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PROPOSED MAXIMUM PROPOSED MAXIMUM

TITLE OF EACH CLASS OF AMOUNT TO BE OFFERING PRICE AGGREGATE OFFERING  AMOUNT OF
SECURITIES TO BE REGISTERED REGISTERED PER UNIT PRICE (1) REGISTRATION FEE
% Convertible Subordinated Notes due 2006...... $115,000,000 100% $115,00 0,000 $31,970
Common Stock, $0.001 par value.................... ) 0 0 )

(1) Estimated solely for the purpose of calculatimg registration fee pursuant to Rule 457(a) utiieiSecurities Act of 1933, as amended.

(2) Includes the shares of common stock initiadlsuiable upon conversion of the convertible notéiseatate of shares of common stock per
$1,000 principal amount of convertible notes. Panéuo Rule 416 under the Securities Act, such rermbshares of common stock
registered hereby shall also include an indetertminamber of additional shares of common stockriet be issued from time to time upon
conversion of the convertible notes by reason afsachent of the conversion price in certain circtanses.

(3) Pursuant to Rule 457(i) under the Securities there is no filing fee with respect to the slsas&common stock issuable upon conversion
of the convertible notes, because no additionasicemation will be received in connection with #heercise of the conversion privilege.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STAIMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REISTRANT SHALL FILE A FURTHER AMENDMENT WHICH
SPECIFICALLY STATES THAT THIS REGISTRATION STATEMEN SHALL THEREAFTER BECOME EFFECTIVE IN
ACCORDANCE WITH SECTION 8(a) OF THE SECURITIES A@F 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ATNG PURSUANT TO SAID SECTION 8(a), MAY DETERMINE.



SUBJECT TO COMPLETION. DATED SEPTEMBER 20, 1999.HHNFORMATION IN THIS PRELIMINARY PROSPECTUS IS NOT
COMPLETE AND MAY BE CHANGED. WE MAY NOT SELL THESESECURITIES UNTIL THE REGISTRATION STATEMENT
FILED WITH THE SECURITIES AND EXCHANGE COMMISSIONS EFFECTIVE. THIS PRELIMINARY PROSPECTUS IS NOT AN
OFFER TO SELL THESE SECURITIES AND IT IS NOT SOLIING AN OFFER TO BUY THESE SECURITIES IN ANY
JURISDICTION WHERE THE OFFER OR SALE IS NOT PERMIED.



$100,000,000
[LOGO]
% Convertible Subordinated Notes due 2006

Advanced Energy Industries, Inc. is offering $100,000 of % convertible subordinated notes due 2966 may convert your convertible
notes into shares of common stock of Advanced Bnargny time prior to maturity or their redemption Advanced Energy. The convertil
notes will mature on , 2006. The conversion raghires per each $1,000 principal amount of coimerotes, subject to adjustment in
certain circumstances. This is equivalent to a eeosien price of $ per share. The common stock @eglion the Nasdaq National Market
under the symbol "AEIS". The last reported bid @rfior the common stock on September 17, 1999, %898 per share.

Advanced Energy will pay interest on the conveetibbtes on and of each year. The first interesteay will be made on , 2000. The
convertible notes are subordinated in right of pagto all senior debt of Advanced Energy and inelgfiess of its subsidiaries. The
convertible notes will be issued only in denomioasi of $1,000 and integral multiples of $1,000.

On or after , 2002, Advanced Energy has the opgbaedeem all or a portion of the convertible natdsich have not previously been
converted at the redemption prices set forth is finospectus. You have the option, subject to icectanditions, to require Advanced Energy
to repurchase any convertible notes held by ydherevent of a "change in control”, as describethigprospectus, at a price equal to 100%
of the principal amount of the convertible notagsphccrued interest to the date of repurchase.

Concurrently with this convertible notes offeringdeby a separate prospectus, Advanced Energyeasimdf1,000,000 shares of common
stock, and six of its stockholders are offeringadditional 2,000,000 shares of their common stdble selling stockholders also may sell up
to an additional 450,000 shares of their commoaoksto the underwriters for that offering to coveeo-allotments. The completion of this
convertible notes offering and the common stockrirffy are not dependent on one another.

SEE "RISK FACTORS" BEGINNING ON PAGE 12 OF THIS PRO SPECTUS TO READ ABOUT
IMPORTANT FACTORS YOU SHOULD CONSIDER BEFORE PURCHA SING THE CONVERTIBLE NOTES.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY OTHER REGULATORY BODY HAS APPROVED Ol
DISAPPROVED OF THESE SECURITIES OR PASSED UPON TMECURACY OR ADEQUACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS

Per
Convertible Note Total
Initial public offering price.......ccccccceeeeeee. % $
Underwriting discount........cccccoevvvevcieeeeeee. e, % $
Proceeds, before expenses, to Advanced Energy...... e % $

The initial public offering price set forth abovees not include accrued interest, if any. Inteoasthe convertible notes will accrue from,
1999 and must be paid by the purchaser if the atiblenotes are delivered after , 1999.

To the extent that the underwriters sell more $HD0,000,000 principal amount of convertible notke,underwriters have the option to
purchase up to an additional $15,000,000 prin@pabunt of convertible notes from Advanced Energyatnitial public offering price less
the underwriting discount.

The underwriters expect to deliver the convertitdées in book-entry form only through the facikitief The Depository Trust Company
against payment in New York, New York, on, 1999.

GOLDMAN, SACHS & CO.
MERRILL LYNCH & CO.
BANC OF AMERICA SECURITIES LLC

Prospectus dated , 19¢



PROSPECTUS SUMMARY

THIS SUMMARY MAY NOT CONTAIN ALL THE INFORMATION THAT MAY BE IMPORTANT TO YOU. YOU SHOULD READ
THE ENTIRE PROSPECTUS AS WELL AS THE INFORMATION ®ORPORATED BY REFERENCE IN THIS PROSPECTUS
BEFORE MAKING AN INVESTMENT DECISION. REFERENCES INHE PROSPECTUS TO "WE", "US", "OUR" OR "ADVANCED
ENERGY" ARE TO ADVANCED ENERGY INDUSTRIES, INC. ANDTS SUBSIDIARIES, UNLESS THE CONTEXT REQUIRES
OTHERWISE. ALL INFORMATION IN THIS PROSPECTUS ASSUM THE UNDERWRITERS' OVER-ALLOTMENT OPTIONS
WITH RESPECT TO THE CONVERTIBLE NOTES OFFERING ANIHE COMMON STOCK OFFERING ARE NOT EXERCISED,
UNLESS OTHERWISE STATED.

ABOUT ADVANCED ENERGY
OVERVIEW

We design, manufacture and support power conveesidrcontrol systems. These systems are importampa@nents of industrial
manufacturing equipment that modifies surfacesepogits or etches thin film layers on computer shfDs, flat panel displays such as
computer screens, DVDs, windows, eyeglasses, palals and other products. Our systems refine, fjnadd control the raw electrical
power from a utility and convert it into power thatuniform and predictable. This allows manufaictyirequipment to produce and deposit
very thin films at an even thickness on a massescal

The ongoing demand for improvements in the perforceacapacity and speed of computer chips, flaglpdisplays and other products driy
manufacturers to develop more advanced technotmgyaduce thinner, more consistent and more préayses of film. Thin film production
processes enable manufacturers to control andth#ezlectrical, magnetic, optical and mechanibaracteristics of materials. Our systems
are used primarily in plasma-based thin film praéurcprocesses. Plasma is commonly created by ygpénough electrical force to a gas at
reduced pressure to separate electrons from thenpatoms. Plasma-based process technology wakgded to address the limitations of
wet chemistry and thermal process technologied@edable new applications. Plasma-based procass@sherently more controllable and
more accurate for many applications than otherfilmnproduction processes because of the elettrizaracteristics of plasma.

We market and sell our systems primarily to lagjebal original equipment manufacturers of semiaatdr, flat panel display, data storage
and other industrial thin film manufacturing equigamh We have sold our systems worldwide to mora ftG0 OEMs and directly to more
than 500 end-users. Our principal customers inchApjgied Materials, Balzers, Eaton, Lam Researabhyellus, Singulus and ULVAC. The
semiconductor capital equipment industry accoufaedpproximately 59% of our total sales in 1999%in 1998 and 59% in the first six
months of 1999.

STRATEGY

We have achieved a market leadership position plyaqg our large base of expertise in the intemactietween plasma-based processes and
power conversion and control systems to designifigiecise, customized power conversion and cosislems that provide a wide range of
power frequencies for plasntesed thin film processes. Our strategy is to oometito build upon our leadership positions in t@isonducto
capital equipment, flat panel display and dataagterindustries while exploring other emerging mexké/e believe our five key growth
opportunities are:

EXPANDING LEADERSHIP IN OUR CORE MARKETS. We areetimarket share leader in the semiconductor cagitailbment, data
storage and flat panel display markets. We platotdinue to increase our penetration in these thradets by introducing new products and
solutions for our existing customers and targetiagyy customers, but our primary focus will contitodoe on
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the semiconductor capital equipment market. Fomge, in the semiconductor capital equipment mankeebelieve that significant
opportunities exist for us to introduce new produor processes or applications such as:

- etch applications using radio frequency power;

- gas abatement;

- on-line measurement of power characteristics; and
- copper electroplating.

PROVIDING INTEGRATED SOLUTIONS FOR CUSTOMERS. Weliege that customers want solutions that improwepss control and
yield, and decrease their total cost and time tcketaWe are developing integrated systems to peomiore complete solutions that meet
customers' plasma-based process requirements. \@egtifying currently fragmented applicationg@thnology involving significant
power, measurement and control content, and dewgjaptegrated, high performance, robust and cfistve solutions for these
applications.

TARGETING EMERGING APPLICATIONS. We are targetinmerging applications that have the potential toefiefrom more efficient
and reliable use of power in manufacturing proceésetelecommunications networking equipment, exdtive parts, tools, architectural
glass and other industrial products.

PURSUING ACQUISITIONS TO FUEL GROWTH. We activelgek complementary technologies and companies aaastio expand our
presence in existing and emerging markets andawige integrated solutions for customers and pa@katistomers. We have acquired and
integrated four companies in the last two years.cdfinually evaluate companies whose productseeithologies could enhance our sys
level capabilities.

CAPITALIZING ON WORLDWIDE INFRASTRUCTURE. Our priripal customers are large, global OEMs that reghia¢ their suppliers
have a well-developed worldwide infrastructure. jflen to continue to take advantage of and expane@stablished global infrastructure,
operating skills and comprehensive product pouftdi better serve these customers and to attractnstomers with international support
needs.

SALES AND MARKETING

We sell our systems primarily through direct sgessonnel to customers in the United States, EuaogeAsia, and through distributors in
China, France, Israel, Italy, Singapore, SwedenTaigan. Sales outside the United States repres@3# of our total sales during 1997,
28% in 1998 and 28% in the first six months of 198@ maintain sales and service offices acros$/thieed States in California, Colorado,
Massachusetts, New Jersey and Texas. We maintasmasad service offices outside the United Stat€ddérmany, Japan, South Korea anc
United Kingdom.

RF POWER PRODUCTS ACQUISITION

In October 1998, we acquired RF Power Productsghvtiesigns, manufactures and supports radio fregu&F) power conversion and
control systems consisting of generators and magchétworks. Generators provide RF power and magchetworks provide control over
power flow to the customers' equipment. We belieweability to offer an expanded line of RF systdmsur existing customer base has
strengthened those relationships. We sell thes#upts principally to semiconductor capital equipt@anufacturers. We also sell similar
systems to capital equipment



manufacturers in the thin film data storage antfémel display industries and are exploring ajilbms for these systems in other industries.

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 numb8&i70D-221-4670.
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DESCRIPTION OF COMM ON STOCK

Shares outstanding (1)............ As of September 16, 1999, there were 27,065,355 shares
of common stock outstanding.

Shares outstanding if all
convertible notes are converted

[ PR If all of the ¢ onvertible notes were converted into
common stock as of September 16, 1999, there would be
shares of common stock outstanding ( shares,
assuming that t he concurrent common stock offering is
completed).
Listing of common stock........... The common stoc k is traded on the Nasdaq National Market
under the symbo | "AEIS".

(1) Excludes 1,993,961 shares of common stock lidsugon exercise of options outstanding as ofeSeper 16, 1999, at a weighted average
exercise price of $13.32, 3,135,257 shares resdoressuance under our 1995 Stock Option Plan,482shares reserved for issuance under
the RF Power stock option plans we assumed in atiomewith our acquisition of RF Power in Octob&98, 94,500 shares reserved for
issuance under our 1995 Non-Employee Director S@ufion Plan and 171,550 shares reserved for issuamder our Employee Stock

Purchase Plan.



SUMMARY CONSOLIDATED FINANCIAL DATA
(IN THOUSANDS, EXCEPT PER SHARE DATA)

The summary consolidated financial data in thigtctoa the years ended December 31, 1994 to 19688arof December 31 of those years
derived from our audited financial statements.

The summary consolidated statement of operatiotesfdathe year ended December 31, 1998 and thtertetonsolidated balance sheet and
other data as of and for the year ended Decemherd®B were derived from consolidated financialesteents audited by Arthur Andersen
LLP, independent accountants, whose related aglitrt is included in our annual report on Form 10-K

The summary consolidated statement of operatiotassfdathe years ended December 31, 1996 and 1®%®the related consolidated balance
sheet and other data as of and for the year endedrBber 31, 1997 were derived from consolidateghfital statements audited in part by
Arthur Andersen LLP and in part by KPMG LLP, whaaelit reports are included in our annual reporForm 10-K. KPMG LLP's audit

report pertains to Advanced Energy Voorhees, focmerly named RF Power Products, Inc., whose ffigear end was November 30. As
such, the balance sheet and other data and tleenstiat of operations data of the Company for fi4€8I6 and 1997 includes the balance sheet
of Advanced Energy Voorhees, Inc. as of November896 and 1997, and the statement of operatiarsafch of the two years in the period
ended November 30, 1997, respectively.

The summary consolidated statements of operatiatesfdr the years ended December 31, 1994 and 2883he related consolidated
balance sheet and other data as of December 3& vi®@ restated from our audited consolidated firstatements and from audited
consolidated financial statements of Advanced Endaprhees. The Advanced Energy Voorhees finarst&kements are not included in our
annual reports on Form 10-K.

The summary consolidated financial data in thigtctoa the six months ended June 30, 1998 and &9@%s of June 30, 1999 are derived
from our unaudited financial statements, whichiactuded in our quarterly report on Form 10-Q foe guarter ended June 30, 1999. The
unaudited financial data has been prepared oratine asis as the audited financial data and, impimion, includes all normal recurring
adjustments necessary for a fair statement ofabelts for the periods covered.

The following data should be read in conjunctiotivthe financial statements and related notes parated by reference in this prospectus
and "Management's Discussion and Analysis of Fir&@ondition and Results of Operation".

SI X MONTHS ENDED
YEAR ENDED DECEMBER 31, JUNE 30,
1994 1995 1996 1997 1998 199 8 1999

Sales....cooiiiiie $68,159 $121,075 $129,931 $175,758 $124,698 $75, 850 $74,243
Cost of sales........cccooveveereenne. 36,183 65,003 82,685 108,802 87,985 53, 729 42,852
Gross profit........ccccevevveceenne 31,976 56,072 47,246 66,956 36,713 22, 121 31,391
Operating expenses

Research and development.............. 7,190 12,865 17,288 19,336 23,849 12, 229 12,610

Sales and marketing................... 5,982 8,256 10,723 11,646 13,531 7, 076 7,284

General and administrative............ 6,989 10,612 8,865 10,480 9,483 5, 627 5,958

Other expenses (1)......cccceeveunns - - - 5780 2,625 - -
Total operating expenses.... 31,733 36,876 47,242 49,488 24, 932 25,852
Income (loss) from operations........... 11,815 24,339 10,370 19,714 (12,775) (2, 811) 5,539
Other (expense) income.................. (96) (452) (39) (191) 358 227 17
Net income (loss) before income taxes... 11,719 23,887 10,331 19,523 (12,417) (2, 584) 5,556
Provision (benefit) for income taxes.... 4,386 9,089 3,960 7,467 (2,900) ( 333) 2,252
Net income (10SS)........cccvvvenee. $7,333 $14,798 $ 6,371 $12,056 $(9,517) $(2, 251) $ 3,304
Basic earnings (loss) per share......... $ 0.36 $ 067 $ 025 $ 047 $ (0.36) $(0 .08) $ 0.12
Diluted earnings (loss) per share....... $ 0.32 $ 063 $ 025 $ 046 $ (0.36) $(0 .08) $ 0.12
OTHER DATA:
Ratio of earnings to fixed charges

(2) e 17.4x 36.5x  37.4x  41.6x -(3) -(3) 155.3x
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JUNE 30, 19 99

------------------------------- AS FURTHER
1996 1997 1998 ACTUAL AS ADJUSTED(4) ADJUSTED(4)(5)
(UNAUDITED )
BALANCE SHEET DATA:
Cash and cash equivalents/marketable
SECUMLIES...cvieiereerieecie e , 78 $ 32,215 $ 28,134 $ 25,498 $ 122,223 $ 158,048
Working capital , 38 74,342 62,059 66,964 163,689 199,514
Total assets......... , 78 130,064 101,035 113,383 213,383 249,208
Total debt................... , 41 6,518 537 1,766 101,766 101,766
Stockholders' equity...........cccceunee. 54,9 27 97,527 89,133 93,389 93,389 129,214

Notes:

(1) Other operating expenses represent a restiugtaharge, merger costs, storm damages and rées\ard a write-off of purchased in-
process research and development expenses.

(2) The ratio of earnings to fixed charges represem a pre-tax basis, the number of times easminger fixed charges. Earnings consist of
net income to which has been added interest expemsapital leases and long-term debt. Fixed clsargasist of interest expense on capital
leases and long-term debt.

(3) The losses for 1998 and the six months endee 30, 1998 are not sufficient to cover fixed cleargy a total of approximately $12.2
million for 1998 and $2.5 million for the six morstiended June 30, 1998. As a result, the ratiorofregs to fixed charges has not been
computed for either 1998 or the six months endee B0, 1998.

(4) Reflects net proceeds of approximately $96 J@®from the sale of the convertible notes (assgramoffering price of 100% of the
principal amount), after deducting underwriterscgiunts and commissions and estimated offeringresgserelating to the convertible notes
offering.

(5) Reflects net proceeds of approximately $35@2%from our sale of 1,000,000 shares of commorkstothe concurrent common stock
offering (assuming an offering price of $38.00 pleare), after deducting underwriters' discountsamdmissions and estimated offering
expenses relating to the common stock offering.
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RISK FACTORS

INVESTING IN OUR SECURITIES INVOLVES A HIGH DEGREDF RISK. YOU SHOULD CAREFULLY CONSIDER THE RISKS
AND UNCERTAINTIES DESCRIBED BELOW AND THE OTHER

INFORMATION IN THIS PROSPECTUS AND IN THE DOCUMENTIBICORPORATED BY REFERENCE BEFORE DECIDING
WHETHER TO PURCHASE OUR SECURITIES.

RISKS RELATED TO OUR BUSINESS

OUR QUARTERLY OPERATING RESULTS ARE SUBJECT TO SIGINCANT FLUCTUATIONS, WHICH COULD NEGATIVELY
IMPACT OUR FINANCIAL CONDITION, RESULTS OF OPERATINS AND STOCK PRICE.

Our quarterly operating results have fluctuateaificantly and we expect them to continue to exgece 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 hegond our control. These factors include:

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

- the timing and nature of orders placed by majmtemers;

- customer cancellations of previously placed as@ard shipment delays;
- pricing competition from our competitors;

- component shortages resulting in manufacturingyde

- changes in customers' inventory management pes;ti

- the introduction of new products by us or our petitors; and

- costs incurred by responding to specific featerpiests by customers.

In addition, companies in the semiconductor cagitplipment industry and other electronics compagwggrience pressure to reduce costs.
Our customers exert pressure on us to reduce a@spshorten delivery times and extend paymentgefhese pressures could lead to
significant changes in our operating results framartgr to quarter.

In the past, we have incurred charges and costteceto events such as acquisitions, restructanmagstorm damages. The occurrence of
similar events in the future could adversely affaat operating results in the applicable quarter.

Our operating results in one or more future quanteay fall below the expectations of analysts aweéstors. 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 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 fabrication equipmentciimcludes our systems. During downturns, sormeuoitustomers have drastically
reduced their orders to us and have implementestautial cost reduction programs. Sales to custetinghe semiconductor capital
equipment industry accounted for 59% of our tosdésin 1997, 49% in 1998 and 59% in the firstsonths of 1999. We expect that we will
continue to depend significantly on the semicondiuahd semiconductor capital equipment industiwesHe foreseeable future.

A rapid decrease in demand for our products canrogith limited advance notice because we suppbsgstems to equipment manufacturers
and make a substantial and increasing
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proportion of our shipments on a just-in-time bas$isis decrease in demand can adversely impadiuginess and financial results
disproportionately because of its unanticipatedmat

A SIGNIFICANT PORTION OF OUR SALES ARE CONCENTRATED AMONG A FEW CUSTOMERS.

Our four largest customers accounted for 54% oftotal sales in 1997, 47% in 1998 and 52% in thet §ix months of 1999. Our largest
customer accounted for 31% of our total sales Bi7123% in 1998 and 31% in the first six month4 @®9. The loss of any of these
customers or a material reduction in any of thainchase orders would have a material adverse effeotir business, financial condition and
results of operations.

THE MARKETS IN WHICH WE OPERATE ARE HIGHLY COMPETIT IVE.

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 Astec (BSR) plc, Applied Scierand Technology (ASTeX),
Huettinger, Shindingen, Kyosan, Comdel and DaiNéa.expect that our competitors will continue to&lep new products in direct
competition with ours, improve the design and panfance of their systems and introduce new systeithsemhanced performance
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 iefficporoduction of their products could increasespure on the pricing of our systems
addition, electronics companies, including compsainehe 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 such pressures could resalioiss of customers or orders.

WE MAY NOT BE ABLE TO INTEGRATE OUR ACQUISITIONS.

We have experienced significant growth through &gtions and continue to actively pursue acquisitigportunities. Our acquisitions to d
generally have been in markets in which we havédignexperience. We may not be able to competeesséally in these markets or might
not be able to operate the acquired businesseseetfly. Our business and results of operationsdcbe adversely affected if integrating these
acquisitions results in substantial costs, delayatlwer operational or financial problems.

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

- evaluating new markets and investments;

- monitoring operations;

- controlling costs;

- integrating acquired operations and personnel;

- maintaining effective quality controls; and

- expanding our internal management, technicaleanttunting systems.

Also, in connection with future acquisitions we niggue equity securities which could be dilutivesur debt, recognize substantial one-time
expenses or create goodwill or other intangibletsthat could result in significant amortizatioqpense.
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WE ARE GROWING AND MAY BE UNABLE TO MANAGE OUR GROW TH EFFECTIVELY.

We have been experiencing a period of growth apadmsion. This growth and expansion is placing icarit demands on our management
and our operating systems. We need to continuapoove and expand our management, operationaliaaicial systems, procedures and
controls, including accounting and other internahagement systems, quality control, delivery amdice capabilities.

In order to manage our growth, we may also neesghémd significant amounts of cash to:
- fund increases in expenses;

- take advantage of unanticipated opportunitieshss major strategic alliances or other speciaketag opportunities, acquisitions of
complementary businesses or assets, or the develdpfhinew products; or

- otherwise respond to unanticipated developmentempetitive pressures.

If we do not have enough cash on hand, cash gewdkiraim our operations or cash available underceedtit facility to meet these cash
requirements, we will need to seek alternative seaiof financing to carry out our growth and oparastrategies. We may not be able to
raise needed cash on terms acceptable to usabir Binancings may be on terms that are dilutivpatentially dilutive. If alternative sources
of financing are required but are insufficient oaauailable, we will be required to modify our grémand operating plans to the extent of
available funding.

SHORTAGES OF COMPONENTS NECESSARY FOR OUR PRODUCT ASSEMBLY CAN DELAY OUR SHIPMENTS.

Manufacturing our power conversion and control eiyst requires numerous electronic components. Dragnraiwth in the electronics
industry has significantly increased demand fos¢heomponents. This demand has resulted in pesbdictages and allocations of needed
components, and we expect to experience additalm@atages and allocations from time to time. Slyadeand allocations could cause
shipping delays for our systems, adversely affgobiar results of operations. Shipping delays atsddcdamage our relationships with curr
and prospective customers.

We consider the inability to obtain electronic caments from our suppliers to be our most reasondddly worst case year 2000 scenario.
See "--The year 2000 issue could have an adversacinon our business".

OUR DEPENDENCE ON SOLE AND LIMITED SOURCE SUPPLIERS COULD AFFECT OUR ABILITY TO MANUFACTURE
PRODUCTS AND SYSTEMS.

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

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

We believe that in time we could obtain and quaditernative sources for most sole and limited seyrarts or could manufacture the parts
ourselves. Seeking alternative sources or commericiarnal manufacture of the parts could requéréouredesign our systems, resulting in
increased costs and likely shipping delays. We beaynable to manufacture the parts internally desgn our systems, which could resul
further costs and shipping delays. These increessi$ would decrease our profit margins if we caudtipass the costs to our customers.
Further,
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shipping delays could damage our relationships edtinent and potential customers and have a mhsehi@rse effect on our business and
results of operations.

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

Our success depends in part on our proprietanntdogy. We attempt to protect our intellectual prdp 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 certairefgn countries might not afford our intellectuabperty the same protection as do the laws of
the United States. For example, our intellectuapprty is not protected by patents in several agemin which we do business, and we have
limited patent protection in certain other courgri€he costs of applying for patents in foreignrddes and translating the applications into
foreign languages require us to select carefullyitiventions for which we apply for patent protentand the countries in which we seek such
protection. Generally, we have concentrated ounrtsftto obtain international patents in the Uniteédgdom, Germany, France, Italy and
Japan because there are other manufacturers aatbpens of power conversion and control systentease countries, as well as customers
for those systems. Our inability or failure to abtadequate patent protection in a particular cgurduld have a material adverse effect on
our ability to compete effectively in that country.

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

We do not believe that any of our products ardngfng any patents or proprietary rights of othaithough infringements may exist or might
occur in the future. Litigation may be necessargnorce patents issued to us, to protect our tsadeets or know-how, to defend ourselves
against claimed infringement of the rights of other to determine the scope and validity of thepatary rights of others. Litigation could
result in substantial cost and diversion of ouoe$. Moreover, an adverse determination in afyaliton could cause us to lose proprietary
rights, subject us to significant liabilities tarthparties, require us to seek licenses or altarmaechnologies from third parties or prevent us
from manufacturing or selling our products. Anytleése events could have a material adverse effiestiobusiness, financial condition and
results of operations.

WE MUST CONSTANTLY DEVELOP AND SELL NEW SYSTEMS IN ORDER TO KEEP UP WITH RAPID TECHNOLOGICAL
CHANGES.

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 sgatems that keep pace with technolog
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 CUSTOMERS AND 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 orvarmdors to provide the power conversion equipment f
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use with the early system shipments. Selectiomasobthese vendors is called a design win. Ititecal that we achieve these design wins in
order to retain existing customers and to obtaim cgstomers.

We typically must customize our systems for paticaustomers to use in their equipment to ach@®ggn 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 expesematerial 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 customeradiition, we must compete for des
wins for new systems and products of our existingt@mers, including those with whom we have hagd-@mm relationships.

OUR EFFORTS TO BE RESPONSIVE TO CUSTOMERS MAY LEAD TO THE INCURRENCE OF COSTS THAT 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 developmerdwofsystems during which times we must expendtanbal funds and management eff
We may incur significant development and other esps as we develop our systems without realizinggesponding 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-consgmiVe 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 additionalifjad personnel, our business, financial conditéond results of operations could be materially
and adversely affected.

WE CONDUCT MANUFACTURING AT ONLY A FEW SITES.

We conduct the majority of our manufacturing at faailities in Fort Collins, Colorado and in Vood® New Jersey. We also conduct
manufacturing for one customer in Austin, Texasv@&oElectronics, a subsidiary, conducts manufactuonly at its facility in Fridley,
Minnesota. Each facility generally manufacturegedént systems. In July 1997, a severe rainstorfom Collins caused substantial damage
to our Fort Collins facilities and to some equiptnand inventory. The damage caused us to stop raetuuing at that facility temporarily ai
prevented us from resuming full production therélunid-September 1997. Our insurance policiesrditicover all of the costs that we
incurred in connection with the rainstorm. Futuatunal or other uncontrollable occurrences at dmyuo primary manufacturing facilities th
negatively impact our manufacturing
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processes may not be fully covered by insurancecaoltl have a material adverse effect on our ojpersiand results of operations.
WE HAVE LIMITED EXPERIENCE IN MAINTAINING MULTIPLE MANUFACTURING FACILITIES.

The acquisitions of Tower Electronics in 1997 afdHRwer Products in 1998 provided us with manufaugufacilities located outside of our
facilities in Fort Collins, Colorado. Accordinglwe have limited experience in maintaining multiplanufacturing locations. Substantial c
and delays could result if we fail to effectivelyanage and integrate our geographically separailéiéesc

WE MIGHT NOT BE ABLE TO COMPETE SUCCESSFULLY IN INT ERNATIONAL MARKETS OR TO MEET THE SERVICE
AND SUPPORT NEEDS OF OUR INTERNATIONAL CUSTOMERS.

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

Sales to customers outside the United States atmwbfmr 23% of our total sales in 1997, 28% in 1888 28% in the first six months of 19
and we expect international sales to continuepioesent a significant portion of our future salaternational sales 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, indgadis, to penetrate.
Providing support services for our systems on ddwide basis also is subject to various risks,lidaig:
- our ability to hire qualified support personnel;

- maintenance of our standard level of support; and

- differences in local customers 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.

FLUCTUATIONS IN 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 exgerisks as a result of our international opergti?We have experienced fluctuations in
foreign currency exchange rates, particularly agjaime Japanese yen. Beginning in 1997, we enbetedarious forward foreign exchange
contracts as a hedge against currency fluctuatiotie yen. We have not employed hedging techniguisrespect to any other currencies.
Our current or any future hedging techniques migtttprotect us adequately against substantial soyréuctuations.
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WE MUST MAINTAIN MINIMUM LEVELS OF CUSTOMIZED INVEN  TORY TO SUPPORT CERTAIN CUSTOMER
DELIVERY REQUIREMENTS.

We must keep a relatively large number and vaoéustomized systems in our inventory to meetntldelivery requirements because a
substantial proportion of our business involvesjtisé-in-time shipment of systems. Our inventoryyrbacome obsolete as we develop new
systems and as our customers develop new systewesnitbry obsolescence could have a material adedfeset on our financial condition a
results of operations.

WE ARE SUBJECT TO NUMEROUS GOVERNMENTAL REGULATIONS .

We are subject to federal, state, local and foreggulations, including environmental regulations aegulations relating to the design and
operation of our power conversion and control systeWe must ensure that our systems meet certf@ty sand emissions standards, many of
which vary across the states and countries in whigtsystems are used. For example, the Europeim Ubas published directives
specifically relating to power supplies. We musinpdy with these directives in order to ship ourteyss into countries that are members of
the European Union. In the past, we have investgdficant resources to redesign our systems toptpmith these directives. We believe
are in compliance with current applicable reguiagiadirectives and standards and have obtainectedissary permits, approvals and
authorizations to conduct our business. Howevanptiance with future regulations, directives arghstards could require us to modify or
redesign certain systems, make capital expenditurggur substantial costs. If we do not complytwdurrent or future regulations, directiy
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 COULD LOSE OUR ENTIRE INVESTMENT.

We have a majority interest in a start-up compary/@may invest in other stamp companies that develop products and technolegiésh we
believe may provide us with future benefits. Thiesestments may not provide us with any benefitl we may not achieve any economic
return on any of these investments. Our investmiarttsese startyp companies are subject to all of the risks intieireinvesting in compani
that are not established. We could lose all orary of our investments in these companies.

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 Chairman and Chief Htiee Officer, holds a 26.7% interest in each & kasing entities. G. Brent Backma
member of our board of directors, holds a 6.6%régein each of the leasing entities. Aggregatéatgrayments under such leases for 1998
totaled approximately $1.4 million. We also leassadominium in Breckenridge, Colorado to provide/ards and incentives to our
customers, suppliers and employees. We lease titwoanium from AEI Properties, a partnership in ethMr. Schatz holds a 60% interest
and Mr. Backman holds a 40% interest. Aggregati@at@ayments under the condominium lease for 1888ed approximately $36,000. Mr.
Schatz owns approximately 45.0% of our common staoll Mr. Backman owns approximately 7.8% of ounown stock. Each of Messrs.
Schatz and Backman is offering to sell 875,000eshar the concurrent common stock offering andgnasted the underwriters of that
offering an over-allotment option to purchase aditiahal 131,250 shares.
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THE YEAR 2000 ISSUE COULD HAVE AN ADVERSE IMPACT ON OUR BUSINESS.

The year 2000 issue is the result of computer @rmogrthat rely on two-digit date codes, insteadaf-digit date codes, to indicate the year.
Computer programs which are unable to interpretitite code "00" as the year 2000 may not be algerform computations and decision-
making functions after December 31, 1999 and coalgse computer systems to malfunction. We havelajgse a multi-phase program for
year 2000 information systems compliance. In whatwelieve to be the most reasonably likely worseggear 2000 scenario, we would
unable to obtain electronic components from oneare of our suppliers because of the suppliersiriaio timely become year 2000
compliant, and we would be unable to obtain theeasary components from another source, manufattteneecessary components internally
or to redesign our systems to accommodate differ@miponents without substantial costs or delayat all. We may not be able to respond
fully and efficiently to those concerns.

We estimate that the costs to remedy and testaae3000 matters will be immaterial. Our cost eatem do not include costs and time that
may be incurred as a result of any vendor's oooust's failures to become year 2000 compliant tmely basis. In addition, we cannot
predict whether any litigation will be brought agstius as a result of any supplier's or custorfeahige to become year 2000 compliant on a
timely basis or claiming that our products areyesdr 2000 compliant or otherwise.

RISKS RELATED TO THE CONVERTIBLE NOTES
THE MARKET PRICE OF OUR STOCK HAS BEEN AND WILL LIK ELY CONTINUE TO BE HIGHLY VOLATILE.

The stock market generally and the market for teldgy stocks in particular have experienced sigaiit price and volume fluctuations,
which often have been unrelated or disproportiot@atae operating performance of such companiesnfaur IPO in November 1995
through September 17, 1999, the closing pricesiotommon stock on the Nasdaq National Market lmanged from $3.50 to $44.97. The
market for our common stock likely will continuelte subject to similar fluctuations. Many factoosiicl cause the trading price of our
common stock to fluctuate substantially, includihg following:

- future announcements concerning our business;ugiomers or our competitors;

- variations in our operating results;

- announcements of technological innovations;

- the introduction of new products or changes wdpict pricing policies by us, our competitors or oustomers;

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

- the economic and competitive conditions in ttaustries in which our customers operate; and
- general stock market trends.
THERE MAY BE NO PUBLIC MARKET FOR THE CONVERTIBLE N OTES.

The convertible notes will be a new issue of séi@srwith no established trading market. Althoulgh tinderwriters for this convertible notes
offering have advised us that they currently intemchake a market in the convertible notes, thesehe obligation to do so and may
discontinue any market making at any time and withnmtice. In addition, any market making activitifl be subject to the limits imposed by
the Securities Act of 1933 and the Securities ErgeaAct of 1934. Accordingly, we cannot assure @i any market for the convertible
notes will develop or, if it does develop, thawitl be maintained. Various factors could have derial
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adverse effect on the trading price of the conbkrtinotes, if any, including the failure of an setmarket to develop, fluctuations in the
prevailing interest rates, changes in the marketdovertible securities and changes in the markeé of our common stock.

WE MAY BE UNABLE TO REPAY OR REPURCHASE THE CONVERT IBLE NOTES.

There is no sinking fund with respect to the cotilibr notes, and at maturity the entire outstanglirgcipal amount of the convertible notes
will become due and payable. If we experience aghan control you may require us to repurchaseradl portion of your convertible notes
prior to maturity. See "Description of ConvertiNetes". We cannot assure you that we will haveigefit funds or will be able to arrange
additional financing to repay the convertible naésaturity or to repurchase convertible notesléeed to us following a change in control.
Under the terms of the convertible notes indentweemay elect, subject to certain conditions, tp the repurchase price with shares of
common stock.

Borrowing arrangements or agreements relatingrimseéebt to which we become a party, including eefinancings of our existing credit
facility, may contain restrictions on or prohibit®against our repurchase of the convertible niftese are prohibited from repurchasing the
convertible notes and cannot obtain the necessaiyevs or refinance the applicable borrowings, vilkbe unable to repurchase the
convertible notes. Our failure to repurchase angéeed convertible notes or convertible notes gagnumaturity would constitute an event of
default of the convertible notes and, upon acceteraf the convertible notes in accordance withitidenture, would cause a default under
the terms of our credit facility. In this type dfustion, the subordination provisions of the camitde notes indenture would prohibit any
repurchase of the convertible notes until we paylinthe senior debt.

THE CONVERTIBLE NOTES WILL BE SUBORDINATED TO OTHER DEBT.

We may be required to repay our present and anyegenior debt and indebtedness of our subsidibgéore we can repay the convertible
notes. As of August 31, 1999, our senior debt adehtedness of our subsidiaries totalled $1.4anillThe indenture under which the
convertible notes will be issued will not prevestar our subsidiaries from incurring additional débwe are party to a bankruptcy,
liquidation or reorganization, or if we default any senior debt, our assets will be used to satisjholders of our senior debt before we will
be able to make additional payments on the corblentiotes. Further, the assets of each of our dialoigis must be used to satisfy the holders
of the subsidiary's indebtedness before we cathassubsidiary's assets to make payments on thedde notes.

OUR MANAGEMENT HAS BROAD DISCRETION TO DETERMINE H@ TO USE THE FUNDS RAISED FROM THE SALE OF THE
CONVERTIBLE NOTES AND THE COMMON STOCK, AND MAY USHHOSE FUNDS IN WAYS THAT MAY NOT INCREASE
OUR OPERATING RESULTS OR MARKET VALUE.

The net proceeds from the sale of the convertibtesiand our net proceeds from the sale of shathe iconcurrent common stock offering
have not been allocated for a particular purposeiMénd to use the net proceeds for general catp@urposes, including acquisitions, and
working capital requirements. We may use somelmfahe net proceeds for acquisitions, althouglagmeeement or understanding with
respect to any future acquisition has been reacbedmanagement will have significant discretioniathe use of the net proceeds of the
offerings and you will not have the opportunity past of your investment decision, to assess whétteeproceeds are being used
appropriately. The net proceeds from this offedng our net proceeds from the concurrent commark stffering may be applied to uses t
ultimately may not increase our operating resultsus market value.
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OUR EXECUTIVE OFFICERS AND DIRECTORS OWN A MAJORITY OF OUR OUTSTANDING COMMON STOCK, WHICH
COULD ENABLE THEM TO CONTROL OUR BUSINESS AND AFFAI RS.

Our executive officers and directors own approxahab5.84% of our common stock outstanding as pt&eber 16, 1999. Assuming the
sale of common stock in the concurrent common stdfeking, and without giving effect to conversiofiany convertible notes, our execut
officers and directors will own approximately 46%80f our outstanding common stock. Douglas S. Scloarr Chairman and Chief Execult
Officer, owns approximately 44.11% of our commawcktoutstanding as of September 16, 1999 and, asguhe sale of common stock in
the common stock offering, will own 39.42% of outstanding common stock. These stockholdings giveegecutive officers and directors
collectively, and Mr. Schatz individually significavoting power. Depending on the number of shdrasabstain or otherwise are not voted,
our executive officers collectively, and Mr. Schatdividually, may be able to elect all of the mesmdbof our board of directors and to control
our business and affairs for the foreseeable future

ANTITAKEOVER PROVISIONS LIMIT THE ABILITY OF APERS ON OR ENTITY TO ACQUIRE CONTROL OF US.
Our certificate of incorporation and bylaws inclystevisions which:

- allow the board of directors to issue preferrextis 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 sfs# meeting of stockholders; and
- impose procedural and other requirements thdtlaoake it difficult for stockholders to effect ¢ain 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.

CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

Some of the statements contained in or incorpofaye@ference in this prospectus discuss our adsstrategies for our business or make
other forward-looking statements, as this termeineéd in the Private Securities Litigation Refoftt. The words "anticipates”, "believes”,
"estimates", "expects"”, "plans", "intends" and samexpressions are intended to identify these dmdalooking statements, but are not the
exclusive means of identifying them. These forwimaking statements reflect the current views of management. However, various risks,
uncertainties and contingencies could cause ounhsults, performance or achievements to diffaterially from those expressed in, or

implied by, these statements, including the follogvi
- the success or failure of our efforts to implet@ur business strategy; and

- the other risks and uncertainties discussed uthéeineading "Risk Factors" and elsewhere in trosgectus and in the documents
incorporated by reference.

We do not have any obligation to update publicly torward-looking statements, whether as a redutiesv information, future events or
otherwise. You should carefully consider the infation set forth under the caption "Risk Factorsd alsewhere in this prospectus and in the
documents incorporated by reference. In light eSthrisks, uncertainties and assumptions, the fdd@aking events discussed in, implied

or incorporated by reference in this prospectushimgt occur.
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USE OF PROCEEDS

We are offering $100,000,000 of convertible nofeter deducting the underwriters' discounts and rossions and estimated offering
expenses, we anticipate retaining approximately#2H000 of the proceeds from the sale of the agile notes (assuming a sale of the
convertible notes at 100% of the principal amout® anticipate retaining approximately $111,275,0@0e underwriters exercise their over-
allotment option in full.

Concurrently with our convertible notes offeringg ware offering to sell 1,000,000 shares of comntocksand six of our stockholders are
offering to sell 2,000,000 shares of common stéddter deducting the underwriters' discounts and massions and estimated offering
expenses, we anticipate retaining proceeds frotoffering of approximately $35,825,000 (based uparassumed offering price of $38.00
per share). We will not receive any of the procdentm the sale of common stock by the selling sthadéters.

We intend to use the net proceeds from these nfferof approximately $132,550,000 for general cafmpurposes, including possible
acquisitions, and working capital requirementshéiigh we actively seek acquisition opportunitiesagreement or understanding with
respect to any future acquisition has been readhending their ultimate use, we intend to investrtht proceeds from these offerings in
short-term, investment grade, interest bearingriézs certificates of deposit or direct or gudesd obligations of the United States.

PRICE RANGE OF COMMON STOCK

Our common stock is quoted on the Nasdag Natioraakkt under the symbol "AEIS". The following talskets forth the range of high and
low bid prices for the common stock on the Nasdatjdsal Market for the periods indicated.

HIGH LOW
1997
First quarter....ccoovviiieieees s 7718 51/4
Second QUANET......ccveeeeieiiiiiiiiiieee e 143/8 71/8
Third qUarer. ..o e 311/8 141/2
Fourth quarter.......cccovvvceiiiiieeeeee s 341/8 121/4
1998
First quarter....cccovviiiieeeees s 17 5/8 10
Second QUAMET.....cociieeeiiee e e 15 1/16 11
Third qUarer. ..o e 12 3/8 6
Fourth quarter.....ccccovcviees s 227/8 55/8
1999
First quarter....cccoociiiieceeee s 291/2 191/4
Second QUANET......ccoveeeieiiiiiiiiieeee e 365/8 231/2
Third quarter (through September 17, 1999)....... e 433/8 301/4

DIVIDEND POLICY

We have not declared or paid any cash dividendb®common stock since prior to 1994 when we war8 aorporation for tax purposes.
We currently intend to retain all of our future iags to finance our business. In addition, ouoheng credit facility prohibits us from
declaring or paying cash dividends on the commocokstAs a result, we do not anticipate paying aaghoor other dividends on the common
stock in the foreseeable future.
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CAPITALIZATION

The following table sets forth our capitalizatiomat June 30, 1999, (1) on a historical basisa&adjusted to reflect the sale of $100,000,000
of convertible notes at an assumed offering pricEd8% of principal amount, and

(3) as further adjusted to reflect the sale of @,000 shares of our common stock at an assumednoffgrice of $38.00 per share and the
application of the estimated proceeds, in each iasef our estimated offering expenses and themwriters' discounts and commissions.
You should read this table together with our finahstatements and notes thereto and other finbacdoperating data included elsewhere in
this prospectus or incorporated by reference iitogrospectus. See "Management's Discussion aatygis of Financial Condition and

Results of Operations".

Long-term debt and capital lease obligations.......
Convertible NOtes..........cccoveeeiiiiieceenns
Stockholders' equity
Preferred stock, 1,000 shares authorized; none is
outstanding........ccceeeeviiieeiiiiiieneee
Common stock, 40,000 shares authorized; 26,969 is
outstanding (actual and as adjusted); 27,969 is
outstanding (as further adjusted)..............
Additional paid-in capital..............ccceeeeen.
Retained earnings...........ccocceveeennne
Cumulative translation adjustment..................

Total stockholders' equity.............ccueeee..

Total capitalization................ccceeeeees

JUNE 30, 1999

AS
FURTHER
ACTUAL AS ADJUSTED ADJUSTED

(IN THOUSANDS)
......... $ 1,766 $ 1,766 $ 1,766
......... — 100,000 100,000

sued and

sued and

......... 27 27 28
......... 62,193 62,193 98,017
......... 32,443 32,443 32,443
......... (1,274) (1,274) (1,274)

......... 93,389 93,389 129,214

......... $ 95,155 $195,155 $ 230,980

23



SELECTED CONSOLIDATED FINANCIAL DATA
(IN THOUSANDS, EXCEPT PER SHARE DATA)

The selected consolidated financial data in thartctor the years ended December 31, 1994 to 188&a of December 31 of those years are
derived from our audited financial statements.

The selected consolidated statement of operatiatessfdr the year ended December 31, 1998 and lifiedeconsolidated balance sheet and
other data as of and for the year ended Decemherd®B were derived from consolidated financialesteents audited by Arthur Andersen
LLP, independent accountants, whose related aglitrt is included in our annual report on Form 10-K

The selected consolidated statement of operatiatesfdr the years ended December 31, 1996 anddr®®the related consolidated balance
sheet and other data as of and for the year endedrBber 31, 1997 were derived from consolidateghfital statements audited in part by
Arthur Andersen LLP and in part by KPMG LLP, whaa@lit reports are included in our annual reporForm 10-K. KPMG LLP's audit

report pertains to Advanced Energy Voorhees, focmerly named RF Power Products, Inc., whose ffigear end was November 30. As
such, the balance sheet and other data and tleenstiatt of operations data of the Company for fi4€8I6 and 1997 includes the balance sheet
of Advanced Energy Voorhees, Inc. as of November896 and 1997, and the statement of operatiarsafch of the two years in the period
ended November 30, 1997, respectively.

The selected consolidated statements of operatiatasfor the years ended December 31, 1994 and a885he related consolidated balance
sheet and other data as of December 31, 1996 estated from our audited consolidated financidkstents and from audited consolidated
financial statements of Advanced Energy Voorhebg. Advanced Energy Voorhees financial statemesmtaarincluded in our annual
reports on Form 10-K.

The selected consolidated financial data in thartcfor the six months ended June 30, 1998 and &88%s of June 30, 1999 are derived 1
our unaudited financial statements, which are ihetlin our quarterly report on Form 10-Q for thaer ended June 30, 1999. The
unaudited financial data has been prepared oratine asis as the audited financial data and, impimion, includes all normal recurring
adjustments necessary for a fair statement ofabelts for the periods covered.

The following data should be read in conjunctiotivthe financial statements and related notes parated by reference in this prospectus
and "Management's Discussion and Analysis of Fir&@ondition and Results of Operation".

SI X MONTHS ENDED
YEAR ENDED DECEMBER 31, JUNE 30,
1994 1995 1996 1997 1998 199 8 1999

Sales....cooiiiiie $68,159 $121,075 $129,931 $175,758 $124,698 $75, 850 $74,243
Cost of sales........cccooveveereenne. 36,183 65,003 82,685 108,802 87,985 53, 729 42,852
Gross profit........ccccevevveceenne 31,976 56,072 47,246 66,956 36,713 22, 121 31,391
Operating expenses

Research and development.............. 7,190 12,865 17,288 19,336 23,849 12, 229 12,610

Sales and marketing................... 5,982 8,256 10,723 11,646 13,531 7, 076 7,284

General and administrative............ 6,989 10,612 8,865 10,480 9,483 5, 627 5,958

Other expenses(1).......cccceevnunnes - - - 5780 2,625 - -
Total operating expenses.... 31,733 36,876 47,242 49,488 24, 932 25,852
Income (loss) from operations........... 11,815 24,339 10,370 19,714 (12,775) (2, 811) 5,539
Other (expense) income.................. (96) (452) (39) (191) 358 227 17
Net income (loss) before income taxes... 11,719 23,887 10,331 19,523 (12,417) (2, 584) 5,556
Provision (benefit) for income taxes.... 4,386 9,089 3,960 7,467 (2,900) ( 333) 2,252
Net income (10SS)........cccvvvenee. $7,333 $14,798 $ 6,371 $12,056 $(9,517) $(2, 251) $ 3,304
Basic earnings (loss) per share......... $ 0.36 $ 067 $ 025 $ 047 $ (0.36) $(0 .08) $ 0.12
Diluted earnings (loss) per share....... $ 0.32 $ 063 $ 025 $ 046 $ (0.36) $(0 .08) $ 0.12
OTHER DATA:
Ratio of earnings to fixed charges

(2) e 17.4x 36.5x  37.4x  41.6x -(3) -(3) 155.3x
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JUNE 30, 19 99

------------------------------- AS FURTHER
1996 1997 1998 ACTUAL AS ADJUSTED(4) ADJUSTED(4)(5)
(UNAUDITED )
BALANCE SHEET DATA:
Cash and cash equivalents/marketable secu-

MHES. .o , 78 $ 32,215 $ 28,134 $ 25,498 $ 122,223 $ 158,048
Working capital.... 38 74,342 62,059 66,964 163,689 199,514
Total assets......... 78 130,064 101,035 113,383 213,383 249,208
Total debt................... , 41 6,518 537 1,766 101,766 101,766
Stockholders' equity , 27 97,527 89,133 93,389 93,389 129,214

Notes:

(1) Other operating expenses represent a restiugtaharge, merger costs, storm damages and rées\ard a write-off of purchased in-
process research and development expenses.

(2) The ratio of earnings to fixed charges represem a pre-tax basis, the number of times easminger fixed charges. Earnings consist of
net income to which has been added interest expemsapital leases and long-term debt. Fixed clsargasist of interest expense on capital
leases and long-term debt.

(3) The losses for 1998 and the six months endee 30, 1998 are not sufficient to cover fixed cleargy a total of approximately $12.2
million for 1998 and $2.5 million for the six morstiended June 30, 1998. As a result, the ratiorofregs to fixed charges has not been
computed for either 1998 or the six months endee B0, 1998.

(4) Reflects net proceeds of approximately $96 J@®from the sale of the convertible notes (assgramoffering price of 100% of the
principal amount), after deducting underwriterscgiunts and commissions and estimated offeringresgserelating to the convertible notes
offering.

(5) Reflects net proceeds of approximately $35@2%from our sale of 1,000,000 shares of commorkstothe concurrent common stock
offering, (assuming an offering price of $38.00 pleare), after deducting underwriters' discounts@mmissions and estimated offering
expenses relating to the common stock offering.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

OVERVIEW

We design, manufacture and support power convessidrcontrol systems. These systems are importampanents of industrial
manufacturing equipment that modifies surfacesepogits or etches thin film layers on computer shfDs, flat panel displays such as
computer screens, DVDs, windows, eyeglasses, palals and other products. We market and sellymstesms primarily to large, global
OEMs of semiconductor, data storage, flat panglaysand other industrial thin film manufacturingugoment. A substantial and increasing
proportion of our sales are made on a just-in-tiragis in which the shipment of systems occurs wighiew days or hours after an order is
received. Our revenues are recognized upon shipofienir systems. Since inception, we have sold @%8;000 power conversion and
control systems.

The semiconductor capital equipment industry actamlifor approximately 59% of our total sales in ,.999% in 1998 and 59% in the first
six months of 1999. We have been successful ireaig a number of design wins which have resulteauir obtaining new customers and
solidifying relationships with our existing custoreeWe believe our ability to continue to achieesidn wins with existing and potential
customers will be critical to our future success.

We continuously seek to expand our product offeriagd customer base through internal developmehaeguisitions.

In May 1997, we acquired the assets of MIK Phydins, This acquisition provided the base technolfogyour Astral products, which are
high power direct current (DC) systems used in RagDipment.

In August 1997, we acquired Tower Electronics. "tguisition expanded our technology and custorase band provided us with the
capability to design and manufacture power coneersistems for use in modems, riorpact printers, night vision goggles and lasericks

We took another step towards achieving further etadiversification in September 1998 when we aeglithe assets of Fourth State
Technology. This acquisition enhanced our capghititdesign and manufacture RF powelated process control systems used to monitc
analyze data in thin film processes.

In October 1998, we acquired RF Power Productschiviesigns, manufactures and supports RF powelecsion and control systems
consisting of generators and matching networks.e@Gars provide radio frequency power and matchetgvorks provide control over pow
flow to the customers' equipment. We believe ollitalio offer an expanded line of RF systems to existing customer base has
strengthened those relationships. We sell thesgupts principally to semiconductor capital equiptmaanufacturers. We also sell similar
systems to capital equipment manufacturers inltigpanel display and thin film data storage indast and are exploring applications for
these products in other industries.

In August 1999, we acquired a majority interedtifMAS, a start-up company that designs and martufas plasma abatement systems and
high-density plasma sources. LITMAS' first prodtititmas Blue", reduces "greenhouse gas" (PFC aRr@)-missions from tools used in

the etch process in the fabrication of semicondsci¥e believe that Litmas Blue and LITMAS' futymeducts will expand our product
offerings to our existing and potential customerghie semiconductor capital equipment industry.
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RESULTS OF OPERATIONS

The following table summarizes certain data asragreage of sales extracted from our statemerap@fations for the periods presented:

YEAR ENDED DECEMBER 31, SIX MON THS ENDED
JUN E 30,
1997 1998 1998 1999
(UNAU DITED)
SaleS. .. 100.0% 100.0% 100.0% 100.0%
Cost of SaleS....ccovvveeeiiiiiiiieiiiieeee 61.9 70.6 70.8 57.7
GroSS MargiN......cceveeeeeeeeeieiieiiiiienenens 38.1 29.4 29.2 42.3
Operating expenses:
Research and development........................ 11.0 19.1 16.1 17.0
Sales and marketing..........ccccceeeeuiieeene 6.6 10.9 9.3 9.8
General and administrative...................... 6.0 7.5 7.4 8.0
Other eXpenses.......ccccvvvvveeeeeeeeeeeeennnn. 3.3 2.1 - --
Total operating eXpenses...........ccceeeeerunees 26.9 39.6 32.9 34.8
Income (loss) from operations..................... 11.2 (10.2) 3.7) 7.5
Other (expense) iINCOMe..........ccccocuveeeeennne (0.1) 0.2 0.3 0.0
Net income (loss) before income taxes............. (10.0) (3.4)
Provision (benefit) for income taxes.............. (2.4) (0.4)
Net income (I0SS)......ccouvvereeiiiiiieeanins (7.6)% (3.0)%

SIX MONTHS ENDED JUNE 30, 1998 COMPARED TO SIX MONTHS ENDED JUNE 30, 1999

SALES. We sell power conversion and control systprimaarily to the semiconductor capital equipmelatta storage and industrial markets
in the United States, to the flat panel display dath storage markets in Japan, and to the datgstand industrial markets in Europe. We
also sell spare parts and repair services worlderic®igh our global support organization.

Sales for the first six months of 1999 were $74iion, a decrease of 2% from sales of $75.8 millin the first six months of 1998. The
decrease was attributable mostly to decreaseddsa gaindustrial markets, which were partiallyseff by increases in sales to customers in the
semiconductor capital equipment industry.
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The following tables summarize net sales and péagess of net sales by customer type for the sixtmpariods ended June 30, 1998 and
1999:

SIX MONTHS ENDED
JUNE 30,

(IN THOUSANDS)

Semiconductor capital equipment.........cccceeeee. s $ 40,820 $ 43,854
Data storage..........cccccvvvvvveeeeenenn. 9,160 9,040
Flat panel display........cccccccvveeieerenennnn. 3,769 3,559
Industrial...........cccocoiiiiiiini, 18,881 13,745
Customer service technical support................. 3,220 4,045

SIX MONTHS ENDED

JUNE 30,
1998 1999
Semiconductor capital equipment.................... 53.8% 59.1%
Data storage.........cccoccvvvvvveenennnnnn. 12.1 12.2
Flat panel display..........ccccccerniiieeennnnes 5.0 4.8
Industrial........ccccoeiiiiiiiiiie, 24.9 185
Customer service technical SUPPOrt......ccccceeeeee s 4.2 54

100.0% 100.0%

The following tables summarize net sales and p¢ages of net sales by geographic region for themsirth periods ended June 30, 1998 and
1999:

SIX MONTHS ENDED

JUNE 30,
1998 1999
(IN THOUSANDS)
United States and Canada..........cocceevveeeeees e, $ 57,081 $ 53,453
o] o1 12,835 11,971
Asia PacifiC........ccccovvvvvviviiiiiieie. e 5,714 8,457
Rest of WOrld.......coooviiiiiiiiiiiieeees e 220 362

SIX MONTHS ENDED

JUNE 30,
1998 1999
United States and Canada.........cccccceveveeees s 75.3% 72.0%
EUurope.......ccccceviiiiiiiiiiins 16.9 16.1
Asia Pacific.. 7.5 11.4
Rest of World.........cooovviviiiiiiiiiiieeeen, 0.3 0.5

100.0% 100.0%

GROSS MARGIN. Our gross margin for the first sixmttts of 1999 was 42.3%, up from 29.2% in the istmonths of 1998. The

improvement in gross margin was primarily a restibur efforts to reduce material and manufactudgmgrhead costs, including
implementation of our restructuring plan in thedmuarter of 1998.
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We provide warranty coverage for our systems ranfjiom 12 to 24 months. We estimate the anticipatesds of repairing systems under
such warranties based on the historical averags obsepairs. To date, we have not experienceufignt warranty costs in excess of our
recorded reserves.

RESEARCH AND DEVELOPMENT. Our research and develeptrexpenses are incurred researching new techias|atgveloping new
systems and improving existing system designs. &ekend development expenses for the first sixthsoof 1999 were $12.6 million, up
from $12.2 million in the first six months of 199@presenting an increase of 3%. The increase tirdsugable to higher spending for
materials and supplies. As a percentage of s@ssarch and development expenses increased to IrytB&ofirst six months of 1999 from
16.1% in the first six months of 1998.

We believe continued research and developmenttimesg for development of new systems is criticabtio ability to serve new and existing
markets. Since our inception, research and devedapoosts generally have been internally fundedadifiave been expensed as incurred.

SALES AND MARKETING. Sales and marketing expensggp®rt domestic and international sales and margetctivities which include
personnel, trade shows, advertising and other rtiagkactivities. Sales and marketing expenseshfeffitst six months of 1999 were $7.3
million, up slightly from $7.1 million in the firssix months of 1998, representing an increase of @%@ percentage of sales, sales and
marketing expenses increased to 9.8% in the fixsnenths of 1999 from 9.3% in the first six montfs1998.

GENERAL AND ADMINISTRATIVE. General and administiaé expenses support our worldwide financial, adstiative, information
systems and human resources functions. Generaldmiuhistrative expenses for the first six month4 @9 were $6.0 million, up from $5.6
million in the first six months of 1998, represemtian increase of 7%. As a percentage of salegraleaind administrative expenses increased
to 8.0% in the first six months of 1999 from 7.4&the first six months of 1998.

OTHER INCOME. Other income consists primarily oferest income and expense, foreign exchange gathbases, and other non-
operating expenses. Other income for the firstreixaths of 1999 was $17,000, compared to $227,08tkiffirst six months of 1998,
representing a decrease of 93%.

Interest expense consists principally of borrowingder our bank credit and capital lease facililied a state government loan.

We have experienced fluctuations in foreign curyezxchange rates, particularly against the JapayerseBeginning in 1997, we entered i
various forward foreign exchange contracts as @éedainst currency fluctuations in the yen. Weiooe to evaluate various methods to
minimize the effects of currency fluctuations.

PROVISION FOR INCOME TAXES.The income tax provisimas $2.3 million for the first six months of 198®mpared to an income tax
benefit of $333,000 for the first six months of 89Fhe estimated effective rate was 40.5% for s $ix months of 1999, compared to an
effective income tax benefit rate of 12.9% for finst six months of 1998. The higher effective colidated tax rate for the first six months of
1999 is attributable to losses recorded at our Aded Energy Voorhees subsidiary in the second guaftL 998 for which no tax benefit had
been recorded and a shift in the mix of our taxatdeme toward a greater share from countries higher effective tax rates. Changes in the
relative earnings of our U.S. and foreign operatiaffect our consolidated effective tax rate. T@aRtent that a larger percentage of taxable
earnings are derived from our foreign subsidianbsse tax rates are higher than domestic tax ratespuld experience a higher
consolidated effective tax rate than the histoniaéés we have experienced. We adjust our
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provision for income taxes periodically based uffmmanticipated tax status of all of our foreigi @omestic entities.
YEAR ENDED DECEMBER 31, 1997 COMPARED TO YEAR ENDED DECEMBER 31, 1998

SALES. Sales for 1998 were $124.7 million, a deseeaf 29% from sales of $175.8 million for 1997eTdecrease was due to decreased unit
sales. The semiconductor capital equipment induaffgcted primarily by the Asian financial crisexperienced a severe downturn from the
end of 1997 through 1998. This caused a 41% dexiaasur sales to this industry in 1998 comparetia®7, primarily in the United States
and the Asia Pacific region. Sales to the datag®industry decreased 27%, although sales taaogedt customer in that industry grew
significantly from 1997 to 1998, resulting in highsales in Europe. Sales to industrial markets \skgétly higher, but would have been lo

if not for the full-year effect of sales by ToweleEtronics in 1998.

GROSS MARGIN. Our gross margin for 1998 was 29.détyn from 38.1% in 1997. The decrease in gross imavgs primarily due to
unfavorable absorption of manufacturing overheaa @sult of significant capacity expansion in 189d the reduced level of sales in 1998.

RESEARCH AND DEVELOPMENT. Research and developnexpienses for 1998 were $23.8 million, up from $1fiffon in 1997,
representing an increase of 23%. As a percentageled, research and development expenses inciteat®d % in 1998 from 11.0% in 1997
as a result of the lower sales base. The increamsepienses from 1997 to 1998 is primarily due todases in payroll, materials and supplies,
purchased services, and higher infrastructure ¢ostsew product development.

We recorded a one-time charge of $3.1 million i87.8r the portion of the Tower Electronics purahasice attributable to in-process
research and development. This one-time chargetismaluded in the $19.3 million reported for resdeand development expense in 1997.

SALES AND MARKETING. Sales and marketing expens@sif998 were $13.5 million, up from $11.6 millian1997, representing an
increase of 16%. The increase is attributable gbéni payroll costs incurred as we continue to iaseeour sales management and product
management capabilities. Additionally, we increaspgending in 1998 to develop worldwide applicatiengineering capabilities. As a
percentage of sales, sales and marketing expemzessed to 10.9% in 1998 from 6.6% in 1997 asualtref the lower sales base.

GENERAL AND ADMINISTRATIVE. General and administiaé expenses for 1998 were $9.5 million, down fi$h0.5 million in 1997,
representing a decrease of 10%. This decreasananiy attributable to implementation of our 198&tructuring plan. As a percentage of
sales, general and administrative expenses inatéase5% in 1998 from 6.0% in 1997. This increass due to the lower sales base.

OTHER EXPENSES. We took one-time charges totalii@ $nillion in 1997. We took a net charge of $2.ifliom for storm damage to our
headquarters and main manufacturing facilities thstilited from heavy rains in the Fort Collins areduly 1997. We settled with our
insurance carrier in 1998, and recorded a $1.iamillecovery in the fourth quarter of 1998.

As discussed above in "--Research and Developmemt'acquisition of Tower Electronics resulted iwi@te-off of $3.1 million in 1997 for
purchased in-process research and developmenthghimndeductible for income tax purposes.

We took one-time charges totaling $3.7 million 898. In August 1998, we announced a restructuriag f respond to the downturn in the
semiconductor capital equipment market. The platuged a reduction of workforce of 128 people,dtusure of one facility in our Fort
Collins,
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Colorado campus, and the abandonment of planststret a new manufacturing facility in Fort CoflirOther reductions in workforce at the
Voorhees facility were effected during 1998. Wektacone-time charge of $1.0 million for the restaning in the third quarter of 1998.

On October 8, 1998, we acquired RF Power Prodacispooling of interests that involved the exchaoig®ur million shares of our common
stock for the publicly held common stock of RF Po®eoducts. We incurred as part of the businessbamation $2.7 million of acquisition
expenses recorded in the fourth quarter of 199&wik non-capitalizable and generally nondeduetibl income tax purposes.

OTHER (EXPENSE) INCOME. Other (expense) income wagprimarily of interest income and expense,ifpr&exchange gains and losses
and other non-operating expenses. Interest incom&08 was $1.1 million, up from $0.6 million iI897, representing an increase of 83%.
Interest income was due primarily to earnings aegtiments made from the proceeds of our IPO in hdez 1995 and our underwritten
public offering in October 1997.

Interest expense decreased to approximately $0lidmfior 1998 from $0.5 million for 1997.

PROVISION (BENEFIT) FOR INCOME TAXES. The incomexthenefit was $2.9 million for 1998 compared tarmome tax provision of
$7.5 million in 1997. The estimated effective ratgs 23.4% for 1998, compared to an effective ra&8®% for 1997. The lower rate of the
tax benefit in 1998 was due to nondeductible cass®ciated with our acquisition of RF Power Progluand foreign operating losses for
which no benefit was recorded.
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QUARTERLY RESULTS OF OPERATIONS

The following tables present quarterly resultsafiats and as a percentage of sales for each @igfe quarters in the period ended June 30,
1999. We believe that all necessary adjustmentssisting only of normal recurring adjustments, hbgen included in the amounts stated
below to present fairly such quarterly informatidime operating results for any quarter are not ssandy indicative of results for any
subsequent period.

QUARTER ENDED

SEPT. 30, DEC. 31 , MAR. 31, JUNE 30, SEPT. 30, DEC. 31, MAR .31, JUNE 30,
1997 1997 1998 1998 1998 1998 1 999 1999
(UNAUDITED) (IN THOUSANDS, EXCEPT PER SHARE DATA)
Sales.....cociiiiiiiiiins $ 52,688 $ 56,0 59 $ 43,869 $ 31,981 $ 26,292 $ 22,556 $ 32,728 $ 41,515
Cost of sales................. 31,658 34,8 78 30,263 23,466 18,317 15,939 19,630 23,222
Gross profit 21,030 21,1 81 13,606 8,515 7,975 6,617 13,098 18,293
Operating expenses:
Research and development..... 5,484 5,6 56 5,835 6,394 5,722 5,898 5,852 6,758
Sales and marketing.......... 2,829 3,6 84 3,564 3,512 3,255 3,200 3,305 3,979
General and administrative... 2,780 3,3 71 2,859 2,768 2,353 1,503 2,870 3,088
Restructuring charge......... - - - -- 1,000 - -- -
Merger costs................. - - - - - 2,742 - -
Storm damages (recoveries)... 3,000 3 00) - -- - (1,117 -- -
Purchased in-process research
and development............ 3,080 -- - - - - - -
Total operating expenses....... 17,173 12,4 11 12,258 12,674 12,330 12,226 12,027 13,825
Income (loss) from
operations................... 3,857 8,7 70 1,348 (4,159) (4,355) (5,609) 1,071 4,468
Other (expense) income......... (22) 37 98 129 (214) 345 (39) 56
Net income (loss) before income
tAXES.. v 3,835 8,8 07 1,446 (4,030) (4,569) (5,264) 1,032 4,524
Provision (benefit) for income

LAXES. e, 2,544 2,3 05 552  (885) (1,089) (1,478)

$ 1,291 $ 65 02$ 894 $ (3,145)$ (3,480) $ (3,786) $

24$ 003$%$ (012)% (0.13)$ (0.14)$

Diluted weighted-average number
of shares and share
equivalents.................. 26,401 27,1 43 27,170 26,531 26,585 26,681 28,027 28,169
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QUARTER ENDED

SEPT. 3 0, DEC. 31, MAR. 31, JUNE 30,
1997 1997 1998 1998

(UNAUDITED)

SaleS. ..o 100.0 % 100.0% 100.0% 100.0%
Cost of sales........ccccvvvevvevennnnn. 60.1 62.2 69.0 73.4
Gross Margin..........oeeecvvveveeeennns 39.9 37.8 31.0 26.6

Operating expenses:
Research and development...
Sales and marketing..............
General and administrative....
Restructuring charge
Merger COStS.........ccvvvvvvvevnnnnnnn. -- --
Storm damages (recoveries).............. 5.7 (0.5) -- --

10.1 13.3 19.9
6.6 8.1 11.0
6.0 6.5 8.7

Purchased in-process research and
development.........ccocueveeninnns 5.8 - - -

Total operating expenses 32.6 22.2 27.9 39.6

Income (loss) from operations............. 7.3 15.6 3.1 (13.0)

Other income (expense)............c.c..... 0.0 0.1 0.2 0.4

Net income (loss) before income taxes..... 7.3 15.7 3.3 (12.6)
Provision (benefit) for income taxes...... 4.8 4.1 1.3 (2.8)

Net income (I0SS)......ccvvvvveevenennn. 25 % 11.6% 2.0% (9.8)%

SEPT. 3 0, DEC. 31, MAR. 31, JUNE 30,
1998 1998 1999 1999

% 100.0% 100.0% 100.0%
70.7 60.0 55.9

Gross Margin..........ooeeevvveveeeennns 30.3 29.3 40.0 44.1

Operating expenses:

Research and development................ . 26.1 17.9 16.3
Sales and marketing 14.2 10.1 9.6
General and administrative.... 6.7 8.8 7.4
Restructuring charge.................... -
Merger COStS......ccovuvvirereerennennn. -- 12.2 -- -
Storm damages (recoveries).............. -- (5.0) -- --
Purchased in-process research and

development..........cocceveeninnns -- - - -

Total operating expenses.................. 46.9 54.2 36.7 33.3
Income (loss) from operations............. (16.6 ) (24.9) 3.3 10.8
Other income (expense) (0.8 ) 1.6 (0.2) 0.1
Net income (loss) before income taxes..... 174 ) (23.3) 3.2 10.9
Provision (benefit) for income taxes...... (4.2 ) (6.5) 15 4.2

Y% (16.8)% 1.6%  6.7%

Net income (loss)

Our quarterly operating results have fluctuateaificantly and we expect them to continue to exgrce significant fluctuations. Quarterly
results are affected by a variety of factors, maimyhich are beyond our control, including:

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

- the timing and nature of orders placed by majmtemers;
- customer cancellations of previously placed as@ard shipment delays;

- pricing competition from our competitol



- component shortages resulting in manufacturingyde

- changes in customers' inventory management pes;ti

- the introduction of new products by us or our petitors; and

- costs incurred by responding to specific featerpiests by customers.

A substantial portion of our shipments are made tjust-in-time" basis in which shipment of systemesurs within a few days or hours after
an order is received. Our backlog is not meaningédause of the importance of "just-in-time" shipiseWe are dependent on obtaining
orders for shipment in a particular quarter to aehiour revenue objectives for that quarter. Acoglg, it is difficult for us to predict
accurately the timing and level of sales in a pat#ir quarter. Due to our "just-titne" program, we anticipate quarterly fluctuatiomsales t
continue to occur.
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Sales fluctuated significantly during the periodsgented, reflecting changing demand. Demand fosystems is affected primarily by
changes in the semiconductor capital equipment eraflhe semiconductor capital equipment market epeed a major but short-lived
recovery in the second half of 1997, but then &sedownturn began at the end of 1997 and contithwredgh 1998 until the market began to
recover in early 1999. Our quarterly sales gengraltrored the market. To a lesser extent, salesafiected by events in the data storage, flat
panel display and other industrial markets.

Our gross margin fluctuated significantly, primganieflecting the level at which we utilized our nidiacturing capacity. Successive decreases
in gross margin to 31.0% in the first quarter 088 &nd 26.6% in the second quarter of 1998 werdaldecreased utilization of capacity
resulting from two successive quarterly decreasesilies to the semiconductor capital equipmentsitnguGross margin improved to 30.3%
the third quarter of 1998, despite continued desrdaitilization of capacity, due to lower matedasts obtained through supplier contract
negotiations and cost improvements realized fronrestructuring. Gross margin declined to 29.3%hafourth quarter of 1998, due
primarily to further decreased utilization of cajpacesulting from another decrease in sales tes#miconductor capital equipment industry.
Gross margin increased significantly to 40.0% imfirst quarter of 1999, primarily as result of efforts to reduce material costs and, to a
lesser extent, the higher sales base. Gross magaased again in the second quarter of 1999 .t#44ue to the higher sales base.

Operating expenses have been affected by non-negutnarges and credits and our responses to chamgemand for our product,
particularly from the semiconductor capital equipiiedustry. For example, in the third quarter 897, we recorded a $3.0 million charge in
connection with storm damage we experienced antevaf $3.1 million of purchased in-process reskaned development associated with
the Tower Electronics acquisition. Due to the dawmtin the semiconductor capital equipment industr{998, our operating expenses were
held relatively flat during the first half of 1998 anticipation of an early recovery. With the extand duration of the downturn still uncert:

in the second half of 1998 we reduced operatingesges while maintaining a minimum level of resosncecessary to address an upturn in
the semiconductor capital equipment industry tlegfam to occur in the first half of 1999. Operatixgpenses in the third and fourth quarters
of 1998 were also affected by non-recurring chaegebcredits. Operating expenses increased inr8tévfo quarters of 1999, reflecting
expenditures to support the significant growthates during those periods. As a percentage of sgpesating expenses have declined during
periods of rapid sales growth, when sales increasadate faster than our ability to add persoandifacilities to support the growth, and
increased during periods of flat or decreased safllesn our infrastructure is retained to suppoticgrated future growth.

Our provision (benefit) for income taxes fluctuagghnificantly from the third quarter of 1997 thghuthe second quarter of 1999, primarily
due to the effect of non-recurring charges andityedor example, an effective income tax rate@B886 in the third quarter of 1997 was due
primarily to the $3.1 million write-off associatedth the acquisition of Tower Electronics. An effiee income tax benefit rate of 28.1% for
the fourth quarter of 1998 was due primarily to eeductible merger costs offset by tax benefits nesa for operating losses incurred during
the quarter.

LIQUIDITY AND CAPITAL RESOURCES

Since our inception, we have financed our operatianquired equipment and met our working cap&alirements through borrowings un
our revolving line of credit, longerm loans secured by property and equipment, ftastfrom operations and proceeds from equity affgs.

Operating activities used cash of $2.1 millionha first six months of 1999, primarily a resultieéreases in accounts receivable and
inventories, partially offset by net income, in@gesa in accounts payable and increased accrugisyooll, employee benefits and income
taxes.
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Operating activities provided cash of $4.7 milliarthe first six months of 1998, primarily as auk®f decreases in accounts receivable and
inventories, offset by the net loss, decreasesdnunts payable and decreased accruals for incaxes.tWe expect future receivable and
inventory balances to fluctuate with net sales.ph®ide just-intime deliveries to certain of our customers and imayequired, under certe
contracts or agreements, to maintain minimum legklsventory to satisfy our customers' deliverguigements. Any increase of our
inventory levels will require the use of cash tafice the inventory.

Investing activities used cash of $1.1 millionle first six months of 1999 and included the pusehaf property and equipment for $3.0
million, offset by sales of $1.9 million of markéta securities. Investing activities used cash32$nillion in the first six months of 1998
included the purchase of property and equipmen$4od million and the purchase of a stock investnea start-up company for $0.75
million, offset by sales of $1.5 million of markbta securities.

Financing activities in the first six months of B98rovided cash of $3.0 million and consisted primaf proceeds of $1.8 million from the
exercise of employee stock options and net incesimseotes payable and capital lease obligatiodsl & million. Financing activities in the
first six months of 1998 used cash of $1.6 millioxd consisted primarily of payment of notes payable capital lease obligations of $1.9
million, partially offset by proceeds of $0.3 milfi from the exercise of employee stock options.

We plan to spend approximately $7.0 million throdigé remainder of 1999 and the first six month@J0 for the acquisition of
manufacturing and test equipment and furnishingsthér, we continue to implement our managemerngsysoftware, including the
replacement of existing systems in our domesticfarggn locations. We expect to incur aggregatdscof approximately $0.3 million
related to training and implementation of the saftvthrough the year 2000.

As of June 30, 1999, we had working capital of 867illion. Our sources of available funds as ofel80, 1999 consisted of $11.3 million of
cash and cash equivalents, $14.2 million of matketsecurities, and a credit facility consistingad$30.0 million revolving line of credit, of
which none was outstanding as of June 30, 1999aAcks under the revolving line of credit bear edéeat either the prime rate (8.25% at
September 16, 1999) minus 1.25% or the LIBOR 360rdte (6.0425% at September 16, 1999) plus 158 paits, at our option. All
advances under the revolving line of credit willhes and payable on December 7, 2000, unless $pQtanillion of indebtedness is conver
into a 3-year term loan prior to that date.

We believe that our cash and cash equivalents,etesle securities, cash flow from operations araillable borrowings will be sufficient to
meet our working capital needs for the next twehanths. From time to time, we may raise capitadtigh additional equity or debt financi
in order to take advantage of favorable market itamd or to fund material capital equipment puisdsor desired expansion. We have
considered, and will continue to consider, possilgiguisitions of businesses or entities, which eleelsie could create synergies or
opportunities for us. If we were to undertake onenore acquisitions, we may require additional &imdhich may be provided by the sale of
equity or debt securities. The requisite fundingminot be available when required or it might betavailable on terms acceptable to us.
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BUSINESS
OVERVIEW

We design, manufacture and support power conveesidrcontrol systems. These systems are importampa@nents of industrial
manufacturing equipment that modifies surfacesepogits or etches thin film layers on computer shfDs, flat panel displays such as
computer screens, DVDs, windows, eyeglasses, palals and other products. Our systems refine,fjnadd control the raw electrical
power from a utility and convert it into power thatuniform and predictable. This allows manufaictyirequipment to produce and deposit
very thin films at an even thickness on a massestdke market and sell our systems primarily todagjobal OEMs of semiconductor, flat
panel display, data storage and other industrialfitm manufacturing equipment.

We have sold our systems worldwide to more thanQBMs and directly to more than 500 end-users.&Simception, we have sold more
than 150,000 power conversion and control syst€usprincipal customers include Applied Materi@sjzers, Eaton, Lam Research,
Novellus, Singulus and ULVAC

BACKGROUND
THE MARKET FOR PLASMA-BASED THIN FILM PRODUCTION PR OCESSES

Manufacturing processes in use today employ tiim tiechnology to modify surfaces or to deposittwhethin layers of materials on
substrates such as silicon, glass and metalscémtgears, significant technological advancesiim film processes have permitted materials
to be manipulated on an atomic and molecular lé&Mahufacturers can now both deposit and etch lagensaterials that are less than one
hundredth of a micron in thickness. Thin film pratian processes enable manufacturers to controbldedthe electrical, magnetic, optical
and mechanical characteristics of materials. Prisdumduced by thin film processing include integdacircuits, flat panel displays and
magnetic media. The ongoing demand for improvemiarttse performance, capacity and speed of thesdugts drives manufacturers to
develop more advanced technology to produce incrglgshinner, more consistent and more preciserisyf film.

Thin film production processes are now used incatbrand rapidly growing range of industrial mantifeang processes. Thin film processes
have been employed most extensively in the semigdndindustry. In the fabrication of integratedcaits, multiple thin film layers of
insulating or conductive materials are depositea @rafer or substrate. Each thin film layer becoaremtegral part of microscopic device
and circuitry features. For example, the curremtegation dynamic random access memory chips (DRAEsmanufactured with ten to thi
layers of film and an overall thickness of no mtiven 0.5 microns. Thin film manufacturing processieslar to those employed in the
semiconductor industry are increasingly being usdte production of flat panel displays such asrtionitors in portable computers. These
processes are also used extensively in the datgstindustry in the production of CDs, DVDs andhpater hard disks. Thin film processes
for data storage products are used to create tiwaband magnetic storage mediums and to deposiegtive wear surfaces on the finished
products. In addition, industrial manufacturersénbegun to use thin film processes to apply coatordilms to a wide range of products,
including solar panels, architectural glass, eyssga, tools, bar-code readers, lenses, automatit® front surface mirrors, razor blades,
decorative wrappings and food product packaging.

The primary applications for thin film manufactugimclude deposition, in which a layer of matersatieposited on a surface, and etch, in
which unneeded portions of a layer are removedh Titmh production was initially accomplished witlgqliid chemicals, known as wet
chemistry processing, or thermal processes. Ower, ihose processes became inadequate for many
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applications as the demand for products requitiigner, more precise films increased. Plasma-bpsazess technology was developed to
address the limitations of wet chemistry and theteehnologies and to enable new applications.

Today plasmaased processing is broadly used by thin film mactufers. Plasma is commonly created by applyimgign electrical force t

a gas at reduced pressure to separate electrongtair parent atoms. The atom is transformedtighly energetic state. In plasma-based
thin film processing, the material to be altereapwn as the substrate, and one or more specifesga® inserted into a vacuum chamber.
plasma created from the gases is then manipulatetebtrical forces to alter the molecular charasties of the substrate surface. Plasma-
based processes are inherently more controllaldlerame accurate for many applications than otherfitm production processes because of
the electrical characteristics of plasma. It isgilae to more precisely control the arrival rategle and energy of molecules at the surface
being modified using electrical forces. Plasma-tasecess technology is expected to continue englto meet the worldwide growth in
demand for smaller, more versatile electronic®rfirisual resolution products and denser datagtomzediums because of the precision
provided by plasma's electrical characteristics.

Below is an illustration of a plasma-based producprocess:

[Nllustration titled "Plasma Process lllustratioépicting in diagram form the flow of utility powé&s a power conversion and control system,
with arrows identifying the plasma, ions, elecfiédd and substrate in the vacuum process system.]

POWER CONVERSION AND CONTROL SYSTEM REQUIREMENTS

The effectiveness of plasma-based production psesedepends in large part on the quality of thetrétal power used to ignite and
manipulate the plasma. A power conversion and obaystem used in a plasma-based process musg refiodify and control the raw
electrical power from a utility and convert it inp@wer that is uniform, predictable and preciselygatable, which permits the production of
identical thin films of unvarying thickness on asaacale. Instability of electrical forces in thaspa may damage or destroy the substrate
under production, as well as the power conversimhantrol system. A power conversion and contysteam must react within microsecor
or millionths of a second, to changes in the l@fghe utility supplied power, the electrical cheteistics of the plasma and the process
control settings in order to avoid instabilitiehe€lkey requirements for plasma processing powerarsion and control systems are:

CONVERSION AND CONTROL OF HIGH POWER. Plasma-bapealduction requires the generation of extremelhhayels of electrical
power, usually in the range of 500 to 25,000 waittsontrast, the power level required to operatstrthome and office electrical equipmet
generally far below 500 watts. A power conversiad aontrol system must include the ability to pmiypeonvert the externally supplied
power, and must also make accurate and fast measnte so the system can be dynamically controliledse measurements are difficult
because of the strong electrical fields
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and electrical noise that result from the high poeencentration and the nature of the plasma itelditionally, a power conversion and
control system must meet the small footprint regmients of a clean room environment while minimizimg impact of the concentration of
electrical radiation and heat caused by tightlykpadcigh power circuitry.

CONTROL OVER A WIDE RANGE OF POWER LEVELS. Powems@rsion and control systems for plasma-based psesemust operate
over a wide range of power levels in order to suppwariety of plasma-based processes and agplisat-or example, a power conversion
and control system may need to operate at powetdéfat vary by a factor of one thousand. In @sttrthe power supplies used in most
home and office electrical equipment generally ardgd to operate at power levels that vary by neerttean a factor of two. One of the most
challenging requirements for plasma-based prooasgipconversion and control systems is the needyfstem instrumentation to make rapid
measurements of many electrical characteristicjding current, voltage, power and impedance EvEhe measurements must be made
with precision, speed and accuracy at both lowragh levels of power.

CONTROL OF UTILITY INSTABILITIES. Incoming power fim a utility supplier is subject to brownouts, sggvoltage transients and
general voltage variations. A power conversion amatrol system must serve as a buffer from theabdity of raw utility power sources.
Under normal operating conditions, excluding broutspvoltage from the utility source may vary bynasch as 10%. In comparison, even a
1% variance in the power supply to a plasma chammagr cause significant defects in the film undeduiction.

CONTROL OF ARCS. One of the most critical probleimst arises from a failure to control power in agpha-based process is arcing, which
is characterized by intense localized electricathiarges which act like lightning. Arcs often cassgous damage to both the substrate and
the power conversion and control equipment. A povegrversion and control system must not only bgedgenough to withstand the impact
of abrupt electrical changes in the plasma, buttralse contain circuitry to extinguish arcs as tbegur. The power system must act to
control the power levels within less than a micoosel in order to effectively control arcs.

CONTROL OF SYSTEM INSTABILITIES. The current andliage in the plasma may fluctuate in some advaptesima-based processes
using exotic gases and electrode arrangementsngassstem instabilities. The power conversion emditrol system must promptly detect
changing electrical characteristics of the plasmhadjust the power supply to prevent instabilitlethese system instabilities are not
properly controlled, the thin films will lack unifmity, which may seriously impair the yield and foemance of the products being
manufactured.

CHARACTERISTICS OF THE POWER CONVERSION AND CONTROL SYSTEM MARKET

The plasma-based processing industry requires @ raitge of power frequencies for plasma-basedithrprocesses, from zero frequency
direct current (DC) to alternating current (ACYr@quencies of several gigahertz. Frequency inflesrihe type of physical and chemical
activity that will occur in the plasma. Power corsien and control systems change the frequencgweiutility power as required for
particular applications. For example, DC is typigaised in PVD processes, while high frequency A€hsas RF are typically used in etch
and chemical vapor deposition (CVD) processes.

Power conversion and control systems for plasmaépsocesses often need to be highly customizetktt application and customer
requirements. This customization involves develgpinique design and component configurations tmfgepecific variations in power,
voltage, current and frequency levels, modificatifor interfacing with customer equipment, and atijients to controls and external
packaging requirements. The lotegm challenge facing manufacturers of power casivarand control systems is to efficiently prodtloese
complex, highly customized
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systems in a cost effective manner. Moreover, p@sarersion and control systems must be continyaddpted to address the requirem
of the growing number of applications using thimfproduction processes. The customers for thgsestgf systems are generally large,
global OEMs in the semiconductor capital equipméat,panel display and data storage markets. Tagyire a global infrastructure from the
manufacturers of power control and conversion syste

THE ADVANCED ENERGY SOLUTION

We have been and continue to be a pioneer in thelafement of power conversion and control systemna&fivanced plasmaased productic
processes.

Key elements of the Advanced Energy solution inelud

KNOWLEDGE OF PLASMA-BASED PROCESSES. Since our jptaan, we have built a large base of expertisd@ihteraction between
plasma-based processes and power conversion atrdl®ystems. This knowledge allows us to develggiesns that optimize our customers'
plasma-based processes and applications, andisb @sgtomers and potential customers in developew process applications. One of our
core competencies is our ability to advise custemédesign advantages that may be achieved implmsed production processes for
specific applications and in the related power epsion and control systems. We regularly placesoigntists and engineers at customer sites
to support customers in their process developnwéatbelieve this application of knowledge and resesiis unique in the industry and
represents a key competitive strength.

UTILIZATION OF SWITCHMODE TECHNOLOGY. We believe #i we developed the first switchmode power coneeraind control
systems for plasma-based processing. Switchmoderpoanversion is a digitally based solution to poe@nversion that represents an
improvement over previously employed alternatidsitchmode based systems are smaller, lighter astérfdue to their use of high speed
switching. Switchmode technology also enables rapiatrol of the high power required in plasma-bgsediuction processes and improves
the response time to random variables in the sydteaddition, switchmode has the benefit of sigaifitly reducing the stored energy in a
system, a major cause of arcing. The MDX systeni¢chwve introduced in 1983, was the first switchmedever supply available for PVD
applications. It reduced the amount of stored gnbyga factor of 100 to 1,000 times compared totétmdinology then in use and fostered the
development and widespread use of PVD processesitil¢e switchmode technology in the majority afrsystems. We believe our
expertise with switchmode-based systems providegthsa competitive advantage.

MEASUREMENT AND CONTROL SOLUTIONS. We have designaar systems to incorporate high speed, highlyipeeglectronic
measurement and system controls. Multiple sensomSrially measure current, voltage and other gtadtproperties of the plasma. These
measurements are converted into signals, proceggedigital signal processors, and the results thenverted to input signals for the power
conversion and control systems. Our power converai@ control systems thus dynamically controlftbe of power delivered, minimize
stored energy, make precise system adjustmentgeamsate for random variabilities and notify therugfeout-of-range conditions. These
dynamic in-system controls enable our systemsduet or eliminate arcs and other system or utiétgted instabilities.

REUSABLE ENGINEERING AND MODULAR DESIGN. We provideustomers with fast time-to-market solutions bgigeing our
components using:

- reusable engineering, in which the core technolifga component can be incorporated in a simitengonent of a new system or a new
product platform; and

- modular design, in which the same component irssgistems of one product platform can be usegstess of another product platform.
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Reusable engineering and programmable softwaredl@séaitectures enable us to modify our basic piats to create solutions that are
tailored for specific applications and customeuisgments. We achieve efficiencies by designingmaducts to have an open architecture,
common features and standard components and icgsrécross a variety of processes. As a resulbglieve we have the capability to
deliver a broad range of customized products withrtsead times and on a competitively priced basis

STRATEGY

We have achieved a market leadership position plyaqg our large base of expertise in the inte@mcttietween plasma-based processes and
power conversion and control systems to designiyigiecise, customized power conversion and costystems that provide a wide range of
power frequencies for plasniased thin film processes. Our strategy is to noetto build upon our leadership positions in gamisonducto
capital equipment, flat panel display and dataagterindustries while exploring other emerging merké/e believe our five key growth
opportunities are:

EXPANDING LEADERSHIP IN OUR CORE MARKETS. We arectimarket share leader in the semiconductor cagailpment, data
storage and flat panel display markets. We platotdinue to increase our penetration in these thradets by introducing new products and
solutions for our existing customers and targetiag customers, but our primary focus will contitode on the semiconductor capital
equipment market. For example, in the semiconduwapital equipment market, we believe that sigaiftcopportunities exist for us to
introduce new products for processes or applicat8uch as:

- etch applications using RF power;

- gas abatement;

- on-line measurement of power characteristics; and
- copper electroplating.

PROVIDING INTEGRATED SOLUTIONS FOR CUSTOMERS. Weliege that customers want solutions that improwepss control and
yield, and decrease their total cost and time tcketaWe are developing integrated systems to peomiore complete solutions that meet
customers' plasma-based process requirements. \@egtifying currently fragmented applicationg@thnology involving significant
power, measurement and control content, and dewgjaptegrated, high performance, robust and cfistve solutions for these
applications.

TARGETING EMERGING APPLICATIONS. We are targetinmerging applications that have the potential toefiefrom more efficient
and reliable use of power in manufacturing proceésetelecommunications networking equipment, exdtive parts, tools, architectural
glass and other industrial products.

PURSUING ACQUISITIONS TO FUEL GROWTH. We activelgek complementary technologies and companies aaasnio expand our
presence in existing and emerging markets andawige integrated solutions for customers and pakatistomers. We have acquired and
integrated four companies in the last two years.cafinually evaluate companies whose productseeithologies could enhance our sys
level capabilities.

CAPITALIZING ON WORLDWIDE INFRASTRUCTURE. Our priripal customers are large, global OEMs that reghia¢ their suppliers
have a well-developed worldwide infrastructure. gflen to continue to take advantage of and expan@stablished global infrastructure,
operating skills and comprehensive product poxftdi better serve these customers and to attractnstomers with international support
needs.
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PRODUCTS

Our switchmode power conversion and control systeave enabled our customers to develop new plassadiprocessing applications. In
1982, we introduced our first low-frequency switade power conversion and control system specijicdkigned for use in plasma
processes. In 1983, we introduced our first DCesystlesigned for use in PVD applications. This D&tey is a compact, cost-effective
power solution which greatly reduces stored eneagyajor limitation in PVD systems. In 1989, weadtluced tuners used to match the
characteristics of the plasma with the RF genesafiinis theme was carried further with the intraghrcof the Pinnacle series of DC systems
in 1995. In 1990, we introduced the first switchrad®F power conversion and control systems for msetmiconductor etch applications.
This product line achieved significant design wiesause of its smaller size and its ability to pteyvmore precise control. In 1998, we
developed the APEX series of RF systems which egetachnology to further reduce size and extendrdwuency and power range of our
RF product line. We introduced a family of accessofor the DC product line in 1993. These puls€&ifgpoducts provided major
improvements in arc prevention and suppressiona®eurrently extending the power range of ouresyistto much higher power levels to
enable us to supply products for emerging inddsipalications. The products in these product fesitange in price from $1,500 to
$150,000, with an average selling price of apprataty $9,200.

The acquisition of the assets of MIK Physics, movided the base technology for our recently iticed Astral products, which are high-
power DC systems used in PVD equipment.

The acquisition of Tower Electronics in August 1¥Xpanded our product line to include low-power pgver conversion systems for use in
telecommunications and other industrial applicatiorhese power conversion systems range in power 50 watts to 600 watts and have an
average selling price of approximately $500.

The acquisition of RF Power Products in October8l®@@anded our product line of RF generators artdhiray networks. Solid-state
generators are presently available for power reguénts of up to 5,000 watts and are sold priméoilyapital equipment manufacturers in the
semiconductor, flat panel display, thin film, anthbytical equipment markets. Tube-type generatmsawailable at power levels from 10,000
to 30,000 watts and are primarily sold to capitplipment manufacturers in the thin film head maotufidng market. RF matching networks
are systems composed primarily of variable inductard capacitors with application-specific circtiitat can be designed to a customer's
specific power requirements. Our RF generatorsnaathing networks have average selling prices aimtd our DC products.

The acquisition of Fourth State Technology in Setiter 1998 enhanced our capability to design ancufaature RF power-related process
control systems used to monitor and analyze datainrfilm processes. Fourth State's technology &€nabling us to develop power
conversion and control systems that incorporateackd measurement and control systems.

The acquisition of a majority interest in LITMAS A&ugust 1999 is expected to expand our producttbriaclude plasma abatement systems
and high-density plasma sources. These produdtbeviharketed to semiconductor capital equipmentufeturers.
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The following chart sets forth our principal protilines and related basic information:

PRODUCT DESCRIPTION
PLATFORM
Direct MDX Power control a
Current conversion syst
Products
MDX-II Power control a
conversion syst
Pinnacle Power control a
conversion syst
Sparc-LE Arc management
accessory
E-Chuck Electrostatic
chuck power
system
Radio HFV Power control a
Frequency conversion syst
Products
RFX Power control a
conversion syst
RFG Power control a
conversion syst
RFEXII Power control a
conversion syst
APEX Power control a
conversion syst
AZX, VZX, Tuner
SwitchMatch
RF Power control a
conversion syst
Hercules Power control a
conversion syst
Atlas Power control a
conversion syst
Mercury Tuner
FTMS Tuner
Low and Mid-  PE and PE-II Low-frequency
Frequency power control a
Products conversion syst

PD Mid-frequency
power control a
conversion syst

LF Low-frequency
power control a
conversion syst

POWER/CURRENT MAJOR PROCESS
LEVEL APPLICATIONS
nd 500W-80kW PVD
em - Metal sputtering
- Reactive sputtering
nd 15kW-120kW PVD

em - Metal sputtering
- Reactive sputtering
nd 6kW-120kwW PVD
em - Metal sputtering
- Reactive sputtering
1kW-60kW For use with MDX systems--pe

precise control of reactive
sputtering of insulating fil

less than 100W  General wafer handling in
semiconductor PVD, CVD and e

applications
nd 3kW-8kwW PVD
em Etch
nd 600W General R&D
em
nd 600W-5.5kW Etch
em CVD
nd 600W-5.5kW Etch
em CvD
nd 1000W-10kW Etch
em CVD
100W-5kW Impedance matching network
nd 500W-3kW Etch
em CVD
nd 10kW-30kW PVD
em
nd 1.5kW-5kW Etch
em
500W-10kW Impedance matching network
2kW-5kW Impedance matching network
1.25kW-30kW CVD
nd PVD
em - Reactive sputtering

Surface modification
1.25kW-8kwW CVvD

nd PVD
em - Reactive sputtering
Surface modification
500W-1kW Etch
nd PVD
em
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PRODUCT DESCRIPTION POWER/CURRENT MAJOR PROCESS

PLATFORM LEVEL APPLICATIONS
High-Power Astral-20 Pulsed DC power 20kw PVD
Products system - Metal sputtering
- Reactive sputtering
Astral-120 Pulsed DC power 120kW PVD
system - Reactive sputtering
Crystal Multizone 180kwW Semiconductor epitaxy
induction heati ng
power system
Other Gen-Cal RF power 50W-3kW Generator diagnostic tool
Products measurement
RF-EP RF probe 50W-5kW End-point detection system
Z-Scan RP probe 50W-5kW Impedance measurement tool
RF-MS RF metrology 5W-5kW Plasma diagnostic tool
system
ID lon-beam 500W-5kW lon-beam deposition
conversion and lon implantation
control system lon-beam etching/milling
E'Wave Bi-polar 400W-8kW Electroplating copper onto a wafer

electroplating

MARKETS, APPLICATIONS AND CUSTOMERS
MARKETS

Most of our sales historically have been made &iamers in the semiconductor capital equipmentdtrguSales to customers in this indut
represented 59% of our sales in 1997, 49% in 19838% in the first six months of 1999. Our powenwersion and control systems are .
used in the flat panel display, data storage ahdrahdustrial markets. Following is a discussiéthe major markets for our systems:

SEMICONDUCTOR CAPITAL EQUIPMENT MANUFACTURING MARKE. We sell our products primarily to semiconductapital
equipment manufacturers for incorporation into pment used to make integrated circuits. Our prada currently used in a variety of
applications including deposition, etch, ion imgtion and megasonic cleaning. The precise cootret plasma-based processes that use ou
power conversion and control systems enables thduption of integrated circuits with reduced featsizes and increased speed and
performance. We anticipate that the semiconduepital equipment industry will continue to be ansiigant part of our business for the
foreseeable future.

FLAT PANEL DISPLAY MANUFACTURING EQUIPMENT MARKET.We also sell our systems to manufacturers of fiatgb displays
and flat panel projection devices, which have fdiion processes similar to those employed in naantufing integrated circuits. Flat panel
technology produces bright, sharp, large, coldn-images on flat screens for products ranging fnamd-held computer games to laptop
computer monitors to large-screen televisions. &lage three major types of flat panel displaysiitigcrystal displays, field emitter displays
and gas plasma displays. There are two typestgbdliael projection devices, liquid crystal projeatiand digital micro-mirror displays. We
sell our products to all five of these markets.

DATA STORAGE MANUFACTURING EQUIPMENT MARKETS. Ourneducts are sold to data storage equipment manuéastand to
data storage device manufacturers for use in pinducvariety
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of products, including CDs, computer hard diskghboedia and thin film heads, CD-ROMs and DVDs. Sehproducts use a PVD process to
produce optical and magnetic thin film layers, &l \&s a protective wear layer. In this marketttead towards higher recording densities is

driving the demand for increasingly dense, thiranedt more precise films. The use of equipment inm@ing magnetic media to store analog
and digital data continues to expand with the ghosftthe laptop, desktop, and workstation compurtarkets.

OTHER INDUSTRIAL MARKETS. We sell our products tcE®s and producers of end products in a varietynd@istrial markets. Thin film
optical coatings are used in the manufacture ofyniadustrial products including solar panels, amttural glass, eyeglasses, lenses, bar-cods
readers and front surface mirrors. Thin films afrdond-like coatings and other materials are cugreqpplied to products in plasma-based
processes to strengthen and harden surfaces omliseche products as tools, razor blades, autom@i@rts and hip joint replacements. Other
thin film processes that use our products also lereliariety of industrial packaging applicatiosigsch as decorative wrapping and food
packaging. The advanced thin film production preessallow precise control of various optical anggital properties, including color,
transparency and electrical and thermal condugtifihe improved adhesion and high film quality féeg from plasma-based processing
make it the preferred method of applying the tiilimg. Many of these thin film industrial applicati® require power levels substantially
greater than those used in our other markets.

We sell low-wattage power supplies to OEMs in #dledcommunications, non-impact printing and laserkets through Tower Electronics.
For example, Tower Electronics provides producth#olargest manufacturer of non-impact printeesdusr printing date codes and lot
information on beverage cans.

APPLICATIONS

Our products have been sold for use in connectitimtive following processes and applications:

SEMICONDUCTOR DATA STORAGE FLAT PANEL DISPLAY INDUSTRIAL/RESEARCH

Chemical vapor CD-ROMs Activ e matrix LCDs  Automobile coatings
deposition CDs Digit al micro-mirror Chemical, physical
(CVD)(metal and DVDs Field emission and materials
dielectric) Hard disk carbon wear dis plays research

Etch coatings Large flat panel Circuit board etch-

High density plasma Hard disk magnetic dis plays back and de-smear
CVD media LCDp rojection Consumer product

lon implantation Magneto-optic CDs  Liqui d crystal coatings

Magnet field controls Recordable CDs dis plays Diamond-like coatings

Megasonic cleaning  Thin film heads Medic al applications Food package

Photo-resist Plasm a displays Glass coatings
stripping Non-impact printing

Physical vapor Optical coatings
deposition Photovoltaics

Plasma-enhanced CVD
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CUSTOMERS

We have sold our systems worldwide to more thanQBMs and directly to more than 500 end-users.&Simception, we have sold more
than 150,000 power conversion and control syst€usprincipal customers include Applied Materi@sjzers, Eaton, Lam Research,
Novellus, Singulus and ULVAC

Sales to our top ten customers accounted in theeggte for 67% of our total sales in 1997, 62%d988.and 67% in the first six months of
1999. We expect that sales of our products to theswmers will continue to account for a high patage of our sales in the foreseeable
future. Our customers include:

Alcatel Comptech Matt son Technologies
Applied Materials Moto rola

Balzers Nove llus

CVC Products Opti cal Coatings Laboratory
Eaton Plas maTherm

First Light Technology Sing ulus

Fujitsu Sony

Hewlett-Packard Sput tered Films

IBM Texa s Instruments
Intevac 3Com

Komag ULVA C

Lam Research Vert eq

Materials Research Division of Tokyo Vide ojet International

Electron, Ltd.

MARKETING, SALES AND SERVICE

We sell our systems primarily through direct sglessonnel to customers in the United States, EuaodeAsia, and through distributors and
sales representatives in China, France, Isradl, Bingapore, Sweden and Taiwan. Our domesticsaesonnel are located in our
headquarters in Fort Collins, Colorado, and inaegl sales offices in:

- Voorhees, New Jersey;

- Austin, Texas

- Milpitas, California; and

- Concord, Massachusetts.

We also have international offices in:

- Tokyo, Japan;

- Filderstadt, Germany;

- Bicester, United Kingdom; and

- Seoul, South Korea.

Each of the international offices has primary resiloility for sales in its respective market.
We sell our Tower Electronics products through nfacturers' representatives.

We believe that customer service and technical @gpe important competitive factors and are esseio building and maintaining close,
long-term relationships with our customers.
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Sales outside the United States represented apmatedy 23% of our total sales during 1997, 28%988 and 28% in the first six months of
1999. We expect sales outside the United Statesritinue to represent a significant portion of fatsales. For a discussion of risks involved
in international sales, see "Risk Factors--We migiitbe able to compete successfully in internafiomarkets or to meet the service and
support needs of our international customers".

We offer warranty coverage for our systems forqusiranging from 12 to 24 months after shipmenirsgaefects in design, materials and
workmanship.

MANUFACTURING

We conduct the majority of our manufacturing at faailities in Fort Collins, Colorado and Voorhebdgw Jersey. We also conduct
manufacturing for one customer in Austin, Texasv@oElectronics conducts manufacturing at its fgcih Fridley, Minnesota. We genera
manufacture different systems at each facility. ®@anufacturing activities consist of the assembly &sting of components and
subassemblies which our customers then integraighrir equipment. Once final testing of all etezl and electro-mechanical
subassemblies is completed, the final system igstdal to a series of reliability enhancing op@eradiprior to shipment to customers. We
purchase a wide range of electronic, mechanicaksewrical components, some of which are custardyets designed to our specifications.
We also outsource some of our subassembly work.

INTELLECTUAL PROPERTY

We have a policy of seeking patents on inventiangeging new products or technologies as part obogoing research, development and
manufacturing activities. We currently hold eightéénited States patents and four foreign patentering various aspects of our systems.
We also have 47 patent applications pending irthiéed States, Europe and Japan. We believe thaidarof our patents generally exceeds
the life cycles of the technologies disclosed dadred in the patents.

For a discussion of risks involved in our intellegtproperty, see "Risk Factors--We are highly dejeat on our intellectual property but may
not be able to protect it adequately”.

COMPETITION

The markets we serve are highly competitive andattiarized by ongoing technological developmentsaranging customer requirements.
Significant competitive factors in our markets umé¢ product performance, price, quality and reliighand level of customer service and
support. We believe that we currently compete d¢iffety with respect to these factors, although wghtinot be able to compete effectively
the future.

The markets in which we compete have seen an iselieaglobal competition, especially from Japanase European-based equipment
vendors. We have several foreign and domestic coropefor each of our lines of products. Some af competitors are larger and have
greater resources than we do. Our ability to caetito compete successfully in these markets depmndar ability to introduce system
enhancements and new systems on a timely basigribuary competitors are ENI, a subsidiary of Ag88R) plc, Applied Science and
Technology (ASTeX), Huettinger, Shindingen, Kyos@omdel and Daihen. Our competitors are expectedritinue to improve the design
and performance of their systems and to introdgee systems with competitive performance charadiesisWe believe we will be required
to maintain a high level of investment in reseant development and sales and marketing in ordemntain competitive.
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RESEARCH AND DEVELOPMENT

The market for power conversion and control systantsrelated accessories is characterized by oggeahnological changes. We believe
that continued and timely development of new systand enhancements to existing systems to supjdvk @quirements is necessary for us
to maintain a competitive position in the marketsserve. Accordingly, we devote a significant gmrtdf our personnel and financial
resources to research and development projectsesidio maintain close relationships with our cugis and other industry leaders to
remain responsive to their product requirements.

Research and development expenses were $19.3miillib997, $23.8 million in 1998 and $12.6 millionthe first six months of 1999. The
expenses represented 11% of our total sales in, 199% in 1998 and 17% in the first six months d®34.9We believe that continued research
and development investment and ongoing developofamw products are essential to the expansiomofrarkets. We expect to continue
make significant investments in our research angldpment activities.

EMPLOYEES

At June 30, 1999, we had a total of 1,018 emplayefleshom 950 were full-time employees. There iun@mn representation of our
employees, and we have never experienced an engplogik stoppage. We utilize temporary employees means to provide additional si
while reviewing the performance of the temporanptayee. We consider our employee relations to loelgo
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MANAGEMENT

The following table sets forth certain informatioith respect to our directors and execuitve officer

NAME AGE POSITION WITH COMPANY

Douglas S. Schatz............. 53 Chief Executi ve Officer and Chairman of the Board

Hollis L. Caswell............. 68 President, Ch ief Operating Officer and Director

Richard P. Beck............... 66 Senior Vice P resident, Chief Financial Officer
and Director

Richard Scholl................ 60 Senior Vice P resident and Chief Technology
Officer

Joseph Stach................. 60 Senior Vice P resident

G. Brent Backman.............. 59 Director

Arthur A. Noeth............... 63 Director

Elwood Spedden................ 62 Director

Gerald M. Starek.............. 58 Director

Arthur W. Zafiropoulo......... 60 Director

DOUGLAS S. SCHATZ is a co-founder and has beenGhief Executive Officer and Chairman of the Boairete our incorporation in 1981.
From our incorporation to July 1997, Mr. Schatoasrved as our President. Mr. Schatz co-foundetigyrResearch Associates, Inc., a
designer of custom power supplies, and serveda4dde President of Engineering from 1977 throug8al

HOLLIS L. CASWELL joined our board of directors iebruary 1997 and served on the Audit and Compensabmmittees from that time
until June 1997. Dr. Caswell became our Chief OjpegaOfficer in June 1997. He also became our Beggiin July 1999. From 1990 to 19
Dr. Caswell was Chairman of the Board and Chiefdatige Officer of HYPRES, Inc., a manufacturer apserconducting electronics. Prior to
that time, Dr. Caswell served as Senior Vice Peggidf Unisys Corporation, an information technglagmpany, and President of its
Computer Systems Group.

RICHARD P. BECK joined us in March 1992 as Vice$tdent and Chief Financial Officer and became dadéfice President in April 199
He joined our board of directors in September 1996m 1987 to 1992, Mr. Beck served as Executivee\Rresident and Chief Financial
Officer of Cimage Corporation, a computer softwemenpany. Mr. Beck is a director, and serves orAthdit and Compensation Committees,
of Applied Films Corporation, a publicly held maaafurer of flat panel display equipment.

RICHARD A. SCHOLL joined us in 1988 as Vice PresiteEngineering. Mr. Scholl became our Chief Tedbgy Officer in September
1995. Prior to joining us, Mr. Scholl was Generadger, Vacuum Products Division at Varian Assesialnc., a publicly held manufactu
of high-technology systems and components.

JOSEPH STACH joined us in October 1998 as a Sé&ficar President. Dr. Stach had been the Chairmasiddnt and Chief Executive
Officer of RF Power Products from 1992 until Octoi898 when we acquired RF Power Products, whicheagamed Advanced Energy
Voorhees, Inc. Dr. Stach continues to serve asdenaetsof Advanced Energy Voorhees.

G. BRENT BACKMAN is a co-founder and has been onlmard of directors since our incorporation in 198lr. Backman had been one of
our Vice Presidents from our incorporation untilrdt998, when he became our Senior Vice Presidgmecial Projects. Mr. Backman sen
in this position until he retired in January 19P%ior to co-founding Advanced Energy,
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Mr. Backman was a Business Manager at lon Tech, &nmanufacturer of ion beam systems, sourcestrefécs and components.

ARTHUR A. NOETH joined our board of directors inyd997 and has served on the Audit and Compens@iwonmittees since that time.
From 1993 to 1998, Mr. Noeth was President of thpl&nt Center, a provider of ion implant serviagshie electronics industry. From April
1987 to September 1993, he was President of

A.N. Services, a business consulting service.

ELWOOD SPEDDEN joined our board of directors in Asg1995 and has served on the Audit and Compensatmmittees since that
time. Mr. Spedden was a Senior Vice President oARlencor, a manufacturer of automatic test equigrasad in the fabrication of
semiconductors, from July 1996 to June 1997. Fré@0through March 1996, Mr. Spedden was with Cred&ystems Corporation, a
manufacturer of automatic test equipment usedarfdbrication of semiconductors, in various seni@nagement positions including
President, Chief Executive Officer and Vi€&airman of the Board. Mr. Spedden is also a direaft Insight Objects, a privately held softw
company.

GERALD M. STAREK joined our board of directors irct@ber 1998, following our acquisition of RF PoviRgzoducts and has served on the
Audit Committee since that time. Mr. Starek hadrbaeon-employee director of RF Power Productsesitebruary 1994. Mr. Starek was the
founder of Silicon Valley Group, Inc., a supplidramtomated wafer processing equipment for the eemductor industry. He served as
Silicon Valley Group's Chairman from September 1888eptember 1991 and as Vice Chairman from SdpeD91 to April 1993. Mr.
Starek also is a director of AML Communications.Jrecmanufacturer of amplifiers for telecommunicas equipment.

ARTHUR W. ZAFIROPOULO joined our board of directorsOctober 1998, following our acquisition of RBWer Products and has served
on the Compensation Committee since that time Zdfiropoulo had been a non-employee director oFRwer Products since July 1992.
Mr. Zafiropoulo is the founder of Ultratech Steppec., a company that develops and manufacturemfithography equipment for the
semiconductor industry. Mr. Zafiropoulo has beeme€Executive Officer and Chairman of the BoardJratech Stepper since March 1993.
Mr. Zafiropoulo also served as President of Ulicht&tepper from May 1997 to April 1999 and from Mafl993 to March 1996. Mr.
Zafiropoulo is a director of Semi/Sematech, an eission of U.S.-owned suppliers of equipment, matsrand services to the semiconductor
industry and Semiconductor and Equipment Mateltgkrnational (SEMI), an international trade asation.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table provides information as to temmon stock beneficially owned and to be offerethe concurrent common stock
offering by the following persons:

- each person known to us to own more than 5%ettdmmon stock outstanding;
- each selling stockholder; and
- all of the current executive officers and direstas a group.

The table assumes that the underwriters' overradint option is not exercised. If the underwritek&r-allotment option is exercised, each
selling stockholder will sell an additional 15%thé& "Shares to be Sold" listed opposite his name.

SHARES B ENEFICIALLY SHARES BENEFICIALLY OW NED
OWNED P RIOR TO THE
OFFE RING (1) AFTER THE OFFERING ( 1)
------------------------ SHARES TO  --------m--mmmmmmeee
NAME NUMBER PERCENT BE SOLD NUMBER PERCENT( 2)
Douglas S. Schatz (3)......ccc.ceeue.. 11,939,50 0 4411 875,000 11,064,500 39. 42
G. Brent Backman (4)........ccccc...... 2,116,50 0 7.82 875,000 1,241,500 4. 42
Franklin Resources, Inc. (5)........... 1,756,10 0 6.49 -- 1,756,100 6. 16
Richard P. Beck (6)..........cccu... 170,61 4 * 50,000 120,614 *
Hollis Caswell (7).....c.ccccovernene 271,85 8 * 50,000 221,858 *
Richard Scholl (8)...........cccce... 398,84 0 1.47 100,000 298,840 1. 05
Joseph Stach (9)......cccccevvennne 348,50 8 1.27 50,000 298,508 1. 05

All executive officers and directors as
a group (10 persons) (10)............ 15,364,58 4 55.84 2,000,000 13,364,584 46. 87

* Less than one percent (1.0%)

(1) The numbers in the table reflect the stockhsldeeneficial ownership of common stock as of Seyer 16, 1999. A stockholder is
considered to beneficially own shares that:

- the stockholder actually holds;

- are held by persons related to the stockholder;

- are held by companies or trusts in which theldtolder has a significant interest; and

- the stockholder has the right to acquire witHdnd@ys, such as by exercising a stock option.

(2) The percentage is based on 27,065,355 shatgsioding as of September 16, 1999 plus the 1,00G;06ares we are offering to sell in the
concurrent common stock offering.

(3) Mr. Schatz' business address is 1625 Sharg Paive, Fort Collins, Colorado 80525.

(4) Mr. Backman has an option to purchase 7,500esh8y November 15, 1999, 60 days following Sefeni6, 1999, his option will be
exercisable as to 2,500 of those shares. Consistdnfootnote (1), the numbers in the table inelud

- 2,500 shares issuable upon the exercise of higropn or before November 15, 1999; and
- 546,000 shares owned by Mr. Backman's wife, ¢llengh Mr. Backman disclaims beneficial ownersHighese shares.

Mr. Backman's address is 946 Lochland Court, Foti3, Colorado 8052¢
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(5) This information is based on the Schedule 18 Franklin Resources, Inc., Charles B. JohnsapgeR H. Johnson, Jr. and Franklin
Advisers, Inc. filed with the Securities and ExcparCommission on January 26, 1999. The ScheduleiridiGates that these shares are held
by one or more open- or closed-end investment caiepar other managed accounts that are advised/bgtment advisory subsidiaries of
Franklin Resources. Charles B. Johnson and Rupeltlhson, Jr. are the principal shareholders afilfin Resources, and Franklin Advis

is a subsidiary of Franklin Resources. The addi@ssach of these persons is reported as 777 Marlaland Boulevard, San Mateo,
California 94404.

(6) Mr. Beck has options to purchase 40,000 sh&g&ovember 15, 1999, his options will be exerblsaas to 15,313 shares, which shares
are included in the numbers in the table.

(7) Dr. Caswell has options to purchase 318,438sh&y November 15, 1999, his options will be eigable as to 257,500 shares, which
shares are included in the numbers in the table.

(8) Mr. Scholl has options to purchase 10,000 shddene of these options will be exercisable by &oker 15, 1999. Mr. Scholl's wife, who
is one of our business unit managers, has opt@parchase 23,874, shares. By November 15, 199®dtiens will be exercisable as to
18,468 of those shares. The numbers in the tableda:

- the 18,468 shares issuable upon the exercisaaf 8¢holl's options on or before November 15, 1898
- 300 shares owned by Mrs. Scholl.

(9) Dr. Stach has options to purchase 241,430 stedreur common stock. RF Power Products had gilaspiions to Dr. Stach prior to the
time that we acquired RF Power Products. We assuhuosg options and also granted new options t&tach. By November 15, 1999, his
options will be exercisable as to 110,180 sharéssiwshares are included in the numbers in thetabl

(10) The numbers in the table include:

- an aggregate of 431,121 shares that the exeauificers and directors can purchase under theaksbptions on or before November 15,
1999;

- 546,000 shares owned by Mrs. Backman;
- 300 shares owned by Mrs. Scholl and 18,468 shssaable upon the exercise of options owned by Biekoll; and
- 6,292 shares owned by the wife of one of our odirectors.
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DESCRIPTION OF CAPITAL STOCK

Our authorized capital stock consists of 40,000 gl¥res of common stock, $0.001 par value, and1Q00 shares of preferred stock, $0.001
par value. As of September 16, 1999, 27,065,358estaf common stock were outstanding, held by 9fdéers of record, and no shares of
preferred stock were outstanding. In addition, 3,287 shares were reserved for issuance underd®ar Stock Option Plan, 102,461 shares
were reserved for issuance under the RF Power sfatidn plans we assumed in connection with ouussitipn of RF Power in October
1998, 94,500 shares were reserved for issuance ondé@995 Non-Employee Director Stock Option Piawd 171,550 shares were reserved
for issuance under our Employee Stock Purchase Rfaof September 16, 1999, options to purchassggregate of 1,993,961 shares of
common stock were outstanding under these plans.

COMMON STOCK

The holders of common stock are entitled to one Yot each share held of record on all matters #i#xirto a vote of stockholders. Subjec
preferences that may be applicable to any outstgrghiares of preferred stock that may be issuedididers of common stock are entitled to
receive ratably any dividends that may be declénad 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 datgling 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 anyestiecurities. There are no redemption
or sinking fund provisions applicable to the comnstock. All outstanding shares of common stockfaltg paid and non-assessable.

PREFERRED STOCK

Our board of directors has the authority, withaettan by the stockholders, to designate and isgu® 1,000,000 shares of preferred stock in
one or more series and to designate the dividetag vating rights and other rights, preferencesrastrictions of each series any or all of
which may be greater than the rights of the comstook. The actual effects of the issuance of amayeshof preferred stock upon the rights of
holders of the common stock might include:

- restricting dividends on the common stock;

- diluting the voting power of the common stock;

- impairing the liquidation rights of the commowock; and

- delaying or preventing a change in control.

We have no present plans to issue any shares fef e stock.
DELAWARE LAW AND CERTAIN CHARTER PROVISIONS
Our certificate of incorporation and bylaws inclystevisions which:

- allow the board of directors to issue preferrextis with rights senior to those of the common ktaithout any further vote or action by the
stockholders;

- limit the right of the stockholders to call a si@@ meeting of stockholders; and

- allow us to impose various procedural and otequirements that could make it more difficult fewckholders to effect certain corporate
actions. Such provisions could have the effect akimg it more difficult for a third party to acqgeiror of discouraging a third party from
attempting to acquire, control of Advanced Enefgych provisions could limit the price that certaminestors might be willing to pay in the
future for shares of our common stock.
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We also are subject to provisions of the Delawagadgal Corporation Law, including Section 203 whcbhibits a publicly-held Delaware
corporation from engaging in a "business combimétigith an "interested stockholder" for a periodtofee years after the date of the
transaction in which the person became an intetesgtekholder, unless upon consummation of suctsaetion the interested stockholder
owned at least 85% of the voting stock of the caapon outstanding at the time the transaction cemred or unless the business
combination is, or the transaction in which suctspe became an interested stockholder was, appiowaegdrescribed manner. A "business
combination” includes a merger, an asset sale apather transaction resulting in a financial bértefthe interested stockholder. An
"interested stockholder” is a person who, togetVithr affiliates and associates, owns 15% or morthefcorporation's voting stock.

TRANSFER AGENT
The transfer agent and registrar for our commooksi® Boston Equiserve.
DESCRIPTION OF CONVERTIBLE NOTES

The convertible notes will be issued under an itgenbetween Advanced Energy and State Street BadK rust Company of California,
N.A., as trustee, a copy of which is filed as ahikit to the registration statement of which thiegpectus forms a part. The followi
summaries of certain provisions of the indenturedpurport to be complete and are subject to,aaadjualified in their entirety by
reference to, the detailed provisions of the cdtilvlernotes and the indenture, including the d&éins therein of certain terms.

OVERVIEW

The convertible notes will be unsecured, direchegal, subordinated obligations of Advanced Enengy will mature on , 2006. Payment in
full of the principal amount of the convertible astwill be due on , 2006 at a price of 100% ofgthiecipal amount.

The convertible notes will bear interest at theummate shown on the front cover of this prospgétom , 1999 or from the most recent date
to which interest has been paid or provided foyapée on and of each year, commencing , 2000 thaiprincipal is paid or made available
for payment, to the person in whose name the ctiblenote is registered at the close of businesthe preceding or , as the case may be.

The convertible notes will be convertible into skgof our common stock initially at the conversiate stated on the front cover of this
prospectus at any time following the initial issiage of the convertible notes and before the adésrisiness on the business day immediately
preceding , 2006, unless previously redeemed arcbpsed. The conversion rate will be subject jostithent upon the occurrence of certain
events described under "--Conversion Rights".

The convertible notes are redeemable at our opti@my time on or after , 2002, in whole or in pattthe redemption prices set forth below
under "-Optional Redemption by Advanced Energy", plus aedrand unpaid interest to the date of redemptibe.cbnvertible notes also i
subject to repurchase by us at the option of théens upon a change of control as described befweu'--Repurchase at Option of Holders
Upon a Change in Control".

The principal of, premium, if any, and interesttba convertible notes will be payable, and the eotilvle notes may be surrendered for
registration of transfer, exchange and conversibthe office or agency of the trustee in Manhathgw York. See "--Payment and
Conversion". Payments, transfers, exchanges angecsions relating to beneficial interests in cotibés notes
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issued in book-entry form will be subject to theqedures applicable to global notes described below

We will initially appoint the trustee as paying agdransfer agent, registrar and conversion afggrihe convertible notes. In these capacities,
the trustee will be responsible for:

- maintaining a record of the aggregate holdingsooivertible notes represented by the global neseribed below, and accepting convertible
notes for exchange and registration of transfer,

- ensuring that payments of principal, premiungrif, and interest received by the trustee frormusspect of the convertible notes are duly
paid to The Depository Trust Company (DTC) or itsninees,

- transmitting to us any notices from holders @& tlonvertible notes,
- accepting conversion notices and related docusreemd transmitting the relevant items to us, and
- delivering certificates for common stock issugmi conversion of the convertible notes.

We will cause each transfer agent to act as atragasnd will cause each transfer agent to keeggister at their office in which, subject to i
reasonable regulations we may prescribe, we wilige for registration of transfers of the convadinotes. We may vary or terminate the
appointment of any paying agent, transfer ageasbawversion agent, or appoint additional or othemdg or approve any change in the office
through which any agent acts. However, we willletimes maintain a paying agent, a transfer ageta conversion agent in Manhattan,
New York. We will cause notice of any resignatitarmination or appointment of the trustee or anyiqmpagent, transfer agent or convers
agent, and of any change in the office through tvlicy agent will act, to be provided to holdershaf convertible notes.

No service charge will be made for any registratibtransfer or exchange of convertible notes viieitmay require payment of a st
sufficient to cover any applicable tax or other gmmmental charges.

FORM, DENOMINATION, TRANSFER, EXCHANGE AND BOOK-ENT RY PROCEDURES

The convertible notes will be issued only in fulgistered form, without interest coupons, in mimmdenominations of $1,000 and integral
multiples in excess of $1,000. The convertible sa@ld in this offering will be issued only agaipayment in immediately available funds.

The convertible notes initially will be representadone or more notes in registered, global foefenred to as global notes. The global notes
will be deposited upon issuance with the trusteeuatodian for DTC, in New York, New York, and reigired in the name of DTC or its
nominee, for credit to an account of a direct alirect participant in DTC as described below.

Transfers of beneficial interests in the globaksawill be subject to the applicable rules and edoces of DTC and its direct or indirect
participants, which may change from time to time.

Except as set forth below, the global notes matydesferred, in whole and not in part, only to &ieothominee of DTC or to a successor of
DTC or its nominee. Beneficial interests in thelbglbnotes may not be exchanged for notes in aaat#d form except in the limited
circumstances described below under "--Exchang@&ook-Entry Notes for Certificated Notes".
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EXCHANGES OF BOOK-ENTRY NOTES FOR CERTIFICATED NOTE S

A beneficial interest in a global note may not ketenged for a note in certificated form unless:
-DTC

-- notifies us that it is unwilling or unable tordoue as depositary for the global note, or

-- has ceased to be a clearing agency registeidel timle Securities Exchange Act,

-- and in either case we fail to appoint a sucaedspositary within 90 days after we are notifiedecome aware of either of the events
described above,

- at our option, we notify the trustee in writiritgat we elect to cause the issuance of all of tieenible notes in certificated form, or

- there shall have occurred and be continuing @mteaf default or any event which after noticeapde of time or both would be an event of
default with respect to the convertible notes.

In all cases, certificated notes delivered in ergieafor any global note or beneficial interestarny global note will be registered in the
names, and issued in any approved denominatiomsested by or on behalf of the depositary, in ata&oce with its customary procedures.

CERTAIN BOOK-ENTRY PROCEDURES FOR GLOBAL NOTES

The descriptions of the operations and procedurB € that follow are provided solely as a matteconvenience. These operations and
procedures are solely within the control of DTC ane subject to changes by DTC from time to time. tdke no responsibility for these
operations and procedures and urge investors tacoDTC or its participants directly to discusegl matters.

DTC has advised us as follows:

-DTCis a:

-- limited purpose trust company organized underdws of the State of New York,

-- member of the Federal Reserve System,

-- "clearing corporation” within the meaning of tdaiform Commercial Code, and

-- "clearing agency" registered under the provisiohSection 17A of the Securities Exchange Act.

- DTC was created to hold securities for its pgrtiats and to facilitate the clearance and settieroisecurities transactions between
participants using electronic book-entry changeacitounts of its participants, thereby eliminating need for physical transfer and delivery
of certificates.

- Participants include securities brokers and dealmnks, trust companies and clearing corpora@m may include certain other
organizations.

- Certain participants, or their representativegether with other entities, own DTC.

- 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.
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DTC has advised us that its current practice, uperissuance of a global note, is to credit thpeetve principal amount of the individual
beneficial interests represented by a global rmtee accounts with DTC of the participants througtich interests are to be held. Ownership
of beneficial interests in the global note will flown on, and the transfer of that ownership véleffected only through records maintained
by DTC or its nominees, with respect to intere$tsasticipants. With respect to the interests abpas other than participants, ownership and
transfers of ownership interests will be shown nd effected through the records of participantsiaditect participants.

As long as DTC, or its nominee, is the registereldér of a global note, DTC or such nominee, wdlldonsidered the sole owner and holder
of the convertible notes represented by such globt for all purposes under the indenture anadtimertible notes. Except in the limited
circumstances described above under "--ExchangBeaf-Entry Notes for Certificated Notes", owners of bi@ial interests in a global nof

- will not be entitled to have any portion of tlidbal note registered in their names,
- will not receive or be entitled to receive phydidelivery of notes in definitive form, and

- will not be considered the owners or holders efglobal note, or any convertible notes represelyeitie global note, under the indenturt
the convertible notes.

Accordingly, each person owning a beneficial inéera the global note must rely on the procedufd3TeC and, if such person is not a
participant, those of the participant through whicht person owns its interest, in order to exeraisy rights of a holder under the indentui
the convertible note.

Investors may hold their interests in the globdkerdirectly through DTC if they are participantssinch system, or indirectly through
organizations that are participants in such systdhinterests in a global note will be subjecttb@ procedures and requirements of DTC.

The laws of some states require that certain psrke physical delivery of securities that theynawdefinitive form. The ability to transfer
beneficial interests in a global note to those @esanay be limited because global notes are notsepted by physical certificates. Since
DTC can act only on behalf of its participants, @bhin turn act on behalf of indirect participantalaertain banks, the lack of a physical
certificate may also adversely affect the abilityagerson owning a beneficial interest in a glaimk to pledge their interest to persons or
entities that do not participate in the DTC systemytherwise take actions in respect of thosadsts.

Cash payment of the principal of, premium on, ies¢on, or the redemption or repurchase of theaglobte will be made to DTC or its
nominee, as the case may be, as the registered oiiine global note by wire transfer of immedigtalailable funds on each relevant
payment date. Neither we, the trustee nor any obotheir respective agents will have any resgailisi or liability for any aspect of the
records relating to or payments made on accoubénéficial ownership interests in a global notduding any delay by DTC or any
participant or indirect participant in identifyirilge beneficial ownership interests. We and thagrimay conclusively rely on, and shall be
protected in relying on, instructions from DTC &l purposes.

We expect that DTC or its nominee will immediatetedit participants' accounts upon receipt of ashgayment of principal, premium,
interest or the redemption or repurchase pricespect of a global note representing any convertibtes, in amounts proportionate to their
respective beneficial interests in the principabant of the global note as shown on the record3T&E or its nominee. We expect that
adjustments will be made as necessary so thatpayshents are made with respect of whole notes onlgss DTC has reason to believe that
it will not receive payment on the payment date. 3#® expect that payments by participants to tieeos of
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beneficial interests in the global note held thiotige participants will be governed by standingringions and customary practices, as is |
the case with securities held for the accountsuefamers registered in "street name". These payweéhtbe the responsibility of those
participants.

Redemption notices will be sent to DTC or its noaanlif less than all the convertible notes aredetadeemed, DTC's practice is to deterr
by lot the amount of the holdings of each partiniga the issue to be redeemed.

Neither DTC nor its nominee will consent or votéhwiespect to the convertible notes. Under its lustecedures, DTC mails an omnik
proxy to the issuer as soon as possible afterett@rd date. The omnibus proxy assigns DTC's, araitsinee's, consenting or voting rights to
those participants to whose accounts the conventibtes are credited on the record date. Thoskiparits are identified in a listing attached
to the omnibus proxy.

Interests in the global notes will trade in DTCante-Day Funds Settlement System, and secondaryetteakling activity in those interests
will therefore settle in immediately available fimydubject in all cases to the rules and procedfrBI C and its participants. Transfers
between participants in DTC will be effected in @eiance with DTC's procedures, and will be sefilesame-day funds.

DTC has advised us that it will take any actiompigied to be taken by a holder of convertible npitesluding the presentation of convertible
notes for exchange as described below and the czioweof convertible notes:

- only at the direction of one or more participatotsvhose account with DTC interests in the glatmks are credited, and

- only in respect of the portion of the aggregatagipal amount of the convertible notes as to \Wtee participant or participants has or have
given that direction.

However, if there is an event of default underdbevertible notes, DTC reserves the right to exgkahe global notes for convertible note
certificated form, and to distribute the convesgibbtes to its participants.

Although DTC has agreed to the foregoing procediresder to facilitate transfers of beneficial auship interests in the global note among
participants, it is under no obligation to perfoomcontinue to perform those procedures, and thoseedures may be discontinued at any
time.

None of us, the trustee nor any of our or theipeetive agents will have any responsibility for gerformance by DTC, its participants
indirect participants of their respective obligasaunder the rules and procedures governing itseatipes, including maintaining, supervising
or reviewing the records relating to, or paymenéslenon account of, beneficial ownership interestabal notes.

PAYMENT AND CONVERSION

The principal of the convertible notes will be phlgain U.S. dollars, against surrender of the catitve notes at the office or agency of the
trustee in Manhattan, New York, by dollar checlogttransfer to a dollar account maintained by tbielér with a bank in New York City.
Payment of interest on a convertible note may beéeny dollar check mailed to the person entitleth&interest at their address as it appears
in our security register, or, upon written applicatby the holder to the security registrar no¢tahan the relevant record date, by transfer
dollar account maintained by the holder with a benthe United States. Transfers to dollar accouriishe
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made only to holders of an aggregate principal arhoficonvertible notes in excess of $2,000,000.

Payments in respect of the principal of, and premiii any, and interest on any global note regextan the name of DTC or its nominee will
be payable by the trustee to DTC or its nominatsinapacity as the registered holder under therindge. Under the terms of the indenture,
we and the trustee will treat the persons in win@saes the convertible notes, including the glolb&s, are registered as the owners of those
notes for the purpose of receiving payments anarigrand all other purposes. Consequently, neitieethe trustee nor any agent of ours or
the trustee's has or will have any responsibilitiiability for:

- any aspect of DTC's records or any participantisdirect participant's records relating to, ayments made on account of, beneficial
ownership interests in the global notes,

- maintaining, supervising or reviewing any of D¥@cords or any participant's or indirect paraiaigs records relating to the beneficial
ownership interests in the global notes, or

- any other matter relating to the actions andtpas of DTC or any of its participants or indir@articipants.

Any payment on a convertible note due on any dayithnot a business day may be made on the nez¢sding business day with the same
force and effect as if made on the due date, andtacest will accrue on the payment for the pefiodn and after that date.

Convertible notes may be surrendered for conversidhe office or agency of the trustee in Manhmatidew York. In the case of global not
conversion will be effected by DTC upon notice frtéme holder of a beneficial interest in a globaenio accordance with its rules and
procedures. Convertible notes surrendered for agiove must be accompanied by a conversion notideaag payments in respect of interest,
as applicable, as described below under "--ConmemRights".

All money for the payment of principal of, and priem, if any, or interest on any convertible notattis deposited with the trustee or any
paying agent or then held by us in trust which ri@sanclaimed at the end of two years after theygayt has become due and payable m:
repaid to us. Thereafter, the holder of such cdibtermnote will look only to us for payment and imberest will accrue on the amount that we
hold.

CONVERSION RIGHTS

The holder of any outstanding convertible note hél/e the option to convert all or any portionta principal amount of a convertible note
that is an integral multiple of $1,000 into shasésur common stock at any time following the ongjiissue date of the convertible notes and
prior to the close of business on the businessrdmediately preceding the maturity date. The cosieerrate will be equal to the number of
shares per $1,000 principal amount of convertibles shown on the front cover of this prospecttie donversion rate is subject to
adjustment in certain events as described below.rifiint to convert a convertible note called fatemption or delivered for repurchase will
terminate at the close of business on the bustessmmediately preceding the redemption date punehase date for such note, unless we
default in making the payment due upon redemptrapurchase.

The right of conversion attaching to any conveetibbte may be exercised by the holder by delivetiegconvertible note at the office or
agency of the trustee in Manhattan, New York, aqzamed by a duly signed and completed notice o¥ersion, a copy of which may be
obtained from the trustee. A holder of a conveetibte will cease to have any further rights aelddr of a convertible note at the time of
conversion. The conversion date will be the date on
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which the convertible note and the duly signed emtpleted notice of conversion are so deliveredprsnptly as practicable on or after the
conversion date, we will issue and deliver to thistee a certificate or certificates for the numiifefull shares of our common stock issuable
upon conversion, together with payment in lieurof &action of a share. This certificate will bansby the trustee to the conversion agent for
delivery to the holder. Shares of our common steslable upon conversion of the convertible nateaccordance with the provisions of the
indenture, will be fully paid and nonassessablewifidalso rank equally with the other shares of oammon stock outstanding from time to
time.

Holders that surrender convertible notes for cosiearon a date that is not an interest paymentwader the indenture are not entitled to
receive any interest for the period from the nertcpding interest payment date to the date of asivg except as described below.
However, holders of convertible notes on a regidaord date, including convertible notes surrendiéoe conversion after the regular record
date, will receive the interest payable on the eotilvie notes on the next succeeding interest payoete. Accordingly, any convertible note
surrendered for conversion during the period framdlose of business on a regular record datestogkning of business on the next
succeeding interest payment date must be accontbbyipayment of an amount equal to the interesalplayon that interest payment date on
the principal amount of convertible notes beingesndered for conversion. However, no payment véltéquired upon the conversion of any
convertible note, or portion thereof, that has beared for redemption or that is eligible to béivkred for repurchase if, as a result, the right
to convert such convertible note would terminaterduthe period between the regular record dateth@dlose of business on the next
succeeding interest payment date.

No other payment or adjustment for interest willhb@de upon conversion. Holders of our common siggiked upon conversion will not
entitled to receive any dividends payable to h@ddrour common stock as of any record date befeelose of business on the conversion
date. No fractional shares will be issued upon eosien but, instead, we will pay an appropriate aman cash based on the market price of
our common stock at the close of business on tteeafaconversion.

A holder delivering a convertible note for conversivill not be required to pay any taxes or duitresespect of the issue or delivery of our
common stock on conversion. However, we will notéguired to pay any tax or duty that may be payabtespect of any transfer involved
in the issue or delivery of our common stock irame other than that of the holder of the convertitdte. Certificates representing shares of
our common stock will not be issued or deliveretbss the person requesting such issue has pagittewamount of any tax or duty or has
established to our satisfaction that any tax oy thais been paid.

The conversion rate may be adjusted in certaintsyercluding:
- dividends, and other distributions payable in ooon stock on shares of our capital stock,

- the issuance of rights, options or warrants thalders of our common stock entitling them toseribe for or purchase shares of our
common stock at less than the then current marke# pf our common stock. However if those riglastions or warrants are only exercise
upon the occurrence of certain triggering evehiesn the conversion rate will not be adjusted uhtke triggering events occur,

- subdivisions, combinations and reclassificatioheur common stock,
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- distributions to all holders of our common stoélewidences of our debt, shares of our capitalkstoash or other assets, including securi
but excluding:

-- those dividends, rights, options, warrants aisttidutions referred to in the first two bulletipts above,
-- dividends and distributions paid exclusivelycash, and
-- distributions upon mergers or consolidationsvtach the next bullet point applies,

- distributions consisting exclusively of cash, lexiing any cash portion of distributions referredrt the bullet point immediately above or
cash distributed upon a merger or consolidationhih the next bullet point applies, to all holdefour common stock in an aggregate
amount that, combined together with

-- other all-cash distributions made within theger@ing 12 months from the date of the paymentspeet of which no adjustment has been
made, and

-- any cash and the fair market value of other iclaration payable in respect of any tender offeusyr any of our subsidiaries for common
stock concluded within the preceding 12 monthgapect of which no adjustment has been made,

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

- 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 imdeteoffer by us or any of our subsidiaries for coon stock expiring within the 12 months
preceding the expiration of that tender offer ispect of which no adjustment has been made, and

-- the aggregate amount of any all-cash distrimstieferred to in the immediately preceding bulgint to all holders of our common stock
within the 12 months preceding the expiration @ittiender offer in respect of which no adjustméatge been made,

exceeds 10% of our market capitalization on thératipn of such tender offer, and

- payment in respect of a tender offer or excharffge by a person other than us or any of our suésas in which, as the closing of the of
our board of directors is not recommending rejectibthe offer.

The adjustment referred to in the immediately padew bullet point will only be made if:

- the tender offer or exchange offer is for an amavhich increases that person's ownership of ommaon stock to more than 25% of the
total shares of our common stock outstanding, and

- the cash and value of any other consideratioludied in that payment per share of our common séackeds the then current market price
per share of our common stock on the business e&tysnicceeding the last date on which tenders drages may be made under such
tender or exchange.

The adjustment referred to in the immediately pdawe bullet point will not be made, however, if,&ghe closing of the offer, the related
offering documents disclose a plan or an intentilocause us to engage in any transaction desdoidesv in "--Mergers and Sales of Assets
by Advanced Energy". We reserve the right to insegthe conversion rate as we consider to be adeigsabrder that any event treated for
United States federal income tax purposes as a
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dividend of stock or stock rights will not be talabo the recipients. No adjustment of the conwersate will be required until the cumulative
adjustments amount to 1.0% or more of the convensite. We will compute any adjustments to the eosion rate under the indenture and
will give notice to the holders of any adjustments.

In the case of any consolidation or merger of AdeahEnergy with or into another person or any meofi@another person into Advanced
Energy or upon the sale or other transfer of afiudrstantially all of our assets, each convertiloliee then outstanding will become convertible
only into the kind and amount of securities, casth ather property receivable upon such consolidatizerger, sale or transfer by a holder of
the number of shares of common stock into whichctirevertible note was convertible immediately ptlwereto, assuming such holder of
common stock failed to exercise any rights of @ecand that such convertible note was then coiblerfThe preceding sentence will not
apply to a merger which does not result in anyassification, conversion, exchange or cancellatioiie common stock.

We may from time to time increase the converside far any period of at least 20 days if our boafrdirectors determines that an increase
would be in our best interests, which determinatidlhbe conclusive. We will give at least 15 dagsgor notice of the increase to the holders
of the convertible notes. No increase shall bertaki® account for purposes of determining whetherclosing price of the common stock
exceeds the conversion price by 105% in connegtitman event which otherwise would be a changsoimtrol.

If we make a distribution of property to our stookders that would be taxable to them as a dividentnited States federal income tax
purposes, and, under the anti-dilution provisioihe indenture, the number of shares into whiahvedtible notes are convertible is
increased, that increase will be deemed for Urfitiedes federal income tax purposes to be the payohartaxable dividend to holders of
convertible notes. This might occur with distrilmurts of our evidences of indebtedness or assetgematrally would not occur with stock
dividends on common stock or rights to subscrilveefanmon stock. See "Material United States Fedacaime Tax Consequences--United
States Holders".

SUBORDINATION

The payment of the principal of, premium, if angdanterest on the convertible notes, including ants payable on any redemption or
repurchase, will be subordinated in right of payierthe extent set forth in the indenture to thHergull and final cash payment of all of our
"senior debt". Our "senior debt" includes the pipat of, and premium, if any, and interest, inchglall interest accruing subsequent to the
commencement of any bankruptcy or similar proceggdirhether or not a claim for post-petition int¢rissallowable in any such proceeding,
on, and all fees and other amounts payable in atiomewith, the following, whether absolute or dogent, secured or unsecured, due or to
become due, outstanding on the date of the indemtuthereafter created, incurred or assumed:

- our indebtedness evidenced by a credit or loaeeagent, note, bond, debenture or other writteigatibn,
- all of our obligations for money borrowed,

- all of our obligations evidenced by a note or saminstrument given in connection with the acqgiosi of any businesses, properties or as
of any kind,

- our obligations
-- as lessee under leases required to be capiaiz@ur balance sheet under generally acceptediating principles and
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-- as lessee under other leases for facilitiesfaagruipment or related assets, whether or noitalized, entered into or leased for financing
purposes,

- all of our obligations under interest rate and-ency swaps, caps, floors, collars, hedge agretsyfemward contracts or similar agreements
or arrangements,

- all of our obligations with respect to letterscoédit, bankers' acceptances and similar faglifiecluding reimbursement obligations with
respect to the foregoing,

- all of our obligations issued or assumed as #ferded purchase price of property or servicesekaluding trade accounts payable and
accrued liabilities,

- all obligations referred to in the bullet poiatisove of another person or entity, the paymentro€ivwe have assumed or guaranteed, or for
which we are responsible or liable, directly oriiadtly, jointly or severally, as obligor, guarantw otherwise, or which is secured by a lien
on our property, and

- renewals, extensions, modifications, replacemeattatements and refundings of, or any indebtsdaeobligation issued in exchange for,
any indebtedness or obligation described in thebpbints above.

However, "senior debt" does not include

- the convertible notes or any indebtedness ogabbn if the terms of that indebtedness or obiamator the terms of the instrument under
which it is issued expressly provide that it is soperior in right of payment to the convertibleasoor

- any particular indebtedness or obligation thatowe to any of our direct or indirect subsidiaries.

We may not make any payment on account of prin@pal premium, if any, or interest on, or rederaptor repurchase of, the convertible
notes if:

- we default in the payment of principal, premitfrany, or interest, including a default under aagurchase or redemption obligation, or
other amounts with respect to senior debt, anddéftult continues beyond the applicable graceodest

- we default and that default continues with respetdesignated senior debt" that permits the éisaf designated senior debt to accelerate
its maturity. Designated senior debt includes daligations under

-- our credit facility, as it may be amended, mdifor supplemented, including all extensions,aepients, refinancings and substitutions,
and

-- any particular senior debt that is specificalgsignated as "designated senior debt" under tentare, although limitations and conditions
may be placed on that senior debt to exerciseighésrof "designated senior debt".

and, in either case, the trustee receives a notioar default from a holder of designated senglstcbr other person entitled to give notice of
our default under the indenture.

We may resume payments on the convertible notes:
- in the case of a payment default, upon the degeéfault is cured, waived or ceases to exist, and

- in the case of a nonpayment default, the eaofi¢he date the nonpayment default is cured or eghiwr 179 days after the date on which the
trustee receives the notice of default, if the migtwf the designated senior debt has not beealacted.
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No new payment blockage period may be commencezssiaind until
- 365 days have elapsed since the effectiveneseafnmediately prior notice received by the trastnd
- all scheduled payments of principal, premiunariy/, and interest on the convertible notes that ltavne due have been paid in full in cash.

No nonpayment default that existed or was contimuin the date of delivery of any notice to theteaanay be the basis for any subseq
notice of default to be delivered to the trustee.

In addition, all principal, premium, if any, inteteand other amounts due on all senior debt mupatakin full in cash before the holders of
the convertible notes are entitled to receive aaynent otherwise due upon any acceleration of timeipal on the convertible notes as a
result of:

- an event of default of the convertible notes, or

- payment or distribution of our assets to creditgpon any dissolution, winding up, liquidationreorganization, whether voluntary or
involuntary, marshaling of assets, assignmenttferenefit of creditors, or in bankruptcy, insolereceivership or other similar
proceedings.

In the event of insolvency, creditors who are hdde senior debt may recover more, ratably, thanholders of the convertible notes bec:
of this subordination. The subordination may resuli reduction or elimination of payments to tloddiers of the notes. In addition, the
convertible notes will be structurally subordinatedll of our subsidiaries' indebtedness and dthbilities, including trade payables and
lease obligations. Any of our rights to receive asgets of our subsidiaries upon their liquidatibreorganization, and the resulting right of
the holders of the convertible notes to participatdose assets, will be effectively subordingtethe claims of that subsidiary's creditors,
including trade creditors, except to the extent ik are recognized as a creditor of that subsidlfwe are recognized as a creditor of that
subsidiary, our claims would still be subordinai@nhy security interest in the assets of that slidngi and any senior debt of that subsidiary.
As of August 31, 1999, our senior debt and indefdsed of our subsidiaries totalled $1.4 million.

The indenture does not limit our ability or theldpiof any of our subsidiaries to incur indebtedsgeincluding senior debt.
OPTIONAL REDEMPTION BY ADVANCED ENERGY

On and after , 2002, the convertible notes mayelbeemed, in whole or in part, at our option, atrdgemption prices specified below, upon
not less than 30 nor more than 60 days' prior aofitie redemption price, expressed as a perceotggicipal amount, is as follows for the
12-month periods beginning on of the following year

REDEMPTION
YEAR PRICE
2002 e
2003, ..
2004 s
2005. . e

and 100% of the principal amount beginning on ,&00 each case together with accrued and unpgédeist to the redemption date.
No sinking fund is provided for the convertible es!
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REPURCHASE AT OPTION OF HOLDERS UPON A CHANGE IN CONTROL

If a change in control occurs, each holder of catilvle notes will have the option to require usdpurchase all of its convertible notes not
previously called for redemption, or any portiortled principal amount of the convertible notes thatqual to $1,000 or an integral multiple
of $1,000. This option may be exercised 45 dayer dfte date on which we notify the holders of ahgrge in control. The repurchase price
would be equal to 100% of the principal amounthef hotes to be repurchased, together with intexesued to that date.

A change in control will be deemed to have occuifed any time after the original issuance of tiomvertible notes any of the following
occurs:

- the acquisition by any person of beneficial ovehgy of shares of our capital stock entitling thetson to exercise 50% or more of the total
voting power of all shares of our capital stockiteed to vote generally in elections of directdBgneficial ownership may be acquired dire
or indirectly, through a purchase, merger or otiwjuisition transaction or series of transactiottser than any acquisition by us, any of our
subsidiaries or any or our employee benefit plans;

- our consolidation or merger with or into any otbatity, any merger of another entity into us, wy aonveyance, transfer, sale, lease or «
disposition of all or substantially all of our peaties and assets to another person or entityr tiha:

-- any transaction (x) that does not result in egfassification, conversion, exchange or cangetiatf our outstanding shares of capital stock
and (y) pursuant to which holders of our commomlsimmediately prior to such transaction are exditlo exercise, directly or indirectly,

50% or more of the total voting power of all shasésur capital stock entitled to vote generallythie election of directors of the continuing
surviving entity immediately after such transactiand

-- any merger which is effected solely to changejorisdiction of incorporation and results in @lessification, conversion or exchange of
outstanding shares of common stock solely intoeshaf common stock of the surviving entity.

"Beneficial owner" will be determined in accordanei¢gh Rule 13d-3 promulgated by the SEC under theuSities Exchange Act. "Person”
includes any syndicate or group which would be deEgio be a "person” under Section 13(d)(3) of theuBties Exchange Act.

However, a change in control will not be deemellaee occurred if the closing sales price per shhoeir common stock for any five trading
days within the period of 10 consecutive tradingsdanding immediately after the later of the chaingeontrol or the public announcement
the change in control, in a change of control utderirst bullet point above, or the period ofddhsecutive trading days ending immediately
before the change in control, in a change in céntnder the second bullet point above, equals oeeds 105% of the conversion price in
effect on each such trading day. The conversiareps equal to $1,000 divided by the conversioe.rat

We may, at our option, in lieu of paying that ambiancash, pay it in common stock valued at 95%hefaverage of the closing sales price
the common stock for the five trading days immealiapreceding and including the third trading daipipto the date of repurchase. Howe»
payment may not be made in common stock unlesatisfyscertain conditions prior to the repurchaatedas provided in the indenture.

Within 30 days after the occurrence of a changmointrol, we are obligated to give to all holderghaf convertible notes notice of the change
in control and of the resulting repurchase righe Wust also deliver a copy of this notice to tlustee. To exercise the repurchase right, a
holder of convertible notes must deliver irrevoealtitten notice to the trustee of the holder's
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exercise of this right, together with the respextionvertible notes, on or before the 30th day #fie date of this notice.

Rule 13e-4 under the Securities Exchange Act regufrat we disseminate certain information to sgcholders in the event of an issuer
tender offer and this requirement may apply inghent that the repurchase option becomes availaliielders of the convertible notes. We
will comply with this rule to the extent applicaldéethat time.

We may purchase convertible notes at any timearoffen market or by tender at any price or by peiegreement, to the extent permitted by
applicable law. Any note so purchased by us mathdaextent permitted by applicable law, be reidsareresold or may, at our option, be
surrendered to the trustee for cancellation. Anyeatible notes surrendered may not be reissueeisotd and will be canceled promptly.

The foregoing provisions would not necessarily @cotholders of the convertible notes in the evémtighly leveraged or other transactions
that may adversely affect holders.

Our ability to repurchase convertible notes onange in control is limited. A change in control kboause an event of default under, or be
prohibited or limited by, senior debt that we acqun the future. As a result, any repurchase efctinvertible notes would, absent a waiver,
be prohibited under the subordination provisionthefindenture until the senior debt is paid in. flarther, we cannot guarantee that we
would be able to pay the repurchase price fohalldonvertible notes that might be delivered bylard of convertible notes seeking to
exercise the repurchase right. Our ability to repase notes with cash may also be limited by obsidiaries' future borrowing arrangements
due to dividend restrictions. Our failure to refhase the convertible notes when required follovéirapange in control would result in an
event of default under the indenture whether orsmgh repurchase is permitted by the subordingtiomisions of the indenture. Any such
default may, in turn, cause a default under ourosatebt. See "-- Subordination"”.

MERGERS AND SALES OF ASSETS BY ADVANCED ENERGY

We may not consolidate with or merge into any othdity or transfer or sell substantially all owoperties and assets to any person or entity,
and we may not permit any entity to consolidatéwit merge into us or transfer or sell all or sahsally all their properties and assets to us,
unless:

- the entity formed by such consolidation or memyethe person or entity to which our propertied assets are transferred or sold, is a
corporation, limited liability company, partnerstiptrust organized and existing under the lawghefUnited States, any State thereof or the
District of Columbia and, if other than us, shadpeessly assume the due and punctual payment girtheipal of and, premium, if any, and
interest on the convertible notes and the perfoomanf our other covenants under the indenture;

- immediately after such transaction, no eventesadlt, and no event which, after notice or lapsnoe or both, would become an event of
default, shall have occurred and be continuing; and

- an officer's certificate and legal opinion refgtito the conditions described in the previous lwlhet points above is delivered to the trustee.
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EVENTS OF DEFAULT
The following will be events of default under timelénture:

- failure to pay principal of or premium, if anyn @any convertible note when due, whether or notrt is prohibited by the subordination
provisions of the indenture;

- failure to pay any interest on any convertibléenohen due, continuing for 30 days, whether ormagtment is prohibited by the
subordination provisions of the indenture;

- failure to perform any other of our covenantshia indenture, continuing for 60 days after writtertice to us by the trustee or the holders of
at least 25% in aggregate principal amount of antiihg convertible notes;

- failure to pay when due the principal of, or decation of, any debt for money borrowed by usmy aubsidiary in excess of $10 million if
such debt is not discharged, or such accelerationtiannulled, within 30 days after written noticeus by the trustee or the holders of at |
25% in aggregate principal amount of outstandingvedible notes;

- certain events of bankruptcy, insolvency or remigation; and

- failure to provide a notice to note holders ia #vent of a change in control, whether or notoeas prohibited by the subordination
provisions of the indenture.

The trustee is not required to exercise any aigtsts or powers at the request or direction of afithe holders, unless those holders have
offered to the trustee reasonable indemnity, exadygin an event of default occurs and continuatelftrustee is adequately indemnified, the
holders of a majority in aggregate principal amaafrthe outstanding convertible notes will have tiight to direct the time, method and place
of conducting any proceeding for any remedy avéglad the trustee or exercising any trust or pogazrferred on the trustee.

If an event of default, other than an event of diéfspecified in the second to the last bullet painove, occurs and is continuing, either the
trustee or the holders of at least 25% in princggabunt of the outstanding convertible notes maglacate the maturity of all notes.
However, after such acceleration, but before arjuelgt or decree based on acceleration, the holdersnajority of the outstanding
convertible notes may, under certain circumstanessind and annul the acceleration if all evefitdefault, other than the nonpayment of
principal of the convertible notes which have beedalue solely by such declaration of acceleratiamghbeen cured or waived as provided in
the indenture. If an event of default specifiedhia last bullet point above occurs and is contiguthen the principal of, and accrued interest
on, all of the convertible notes will automaticaligcome immediately due and payable. For informatio waivers of defaults, see "--
Modification, Waiver and Meetings" below.

No holder of any convertible note may institute @ngceeding with respect to the indenture or for @medy thereunder, unle:
- that holder has previously given to the trusteiten notice of a continuing event of default;

- the holders of at least 25% of the outstandinigsibave made written request, and offered reat®iralemnity, to the trustee to institute
that proceeding as trustee;

- the trustee shall not have received from the drsldf a majority of the outstanding notes a dioacinconsistent with such request; and
- and the trustee shall have failed to institutehgoroceeding within 60 days of the written request

66



However, these limitations do not apply to a soitthe enforcement of payment of the principal op@emium, if any, or interest on a
convertible note on or after the respective dueglat of the right to convert that convertible note

We must furnish to the trustee an annual statec@mmterning performance (or default of performardedertain of our obligations under the
indenture.

MODIFICATION, WAIVER AND MEETINGS

Certain limited modifications of the indenture niaymade without the consent of the holders of tmvertible notes. Other modifications
and amendments of the indenture may be made, ataincpast defaults by us may be waived, either

- with the written consent of the holders of natslé¢han a majority in aggregate principal amourthefconvertible notes at the time
outstanding or

- by a resolution adopted at a meeting of holdéth@convertible notes at which a quorum is predanthe holders of at least 66 2/3% in
aggregate principal amount of the convertible nodgsesented at such meeting.

However, no modification or amendment may be maitleowt the consent of every holder of outstandiotes affected that would:
- change the stated maturity of the principal ogmpium, if any, on, or any installment of interest any convertible note,

- reduce the principal amount of, or the premiuraniy, or interest on, any convertible note,

- reduce the amount payable on a redemption or atandrepurchase,

- modify the provisions with respect to the repash right of the holders in a manner adverse thokders,

- change the city of any place of payment or theernicy of payment of principal of, premium, if amy,interest on, any convertible note,
including any payment of the repurchase price apeet of that convertible note,

- impair the right to institute suit for the enfernent of any payment on or with respect to any edible note,
- modify our obligation to maintain an office oreagy in New York City,

- adversely affect the right of holders to conwerto require us to repurchase any convertible atiter than as provided in the indenture,
except as otherwise allowed or contemplated byigi@s concerning consolidation, merger, conveyattaasfer, sale or lease of all or
substantially all of our property and assets,

- modify the subordination provisions in a manmévexrse to the holders of the convertible notes,
- reduce the percentage of outstanding convenmibtes necessary to modify or amend the indenture,

- reduce the percentage of outstanding convenmtibtes necessary to waive compliance with certamipions of the indenture or to waive
certain defaults, or

- reduce the percentage of outstanding convenibtes required for the adoption of a resolutiotherquorum required at any meeting of
holders of convertible notes at which a resolutsoadopted.
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The quorum at any meeting called to adopt a reisolutill be persons holding or representing a nigjon aggregate principal amount of the
convertible notes at the time outstanding andngtraconvened meeting adjourned for lack of a quor26% of such aggregate principal
amount. In certain circumstances, therefore, wencake certain changes with the consent of holdeaproximately 17% of the aggregate
principal amount of convertible notes.

The holders of a majority in aggregate principabant of the outstanding convertible notes may waivecompliance with certain restrictive
provisions of the indenture by written consent pthe adoption of a resolution at a meeting. Thedns of a majority in aggregate principal
amount of the outstanding convertible notes alsp weive any past default under the indenture, eixaefefault in the payment of principal,
premium, if any, or interest, by written consent.

The indenture contains provisions for conveningtings of holders of convertible notes.
NOTICES

Notice to holders of the convertible notes willdieen by mail to their addresses as they appeteisecurity register. These notices will
deemed to have been given on the date they arednalil

Notice of a redemption of convertible notes willdgieen at least once not less than 30 nor more @0aatays prior to the redemption date
redemption notice will be irrevocable and will sifgthe redemption date.

REPLACEMENT OF CONVERTIBLE NOTES

We will replace convertible notes that become rateill, destroyed, stolen or lost at the expendaedfivlder upon delivery to the trustee of
the mutilated convertible notes or evidence ofitiss, theft or destruction of the convertible nstasfactory to us and the trustee. In the case
of a lost, stolen or destroyed convertible notdemnity satisfactory to the trustee and us mayehaired at the expense of the holder of such
convertible note before a replacement convertible will be issued.

PAYMENT OF STAMP AND OTHER TAXES

We will pay all stamp and similar duties, if anjygosed by the United States or any of its politszdddivisions or taxing authorities with
respect to the issuance of the convertible noteswilf not be required to pay any other tax, agsess or governmental charge imposed by
any government or any political subdivision or taxauthority.

GOVERNING LAW
The indenture and the convertible notes will beegoed by and construed in accordance with the tdwise State of New York.
THE TRUSTEE

The trustee for the holders of the convertible adgdsued under the indenture will be State StraekBand Trust Company of California, N.A.
If an event of default occurs and is not cured tthistee will be required to use the degree of oaeeprudent person in the conduct of its own
affairs in the exercise of its powers. Subjectudhsprovisions, the trustee will be under no olllato exercise any of its rights or powers
under the indenture at the request of any of thdens of convertible notes, unless they shall haffered to the trustee reasonable security or
indemnity.
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Except with respect to a trustee appointed by tineeos of the convertible notes, the trustee wiltlbemed to have resigned and its successor
will be deemed to have been appointed as trustaedardance with the indenture if:

- no event of default under the indenture or etleat, after notice or lapse of time, or both, wolsgtome an event of default under the
indenture exists, and

- we delivered to the trustee a resolution of caard appointing a successor trustee and that sarceastee has accepted that appointment in
accordance with the terms of the indenture.

If the trustee becomes our creditor, the indendunek the Trust Indenture Act limit the rights of thestee to obtain payments of claims in
certain cases or to realize on certain propertgived in respect of any such claim as securitytioervise. Subject to the Trust Indenture Act,
the trustee may engage in other transactions withr @ny of our affiliates or any affiliate of Adweed Energy. However, if the trustee
acquires any conflicting interest as describedhvenTrust Indenture Act, it must eliminate that dichbr resign.
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MATERIAL UNITED STATES FEDERAL INCOME TAX CONSEQUEN CES

The following is a summary of material United Statederal income tax consequences relating touhehpse, ownership and disposition of
the convertible notes and of the common stock l#suan conversion of the convertible notes. Foppsees of this summary (1) the Internal
Revenue Code of 1986, as amended, is referred'tb@€ode" and (2) the Internal Revenue Serviceferred to as "the IRS". The followil
is not a complete discussion of all of the possiéideconsequences of the occurrence of the comtiregeents described below. You should
contact your own tax advisor with respect to thpligption of the United States federal income astate tax laws to your particular situation
as well as any tax consequences arising undeatedf any state, local or foreign taxing jurisitinotor under any applicable tax treaty.

This summary:

- does not purport to be a complete analysis dhallpotential tax considerations that may be eeto holders in light of their particular
circumstances;

- is based on laws, rulings and decisions nowfiecgfall of which are subject to change, possibiya retroactive basis;
- deals only with holders that will hold convertililetes and common stock as "capital assets" witi@nmeaning of Section 1221 of the Cc¢

- does not address tax considerations applicalifes&stors that may be subject to special tax riglesh as banks (other than as set forth
below), tax-exempt organizations, insurance comggrmlealers in securities or currencies, or perg@iswill hold convertible notes as a
position in a hedging transaction, "straddle", asriversion transaction" for tax purposes, or pessi@emed to sell convertible notes or
common stock under the constructive sale provisitdribe Code; and

- discusses only the tax considerations applictabtke initial purchasers of the convertible natd® purchase the convertible notes at their
"issue price" as defined in Section 1273 of theeCadd does not discuss the tax considerationscapidi to subsequent purchasers of the
convertible notes.

Advanced Energy has not sought any ruling fromlit with respect to the statements made and thegions reached in the following
summary, and we cannot assure you that the IRSgi#te with the statements and conclusions exgtésdbis summary. In addition, the
IRS is not precluded from successfully adoptingiti@ry position. This summary does not consideretffiect of any applicable foreign, ste
local, or other tax laws.

INVESTORS CONSIDERING THE PURCHASE OF CONVERTIBLEONES SHOULD CONSULT THEIR OWN TAX ADVISORS
WITH RESPECT TO THE APPLICATION OF THE UNITED STATEFEDERAL INCOME AND ESTATE TAX LAWS TO THEIR
PARTICULAR SITUATIONS AS WELL AS ANY TAX CONSEQUENES ARISING UNDER THE LAWS OF ANY STATE, LOCAL O
FOREIGN TAXING JURISDICTION OR UNDER ANY APPLICABLEAX TREATY.

As used herein, the term "United States Holder"maeabeneficial owner of a convertible note or camrstock that is, for United States
federal income tax purposes,

- a citizen or resident, as defined in Section 7(f)1f the Code, of the United States;
- a corporation, partnership or other entity créateorganized under the laws of the United Statgmlitical subdivision thereof;
- an estate the income of which is subject to faldecome taxation regardless of its source; or
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- in general, a trust subject to the primary suéowi of a United States court and the control & onmore United States persons, or a trL
existence on August 20, 1996, which has made ati@beto continue to be taxed as a United Statesope

A "Foreign Holder" is a beneficial owner of convelg notes or common stock that is not a UnitedeStaiolder.
UNITED STATES HOLDERS
PAYMENT OF INTEREST

Interest on a convertible note generally will belimiable in the income of a United States Holdesrdiary income at the time such interest
is received or accrued, in accordance with suchiedristates Holder's regular method of accountingJfoted States federal income tax
purposes.

SALE, EXCHANGE OR REDEMPTION OF A CONVERTIBLE NOTE

Upon the sale, exchange or redemption of a comlentiote, a United States Holder generally wilbgruize capital gain or loss equal to the
difference between (1) the amount of cash procaadshe fair market value of any property receioedhe sale, exchange or redemption,
except to the extent such amount is attributablctwued interest not previously included in incombich is taxable as ordinary income, and
(2) such United States Holder's adjusted tax biaglge convertible note. A United States Holdedgisted tax basis in a convertible note
generally will equal the cost of the convertiblaento such United States Holder, less any pringipgments received by such United States
Holder.

For certain non-corporate taxpayers, includingvitilials, the rate of taxation of capital gains w#pend upon:

(1) the taxpayer's holding period in the capitaleaswith preferential rates available for capitsdets held for more than 12 months, and
(2) the taxpayer's marginal tax rate for ordinagoime.

The deductibility of capital losses is subjectimitfations.

United States Holders are urged to consult thein tax advisors with respect to the rate of taxatiboapital gains and the ability to deduct
capital losses.

CONVERSION OF THE CONVERTIBLE NOTES

A United States Holder generally will not recogn@&®y income, gain or loss upon conversion of a ediile note into common stock except
to the extent the common stock is considered athalile to accrued interest not previously inclugteticome, which is taxable as ordinary
income, or with respect to cash received in liea &factional share of common stock. A United Stédelder's tax basis in the common stock
received on conversion of a convertible note wéllthe same as such United States Holder's adjtestdzhsis in the convertible note at the
time of conversion, reduced by any basis alloctdbbe fractional share interest, and the holdingopkfior the common stock received on
conversion will generally include the holding petiof the convertible note converted. However, atéthStates Holder's tax basis in shares of
common stock considered attributable to accruestést as described above generally will equal theuat of such accrued interest included
in income, and the holding period for such shahedl ®egin on the date of conversion.

Cash received in lieu of a fractional share of camrstock upon conversion will be treated as a paynmeexchange for the fractional share
of common stock. Accordingly, the receipt of cashieu of a fractional share of common stock gelhewaill result in capital gain or loss,
measured by
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the difference between the cash received for thetirnal share and the United States Holder's tejuax basis in the fractional share.
DIVIDENDS, ADJUSTMENTS TO CONVERSION RATE

Any dividends paid on the common stock generally lvé includable in the income of a United Statedddr as ordinary income to the extent
of our current or accumulated earnings and prdiitgidends paid to holders that are United Stateparations may qualify for the dividends
received deduction. To the extent, if any, thatéédl States Holder receives distributions on shafeommon stock that would otherwise
constitute dividends for United States federal medax purposes but that exceed our current andradated earnings and profits, such
distributions will be treated first as non-taxal#éurn of capital reducing the holder's basis énghares of common stock. Any such
distributions in excess of the holder's basis énghares of common stock generally will be treatedapital gain realized on the disposition of
common stock.

If at any time

- we distribute cash or property to our stockhdddarpurchases common stock and such distributipuiehase would be taxable for such
stockholders as a dividend for United States fddecame tax purposes--for example, distributiohswidences of our indebtedness or our
assets, but generally not stock dividends or rightubscribe for common stocéind, pursuant to the antidilution provisions of toavertible
notes indenture, the conversion rate of the coiblemotes is increased; or

- the conversion rate of the convertible notesdéseased at our discretion,

the increase in the conversion rate may be deembd the payment of a taxable dividend to holdémovertible notes under Section 305 of
the Code. Holders of convertible notes could treehave taxable income as a result of an evesuput to which they received no cash or
property, and such income would increase theibtses in their convertible notes.

SALE OR EXCHANGE OF COMMON STOCK

Upon the sale or exchange of common stock, a USitates Holder generally will recognize capitalhgai loss equal to the difference
between (1) the amount of cash and the fair maskiele of any property received upon the sale ohamge and (2) such United States
Holder's adjusted tax basis in the common stock.

For certain non-corporate taxpayers (includingvittiials), the rate of taxation of capital gainsiwépend upon (1) the taxpayer's holding
period in the capital asset (with preferential saeailable for capital assets held for more tHambnths) and (2) the taxpayer's marginal tax
rate for ordinary income. The deductibility of cipiosses is subject to limitations.

FOREIGN HOLDERS
STATED INTEREST

Payments of principal and interest on a convertilolie to a Foreign Holder will not be subject tatdd States federal withholding tax
provided that

- the holder does not actually or constructivelynd®% or more of the total combined voting powealbtlasses of our stock entitled to vote;
- the holder is not a controlled foreign corporatthat is related to Advanced Energy through staehkership;

72



- either (A) the beneficial owner of the convettilplote, under penalties of perjury, provides usuragent with its name and address and
certifies that it is not a United States perso(B)ra securities clearing organization, bank, treoffinancial institution that holds customers'
securities in the ordinary course of its trade usibess (a "financial institution") certifies to aisour agent, under penalties of perjury, that
such a statement has been received from the behefiener by it or another financial institutiondafurnishes to us or our agent a copy
thereof; and

- the holder is not a bank receiving interest dbscrin Section 881(c)(3)(A) of the Code (i.e.eir@st on an extension of credit made pursuant
to a loan entered into in the ordinary courseofridde or business).

For purposes of this summary, we refer to this gpteam from United States federal withholding taxlas "Portfolio Interest Exemption".
Under United States Treasury regulations, whictegaly are effective for payments made after Decam®i, 2000, subject to certain
transition rules, (i) the certification statemeaotshe beneficial owner described above must beiged on a validly executed Form W-8 (or
an acceptable variation thereof), and (ii) theifieation described in clause (B) of the third ftlpoint above may also be provided by a
qualified intermediary on behalf of one or more d&f@sial owners or other intermediaries, providedttsuch intermediary has entered into a
withholding agreement with the IRS and certain ott@nditions are met.

The gross amount of payments to a Foreign Hold@rtefest that does not qualify for the Portfoinerest Exemption and that is not
effectively connected with a United States tradbusiness will be subject to United States fedeitiiholding tax at the rate of 30%, unless a
United States income tax treaty applies to reduediminate withholding.

A Foreign Holder will generally be subject to taxthe same manner as a United States corporati@siolent with respect to payments of
interest if such payments are effectively conneetighl the conduct of trade or business in the Un8tates. Such effectively connected
income received by a Foreign Holder which is a oomion may in certain circumstances be subjeantadditional "branch profits tax" at a
30% rate or, if applicable, a lower treaty rate.

Foreign Holders should consult their own tax adweisegarding applicable income tax treaties, winiely provide different rules.

To claim the benefit of a tax treaty or to clainemption from withholding because the income isaiffely connected with a U.S. trade or
business, the Foreign Holder must provide a prgmeetcuted Form 1001 or 4224, as applicable, @acaeptable alternative to those forms,
prior to the payment of interest. These forms nbasperiodically updated. United States Treasurylegmpns, which generally are effective
for payments made after December 31, 2000, sutgjesgrtain transition rules, require Foreign Hotder, under certain circumstances, a
qualified intermediary to file a validly executedtiholding certificate on Form W-8 (or an acceptabériation thereof) with the Company's
withholding agent to obtain the benefit of an apegtile tax treaty providing for a lower rate of withding tax. Such certificate must contain,
among other information, the name and addressedftineign Holder, and may have to be provided padhe date on which a current
certificate would otherwise have expired.

SALE, EXCHANGE OR REDEMPTION OF A CONVERTIBLE NOTE

A Foreign Holder generally will not be subject toitéd States federal income tax or withholdingaaxgain realized on the sale or exchange
of convertible notes unless (1) the holder is atividual who was present in the United States &8 days or more during the taxable year,
such gain is U.S. source and certain other comditebe met, or (2) the gain is effectively connéetéth the conduct of a trade or business of
the holder in the United States and, if a treaty
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applies, such gain is attributable to an officethrer fixed place of business maintained in theté¢hBtates by such holder.

In general, no United States federal income taxititholding tax will be imposed upon the conversafra convertible note into common
stock by a Foreign Holder except (1) to the extkatcommon stock is considered attributable towsxtinterest not previously included in
income, which may be taxable under the rules s#t fo "Foreign Holders--Stated Interest"”, (2) wigspect to the receipt of cash in lieu of
fractional shares by Foreign Holders upon convarsioca convertible note, in each case where ettireeconditions described in (1) or (2)
above, under "Foreign HolderSale, Exchange or Redemption of a Convertible Nistgétisfied or (3) if we are deemed to be a Uh&eate:
real property holding corporation as discussedwelo

SALE OR EXCHANGE OF COMMON STOCK

A Foreign Holder will generally not be subject toitéd States federal income tax or withholdingaaxhe sale or exchange of common s
unless either of the conditions described in (1(2drabove under "Foreign Holders--Sale, Exchangeemlemption of a Convertible Note" is
satisfied or we are or have been deemed to betadJBiates real property holding corporation foitéthStates federal income tax purposes
within the meaning of Section 897 of the Code (8RPHC") at any time within the shorter of the fiigar period preceding such disposition
or such Foreign Holder's holding period. We dolrelteve we are, nor do we believe we have ever bd¢éBRPHC. Further, we do not exy

in the foreseeable future to become a USRPHC. ldsgehave been or become a USRPHC, so long @sthon stock continues to be
regularly traded on an established securities mavkhin the meaning of Section 897(c)(3) of thed€ponly a Foreign Holder who holds or
held, at any time during the shorter of the fivesyperiod preceding the date of disposition ortibleler's holding period, more than 5% of the
common stock will be subject to U.S. federal incaareon the disposition of the common stock.

DIVIDENDS

Distributions by us with respect to the common ktibat are treated as dividends paid or deemed paidescribed above under "United
States Holders--Dividends, Adjustments to Converstate”, to a Foreign Holder, excluding dividertst tare effectively connected with the
conduct of a trade or business in the United Stagesich Holder which are taxable as describedeldll be subject to United States fed¢
withholding tax at a 30% rate, or lower rate pr@ddinder any applicable income tax treaty. Exaeftié extent that an applicable tax treaty
otherwise provides, a Foreign Holder will be subjedax in the same manner as a United Statesdfold dividends paid or deemed paid
are effectively connected with the conduct of ddrar business in the United States by the Fordider. If such Foreign Holder is a foreign
corporation, it may also be subject to a UnitedeStébranch profits tax" on such effectively corteecdncome at a 30% rate or such lower
as may be specified by an applicable income tatytr&even though such effectively connected diviieare subject to income tax, and may
be subject to the branch profits tax, they will hetsubject to U.S. withholding tax if the Foreldalder delivers IRS Form 4224 (or
appropriate successor form) to the payer.

Under current United States Treasury regulatioivéjends paid to an address in a foreign counteypsiesumed to be paid to a resident of
country, unless the payer has knowledge to theragntfor purposes of the withholding discussedvaband under the current interpretation
of United States Treasury regulations, for purpagatetermining the applicability of a tax treafte. However, under United States Treasury
regulations which generally are effective for paptsenade after December 31, 2000, subject to odri@msition rules, a Foreign Holder of
common stock who wishes to claim the benefit ohpplicable treaty rate would be required to satigfplicable certification requirements.
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DEATH OF A FOREIGN HOLDER

A convertible note held by an individual who is @matitizen or resident of the United States atithe of death will not be includable in the
decedent's gross estate for United States estapritposes, provided that such holder or benefmialer did not at the time of death actually
or constructively own 10% or more of the combineting power of all classes of our stock entitledrdde, and provided that, at the time of
death, payments with respect to the convertible matuld not have been effectively connected withdbnduct by such Foreign Holder of a
trade or business within the United States.

Common stock actually or beneficially held, othwart through a foreign corporation, by an individwhb is not a citizen or resident of the
United States at the time of his or her death revipusly transferred subject to certain retairights or powers, will be subject to United
States federal estate tax unless otherwise provigeah applicable estate tax treaty.

INFORMATION REPORTING AND BACKUP WITHHOLDING

In general, information reporting requirements &piply to payments of principal, premium, if anggdanterest on a convertible note,
dividends on common stock, and payments of thegqaae of the sale of a convertible note or commockdb certain non-corporate United
States Holders, and a 31% backup withholding tax apgply to such payment if the United States Ho{dgffails to furnish or certify his
correct taxpayer identification number and othguieed information to the payer in the manner reslii (2) is notified by the IRS that he has
failed to report payments of interest or dividepdsperly or

(3) under certain circumstances, fails to certifgtthe has not been notified by the IRS that Isaligect to backup withholding for failure to
report interest or dividend payments.

Information reporting requirements will apply toypaents of interest or dividends to Foreign Holdeh&re such interest or dividends are (i)
subject to withholding, (ii) with respect to payn®of dividends or interest made before JanuaB0Q}1, exempt from United States
withholding tax pursuant to a tax treaty, (iii) exgt from United States tax under the Portfolio les¢ Exemption, or (iv) with respect to
payments of dividends or interest made after Deegr@h, 2000, effectively connected with the condiict United States trade or business.
Copies of these information returns may also beanvaagilable under the provisions of a specifictireas agreement to the tax authorities of
the country in which the Foreign Holder resides.

United States Treasury regulations provide thakbyevithholding and information reporting will ndtpwever, apply to our payments of
principal on the convertible notes to a Foreignddolif the Foreign Holder certifies as to its stadis a Foreign Holder under penalties of
perjury or otherwise establishes an exemption (pex/that neither we nor our paying agent has dkh@wvledge that the holder is a United
States person or that the conditions of any otkemgtion are not, in fact, satisfied.)

The payment of the proceeds from the dispositiotoofvertible notes or common stock to or throughlited States office of any broker,
United States or foreign, will be subject to infation reporting and possible backup withholdingegslthe owner certifies as to its non-
United States status under penalty of perjury bewtise establishes an exemption, provided thabtblker does not have actual knowledge
that the holder is a United States person or tleatonditions of any other exemption are not, @1, featisfied. The payment of the proceeds
from the disposition of a convertible note or conmstock to or through a non-United States offica of
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non-United States broker that is not a United Stegtated person will not be subject to informatieporting or backup withholding. For this
purpose, a "United States related person" is

- a "controlled foreign corporation” for United &ta federal income tax purposes; or

- a foreign person 50% or more of whose gross ircrom all sources for the three-year period endith the close of its taxable year
preceding the payment, or for such part of theguktthat the broker has been in existence, is défiwen activities that are effectively
connected with the conduct of a United States toadrisiness.

In the case of the payment of proceeds from theodition of convertible notes or common stock téhoough a non-United States office of a
broker that is either a United States person oni¢ed States related person, United States Treasgnjfations require information reporting
on the payment unless the broker has appropriatgndentary evidence in its files that the owner Foeeign Holder, the broker has no
knowledge to the contrary, and certain other cimutare met.

Any amounts withheld under the backup withholdinkps will be allowed as a refund or a credit agassh holder's United States federal
income tax liability provided the required inforrmat is furnished to the IRS.

United States Treasury regulations, which genegallyeffective for payments made after Decembe2@Q0, subject to certain transition
rules, will generally expand the circumstances umdech information reporting and backup withholglimay apply. Holders of convertible
notes should consult their tax advisors regardiegapplication of the information and reporting &adkup withholding rules, including such
Treasury regulations.

The preceding discussion of certain United Stagdsrfal income tax consequences is for generalnrgton only and is not tax advice.
Accordingly, holders of the convertible notes sldocnsult their own tax advisers as to particdardonsequences to them or purchasing,
holding and disposing of the convertible notes i@dcommon stock, including the applicability arfiiéet of any state, local or foreign tax
laws, and of any proposed changes in applicable law

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exchange Casion a Registration Statement on Form S-3 urideBecurities Act of 1933, relating

to the convertible notes being offered. This prefpeis filed as part of the registration stateméxiher parts of the registration statement are
omitted from this prospectus. Statements madeisnptfospectus concerning the contents of any centraother document are not necessarily
complete. For a more complete description of théen@nvolved, you should read the entire contmaatther document, which has been filed
as an exhibit to the registration statement.

We are required by the Securities Exchange AcB8#1to file reports, proxy statements and othesrimftion with the SEC. You may read
and copy such reports, proxy statements and atf@nation at the SEC's public reference facilities

WASHINGTON, D.C. NEW YORK CHICAGO

Judiciary Plaza Seven World Trade Ce nter Citicorp Center

450 Fifth Street, N.W. Suite 1300 500 West Madison Street
Room 1024 New York, NY 10048 Suite 1400

Washington, D.C. 20549 Chicago, IL 60661-2511

You may call 1-800-SEC-0330 for further informatianout the public reference facilities. For a tbe, SEC will send copies of any of our
filings to you. In addition, our filed reports, prpstatements and other information are containgtie Internet web site maintained by the
SEC. The address is http://www.sec.gov.
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Our common stock is quoted on the Nasdaq Natioraakkt under the symbol "AEIS", and our SEC filings also be read at the following
Nasdaq addres

Nasdaq Operations 1735 K Street, N
Washington, D.C. 20006

The SEC allows us to incorporate by referencernfaination we file with it, which means we can diise important information to you by
referring you to those documents. The informatiworporated by reference is considered to be agpénis prospectus, and later information
that we file with the SEC will automatically updaed supersede this information. We incorporateefgrence the documents listed below
and any future filings made with the SEC under i®ast13(a), 13(c), 14 or 15(d) of the Securitiesttange Act of 1934 until we sell all of
the securities:

- our annual report on Form 10-K for the year enDedember 31, 1998;
- our quarterly reports on Form 10-Q for the quarended March 31, 1999 and June 30, 1999; and

- the description of our common stock containedunRegistration Statement on Form 8-A filed Octdhiz 1995, and any amendment or
report filed for the purpose of updating such digsion.

You may request a copy of these filings, at no,dmsivriting us at the following address:
Advanced Energy Industries, Inc. 1625 Sharp PoimteDFort Collins, Colorado 80525 Attention: Rictd?. Beck
or by calling Investor Relations at (970) 221-4670.

LEGAL MATTERS

The validity of the convertible notes and the comrstock issuable on conversion of the convertilolies will be passed upon for us by
Thelen Reid & Priest LLP, San Francisco, Califormiao have acted as counsel to Advanced Energgrinection with this offering. Certain
legal matters will be passed upon for the undeersiby Kaye, Scholer, Fierman, Hays & Handler, LL&5 Angeles, California.

EXPERTS

The financial statements and schedules includédsrprospectus and elsewhere in the registratatersent have been audited by Arthur
Andersen LLP, independent public accountants, fogé in their reports. In those reports, thatfistates that with respect to a certain
subsidiary its opinion is based on the reportstbéoindependent public accountants. The finarst&tbments and supporting schedules
referred to above have been included herein iame& upon the authority of those firms as expartgving said reports.
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UNDERWRITING

Advanced Energy and the underwriters for the affgriamed below have entered into an underwritimgeagent with respect to the
convertible notes being offered. Subject to certainditions, each underwriter has severally agteguairchase the principal amount of
convertible notes indicated in the following table.

Principal Amount
Underwriters of Notes
Goldman, Sachs & CO....cooeevvvvvvvvciiiee L
Merrill Lynch, Pierce, Fenner & Smith
Incorporated.......cccceevvcueeeennees L
Banc of America Securities LLC.......ccccoceeeeeee. L

If the underwriters sell more convertible notesithize total principal amount set forth in the tadbf®ve, the underwriters have an option to
buy up to an additional $15,000,000 principal amt@frconvertible notes from Advanced Energy to ecaugch sales. They may exercise that
option for 30 days. If any convertible notes arechased pursuant to this option, the underwritélisseverally purchase convertible notes in
approximately the same proportion as set forthéntable above.

The following table shows the per convertible nate total underwriting discounts and commissionset@aid to the underwriters by
Advanced Energy. Such amounts are shown assumthgibcexercise and full exercise of the underwsiteption to purchase additional
convertible notes.

Paid by Advanced Energy

Full
N o Exercise Exercise

Convertible notes sold by the underwriters to thklis will initially be offered at the initial puld offering price set forth on the cover of this
prospectus. Any convertible notes sold by the undtsrs to securities dealers may be sold at eodiscfrom the initial public offering price
of up to % of the principal amount of the convddibotes. Any such securities dealers may resgltanvertible notes purchased from the
underwriters to certain other brokers or dealeesdiscount from the initial public offering prioé up to % of the principal amount of the
convertible notes. If all the convertible notes mo¢ sold at the initial public offering price talglic, the underwriters may change the offering
price and the other selling terms.

Advanced Energy has agreed with the underwritersandispose of or hedge any of its common stockeaurities convertible into or
exchangeable for shares of common stock duringéhied from the date of this prospectus contindhirgugh the date 90 days after the date
of this prospectus, except with the prior writtemsent of Goldman, Sachs & Co. This agreement doeapply to any existing employee
benefit plans.

The convertible notes are a new issue of securititsno established trading market. Advanced Epdias been advised by the underwriters
that the underwriters intend to make a market éncbnvertible notes but are not obligated to darsbmay discontinue market making
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at any time without notice. No assurance can bergas to the liquidity of the trading market foe ttonvertible notes.

In connection with this offering, the underwritensly purchase and sell convertible notes and constumk in the open market. These
transactions may include short sales, stabiliziaggdactions and purchases to cover positions crégtshort sales. Short sales involve the
by the underwriters of a greater principal amoudrtamvertible notes than they are required to pasehin this offering. Stabilizing
transactions consist of certain bids or purchasssenfior the purpose of preventing or retardingdinke in the market price of the convertible
notes or the common stock while the offering ipiiagress.

The underwriters also may impose a penalty bids Dlecurs when a particular underwriter repays éautiderwriters a portion of the
underwriting discount received by it because theéemwriters have repurchased convertible notesisplar for the account of such underwr
in stabilizing or short covering transactions.

These activities by the underwriters may stabilimajntain or otherwise affect the market pricehaf tonvertible notes and the common st
As a result, the price of the convertible notethercommon stock may be higher than the pricedtierwise might exist in the open market.
If these activities are commenced, they may beodisicued by the underwriters at any time. Thesestations may be effected in the over-
the-counter market or otherwise.

Advanced Energy estimates that its share of tted ésjpenses of this offering, excluding underwgtiiscounts and commissions, will be
approximately $ .

Advanced Energy has agreed to indemnify the seueiddrwriters against certain liabilities, inclugliliabilities under the Securities Act of
1933.

Concurrently with this convertible notes offeringdaby means of a separate prospectus Advanced Yardgsix of Advanced Energy's
stockholders are offering a total of 3,000,000 ehaf common stock, plus an additional 450,000eshép be offered by the selling
stockholders) to cover over-allotments by the uwdéers for that offering. The completion of thigrovertible notes offering and the common
stock offering are not dependent on one anothe.uFderwriters for the common stock offering, ofiethGoldman, Sachs & Co. is one, will
receive customary compensation in connection viaighcommon stock offering.
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No dealer, salesperson or other person is autlibtizgive any information or to represent anythiig contained in this prospectus. You n
not rely on any unauthorized information or repréagons. This prospectus is an offer to sell adhly convertible notes offered hereby, but
only under circumstances and in jurisdictions wheielawful to do so. The information containedthis prospectus is current only as of its
date.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 14. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth the costs and expensther than underwriting discounts and commissipayable by Advanced Energy and
the selling stockholders in connection with thees#lthe convertible notes and common stock besggstered. All amounts are estimates
except the SEC registration fee, the NASD filing &éd the Nasdaq listing fee.

AMOUNT
TO BE PAID

SEC Registration Fee..........cccevviiiiinens ... $ 31,970
NASD Filing Fee.......ccoceiiiiiiiiiiiienn, 12,000
Nasdaq Listing Fee.......cccccceeevvviiniininnnnns 8,750
Printing.....ccoveveeeeiiiiiieeees 75,000
Legal Fees and EXpenses..........ccccevvveeeeenne 100,000
Accounting Fees and EXpenses.............cccee.... 18,000
Blue Sky Fees and EXpenses........cccccceeeeeennnn. 10,000
Transfer Agent and Registrar Fees.................. 5,000
Miscellaneous..........cc.eeevviieieeiiiiieneene 14,280

LI = $ 275,000

ITEM 15. INDEMNIFICATION OF DIRECTORS AND OFFICERS

As permitted by the Delaware General Corporatiow C&GCL"), Advanced Energy's Certificate of Incoration, as amended (the "AE
Certificate"), provides that no director shall l¥gpnally liable to Advanced Energy or any stoclkeofor monetary damages for breach of
fiduciary duty as a director, except for liabilif§} for any breach of the duty of loyalty to Adwaed Energy or its stockholders; (ii) for acts or
omissions not in good faith or involving intentiomaisconduct or a knowing violation of the law;j)iunder

Section 174 of the DGCL; or (iv) for any transantfoom which the director derived an improper paadenefit. While the AE Certificate
provides protection from awards for monetary darsdgebreaches of fiduciary duty, it does not efiate the director's duty of care.
Accordingly, the AE Certificate will not affect thevailability of equitable remedies, such as aarinfion, based on a director's breach of the
duty of care. The provisions of the AE Certificdeescribed above apply to officers of Advanced Eypery if they are directors of Advanc
Energy and are acting in their capacity as diresct@nd does not apply to officers of Advanced Epe&rgo 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,; e, however, that Advanced Energy
may modify the extent of such indemnification bgliindual 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 DGCL,
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directors and officers as well as employees andithghls may be indemnified against expenses (dioly attorneys' fees), judgments, fines
and amounts paid in settlement in connection wittHied actions, suits or proceedings, whetheil, @viminal, administrative or
investigative (other than an action by or in thghtiof the corporation as a derivative actionhéyt acted in good faith and in a manner they
reasonably believed to be in or not opposed td#st interests of the corporation, and with resfreany criminal action or proceeding, had
no reasonable cause to believe their conduct wasvéud.

Advanced Energy maintains a policy of directorsl afficers' liability insurance that insures AdvaddEnergy's directors and officers against
the costs of defense, settlement or payment afignient under certain circumstances.

In addition, the underwriters for this offering,dathe underwriters and selling stockholders fordbiecurrent common stock offering, have
agreed to indemnify Advanced Energy's officersgatiors and controlling persons against certain Eahilities, including liabilities under the
Securities Act of 1933.

ITEM 16. EXHIBITS

EXHIBIT DESCRIPTION
1.1 Form of Underwriting Agreement between the Underwriters and Advanced Energy Industries, | nc.
4.1 Restated Certificate of Incorporation (1)

4.2 Bylaws (1)

4.3 Specimen Certificate for the Common St ock (2)
4.4 Form of Indenture between State Street Bank and Trust Company of California, N.A., as tru stee, and
Advanced Energy Industries, Inc. (incl uding form of % Convertible Subordinated Note due 2006)

4.5 Undertaking re Other Long-Term Debt

*5.1 Opinion of Thelen Reid & Priest LLP re Legality of the Notes
*8.1 Opinion of Thelen Reid & Priest LLP re Tax Matters
*23.1 Consents of Thelen Reid & Priest LLP ( 3)

23.2 Consent of Arthur Andersen LLP
23.3 Consent of KPMG LLP
24.1 Power of Attorney (4)

25.1 Statement re Eligibility of Trustee

(1) Incorporated by reference from Advanced Ensr@uarterly Report on Form X@<or the quarter ended June 30, 1999, filed J8ly1®29¢
(File No. 000-26966).

(2) Incorporated by reference from Advanced Enargggistration Statement on Form S-1, filed Sep&erib, 1995, as amended (File No.
33-97188).

(3) Included in Exhibits 5.1 and 8.1.
(4) Included on the signature pages to this Regjistr Statement.
* To Be Filed By Amendment.
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ITEM 17. UNDERTAKINGS

(b) The undersigned registrant hereby undertalats fibr purposes of determining any liability undlee Securities Act of 1933, each filing of
the registrant's annual report pursuant to Sedi8fa) or Section 15(d) of the Securities Exchangeoh 1934 that is incorporated by
reference in the registration statement shall leendel to be a new registration statement relatigeasecurities offered therein, and the
offering of such securities at that time shall kemed to be the initial bona fide offering thereof.

(h) Insofar as indemnification for liabilities ang under the Securities Act of 1933 may be pesditb directors, officers and controlling
persons of the registrant pursuant to the foregpmogisions, or otherwise, the registrant has kabnsed that in the opinion of the Securities
and Exchange Commission such indemnification israg@ublic policy as expressed in the Act andhisrefore, unenforceable. In the event
that a claim for indemnification against such liigis (other than the payment by the registrargxgfenses incurred or paid by a director,
officer or controlling person of the registrantlie successful defense of any action, suit or giog) is asserted by such director, officer or
controlling person in connection with the secusitieing registered, the registrant will, unlesthamopinion of its counsel the matter has been
settled by controlling precedent, submit to a cofidppropriate jurisdiction the question whethgetsindemnification by it is against public
policy as expressed in the Act and will be goverogdhe final adjudication of such issue.

(i) The undersigned registrant hereby undertakats th

(1) For purposes of determining any liability unttes Securities Act of 1933, the information ondtfeom the form of prospectus filed as
of this registration statement in reliance uponeRIBOA and contained in a form of prospectus filgdhe registrant pursuant to Rule 424(b)
(1) or (4) or 497(h) under the Securities Act sballdeemed to be part of this registration statémeof the time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecdimendment that contains a form of
prospectus shall be deemed to be a new registrst@d@ment relating to the securities offered thewnd the offering of such securities at
time shall be deemed to be the initial bona fideraig thereof.

() The undersigned registrant hereby undertakéiéetan application for the purpose of determinihg eligibility of the trustee to act under
subsection (a) of Section 310 of the Trust Indemfct in accordance with the rules and regulatimescribed by the Commission under
Section 305(b)(2) of the Act.
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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 the City of Fort Collins, StateColorado, on September 17, 1999.

ADVANCED ENERGY INDUSTRIES, INC.

By: /s/ DOUGLAS S. SCHATZ

Name: Douglas S. Schatz

Title: Chief Executive Officer and Chairman of
the Board
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POWER OF ATTORNEY

Each person whose signature appears below hergoynép Douglas S. Schatz, Hollis L. Caswell andhaid P. Beck, and each of them
severally, acting alone and without the other this and lawful attorney-ifact with authority to execute in the name of esigbh person, ar
to file with the Securities and Exchange Commissiogether with any exhibits thereto and other doents therewith, any and all
amendments (including without limitation post-etiee amendments) to this registration statemerd,tarsign any registration statement for
the same offering covered by this registrationesteent that is to be effective upon filing pursuaniRule 462(b) under the Securities Act,
necessary or advisable to enable the Registrartrtply with the Securities Act and any rules, ragohs and requirements of the Securities
and Exchange Commission in respect thereof, whitbr@ments may make such changes in this registrst@ement as the aforesaid

attorney-in-fact deems appropriate.

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been digpyehe following persons in the capaci

and on the date indicated.

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

September 17, 1999

September 17, 1999

September 17, 1999

September 17, 1999

September 17, 1999

September 17, 1999

September 17, 1999

September 17, 1999

Doug
Chie
Boar
(Pri

Holl
Pres
Dire

Rich
Seni
Offi
(Pri

G.B
Dire

Arth
Dire

Elwo
Dire

Gera
Dire

Arth
Dire

/sl

Isl

/sl

/sl

/sl

/sl

Isl

/sl
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EXHIBIT INDEX

EXHIBIT DESCRIPTION
1.1 Form of Underwriting Agreement between the Underwriters and Advanced Energy Industries, | nc.
4.1 Restated Certificate of Incorporation Q)

4.2 Bylaws (1)

4.3 Specimen Certificate for the Common St ock (2)
4.4 Form of Indenture between State Street Bank and Trust Company of California, N.A., as tru stee, and
Advanced Energy Industries, Inc. (incl uding form of % Convertible Subordinated Note due 2006)

4.5 Undertaking re Other Long-Term Debt

*5.1 Opinion of Thelen Reid & Priest LLP re Legality of the Notes
*8.1 Opinion of Thelen Reid & Priest LLP re Tax Matters
*23.1 Consents of Thelen Reid & Priest LLP ( 3)

23.2 Consent of Arthur Andersen LLP
23.3 Consent of KPMG LLP
24.1 Power of Attorney (4)

25.1 Statement re Eligibility of Trustee

(1) Incorporated by reference from Advanced Ensr@uarterly Report on Form XDfor the quarter ended June 30, 1999, filed J8ly1®9¢
(File No. 000-26966).

(2) Incorporated by reference from Advanced EnsrBggistration Statement on Form S-1, filed Septr@b, 1995, as amended (File No.
33-97188).

(3) Included in Exhibits 5.1 and 8.1.
(4) Included on the signature pages to this Regisir Statement.

* To Be Filed By Amendmen



DRAFT OF SEPTEMBER 17, 1999
ADVANCED ENERGY INDUSTRIES, INC.

__ % CONVERTIBLE SUBORDINATED NOTES DUE 2006

UNDERWRITING AGREEMENT
September __, 1999

Goldman, Sachs & Co.,

Merrill Lynch, Pierce, Fenner
& Smith Incorporated and Banc
of America Securities LLC

c/o Goldman, Sachs & Co.

85 Broad Street,

New York, New York 1000

Ladies and Gentlemen:

Advanced Energy Industries, Inc., a Delaware caton (the "Company"), proposes, subject to thengesind conditions stated herein, to
issue and sell to Goldman, Sachs & Co., Merrill tlynPierce, Fenner & Smith Incorporated and Banedea Securities LLC (the
"Underwriters") an aggregate of $ princgmaount of the Convertible Notes, convertible ifmmmon Stock, $0.001 par value
("Stock™) of the Company, specified above (the ftiFBecurities") and, at the election of the Undetewsi up to an aggregate of $

additional aggregate principal amount (the "Opti@®ecurities") (the Firm Securities and the Optidecurities which the Underwriters elect
to purchase pursuant to Section 2 hereof are heodliectively called the "Securities").

1. The Company represents and warrants to, aneésgi¢h, each of the Underwriters that:

(a) A registration statement on Form S-3 (File B®- ) (the "Initial Registration Statetfjeim respect of the Securities and
shares of the Stock issuable upon conversion thaemobeen filed with the Securities and Exchange@ission (the "Commission"); the
Initial Registration Statement and any |-effective amendmet



thereto, excluding exhibits thereto but includitigdacuments incorporated by reference in the pro&ps contained therein, each in the form
heretofore delivered to you and for each of theotbnderwriters, have been declared effective byGbmmission in such form; other than a
registration statement, if any, increasing the eizihe offering (a "Rule 462(b) Registration Staéat"), filed pursuant to Rule 462(b) under
the Securities Act of 1933, as amended (the "Agiflich became effective upon filing, no other doemtwith respect to the Initial
Registration Statement or document incorporaterefgrence therein has been filed with the Commissiad no stop order suspending the
effectiveness of the Initial Registration Statemanty post-effective amendment thereto or the RG&b) Registration Statement, if any, has
been issued and no proceeding for that purposbdesinitiated or threatened by the Commission fasyiminary prospectus included in the
Initial Registration Statement or filed with the r@mission pursuant to Rule 424(a) of the rules agdlations of the Commission under the
Act, is hereinafter called a "Preliminary Prospst}uthe various parts of the Initial Registratiratement and the Rule

462(b) Registration Statement, if any, includinigeathibits thereto but excluding Form T-1 and intthg (i) the information contained in the
form of final prospectus filed with the Commissioarsuant to Rule 424(b) under the Act in accordanritte Section 5(a) hereof and deemed
by virtue of Rule 430A under the Act to be partlué Initial Registration Statement at the time désvwdeclared effective and (ii) the documents
incorporated by reference in the prospectus coedhiim the Initial Registration Statement at theetisnich part of the Initial Registration
Statement became effective, each as amended tnthsuch part of the Initial Registration Stateirfsecame effective or such part of the
Rule

462(b) Registration Statement, if any, became ozdfter becomes effective, are hereinafter colletticalled the "Registration Statement”;
such final prospectus, in the form first filed pumst to Rule 424(b) under the Act, is hereinaftdled the "Prospectus”; any reference herein
to any Preliminary Prospectus or the Prospectus lshaeemed to refer to and include the documiesterporated by reference therein
pursuant to Item 12 of Form S-3 under the Act,fab® date of such Preliminary Prospectus or Prdsgeas the case may be; any reference
to any amendment or supplement to any Preliminapgpctus or the Prospectus shall be deemed totoed@d include any documents filed
after the date of such Preliminary Prospectus osfctus, as the case may be, under the Secikivbange Act of 1934, as amended (the
"Exchange Act"), and incorporated by referenceuichsPreliminary Prospectus or Prospectus, as #emay be; and any reference to any
amendment to the Registration Statement shall bmdd to refer to and include any annual repoh@f@ompany filed pursuant to

Section 13(a) or 15(d) of the Exchange Act afterdffective date of the Initial Registration Stassrinthat is incorporated by reference in the
Registration Statement;

(b) No order preventing or suspending the use pfRreliminary Prospectus has been issued by then@ission, and each Preliminary
Prospectus, at the time of filing thereof, confodnire all material respects to the requirement$iefAct and the Trust Indenture Act of 1939,
as amended (the "Trust Indenture Act"), and thesrahd regulations of the Commission thereunderdahnot contain an untrue statemer
a



material fact or omit to state a material fact lieggito be stated therein or necessary to makstétements therein, in the light of the
circumstances under which they were made, not adshg; PROVIDED, HOWEVER, that this representatm warranty shall not apply to
any statements or omissions made in reliance updrinaconformity with information furnished in wirig to the Company by an Underwriter
through Goldman, Sachs & Co. expressly for usesther

(c) The documents incorporated by reference irPtlospectus, when they became effective or wera Wifiéh the Commission, as the case
may be, conformed in all material respects to ggpirements of the Act or the Exchange Act, asiegiple, and the rules and regulations of
the Commission thereunder, and none of such docisngentained an untrue statement of a materialdiaotitted to state a material fact
required to be stated therein or necessary to itekstatements therein not misleading; and anjpdudocuments so filed and incorporated
by reference in the Prospectus or any further amend or supplement thereto, when such documentsrbeeffective or are filed with the
Commission, as the case may be, will conform imralterial respects to the requirements of the Ath® Exchange Act, as applicable, and
the rules and regulations of the Commission theteuand will not contain an untrue statement ofadiemial fact or omit to state a material
fact required to be stated therein or necessanyatke the statements therein not misleading; PROYMIHOWEVER, that this representati
and warranty shall not apply to any statementsmssions made in reliance upon and in conformitihwiformation furnished in writing to
the Company by an Underwriter through Goldman, S&o. expressly for use therein;

(d) The Registration Statement conforms, and tlesgrctus and any further amendments or suppleneetites Registration Statement or the
Prospectus will conform, in all material respeot$he requirements of the Act and the Trust Indenfct and the rules and regulations of the
Commission thereunder and do not and will not,fakeapplicable effective date of the Registratgtatement and any amendment thereto
and as of the applicable filing date of the Progpeand any amendment or supplement thereto, coaaiintrue statement of a material fact
or omit to state a material fact required to béestdherein or necessary to make the statementsrthet misleading; PROVIDED,
HOWEVER, that this representation and warrantylst@lapply to any statements or omissions madeliance upon and in conformity with
information furnished in writing to the Company &y Underwriter through Goldman, Sachs & Co. expydss use therein;

(e) Neither the Company nor any of its subsidiahi@s sustained since the date of the latest aufifitgolcial statements included or
incorporated by reference in the Prospectus arsydointerference with its business from fire, esidn, flood or other calamity, whether or
not covered by insurance, or from any labor disputeourt or governmental action, order or decegegept as set forth or contemplated in the
Prospectus or as would not have, individually athie aggregate, a material adverse effect on the
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current or future consolidated financial positibnsiness, prospects, stockholders' equity or esiilbperations of the Company and its
subsidiaries, taken as a whole (a "Material Advé&fect"); and, since the respective dates as aflwvimformation is given in the Registrati
Statement and the Prospectus, there has not bgaange in the capital stock, capital lease obbtiga or long-term debt of the Company or
any of its subsidiaries or any material adversexghaor any development involving a prospectiveemaltadverse change, in or affecting the
general affairs, management, financial positiooglgtolders' equity or results of operations of@mmpany and its subsidiaries, taken as a
whole, otherwise than as set forth or contemplatdébe Prospectus;

(f) The Company and its subsidiaries have goodmaarketable title in fee simple to all real propeatyd good and marketable title to all
personal property owned by them, in each caseafndeclear of all liens, encumbrances and defeaspsuch as are described in the
Prospectus or such as do not materially affectvéihee of such property and do not materially irdegfwith the use made and proposed to be
made of such property by the Company and its sigsi®@d; and any real property and buildings heldarease by the Company and its
subsidiaries are held by them under valid, sulmgjsind enforceable leases with such exceptionseasoa material and do not materially
interfere with the use made and proposed to be mBsiech property and buildings by the Company igmdubsidiaries;

(g) The Company has been duly incorporated andlidly existing as a corporation in good standimger the laws of the State of Delaware,
with the corporate power and authority to own itgpgerties and conduct its business as describirtiRrospectus, and has been duly
qualified as a foreign corporation for the trangacbf business and is in good standing underdts lof each other jurisdiction in which it
owns or leases properties or conducts any busgteas to require such qualification, or is subjeato material liability or disability by
reason of the failure to be so qualified or in gstahding in any such jurisdiction; and each suasjdf the Company has been duly
incorporated and is validly existing as a corparain good standing under the laws of its jurisditiof incorporation and has been duly
qualified as a foreign corporation for the transacof business and is in good standing underates lof each other jurisdiction in which it
owns or leases properties or conducts any bussteas to require such qualification, or is subfjeato material liability or disability by
reason of the failure to be so qualified or in gstahding in any such jurisdiction;

(h) The Company has an authorized capitalizatiosea$orth in the Prospectus, and all of the issletdes of capital stock of the Company
have been duly and validly authorized and issuedaae fully paid and non-assessable; the sharBtook initially issuable upon conversion
of the Securities have been duly and validly augear and reserved for issuance and, when issueddaivered in accordance with the
provisions of the Securities and the Indenturerreteto below, will be duly and validly issued,lfupaid and norassessable and will confol
to the description of the Stock contained in the



Prospectus; and all of the issued shares of cagtidak of each subsidiary of the Company have begnand validly authorized and issued,
are fully paid and non-assessable and are ownedtlgiror indirectly by the Company, free and clegall liens, encumbrances, equities or
claims;

(i) The Securities have been duly authorized arftdemissued and delivered pursuant to this Agreeméihhave been duly executed,
authenticated, issued and delivered and will cautstivalid and legally binding obligations of ther@pany entitled to the benefits provided
the indenture to be dated as of September __, @889Indenture") between the Company and StaeeSBank and Trust, as Trustee (the
"Trustee"), under which they are to be issued, thidl be substantially in the form filed as an éihto the Registration Statement; the
Indenture has been duly authorized and duly qedlifinder the Trust Indenture Act and, when execanelddelivered by the Company and
Trustee, will constitute a valid and legally binglimstrument, enforceable in accordance with i1 subject, as to enforcement, to
bankruptcy, insolvency, reorganization and othesslaf general applicability relating to or affegioreditors' rights and to general equity
principles; and the Securities and the Indentutboenform to the descriptions thereof in the Pexgps;

()) The issue and sale of the Securities and theptiance by the Company with all of the provisiafishe Securities, the Indenture and this
Agreement and the consummation of the transactiersin and therein contemplated will not confligthwor result in a breach or violation of
any of the terms or provisions of, or constitudefault under, any indenture, mortgage, deed sf,ttoan agreement or other agreement or
instrument to which the Company or any of its sdiasies is a party or by which the Company or ahigsosubsidiaries is bound or to which
any of the property or assets of the Company orddiig subsidiaries is subject, except , in eaadec (i) breaches, violations or defaults
which, individually or in the aggregate, would hatve a Material Adverse Effect and (ii) would nava an adverse effect on the Company's
ability to consummate the transactions contemplh&rdby; nor will such actions result in any vi@atof the provisions of the Certificate of
Incorporation or By-laws of the Company or any&br any order, rule or regulation of any courgovernmental agency or body having
jurisdiction over the Company or any of its subeaitis or any of their properties; and no conseuir@val, authorization, order, registratior
qualification of or with any such court or govermted agency or body is required for the issue aie of the Securities or the consummation
by the Company of the transactions contemplatethisyAgreement or the Indenture, except the regisin under the Act of the Securities
and the shares of Stock issuable upon converseredh such as have been obtained under the Trdsbture Act and such consents,
approvals, authorizations, registrations or quadiions as may be required under state securitiBiie Sky laws in connection with the
purchase and distribution of the Securities bylhderwriters;



(k) Neither the Company nor any of its subsidiafigss in violation of its Certificate of Incorpation or By-laws or (ii) in default in the
performance or observance of any obligation, ages¢ntovenant or condition contained in any indemtmortgage, deed of trust, loan
agreement, lease or other agreement or instrurnevhich it is a party or by which it or any of fisoperties may be bound, except in the case
of (ii) above where such default would not have @dfiial Adverse Effect and would not have an adveffect on the Company's ability to
consummate the transactions contemplated hereby;

() The statements set forth in the Prospectus uthdecaptions "Description of Notes" and "Deséoiptof Capital Stock", insofar as they
purport to constitute a summary of the terms ofSkeurities and the Stock, under the caption "Melteinited States Federal Income Tax
Consequences”, and under the caption "Underwritimgbfar as they purport to describe the provisiohthe laws and documents referred to
therein, are accurate, complete and fair;

(m) Other than as set forth in the Prospectusethes no legal or governmental proceedings perdimgich the Company or any of its
subsidiaries is a party or of which any propertyhef Company or any of its subsidiaries is theethivhich, if determined adversely to the
Company or any of its subsidiaries, would indivillijyar in the aggregate have a Material Adverseé&tifand, to the best of the Company's
knowledge, no such proceedings are threatenedndermplated by governmental authorities or threatdneothers;

(n) The Company is not and, after giving effectite offering and sale of the Securities, will netdnm "investment company" or an entity
“controlled" by an "investment company", as sucmteare defined in the Investment Company Act @0l &s amended (the "Investment
Company Act");

(0) Neither the Company nor any of its affiliatesed business with the government of Cuba or withpemson or affiliate located in Cuba
within the meaning of Section 517.075, Florida Stes;

(p) Arthur Andersen LLP, who has opined as to ¢effiaancial statements of the Company and its islidnses, and KPMG LLP, who has
opined as to certain financial statements of RFdtd®voducts, Inc., are each independent publicuaataats as required by the Act and the
rules and regulations of the Commission thereunder;

(q) The Company has reviewed its operations antdofhits subsidiaries and has made reasonableriegof any third parties with which the
Company or any of its subsidiaries has a mateglationship to evaluate the extent to which theérmss or operations of the Company or any
of its subsidiaries will be affected by the Yeaf@@roblem. As a result of such review, exceptpasifically described in the Prospectus, the
Company has no reason to believe, and does net/bethat the Year 2000 Problem will
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have a material adverse effect on the generalrgffmanagement, the current or future consolidéteaahcial position, business, prospects,
stockholders' equity or results of operations ef @ompany and its subsidiaries or result in anyenadtloss or interference with the
Company's business or operations. The "Year 2000I€mn" as used herein means any significant risk¢bmputer hardware, firmware or
software used in the receipt, transmission, praegsmanipulation, storage, retrieval, retransnoissir other utilization of data or in the
operation of mechanical or electrical systems gfkind will not, in the case of dates or time pdsaccurring after December 31, 1999,
function at least as effectively as in the casdatés or time periods occurring prior to Januarg0DO; and

(r) Neither the Company not any of its subsidiades any real property.

2. Subject to the terms and conditions hereinargh f(a) the Company agrees to issue and selicb ef the Underwriters, and each of the
Underwriters agrees, severally and not jointlyptiochase from the Company, at a purchase price 0of% of the principal amount thereof,
plus accrued interest, if any, from 9991to the First Time of Delivery hereunder, thimgipal amount of Firm Securities set
forth opposite the name of such Underwriter in Sicie | hereto, and (b) in the event and to therebtteat the Underwriters shall exercise the
election to purchase Optional Securities as pravtmdow, the Company agrees to issue and selldio @ethe Underwriters, and each of the
Underwriters agrees, severally and not jointlyptochase from the Company, at the same purchase gt forth in clause (a) of this Section
2, that portion of the aggregate principal amourihe Optional Securities as to which such elecsiball have been exercised (to be adjusted
by you so as to eliminate fractions of $ dejermined by multiplying such aggregate princgrabunt of Optional Securities by a
fraction, the numerator of which is the maximumraggte principal amount of Optional Securities whsach Underwriter is entitled to
purchase as set forth opposite the name of suclketdmider in Schedule | hereto and the denominatevidch is the maximum aggregate
principal amount of Optional Securities which dlklee Underwriters are entitled to purchase hereund

The Company hereby grants to the Underwritersitjie to purchase at their election up to $ aggregate principal amount of
Optional Securities, at the purchase price seffiorclause (a) of the first paragraph of this #ec®, for the sole purpose of covering sale of
Securities in excess of the number of Firm SeasitAny such election to purchase Optional Seesritiay be exercised by written notice
from you to the Company, given within a period 6fGlendar days after the date of this Agreemetting forth the aggregate principal
amount of Optional Securities to be purchased hediate on which such Optional Securities are tddiigered, as determined by you but in
no event earlier than the First Time of Deliveryg ¢efined in

Section 4 hereof) or, unless you and the Compamgratse agree in writing, earlier than two or latean ten business days after the date of
such notice.



3. Upon the authorization by you of the releasthefFirm Securities, the several Underwriters psepto offer the Firm Securities for sale
upon the terms and conditions set forth in the fprrotus.

4. (a) The Securities to be purchased by each Wmider hereunder will be represented by one or na@finitive global Securities in book-
entry form which will be deposited by or on behafithe Company with The Depository Trust CompariyT(C") or its desighated custodian.
The Company will deliver the Securities to Goldm&@achs & Co., for the account of each Underwrédgainst payment by or on behalf of
such Underwriter of the purchase price therefowby transfer of Federal (same-day) funds to tremant specified by the Company to
Goldman, Sachs & Co. at least fodight hours in advance, by causing DTC to creditSkcurities to the account of Goldman, Sachs &
DTC. The Company will cause the certificates repnéing the Securities to be made available to Galirsachs & Co. for checking at least
twenty-four hours prior to the Time of Delivery (@sfined below) at the office of DTC or its desitgthcustodian (the "Designated Office").
The time and date of such delivery and payment blealwith respect to the Firm Securities, 9:30.aMew York City time, on

, 1999 or such other time and dateolim@n, Sachs & Co. and the Company may agree imperiting, and, with respect 1
the Optional Securities, 9:30 a.m., New York Citgd, on the date specified by Goldman, Sachs &iCthe written notice given by
Goldman, Sachs & Co. of the Underwriters' electmpurchase such Optional Securities, or such difmerand date as Goldman, Sachs &
Co. and the Company may agree upon in writing. $acé and date for delivery of the Firm Securiiieberein called the "First Time of
Delivery", such time and date for delivery of thptional Securities, if not the First Time of Deliyeis herein called the "Second Time of
Delivery", and each such time and date for delivettyerein called a "Time of Delivery".

(b) The documents to be delivered at each TimeativBry by or on behalf of the parties hereto parguo Section 7 hereof, including the
cross-receipt for the Securities and any additioloaliments requested by the Underwriters pursoaBéttion 7(k) hereof, will be delivered
at the offices of [Kaye, Scholer, Fierman, Hays &nidler, LLP, 1999 Avenue of the Stars, Suite 1608, Angeles, California 90067] (the
"Closing Location"), and the Securities will beigdeted at the Designated Office, all at such TirhBelivery. A meeting will be held at the
Closing Location at p.m., New York City ¢éinon the New York Business Day next preceding Jucte of Delivery, at which
meeting the final drafts of the documents to bévdetd pursuant to the preceding sentence willMa@able for review by the parties hereto.
For the purposes of this Section 4, "New York BassDay" shall mean each Monday, Tuesday, Wedng$taysday and Friday which is
not a day on which banking institutions in New Y@f#y are generally authorized or obligated by @vexecutive order to close.
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5. The Company agrees with each of the Underwriters

(a) To prepare the Prospectus in a form approvegbhiyand to file such Prospectus pursuant to R24€l) under the Act not later than the
Commission's close of business on the second Isssiwy following the execution and delivery of thgreement, or, if applicable, such
earlier time as may be required by Rule 430A(a)(8)er the Act; to make no further amendment orsupplement to the Registration
Statement or Prospectus prior to such Time of [2e}iwhich shall be disapproved by you promptly mfemsonable notice thereof; to advise
you, promptly after it receives notice thereoftlod time when any amendment to the Registratiote®tant has been filed or becon

effective or any supplement to the Prospectus praamended Prospectus has been filed and to fuyoighwith copies thereof; to file timely

all reports and any definitive proxy or informatistatements required to be filed by the Compani thie Commission pursuant to Section 13
(@), 13(c), 14 or 15(d) of the Exchange Act subsetjto the date of the Prospectus and for so Isrtheadelivery of a prospectus is required
in connection with the offering or sale of the S#@s; to advise you, promptly after it receivesioe thereof, of the issuance by the
Commission of any stop order or of any order préwgror suspending the use of any Preliminary ReoBfs or prospectus, of the suspension
of the qualification of the Securities or the sisané Stock issuable upon conversion of the Seegrftr offering or sale in any jurisdiction, of
the initiation or threatening of any proceedingday such purpose, or of any request by the Conwnigsr the amending or supplementing
of the Registration Statement or Prospectus oadditional information; and, in the event of theuiance of any stop order or of any order
preventing or suspending the use of any PrelimiRaospectus or prospectus or suspending any suification, promptly to use its best
efforts to obtain the withdrawal of such order;

(b) Promptly from time to time to take such actamyou may reasonably request to qualify the Siesiand the shares of Stock issuable
upon conversion of the Securities for offering aatk under the securities laws of such jurisdigtias you may request and to comply with
such laws so as to permit the continuance of saldslealings therein in such jurisdictions for@asylas may be necessary to complete the
distribution of the Securities, provided that imoection therewith the Company shall not be reguicequalify as a foreign corporation or to
file a general consent to service of process injarigdiction;

(c) Prior to 10:00 a.m., New York City time, on tNew York Business Day next succeeding the dathisfAgreement and from time to tin
to furnish the Underwriters with copies of the Pmatus in New York City in such quantities as yoaymeasonably request, and, if the
delivery of a prospectus is required at any timergp the expiration of nine months after the tioféssue of the Prospectus in connection
with the offering or sale of the Securities andghares of Stock issuable upon conversion of ticer@es and if at such time any event shall
have occurred as a result of which the



Prospectus as then amended or supplemented walldénan untrue statement of a material fact ot torétate any material fact necessary
in order to make the statements therein, in lighhe circumstances under which they were made wheh Prospectus is delivered, not
misleading, or, if for any other reason it shallneeessary during such period to amend or suppletmefrospectus or to file under the
Exchange Act any document incorporated by referémtiee Prospectus in order to comply with the Alog Exchange Act or the Trust
Indenture Act, to notify you and upon your requedile such document and to prepare and furnighout charge to each Underwriter and to
any dealer in securities as many copies as youfroaytime to time reasonably request of an ameritedpectus or a supplement to the
Prospectus which will correct such statement orssion or effect such compliance; and in case argedariter is required to deliver a
prospectus in connection with sales of any of teeuSities and the shares of Stock issuable upowersion of the Securities at any time nine
months or more after the time of issue of the Reo&fs, upon your request but at the expense ofduderwriter, to prepare and deliver to
such Underwriter as many copies as you may reaqiiest amended or supplemented Prospectus comphjthgSection 10(a)(3) of the Act;

(d) To make generally available to its securityleofdas soon as practicable, but in any event terttlaan eighteen months after the effective
date of the Registration Statement (as defineduiie BR58(c) under the Act), an earnings statemetti@fCompany and its subsidiaries (which
need not be audited) complying with Section 11¢ahe Act and the rules and regulations of the Caégsion thereunder (including, at the
option of the Company, Rule 158);

(e) During the period beginning from the date @& Brospectus and continuing to and including the 8@ days after the date of the
Prospectus, not to offer, sell, contract to sebhthrerwise dispose of, except as provided hereusmesecurities of the Company that are
substantially similar to the Securities or the &taecluding but not limited to any securities tlaaé convertible into or exchangeable for, or
that represent the right to receive, Stock or arghsubstantially similar securities (other thamspant to employee stock option plans
existing on, or upon the conversion or exchangeoaf/ertible or exchangeable securities outstandingf, the date of this Agreement) and
other than the shares of Stock sold to the Unde&grgrpursuant to that certain Underwriting Agreetndated the date hereof, among the
Company, the Selling Stockholders and Goldman, $&cio., BancBoston Robertson Stephens and CIBAd\Warkets, without your pric
written consent;

(f) To furnish to the holders of the Securitiessaen as practicable after the end of each fisal gp annual report (including a balance sheet
and statements of income, stockholders' equitycastl flows of the Company and its consolidatedididrges certified by independent puk
accountants) and, as soon as practicable aftemith@f each of the first three quarters of eaatafigear (beginning with the fiscal quarter
ending after the effective date of the Registraitatement), to make available to the holders ®f th
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Securities consolidated summary financial inforoaidf the Company and its subsidiaries for suchtquan reasonable detail;

(9) During a period of five years from the effeetigate of the Registration Statement, to furnisyoto copies of all reports or other
communications (financial or other) furnished tockholders, and to deliver to you (i) as soon ay tire available, copies of any reports and
financial statements furnished to or filed with themmission or any national securities exchangehioh the Securities or any class of
securities of the Company is listed; and (ii) sadditional information concerning the business mahcial condition of the Company as you
may from time to time reasonably request (suchniinel statements to be on a consolidated basletextent the accounts of the Company
and its subsidiaries are consolidated in repontsighed to its stockholders generally or to the @assion);

(h) To use the net proceeds received by it fronstie of the Securities pursuant to this Agreeriretiie manner specified in the Prospectus
under the caption "Use of Proceeds";

(i) If the Company elects to rely upon Rule 462¢(h Company shall file a Rule 462(b) Registratdatement with the Commission in
compliance with Rule 462(b) by 10:00 P.M., WashimgtD.C. time, on the date of this Agreement, dm@dGompany shall at the time of fili
either pay to the Commission the filing fee for Rale

462(b) Registration Statement or give irrevocabgtructions for the payment of such fee pursua®ule 111(b) under the Act;

()) To reserve and keep available at all times filEpreemptive rights, shares of Stock for theppse of enabling the Company to satisfy any
obligations to issue shares of its Stock upon crmier of the Securities; and

(k) To use its best efforts to list for quotatisupject to notice of issuance, the shares of Ststlable upon conversion of the Securities on
the Nasdaq National Market ("NASDAQ").

6. The Company covenants and agrees with the devedarwriters that the Company will pay or causé¢ paid the following: (i) the fees,
disbursements and expenses of the Company's cams$elccountants in connection with the registnadibthe Securities and the shares of
Stock issuable upon conversion of the Securitieleuthe Act and all other expenses in connectidh thie preparation, printing and filing of
the Registration Statement, any Preliminary Prasigeend the Prospectus and amendments and suppéaiimereto and the mailing and
delivering of copies thereof to the Underwritersl alealers; (ii) the cost of printing or producinyadgreement among Underwriters, this
Agreement, the Indenture, the Blue Sky Memorandtiosing documents (including any compilations thérand any other documents in
connection with the
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offering, purchase, sale and delivery of the Séiesri(iii) all expenses in connection with the lifigation of the Securities and the shares of
Stock issuable upon conversion of the Securitiesfiering and sale under state securities lawgragided in Section 5(b) hereof, including
the fees and disbursements of counsel for the Wniters in connection with such qualification amdcionnection with the Blue Sky and legal
investment surveys; (iv) any fees charged by stesiniating services for rating the Securities;tf filing fees incident to, and the fees and
disbursements of counsel for the Underwriters imeetion with, any required review by NASD Regulast, Inc. of the terms of the sale of
the Securities; (vi) the cost of preparing the $ities; (vii) the fees and expenses of the Trusta@ any agent of the Trustee and the fees and
disbursements of counsel for the Trustee in coimreetith the Indenture and the Securities; and)(all other costs and expenses incident to
the performance of its obligations hereunder whaighnot otherwise specifically provided for in tBisction. It is understood, however, that,
except as provided in this Section, and Sectioas®B11 hereof, the Underwriters will pay all ofitrewvn costs and expenses, including the
fees of their counsel, transfer taxes on resadmgfof the Securities by them, and any advertisikggenses connected with any offers they
make.

7. The obligations of the Underwriters hereundertoathe Securities to be delivered at each TinmRadifvery, shall be subject, in their
discretion, to the condition that all representagiand warranties and other statements of the Quyrtperein are, at and as of such Time of
Delivery, true and correct, the condition that @@mpany shall have performed all of its obligatibeseunder theretofore to be performed,
and the following additional conditions:

(a) The Prospectus shall have been filed with theission pursuant to Rule 424(b) within the aggille time period prescribed for such
filing by the rules and regulations under the And & accordance with Section 5(a) hereof; if tlrenPany has elected to rely upon Rule 462
(b), the Rule 462(b) Registration Statement shalehbecome effective by 10:00 P.M., Washington,.Eir@e, on the date of this Agreement;
no stop order suspending the effectiveness of gggdRation Statement or any part thereof shaleHaeen issued and no proceeding for that
purpose shall have been initiated or threatenethdyCommission; and all requests for additionadiimfation on the part of the Commission
shall have been complied with to your reasonaltiefaation;

(b) Kaye, Scholer, Fierman, Hays & Handler, LLPysel for the Underwriters, shall have furnishegida such written opinion or opinions

(a draft of each such opinion is attached as Ant{axhereto), dated such Time of Delivery, witlspect to the matters covered in paragraphs
(@), (ii), (vii), (viii), (ix) and (xvi) of subsedbn (c) below as well as such other related matiergou may reasonably request, and such co
shall have received such papers and informatidheasmay reasonably request to enable them toymss such matters;

(c) Thelen Reid & Priest LLP, counsel for the Comyashall have furnished to you their written opimia draft of such opinion is attachec
Annex lI(b) hereto), dated such Time of Deliveryform and substance satisfactory to you, to tfecethat:
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(i) The Company has been duly incorporated andliglly existing as a corporation in good standingler the laws of the State of Delaware.
The Company has the corporate power and authaoribyvn its properties and conduct its business saeriteed in the Prospectus;

(i) The Company has an authorized capitalizati®set forth in the Prospectus, and all of the @slares of capital stock of the Company
have been duly and validly authorized and issuedaae fully paid and non-assessable; and the sbaf&tock initially issuable upon
conversion of the Securities have been duly anidlyauthorized and reserved for issuance and, vigsred and delivered in accordance
the provisions of the Securities and the Indentwik pe duly and validly issued and fully paid andn-assessable, and will conform, in all
material respects, to the description of the Stmrkained in the Prospectus;

(iif) The Company is duly qualified as a foreigmrporation for the transaction of business and gaad standing under the laws of each
jurisdiction in which it owns or leases propertigsonducts any business so as to require suclfigatibn except where the failure to be
qualified or in good standing would not, individiyabr in the aggregate, have a Material Adverseéf{such counsel being entitled to rely in
respect of the opinion in this clause upon opiniohi®cal counsel and in respect of matters of €guin certificates of officers of the
Company, provided that such counsel shall statethieg believe that both you and they are justifrecelying upon such opinions and
certificates);

(iv) Each subsidiary of the Company organized uritdedaws of the United States, any state of thigedrStates or the District of Columbia
"Domestic Subsidiary") has been duly incorporated ia validly existing as a corporation in goochsliag under the laws of its jurisdiction
incorporation; and all of the issued shares oftehptock of each Domestic Subsidiary have beey and validly authorized and issued, are
fully paid and norassessable, and are owned directly or indirectithbyCompany, free and clear of all liens, encumdxa, equities or clair
(such counsel being entitled to rely in respedhefopinion in this clause upon opinions of loaaliesel and in respect of matters of fact upon
certificates of officers of the Company or its sdi@ies, provided that such counsel shall staé tiiey believe that both you and they are
justified in relying upon such opinions and cectfies);

(v) To such counsel's knowledge, the manufactuidedities located at 1625 Sharp Point Drive, Fodilins, Colorado and 1007 Laurel Oak
Drive, Voorhees, New Jersey held under lease b tmpany and RF Power Products, Inc. (the "Priricipa
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Subsidiary") are held by them under valid, subsgstind enforceable leases, except as such enfantemag be limited by bankruptcy and
with such exceptions as are not material and dontetfere with the use made and proposed to beerakduch property and buildings by the
Company and the Principal Subsidiary (in giving éfpénion in this clause, such counsel may statertba@xamination of record titles for the
purpose of such opinion has been made, and thattleerelying upon a general review of the titlethe Company and the Principal
Subsidiary, upon opinions of local counsel andralots, reports and policies of title companies ezed or issued at or subsequent to the time
of acquisition of such property by the Companyhar Principal Subsidiary, upon opinions of counseht lessors of such property and, in
respect of matters of fact, upon certificates ditefs of the Company or its subsidiaries, provitleat such counsel shall state that they
believe that both you and they are justified ityired upon such opinions, abstracts, reports, pesieind certificates);

(vi) To the best of such counsel's knowledge ahérathan as set forth in the Prospectus, thera@tegal or governmental proceedings
pending to which the Company or any of its subsiégais a party or of which any property of the Q@amy or any of its subsidiaries is the
subject which, if determined adversely to the Comypar any of its subsidiaries, would, individuadly in the aggregate, have a Material
Adverse Effect; and, to the best of such counkatsvledge, no such proceedings are threatenednemplated by governmental authorities
or threatened by others;

(vii) This Agreement has been duly authorized, exed and delivered by the Company;

(viii) The Securities have been duly authorized@med, authenticated, issued and delivered anstitde valid and legally binding
obligations of the Company entitled to the bengfitsvided by the Indenture; and the Securitiesthrdndenture conform to the descriptions
thereof in the Prospectus;

(ix) The Indenture has been duly authorized, exextand delivered by the parties thereto and coitessita valid and legally binding
instrument, enforceable in accordance with its sersabject, as to enforcement, to bankruptcy, Wresaly, reorganization and other laws of
general applicability relating to or affecting citeds' rights and to general equity principles; dmel Indenture has been duly qualified under
the Trust Indenture Act;

(x) The issue and sale of the Securities beingedsund sold at such Time of Delivery and the coamgié by the Company with all of the
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provisions of the Securities, the Indenture ang Agreement and the consummation of the transactierein and therein contemplated will
not conflict with or result in a breach or violatiof any of the terms or provisions of, or conséta default under, any indenture, mortgage,
deed of trust, loan agreement or other agreemdanststument known to such counsel to which the Camypor any of its subsidiaries is a
party or by which the Company or any of its sulzmidis is bound or to which any of the property sseds of the Company or any of its
subsidiaries is subject, except in each case, besaegiolations or defaults which, individuallyiarthe aggregate, would not have a Material
Adverse Effect and would not have an adverse effethe Company's ability to consummate the traiwascontemplated hereby, nor will
such actions result in any violation of the promis of the Certificate of Incorporation or By-laefsthe Company or any statute or any order,
rule or regulation of any court or governmentalraxyeor body having jurisdiction over the Companyaoy of its subsidiaries or any of their
properties;

(xi) No consent, approval, authorization, ordegis&ation or qualification of or with any such ¢cbar governmental agency or body is
required for the issue and sale of the Securitgsgiissued at such Time of Delivery or the consation by the Company of the transactions
contemplated by this Agreement or the Indentureepiksuch as have been obtained under the Acthentirtist Indenture Act, such as have
been obtained under the Act in connection withsth@res of Stock issuable upon conversion of thar8ies and such consents, approvals,
authorizations, registrations or qualificationgrasy be required under state securities or Bluel&kyg in connection with the purchase and
distribution of the Securities by the Underwriters;

(xii) Neither the Company nor any of its DomestidSidiaries is (A) in violation of its Certificat# Incorporation or By-laws or (B) in
default in the performance or observance of anigabbn, agreement, covenant or condition containeghy indenture, mortgage, deed of
trust, loan agreement, lease or other agreemeansioument known to such counsel to which it isagtyor by which it or any of its properties
may be bound, except in the case of (B) where deédwlt (1) would not have a Material Adverse Effeied (2) would not have an adverse
effect on the Company's ability to consummate thrsactions contemplated hereby (such counsel lesititted to rely in respect of the
opinion in this clause upon opinions of local calrend in respect of matters of fact upon certiisaf officers of the Company or its
Domestic Subsidiaries, provided that such courtsal s
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state that they believe that both you and theyustéfied in relying upon such opinions and cectifies);

(xiil) The statements set forth in the Prospectugean the captions "Description of Convertible Nb&sd "Description of Capital Stock",
insofar as they purport to constitute a summanphefterms of the Securities and the Stock, undec#ption "Material United States Federal
Income Tax Consequences”, and under the captiodétwriting”, insofar as they purport to describe grovisions of the laws and
documents referred to therein, are accurate, cdmplal fair in all material respects;

(xiv) The Company is not an "investment companyaentity "controlled" by an "investment comparg$,such terms are defined in the
Investment Company Act;

(xv) The documents incorporated by reference irPtaspectus or any further amendment or supplethergto made by the Company prior
to the Time of Delivery (other than the financitdtements and related schedules therein, as tdwshith counsel need express no opinion),
when they became effective or were filed with th@mnission, as the case may be, complied as to ifoath material respects with the
requirements of the Act or the Exchange Act, adiegiie, and the rules and regulations of the Cossinin thereunder; and they have no
reason to believe that any of such documents, wheh documents became effective or were so fieth@case may be, contained, in the
case of a registration statement which becametaféegnder the Act, an untrue statement of a maltéact, or omitted to state a material fact
required to be stated therein or necessary to riekstatements therein not misleading, or, in #e=of other documents which were filed
under the Act or the Exchange Act with the Commoissan untrue statement of a material fact or @it state a material fact necessary in
order to make the statements therein, in the bftihe circumstances under which they were madensheh documents were so filed, not
misleading; and

(xvi) The Registration Statement and the Prospemdsany further amendments and supplements therade by the Company prior to such
Time of Delivery (other than the financial statersesind related schedules therein, as to which soehsel need express no opinion) comply
as to form in all material respects with the reguients of the Act and the Trust Indenture Act &drtiles and regulations thereunder;
although they do not assume any responsibilitgHeraccuracy, completeness or fairness of thenstaits contained in the Registration
Statement or the Prospectus, except for thosereefén in the opinion in subsection (xiii) of tt8&ction 7(c),
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they have no reason to believe that, as of itct¥e date, the Registration Statement or any &rrimendment thereto made by the Company
prior to such Time of Delivery (other than the fiicéal statements and related schedules theretn,\akich such counsel need express no
opinion) contained an untrue statement of a matih or omitted to state a material fact requitedhe stated therein or necessary to make
the statements therein not misleading or thatf é&s date, the Prospectus or any further amendmestipplement thereto made by the
Company prior to such Time of Delivery (other thha financial statements and related schedulesithexs to which such counsel need
express no opinion) contained an untrue statenfemtaterial fact or omitted to state a materiat faecessary to make the statements the

in the light of the circumstances under which theye made, not misleading or that, as of such Tfrigelivery, either the Registration
Statement or the Prospectus or any further amendoneupplement thereto made by the Company prisuth Time of Delivery (other than
the financial statements and related schedulesithexs to which such counsel need express noamiodntains an untrue statement of a
material fact or omits to state a material factassary to make the statements therein, in the dijthte circumstances under which they were
made, not misleading; and they do not know of angradment to the Registration Statement requirdst tled or of any contracts or other
documents of a character required to be filed aesxiibit to the Registration Statement or requitete incorporated by reference into the
Prospectus or required to be described in the Ratia Statement or the Prospectus which areileot 6r incorporated by reference or
described as required,;

(d) [())] On the date of the Prospectus at a timergo the execution of this Agreement, at 9:30

a.m., New York City time, on the effective dateanfy post-effective amendment to the Registratiate®tent filed subsequent to the date of
this Agreement and also at each Time of Delivenghér Andersen LLP shall have furnished to youtteteor letters, dated the respective
dates of delivery thereof, in form and substantisfs&tory to you, to the effect set forth in Annlexereto (the executed copy of the letter
delivered prior to the execution of this Agreemisrdttached as Annex I(a) hereto and a draft ofdaha of letter to be delivered on the
effective date of any postffective amendment to the Registration Statemeditss of each Time of Delivery is attached as Anfl@xhereto)

[(il) On the date of the Prospectus at a time piadaihe execution of this Agreement, at 9:30 aew York City time, on the effective date of
any post-effective amendment to the RegistratiateBtent filed subsequent to the date of this Ageztrand also at each Time of Delivery,
KPMG LLP
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shall have furnished to you a letter or letterdeddhe respective dates of delivery thereof, imfand substance satisfactory to you, to the
effect set forth in Annex Il hereto (the executeg@yof the letter delivered prior to the executadrthis Agreement is attached as Annex li(a)
hereto and a draft of the form of letter to bed®iéd on the effective date of any post-effectiveeadment to the Registration Statement and
as of each Time of Delivery is attached as Anné) lhereto;]

(e) (i) Neither the Company nor any of its subgigsshall have sustained since the date of tkstlatudited financial statements included or
incorporated by reference in the Prospectus arsydointerference with its business from fire, egibn, flood or other calamity, whether or
not covered by insurance, or from any labor disputeourt or governmental action, order or decotfeerwise than as set forth or
contemplated in the Prospectus, and (ii) sincedbpective dates as of which information is givethie Prospectus there shall not have been
any change in the capital stock, capital leasegabibns or long-term debt of the Company or angso$ubsidiaries or any change, or any
development involving a prospective change, inffiacting the general affairs, management, finangtadition, stockholders' equity or results
of operations of the Company and its subsidiatasn as a whole, otherwise than as set forth imteoaplated in the Prospectus, the effect of
which, in any such case described in clause (f))}is in the judgment of Goldman, Sachs & Ca rapresentatives of the Underwriters, so
material (to the Company and its subsidiaries taiea whole) and adverse as to make it impracgaabinadvisable to proceed with the
public offering or the delivery of the Securitiesifg issued at such Time of Delivery on the termia the manner contemplated in the
Prospectus;

(f) On or after the date hereof (i) no downgradsh@ll have occurred in the rating accorded the Gayg debt securities by any "nationally
recognized statistical rating organization”, ag tham is defined by the Commission for purposeRwie 436(g)(2) under the Act, and (ii) no
such organization shall have publicly announcedtlitiieas under surveillance or review, with possibégative implications, its rating of any
of the Company's debt securities;

(9) On or after the date hereof there shall noet@scurred any of the following: (i) a suspensiomaterial limitation in trading in securities
generally on the New York Stock Exchange or on NASD (ii) a suspension or material limitation indiag in the Company's securities on
NASDAQ); (iii) a general moratorium on commerciahBang activities declared by either Federal or Néovk State authorities; or (iv) tr
outbreak or escalation of hostilities involving teited States or the declaration by the UnitedeStaf a national emergency or war, if the
effect of any such event specified in this clauggif the judgment of Goldman, Sachs & Co. makéspracticable or inadvisable to proceed
with the public offering or the delivery of the Seities being issued at such Time of Delivery om tdwrms and in the manner contemplated in
the Prospectus;

18



(h) The shares of Stock issuable upon conversigheoSecurities shall have been duly listed fortgtion, subject to notice of issuance, on
NASDAQ;

(i) The Company has obtained and delivered to theéddwriters executed copies of an agreement frath efithe officers and directors of the
Company, substantially to the effect set forth ¥hiBit A attached hereto and incorporated hereithiig/reference;

()) The Company shall have complied with the prirs of Section 5(c) hereof with respect to thaishiing of prospectuses on the New
York Business Day next succeeding the date ofAgieement; and

(k) The Company shall have furnished or causectuimished to you at such Time of Delivery cectites of officers of the Company
satisfactory to you as to the accuracy of the grgtions and warranties of the Company hereamafs of such Time of Delivery, as to the
performance by the Company of all of its obligatidrereunder to be performed at or prior to sucheTafiDelivery, as to the matters set forth
in subsections (a) and

(e) of this Section and as to such other mattey®asnay reasonably request.

8 (a) The Company will indemnify and hold harmleash Underwriter against any losses, claims, dasagkabilities, joint or several, to
which such Underwriter may become subject, undeitt or otherwise, insofar as such losses, claitasyages or liabilities (or actions in
respect thereof) arise out of or are based upamtme statement or alleged untrue statement cdtennl fact contained in any Preliminary
Prospectus, the Registration Statement or the Bctisp, or any amendment or supplement theretajsa aut of or are based upon the
omission or alleged omission to state therein @&nwtfact required to be stated therein or neegssamake the statements therein not
misleading, and will reimburse each Underwriterday legal or other expenses reasonably incurreslibly Underwriter in connection with
investigating or defending any such action or clasrsuch expenses are incurred; PROVIDED, HOWEMER the Company shall not be
liable in any such case to the extent that any &sd) claim, damage or liability arises out ofobased upon an untrue statement or alleged
untrue statement or omission or alleged omissiodenira any Preliminary Prospectus, the Registrefitatement or the Prospectus or any :
amendment or supplement in reliance upon and ifoomity with written information furnished to theo@pany by any Underwriter through
Goldman, Sachs & Co. expressly for use therein.

(b) Each Underwriter will indemnify and hold harsdethe Company against any losses, claims, dansadjabilities to which the Company
may become subject, under the Act or otherwis@faémsas such losses, claims, damages or liabiljieactions in respect thereof) arise out of
or are based upon an untrue statement or allegegeustatement of a material fact contained inRrgliminary Prospectus, the Registration
Statement or the Prospectus, or any amendmenpptesaent thereto, or arise out of or are based tipomission or alleged omission to
state therein a material fact required to be sttteckin or
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necessary to make the statements therein not mistgan each case to the extent, but only to ttiers, that such untrue statement or alleged
untrue statement or omission or alleged omissioswade in any Preliminary Prospectus, the Registr&tatement or the Prospectus or any
such amendment or supplement in reliance uponraadriformity with written information furnished toe Company by such Underwriter
through Goldman, Sachs & Co. expressly for usestheand will reimburse the Company for any legabther expenses reasonably incurred
by the Company in connection with investigatinglefending any such action or claim as such expeargemcurred.

(c) Promptly after receipt by an indemnified parthyder subsection (a) or (b) above of notice ofctamencement of any action, such
indemnified party shall, if a claim in respect thefris to be made against the indemnifying partyaursuch subsection, notify the
indemnifying party in writing of the commencememéiteof; but the omission so to notify the indeminifyparty shall not relieve it from any
liability which it may have to any indemnified paitherwise than under such subsection. In caseatty action shall be brought against any
indemnified party and it shall notify the indemriify party of the commencement thereof, the indeymmgf party shall be entitled to
participate therein and, to the extent that itlsivah, jointly with any other indemnifying partynsilarly notified, to assume the defense
thereof, with counsel satisfactory to such inderediparty (who shall not, except with the consdrthe indemnified party, be counsel to the
indemnifying party), and, after notice from the émanifying party to such indemnified party of iteetion so to assume the defense thereof,
the indemnifying party shall not be liable to suletiemnified party under such subsection for angllegxpenses of other counsel or any other
expenses, in each case subsequently incurred hyirsdemnified party, in connection with the defettsereof other than reasonable costs of
investigation. No indemnifying party shall, withdhe written consent of the indemnified party, efféhe settlement or compromise of, or
consent to the entry of any judgment with respgcahy pending or threatened action or claim ipeesof which indemnification or
contribution may be sought hereunder (whether dthmindemnified party is an actual or potentiattp to such action or claim) unless such
settlement, compromise or judgment (i) includesiaconditional release of the indemnified party fraliliability arising out of such action
claim and (ii) does not include a statement ag tancadmission of fault, culpability or a failuedct, by or on behalf of any indemnified

party.

(d) If the indemnification provided for in this S&m 8 is unavailable to or insufficient to holdridess an indemnified party under subsection
(a) or (b) above in respect of any losses, cladamages or liabilities (or actions in respect thfreeferred to therein, then each indemnify
party shall contribute to the amount paid or pagdty such indemnified party as a result of suchdssclaims, damages or liabilities (or
actions in respect thereof) in such proportiorsaapipropriate to reflect the relative benefits ineed by the Company on the one hand and the
Underwriters on the other from the offering of ®ecurities. If, however, the allocation providedthy immediately preceding sentence is not
permitted by applicable law or if the indemnifiearty failed to give the notice required
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under subsection (c) above, then each indemnifyarty shall contribute to such amount paid or psyal such indemnified party in such
proportion as is appropriate to reflect not onlgtstelative benefits but also the relative faulthef Company on the one hand and the
Underwriters on the other in connection with thetesnents or omissions which resulted in such los$aisns, damages or liabilities (or
actions in respect thereof), as well as any othlevant equitable considerations. The relative fitsneceived by the Company on the one
hand and the Underwriters on the other shall benéédo be in the same proportion as the total reetgeds from the offering (before
deducting expenses) received by the Company behe timtal underwriting discounts and commissi@ateived by the Underwriters, in each
case as set forth in the table on the cover pagigedProspectus. The relative fault shall be detexchby reference to, among other things,
whether the untrue or alleged untrue statementoéirial fact or the omission or alleged omissmatate a material fact relates to
information supplied by the Company on the one hamitie Underwriters on the other and the pantedative intent, knowledge, access to
information and opportunity to correct or prevemtts statement or omission. The Company and the tdmiders agree that it would not be
just and equitable if contribution pursuant to thibsectior

(d) were determined by PRO RATA allocation (evethd Underwriters were treated as one entity fohqaurpose) or by any other methoc
allocation which does not take account of the edplét considerations referred to above in this sttimse(d). The amount paid or payable by
an indemnified party as a result of the lossesmsiadamages or liabilities (or actions in respketeof) referred to above in this subsection
(d) shall be deemed to include any legal or otltpeases reasonably incurred by such indemnifiety ;)aconnection with investigating or
defending any such action or claim. Notwithstandhmg provisions of this subsection (d), no Undevrshall be required to contribute any
amount in excess of the amount by which the tatakpat which the Securities underwritten by it alistributed to the public were offered to
the public exceeds the amount of any damages velich Underwriter has otherwise been required tabgagason of such untrue or alleged
untrue statement or omission or alleged omissianp&tson guilty of fraudulent misrepresentatiortifimi the meaning of Section 11(f) of the
Act) shall be entitled to contribution from any gen who was not guilty of such fraudulent misrepn¢ation. The Underwriters' obligation:
this subsection (d) to contribute are several apprtion to their respective underwriting obligaitsoand not joint.

(e) The obligations of the Company under this $ec8 shall be in addition to any liability whicheti@ompany may otherwise have and shall
extend, upon the same terms and conditions, to garson, if any, who controls any Underwriter wittthe meaning of the Act; and the
obligations of the Underwriters under this Sec8oshall be in addition to any liability which thespective Underwriters may otherwise have
and shall extend, upon the same terms and conslitioreach officer and director of the Company tanelach person, if any, who controls the
Company within the meaning of the Act.
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9 (a) If any Underwriter shall default in its oldiipn to purchase the Securities which it has agte@urchase hereunder at a Time of
Delivery, you may in your discretion arrange fouyar another party or other parties to purchash Sacurities on the terms contained he

If within thirty-six hours after such default byyabinderwriter you do not arrange for the purchassuch Securities, then the Company shall
be entitled to a further period of thirty-six howvghin which to procure another party or othertjgar satisfactory to you to purchase such
Securities on such terms. In the event that, withérespective prescribed periods, you notifyGleenpany that you have so arranged for the
purchase of such Securities, or the Company nstfoal that it has so arranged for the purchaseadf Securities, you or the Company shall
have the right to postpone such Time of Deliveryd@eriod of not more than seven days, in ordeffect whatever changes may thereby be
made necessary in the Registration Statement d?ritepectus, or in any other documents or arrangesn@nd the Company agrees to file
promptly any amendments to the Registration Statemrethe Prospectus which in your opinion may ¢ébgrbe made necessary. The term
"Underwriter" as used in this Agreement shall idglany person substituted under this Section Withdffect as if such person had origine
been a party to this Agreement with respect to Setturities.

(b) If, after giving effect to any arrangementstioe purchase of the Securities of a defaultingeswdter or Underwriters by you and the
Company as provided in subsection (a) above, tgeeggte principal amount of such Securities whahains unpurchased does not exceed
one-eleventh of the aggregate principal amountl @fie Securities to be purchased at such TimeaivBry, then the Company shall have the
right to require each non-defaulting Underwriteptochase the principal amount of Securities wiieth Underwriter agreed to purchase
hereunder at such Time of Delivery and, in addjttorrequire each non-defaulting Underwriter toghase its pro rata share (based on the
principal amount of Securities which such Undererriigreed to purchase hereunder) of the Secuitimsch defaulting Underwriter or
Underwriters for which such arrangements have aehlmade; but nothing herein shall relieve a défmuUnderwriter from liability for its
default.

(c) If, after giving effect to any arrangements tioe purchase of the Securities of a defaultingddwdter or Underwriters by you and the
Company as provided in subsection (a) above, thesgate principal amount of such Securities whahains unpurchased exceeds one-
eleventh of the aggregate principal amount of flhe Securities to be purchased at such Time tit’®&wg, or if the Company shall not
exercise the right described in subsection (b) aliowequire non-defaulting Underwriters to pureh8gcurities of a defaulting Underwriter
or Underwriters, then this Agreement (or, with i®so the Second Time of Delivery, the obligatiofithe Underwriters to purchase and of
the Company to sell the Optional Securities) stiaieupon terminate, without liability on the paftany non-defaulting Underwriter or the
Company, except for the expenses to be borne bgthepany and the Underwriters as provided in Sedibereof and the indemnity and
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contribution agreements in Section 8 hereof; btiing herein shall relieve a defaulting Underwriram liability for its default.

10 The respective indemnities, agreements, repiegsams, warranties and other statements of thegammand the several Underwriters, as
set forth in this Agreement or made by or on bebithem, respectively, pursuant to this Agreemsinall remain in full force and effect,
regardless of any investigation (or any statemenib ahe results thereof) made by or on behalhgflanderwriter or any controlling person
any Underwriter, or the Company, or any officedector or controlling person of the Company, ahdll survive delivery of and payment
for the Securities.

11 If this Agreement shall be terminated pursuar@ection 9 hereof, the Company shall not thennokeuany liability to any Underwriter
except as provided in Sections 6 and 8 hereof;iffat; any other reason, any Securities are ntiveleed by or on behalf of the Company as
provided herein, the Company will reimburse the émditers through you for all out-of-pocket expengpproved in writing by you,
including fees and disbursements of counsel, reddgincurred by the Underwriters in making prepiarss for the purchase, sale and
delivery of the Securities, but the Company shahtbe under no further liability to any Underwrigxcept in respect of the Securities as
provided in Sections 6 and 8 hereof.

12 In all dealings hereunder, you shall act on efigach of the Underwriters, and the partiesteshall be entitled to act and rely upon
statement, request, notice or agreement on behaifyoUnderwriter made or given by you.

All statements, requests, notices and agreemerasitder shall be in writing, and if to the Undeters shall be delivered or sent by mail,
telex or facsimile transmission to you as the repn¢atives at 32 Old Slip, 21st Floor, New YorkywNeéork 10005, Attention: Registration
Department; and if to the Company shall be delidenesent by mail, telex or facsimile transmisdiothe address of the Company set fori
the Registration Statement, Attention: Secretargyided, however, that any notice to an Underwiiteérsuant to Section 8(c) hereof shall be
delivered or sent by mail, telex or facsimile tnassion to such Underwriter at its address sehforits Underwriters' Questionnaire, or telex
constituting such Questionnaire, which addresshelsupplied to the Company by you upon request.sdich statements, requests, notice
agreements shall take effect upon receipt thereof.

13 This Agreement shall be binding upon, and irmalely to the benefit of, the Underwriters, the @amy and, to the extent provided in
Sections 8 and 10 hereof, the officers and direatbthe Company and each person who controls ¢imep@ny or any Underwriter, and their
respective heirs, executors, administrators, ssocesind assigns, and no other person shall acguir@ve any right under or by virtue of t
Agreement. No purchaser of any of the Securitiesifany Underwriter shall be deemed a successasigraby reason merely of such
purchase.
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14 Time shall be of the essence of this Agreemfentised herein, the term "business day" shall naegrday when the Commission's office
in Washington, D.C. is open for business.

15 THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUEIN ACCORDANCE WITH THE LAWS OF THE STATE OF
NEW YORK WITHOUT GIVING EFFECT TO ANY CHOICE OF LAWPROVISIONS THEREOF

16 This Agreement may be executed by any one oe mithe parties hereto in any number of countéspaach of which shall be deemed to
be an original, but all such counterparts shalétbgr constitute one and the same instrument.

If the foregoing is in accordance with your undamnsting, please sign and return to us four counterpa@reof, and upon the acceptance he
by you, on behalf of each of the Underwriters, tatter and such acceptance hereof shall consttbiading agreement among each of the
Underwriters and the Company. It is understood ybat acceptance of this letter on behalf of eddh@® Underwriters is pursuant to the
authority set forth in a form of Agreement amongderwriters, the form of which shall be submittedie Company for examination upon
request, but without warranty on your part as tahthority of the signers thereof.

Very truly yours,
ADVANCED ENERGY INDUSTRIES, INC.
By:
Name:
Title:

Accepted as of the date hereof:

GOLDMAN, SACHS & CO.

By:
Name:
Title:
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Reconciliation and tie between Trust Indenture @ct939 (the "Trust Indenture Act") and this Indewet dated as of

Trust Indenture Action Section In denture Section
Section 310(a)(1) 6.7

(2)(2) 6.7

(b) 6.7,6.8
Section 311(a) 6.13

(b) 6.13
Section 312(a) 7.4

(b) 7.5

(c) 7.1
Section 313(a) 7.2

(b) 7.2

(c) 16,7.2

(d) 7.2
Section 314(a) 7.3

(a)(4) 10.7

(©)(1) 1.2

©)(2) 1.2

©)(@3) 13.3

(e) 1.2
Section 315(a) 6.2

(b) 6.1

(c) 6.2

(d) 6.2

(e) 5.15
Section 316(a) (last sentence) 1.1 ("Outstanding™)

(a)(1)(A) 5.2,5.12

(a)(1)(B) 5.13

(b) 5.8

(c) 1.4
Section 317(a)(1) 5.3

@)(2) 5.4

(b) 10.3
Section 318(a) 1.14

(c) 1.14

NOTE: This reconciliation and tie shall not, forygourpose, be deemed to be a part of this Indenfdtention should also be directed
Section 318(c) of the Trust Indenture Act, whicbh\pdes that the provisions of Sections 310 to aetliding 317 of the Trust Indenture Act
are a part of and govern every qualified indentwteether or not physically contained there
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This Indenture (this "Indenture") is dated as of _, 1999, by and between Advanced Eneudjystries, Inc., a Delaware corporat
(the "Company"), having its principal office at B53harp Point Drive, Fort Collins, Colorado 8052bd State Street Bank and Trust
Company of California, N.A., a national banking@sation, as Trustee hereunder (the "Trustee")ingais Corporate Trust Office (as
defined below) at 633 West 5th Street, 12th Flbog Angeles, California 90071.

RECITALS

The Company deems it necessary and advisableue &series of debt securities designated as]#eonvertible Subordinated Notes due
2006 (the "Securities") evidencing its unsecurdbsdinated indebtedness, and has duly authorizzdxbcution and delivery of this
Indenture to provide for the issuance of the Séesi

This Indenture is subject to the provisions of Thest Indenture Act of 1939, as amended, that eesngtd to be incorporated into this
Indenture and shall, to the extent applicable,deegned by such provisions.

All things necessary to make the Securities, whateted by the Company and authenticated and detivgereunder and duly issued by the
Company, the valid obligation of the Company, andibke this Indenture a valid agreement of the Gompin accordance with their and its
terms, have been done.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

For and in consideration of the premises and thelase of the Securities by the Holders theredd, mutually covenanted and agreed, for
equal and proportionate benefit of all Holdershaf Securities, as follows:

ARTICLE |
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICA TION
SECTION I.1 Definitions.
For all purposes of this Indenture, except as otiserexpressly provided or unless the context atlserrequires:
(1) the terms defined in this Article have the nmergs assigned to them in this Article, and incltide plural as well as the singular;
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(2) all other terms used herein which are defimethé Trust Indenture Act, either directly or bference therein, have the meanings assigned
to them therein;

(3) all accounting terms not otherwise defined mehave the meanings assigned to them in accordaiticéSAAP;

(4) the words "herein," "hereof" and "hereunderd ather words of similar import refer to this Indere as a whole and not to any particular
Article, Section or other subdivision;

"Act," when used with respect to any Holder, hasrtreaning specified in Section 1.4.

"Affiliate" of any specified Person means any otRerson directly or indirectly controlling or cooited by or under direct or indirect
common control with such specified Person. Forptingoses of this definition, "control" when usedhariespect to any specified Person
means the power to direct the management and @elafisuch Person, directly or indirectly, whetteough the ownership of voting
securities, by contract or otherwise; and the teéwoatrolling” and "controlled" have meanings ctative to the foregoing.

"Aggregate Cash Distribution Amount" has the megrspecified in
Section 14.4(5).

"Authenticating Agent" means any Person authortzethe Trustee pursuant to Section 6.11 to actatralb of the Trustee to authenticate
Securities.

"Authorized Newspaper" means a newspaper, primtélda English language or in an official languafthe place of publication, customarily
published on each day that is a Business Day ipltue of publication, whether or not publisheddays that are not Business Days in the
place of publication, and of general circulatioreach place in connection with which the term isdugr in the financial community of each
such place. Whenever successive publications gréresl to be made in Authorized Newspapers, theessgive publications may be made in
the same or in different Authorized Newspaperhedame city meeting the foregoing requirementsirmedch case on any day that is a
Business Day in the place of publication.

"Board of Directors" means the board of directdrthe Company or any committee of that board dultharized to act hereunder, as the case
may be.

"Board Resolution" means a copy of a resolutiothefCompany, certified by the Secretary or an AastsSecretary of the Company to have
been duly adopted by the Board of Directors arfaktin full force and effect on the date of suchtifieation, which is delivered to the
Trustee.

"Business Day" when used with respect to any Réd&myment, Place of Conversion or any other locatéferred to in this Indenture or in
the Securities, means any day, other than a Satugdeday or other day on which banking institusiamthat Place of Payment, Place of
Conversion or location are authorized or obligdtgdaw, regulation or executive order to close.
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"Capital Stock" means with respect to any Persop,aad all shares, interests, participations oeio#guivalents (however designated,
whether voting or non-voting) in equity of such $tar, whether now outstanding or issued after tlosi@d Date, including, without
limitation, all common stock and preferred stock.

"Change in Control" has the meaning specified icti6a 12.4.
"Closing Price Per Share" has the meaning spedifi&kction 12.4.

"Commission" means the United States Securitiessatitange Commission, as from time to time constitucreated under the Exchange
Act, or, if at any time after execution of this #rdure such Commission is not existing and perfogntihe duties now assigned to it under the
Trust Indenture Act, then the body performing sdaties on such date.

"Common Stock" means the Common Stock, par value00per share, of the Company authorized at tteeafethis instrument as originally
executed. Subject to the provisions of Section IL4shares issuable on conversion or repurchaseairfies shall include only shares of
Common Stock or shares of any class or classesnafnon stock resulting from any reclassificatiomemlassifications thereof; provided,
however, that if at any time there shall be moenthne such resulting class, the shares so issoaldenversion of Securities shall include
shares of all such classes, and the shares ofseabhclass then so issuable shall be substantiaifye proportion which the total number of
shares of such class resulting from all such reiflaations bears to the total number of shareslafuch classes resulting from all such
reclassifications.

"Company" means the Person named as the "Companlyé ifirst paragraph of this Indenture until acessor Company shall have become
such pursuant to the applicable provisions of limienture, and thereafter "Company" shall mean suckessor Company.

"Company Notice" has the meaning specified in $ecti2.3.

"Company Request" and "Company Order" mean, reisppdgta written request or order signed in the aavhand on behalf of the Company
by its Chairman of the Board, its President or eeVRresident, and by its Chief Financial Offices,Tireasurer, an Assistant Treasurer, its
Secretary or an Assistant Secretary of the Compamy which is delivered to the Trustee.

"Constituent Person" has the meaning specifiecertiGn 14.11.

"Conversion Agent" means any Person authorizedh®yCoompany to convert Securities in accordance Aviticle XIV. The Company has
initially appointed the Trustee as its ConversiageAt pursuant to Section 10.2 hereof.

3



"Conversion Price" shall equal $1,000 divided by @onversion Rate (rounded to the nearest cent).
"Conversion Rate" has the meaning specified iniGedi4.1.

"Corporate Trust Office” means the corporate taifite of the Trustee at which, at any particulard, the trust created by this Indenture s
be administered, which office at the date heretddated at 633 West 5th Street, 12th Floor, Logéas, California 90071, attention:
Corporate Trust Department (Advanced Energy Ingasstinc.), except that for purposes of Sectior2 Hid all other references to a
Corporate Trust Office in the Borough of Manhatt@ity of New York, such term shall mean the offaeagency of the Trustee in the
Borough of Manhattan, the City of New York, whictiice at the date hereof is located at State SBaek and Trust Company, N.A., 61
Broadway, New York, New York 10006, attention: Cangite Trust Department (Advanced Energy Industties)

"Corporation” includes corporations, limited liatyilcompanies, partnerships, joint stock comparasspciations, companies and busines:
real estate investment trusts.

"Debt" of the Company or any Subsidiary means adglitedness of the Company or any Subsidiary, whethnot contingent, in respect of

(i) borrowed money or evidenced by bonds, notelsedrires or similar instruments, (ii) indebtedressured by any mortgage, pledge, lien,
charge, encumbrance or any security interest agisth property owned by the Company or any Subsid{ai) letters of credit or amounts
representing the balance deferred and unpaid gfuhghase price of any property except any sucinigal that constitutes an accrued expense
or trade payable or (iv) any lease of propertyh®y@ompany or any Subsidiary as lessee whichlisctefl on the Company's consolidated
balance sheet as a capitalized lease in accoradattt SAAP, in the case of items of indebtednesseaur{i) through (iii) above to the extent

that any such items (other than letters of credityld appear as a liability on the Company's cddatéd balance sheet in accordance with
GAAP, and also includes, to the extent not othesngluded, any obligation by the Company or angssiiary to be liable for, or to pay, as
obligor, guarantor or otherwise (other than forgmses of collection in the ordinary course of besg), indebtedness of another person (other
than the Company or any Subsidiary) and all rengveadtensions, refundings, deferrals, restructgriagrhendments and modifications of any
such indebtedness, obligation or guarantee (itgoemtlerstood that "Debt" shall be deemed to berirdby the Company and its Subsidia

on a consolidated basis whenever the Company si8lltsidiaries on a consolidated basis shall graaseime, guarantee or otherwise
become liable in respect thereof); Debt of a Subsibf the Company existing prior to the time éclame a Subsidiary of the Company shall
be deemed to be incurred upon such Subsidiarytsnieg a Subsidiary of the Company; and Debt of @&teexisting prior to a merger or
consolidation of such Person with the Company grSuwbsidiary of the Company in which such Persdhéssuccessor of the Company or
such Subsidiary shall be deemed to be incurred thimoonsummation of such merger or consolidapooyided, however, that the term
"Debt" shall not include any indebtedness thatleen the subject of an "in substance" defeasarmecmrdance with GAAP.
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"Defaulted Interest" has the meaning specifieddnt®n 3.7.

"Designated Senior Debt" means the Company's didigmunder that certain Loan and Security Agredrdated December 8, 1997, as now
in effect and as the same may be amended fromttinime, by and among the Company as Borrowerc@illValley Bank, as Servicing

Agent and a Bank, and Bank of Hawaii, as a Bankh@apitalized terms being understood to have thanings ascribed thereto in the Credit
Agreement), and any particular Senior Debt in whighinstrument creating or evidencing the sanmé@®assumption or guarantee thereof (or
related agreements or documents to which the Coynigamparty) expressly provides that such indei¢ed shall be "Designated Senior
Debt" for purposes of the Indenture (provided thath instrument, agreement or other document naegimitations and conditions on the
right of such Senior Debt to exercise the right®esignated Senior Debt), in each case, includitygaanendments, replacements,
supplements or other modifications thereto, or@fiypancings or extensions thereof, in whole gpant.

"DTC" means The Depository Trust Company for salas it shall be a clearing agency registered utigeExchange Act, or such successor
as the Company shall designate from time to timemniiOfficers' Certificate delivered to the Trustee.

"Dollar" or "$" means a dollar or other equival@mnit in such coin or currency of the United StateAmerica as at the time shall be legal
tender for the payment of public and private debts.

"Event of Default" has the meaning specified inti®ec5.1.
"Excess Amount" has the meaning specified in Sectib4(5).

"Exchange Act" means the Securities Exchange A&B8# and any successor statute thereto, in eaehasaamended from time to time, and
the rules and regulations of the Commission theteun

"Expiration Time" has the meaning specified in 8sti4.4(6).

"GAAP" means generally accepted accounting priesipas in effect from time to time, as used inUhéed States applied on a consistent
basis; provided that, solely for purposes of arlgutation required or permitted hereunder, "GAAR&l mean generally accepted accounting
principles as used in the United States on the luatteof, applied on a consistent basis.

"Global Security" means a Security that is regesdan the Security Register in the name of DTC nowminee thereof or a substitute
depositary or a nominee of such substitute depgsita



"Government Obligations" means securities which(gréirect obligations of the United States of Amga, for the payment of which its full
faith and credit is pledged or (ii) obligationsaoPerson controlled or supervised by and actirapasgency or instrumentality of the United
States of America, the payment of which is uncoeonilly guaranteed as a full faith and credit oflign by the United States of America,
which, in either case, are not callable or rededenatthe option of the issuer thereof, and sHatl amclude a depository receipt issued by a
bank or trust company as custodian with respeahyosuch Government Obligation or a specific paymoémterest on or principal of any
such Government Obligation held by such custodiauthfe account of the holder of a depository rec@ipvided that (except as required by
law) such custodian is not authorized to make agudtion from the amount payable to the holdeuchsdepository receipt from any amo
received by the custodian in respect of the Govemir®bligation or the specific payment of inter@stor principal of the Government
Obligation evidenced by such depository receipt.

"Holder" means the Person in whose name such $gcuregistered in the Security Register.

"Indenture” means this instrument as originallyeied or as it may from time to time be suppleméiwieamended by one or more
indentures supplemental hereto entered into putsadhe applicable provisions hereof, includingy, &ll purposes of this instrument and any
supplemental indenture, the provisions of the Thudénture Act that are deemed to be a part ofgavérn this instrument and any such
supplemental indenture, respectively.

"Interest Payment Date" means the Stated Matufignanstallment of interest on the Securities.

"Maturity" when used with respect to any Securnitgans the date on which the principal of (and puemif any, on) such Security or an
installment of principal or premium becomes due paghable as therein or herein provided, whethéreaBtated Maturity or by declaration of
acceleration, notice of redemption or repurchasgynchase or otherwise, and includes the Redempaba.

"Notes" has the meaning specified in Section 2.1.
"Notice of Default" has the meaning specified irctBm 5.1.

"Officers' Certificate" means a certificate signgdthe Chairman of the Board of Directors, the €kieecutive Officer, the President, the
Chief Financial Officer of the Company or an Ex@geitVice President and by the Treasurer, an AsdiSteeasurer, the Secretary or an
Assistant Secretary of the Company, and which liseled to the Trustee.

"Opinion of Counsel" means a written opinion of neel, who may be counsel for the Company and whb Bh acceptable to the Trustee.
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"Outstanding” when used with respect to Securiti@sans, as of the date of determination, all Seesriheretofore authenticated and
delivered under this Indenture, except:

(i) Securities theretofore canceled by the Trustethe Security Registrar or delivered to the Teasir Security Registrar for cancellation;

(i) Securities for whose payment, redemption @urehase money in the necessary amount has beetofioee deposited with the Trustee or
any Paying Agent (other than the Company) in toustet aside and segregated in trust by the Comf{iiatime Company shall act as its own
Paying Agent) for the Holders of such Securitigsyfued that, if such Securities are to be redeemetice of such redemption has been duly
given pursuant to this Indenture or provision tfareatisfactory to the Trustee has been made; and

(iii) Securities which have been paid pursuanteot®n 3.6 or in exchange for or in lieu of whidher Securities have been authenticated anc
delivered pursuant to this Indenture, other thansarch Securities in respect of which there shealehbeen presented to the Trustee proof
satisfactory to it that such Securities are held ppna fide purchaser in whose hands such Sesusite valid obligations of the Company;

provided, however, that in determining whetherktodders of the requisite principal amount of thet€Panding Securities have given any
request, demand, authorization, direction, notoasent or waiver hereunder, and for the purposeatding the calculations required by Tr
Indenture Act Section 313, Securities owned byGbepany or any other obligor upon the Securitiearyr Affiliate of the Company or of
such other obligor shall be disregarded and deametb be Outstanding, except that, in determimvhgther the Trustee shall be protected in
making such determination or calculation or in irdyupon any such request, demand, authorizatioggttbn, notice, consent or waiver, only
Securities which a Responsible Officer of the Teasactually knows to be so owned shall be so disdegl. Securities so owned which have
been pledged in good faith may be regarded as &histg if the pledgee establishes to the satisfiaaf the Trustee the pledgee’s right so to
act with respect to such Securities and that tedgge is not the Company or any other obligor uperSecurities or any Affiliate of the
Company or of such other obligor.

"Paying Agent" means any Person authorized by trafany to pay the principal of (and premium, if payinterest on any Securities on
behalf of the Company.

"Payment Blockage Notice" has the meaning specifi€gection 13.3.

"Person" means any individual, corporation, paghgr, limited liability company, joint venture, assation, joint-stock company, trust,
unincorporated organization, real estate investrirest or government or any agency or politicaldivision thereof or other entity of any
kind.

"Place of Conversion" has the meaning specifiegdaation 3.1.



"Place of Payment" means the place or places vitherprincipal of (and premium, if any) and interestthe Securities are payable as
specified as contemplated by Sections 3.1 and 8uéh term shall include the Company if it shatlaits own Paying Agent.

"Predecessor Security" of any particular Securigans every previous Security evidencing all orrdigro of the same debt as that evidenced
by such particular Security; and, for the purpasfasis definition, any Security authenticated alativered under Section 3.6 in exchange for
or in lieu of a mutilated, destroyed, lost or stofecurity shall be deemed to evidence the sameadaehe mutilated, destroyed, lost or stolen
Security.

"Purchased Shares" has the meaning specified tio8eat.4(6).
"Purchasers" has the meaning specified in Sectio®. 1
"Record Date" means any Regular Record Date oni@pgeecord Date.

"Redemption Date" when used with respect to anyi®gdo be redeemed, in whole or in part, meaesdéte fixed for such redemption by
pursuant to this Indenture.

"Redemption Price" when used with respect to arguBty to be redeemed, means the price at whiishtd be redeemed pursuant to this
Indenture.

"Regular Record Date" for the interest payable ronlaterest Payment Date on the Securities meanddte specified for that purpose as
contemplated by Section 3.1, whether or not a Rassibay.

"Representative” means the (a) indenture truste¢her trustee, agent or representative for anyos&rebt or (b) with respect to any Senior
Debt that does not have any such trustee, ageasher representative, (i) in the case of such Sddédt issued pursuant to an agreement
providing for voting arrangements as among the drsldr owners of such Senior Debt, any holder aresvef such Senior Debt acting with
the consent of the required persons necessarytbsbich holders or owners of such Senior Debt @nich the case of all other such Senior
Debt, the holder or owner of such Senior Debt.

"Repurchase Date" when used with respect to anyrgto be repurchased at the option of the Hqldeans the date fixed for such
repurchase specified in Section 12.1.

"Repurchase Price" when used with respect to anyrg to be repurchased at the option of the Hgldeans the price at which it is to be
repurchased specified in Section 12.1.

"Responsible Officer" when used with respect toThestee, means any officer in the Corporate T@ffite of the Trustee or any other offi
of the Trustee customarily performing functions iamto those performed by any of the above ded&phafficers and also means,
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with respect to a particular corporate trust matay other officer to whom such matter is refeftredause of such officer's knowledge and
familiarity with the particular subject.

"RF Power" means RF Power Products, Inc., a Neseyearorporation, or any other subsidiary of the @any who is the successor in intel
to the assets of RF Power Products, Inc.

"Secured Debt" means, without duplication, Debt thaecured by a mortgage, trust deed, deed sif tleed to secure Debt, security
agreement, pledge, conditional sale or otherrittention agreement, capitalized lease, or otkerdgreement granting or conveying security
title to or a security interest in real propertyother tangible assets.

"Securities Act" means the Securities Act of 1988 any successor statute thereto, in each caseaslad from time to time, and the rules
and regulations of the Commission thereunder.

"Security" has the meaning stated in the firsttedaf this Indenture and, more particularly, meang Security or Securities authenticated
delivered under this Indenture.

"Security Register" and "Security Registrar" have tespective meanings specified in Section 3.5.

"Senior Debt" means the principal of (and premiifrany) and interest (including all interest acagisubsequent to the commencement of
any bankruptcy or similar proceeding, whether dranolaim for post-petition interest is allowabkaclaim in such proceeding) on, and all
fees and other amounts payable in connection thithfollowing, whether absolute or contingent sedusr unsecured, due or to become due,
whether outstanding at the date of execution af lthdlenture or thereafter incurred, created orrasslu (a) indebtedness of the Company
evidenced by a credit or loan agreement, note, baelgenture or other written obligation,

(b) all obligations of the Company for money borealy(c) all obligations of the Company evidencedmpote or similar instrument given in
connection with the acquisition of any businespesperties or assets of any kind, (d) obligatiohthe Company (i) as lessee under leases
required to be capitalized on the balance shegteolessee under GAAP and (ii) as lessee under lgthses for facilities, capital equipment or
related assets, whether or not capitalized, enietedr leased for financing purposes,

(e) all obligations of the Company under interest and currency swaps, caps, floors, collars, dadgeements, forward contracts or similar
agreements or arrangements, (f) all obligationth@fCompany with respect to letters of credit, lemskacceptances and similar facilities
(including reimbursement obligations with respecthte foregoing), (g) all obligations of the Compassued or assumed as the deferred
purchase price of property or services (but exdgdiade accounts payable and accrued liabilities),

(h) all obligations of the type referred to in cdas (a) through (g) above of another Person, the@at of which, in either case, the Company
has assumed or guaranteed, or for which the Comigargponsible or liable, directly or indirectjgintly or severally, as obligor, guarantor
or otherwise, or which is secured by a lien onpglaperty of the Company, and
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(i) renewals, extensions, modifications, replaceimeestatements and refundings of, or any indeleeslor obligation issued in exchange for,
any such indebtedness or obligation describedainses (a) through (h) of this paragraph; provitledsever, that Senior Debt shall not
include the Securities or any such indebtednesblagation if the terms of such indebtedness oigattion (or the terms of the instrument
under which, or pursuant to which it is issued)resply provide that such indebtedness or obligasiamot superior in right of payment to the
Securities.

"Significant Subsidiary" means any Subsidiary whieh "significant subsidiary” (as defined in Aléid, Rule 1-02 of Regulation S-X,
promulgated under the Securities Act) of the Congpan

"Special Record Date" for the payment of any Deéaiinterest on the Securities means a date fiyetidTrustee pursuant to Section 3.7.

"Stated Maturity" when used with respect to anyuBi&g or any installment of principal thereof, priemm thereon or interest thereon, means
the date specified in such Security as the fixed da which the principal of such Security or sirdtallment of principal, premium or inter
is due and payable.

"Subsidiary" means (a) a corporation at least aritgjof the outstanding voting stock of which ismed, directly or indirectly, by the
Company or by one or more other Subsidiaries ofabepany or (b) a Person (other than a corporatiomhich the Company or one or
more other Subsidiaries, directly or indirectlysta least a majority equity ownership. For theppses of this definition, "voting stock"
means stock having voting power for the electiodiodctors, or persons performing similar functionkether at all times or only so long as
no senior class of stock has such voting poweehgan of any contingency.

"Third Party Expiration Time" has the meaning sfiediin Section 14.4(8).
"Third Party Purchased Shares" has the meaningfiguein Section 14.4(8).

"Trading Day" means (i) if the Common Stock is gaebon the Nasdaqg National Market or any other systeautomated dissemination of
guotations of securities prices, days on whichesatiay be effected through such system, (i) ifGbenmon Stock is listed or admitted for
trading on any national or regional securities exaje, days on which such national or regional séesiexchange is open for business, or
(iii) if the Common Stock is not listed on a natber regional securities exchange or quoted orNdmdaq National Market or any other
system of automated dissemination of quotatioreotigties prices, days on which the Common Stotkaded regular way in the over-the-
counter market and for which a closing bid andosiolg asked price for the Common Stock are avalabl

"Triggering Event" has the meaning specified intBecl4.4(9).
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"Trust Indenture Act" means the Trust Indenture #fct939, and the rules and regulations thereuradein force at the date as of which this
Indenture was executed, provided, however, thdtérevent the Trust Indenture Act of 1939 is amdrafter such date, "Trust Indenture Act"
means, to the extent required by any such amendhentrust Indenture Act of 1939, and the rules mgulations thereunder, as so
amended.

"Trustee" means the Person named as the "Trustdb& ifirst paragraph of this Indenture until acessor Trustee shall have become such
pursuant to the applicable provisions of this Irtdes and thereafter "Trustee" shall mean or ineledch Person who is then a Trustee
hereunder.

"United States" means the United States of Amdiitduding the states and the District of Columbits) territories, its possessions and other
areas subject to its jurisdiction.

SECTION I.2 Compliance Certificates and Opinions.

Upon any application or request by the Companyé¢oTtrustee to take any action under any provisfahis Indenture, the Company shall
furnish to the Trustee an Officers' Certificatdarm and substance satisfactory to the Trusteagtitat all conditions precedent, if any,
provided for in this Indenture relating to the ppepd action have been complied with and an Opioid@ounsel in form and substance
satisfactory to the Trustee stating that in thenmm of such counsel all such conditions precedéatyy, have been complied with, except
in the case of any such application or request aghich the furnishing of such documents is spealily required by any provision of this
Indenture relating to such particular applicatiomemjuest, no additional certificate or opinion chée furnished.

Every certificate or opinion with respect to comapice with a condition or covenant provided forhis indenture (including certificates
delivered pursuant to Section 10.9) shall include:

(1) a statement that each individual signing swetifeccate or opinion has read such condition orez@ant and the definitions herein relating
thereto;

(2) a brief statement as to the nature and scoffeeafxamination or investigation upon which tfeeshents or opinions contained in such
certificate or opinion are based;

(3) a statement that, in the opinion of each sadividual, he or she has made such examinationvastigation as is necessary to enable the
individual to express an informed opinion as to thike or not such condition or covenant has beerptiethwith; and

(4) a statement as to whether, in the opinion oheauch individual, such condition or covenant lxesn complied with.
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SECTION 1.3 Form of Documents Delivered to Trustee.

In any case where several matters are required teetiified by, or covered by an opinion of, angafied Person, it is not necessary that all
such matters be certified by, or covered by thaiopiof, only one such Person, or that they beestified or covered by only one document,
but one such Person may certify or give an opiai®to some matters and one or more other suchrdeasdo other matters, and any such
Person may certify or give an opinion as to sucltersin one or several documents.

Any certificate or opinion of an officer of the Cpany may be based, insofar as it relates to leg#tiens, upon an Opinion of Counsel, or a
certificate or representations by counsel, unlash sfficer knows, or in the exercise of reasonable should know, that the Opinion of
Counsel, certificate or representations with resfiethe matters upon which his or her certificat®pinion is based are erroneous. Any such
Opinion of Counsel, certificate or representatiores/ be based, insofar as it relates to factualarsgttipon a certificate or opinion of, or
representations by, an officer or officers of tt@mrany stating that the information as to suchuaamnatters is in the possession of the
Company, unless such counsel or officer knowsn ¢hé exercise of reasonable care should knowthleatertificate, opinion or
representations as to such matters are erroneous.

Where any Person is required to make, give or agdeio or more applications, requests, consentsficates, statements, opinions or other
instruments under this Indenture, they may, butimex, be consolidated and form one instrument.

SECTION I.4 Acts of Holders; Record Dates.

(a) Any request, demand, authorization, directimtice, consent, waiver or other action providedHhiy Indenture to be given or taken by
Holders of the Outstanding Securities, may be endobitt and evidenced by (1) one or more instrumehsuibstantially similar tenor signed
by such Holders in person or by agents duly appdint writing or (2) the record of Holders of Satias voting in favor thereof, either in
person or by proxies duly appointed in writingaay meeting of Holders of Securities duly called aeld in accordance with the provisions
of Article XV. Except as herein otherwise expregalgvided, such action shall become effective wigeh instrument or instruments or
record are delivered to the Trustee and, wheeehiereby expressly required, to the Company. Swsthuiment or instruments and records |
the action embodied therein and evidenced therafgyherein sometimes referred to as the "Act” efHblders signing such instrument or
instruments or so voting at such meeting. Pro@xafcution of any such instrument or of a writing@ipting any such agent, or of the hold
by any Person of a Security, shall be sufficientafioy purpose of this Indenture and (subject to

Section 6.14) conclusive in favor of the Trusted e Company and any agent of the Trustee or tmep@ny, if made in the manner
provided in this Section. The record of any meetihglolders of Securities shall be proved in thenmex provided in Section 15.6.
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(b) The fact and date of the execution by any Read@ny such instrument or writing may be provgdhe affidavit of a witness of such
execution or by a certificate of a notary publimtimer officer authorized by law to take acknowleggts of deeds, certifying that the
individual signing such instrument or writing ackviedged to him the execution thereof. Where su@tetion is by a signer acting in a
capacity other than his or her individual capaatych certificate or affidavit shall also consttsufficient proof of his or her authority. The
fact and date of the execution of any such instntroewriting, or the authority of the Person ex@my the same, may also be proved in any
other reasonable manner which the Trustee deerfisisnf.

(c) The ownership of Securities shall be provedhgySecurity Register.

(d) If the Company shall solicit from the HolderfsSecurities any request, demand, authorizatiaection, notice, consent, waiver or other
Act, the Company may, at its option, in or pursuardan Officer's Certificate, fix in advance a netdate for the determination of Holders
entitled to give such request, demand, authorizatioection, notice, consent, waiver or other Attt the Company shall have no obligation
to do so. Notwithstanding the Trust Indenture A#ction 316(c), such record date shall be the dedate specified in or pursuant to such
Board Resolution, which shall be a date not eattian the date 30 days prior to the first soligtabf Holders generally in connection
therewith and not later than the date such sdiioitas completed. If such a record date is fix@ae;h request, demand, authorization, direc
notice, consent, waiver or other Act may be givefole or after such record date, but only the Hsldé record at the close of business on
such record date shall be deemed to be Holdethdgpurposes of determining whether Holders ofd¢uglisite proportion of Outstanding
Securities have authorized or agreed or conseatseddh request, demand, authorization, directiotice, consent, waiver or other Act, and
for that purpose the Outstanding Securities stetidmputed as of such record date.

(e) Any request, demand, authorization, directimiice, consent, waiver or other Act of the HoldBany Security shall bind every future
Holder of the same Security and the Holder of exBargurity issued upon the registration of tranfereof or in exchange therefor or in lieu
thereof in respect of anything done, omitted ofesefl to be done by the Trustee, any Security Ragisainy Paying Agent, any
Authenticating Agent or the Company in reliancer¢lo®, whether or not notation of such action is enaon such Security.

SECTION 1.5 Notices, etc., to Trustee and Company.

Any request, demand, authorization, direction,sgtconsent, waiver or Act of Holders or other doent provided or permitted by this
Indenture to be made upon, given or furnishedttdijed with,

(1) the Trustee by any Holder or by the Companyl sleasufficient for every purpose hereunder if magiven, furnished or filed in writing to
or with the Trustee at its Corporate Trust Office,
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(2) the Company by the Trustee or by any Holdell &igasufficient for every purpose hereunder (usletherwise herein expressly provided)
if in writing and mailed, first class postage prieh#o the Company addressed to it at the addrieiss jrincipal office specified in the first
paragraph of this Indenture or at any other addvessgously furnished in writing to the Trusteethg Company.

SECTION 1.6 Notice to Holders; Waiver.

Where this Indenture provides for notice of anyrewte Holders of Securities by the Company or thestee, such notice shall be sufficiently
given (unless otherwise herein expressly providfed)writing and mailed, first-class postage priehd@o each such Holder affected by such
event, at such Holder's address as it appearg iB¢hurity Register, not later than the latest,datd not earlier than the earliest date,
prescribed for the giving of such notice. In angeawhere notice to Holders of Securities is givemiail, neither the failure to mail such
notice, nor any defect in any notice so mailedntg particular Holder shall affect the sufficierafysuch notice with respect to other Holders
of Securities. Any notice mailed to a Holder in thanner herein prescribed shall be deemed to hes given when such notice is mailed.

If by reason of the suspension of regular mailiserer by reason of any other cause it shall beaticable to give such notice by mail, then
such notification to Holders of Securities as shalmade with the approval of the Trustee shalstitute a sufficient notification to such
Holders for every purpose hereunder.

Where this Indenture provides for notice in any ne&nsuch notice may be waived in writing by thesBe entitled to receive such notice,
either before or after the event, and such waikiell §e the equivalent of such notice. Waiversatfae by Holders shall be filed with the
Trustee, but such filing shall not be a conditioagedent to the validity of any action taken inarete upon such waiver.

SECTION 1.7 Effect of Headings and Table of Congent

The Article and Section headings herein and thdelTabContents are for convenience only and shatliaffect the construction hereof.
SECTION 1.8 Successors and Assigns.

All covenants and agreements in this IndenturenbyGompany shall be binding on their successorsaasigns, whether so expressed or not.
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SECTION 1.9 Separability Clause.

In case any provision in this Indenture or in aeg@Bity shall be invalid, illegal or unenforcealtlee validity, legality and enforceability of
the remaining provisions shall not in any way Heted or impaired thereby.

SECTION 1.10 Benefits of Indenture.

Nothing in this Indenture or in the Securities, g3 or implied, shall give to any Person, othantthe Parties hereto, any Security Regis
any Paying Agent, any Authenticating Agent andrtkatcessors hereunder and the Holders any benefity legal or equitable right, reme
or claim under this Indenture.

SECTION I.11 No Personal Liability.

No recourse under or upon any obligation, covenaafjreement contained in this Indenture, in arguBty or because of any indebtedn
evidenced thereby, shall be had against any incatpQ as such, or against any past, present arefgtockholder, officer or director, as such,
of the Company or of any successor, either diremtithrough the Company or any successor, underwdeyf law, statute or constitutional
provision or by the enforcement of any assessmey any legal or equitable proceeding or othernadlesuch liability being expressly
waived and released by the acceptance of the $Siesury the Holders thereof and as part of the idenation for the issue of the Securities.

SECTION 1.12 Governing Law.

This Indenture and the Securities shall be govehyeahd construed in accordance with the intelaatlof the State of New York, without
regard to the principles of conflict of law.

SECTION 1.13 Legal Holidays.

In any case where any Interest Payment Date, ReasecDate, Redemption Date, Stated Maturity or Ntgtaf any Security shall not be a
Business Day at any Place of Payment or Place n¥€&sion, then (notwithstanding any other provisiéthis Indenture or any Security
other than a provision in the Securities which #jdly states that such provision shall applyli@u hereof), payment of interest or principal
(and premium, if any) need not be made at sucteRl&aPayment or Place of Conversion on such datanhy be made on the next
succeeding Business Day at such Place of Paymétaoe of Conversion with the same force and etieét made on the Interest Payment
Date, Repurchase Date or Redemption Date, or &tdted Maturity or Maturity, provided that no irdst shall accrue on the amount so
payable for the period from and after such InteRestment Date, Repurchase Date, Redemption DatiedIVaturity or Maturity, as the case
may be, so long as payment is made on such suoceBdsiness Day.
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SECTION 1.14 Conflict with Trust Indenture Act.

If any provision hereof limits, qualifies or corfls with a provision of the Trust Indenture Actttlaarequired under the Trust Indenture Act to
be a part of and govern this Indenture, the Igttevision shall control. If any provision of thisdenture modifies or excludes any provisiol
the Trust Indenture Act that may be so modifieéxaluded, the latter provision shall be deemedmyeato this Indenture as so modified ol
be excluded, as the case may be.

SECTION 1.15 Counterparts.

This Indenture may be executed in any number ofteparts, each of which so executed shall be déeémkee an original, but all such
counterparts shall together constitute but onetheadame instrument.

ARTICLE Il
SECURITIES FORM
SECTION II.1 Designation of Securities; Form Getfligra

Pursuant to the terms hereof, the Company heredates a series of its debt securities designatdted§ [% Convertible Subordinated Notes
due 2006" (the "Notes"), which Notes shall be detiBecurities” for all purposes hereunder.

The Securities shall be in substantially the foanferth in this Article, with such appropriate é@msons, omissions, substitutions and other
variations as are required or permitted by thiefrtdre, and may have such letters, numbers or pthsts of identification and such legends
or endorsements placed thereon as may be requoihiply with the rules of any securities excharige,Internal Revenue Code of 1986, as
amended, and regulations thereunder (the "Codegs may, consistent herewith, be determined bpffigers executing such Securities, as
evidenced by their execution thereof. All Secusitshall be in fully registered form, without coupon

The Trustee's certificates of authentication shalin substantially the form set forth in Sectio8.2

Conversion notices shall be substantially in thenfget forth in
Section 2.4.

Repurchase notices shall be substantially in tha &et forth in
Section 2.5.

Assignments shall be substantially in the formfegh in Section 2.6.
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The Securities shall be printed, lithographed, iyitten or engraved or produced by any combinatibthese methods or may be produced in
any other manner permitted by the rules of anyraated quotation system or securities exchangeu@itg on steel engraved borders if so
required by any securities exchange upon whiclstmurities may be listed) on which the Securitiey tme quoted or listed, as the case may
be, all as determined by the officers executindisbecurities, as evidenced by their execution tfere

SECTION II.2 Form of Security.
[FORM OF NOTE FACE]
[THE FOLLOWING LEGEND SHALL APPEAR ON THE FACE OF E  ACH GLOBAL SECURITY:

THIS NOTE IS A GLOBAL SECURITY WITHIN THE MEANING @& THE INDENTURE HEREINAFTER REFERRED TO AND IS
REGISTERED IN THE NAME OF THE DEPOSITARY OR A NOMBE OF THE DEPOSITARY, WHICH MAY BE TREATED BY THE
COMPANY, THE TRUSTEE AND ANY AGENT THEREOF AS OWNERND HOLDER OF THIS NOTE FOR ALL PURPOSES.

UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORED REPRESENTATIVE OF THE DEPOSITORY TRUST
COMPANY, A NEW YORK CORPORATION ("DTC"), TO THE CORANY OR ITS AGENT FOR REGISTRATION OF TRANSFER,
EXCHANGE OR PAYMENT, AND ANY CERTIFICATE ISSUED IREGISTERED IN THE NAME OF CEDE & CO. OR IN SUCH
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESEATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE
& CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY AANUTHORIZED REPRESENTATIVE OF DTC), ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BR TO ANY PERSON IS WRONGFUL INASMUCH AS THE
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTERESEREIN.

UNLESS AND UNTIL IT IS EXCHANGED IN WHOLE OR IN PAR FOR NOTES IN DEFINITIVE REGISTERED FORM IN THE
LIMITED CIRCUMSTANCES REFERRED TO IN THE INDENTURHEHIS GLOBAL SECURITY MAY NOT BE TRANSFERRED
EXCEPT AS A WHOLE BY THE DEPOSITARY TO A NOMINEE OFHE DEPOSITARY OR BY A NOMINEE OF THE DEPOSITAR
TO THE DEPOSITARY OR ANOTHER NOMINEE OF THE DEPO&RY OR BY THE DEPOSITARY OR ANY SUCH NOMINEE TO
A SUCCESSOR DEPOSITARY OR A NOMINEE OF SUCH SUCCESSDEPOSITARY ]
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ADVANCED ENERGY INDUSTRIES, INC.
[ 1% CONVERTIBLE SUBORDINATED NOTE
DUE 2006

No. $

CUSIP NO.
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ADVANCED ENERGY INDUSTRIES, INC., a corporation gubrganized and existing under the laws of theeStdDelaware (herein call¢
the "Company", which term includes any successosdPeunder the Indenture referred to on the revieeseof), for value received, hereby
promises to pay to , theipehsum of United States Dollars ($__ ) [if this Security is a Global
Security, then insert - (which principal amount nfieym time to time be increased or decreased th stheer principal amounts (which, taken
together with the principal amounts of all othent€@anding Notes, shall not exceed [ ] in the agateat any time) by adjustments made on
the records of the Trustee hereinafter referrad &xcordance with the Indenture)] on [ ], 2006 émgay interest thereon, from [ ], 1999, or
from the most recent Interest Payment Date (asmeefbelow) to which interest has been paid or gubwided for, semannually in arrears ¢
[1and []in each year (each, an "Interest Paynbete"), commencing [ ], 2000, at the rate of [f#& annum, until the principal hereof is
due, and at the rate of [ 1% per annum on any amepincipal and premium, if any, and, to the ekprmitted by law, on any overdue
interest. The interest so payable, and punctualigt pr duly provided for, on any Interest PaymeateDwill, as provided in the Indenture, be
paid to the Person in whose name this Note (oroomeore Predecessor Securities) is registereceatltise of business on the Regular Record
Date for such interest, which shall be the

[]1or [ J(whether or not a Business Day), as theeemay be, next preceding such Interest Paymeat Bgcept as otherwise provided in the
Indenture, any such interest not so punctually paiduly provided for will forthwith cease to beyadle to the Holder on such Regular
Record Date and may either be paid to the Persasm@se name this Note (or one or more PredecessuriBes) is registered at the close of
business on a Special Record Date for the paynientoh Defaulted Interest to be fixed by the Comypaotice whereof shall be given to
Holders of Notes not less than 10 days prior toc3pecial Record Date, or be paid at any time inahgr lawful manner not inconsistent w
the requirements of any automated quotation systesecurities exchange on which the Notes may lbéeguor listed, and upon such notice
as may be required by such exchange, all as mbyepfwvided in the Indenture. Payments of printiglaall be made upon the surrender of
this Note at the Corporate Trust Office of the Tees or at such other office or agency of the Camg@s may be designated by the Company
for such purpose, in the Borough of Manhattan, Thg of New York, in such coin or currency of thaitéd States of America as at the time
of payment shall be legal tender for the paymemtutflic and private debts, by Dollar check drawnamtransfer to, a Dollar account.
Payments of interest on this Note may be made BabDaheck, drawn on a Dollar account, mailed t® élddress of the Person entitled the
as such address shall appear in the Security Regist upon written application by the Holderhe Security Registrar setting forth wire
instructions not later than the relevant RecordceDlay transfer to a Dollar account; provided howetheat transfers to Dollar accounts will be
made only to Holders of an aggregate principal amotiNotes in excess of $2,000,000.

Except as specifically provided herein and in th@ehture, the Company shall not be required to naakepayment with respect to any tax,
assessment or other governmental charge imposadybgovernment or any political subdivision or taxauthority thereof or therein.
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Reference is hereby made to the further provisidribis Note set forth on the reverse hereof, wiiicther provisions shall for all purposes
have the same effect as if set forth at this place.

Unless the certificate of authentication hereondeen executed by the Trustee referred to on therse hereof or an Authenticating Agent
the manual signature of one of their respectivae@iged signatories, this Note shall not be etiteany benefit under the Indenture or be
valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Company has caused thie Mobe duly executed and delivered under its qatpceal.
Advance Energy Industries, Inc.

[Corporate Seal]

By:
Name:
Title:
Attest:
Name:
Title:

(Trustee's Certificate of Authentication)
This is one of the [ ]% Convertible Subordinatedé@géodue 2006 referred to in the within-mentionetkehture.

STATE STREET BANK AND
TRUST COMPANY OF CALIFORNIA, N.A.,
as Trustee

By:
Authorized Signatory
[FORM OF REVERSE]

This Note is one of a duly authorized issue of gées of the Company designated as its "[ 1% Cotible Subordinated Notes due
2006" (herein called the "Notes"), limited in aggaée principal amount to $[ ], issued and to beddsunder an Indenture, dated as of
[ 1, 1999 (herein called the "Indenture"), betwélem Company and
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State Street Bank and Trust Company of CaliforNid\,., as Trustee (herein called the "Trustee", Wharm includes any successor trustee
under the Indenture), to which Indenture and alkimtures supplemental thereto reference is herelolerfor a statement of the respective
rights, limitations of rights, duties and immungithereunder of the Company, the Trustee, the fotfeSenior Debt and the Holders of the
Notes and of the terms upon which the Notes aaa@ to be, authenticated and delivered. As pealid the Indenture and subject to cer
limitations therein set forth, Notes are exchangge#dr a like aggregate principal amount of Notéamy authorized denominations as
requested by the Holder surrendering the same sipwander of the Note or Notes to be exchangeatieaCorporate Trust Office of the
Trustee. The Trustee upon such surrender by theédrdalill issue the new Notes in the requested dématons.

No sinking fund is provided for the Not¢

The Notes are subject to redemption at the optidheoCompany at any time on or after [ ], 2002wimole or in part, upon not less than 30
nor more than 60 days' notice to the Holders pgddhe Redemption Date at the following RedempHoices (expressed as percentages of the
principal amount) for the twelve-month period betimg on [ ] of the following years:

YEAR REDEMPTION PRICE
2002 1%

2003 [1%

2004 [1%

2005 [1%

2006 [1%

and thereafter at a Redemption Price equal to 1600%e principal amount, together, in each cas#) accrued and unpaid interest to the
Redemption Date; provided, however, that intenestailments on Notes whose Stated Maturity is opriar to such Redemption Date will be
payable to the Holders of such Notes, or one oerfsedecessor Securities, of record at the clobasifhess on the relevant Record Dates
referred to on the face hereof, all as provideth@indenture.

In the event of a redemption of the Notes, the Caamgpwill not be required (a) to register the trangr exchange of Notes for a period of 15
days immediately preceding the date notice is gidentifying the serial numbers of the Notes cafl@dsuch redemption or (b) to register the
transfer or exchange of any Note, or portion thirealled for redemption.
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In any case where the due date for the paymemegbtincipal of, premium, if any, or interest oryatote or the last day on which a Holde

a Note has a right to convert such Note shall bang Place of Payment or Place of Conversion@asdlse may be, a day on which banking
institutions at such Place of Payment or Placeafversion are authorized or obligated by law, ratjoh or executive order to close, then
payment of principal, premium, if any, interestdetivery for conversion of such Note need not belenan or by such date at such place but
may be made on or by the next succeeding day atace which is not a day on which banking intititus are authorized or obligated by
law, regulation or executive order to close, with same force and effect as if made on the datsufdr payment or the date fixed for
redemption or repurchase, or by such last daydoversion, and no interest shall accrue on the atspayable for the period after such
date.

Subject to and upon compliance with the provisioihthe Indenture, the Holder of this Note is eatitlat such Holder's option, at any time
following the original issue date of the Notes amdor before the close of business on the Busibagammediately preceding [ ], 2006, or in
case this Note or a portion hereof is called foleraption or the Holder hereof has exercised higoright to require the Company to
repurchase this Note or such portion hereof, theespect of this Note until but (unless the Comnypdafaults in making the payment due
upon redemption or repurchase, as the case mayobajter, the close of business on Business Dayddiately preceding the Redemption
Date or the Repurchase Date, as the case may tepvert this Note (or any portion of the principatount hereof that is an integral multiple
of $1,000, provided that the unconverted portioswafh principal amount is $1,000 or any integraltiple of $1,000 in excess thereof) into
fully paid and nonassessable shares of Common $fdtie Company at an initial Conversion Rate p$liares of Common Stock for each
$1,000 principal amount of Notes (or at the curefjusted Conversion Rate if an adjustment has treste as provided in the Indenture,
including pursuant to Section 14.4(2)) by surrerafahis Note, duly endorsed or assigned to the @ or in blank and, in case such
surrender shall be made during the period frontlbge of business on any Regular Record Date mexeging any Interest Payment Date to
the opening of business on such Interest Paymetet [@acept if this Note or portion thereof has beaihed for redemption on a Redemption
Date or is repurchasable on a Repurchase Dateharmbhversion rights of this Note, or such portisereof, would terminate during the
period between such Regular Record Date and tise cibbusiness on such Interest Payment Date)aatsmmpanied by payment in New
York Clearing House or other funds acceptable éoGbmpany of an amount equal to the interest payabkuch Interest Payment Date on
the principal amount of this Note then being cotegrand also the conversion notice hereon dulgugre, to the Company at the Corporate
Trust Office of the Trustee, or at such other @ffix agency of the Company, subject to any lawsgulations applicable thereto and subject
to the right of the Company to terminate the apo@nt of any Conversion Agent (as defined belownay be designated by it for such
purpose, in the Borough of Manhattan, The City ef\Ny ork, or at such other offices or agencies asxGbmpany may designate (each a
"Conversion Agent"), provided, however, that ifstiNote or portion hereof has been called for redempn a Redemption Date or is
repurchasable on a Repurchase Date and the camveigts of this Note, or such portion
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thereof, would terminate during the period betwsech Regular Record Date and the close of busoressich Interest Payment Date, then
the Holder of this Note on such Regular Record Dallebe entitled to receive the interest accruiregeon from the Interest Payment Date
next preceding the date of such conversion to sucheeding Interest Payment Date and the HoldiisNote who converts this Note or a
portion hereof during such period shall not be neglito pay such interest upon surrender of thieNar conversion. Subject to the
provisions of the preceding sentence and, in tke cha conversion after the close of businessieiRegular Record Date next preceding any
Interest Payment Date and on or before the clobaigihess on such Interest Payment Date, to theafghe Holder of this Note (or any
Predecessor Security of record as of such Reg@eoifd Date) to receive the related installmenhtdrest to the extent and under the
circumstances provided in the Indenture, no cagmpat or adjustment is to be made on conversiointerest accrued hereon from the
Interest Payment Date next preceding the day ofersion, or for dividends on the Common Stock idsoe conversion hereof. The
Company shall thereafter deliver to the Holderfthed number of shares of Common Stock (togethén amy cash adjustment, as provide
the Indenture) into which this Note is convertibled such delivery will be deemed to satisfy the @any's obligation to pay the principal
amount of this Note. No fractions of shares orsoepresenting fractions of shares will be issuedanversion, but instead of any fractional
interest (calculated to the nearest 1/100th ofaaegithe Company shall pay a cash adjustment asdpibin the Indenture. The Conversion
Rate is subject to adjustment as provided in tderture. In addition, the Indenture provides thatdse of certain consolidations or mergers
to which the Company is a party (other than a clisstion or merger that does not result in anyassification, conversion, exchange or
cancellation of the Common Stock) or the conveyatieasfer, sale or lease of all or substantidllpfthe property and assets of the
Company, the Indenture shall be amended, withaut@msent of any Holders of Notes, so that thieNibthen Outstanding, will be
convertible thereafter, during the period this Nsttall be convertible as specified above, only thiokind and amount of securities, cash and
other property receivable upon such consolidatieerger, conveyance, transfer, sale or lease bydehof the number of shares of Common
Stock of the Company into which this Note couldéaeen converted immediately prior to such conatbd, merger, conveyance, transfer,
sale or lease (assuming such holder of Common $$aust a Constituent Person or an Affiliate of an€tituent Person, failed to exercise any
rights of election and received per share the kimd amount received per share by a plurality of-Hl@cting Shares and further assuming, if
such consolidation, merger, conveyance, transéég, ar lease occurs prior to the original issue @éthe Notes, that the Note was convert

at the time of such occurrence at the Converside Raecified above as adjusted from the issueafatech Note to such time as provided in
the Indenture). No adjustment in the ConversioreRall be made until such adjustment would reqaineincrease or decrease of at least one
percent of such price, provided that any adjustrtteattwould otherwise be made, but for the appbcadf the foregoing, will be carried
forward and taken into account in the computatibany subsequent adjustment.

If a Change in Control occurs, the Holder of thistédy at the Holder's option, shall have the righgccordance with the provisions of the
Indenture, to require the Company to repurchaseNbte (or any portion of the principal amount loéteat is equal to $1,000 or an
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integral multiple of $1,000 in excess thereof)dash at a Repurchase Price equal to 100% of theipal amount thereof plus interest acci

to the Repurchase Date. At the option of the Compilre Repurchase Price may be paid in cash ofeduio the conditions provided in the
Indenture, by delivery of shares of Common Stockiritaa fair market value equal to the RepurchassePFor purposes of this paragraph,
the fair market value of shares of Common Stock sleadetermined by the Company and shall be eigua$% of the average of the Closing
Prices Per Share for the five consecutive TradiagsDmmediately preceding and including the thirdding Day prior to the Repurchase
Date. Whenever in this Note there is a referentany context, to the principal of any Note asmf ime, such reference shall be deemed to
include reference to the Repurchase Price payablespect of such Note to the extent that such Répse Price is, was or would be so
payable at such time, and express mention of tipeiRbase Price in any provision of this Note shatlbe construed as excluding the
Repurchase Price so payable in those provisiotii®©Note when such express mention is not made/jged, however, that, for the purposes
of the second succeeding paragraph, such refestratiebe deemed to include reference to the RepsecRrice only to the extent the
Repurchase Price is payable in cash.

[The following paragraph shall appear in each Gl@=urity:

In the event of a deposit or withdrawal of an iaiin this Note, including an exchange, transtatemption, repurchase or conversion of this
Note in part only, the Trustee, as custodian ofdkpositary, shall make an adjustment on its rectodeflect such deposit or withdrawal
accordance with the rules and procedures of Thegipy Trust Company applicable to, and as inctfé the time of, such transaction.]

[The following paragraph shall appear in each Nbé is not a Global Security:

In the event of redemption, repurchase or conversfdhis Note in part only, a new Note or Notestfte unredeemed, unrepurchased or
unconverted portion hereof will be issued in thenaaf the Holder hereof.]

The indebtedness evidenced by this Note is, t@ttent and in the manner provided in the Indentsubprdinate and subject in right of
payment to the prior payment in full in cash of&dinior Debt of the Company, and this Note is idsubject to such provisions of the
Indenture with respect thereto. Each Holder of Maige, by accepting the same, (a) agrees to arldoghbound by such provisions, (b)
authorizes and directs the Trustee on such HoldeHalf to take such action as may be necessaymopriate to effectuate the subordina
so provided and (c) appoints the Trustee such Hesld#&orney-in-fact for any and all such purposes.

If an Event of Default shall occur and be contimgithe principal of all the Notes, together witltraed interest to the date of declaration,
be declared due and payable in the manner andhgthffect provided in the Indenture. Upon paym@rdf the amount of principal so
declared due and payable, together with accruedeisit to the date of declaration,

24



and (ii) of interest on any overdue principal atodthe extent permitted by applicable law, overiterest, all of the Company's obligations in
respect of the payment of the principal of andregeon the Notes shall terminate.

The Indenture permits, with certain exceptionshasdin provided, the amendment thereof and the fination of the rights and obligations
the Company and the rights of the Holders of théesloinder the Indenture at any time by the Compadythe Trustee with either (a) the
written consent of the Holders of not less thanagomity in aggregate principal amount of the Outdgiag Notes, or (b) by the adoption of a
resolution, at a meeting of Holders of the OutsttagmdNotes at which a quorum is present, by the Eidaf at least 66-2/3% in aggregate
principal amount of the Outstanding Notes represttand entitled to vote at such meeting. The Inderdlso contains provisions permitting
the Holders of specified percentages in principabant of the Outstanding Notes, on behalf of thédels of all the Notes, to waive
compliance by the Company with certain provisiohthe Indenture and certain past defaults undefrttienture and their consequences. Any
such consent or waiver by the Holder of this Ndiglisoe conclusive and binding upon such Holder gmah all future Holders of this Note
and of any Note issued in exchange therefor deintiereof whether or not notation of such consemtaiver is made upon this Note or such
other Note.

As provided in and subject to the provisions ofltidenture, the Holder of this Note shall not hthesright to institute any proceeding with
respect to the Indenture or for the appointmert adceiver or trustee or for any other remedy tiveder, unless such Holder shall have
previously given the Trustee written notice of atirmuing Event of Default, the Holders of not I#san 25% in principal amount of the
Outstanding Notes shall have made written requetiet Trustee to institute proceedings in respestich Event of Default as Trustee and
offered the Trustee reasonable indemnity and thist&e shall not have received from the Holdersragority in principal amount of the
Outstanding Notes a direction inconsistent withhsiemjuest, and shall have failed to institute arghsproceeding, for 60 days after receipt of
such notice, request and offer of indemnity. Thredoing shall not apply to any suit instituted bg Holder of this Note for the enforcement
of any payment of principal hereof, premiums if aoyinterest hereon on or after the respectivedies expressed herein or for the
enforcement of the right to convert this Note asvfated in the Indenture.

No reference herein to the Indenture and no prowisf this Note or of the Indenture shall altefropair the obligation of the Compar
which is absolute and unconditional, to pay thagpal of, premium, if any, and interest on thist&at the times, places and rate, and in the
coin or currency, herein prescribed or to convaig Note as provided in the Indenture.

As provided in the Indenture and subject to ceffiaiitations therein set forth, the transfer ofsthote is registrable on the Security Register
upon surrender of this Note for registration ofigier at the Corporate Trust Office of the Trusieat such other office or agency of the
Company as may be designated by it for such punpae Borough of Manhattan, The City of New Yd¢which shall initially be an office

or agency of the Trustee), or at such other offareagencies as the Company may designate, dulyresd by, or
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accompanied by a written instrument of transfdomm satisfactory to the Company and the Securédgi&rar duly executed by, the Holder
thereof or such Holder's attorney duly authorizedsiiting, and thereupon one or more new Notegubiorized denominations and for the
same aggregate principal amount, will be issudtaalesignated transferee or transferees by th&i§eRegistrar. No service charge shall
made for any such registration of transfer or ergeabut the Company may require payment of a aufficient to recover any tax or other
governmental charge payable in connection therewith

Prior to due presentation of this Note for registraof transfer, the Company, the Trustee andaagent of the Company or the Trustee may
treat the Person in whose name Note is registasethe owner thereof for all purposes, whetherbisach Note be overdue, and neither the
Company, the Trustee nor any such agent shallfbetafl by notice to the contrary.

No recourse for the payment of the principal (arehpum, if any) or interest on this Note and noorgse under or upon any obligatic
covenant or agreement of the Company in the Inderuany indenture supplemental thereto or inNdote, or because of the creation of any
indebtedness represented thereby, shall be hadsagaiy incorporator, stockholder, officer or dicecas such, past, present or future, of the
Company or of any successor corporation, eithectiy or through the Company or any successor catipm, whether by virtue of any rule

of law, statute or constitutional provision or Imetenforcement of any assessment or by any legajuwtable proceeding or otherwise, all
such liability being expressly waived and releassthe acceptance hereof and as part of considerfatr the issue hereof.

THE INDENTURE AND THIS NOTE SHALL BE GOVERNED BY ARB CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF NEW YORK, UNITED STATES OF AMERICA WITHOUREGARD TO THE PRINCIPLES OF CONFLICT OF LAW.

All terms used in this Note which are defined ie thdenture shall have the meanings assigned o itné¢he Indenture.
ABBREVIATIONS

The following abbreviations, when used in the ifng@wn of the face of this Note, shall be constrasdhough they were written out in full
according to applicable laws or regulations:

TEN COM - as tenants in co mmon
TEN ENT - as tenants by th e entireties (Cust)
JT TEN - as joint tenants with right of
survivorship and not as tenants in
common
UNIF GIFT MIN ACT - Custo dian
(Minor)
under Uniform Gi fts to Minors Act
(State)
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Additional abbreviations may also be used thougtimthe above list.

SECTION 11.3 Form of Trustee's Certificate of Autiieation.

Subject to Section 6.11, the Trustee's certificdteuthentication shall be in substantially thédaing form:

This is one of the [ __ 1% Convertible Subordinatixtes due 2006 referred to in the within-mentiohetenture.

Dated:

State Street Bank and Trust Company
of California, N.A., as Trustee

By:
Authorized Signatory

SECTION I1.4 Form of Election of Holder to RequRRepurchase.
(1 Pursuant to Article XII of the Indenture, thedensigned hereby elects to have this Note repuechlag the Company.
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(2 The undersigned hereby directs the Trusteeeo€thmpany to pay to the undersigned an amountsim @g at the Company's election,
Common Stock valued as set forth in the Indentegeal to 100% of the principal amount to be repaseld (as set forth below), plus interest
accrued to the Repurchase Date, as provided imtienture.

Dated:
Signature(s)

Signature(s) must be
guaranteed by an Eligible
Guarantor Institution with

membership in an approved
signature guarantee program
pursuant to Rule 17Ad-15
under the Securities
Exchange Act of 1934.

Signature Guaranteed

Principal amount to be repurchased (at least $100@MH integral multiple $1,000 in excess thereof):

Remaining principal amount following such repura@nésot less than $1,000):

NOTICE: The signature to the foregoing Election hagsrespond to the Name as written upon the fatei®Note in every particula
without alteration or any change whatsoever.

SECTION II.5 Form of Conversion Notice.
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The undersigned Holder of this Note hereby irrebbcaxercises the option to convert this Note, oy portion of the principal amount here
(which is $1,000 or an integral multiple of $1,d8G@xcess thereof, PROVIDED that the unconvertatigroof such principal amount is at
least $1,000 or any integral multiple of $1,00@xtess thereof) below designated, into shares ofm@n Stock in accordance with the terms
of the Indenture referred to in this Note, and dighat such shares, together with a check in payfor any fractional share and any Notes
representing any unconverted principal amount Hebeodelivered to and be registered in the nantbefindersigned unless a different n¢
has been indicated below. If shares of Common Stodkotes are to be registered in the name of soResther than the undersigned, (a) the
undersigned will pay all applicable transfer tagagable with respect thereto and (b) signature(stine guaranteed by an Eligible Guara
Institution with membership in an approved signatguarantee program pursuant to Rule 1718dnder the Securities Exchange Act of 1
Any amount required to be paid by the undersignedazount of interest accompanies this Note.

Dated:

Signature(s)
If shares or Notes are to be registered in the nafraePerson other than the Holder, please pricth flerson's name and address:
Name
Address

Social Security or other Identification
Number, if any

Signature Guaranteed
If only a portion of the Notes is to be convertplbase indicate:

1. Principal amount to be converted: $

2. Principal amount and denomination of Notes regméng unconverted principal amount to be issfied:

($1,000 or any integral multiple of $1,000 in exx#sereof, provided that the unconverted portiosuath principal amount is at least $1,000
or any integral multiple of $1,000 in excess théreo
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SECTION I1.6 Form of Assignment.

For value received hereby sedi§sjgn(s) and transfer(s) unto leagP insert social security or other
identifying number of assignee) the within Noted d&rereby irrevocably constitutes and appoints as attorney to
transfer the said Note on the books of the Compuaitig, full power of substitution in the premises.

Dated:
Signature(s)

Signature(s) must be
guaranteed by an Eligible
Guarantor Institution with

membership in an approved
signature guarantee program
pursuant to Rule 17Ad-15
under the Securities
Exchange Act of 1934.

SECTION I1.7 Securities Issuable in Global Form.

The Securities initially will be represented by aremore notes in registered, global form withauérest coupons, referred to as global notes.
Any such Security shall represent Outstanding Séesiand may provide that it shall represent thgregate amount of Outstanding
Securities and that the aggregate amount of OulistgrSecurities may from time to time be increasedecreased to reflect exchanges. Any
endorsement of a Security in global form to refkdet amount, or any increase or decrease in theatmof Outstanding Securities represe
thereby shall be made by the Trustee in such mamgeupon instructions given by such Person ordPeras shall be specified therein or in
the Company Order to be delivered to the Trustesyaunt to Section 3.3 or 3.4. Subject to the piomsof Section 3.3 and, if applicable,
Section 3.4, the Trustee shall deliver and redebwsy Security in permanent global form in the nemend upon instructions given by the
Person or Persons specified therein or in the egigie Company Order. If a Company Order pursuaBetdion 3.3 or 3.4 has been, or
simultaneously is, delivered, any instructions iy €Company with respect to endorsement or delisergdelivery of a Security in global

form shall be in writing but need not comply witbcEion 1.2 and need not be accompanied by an Opafi€ounsel.

The provisions of the last sentence of SectiorsBa&I| apply to any Security represented by a Sgcinriglobal form if such Security was
never issued and sold by the Company and the Congslivers to the Trustee the Security in globalfdogether with written instructions
(which need not comply with Section 1.2 and neetdbeocaccompanied by an Opinion of
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Counsel) with regard to the reduction in the ppatiamount of Securities represented thereby, hegetith the written statement
contemplated by the last sentence of Section 3.3.

Notwithstanding the provisions of Section 3.7, paytof principal of (and premium, if any) and irtst on any Security in permanent glo
form shall be made to the Person or Persons speédctierein.

ARTICLE 1lI
THE SECURITIES
SECTION 1l1.1 Title and Terms.
The aggregate principal amount of Securities whiely be authenticated and delivered under this loderis unlimited.

The Securities shall be known and designated a4 {ie Convertible Subordinated Notes due 2006thaf Company. Their Stated Maturity
shall be [ ], 2006 and they shall bear interesthair principal amount from [ ], 1999, payable seannually in arrears on [] and [ ] in each
year, commencing [ ], 2000, at the rate of [ ]% @enum until the principal thereof is due and atrdite of [ ]% per annum on any overt
principal and, to the extent permitted by law, oy averdue interest; provided, however, that paytsishall only be made on a Business Day
as provided in Section 1.13.

The principal of, premium, if any, and interesttha Securities shall be payable as provided iridira of Securities set forth in Section 2.2,
and the Repurchase Price, whether payable in gashshares of Common Stock, shall be payable et places as are identified in the
Company Notice given pursuant to Section 12.3 tyyin which any Paying Agent is located beingdiercalled a "Place of Payment").

The Securities shall be redeemable at the optidheo€Company at any time on or after [ ] 2002, hole or in part, subject to the conditions
and as otherwise provided in Article Xl and in fbem of Security set forth in Section 2.2.

The Securities shall be subject to repurchase éyttmpany at the option of the Holders as providetticle XII.
The Securities shall be subordinated in right gfnpent to Senior Debt of the Company as providefrticle XIII.

The Securities shall be convertible as providedrticle XIV (any city in which any Conversion Ageistlocated being herein called a "Place
of Conversion").

SECTION IlI1.2 Denominations.
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The Securities shall be issuable in minimum denations of $1,000 and any integral multiple thereof.
SECTION I11.3 Execution, Authentication, Delivermé Dating.

The Securities shall be executed by the Comparhesr@an of the Board, its Chief Executive Officer President or one of its Executive
Vice Presidents, and attested by its Chief Findi@ificer or its Secretary. The signature of anyttafse officers on the Securities may be
manual or facsimile signatures and may be imprioteotherwise reproduced on the Securities.

Securities bearing the manual or facsimile sigrestwf individuals who were at any time the progdécers of the Company shall bind the
Company, notwithstanding that such individualsmmy af them have ceased to hold such offices padhé authentication and delivery of
such Securities did not hold such offices at the dasuch Securities.

At any time and from time to time after the exeontand delivery of this Indenture, the Company mieljver the Securities, executed by the
Company to the Trustee for authentication, togettidr a Company Order for the authentication and/dey of such Securities, and the
Trustee in accordance with the Company Order shdifienticate and deliver such Securities.

Each Security shall be dated the date of its atitagion.

No Security shall be entitled to any benefit unttdés Indenture or be valid or obligatory for anyrpase unless there appears on such Sec

a certificate of authentication substantially ie form provided for herein duly executed by thesiee by manual signature of an authorized
signatory, and such certificate upon any Secuhgllse conclusive evidence, and the only evidetid,such Security has been duly
authenticated and delivered hereunder and is ehtitl the benefits of this Indenture. Notwithstagdihe foregoing, if any Security shall have
been authenticated and delivered hereunder but issteed and sold by the Company, and the Compaali/deliver such Security to the
Trustee for cancellation as provided in Sectiont8g®ther with a written statement (which needawwhply with Section 1.2 and need not be
accompanied by an Opinion of Counsel) stating $hah Security has never been issued and sold lydhgany, for all purposes of this
Indenture such Security shall be deemed nevenie baen authenticated and delivered hereunderhatidigver be entitled to the benefits of
this Indenture.

SECTION 1.4 Global Securities.

Any Global Security shall be exchangeable onlyrasided in this paragraph. If the depositary foy @germanent Global Security is DTC,
then, unless the terms of such Global Securityesqly permit such Global Security to be exchangemhiole or in part for definitive
Securities, a Global Security may be transfermnedyhole but not in part, only to a nominee of DBEpy a nominee of DTC to DTC, or to a
successor to DTC for such Global Security

32



selected or approved by the Company or to a nonaheach successor to DTC. If at any time DTC medithe Company that it is unwilling

or unable to continue as depositary for the apple&lobal Security or Securities or if at any tild€C ceases to be a clearing agency
registered under the Exchange Act if so requiredfglicable law or regulation, the Company shaflaipt a successor depositary with
respect to such Global Security or Securities. If

(x) a successor depositary for such Global Secaritgecurities is not appointed by the Companyiwi@® days after the Company receives
such notice or becomes aware of such unwillingrieabjlity or ineligibility,

(y) an Event of Default has occurred and is cortigwr any event which after notice or lapse ofetiar both would be an Event of Default
with respect to such Security or Securities, otlfg)Company, in its sole discretion, determineangttime that all Outstanding Securities (
not less than all) issued or issuable in the foflon@ or more Global Securities shall no longerdpgresented by such Global Security or
Securities, then the Company shall execute, andinthstee shall authenticate and deliver defini®eeurities of like rank, tenor and terms in
definitive form in an aggregate principal amounti@do the principal amount of such Global Secuitysecurities. If any beneficial owner of
an interest in a Global Security is otherwise @tito exchange such interest for Securities @& tédnor and principal amount of another
authorized form and denomination, as specifiedoasetnplated by Section 3.1 and provided that apji@able notice provided in the Global
Security shall have been given, then without unssaey delay but in any event not later than thkesadate on which such interest may b
exchanged, the Company shall execute, and the€krgstall authenticate and deliver definitive Sei@srin aggregate principal amount equal
to the principal amount of such beneficial owngrtsrest in such Global Security. On or after thdiest date on which such interests may be
so exchanged, such Global Security shall be suereddor exchange by DTC or such other depositaighall be specified in the Company
Order with respect thereto to the Trustee, as thragany's agent for such purpose; provided, howehat ho such exchanges may occur
during a period beginning at the opening of busirigsdays before selection of the Securities tkedeemed under Section 11.3 and endii
the close of business on the day of the mailingpefrelevant notice of redemption. If a Securitisgied in exchange for any portion of a
Global Security after the close of business abffiee or agency where such exchange occurs angi)Regular Record Date and before the
opening of business at such office or agency omdlevant Interest Payment Date, or

(il) any special Record Date and the opening ofrtass at such office or agency on the related megaate for payment of Defaulted
Interest, interest or Defaulted Interest, as tleeaaay be, will not be payable on such Interestrfesy Date or proposed date for payment, as
the case may be, in respect of such Security, Bub&payable on such Interest Payment Date opgsed date for payment, as the case may
be, only to the Person to whom interest in respestich portion of such Global Security is payablaccordance with the provisions of this
Indenture.

SECTION IlII.5 Registration, Registration of Transésd Exchange.

The Company shall cause to be kept at the Corpdrate Office of the Trustee or in any office oreagy of the Company in a Place of
Payment a register of the Securities (the regmgEntained in such office or in any such officeagency of the Company in a Place of
Payment being herein sometimes referred to as3bedrity Register") in which, subject to such
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reasonable regulations as it may prescribe, thep@ognshall provide for the registration of Secestand of transfers of Securities. The
Security Register shall be in written form or artlyay form capable of being converted into writtemf within a reasonable time. The Trus
at its Corporate Trust Office, is hereby initiadlppointed "Security Registrar" for the purposeegfistering Securities and transfers of
Securities on such Security Register as hereinigeedv In the event that the Trustee shall ceabe t8ecurity Registrar, it shall have the right
to examine the Security Register at all reasontibies.

Subject to the provisions of this Section 3.5, uparmrender for registration of transfer of any Syt any office or agency of the Company
in a Place of Payment, the Company shall execateftee Trustee shall authenticate and delivehéniame of the designated transferee or
transferees, one or more new Securities of anyoaiatid denominations and of a like aggregate pgoadcamount, bearing a number not
contemporaneously outstanding, and containing icirterms and provisions.

Subject to the provisions of this Section 3.5hatdption of the Holder, Securities may be exchdrigeother Securities, of any authorized
denomination or denominations and of a like aggeegéncipal amount, containing identical terms @nalvisions, upon surrender of the
Securities to be exchanged at any such office enag Whenever any such Securities are so surrethder exchange, the Company shall
execute, and the Trustee shall authenticate amvedethe Securities which the Holder making thetenge is entitled to receive.

All Securities issued upon any registration of $fan or exchange of Securities shall be the valiggations of the Company, evidencing the
same debt, and entitled to the same benefits uhdeindenture, as the Securities surrendered gpoh registration of transfer or exchange.

Every Security presented or surrendered for remistr of transfer or for exchange or redemptiorligifaso required by the Company or the
Security Registrar) be duly endorsed, or be accaiegaby a written instrument of transfer in forntisactory to the Company and the
Security Registrar, duly executed by the Holder@b&or such Holder's attorney duly authorized fiting.

No service charge shall be made for any registradfdransfer or exchange of Securities, but thex@any may require payment of a s
sufficient to cover any tax or other governmentarge that may be imposed in connection with agistetion of transfer or exchange of
Securities, other than exchanges pursuant to $ascli®, 11.8, 12.3(e), or any supplemental indemntot involving any transfer and other t
any stamp and similar duties, if any, which mayrbposed in connection with any such transfer ohaxge by the United States or any
political subdivision thereof or taxing authorityetreof or therein, which shall be paid by the Conypa

The Company, or the Trustee, as applicable, sbabe required
(i) to issue, register the transfer of or exchaage Security if such Security may be among thotected for redemption during a period
beginning at the opening of business 15 days bafesction of the
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Securities to be redeemed under Section 11.3 atidgeat the close of business on the day of thdimyadf the relevant notice of redemption,
or

(i) to register the transfer of or exchange anguBity so selected for redemption in whole or imtpaxcept, in the case of any Security to be
redeemed in part, the portion thereof not to beeetkd, or (iii) to issue, register the transfeoroéxchange any Security which has been
surrendered for repurchase at the option of th@étokexcept the portion, if any, of such Security to be so repaid.

SECTION I111.6 Mutilated, Destroyed, Lost and Stoleacurities.

If any mutilated Security is surrendered to thestee or the Company, together with, in proper ¢aseh security or indemnity as may be
required by the Company or the Trustee to save ebtttem or any agent of either of them harmldss,Gompany shall execute and the
Trustee shall authenticate and deliver in exchahge=for a new Security of the same principal amozontaining identical terms and
provisions and bearing a number not contemporamgousstanding.

If there shall be delivered to the Company andheoTrustee (i) evidence to their satisfaction efdestruction, loss or theft of any Security,
and (ii) such security or indemnity as may be regliby them to save each of them and any agerithafr ef them harmless, then, in the
absence of notice to the Company or the Trustdestich Security has been acquired by a bona fidehpser, the Company shall execute and
upon its request the Trustee shall authenticatedatider, in lieu of any such destroyed, lost alest Security, a new Security of the same
principal amount, containing identical terms andvsions and bearing a number not contemporaneausgtanding.

Notwithstanding the provisions of the previous aragraphs, in case any such mutilated, destrégsithr stolen Security has become c
about to become due and payable, the Company disitsetion may pay such Security, instead of ig$@ new Security.

Upon the issuance of any new Security under thisi@e the Company may require the payment of a sufficient to cover any tax or other
governmental charge (other than any stamp andaimhilties, if any, which may be imposed in conmectherewith by the United States or

any political subdivision thereof or taxing authgithereof or therein, which shall be paid by trm@any) that may be imposed in relation

thereto and any other expenses (including thedrdsxpenses of the Trustee) connected therewith.

Every new Security issued pursuant to this Sedtidieu of any destroyed, lost or stolen Secustyall constitute an original additional
contractual obligation of the Company, whetherairthe destroyed, lost or stolen Security shakbany time enforceable by anyone, and
shall be entitled to all the benefits of this Intlee equally and proportionately with any and #ifles Securities duly issued hereunder.
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The provisions of this Section are exclusive arallgireclude (to the extent lawful) all other rigland remedies with respect to the
replacement or payment of mutilated, destroyed,dostolen Securities.

SECTION Ill.7 Payment of Interest; Interest RigRteserved.

Interest on any Security that is payable, and iscfually paid or duly provided for, on any Inter®siyment Date shall be paid to the Person in
whose name that Security (or one or more Predec8ssuirities) is registered at the close of busimesthe Regular Record Date for such
interest at the office or agency of the Companynta@med for such purpose pursuant to Section Jdd¥ided, however, that, except as
otherwise provided below with respect to Global8ties, each installment of interest on any Segumiay at the Company's option be paid
by (i) mailing a check for such interest, payabl®t upon the written order of the Person entithexteto pursuant to Section 3.8, to the
address of such Person as it appears on the SeRedister or (ii) upon written order of the Persmtitled thereto pursuant to Section 3.8
setting forth instructions not later than the RagiRecord Date for such interest, by transfer ta@wount maintained by the payee located
inside the United States.

Every Global Security will provide that interedstany, payable on any Interest Payment Date wilbdie to DTC for the purpose of permitt
DTC to credit the interest received by it in regp#csuch Global Security to the accounts of thedfieial owners thereof and that all
payments with respect to such Global Security di@lhade by wire transfer of immediately availdhteds.

Any interest on any Security that is payable, butat punctually paid or duly provided for, on dnierest Payment Date (herein called
"Defaulted Interest") shall forthwith cease to laggble to the registered Holder thereof on thevegleRegular Record Date by virtue of
having been such Holder, and such Defaulted Intenag be paid by the Company at its election irhezase, as provided in clause (1) or (2)
below:

(1 The Company may elect to make payment of anyldefd Interest to the Persons in whose namesetariBes (or their respective
Predecessor Securities) are registered at the ofdagsiness on a special Record Date for the payofesuch Defaulted Interest, which shall
be fixed in the following manner. The Company shaliify the Trustee in writing of the amount of Bafted Interest proposed to be paid on
each Security and the date of the proposed payfwhitth shall not be less than 20 days after sutite@s received by the Trustee), and at
the same time the Company shall deposit with thustEe an amount of money equal to the aggregatararpmposed to be paid in respect of
such Defaulted Interest or shall make arrangensaiisfactory to the Trustee for such deposit opriar to the date of the proposed payment,
such money when deposited to be held in trustfebenefit of the Persons entitled to such Defdutigerest as in this clause provided.
Thereupon the Trustee shall fix a Special Recorg B the payment of such Defaulted Interest wisichll be not more than 15 days and not
less than 10 days prior to the date of the proppsgchent and not less than 10 days after the relogithe Trustee of the notice of the
proposed payment. The Trustee shall promptly notify
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the Company of such Special Record Date and, indinge and at the expense of the Company, shak cate of the proposed payment of
such Defaulted Interest and the Special Record tatefor to be mailed, first-class postage prepai@éach Holder of Securities at such
Holder's address as it appears in the SecuritysRagiot less than 10 days prior to such SpeciebReDate. If the sole registered Holder of
the Securities is not DTC, then the Trustee maitsidiscretion, in the name and at the expenskeo€Company, cause a similar notice to be
published at least once in an Authorized Newspapeach place of payment, but such publicationd slotbe a condition precedent to the
establishment of such Special Record Date. Nofi¢ckeoproposed payment of such Defaulted Intenedtthe Special Record Date therefor
having been mailed as aforesaid, such Defaulteddat shall be paid to the Persons in whose nameSdcurities (or their respective
Predecessor Securities) are registered at the ofdagsiness on such Special Record Date and shdinger be payable pursuant to the
following clause (2).

(2 The Company may make payment of any Defaulteatdst on the Securities in any other lawful mamarinconsistent with the
requirements of any automated quotation systereairrggies exchange on which such Securities mdistesl or quoted, and upon such no
as may be required by such quotation system orasgsh if, after notice given by the Company toThestee of the proposed payment
pursuant to this clause, such manner of paymefittslhdeemed practicable by the Trustee.

Subject to the foregoing provisions of this Sectmil Section 3.5, each Security delivered undsrlttdenture upon registration of transfer of
or in exchange for or in lieu of any other Secusif\all carry the rights to interest accrued andaithpand to accrue, which were carried by
such other Security.

In the case of any Security which is convertedraftyy Regular Record Date and prior to the nexteeding Interest Payment Date (other

than any Security whose Maturity is prior to suctetest Payment Date), interest whose Stated Mygiaron such Interest Payment Date <

be payable on such Interest Payment Date notwittistg such conversion, and such interest(whethapbpunctually paid or duly provided
for) shall be paid to the Person in whose nameSbatrrity (or one or more Predecessor Securisaggistered at the close of business on
such Regular Record Date.

SECTION II1.8 Persons Deemed Owners.

Prior to due presentment of a Security for regiigtreof transfer, the Company, the Trustee andaggnt of the Company or the Trustee may
treat the Person in whose name such Security isteegd as the owner of such Security for the psepuf receiving payment of principal of
(and premium, if any), and (subject to Sectionsa®\& 3.7) interest on, such Security and for &leopurposes whatsoever, whether or not
such Security be overdue, and none of the Compghaylrustee or any agent of the Company or thetéeushall be affected by notice to the
contrary.
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None of the Company, the Trustee, any Paying Agettie Security Registrar will have any respongibir liability for any aspect of th
records relating to or payments made on accoubgopéficial ownership interests of a Global Secwitjor maintaining, supervising or
reviewing any records relating to such benefici@hership interests.

Notwithstanding the foregoing, with respect to &lgbal Security, nothing herein shall (a) prevér Company, the Trustee, or any ager
the Company, or the Trustee, from giving effecany written certification or other authorizationrished by any depositary, as a Holder,
with respect to such Global Security or (b) impag between such depositary and owners of benlgfitégiests in such Global Security, the
operation of customary practices governing theaserof the rights of such depositary (or its noeginas Holder of such Global Security.

SECTION 1.9 Cancellation.

All Securities surrendered for payment, redemptiorepurchase at the option of the Holder, redisineof transfer or exchange or convers
shall, if surrendered to any Person other thaTthstee, be delivered to the Trustee, and any Sechrities and Securities surrendered
directly to the Trustee for any such purpose dbaipromptly canceled by it. The Company may attang deliver to the Trustee for
cancellation any Securities previously authentitaed delivered hereunder which the Company mag haguired in any manner
whatsoever, and may deliver to the Trustee (ontoaher Person for delivery to the Trustee) foraadlation any Securities previously
authenticated hereunder which the Company hassoéd and sold, and all Securities so deliverellilsh@romptly canceled by the Trustee.
If the Company shall so acquire any of the Se@s,thowever, such acquisition shall not operateraslemption or satisfaction of the
indebtedness represented by such Securities uamelssntil the same are surrendered to the Trusetesaficellation. No Securities shall be
authenticated in lieu of or in exchange for anyusiies canceled as provided in this Section, ekaspexpressly permitted by this Indenture.
All canceled Securities held by the Trustee shaltdiurned to the Company or disposed of by thet€euin accordance with its customary
practices as directed by a Company Order.

SECTION 111.10 Computation of Interest.

Interest on the Securities (including, without liation, any interest on overdue interest) shatdmaputed on the basis of a 360-day year
consisting of twelve 30-day months.

SECTION 111.11 CUSIP Numbers.

The Company in issuing the Securities may use C8Rbers (if then generally in use) in additiorsévial numbers, and, if so, the Trustee
shall use CUSIP numbers in addition to serial numbenotices of redemption as a convenience taétst provided that any such notice
may state that no representation is made as tootiiectness of such numbers either as printed®®&turities or as contained in any notice
of a redemption and that reliance may be placed @mlthe other identification numbers printed oa 8ecurities, and any such
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redemption shall not be affected by any defectriaroission of such numbers. The Company will prdypbtify the Trustee of any change
the CUSIP numbers.

ARTICLE IV
SATISFACTION AND DISCHARGE
SECTION IV.1 Satisfaction and Discharge of Indeatur

This Indenture shall upon Company Request cealse td further effect (except as to (i) rights ajistration of transfer and exchange, rigf
conversion and the Company's right of optional mekgon, (i) substitution of apparently mutilatetbstroyed, lost or stolen Securities,

(iii) rights of Holders to receive payment of pripal of and premium, if any, and interest (incluglivithout limitation, interest on overdue
interest) on the Securities, (iv) rights, obligasaand immunities of the Trustee under this Indent{y) rights of the Holders as beneficiaries
of this Indenture with respect to any property d#eal with the Trustee payable to all or any ofith@nd the Trustee, upon receipt of a
Company Order, and at the expense of the Compaalil,execute proper instruments acknowledging featiton and discharge of this
Indenture when,

(1) either

(A) all Securities of theretofore authenticated detivered (other than (i) Securities which haverbdestroyed, lost or stolen and which have
been replaced or paid as provided in Section 3, a

(i) Securities for whose payment money has théoetabeen deposited in trust or segregated andihétdst by the Company and thereafter
repaid to the Company or discharged from such,tassprovided in Section 10.3) have been delivesete Trustee for cancellation; or

(B) all Securities not th eretofore delivered to the
Trustee for cancellat ion
(i) have become due and payable, or
(i) will become due and payable at their Stated

Maturity within one year, or

(iii) if redeemable a t the option of the

Company, are to be called for redemption within pear under arrangements satisfactory to the Teustethe giving of notice of redemption
by the Trustee in the name, and at the expendea@ompany,

and the Company, in the case of (i), (ii) or @Hove, has irrevocably deposited or caused to pesited with the Trustee as trust funds
(immediately available to the Holders in the cakelause (a)) in trust for the purpose an amourmiish sufficient to pay and discharge the
entire indebtedness on such Securities not themetafelivered to the Trustee for cancellation, for
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principal (and premium, if any) and interest (irdihg, without limitation, interest on overdue irgst) to the date of such deposit (in the case
of Securities which have become due and payable) ive Stated Maturity or Redemption Date, acds® may be;

(2) the Company has paid or caused to be paidtarsums payable hereunder by the Company, indudvithout limitation, the payment

all fees and expenses of the Trustee, its agedts@msel; and

(3) the Company has delivered to the Trustee ait@§ Certificate and an Opinion of Counsel, estaling that all conditions precedent
herein provided for relating to the satisfactionl aischarge of this Indenture have been compliel;\aind

(4) the Trustee shall have received such otherrdeats and assurances as the Trustee shall havnadhsrequested.

Notwithstanding the satisfaction and dischargensf Indenture, the obligations of the Company ®Thustee and any predecessor Tru
under Section 6.6, the obligations of the Compargrty Authenticating Agent under Section 6.11 #@woney shall have been deposited
with and held by the Trustee pursuant to subcléByef clause (1) of this Section, the obligatiaighe Trustee under Section 4.2 and the
paragraph of

Section 10.3 shall survive such satisfaction asdhdirge.

SECTION V.2 Application of Trust Funds.

Subject to the provisions of the last paragrap8egftion 10.3, all money deposited with the Trupigmsuant to Section 4.1 shall be held in
trust and applied by it, in accordance with thevigions of the Securities and this Indenture, ®ghyment, either directly or through any
Paying Agent (including the Company acting as it ¢aying Agent) as the Trustee may determinéhgd?ersons entitled thereto, of the
principal (and premium, if any), and any interestWhose payment such money has deposited witboaived by the Trustee, but such
money need not be segregated from other funds ei@dpe extent required by law.

ARTICLE V
REMEDIES
SECTION V.1 Events of Default.

"Event of Default,” wherever used herein, meansamgy of the following events (whatever the reasrstich Event of Default and whether
or not it shall be voluntary or involuntary or bifeeted by operation of law or pursuant to any juggt, decree or order of any court or any
order, rule or regulation of any administrativegovernmental body):
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(1) default in the payment of any interest on aagu8ity when such interest becomes due and payatdiecontinuance of such default for a
period of 30 days, whether or not such paymentadhipited by the subordination provisions contaiiredrticle Xl hereof; or

(2) default in the payment of the principal of fsemium, if any, on) any Security when it becomes dnd payable at its Maturity, whethe
not such payment is prohibited by the subordinagpimvisions contained in Article XllI hereof; or

(3) default in the performance, or breach, of amyenant or warranty of the Company in this Indemil@ther than a covenant or warranty a
default in whose performance or whose breach endlsre in this Section specifically dealt with)damontinuance of such default or breach
for a period of 60 days after there has been gibgmegistered or certified mail to the Companyhy Trustee or to the Company, and the
Trustee by the Holders of at least 25% in princgrabunt of the Outstanding Securities a writtenceaspecifying such default or breach and
requiring it to be remedied and stating that sumfice is a "Notice of Default" hereunder; or

(4) (a) a default under any evidence of Debt ofGoenpany or RF Power under any mortgage, indenagreement or other instrument of the
Company or RF Power under which there may be issubg which there may be secured any Debt of the@any or by any Subsidiary,
whether such Debt now exists or shall hereaftarbated, which default shall constitute a failergpay an aggregate amount of principal,
premium or interest exceeding $10,000,000 whenashdepayable after the expiration of any applicabéee period with respect thereto and
(b) any event of default as defined in any mortgaugenture, agreement or other instrument of tbegany or RF Power evidencing Debt in
an aggregate amount of principal, premium or irsteegceeding $10,000,000 becoming or being decldwedand payable before the date on
which it would otherwise have become due and payatithout such Debt having been discharged, dn sgceleration having been annull
within 30 days after there has been given, by temgs or certified mail to the Company, by the Teasor to the Company and the Trustee by
the Holders of at least 25% in principal amounthaf Outstanding Securities, a written notice spéuif such default or breach and requirin

to be remedied and stating that such notice isai¢s of Default" hereunder; or

(5) the entry by a court having jurisdiction in temises of (a) a decree or order for relief Bpezt of the Company or RF Power in an
involuntary case or proceeding under any applicebléeral or State bankruptcy, insolvency, reorgaitim or other similar law or (b) a dec
or order adjudging the Company or RF Power a balauinsolvent, or approving as properly filededifion seeking reorganization,
arrangement, adjustment or composition of or ipeesof the Company or RF Power under any appkcbbteral or State law, or appointing
a custodian, receiver, liquidator, assignee, teystequestrator or other similar official of then@any or RF Power or of any substantial part
of the property of either, or ordering the windung or liquidation of its affairs, and the contingarof any such decree or order for relief or
any such other decree or order unstayed and intdéfea period of 60 consecutive days; or
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(6) the commencement by the Company or RF Powanaiuntary case or proceeding under any applidadteeral or State bankruptcy,
insolvency, reorganization or other similar lanobany other case or proceeding to be adjudicatehlirupt or insolvent, or the consent by
either to the entry of a decree or order for rahefespect of the Company or RF Power in an i@ty case or proceeding under any
applicable Federal or State bankruptcy, insolveregrganization or other similar law or to the coempement of any bankruptcy or
insolvency case or proceeding against either,efiing by either of a petition or answer or comisseeking reorganization or similar relief
under any applicable Federal or State law, or tmsent by either to the filing of such petitiontothe appointment of or taking possessiol

a custodian, receiver, liquidator, assignee, teysequestrator or other similar official of then@any or RF Power or of any substantial part
of the property of either, or the making by eitbéan assignment for the benefit of creditors har admission by either in writing of its
inability to pay its debts generally as they becalue, or the taking of corporate action by the Canypor RF Power in furtherance of any
such action; or

(7) failure by the Company to give a Company Noiitaccordance within Article XIl hereof, whetharret such notice is prohibited by the
subordination provisions contained in Article Xhi¢reof.

SECTION V.2 Acceleration of Maturity; Rescissiordainnulment.

If an Event of Default (other than an Event of Reéfapecified in Sections 5.1(5) or 5.1(6)) occamsl is continuing, then and in every such
case the Trustee or the Holders of not less thé&m iaJrincipal amount of the Outstanding Securitiesy declare the principal and premium
(if any) of all the Securities to be due and pagalimediately, by a notice in writing to the Compagand to the Trustee if given by the
Holders), and upon any such declaration such gah@nd premium (if any) or specified portion thafrshall become immediately due and
payable. If an Event of Default specified in Senti®.1(5) or 5.1(6) occurs, the principal of, anghpium, if any, and accrued interest on all
Securities shall, subject to the provisions of @etiXIll or the subordination provisions of any glgmental indenture, ipso facto become
immediately due and payable without any declaradioather Act of the Holders or any act on the pathe Trustee.

At any time after such a declaration of acceleratias been made and before a judgment or decrgayarent of the money due has been
obtained by the Trustee as hereinafter in thischertprovided, the Holders of a majority in prindipmount of the Outstanding Securities, by
written notice to the Company and the Trustee, mreagind and annul such declaration and its consegssf:

(1) the Company has paid or deposited with thet€rua sum sufficient to pay:
(a) all overdue interest on all Outstanding Semgiit
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(b) the principal of (and premium, if any, on) @utstanding Securities which have become due otkertivan by such declaration of
acceleration and interest thereon at the ratetes taorne by or provided for in such Securities,

(c) to the extent that payment of such interekwdul, interest upon overdue interest at the caiteates borne by or provided for in such
Securities, and

(d) all sums paid or advanced by the Trustee heleruand the reasonable compensation, expensesrghisiients and advances of the Tru:
its agents and counsel;

(2) all Events of Default, other than the nonpayhwdrthe principal of (or premium, if any, on) atérest on Securities which have become
due solely by such declaration of accelerationghzaen cured or waived as provided in Section 248;

(3) such rescission and annulment would not canflith any judgment or decree issued in appropjiadecial proceedings regarding the
payment by the Trustee to the Holders of the ansoreierred to in Section 5.2(1).

No such rescission and annulment shall affect abgequent default or Event of Default or impair agit consequent therec
SECTION V.3 Collection of Indebtedness and SuitsHoforcement by Trustee.
The Company covenants that if;

(1) default is made in the payment of any instaiitre interest on any Security when such interesbimes due and payable and such default
continues for a period of 30 days, or

(2) default is made in the payment of the princigfalor premium, if any, on) any Security at its tMidty, then the Company will, upon
demand of the Trustee, pay to the Trustee, fob#mefit of the Holders of such Securities, the whahount then due and payable on such
Securities for principal (and premium, if any) dnterest, with interest upon any overdue princ{pald premium, if any) and, to the extent
that payment of such interest shall be legally exd#able, upon any overdue installments of inteegste rate or rates borne by or providec
in such Securities, and, in addition thereto, ducther amount as shall be sufficient to coverdbsts and expenses of collection, including
the reasonable compensation, expenses, disbursear@haidvances of the Trustee, its agents and @€ouns

If the Company fails to pay such amounts forthwigion such demand, the Trustee, in its own nameasandistee of an express trust, may

institute a judicial proceeding for the collectiohthe sums so due and unpaid, and may proseccitepsaceeding to judgment or final dect

and may enforce the same against the Company yasthar obligor upon such Securities and colleetrtfoneys adjudged or decreed to be
payable in the manner provided by law out of thepprty of the Company or any other obligor uporhsBecurities, wherever situated.
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If an Event of Default occurs and is continuing frustee may in its discretion proceed to pradedtenforce its rights and the rights of the
Holders of Securities by such appropriate judipi@iceedings as the Trustee shall deem most effdotpaotect and enforce any such rights,
whether for the specific enforcement of any coveélmaragreement in this Indenture or in aid of tkereise of any power granted herein, or to
enforce any other proper remedy.

SECTION V.4 Trustee May File Proofs of Claim.

In case of the pendency of any receivership, irsady, liquidation, bankruptcy, reorganization, agament, adjustment, composition or o
judicial proceeding relative to the Company or attyer obligor upon the Securities or the propeftthe Company or of such other obligor
their creditors, the Trustee (irrespective of wieetie principal of the Securities shall then be dod payable as therein expressed or by
declaration or otherwise and irrespective of whethe Trustee shall have made any demand on the@uwyrfor the payment of overdue
principal or premium, if any, or interest) shall &titled and empowered, by intervention in suaitpeding or otherwise:

(i) to file and prove a claim for the whole amoumtsuch lesser amount as may be provided forarSecurities, of principal (and premium, if
any) and interest owing and unpaid in respect ®f3bcurities and take such other actions andaatith other papers or documents as mi
necessary or advisable in order to have the clairtise Trustee (including any claim for the reasde@ompensation, expenses,
disbursements and advances of the Trustee, itdsaged counsel) and of the Holders allowed in guditial proceeding, and

(i) to collect and receive any moneys or othememty payable or deliverable on any such claimstardistribute the same; and any
custodian, receiver, assignee, trustee, liquidatuestrator or other similar official in any sjuetiicial proceeding is hereby authorized by
each Holder of Securities to make such paymertsetdrustee and, in the event that the Trusted shiasent to the making of such payments
directly to the Holders, to pay to the Trustee ampount due to it for the reasonable compensatikpereses, disbursements and advances of
the Trustee and any predecessor Trustee, theitsaged counsel, and any other amounts due the€Erastany predecessor Trustee under
Section 6.6.

Nothing herein contained shall be deemed to authdhie Trustee to authorize or consent to or acmegdopt on behalf of any Holder o
Security any plan of reorganization, arrangemetjtisiment or composition affecting the Securitiethe rights of any Holder thereof, or to
authorize the Trustee to vote in respect of thierct# any Holder of a Security in any such procegdprovided, however, that the Trustee
may, on behalf of such Holders, vote for the etectif a trustee in bankruptcy or similar procedures

SECTION V.5 Trustee May Enforce Claims Without Reesson of Securities.
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All rights of action and claims under this Indemtar any of the Securities may be prosecuted afmtcau by the Trustee without the
possession of any of the Securities or the prodndtiereof in any proceeding relating thereto, amg such proceeding instituted by the
Trustee shall be brought in its own name as trustes express trust, and any recovery of judgreball, after provision for the payment of
the reasonable compensation, expenses, disbursear@htidvances of the Trustee, its agents and eloams any other amounts due the
Trustee under Section 6.6, be for the ratable litesfethe Holders of the Securities in respect tfah such judgment has been recovered.

SECTION V.6 Application of Money Collected.

Any money collected by the Trustee pursuant toAlniicle shall be applied in the following ordet,the date or dates fixed by the Trustee
and, in case of the distribution of such money eroant of principal (or premium, if any) or intetaspon presentation of the Securities, and
the notation thereon of the payment if only palstiabid and upon surrender thereof if fully paid:

FIRST: To the payment of all amounts due th e Trustee
under Section 6.6;

SECOND: To the payment of the amounts then d ue and unpaid

upon the Securities for principal (and premiuranif/) and interest payable, in respect of whictootte benefit of which such money has
been collected, ratably, without preference orndsiaf any kind, according to the aggregate amsuhte and payable on such Securities for
principal (and premium, if any) and interest, redpely; and

THIRD: To the payment of the remainder, if anyttie Company or any other Person or Persons entiitedto.
SECTION V.7 Limitation on Suits.

No Holder of any Security shall have any rightretitute any proceeding, judicial or otherwise hwi¢spect to this Indenture, or for 1
appointment of a receiver or trustee, or for ameotemedy hereunder, unless:

(1) such Holder has previously given written noticéhe Trustee of a continuing Event of Default;

(2) the Holders of not less than 25% in princigabaint of the Outstanding Securities shall have maitéen request to the Trustee to
institute proceedings in respect of such Eventefalt in its own name as Trustee hereunder;

(3) such Holder or Holders have offered and, iuesied, provided to the Trustee indemnity reasgnsddisfactory to the Trustee against the
costs, expenses and liabilities to be incurrecbimmliance with such request;

45



(4) the Trustee for 60 days after its receipt afhsnotice, request and offer and, if requestedptbeision of indemnity, has failed to institute
any such proceeding; and

(5) no direction inconsistent with such writtenuegt has been given to the Trustee during suchag(eriod by the Holders of a majority in
principal amount of the Outstanding Securities;

it being understood and intended that no one oembsuch Holders shall have any right in any mamfatever by virtue of, or by availing
of, any provision of this Indenture to affect, didt or prejudice the rights of any other of sucHdéos, or to obtain or to seek to obtain pric
or preference over any other of such Holders @ntiorce any right under this Indenture, excepharanner herein provided and for the
equal and ratable benefit of all such Holders.

SECTION V.8 Unconditional Right of Holders to RasePrincipal (Premium, if any) and Interest.

Notwithstanding any other provision in this Indeetuthe Holder of any Security shall have the righich is absolute and unconditional
receive payment of the principal of (and premiuinany) and (subject to Sections 3.5 and 3.7) isteva such Security or payment on the
respective Stated Maturity expressed in such Sgdan, in the case of redemption or repurchaseherRedemption Date or Repurchase
Date, as may be the case) and to institute suthiBoenforcement of any such payment, and suclsrgitall not be impaired without the
consent of such Holder.

SECTION V.9 Restoration of Rights and Remedies.

If the Trustee or any Holder of a Security hasiinttd any proceeding to enforce any right or reynantder this Indenture and such
proceeding has been discontinued or abandonedhjoreason, or has been determined adversely tortretee or to such Holder, then and in
every such case, the Company, the Trustee anddluetd of Securities shall, subject to any deteatidm in such proceeding, be restored
severally and respectively to their former posisitrereunder and thereafter all rights and remedid®e Trustee and the Holders shall
continue as though no such proceeding had bedtuiest

SECTION V.10 Rights and Remedies Cumulative.

Except as otherwise provided with respect to tipbarement or payment of mutilated, destroyed,dostolen Securities in the last paragraph
of Section 3.6, no right or remedy herein conferpdn or reserved to the Trustee or to the Holde&ecurities is intended to be exclusive of
any other right or remedy, and every right and myrshall, to the extent permitted by law, be curiivéaand in addition to every other right
and remedy given hereunder or now or hereaftetiegiat law or in equity or otherwise. The assertio employment of any right or
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remedy hereunder, or otherwise, shall not preyentoncurrent assertion or employment of any adperopriate right or remedy.
SECTION V.11 Delay or Omission Not Waiver.

No delay or omission of the Trustee or of any Holafeany Security to exercise any right or remedgraing upon any Event of Default sh
impair any such right or remedy or constitute aweabf any such Event of Default or an acquiescenerein. Every right and remedy given
by this Article or by law to the Trustee or to tHelders may be exercised from time to time, andf@ as may be deemed expedient, by the
Trustee or by the Holders of Securities, as the camy be.

SECTION V.12 Control by Holders of Securities.

The Holders of not less than a majority in printigaount of the Outstanding Securities shall h&eeright to direct the time, method and
place of conducting any proceeding for any remedylable to the Trustee or exercising any trugt@wer conferred on the Trustee, provided
that

(1) such direction shall not be in conflict withyamule of law or with this Indenture,
(2) the Trustee may take any other action deemeylepiby the Trustee which is not inconsistent \sithh direction, and

(3) the Trustee need not take any action which miglolve it in personal liability or be unduly goelicial to the Holders of Securities not
joining therein.

In the event that the Trustee takes any actiooltovis any direction pursuant to this Indenture, Thiustee shall be entitled to indemnity
reasonably satisfactory to it against any lossxpease caused by taking such action or followinghgdirection.

SECTION V.13 Waiver of Past Defaults.

The Holders of not less than a majority in aggregaincipal amount of the Outstanding Securitiey mrabehalf of the Holders of all the
Securities waive any past default hereunder anzbitsequences, except a default:

(1) in the payment of the principal of (or premiufrany) or interest on any Security, or

(2) in respect of a covenant or provision hereofcWhunder Article 1X cannot be modified or amenddathout the consent of the Holder of
each Outstanding Security.
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The Company shall deliver to the Trustee an Of§ic€ertificate stating that the requisite perceataijgHolders have consented to such waiver
and attaching copies of such consents. Upon artywaiver, such default shall cease to exist, arydearent of Default arising therefrom sh

be deemed to have been cured, for every purpaésdhdenture; but no such waiver shall extendrtp subsequent or other default or Event
of Default or impair any right consequent thereon.

SECTION V.14 Waiver of Usury, Stay or Extension lsaw

The Company covenants (to the extent that it maguldy do so) that it will not at any time insispan, or plead, or in any manner whatsoever
claim or take the benefit or advantage of, any yisstay or extension law wherever enacted, now ang time hereafter in force, which may
affect the covenants or the performance of thigmtdre; and the Company (to the extent that it laafully do so) hereby expressly waives
all benefit or advantage of any such law, and camé&nthat it will not hinder, delay or impede theeution of any power herein granted to
Trustee, but will suffer and permit the executidrewery such power as though no such law had beacted.

SECTION V.15 Undertaking for Costs.

All parties to this Indenture agree, and each Hotdany Security by such Holder's acceptance tiesieall be deemed to have agreed, that
any court may in its discretion require, in anyt $oii the enforcement of any right or remedy uritiés Indenture, or in any suit against the
Trustee for any action taken or omitted by it agstee, the filing by any party litigant in suchtsafiany undertaking to pay the costs of such
suit, and that such court may in its discretioreasgeasonable costs, including reasonable att&rfe®s and expenses, against any party
litigant in such suit having due regard to the mseaind good faith of the claims or defenses madwubi party litigant; but the provisions of
this Section shall not apply to any suit institubgdthe Trustee, to any suit instituted by any Holar group of Holders, holding in the
aggregate more than 10% in principal amount ofQbestanding Securities, or to any suit institutgdaby Holder for the enforcement of the
payment of the principal of (or premium, if any)ioterest on any Security on or after the respeclitated Maturity expressed in such
Security (or, in the case of redemption or repusehan or after the Redemption Date or Repurchase, Bs may be the case).

SECTION V.16 Notice of Default or Event of Default.

The Company shall deliver to the Trustee, as segoasible and in any event within 10 days aftesféiner of the Company becomes aware
of the occurrence of any Event of Default or angréwvhich, with notice or the lapse of time or hattould constitute an Event of Default, an
Officers' Certificate setting forth the detailssafch Event of Default or default and the actionalithe Company proposes to take with res
thereto.

ARTICLE VI
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THE TRUSTEE
SECTION VI.1 Notice of Defaults.

Within 90 days after the occurrence of any defaateunder, the Trustee shall transmit in the maanérto the extent provided in Trust
Indenture Act Section 313(c) and Section 1.6 hemsatice of such default hereunder actually knowa Responsible Officer of the Trustee,
unless such default shall have been cured or wapredided, however, that, except in the caseadfault in the payment of the principal of
(or premium, if any) or interest on any Securibg Trustee shall be protected in withholding suatice if and so long as Responsible
Officers of the Trustee in good faith determine tha withholding of such naotice is in the intesesf the Holders of the Securities; and
provided further that in the case of any defaubm@ach of the character specified in Section %, @ such notice to Holders shall be given
until at least 60 days after the occurrence thefeaf the purpose of this Section, the term "défankans any event which is, or after notice
or lapse of time or both would become, an Everiefault.

SECTION VI.2 Certain Duties and Responsibilities.

(a) If an Event of Default has occurred and is cwring, the Trustee will exercise such of the rggahd powers vested in it by this Indenture,
and use the same degree of care and skill in stagise, as a prudent man woelkkrcise or use under the circumstances in theuobiad his
own affairs.

(b) Except during the continuance of an Event ofaDk:

(i) the Trustee need perform only those duties éhatspecifically set forth in this Indenture amdathers, and no implied covenants or
obligations will be read into this Indenture agaiihe Trustee; and

(i) in the absence of bad faith on its part, tliestee may conclusively rely, as to the truth ef skatements and the correctness of the opi
expressed therein, upon certificates or opinionsished to the Trustee and conforming to the regoénts of this Indenture; but in the cas
any such certificates or opinions which are spealify required to be furnished to the Trustee by afithe provisions hereof, the Trustee will
examine the certificates and opinions to determihether or not, on their face, they appear to confm the requirements of this Indenture.

(c) No provision of this Indenture shall be constiuo relieve the Trustee from liability for its owgross negligent action, its own gross
negligent failure to act, or its own willful miscduct, except that:

(i) this paragraph (c) does not limit the effecpafagraph (b) of this Section 6.2;
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(i) the Trustee will not be liable for any errdrjupdgment made in good faith by a Responsibled@ffiunless it is proved that the Trustee
grossly negligent in ascertaining the pertinentsfac

(iii) the Trustee will not be liable with respectdny action it takes or omits to take in goodhfait accordance with the direction received t
pursuant to Section 6.2 of the Holders of a majanitprincipal amount of the Outstanding Securitiglating to the time, method and place of
conducting any proceeding for any remedy availtdbkle Trustee, or when exercising any other wogiower conferred upon the Trustee
under this Indenture; and

(iv) no provision of this Indenture shall requitetTrustee to expend or risk its own funds or atfig® incur any financial liability in the
performance of any or its duties hereunder or énetkercise of any of its rights or powers hereuiifdehas reasonable grounds for believing
that repayment of such funds or adequate indenagigynst such risk or liability is not reasonablgwaed to it.

(d) Whether or not herein expressly so provideérgprovision of this Indenture that in any wayatek to the Trustee is subject to clauses
(1), (i), (iii) and (iv) of paragraph (c) of thiSection 6.2.

SECTION VI.3 Not Responsible for Recitals or Issteapf Securities.

The recitals contained herein and in the Secuyitirsept the Trustee's certificate of authenticatihall be taken as the statements of the
Company and neither the Trustee nor any Authemmtigatgent assumes any responsibility for their ecimess. The Trustee makes no
representations as to the validity or sufficien€yhis Indenture or of the Securities, except thatTrustee represents that it is duly authorized
to execute and deliver this Indenture, authentitt&eSecurities and perform its obligations hereunNeither the Trustee nor any
Authenticating Agent shall be accountable for tee ar application by the Company of Securitiehergroceeds thereof.

SECTION VI.4 May Hold Securities.

The Trustee, any Paying Agent, Conversion AgentuBty Registrar, Authenticating Agent or any othgent of the Company, in its
individual or any other capacity, may become th@emor pledgee of Securities and, subject to Setfol2 and 6.13, may otherwise deal
with the Company with the same rights it would hdvewere not the Trustee, Paying Agent, Convanshgent, Security Registrar,
Authenticating Agent or such other agent.

SECTION VI.5 Money Held in Trust.
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Money held by the Trustee in trust hereunder netda segregated from other funds except to thenéxéquired by law. The Trustee shall
be under no liability for interest on any moneyeiged by it hereunder except as otherwise agretdtive Company in writing.

SECTION VI.6 Compensation and Reimbursement.
The Company agrees:

(1) to pay to the Trustee from time to time readdm@ompensation for all services rendered byneteder as agreed with the Company in
writing (which compensation shall not be limiteddayy provision of law in regard to the compensatiba trustee of an express trust);

(2) except as otherwise expressly provided heteirgimburse each of the Trustee and any predec&ssstee upon its request for all
reasonable expenses, disbursements and advanaggthor made by the Trustee in accordance withpaayision of this Indenture

(including the reasonable compensation and theresgseand disbursements of its agents and couagedpt any such expense, disbursement
or advance as may be attributable to its negligendxad faith; and

(3) to indemnify each of the Trustee and any predsar Trustee and their agents for, and to hdidrinless against, any loss, liability, claim,
damage or expense (including reasonable attorfegsand expenses) incurred without negligencadiféith on its own part, arising out of
or in connection with the acceptance or adminigstnadf the trust or trusts hereunder, including ¢bsts and expenses of enforcing this
Indenture (including this Section 6.6), defenditsglf against any claim (whether asserted by a éfoltie Company or otherwise) or liability
in connection with the exercise or performancerf af its powers or duties hereunder.

When the Trustee incurs expenses or renders ssivia®nnection with an Event of Default specifie@ection 5.1(5) or Section 5.1(6), the
expenses (including the reasonable charges anachsepef its counsel) and the compensation forehdces are intended to constitute
expenses of administration under any applicablefaar State bankruptcy, insolvency or other simlihw.

As security for the performance of the obligatiofishe Company under this Section, the Trusted bhak a lien prior to the Securities upon
all property and funds held or collected by thestee as such, except funds held in trust for tiyenpat of principal of (or premium, if any)
interest on particular Securities. The Trusteglstrio receive payment of any amounts due undsr3action 6.6 shall not be subordinate to
any other liability or Debt of the Company (eveonubh the Securities may be so subordinated).

The provisions of this Section shall survive thanti@ation of this Indenture, the resignation antiogal of any Trustee, the discharge of the
Company's obligations hereunder
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and any rejection or termination under any apple&kederal or State bankruptcy, insolvency or ofiirailar laws.
SECTION VI.7 Corporate Trustee Required; Eligilyilit

There shall at all times be a Trustee hereundeciwgtiall be eligible to act as Trustee under thestlindenture Act and shall have (or, in the
case of a subsidiary of a bank holding companydtporate parent shall have) a combined capitlsamplus of at least $50,000,000, subject
to supervision or examination by Federal or Stataaity and in good standing under the laws ofliiméted States or of any State or the
District of Columbia. If such corporation publistreports of condition at least annually, pursuariaitv or the requirements of Federal, State,
Territorial or District of Columbia supervising ekamining authority, then for the purposes of S8gstion, the combined capital and surplus
of such corporation shall be deemed to be its cnatbtapital and surplus as set forth in its mastnereport of condition so published.
Except as otherwise provided in Section 6.13, drat time the Trustee shall cease to be eligibkcoordance with the provisions of this
Section, it shall resign immediately in the manawed with the effect hereinafter specified in thigidle. The Trustee or an Affiliate of the
Trustee shall maintain an established place ofilessiin the Borough of Manhattan, the City of NeovkY

SECTION VI.8 Resignation and Removal; AppointmeinSoccessor.

(a) No resignation or removal of the Trustee an@mgointment of a successor Trustee pursuantgdittiicle shall become effective until the
acceptance of appointment by the successor Trirstaordance with the applicable requirementsestiSn 6.9.

(b) The Trustee may resign at any time by givingtem notice thereof to the Company. If an instratnaf acceptance by a successor Trustee
shall not have been delivered to the Trustee wiBidays after the giving of such notice of resigma the resigning Trustee may petition
court of competent jurisdiction for the appointmefa successor Trustee.

(c) The Trustee may be removed at any time by Att@Holders of a majority in principal amounttbé Outstanding Securities delivered to
the Trustee and the Company. If an instrument oépiance by a successor Trustee shall not havededigared to the Trustee within 30 d:
after the giving of such notice of removal, the §tae who is being removed may petition any coudoafipetent jurisdiction for the
appointment of a successor Trustee.

(d) If at any time:

(1) the Trustee shall fail to comply with the prgiens of
Section 6.13 after written request therefor byGloenpany or by any Holder of a Security who has teebona fide Holder of a Security for at
least six months, or
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(2) the Trustee shall cease to be eligible undeti@e6.7 and shall fail to resign after writtemuest therefor by the Company or by any
Holder of a Security who has been a bona fide Hadfl@ Security for at least six months, or

(3) the Trustee shall become incapable of actinghall be adjudged a bankrupt or insolvent or aiver of the Trustee or of its property shall
be appointed or any public officer shall take cleang control of the Trustee or of its property fiais for the purpose of rehabilitation,
conservation or liquidation,

then, in any such case, (i) the Company by or @ntsto a Board Resolution may remove the Trustéeagpoint a successor Trustee, or (ii)
subject to

Section 5.15, any Holder of a Security who has laebana fide Holder of a Security for at leastraipnths may, on behalf of such Holder and
all others similarly situated, petition any coufcompetent jurisdiction for the removal of the Sitee and the appointment of a successor
Trustee.

(e) If the Trustee shall resign, be removed or becmcapable of acting, or if a vacancy shall odauhe office of Trustee for any cause, the
Company, by or pursuant to a Board Resolution| gihamptly appoint a successor Trustee. If, withime year after such resignation, removal
or incapacity, or the occurrence of such vacansyc@essor Trustee shall be appointed by Act oHibiders of a majority in principal amot

of the Outstanding Securities delivered to the Camypand the retiring Trustee, the successor Trisstegpointed shall, forthwith upon its
acceptance or such appointment, become the sucdassbee and to that extent supersede the succBssiee appointed by the Compan'
no successor Trustee shall have been so appointie Company or the Holders of Securities and gteceappointment in the manner
hereinafter provided, any Holder of a Security vidag been a bona fide Holder of a Security foradtleix months may, on behalf of such
Holder and all others similarly situated, petitemy court of competent jurisdiction for the appoient of a successor Trustee.

(f) So long as no Event of Default or event whighdr after notice or lapse of time, or both, ccaddome, an Event of Default shall have
occurred and be continuing, and except with resjpegtTrustee appointed by or at the request oftilders of Securities pursuant to
subsection (e) of this Section, if the Company/Idteale delivered to the Trustee (i) a Board Resmiuappointing a successor Trustee,
effective as of a date specified therein, andafiijnstrument accepting such appointment, effeassef such date, by such successor Trustee
in accordance with Section 6.9, the Trustee slatldemed to have resigned as contemplated in sidrséu) of this Section, the successor
Trustee shall be deemed to have been appointditb@dmpany pursuant to subsection (e) of this &eetind such appointment shall be
deemed to have been accepted as contemplatedtior5@®, all as of the date specified in such BidResolution, and all other provisions of
this Section and Section 6.9 shall be applicabkutd resignation, appointment and acceptance et@épe extent inconsistent with this
subsection (f).

(g) The Company shall give notice of each resigmaéind each removal of the Trustee and each appeimtof a successor Trustee in the
manner provided for notices to the
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Holders of Securities in Section 1.6. Each nottwalsnclude the name of the successor Trustedladddress of its Corporate Trust Office.
SECTION VI.9 Acceptance of Appointment by Successor

(@) In case of the appointment hereunder of a ssocd rustee, every such successor Trustee slealliex acknowledge and deliver to the
Company and the retiring Trustee an instrumentg@togg such appointment, and thereupon the resigmati removal of the retiring Trustee
shall become effective and such successor Trusteut any further act, deed or conveyance, dfedbme vested with all the rights,
powers, trusts and duties of the retiring Trushes; on request of the Company or the successatdeusuch retiring Trustee shall, upon
payment of all sums then owing to the Trustee mmsto Section 6.6 , execute and deliver an insgnirtransferring to such successor
Trustee all the rights, powers and trusts of thieimg Trustee, and shall duly assign, transfer deliver to such successor Trustee all property
and money held by such retiring Trustee hereursidsject nevertheless to its claim, if any, provifadn

Section 6.6.

(b) Upon request of any such successor Truste&;digpany shall execute any and all instrumentsnfore fully and certainly vesting in and
confirming to such successor Trustee all such sighdwers and trusts referred to in paragraphf(dgi® Section.

(c) No successor Trustee shall accept its appomttomdess at the time of such acceptance such ssmcé&rustee shall be qualified and
eligible under this Article.

SECTION VI.10 Merger, Conversion, ConsolidationSarccession to Business.

Any corporation into which the Trustee may be mdrgeconverted or with which it may be consolida@dany corporation resulting from
any merger, conversion or consolidation to whiaghThustee shall be a party, or any corporationeting to all or substantially all of the
corporate trust business of the Trustee (inclutltregadministration of the trust created by thiseimire), shall be the successor of the Trustee
hereunder, provided such corporation shall be wtiserqualified and eligible under this Article, idut the execution or filing of any paper
any further act on the part of any of the partieeto. In case any Securities shall have been atithéed, but not delivered, by the Trustee
then in office, any successor by merger, conversiczonsolidation to such authenticating Trusteg adopt such authentication and deliver
the Securities so authenticated with the sametedfed such successor Trustee had itself authaeticsuch Securities. In case any Securities
shall not have been authenticated by such predacéssstee, any such successor Trustee may authentind deliver such Securities, in
either its own name or that of its predecessort€ayswith the full force and effect which this Imdiere provides for the certificate of
authentication of the Trustee.

SECTION VI.11 Appointment of Authenticating Agent.
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The Trustee may appoint an Authenticating AgerAgents reasonably acceptable to the Company wihe to the Securities which shall
be authorized to act on behalf of the Trustee themticate Securities issued upon exchange, ragigatrof transfer or partial redemption or,
repurchase thereof, and Securities so authentisht@tibe entitled to the benefits of this Indeatand shall be valid and obligatory for all
purposes as if authenticated by the Trustee heezuAdy such appointment shall be evidenced byamiment in writing signed by a
Responsible Officer of the Trustee, a copy of whidtrument shall be promptly furnished to the Camp Wherever reference is made in
this Indenture to the authentication and deliver@ecurities by the Trustee or the Trustee's ¢eatéé of authentication, such reference shall
be deemed to include authentication and deliverpeimalf of the Trustee by an Authenticating Agemt a certificate of authentication
executed on behalf of the Trustee by an Authentiggigent. Each Authenticating Agent shall be atable to the Company and shall at all
times be a bank or trust company or corporatiommied and doing business and in good standingruhdéaws of the United States or of
any State or the District of Columbia, authorizedler such laws to act as Authenticating Agent, t@yor, in the case of a subsidiary of a
bank holding company, its corporate parent shalelha combined capital and surplus of at least@®E)P00 and subject to supervision or
examination by Federal or State authority. If sAclthenticating Agent publishes reports of conditadreast annually, pursuant to law or the
requirements of Federal, State, Territorial or isof Columbia supervising or examining autharityen for the purposes of this Section, the
combined capital and surplus of such Authenticafiggnt shall be deemed to be its combined capitalsairplus as set forth in its most rec
report of condition so published. If at any timeAuthenticating Agent shall cease to be eligibladcordance with the provisions of this
Section, such Authenticating Agent shall resign ediately in the manner and with the effect spedifiethis Section.

Any corporation into which an Authenticating Agenay be merged or converted or with which it maybesolidated, or any corporation
resulting from any merger, conversion or consoiaiato which such Authenticating Agent shall besaty, or any corporation succeeding to
all or substantially all of the corporate agencyorporate trust business of an Authenticating Agamall continue to be an Authenticating
Agent (including the authenticating agency contextgal by this Indenture), provided such corporasioall be otherwise eligible under this
Section, without the execution or filing of any papr further act on the part of the Trustee orAhthenticating Agent.
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An Authenticating Agent may at any time resign byirgg written notice of resignation to the Trusts®l to the Company. The Trustee ma
any time terminate the agency of an Authenticafiggnt by giving written notice of termination tockuAuthenticating Agent and the
Company. Upon receiving such a notice of resigmadioupon such a termination, or in case at ang soch Authenticating Agent shall cease
to be eligible in accordance with the provisionshi$ Section, the Trustee may appoint a successitrenticating Agent which shall be
reasonably acceptable to the Company and shallngitiee of such appointment to all Holders of Séi@s in the manner set forth in Section
1.6. Any successor Authenticating Agent upon acueg of its appointment hereunder shall becomedegith all the rights, powers and
duties of its predecessor hereunder, with likeatfés if originally named as an Authenticating Aigleerein. No successor Authenticating
Agent shall be appointed unless eligible undeptto&isions of this Section.

The Company agrees to pay to each AuthenticatirgnAfjom time to time reasonable compensation oty reimbursement of its
reasonable expenses for its services under thiso8ec

If an appointment is made pursuant to this Sectlos Securities may have endorsed thereon, iniaddi or in lieu of the Trustee's certific
of authentication, an alternate certificate of eatication substantially in the following form:

This is one of the [ ]% Convertible Subordinatedé@$éodue 2006 referred to in the within-mentionetkehture.

Dated:

State Street Bank and Trust Company
of California, N.A., as Trustee

By:
as Authenticating Agent

By:
Authorized Signatory

SECTION VI.12 Preferential Collection of Claims Agst Company.

If and when the Trustee shall be or become a enedftthe Company (or any other obligor upon theusigies), the Trustee shall be subject to
the provisions of the Trust Indenture Act regardimg collection of claims against the Company (or such other obligor).
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SECTION VI.13 Disqualification; Conflicting Intertss

If the Trustee has or shall acquire a conflictinggrest within the meaning of the Trust Indentuog, Ahe Trustee shall either eliminate such
interest or resign, to the extent and in the mapnavided by, and subject to the provisions of, Thest Indenture Act and this Indenture.

SECTION VI.14 Certain Rights of Trustee.
Subject to the provisions of Section 6.1:

(1) the Trustee may conclusively rely and shalpb®ected in acting or refraining from acting upory resolution, certificate, statement,
instrument, opinion, report, notice, request, dicet consent, order, bond, debenture, note orgthper or document (whether in its original
or facsimile form) believed by it to be genuine andhave been signed or presented by the proptr paparties;

(2) any request or direction of the Company memtibherein shall be sufficiently evidenced by a CanypRequest or Company Order (other
than delivery of any Security to the Trustee fathautication and delivery pursuant to Section 3tictv shall be sufficiently evidenced as
provided therein) and any resolution of the BodrBicectors may be sufficiently evidenced by a BbResolution;

(3) whenever in the administration of this Indestthre Trustee shall deem it desirable that a miagtgaroved or established prior to taking,
suffering or omitting any action hereunder, thestee (unless other evidence be herein specifipaigcribed) may, in the absence of bad
faith on its part, conclusively rely upon an OffiseCertificate or an Opinion of Counsel,

(4) the Trustee may consult with counsel of itestbn and the advice of such counsel or any OpinfcCounsel shall be full and complete
authorization and protection in respect of anyaactaken, suffered or omitted by it hereunder indytaith and in reliance thereon;

(5) the Trustee shall be under no obligation ta@se any of the rights or powers vested in ithig tndenture at the request or direction of
any of the Holders of Securities pursuant to thidehture, unless such Holders shall have offerd¢ldetdrustee security or indemnity
satisfactory to the Trustee against the costs,resgseand liabilities which might be incurred biynitompliance with such request or direction;

(6) the Trustee shall not be bound to make anysitgation into the facts or matters stated in @splution, certificate, statement, instrument,
opinion, report, notice, request, direction, conserder, bond, debenture, note, or other papdooument, but the Trustee, in its discretion,
may make such further inquiry or investigation isteh facts or matters as it may see fit, andheffrustee shall determine to make such
further inquiry or investigation, it shall
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be entitled to examine the books, records and esrof the Company personally or by agent or atgorn

(7) the Trustee may execute any of the trusts wep® hereunder or perform any duties hereundeereitinectly or by or through agents or
attorneys and the Trustee shall not be responfibkny misconduct or negligence on the part of agent or attorney appointed with due «
by it hereunder; and

(8) the Trustee shall not be liable for any actaken, suffered or omitted by it in good faith ardsonably believed by it to be authorized or
within the discretion or rights or powers confertgzbn it by this Indenture.

ARTICLE VII
HOLDERS' LISTS AND REPORTS BY TRUSTEE AND COMPANY
SECTION VII.1 The Company to Furnish Trustee Named Addresses of Holders.
The Company will furnish or cause to be furnishethe Trustee:

(a) semiannually, not later than 15 days after the RegRord Date, a list, in such form as the Trusteg masonably require, of the nan
and addresses of the Holders of Securities asobf Regular Record Date, and

(b) at such other times as the Trustee may requé&$titing, within 30 days after the receipt by tBempany of any such request, a list of
similar form and content as of a date not more tt&adays prior to the time such list is furnished,

provided, however, that, so long as the TrustéledsSecurity Registrar, no such list shall be neglito be furnished.
SECTION VII.2 Reports by Trustee.

(&) The Trustee shall transmit to Holders suchntspspncerning the Trustee and its actions undsiiidenture as may be required pursuant
to the Trust Indenture Act at the times and inrttaner provided by the Trust Indenture Act. Rep@tmiired pursuant to the Trust Indenture
Act

Section 313(a), if any, will be transmitted annyall

(b) A copy of each such report shall, at the tifeuzh transmission to Holder, be filed with then@nission and the Company. The Comp
will notify the Trustee, in writing, if and whendtSecurities are listed on any stock exchange.

SECTION VII.3 Reports by Company.
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The Company shall file with the Trustee and the @ssion, and transmit to Holders, such informataoguments and other reports, if any,
and such summaries thereof, as may be requiredgnirto the Trust Indenture Act at the times anthénmanner provided pursuant to such
Act; provided that any such information, documeartseports required to be filed with the Commissgpamsuant to Section 13 or 15(d) of the
Exchange Act shall be filed with the Trustee withBdays after the same is so required to be fiiigld the Commission.

SECTION VII.4 Preservation Of Information; Commuations to Holders.

(1) The Trustee shall preserve, in as currentm fas is reasonably practicable, the names and ssitref Holders contained in the most
recent list furnished to the Trustee as provideSeantion 7.1 and the names and addresses of Hotmived by the Trustee in its capacity as
Security Registrar if the Trustee is acting in soapacity. The Trustee may destroy any list furisto it as provided in Section 7.1 upon
receipt of a new list so furnished.

(2) The rights of the Holders to communicate withes Holders with respect to their rights undes tindenture or under the Securities, and
the corresponding rights and privileges of the Taesshall be as provided by the Trust Indentureaidd other applicable law.

(3) Every Holder of Securities, by receiving anddireg the same, agrees with the Company and thst@euhat none of the Company, the
Trustee or any agent of any of them shall be hetdantable by reason of any disclosure of infororatis to names and addresses of Holders
made pursuant to the Trust Indenture Act.

ARTICLE VIII
CONSOLIDATION, MERGER, SALE, LEASE OR CONVEYANCE
SECTION VIII.1 Company May Consolidate, Etc., Ooly Certain Terms.

The Company (1) shall not consolidate with or menge any other Person or, directly or indirectipnvey, transfer, sell, lease or otherwise
dispose of its properties and assets as an entiretybstantially as an entirety to any Person,(@hdhall not permit any Person to consolic

or merge with or into the Company or convey, transdell, lease or otherwise dispose of such Pergooperties and assets as an entirety or
substantially as an entirety to the Company, unless

(a) the Person formed by such consolidation or amtawith which the Company is merged or the Pesgbith acquires by conveyance,
transfer or sale, or which leases or otherwise ises|uthe properties and assets of the Compang astaety or substantially as an entirety (i)
shall be a corporation, limited liability compamgartnership or trust, (ii) shall be organized aatidly existing under the laws of the United
States of America, any State thereof or the DistficColumbia and (iii) shall expressly assumeahyindenture supplemental hereto,
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executed and delivered to the Trustee, in fornsfatiory to the Trustee, the due and punctual paywighe principal of (and premium, if
any) and interest on all the Securities and théopmance or observance of every covenant of thdsemture on the part of the Company to be
performed or observed;

(b) immediately after giving effect to such trartsae, no Event of Default, and no event which, iaftetice or lapse of time or both, would
become an Event of Default, shall have happenedarbntinuing; and

(c) the Company has delivered to the Trustee ait@§ Certificate and an Opinion of Counsel, esteling that such consolidation, merger,
conveyance, transfer, sale, lease or other disposind, if a supplemental indenture is requiredannection with such transaction, such
supplemental indenture comply with this Article @hdt all conditions precedent herein providedrédating to such transaction have been
complied with, together with any documents requisgBection 9.3.

SECTION VIII.2 Successor Substituted.

Upon any consolidation by the Company with, or reeitlgy the Company into, any other Person or anye&yance, transfer, sale, lease or
other disposition of the properties and asseth®@fIompany as an entirety or substantially as &regnas described in Section 8.1, the
Person resulting from such consolidation or intaclitthe Company is merged or to which such convegatmansfer, sale, lease or other
disposition is made, will succeed to, and be stilisti for, and may exercise every right and povigthe Company under this Indenture with
the same effect as if such successor Person hadhbeged as the Company herein, and thereafterpekcthe case of a lease, the
predecessor (if still in existence) will be relehg®om its obligations and covenants under thiehtdre and the Securities.

ARTICLE IX
SUPPLEMENTAL INDENTURES
SECTION IX.1 Supplemental Indentures Without ConsérHolders.

Without the consent of any Holders of Securitibe, Eompany, when authorized by or pursuant to adBRasolution, and the Trustee, at any
time and from time to time, may enter into one arenindentures supplemental hereto, in form satisfg to the Trustee, for any of the
following purposes:

(1) to evidence the succession of another Perstret@ompany and the assumption by any such surcesthe covenants and obligations of
the Company herein and in the Securities as pexthity Article VIII; or
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(2) to add to the covenants of the Company fob#mefit of the Holders of the Securities or to ender any right or power herein conferred
upon the Company; or

(3) to add any additional Events of Default for benefit of the Holders of the Securities providealever, that in respect of any such
additional Events of Default such supplemental itidee may provide for a particular period of grafter default (which period may be
shorter or longer than that allowed in the casetloér defaults) or may provide for an immediateoetément upon such default or may limit
the remedies available to the Trustee upon suckultedr may limit the right of the Holders of a mify in aggregate principal amount of the
Securities to waive such default; or

(4) to secure the Securities; or
(5) to evidence and provide for the acceptancgpbetment hereunder by a successor Trustee; or

(6) to cure any ambiguity, to correct or supplenamt provision herein which may be defective oomistent with any other provision
herein, or to make any other provisions with respematters or questions arising under this Inadentvhich shall not be inconsistent with
provisions of this Indenture as the Company andrtiustee may deem necessary or desirable; protidgdiny such action shall not
adversely affect the interests of the Holders afuBiges in any material respect; or

(7) subject to Section 13.15, to make any changdgticle Xl that would limit or terminate the befits to any holder of Senior Debt under
such Article; or

(8) to comply with the requirements of the Trusiénture Act; or
(9) to make any change that does not adverselgtdfie legal rights under this Indenture of anyddolof Securities; or

(10) to change any Place of Payment to anothetitotaithin the same city provided that the Compdsiivers notice of such change to the
Holders prior to such change of Place of Paymeant; o

(11) to add a guarantor of the Securities.
SECTION IX.2 Supplemental Indentures with Consédriialders.

With either (i) the consent of the Holders of regd than a majority in principal amount of all Qasling Securities by the Act of said
Holders delivered to the Company and the Trustegi)doy the adoption of a resolution, at a megtof Holders of the Outstanding Securities
at which a quorum is present, by the Holders ¢tdéast 66-2/3% in aggregate principal amount ofQstanding Securities represented at
such meeting, the Company, when
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authorized by or pursuant to a Board Resolutiod,the Trustee may enter into an indenture or indestsupplemental hereto for the purpose
of adding any provisions to or changing in any maror eliminating any of the provisions of this émiure or of modifying in any manner the
rights of the Holders of Securities under this Imdee; provided, however, that no such suppleméndanture shall, without the consent of
the Holder of each Outstanding Security affectedehy:

(1) change the Stated Maturity of the principa{afpremium, if any, on) or any installment of mijpal of or interest on, any Security; or
reduce the principal amount thereof or the ratenoount of interest thereon, or any premium payapten the redemption or mandatory
repurchase thereof, or adversely affect any rifipurchase at the option of the Holder of anyusigg or change the city of any Place of
Payment where, or the currency in which, the ppakof or any premium or the interest on any Ségisipayable, including any payment of
the Redemption Price or Repurchase Price in regetich Security or impair the right to institstgt for the enforcement of any such
payment on or after the Stated Maturity theredf, ifothe case of redemption or repurchase at ptiero of the Holder, on or after the
Redemption Date or the Repurchase Date, as therasée), or

(2) reduce the requirements of Section 15.4 forguoor voting or the percentage in principal amaafrthe Outstanding Securities, the
consent of whose Holders is required for any sugplemental indenture, or the consent of whose étsl@ required for any waiver with
respect to such Outstanding Securities (or comgdiamith certain provisions of this Indenture ortair defaults hereunder and their
consequences) provided for in this Indenture, or

(3) modify any of the provisions of this SectionSections 5.13 or 10.8, except to increase theinejpercentage to effect such action or to
provide that certain other provisions of this Intlea cannot be modified or waived without the conigd# the Holder of each Outstanding
Security affected thereby, or

(4) release any guarantors from their guaranteéseobecurities, or, except as contemplated insapplemental indenture, make any change
in a guarantee of a Security that would adversigcathe interests of the Holders, or

(5) adversely affect the right of a Holder of a @&y to require the Company to repurchase any Ndter than as provided in Article XII, or
(6) adversely affect the right of a Holder of a @@y to require the Company to convert any Noteeothan as provided in Article X1V, or

(7) modify the obligation of the Company to maintan office or agency in the Borough of Manhattha,City of New York, pursuant to
Section 10.2.
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It shall not be necessary for any Act of Holderdenthis Section to approve the particular fornamy proposed supplemental indenture, k
shall be sufficient if such Act shall approve tlstance thereof.

SECTION IX.3 Execution of Supplemental Indentures.

In executing, or accepting the additional trusesated by, any supplemental indenture permittedhisyArticle or the modification thereby of
the trusts created by this Indenture, the Trudted be entitled to receive, and subject to Secti@hshall be fully protected in relying upon.
Officer's Certificate and an Opinion of Counsekleatating that the execution of such suppleménd&nture is authorized or permitted by
this Indenture, is in compliance with Article IXgmstitutes the legal, valid and binding obligatadithe Company, enforceable in accordance
with its terms (subject to customary exceptiong) #vat all conditions precedent to the executiosumh supplemental indenture have been
fulfilled. The Trustee may, but shall not be obt&ghto, enter into any such supplemental indenitnieh affects the Trustee's own rights,
duties or immunities under this Indenture or otlisew

SECTION IX.4 Effect of Supplemental Indentures.

Upon the execution of any supplemental indentudeuthis Article, this Indenture shall be modifiadaccordance therewith, and such
supplemental indenture shall form a part of thidelmure for all purposes; and every Holder of S&eartheretofore or thereafter
authenticated and delivered hereunder shall bedbthereby.

SECTION IX.5 Conformity with Trust Indenture Act.
Every supplemental indenture executed pursuatisofrticle shall conform to the requirements af firust Indenture Act as then in effect.
SECTION IX.6 Reference in Securities to Supplemidndentures.

Securities authenticated and delivered after tlee@tion of any supplemental indenture pursuantiArticle may, and shall, if required by
the Trustee, bear a notation in form approved byTilustee as to any matter provided for in suclplempental indenture. If the Company s
so determine, new Securities so modified as toaromfin the opinion of the Trustee and the Compémgny such supplemental indenture
may be prepared and executed by the Company ahdrdigiated and delivered by the Trustee in exchémg®@utstanding Securities.

SECTION IX.7 Notice of Supplemental Indentures.

Promptly after the execution by the Company andritustee of any supplemental indenture pursuatite@rovisions of Article 1X, the
Company shall give notice thereof to the
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Holders of each Outstanding Security affectedh@érhanner provided for in
Section 1.6, setting forth in general terms thestice of such supplemental indenture.

ARTICLE X
COVENANTS
SECTION X.1 Payment of Principal, Premium and lestr

The Company covenants and agrees for the bendfiedflolders of Securities that it will duly andnatually pay the principal of (and
premium, if any) and interest on the Securitieadnordance with the terms thereof. The Companydeitlosit or cause to be deposited with
the Trustee, no later than the opening of businadbe date of the Stated Maturity of any Secuoityo later than the opening of business on
the due date for any installment of interest, alipents so due, which payments shall be in immelgiatzailable funds on the date of such
Stated Maturity or due date, as the case may be.

SECTION X.2 Maintenance of Office or Agency.

The Company shall maintain in each Place of Paymewmiffice or agency where Securities may be ptedeor surrendered for payment or
conversion, where Securities may be surrenderegk@pstration of transfer or exchange and wher&eestand demands to or upon the
Company in respect of the Securities and this Ihdemay be served. The Company will give prompttem notice to the Trustee of the
location, and any change in the location, of eath ©ffice or agency. If at any time the Compangllstail to maintain any such required
office or agency or shall fail to furnish the Treistwith the address thereof, such presentationgralers, notices and demands may be made
or served at the Corporate Trust Office of the Taeisand the Company hereby appoints the Trustegént to receive all such presentations,
surrenders, notices and demands.

The Company may from time to time designate ormaane other offices or agencies where Securities Ineggresented or surrendered for
or all of such purposes, and may from time to tiesxind such designations; provided, however,rtbauch designation or rescission sha
any manner relieve the Company of its obligatiomtintain an office or agency in accordance withrgquirements set forth above for
Securities for such purposes. The Company will gineampt written notice to the Trustee of any suehigination or rescission and of any
change in the location of any such other officagency. The Company hereby designates as a Pl&@syofent for Securities the office or
agency of the Company in the Borough of Manhaftéme, City of New York, and initially appoints Stedéreet Bank and Trust Company,
N.A., an Affiliate of the Trustee, at its Corpordtaust Office in such city as Paying Agent, SequRegistrar and Conversion Agent and a:
agent to receive all such presentations, surrendetises and demands.
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SECTION X.3 Money for Securities Payments to BecHel Trust.

If the Company shall at any time act as its ownifggent, it will, on or before each due datetsf principal of (and premium, if any) or
interest on, the Securities, segregate and hdldig for the benefit of the Persons entitled tteeeesum sufficient to pay the principal (and
premium, if any) or interest so becoming due with sums shall be paid to such Persons or otheedisposed of as herein provided, and
will promptly notify the Trustee of its action aaifure so to act.

Whenever the Company shall have one or more Pagents for the Securities, it will, no later thdnetopening of business on each due date
of the principal of (and premium, if any) or intst@n, any Securities, deposit with a Paying Agesam in immediately available funds
sufficient to pay the principal (and premium, ifyaor interest, so becoming due, such sum to be ihatust for the benefit of the Persons
entitled to such principal (and premium, if any)mterest and (unless such Paying Agent is thet&eshe Company will promptly notify the
Trustee of its action or failure so to act.

The Company will cause each Paying Agent other tharmrustee to execute and deliver to the Trustei@strument satisfactory to the
Trustee in which such Paying Agent shall agree thiénTrustee, subject to the provisions of thistiBacthat such Paying Agent will

(1) hold all sums held by it for the payment ofngipal of (and premium, if any) or interest on S@as in trust for the benefit of the Persons
entitled thereto until such sums shall be paidithsPersons or otherwise disposed of as hereindaty

(2) give the Trustee notice of any default by tlwerPany (or any other obligor upon the Securitiaghe making of any such payment of
principal (and premium, if any) or interest;

(3) at any time during the continuance of any siefault upon the written request of the Trusteghfeith pay to the Trustee all sums so held
in trust by such Paying Agent; and

(4) acknowledge, accept and agree to comply ireappects with the provisions of this Indenturetietato the duties, rights and liabilities of
such Paying Agent.

The Company may at any time, for the purpose ddiobtg the satisfaction and discharge of this Indenor for any other purpose, pay, or
Company Order direct any Paying Agent to pay, &Ttustee all sums held in trust by the Comparsuch Paying Agent, such sums to be
held by the Trustee upon the same trusts as ttpmewhich such sums were held by the Company dr Baging Agent; and, upon such
payment by any Paying Agent to the Trustee, sugingBaAgent shall be released from all further llapiwith respect to such sums.

Except as otherwise provided in the Securities,rangey deposited with the Trustee or any Payingnfge then held by the Company, in
trust for the payment of the principal of (and premm, if any) or interest on any Security and rerrajrunclaimed for two years after such
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principal (and premium, if any) and interest hasdme due and payable shall be paid to the Comppory Gompany Request or (if then held
by the Company) shall be discharged from such;taumst the Holder of such Security shall thereafisran unsecured general creditor, look
only to the Company for payment of such princidalamd premium, if any) or interest on any Secunitithout interest thereon, and all
liability of the Trustee or such Paying Agent widspect to such trust money, and all liabilityted Company as trustee thereof, shall
thereupon cease; provided, however, that the Teustsuch Paying Agent, before being required tken@ay such repayment, may at the
expense of the Company cause to be published onan,Authorized Newspaper, notice that such maeeyains unclaimed and that, after a
date specified therein, which shall not be lesa B@&days from the date of such publication, arnglaimed balance of such money then
remaining will be repaid to the Company.

SECTION X.4 Existence.

Subject to Article VIII, the Company will do or cseito be done all things necessary to preserv&eemlin full force and effect its existence,
rights (charter and statutory) and franchises; idex, however, that the Company shall not be regluio preserve any right or franchise if the
Board of Directors determines that the preservatieneof is no longer desirable in the conducheftiusiness of the Company and the loss
thereof is not disadvantageous in any materialeetsjo the Holders.

SECTION X.5 Maintenance of Properties.

The Company will cause all of the properties dflitand of each Subsidiary used or useful in thedaat of its business or the business of
Subsidiary to be maintained and kept in good camirepair and working order and supplied withredtessary equipment and will cause to
be made all necessary repairs, renewals, repladentetiterments and improvements thereof, all éisdjudgment of the Company may be
necessary so that the business carried on in cbong¢bherewith may be properly and advantageoushdacted at all times; provided,
however, the Company and its Subsidiaries shalbagirevented from discontinuing the operation mathtenance of any of such properties
if such discontinuance is, in the judgment of tleenPany, desirable in the conduct of its businessrent disadvantageous in any material
respect to the Holders.

SECTION X.6 Payment of Taxes and Other Claims.

The Company will pay or discharge or cause to e padischarged, before the same shall becomadglednt, (1) all taxes, assessments and
governmental charges levied or imposed upon ingr&ubsidiary or upon the income, profits or priypef the Company or any Subsidiary,
(2) all lawful claims for labor, materials and slipp which, if unpaid, might by law become a ligsou the property of the Company or any
Subsidiary; and (3) all stamps and similar dutiiezny, which may be imposed by the United Stateany political subdivision thereof or
taxing authority thereof or therein in connectiomhwhe issuance, transfer, exchange or convexsfiamy Securities or with respect to this
Indenture; provided, however, that, in the
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case of clauses (1) and (2) that the Company sbalbe required to pay or discharge or cause fmaigbor discharged any such tax,
assessment, charge or claim whose amount, appiigaiivalidity is being contested in good faitly Bppropriate proceedings.

SECTION X.7 Statement as to Compliance.

The Company will deliver to the Trustee, within 1@48ys after the end of each fiscal year, a brigffemte in the form of an Officers'
Certificate from its chief executive officer, chigberating officer, or principal accounting offics to his or her best knowledge of the
Company's compliance with all conditions and comemander this Indenture and, in the event of amcompliance, specifying such
noncompliance and the nature and status thereopurposes of this Section 10.7, such complianed bk determined without regard to any
period of grace or requirement of notice under tthéienture.

SECTION X.8 Waiver of Certain Covenants.

The Company may omit in any particular instanceamply with any term, provision or condition settfoin Section 10.4 (other than with
respect to the existence of the Company (subjegttiole VII)), 10.5 and 10.6, inclusive (other tha covenant or condition which under
Article IX cannot be modified or amended without tonsent of the Holder of each Outstanding Secafiected), if before or after the time
for such compliance the Holders of at least a nitgjor principal amount of all outstanding Secwe#j by Act of such Holders, either waive
such compliance in such instance or generally wedrepliance with such covenant or condition, busnoh waiver shall extend to or affect
such covenant or condition except to the extergoessly waived, and, until such waiver shall nee@ffective, the obligations of the
Company and the duties of the Trustee or any Pajgemnt or Conversion Agent in respect of any s@eht provision or condition shall
remain in full force and effect.

SECTION X.9 Statement by Officers as to Default.

The Company shall deliver to the Trustee, as ssguoasible and in any event within 10 days aftesfliner of Company becomes aware of
the occurrence of any Event of Default or any ewerith, with notice or the lapse of time or botlgudd constitute an Event of Default, an
Officers' Certificate setting forth the detailssefch Event of Default or Default and the actionakithe Company proposes to take with
respect thereto.

ARTICLE XI
REDEMPTION OF SECURITIES
SECTION XI.1 Right of Redemption.
The Securities may be redeemed in accordance hétprovisions of the form of Securities set forttSection 2.2.
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SECTION XI.2 Applicability of Article.

Redemption of Securities at the election of the Gany or otherwise, as permitted or required by@oayision of the Securities or this
Indenture, shall be made in accordance with suchigion and this Article XI.

SECTION XI.3 Election to Redeem; Notice to Trustee.

The election of the Company to redeem any Secsistiall be evidenced by or pursuant to a Board IR&s0. In case of any redemption at
the election of the Company of less than all ofSeeurities, the Company shall, at least 45 butmme than 60 days prior to the Redemption
Date (unless a shorter notice shall be satisfadtotiye Trustee), notify the Trustee of such Red@nate and of the principal amount of
Securities to be redeemed.

SECTION XI.4 Selection by Trustee of SecuritieB®mRedeemed.

If less than all the Securities are to be redeentedparticular Securities to be redeemed shaliected not more than 30 days prior to the
Redemption Date by the Trustee, from the Outstan8iecurities not previously called for redemptioy ot or by such other method as the
Trustee shall deem fair and appropriate and whiaf provide for the selection for redemption of por$ (equal to the minimum authorized
denomination for Securities or any integral muttighereof) of the principal amount of Securitieaafenomination larger than the minimum
authorized denomination therefor.

If any Security selected for partial redemptiocasiverted in part before termination of the coniggrsight with respect to the portion of the
Security so selected, the converted portion of &eturity shall be deemed (so far as may be) thdeortion selected for redemption.
Securities which have been converted during a seteof Securities to be redeemed may be treatatidyrustee as Outstanding for the
purpose of such selection. The Trustee shall prignmptify the Company and the Security Registrao{er than itself) in writing of the
Securities selected for redemption and, in the ohsmy Securities selected for partial redemptiba,principal amount thereof to be
redeemed.

For all purposes of this Indenture, unless theedritherwise requires, all provisions relatinghte redemption of Securities shall relate, in
the case of any Security redeemed or to be redeenigdn part, to the portion of the principal anmbwf such Security which has been or is
to be redeemed.

SECTION XI.5 Notice of Redemption.

Notice of redemption shall be given in the manmewjaed in Section 1.6, not less than 30 days narenthan 60 days prior to the Redemp
Date to each Holder of Securities to be redeemsddit Holder's address appearing in the Securigysie and such notice shall be
irrevocable.
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All notices of redemption shall include a descoptbf the Securities and shall state:
(1) the Redemption Date,
(2) the Redemption Price, accrued interest to thadelRption Date payable as provided in Section 1flany,

(3) if less than all Outstanding Securities arbeaedeemed, the identification (and, in the cdgmdial redemption, the principal amount) of
the particular Security or Securities to be redeme

(4) in case any Security is to be redeemed ingrdyt, the notice which relates to such Securityldtate that on and after the Redemption
Date, upon surrender of such Security, the holdiéreceive, without a charge, a new Security ociBiies of authorized denominations for
the principal amount thereof remaining unredeemed,

(5) that on the Redemption Date the RedemptioreRnied accrued interest to the Redemption Date p@agalprovided in Section 11.7, if al
will become due and payable upon each such Segarithe portion thereof, to be redeemed and ttiatést thereon shall cease to accrue on
and after said date,

(6) the Place or Places of Payment where such esunaturing after the Redemption Date, are tsureendered for payment of the
Redemption Price and accrued interest, if anyppcénversion,

(7) the CUSIP number of such Security, if any, and

(8) the then existing Conversion Rate, the datetiamel when the option to convert such Securitidse@sedeemed shall expire and the places
where such Securities may be surrendered for ceiorer

Notice of redemption of Securities to be redeentd $e given by the Company or, at the Comparmgsiest, by the Trustee in the name
at the expense of the Company.

SECTION XI.6 Deposit of Redemption Price.

At least one Business Day prior to any RedemptiatePthe Company shall deposit with the Trustegithr a Paying Agent (or, if the
Company is acting as its own Paying Agent, segeegatl hold in trust as provided in

Section 10.3) an amount of money sufficient to payhe Redemption Date the Redemption Price of (exckpt if the Redemption Date st
be an Interest Payment Date) accrued interestiiahgaSecurities or portions thereof which ard¢oredeemed on that date other than any
Securities called for redemption on that date whiatie been converted prior to the date of suchsiepo
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SECTION XI.7 Securities Payable on Redemption Date.

Notice of redemption having been given as aforesha Securities so to be redeemed shall, on themRption Date, become due and pay:
at the Redemption Price therein specified, and faoich after such date (unless the Company shallliéfathe payment of the Redemption
Price and accrued interest in which case the S@=uto be redeemed shall continue to bear intetabie default rate of interest, if any) such
Securities shall cease to bear interest. Upon sdereof any such Security for redemption in accocgawith said notice, such Security shall
be paid by the Company at the Redemption Pricetieg with accrued interest, if any, to the RedéonpDate; provided, however, that
installments of interest on Securities whose StMatlrity is on or prior to the Redemption Datelsha payable to the Holders of such
Securities, or one or more Predecessor Securiigistered as such at the close of business areléneant Record Dates according to their
terms and the provisions of Section 3.7.

If any Security called for redemption shall notdwepaid upon surrender thereof for redemptionr@salt of the failure by the Company to
fund such redemption, the principal of (and premiifrany) and, to the extent permitted by appliedllw, accrued interest on such Security
shall, until paid, bear interest from the Redempiate at a rate of [ ]% per annum and such Secshill remain convertible until the full
Redemption Price and accrued interest shall hage paid or duly provided for.

SECTION XI.8 Securities Redeemed in Part.

Any Security which is to be redeemed only in paglsbe surrendered at a Place of Payment thefefth, if the Company or the Trustee so
requires, due endorsement by, or a written instnirobtransfer in form satisfactory to the Compamgl the Trustee duly executed by, the
Holder thereof or such Holder's attorney duly atittedl in writing) and the Company shall execute #redTrustee shall authenticate and
deliver to the Holder of such Security without seevcharge a new Security or Securities of any@izbd denomination as requested by such
Holder in aggregate principal amount equal to aneiichange for the unredeemed portion of the gral@f the Security so surrendered.

SECTION XI.9 Conversion Arrangement on Call For Begbtion.

In connection with any redemption of the Securjttee Company may arrange for the purchase andecsion of any Securities by an
agreement with one or more investment bankershargurchasers (the "Purchasers") to purchaseSectrities by paying to the Trustee in
trust for the Holders, on or before the Redempbbate, an amount not less than the applicable Retilemrice, together with interest
accrued and unpaid to the Redemption Date, of Saclrities. Notwithstanding anything to the contr@ntained in this Article XI, the
obligation of the Company to pay the Redemptiordlriogether with interest accrued and unpaidédRédemption Date, shall be deemed to
be satisfied and discharged to the extent such ani®go paid by such Purchasers. If such an agreeis entered into (a copy of which shall
be filed with the Trustee prior to the close ofibess on the Business Day immediately prior to the
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Redemption Date), any Securities called for red@nghat are not duly surrendered for conversiothgyHolders thereof may, at the option
of the Company, be deemed, to the fullest extermmitted by law, and consistent with any agreemestgreements with such Purchasers, to
be acquired by such Purchasers from such Holdergrentwithstanding anything to the contrary congdliin this Article XI) surrendered by
such Purchasers for conversion, all as of immelgiaigor to the close of business on the Redempiiate (and the right to convert any such
Securities shall be extended through such timéjestito payment of the above amount as aforegaithe direction of the Company, the
Trustee shall hold and dispose of any such amaaidttp it by the Purchasers to the Holders in Htmaesmanner as it would monies deposited
with it by the Company for the redemption of Setieisi Without the Trustee's prior written consaatarrangement between the Company
and such Purchasers for the purchase and converfsamy Securities shall increase or otherwisecaffiay of the powers, duties,
responsibilities or obligations of the Trustee aisfarth in this Indenture, and the Company agteésdemnify the Trustee from, and hold it
harmless against, any loss, liability or expenssray out of or in connection with any such arramget for the purchase and conversion of
any Securities between the Company and such Punchaiscluding the costs and expenses, includiagamable legal fees, incurred by the
Trustee in the defense of any claim or liabilitiserg out of or in connection with the exercisgperformance of any of its powers, duties,
responsibilities or obligations under this Indestur

ARTICLE Xl

REPURCHASE OF SECURITIES AT THE OPTION
OF HOLDERS UPON THE CHANGE OF CONTROL

SECTION XII.1 Right to Require Repurchase.

In the event that a Change in Control (as heranakefined) shall occur, then each Holder shalehte right, at the Holder's option, but
subject to the provisions of Section 12.2., to nejthe Company to repurchase, and upon the exeoisuch right the Company shall
repurchase, all of such Holder's Securities naetoéore called for redemption, or any portion leé principal amount thereof that is equal to
$1,000 or any integral multiple of $1,000 in exctsseof (provided that no single Securities maydmirchased in part unless the portion of
the principal amount of such Securities to be @uiding after such repurchase is equal to $1,00@tegral multiples of $1,000 in excess
thereof), on the date (the "Repurchase Date")ishéh days after the date of the Company NotiGeirchase price equal to 100% of the
principal amount of the Securities to be repurctigges interest accrued to the Repurchase Daté'lg@purchase Price"); provided, however,
that installments of interest on Securities whosge8 Maturity is on or prior to the RepurchaseeDsdtall be payable to the Holders of such
Securities, or one or more Predecessor Securi@igistered as such on the relevant Record Date@ingao their terms and the provisions of
Section 3.7. Such right to require the repurchdskeoSecurities shall not continue after a disghasf the Company from its obligations with
respect to the Securities in accordance with tbgigion of Article IV unless a Change in Controb#thave occurred prior to such discharge.
At the option of the Company, the
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Repurchase Price may be paid in cash or, subjebettulfillment by the Company of the conditioret forth Section 12.2, by delivery of
shares of Common Stock having a fair market vatpekto the Repurchase Price. Whenever in thisnindle (including Sections 2.2, 3.1, 5.1
(2) and 5.8) there is a reference, in any contextie principal of any Securities as of any tisuggh reference shall be deemed to include
reference to the Repurchase Price payable in respsach Securities to the extent that such Rdmase Price is, was or would be so payable
at such time, and express mention of the RepurdP@dse in any provision of this Indenture shall hetconstrued as excluding the
Repurchase Price in those provisions of this Inglenivhen such express mention is not made; proyitmsever, that for the purposes of
Article XIV such reference shall be deemed to idelueference to the Repurchase Price only to ttemethe Repurchase Price is payable in
cash.

SECTION XII.2 Conditions to The Company's ElecttorPay the Repurchase Price in Common Stock.

The Company may elect to pay the Repurchase Pyidelvery of shares of Common Stock pursuant ttiSe 12.1 if and only if the
following conditions shall have been satisfied:

(1) The shares of Common Stock deliverable in paytrobthe Repurchase Price shall have a fair markiete as of the Repurchase Date of
not less than the Repurchase Price. For purposgsation 12.1 and this

Section 12.2, the fair market value of shares ah@on Stock shall be determined by the Company halll lse equal to 95% of the average
of the Closing Prices Per Share of the Common Sfarcthe five consecutive Trading Days immediatgigceding and including the third
Trading Day prior to the Repurchase Date;

(2) The shares of Common Stock to be issued ugmrechase of Securities hereunder (i) shall notireqegistration under any federal
securities law before such shares may be freehgteaable without being subject to any transfetrigt®ns under the Securities Act upon
repurchase or, if such registration is requiredhseqgistration shall be completed and shall beceffeetive prior to the Repurchase Date,

(i) shall not require registration with or apprbed any governmental authority under any state ¢avany other federal law before such sh
may be validly issued or delivered upon repurclmsgésuch registration is required or such apptorast be obtained, such registration shall
be completed or such approval shall be obtainext pwithe Repurchase Date;

(3) The shares of Common Stock to be issued ugmreckhase of Securities hereunder are, or shall begae, approved for quotation on the
Nasdaqg National Market or listed on a national 6&es exchange, in any case, prior to the Repwelizate; ani

(4) All shares of Common Stock which may be issupdn repurchase of Securities will be issued otihefCompany's authorized but
unissued Common Stock and, will upon issue, be dntyvalidly issued and fully paid and non-assdesad free of any preemptive or
similar rights.
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If all of the conditions set forth in this Secti@f.2 are not satisfied in accordance with the tehaseof, the Repurchase Price shall be paid by
the Company only in cash.

SECTION XII.3 Notices; Method of Exercising Repuask Right, Etc.

(a) Unless the Company shall have theretofore @¢éieredemption all of the Outstanding Securit@sor before the 30th day after the
occurrence of a Change in Control, the Compangtahe request and expense of the Company on orebtife 30th day after such
occurrence, the Trustee, shall give to all HolagrSecurities, in the manner provided in Sectidghriotice (the "Company Notice") of the
occurrence of the Change of Control and of the namase right set forth herein arising as a rebeltdof. The Company shall also deliver a
copy of such Company Notice to the Trustee.

Each notice of a repurchase right shall state:

(i) the Repurchase Date,

(i) the date by which the repurchase right muséxercised pursuant to Section 12.3(b),

(ii) the Repurchase Price, and whether the Re@selPrice shall be paid by the Company in casly delivery of shares of Common Stock,

(iv) a description of the procedure which a Holawerst follow to exercise a repurchase right, andothee or places where such Securities
to be surrendered for payment of the Repurchase Brid accrued interest, if any, to the Repurcbase,

(v) that on the Repurchase Date the Repurchase, Rid accrued and unpaid interest, if any, witldmee due and payable upon each such
Securities designated by the Holder to be repusshand that interest thereon shall cease to accramd after said date,

(vi) the Conversion Rate then in effect, the datevbich the right to convert the principal amouhth® Securities to be repurchased will
terminate and the place or places where such Siesumay be surrendered for conversion, and

(vii) the place or places that the Securities fiediie with the Election of Holder to Require Reghase as specified in Section 2.2 shall be
delivered.

No failure of the Company to give the foregoingioes or defect therein shall limit any Holder'shtigp exercise a repurchase right or af
the validity of the proceedings for the repurchas8ecurities.

If any of the foregoing provisions or other prowiss of this Article VIII are inconsistent with apgable law, such law shall govern.
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(b) To exercise a repurchase right, a Holder steiVer to the Trustee on or before the 30th dégrdhe date of the Company Notice (i)
written notice of the Holder's exercise of suclhtigvhich notice shall set forth the name of théddg the principal amount of the Securities
to be repurchased (and, if any Securities is tandmased in part, the serial number thereof, thigqroof the principal amount thereof to be
repurchased and the name of the Person in whichdtimn thereof to remain Outstanding after siggiurchase is to be registered) and a
statement that an election to exercise the repaechight is being made thereby, and, in the evaitthe Repurchase Price shall be paid in
shares of Common Stock, the name or names (witteaslels) in which the certificate or certificatesdoares of Common Stock shall be
issued, and (ii) the Securities with respect tocltihe repurchase right is being exercised. Sudtewmotice shall be irrevocable, except that
the right of the Holder to convert the Securitighwespect to which the repurchase right is bexegrcised shall continue until the close of
business on the Repurchase Date.

(c) In the event a repurchase right shall be egectin accordance with the terms hereof, the Cognghall pay or cause to be paid to the
Trustee the Repurchase Price in cash or sharegrofron Stock, as provided above, for payment tdHthiler on the Repurchase Date or, if
shares of Common Stock are to be paid, as prorafily the Repurchase Date as practicable, togefitteaccrued and unpaid interest to the
Repurchase Date payable with respect to the Smxsuais to which the repurchase right has beenierergrovided, however, that
installments of interest that mature on or prioth® Repurchase Date shall be payable in castetbldlders of such Securities, or one or v
Predecessor Securities, registered as such aliotbe af business on the relevant Regular Record.O&te Company covenants that, if the
Repurchase Price is to be paid in cash, at le@sBosiness Day prior to the Repayment Date ita@jposit with the Trustee or with a Paying
Agent (or, if the Company is acting as its own Rgylgent, segregate and hold in trust as providegeiction 10.3) an amount of money
sufficient to pay the principal of, and (excepthié Repayment Date shall be an Interest Paymewef) Batrued interest on, all the Securities or
portions thereof, as the case may be, to be repagiich Repayment Date.

(d) If any Securities (or portion thereof) surreredfor repurchase shall not be so paid on the Rbpse Date, the principal amount of such
Securities (or portion thereof, as the case mayhal), until paid, bear interest to the extennhuted by applicable law from the Repurchase
Date at the rate of [ 1% per annum, and each Siesishall remain convertible into Common Stockluhe principal of such Securities (or
portion thereof, as the case may be) shall have pa#l or duly provided for.

(e) Any Securities which is to be repurchased @mlyart shall be surrendered to the Trustee (vfithe Company or the Trustee so requires,
due endorsement by, or a written instrument ofstianin form satisfactory to the Company and thesTee duly executed by, the Holder
thereof or such Holder's attorney duly authorizediiting), and the Company shall execute, andTthsstee shall authenticate and make
available for delivery to the Holder of such Setes without service charge, a new Security or 8ges, containing identical terms and
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conditions, each in an authorized denominatiorggr@gate principal amount equal to and in exchdogthe unrepurchased portion of the
principal of the Securities so surrendered.

(f) Any issuance of shares of Common Stock in respethe Repurchase Price shall be deemed to bheee effected immediately prior to the
close of business on the Repurchase Date and therPar Persons in whose name or names any cetéifar certificates for shares of
Common Stock shall be issuable upon such repurdiadkbe deemed to have become on the Repurcletsdti® holder or holders of rect

of the shares represented thereby; provided, hawthat any surrender for repurchase on a date wWieestock transfer books of the
Company shall be closed shall constitute the Pessétersons in whose name or names the certificatertificates for such shares are to be
issued as the record holder or holders thereddlfguurposes at the opening of business on thesquexteeding day on which such stock
transfer books are open. No payment or adjustnteit lse made for dividends or distributions on &gmmon Stock issued upon repurchase
of any Securities declared prior to the Repurclete.

(9) No fractions of shares shall be issued uponndase of Securities. If more than one Securigll §fe repurchased from the same Holder
and the Repurchase Price shall be payable in sbhaf@esmmon Stock, the number of full shares whichllsbe issuable upon such repurchase
shall be computed on the basis of the aggregateipal amount of the Securities so repurchasedtkeddsof any fractional share of Common
Stock which would otherwise be issuable on the repase of any Securities or Securities, the Compalhgeliver to the applicable Holder

its check for the current market value of suchtfoaal share. The current market value of a fractiba share is determined by multiplying
the current market price of a full share by thetien, and rounding the result to the nearest demtpurposes of this Section, the current
market price of a share of Common Stock is thei@tpRrice Per Share of the Common Stock on theifigaday immediately preceding the
Repurchase Date.

(h) Any issuance and delivery of certificates foaies of Common Stock on repurchase of Securthial$ lse made without charge to the
Holder of Securities being repurchased for suctifcates or for any tax or duty in respect of thguance or delivery of such certificates or
the Securities represented thereby; provided, hewéhat the Company shall not be required to paytax or duty which may be payable in
respect of (i) income of the Holder or (ii) anyriséer involved in the issuance or delivery of dedites for shares of Common Stock in a n
other than that of the Holder of the Securitiesigeepurchased, and no such issuance or delivatytshmade unless and until the Person
requesting such issuance or delivery has paide&ttmpany the amount of any such tax or duty oektablished, to the satisfaction of the
Company, that such tax or duty has been paid.

(i) All Securities delivered for repurchase shaldelivered to the Trustee to be canceled at tleetibn of the Trustee, which shall dispose of
the same as provided in Section 3.9.

SECTION XII.4 Certain Definitions.
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For purposes of this Article XII,

(1) the term "beneficial owner" shall be determiiedccordance with Rule 13d-3, as in effect ondate of the original execution of this
Indenture, promulgated by the Commission pursuatii¢ Exchange Act;

(2) a "Change in Control" shall be deemed to haerioed at the time, after the original issuancehefSecurities, of:

(i) the acquisition by any Person (including anpdigate or group deemed to be a "person” undeid®et8(d)(3) of the Exchange Act as in
effect on the date of the original execution o$ttndenture) of beneficial ownership, directly ndirectly, through a purchase, merger or o
acquisition transaction or series of transactiofishares of Capital Stock of the Company entitéogh person to exercise 50% or more o
total voting power of all shares of Capital Sto¢klee Company entitled to vote generally in theettms of directors (or persons holding a
similar function), other than any such acquisitignthe Company, any subsidiary of the Company greanployee benefit plan of the
Company; or

(il) any consolidation of the Company with, or mergf the Company into, any other Person, any meranother Person into the Compa

or any conveyance, sale, transfer, lease or oilposition of all or substantially all of the assef the Company to another Person (other thar
(a) any such transaction (x) which does not réawdny reclassification, conversion, exchange oiceHation of outstanding shares of Capital
Stock of the Company and (y) pursuant to whichhiblelers of the Common Stock immediately prior tolstransaction have the entitlement
to exercise, directly or indirectly, 50% or moretloé total voting power of all shares of Capitadt entitled to vote generally in the election
of directors (or persons holding a similar funcjiofithe continuing or surviving corporation immaiily after such transaction and (b) any
merger which is effected solely to change the licison of incorporation of the Company and resirita reclassification, conversion or
exchange of outstanding shares of Common Stockswitly shares of common stock of the survivingtgnt

provided, however, that a Change in Control shailbe deemed to have occurred if the Closing Sadieg Per Share of the Common Stock
for any five Trading Days within the period of 16nsecutive Trading Days ending immediately afterlgier of the Change in Control or the
public announcement of the Change in Control (endase of a Change in Control under clause (i) @bowvthe period of 10 consecutive
Trading Days ending immediately before the Changgantrol (in the case of a Change in Control uratieuse (ii) above) shall equal or
exceed 105% of the Conversion Price of the Seeariti effect on each such Trading Day; and

(3) the term "Closing Price Per Share" means, wipect to the Common Stock, for any day, (i) &t teported sale price regular way on
Nasdaq National Market or, (ii) if the Common Staekot listed on the Nasdaq National Market, tst teported sale pri
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regular way per share or, in case no such repgeksdtakes place on such day, the average of ploeteel closing bid and asked prices regular
way, in either case, on the principal national sées exchange on which the Common Stock is listeddmitted to trading, or (iii) if the
Common Stock is not quoted on the Nasdaq Natioreak®t or listed or admitted to trading on any naicsecurities exchange, the averac
the closing bid prices in the over-the-counter retds furnished by any Nasdaq National Market meritm selected from time to time by
the Company for that purpose.

SECTION XII.5 Consolidation, Merger, Etc.

In the case of any consolidation, merger, convegasale, transfer or lease of all or substantallpf the assets of the Company to which
Section 14.11 applies, in which the Common StocthefCompany is changed or exchanged as a resuliia right to receive shares of stock
and other securities or property or assets (innpdash) which includes shares of Common StockefXompany or common stock of
another Person that are, or upon issuance witrdged on a United States national securities exgdar approved for trading on an
established automated over-the-counter trading evamkthe United States and such shares constitutes time such change or exchange
becomes effective in excess of 50% of the aggrdgatearket value of such shares of stock andratbeurities, property and assets
(including cash) (as determined by the Companyckvidetermination shall be conclusive and bindititgn the Person formed by such
consolidation or resulting from such merger or coration or which acquires the properties or as§etduding cash) of the Company, as the
case may be, shall execute and deliver to the 8eussupplemental indenture (which shall complywhie Trust Indenture Act as in force at
the date of execution of such supplemental indejitonodifying the provisions of this Indenture ré&igtto the right of Holders to cause the
Company to repurchase the Securities following ar@e in Control, including without limitation theg@licable provisions of this Article XII
and the definitions of the Common Stock and Changeontrol, as appropriate, and such other reldidhitions set forth herein and in the
Indenture as determined in good faith by the Comgaich determination shall be conclusive and bigyl to make such provisions apply
in the event of a subsequent Change of Contrdléabmmon stock and the issuer thereof if diffefeh the Company and Common Stock
of the Company (in lieu of the Company and the Cami8tock of the Company).

ARTICLE XllI
SUBORDINATION
SECTION XIIl.1 Agreement to Subordinate.

The Company agrees, and each Holder by acceptBegarity agrees, that the indebtedness evidencéuegecurities is subordinated in ri
of payment, to the extent and in the manner pralidehis Article, to the prior payment in full tash of all Senior Debt and that the
subordination is for the benefit of the holdersSehior Debt.

SECTION XIII.2 Liquidation; Dissolution; Bankruptcy

77



Upon any distribution to creditors of the Compamyiliquidation or dissolution of the Company oaibankruptcy, reorganization,
insolvency, receivership or similar proceedingtiatato the Company or its property:

(1) Senior Debt shall be entitled to receive paynierfull in cash of the principal of (and premiuihany) and interest (including all interest
accruing after the commencement of any such batdyu similar proceeding) to the date of paymeantlee Senior Debt before Holders
shall be entitled to receive any payment of priatgf or interest on Securities;

(2) until the Senior Debt is paid in full in castmy distribution to which Holders would be entitleat for this Article shall be made to holders
of Senior Debt as their interests may appear, éxbapHolders may receive securities that are libated in right of payment to Senior D
to at least the same extent as the Securities; and

(3) the Trustee is entitled to rely upon an ordedexree of a court of competent jurisdiction aedificate of a bankruptcy trustee or other
similar official for the purpose of ascertaining thersons entitled to participate in such distrdsytthe holders of Senior Debt and other
Company debt, the amount thereof or payable thesiadrall other pertinent facts relating to the Tea’s obligations under this Article XIlII.

The consolidation of the Company with, or the mefghe Company into, another Person or the ligtitoh or dissolution of the Company
following the conveyance or transfer of its pro=tand assets substantially as an entirety tdhan®terson upon the terms and conditions se
forth in Article VIII shall not be deemed a disstidun, winding up, liquidation, reorganization, agsinent for the benefit of creditors or
marshaling of assets and liabilities of the Compfanyhe purposes of this

Section if the Person formed by such consolidadioimto which the Company is merged or which acegilny conveyance, transfer, lease,

or other disposition such properties and assets &htirety or substantially as an entirety, asctse may be, shall, as a part of such
consolidation, merger, conveyance or transfer, dpmjih the conditions set forth in Article VIII.

SECTION XIII.3 No Payment in Certain Circumstand@ayment over of Proceeds

No payment shall be made with respect to the gral@f, or premium, if any, or interest on the Sé@s (including, but not limited to, tt
Redemption Price with respect to the Securitidsetaalled for redemption in accordance with Artleor the Repurchase Price with respect
to Securities submitted for repurchase in accorglavith Article XII), except payments and distritarts made by the Trustee as permitted by
Section 13.11, if:

(i) a default in the payment of principal, premiufrany, or interest (including a default under aapurchase or redemption obligation) or
other amounts with respect to any Senior Debt agcand is continuing (or, in the case of Senior Debwhich there is a period of grace, in
the event of such a default that continues beybageriod of grace,
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if any, specified in the instrument, agreementaisk evidencing such Senior Debt) unless andsuii default shall have been cured or
waived or shall have ceased to exist; or

(i) a default, other than a payment default, op Besignated Senior Debt occurs and is continuiag then permits holders of such
Designated Senior Debt to accelerate its maturitythe Trustee receives a notice of the defaulPéyment Blockage Notice") from a holder
of such Designated Senior Debt or any other peestitied to give such notice under this Indenture.

If the Trustee receives any Payment Blockage Ngtigsuant to clause (ii) above, no subsequent PatyBleckage Notice shall be effective
for purposes of this Section unless and until (Aeast 365 days shall have elapsed since thalieffiectiveness of the immediately prior
Payment Blockage Notice, and (B) all scheduled payshof principal, premium, if any, and interesttba Securities that have come due t
been paid in full in cash. No nonpayment defaudt #xisted or was continuing on the date of dejivdrany Payment Blockage Notice to the
Trustee shall be, or be made, the basis for a qubs¢ Payment Blockage Notice.

The Company may and shall resume payments on atrébdiions in respect of the Securities upon tdier of:
(1) In the case of default referred to in claujalfiove, the date upon which the default is curesladved or ceases to exist, or

(2) in the case of a default referred to in clafii3@bove, the earlier of the date on which thepeyment default is cured or waived or 179
days after the date on which the Trustee recehe®ayment Blockage Notice, if the maturity of sDasignated Senior Debt has not been
accelerated,

unless this Article otherwise prohibits the paymandistribution at the time of such payment otritsition.
SECTION XIll.4 Prior Payment of Senior Debt Uponciteration of Securities.

In the event of the acceleration of the principakive Securities because of an Event of Defaulpaymnent or distribution shall be made to
the Trustee or any holder of Securities in respéttie principal of, premium, if any, or interest the Securities (including, but not limited to,
the Redemption Price with respect to the Securitzdied for redemption in accordance with ArticleoX the Repurchase Price with respec
the Securities submitted for repurchase in accamlarith Article XlI), except payments and distrilauts made by the Trustee as permitted by
this Article, until all Senior Debt has been paidill in cash or other payment satisfactory tohbélers of Senior Debt or such acceleratic
rescinded in accordance with the terms of this titaie.

SECTION XIII.5 When Distribution Must Be Paid Over.
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If a distribution is made to Holders that becausthis Article should not have been made to thdm,Holders who receive the distribution
shall hold it in trust for holders of Senior Delbidgpay it over to them as their interests may appea

SECTION XIII.6 Reliance on Judicial Order or Cadifte of Liquidating Agent.

Upon any payment or distribution of assets of thenfany referred to in this Article, the Trusteeyjeat to the provisions of Section 6.2, and
the Holders of the Securities shall be entitlecety upon any order or decree entered by any adurdmpetent jurisdiction in which such
insolvency, bankruptcy, receivership, liquidatioegrganization, dissolution, winding up or simitase or proceeding is pending, or a
certificate of the trustee in bankruptcy, receiVigyidating trustee, custodian, assignee for tedfit of creditors, agent or other Person
making such payment or distribution, deliveredh® Trustee or to the Holders of Securities, forghgose of ascertaining the Persons
entitled to participate in such payment or disttita, the holders of the Senior Debt and other le@ness of the Company, the amount
thereof or payable thereon, the amount or amouaitsqr distributed thereon and all other factsiperit thereto or to this Article.

SECTION XIII.7 Subrogation.

Subject to the payment in full of all Senior Dehg Holders of the Securities shall be subrogaidtié extent of the payments or distributions
made to the holders of such Senior Debt pursuathet@rovisions of this Article to the rights oktholders of such Senior Debt to receive
payments and distributions of cash, property acdritéies applicable to the Senior Debt until thinpipal of (and premium, if any) and
interest on the Securities shall be paid in fullt purposes of such subrogation, no payments titidisons to the holders of the Senior Debt
of any cash, property or securities to which thédeis of the Securities or the Trustee would béledtexcept for the provisions of this
Article, and no payments over pursuant to the siownss of this Article to the holders of Senior DbtHolders of the Securities or the
Trustee, shall, as among the Company, its creditibrsr than holders of Senior Debt and the Holdéthe Securities, be deemed to be a
payment or distribution by the Company to or onoaett of the Senior Debt.

SECTION XIII.8 Relative Rights.

This Article XIII defines, and is intended soletydefine, the relative rights of Holders of Sedastand holders of Senior Debt. Nothing
contained in this Indenture or the Securities shalll

(1) impair, as between the Company and Holdersofifties, the obligation of the Company, whicllsolute and unconditional, to pay
principal of, premium, if any, and interest on Becurities as and when the same shall become dugagable in accordance with their ter
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(2) affect the relative rights against the Compafhiiolders of Securities and creditors of the Conypather than holders of Senior Debt; or

(3) prevent the Trustee or any Holder of any Ségfiom exercising its available remedies upondbeurrence of a default or an Event of
Default, subject to the rights of holders of Serebt to receive cash, property and securitiesraise payable to Holders of Securities.

If the Company fails because of this Article to gmincipal of, premium, if any, or interest on ac8ety as and when the same shall become
due and payable, the failure is still a default.

SECTION XIII.9 Subordination May Not Be Impaired Byompany.

No right of any holder of Senior Debt to enforce ubordination of the indebtedness evidenced égéturities shall be impaired by any
or failure to act by the Company or by its failtmecomply with this Indenture.

SECTION XI11.10 Distribution or Notice to Represative.

Whenever a distribution is to be made or a notigergto holders of Senior Debt, the distributionynb@ made and the notice given to their
Representative.

SECTION XIll.11 Rights of Trustee and Paying Agent.

The Trustee or any Paying Agent may continue toemlyments on the Securities until it receivesteminotice of facts that would cause a
payment of principal of or interest on the Secesitio violate the Article. Only the Company, a Rspntative or a Holder of an issue of
Senior Debt that has no Representative may givevthigen notice.

The Trustee has no fiduciary duty to the holderSerfior Debt other than as created under this lndenThe Trustee in its individual or any
other capacity may hold Senior Debt with the saiglets it would have if it were not Trustee.

The Company's obligation to pay, and the Compgrgysnent of, the Trustee's fees pursuant to Se6tidare excluded from the operation of
this Article XIII.

SECTION XIII.12 Notice to Trustee.

The Company shall give prompt written notice to Tihestee of any fact known to the Company which Miquiohibit the making of any
payment to or by the Trustee in respect of the @@&s1 Notwithstanding the provisions of this Até or any other provision of this Indentt
the Trustee shall not be charged with knowledgdefexistence of any facts which would prohibit thaking of any payment to or by the
Trustee in respect of the Securities,
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unless and until a Responsible Officer of the Teesthall have received written notice thereof ftbemCompany or a Representative or a
holder of Senior Debt (including, without limitatipa holder of Designated Senior Debt) and, padhe receipt of any such written notice,
the Trustee, subject to the provisions of Sectidd Gshall be entitled in all respects to assuraerb such facts exist; provided, however, that
if a Responsible Officer of the Trustee shall n@tdreceived the notice provided for in this Secfi8.12 at least two Business Days prior to
the date upon which by the terms hereof any monay Ilecome payable for any purpose (including, wittinnitation, the payment of the
principal of (and premium, if any) or interest any&Becurity), then, anything herein contained dbntrary notwithstanding, the Trustee
shall have full power and authority to receive saamey and to apply the same to the purpose foctwéiich money was received and shall
not be affected by any notice to the contrary whiedy be received by a Responsible Offer of the fErikess than two Business Days prior to
such date.

Notwithstanding anything in this Article XllI to éhcontrary, nothing shall prevent any payment leyTthustee to the Holders of mon
deposited with it pursuant to Section 4.1, andsugh payment shall not be subject to the provistdr®ections 13.2, 13.3 and 13.4.

Subject to the provisions of Section 6.14, the Taashall be entitled to rely on the delivery tofia written notice by a Person representing
himself to be a Representative or a holder of Sdbébt (including, without limitation, a holder Bfesignated Senior Debt) to establish that
such notice has been given by a Representativdoldar of Senior Debt (including, without limitati, a holder of Designated Senior Debt).
In the event that the Trustee determines in goitk fiaat further evidence is required with resgedhe right of any Person as a holder of
Senior Debt to participate in any payment or disttion pursuant to this Article, the Trustee mayuest such Person to furnish evidence to
the reasonable satisfaction of the Trustee asetartount of Senior Debt held by such Person, tteneto which such Person is entitled to
participate in such payment or distribution and ather facts pertinent to the rights of such Perswter this Article, and if such evidence is
not furnished, the Trustee may defer any paymestithh Person pending judicial determination abéaright of such Person to receive such
payment.

SECTION XIII.13 Payment Permitted If No Default.

Nothing contained in this Article XIII or elsewherethis Indenture or in the Securities shall prev@) the Company, at any time exc
during the pendency of any case, proceeding, diteal liquidation or in a bankruptcy, reorganipati insolvency, receivership or similar
proceeding referred to in Section 13.2, duringdineumstance referred to in the first paragrapBedtion 13.3 or under the conditions
described in

Section 13.4 hereof, from making payments at ang of principal of (and premium, if any) or interes the Securities (including, but not
limited to, the Redemption Price with respect t Securities called for redemption in accordanah witicle XI or the Repurchase Price
with respect to the Securities submitted for repase in accordance with Article XII), or (b) thephgation by the Trustee of any money
deposited with it hereunder to the payment of oactount of the principal of (and premium, if apy)nterest on the Securities (including,
but not limited to, the Redemption Price with restpe
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to the Securities called for redemption in accooganith Article XI or the Repurchase Price withpest to the Securities submitted for
repurchase in accordance with Article XII) or tleéention of such payment by the Holders, if, attiime of such application by the Trustee, it
did not have knowledge that such payment would lesn prohibited by the provisions of this Article.

SECTION XIIl.14 Trustee to Effectuate Subordination

Each Holder of a Securities by its acceptance tfiengthorizes and directs the Trustee on its babatike such action as may be necessary ol
appropriate to effectuate the subordination praviaethis Article and appoints the Trustee its @téy-in-fact for any and all such purposes.

SECTION XIlI.15 Reliance by Holders of Senior Delot Subordination Provisions.

Each Holder by accepting a Securities acknowledgésagrees that the foregoing subordination prongsare, and are intended to be, an
inducement and a consideration to each holdery&amior Debt, whether such Senior Debt was createdquired before or after the
issuance of the Securities, to acquire and contiatmId, or to continue to hold, such Senior Deatd such holder of Senior Debt shall be
deemed conclusively to have relied on such subatidin provisions in acquiring and continuing todyadr in continuing to hold, such Senior
Debt, and no amendment or modification of the miavis contained herein shall diminish the rightswth holders of Senior Debt unless ¢
holders shall have agreed in writing thereto.

SECTION XIII.16 Rights of Trustee as Holder of SariDebt; Preservation of Trustee's Rights.

The Trustee in its individual capacity shall beitted to all the rights set forth in this Articleithy respect to any Senior Debt which may at any
time be held by it, to the same extent as any dibkter of Senior Debt, and nothing in this Indeeatshall deprive the Trustee of any of its
rights as such holder. Nothing in this Article $lzgply to claims of, or payments to, the Trusteder or pursuant to Section 6.6 hereof.

SECTION XIII.17 Article Applicable to Paying Agents

In case at any time any Paying Agent other thaTthstee shall have been appointed by the Compaghypea then acting hereunder, the term
"Trustee" as used in this Article shall in suchec@mless the context otherwise requires) be coadtas extending to and including such
Paying Agent within its meaning as fully for altémts and purposes as if such Paying Agent wer@damthis Article in addition to or in
place of the Trustee; provided, however, that $acti3.16 shall not apply to the Company or anylit# of the Company if it or such
Affiliate acts as Paying Agent.

SECTION XII1.18 Determination of Certain Converssoand Repurchases as Payments.
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For the purposes of this Article only, (a) the &ste and delivery of junior securities upon (i) wension of Securities in accordance with
Article XIV or (ii) the repurchase of Securitiesaecordance with Article VIII, shall not be deentectonstitute a payment or distribution on
account of the principal of, or premium or interest Securities or on account of the purchaser@racquisition of the Securities, and (b)
payment, issuance or delivery of cash (excepttisfaation of fractional shares pursuant to SecfidrB), property or securities (other than
junior securities) upon conversion of a Securigieall be deemed to constitute payment on accouthiegbrincipal of such Securities. For
purposes of this Section, the term "junior secesitimeans (i) shares of any stock of any classeoCompany and securities into which the
Securities are convertible pursuant to Article Xivthe terms of the Securities and (ii) securitifthe Company which are subordinated in
right of payment to all Senior Debt which may béstanding at the time of issuance or delivery @hssecurities to substantially the same
extent as, or to a greater extent than, the Sexzigte so subordinated as provided in this Artidigthing contained in this Article or
elsewhere in this Indenture or in the Securitigatisnded to or shall impair, as among the Compasygreditors other than holders of Senior
Debt and the Holders of the Securities, the rigiiich is absolute and unconditional, of the Holoany Securities to convert such Securi
in accordance with Article XIV or to exchange s8#curities for Common Stock in accordance withdetXll if the Company elects to
satisfy the obligations under Article XII by thelidery of Common Stock.

ARTICLE XIV
CONVERSION OF SECURITIES
SECTION XIV.1 Conversion Privilege And ConversioatB.

Subject to and upon compliance with the provisiohthis Article, at the option of the Holder thefeany Security or any portion of the
principal amount thereof which is $1,000 or angn& multiple of $1,000 may be converted at thagpal amount thereof, or of such portion
thereof, into fully paid and nonassessable shamsulated as to each conversion to the neare80 bfla share) of Common Stock of the
Company, at the Conversion Rate, determined asnadter provided, in effect at the time of conversiSuch conversion right shall
commence at anytime following the original issuteds the Securities and expire at the close ofn@ss on the Business Day immediately
preceding the date of Maturity of such Securitiease a Security or portion thereof is calledréatemption (or delivered for repurchase, if
applicable), such conversion right in respect ef $fecurity or portion so called shall expire atdlwese of business on the Business Day
immediately preceding the Redemption Date or Repage Date, if applicable, unless the Company dsfaumaking the payment due upon
redemption or repurchase, if applicable. The ratetdch shares of Common Stock shall be deliveqgahuconversion (the "Conversion Ra
shall be initially shares of Commorcisfor each $1,000 principal amount of the SeasitiTrhe Conversion Rate shall be
adjusted in certain instances as provided in tinicie XIV.
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SECTION XIV.2 Exercise Of Conversion Privilege.

In order to exercise the conversion privilege,ttudder of any Security to be converted shall sutegrsuch Security, duly endorsed in blank
or assigned to the Company at any office or agefitge Company, maintained for that purpose pursteaSection 10.2 accompanied by a
duly signed notice of conversion substantiallyhia form set forth in Section 2.4 stating that tredddr elects to convert such Security or, if
less than the entire principal amount thereof isd@onverted, the portion thereof to be conve®adurities surrendered for conversion
during the period from the close of business onRegular Record Date next preceding any Interegini@at Date to the opening of business
on such Interest Payment Date shall (except icéise of Securities or portions thereof which haaenicalled for redemption or are eligible
to be delivered for repurchase, the conversiontsighwhich would terminate between such RegularoRe Date and the close of business on
such Interest Payment Date) be accompanied by payimdlew York Clearing House funds or other fuadseptable to the Company of an
amount equal to the interest payable on such Istt&a&yment Date on the principal amount of Seesribeing surrendered for conversion.
Except as provided in the preceding sentence dnjdduo the last paragraph of

Section 3.7, no payment or adjustment shall be mmade any conversion on account of any interestugccon the Securities surrendered for
conversion or on account of any dividends on them@on Stock issued upon conversion.

Securities shall be deemed to have been convenegdiately prior to the close of business on thealaurrender of such Securities for
conversion in accordance with the foregoing pravisi and at such time the rights of the Holdersush Securities as Holders shall cease
the Person or Persons entitled to receive the CanBback issuable upon conversion shall be treatedlf purposes as the record holder or
holders of such Common Stock at such time. As ptlyngs practicable on or after the conversion déie Company shall issue and shall
deliver to the Trustee a certificate or certificater the number of full shares of Common Stoclkadde upon conversion, together with
payment in lieu of any fraction of a share, as fatest in Section 14.3. Such certificate or certiisashall be sent by the Trustee, if applicable,
to the Conversion Agent for delivery to the PersoPersons entitled to receive the Common Stocthdrcase of any Security which is
converted in part only, upon such conversion themm@any shall execute and the Trustee shall auttedatand deliver to the Holder thereof, at
the expense of the Company, a new Security or 8esuof authorized denominations in aggregateqgiial amount equal to the unconverted
portion of the principal amount of such Security.

SECTION XIV.3 Fractions Of Shares.

No fractional shares of Common Stock shall be idaygon conversion of any Security or Securitiesadfre than one Security shall
surrendered for conversion at one time by the ddatder, the number of full shares which shall Is&ble upon conversion thereof shall be
computed on the basis of the aggregate principaluatof the Securities (or specified portions thérso surrendered. Instead of any
fractional share of Common Stock which would othiseabe issuable upon conversion of any Securiyeaurities (or specified portions
thereof), the
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Company will deliver to the applicable Holder itseck for the current market value of such fractiaiare. The current market value of a
fraction of a share is determined by multiplying tturrent market price of a full share by the fmctand rounding the result to the nearest
cent. For purposes of this Section, the currenkatarice of a share of Common Stock is the Clo§irige Per Share of the Common Stock
on the Trading Day immediately preceding the détoaversion.

SECTION XIV.4 Adjustment Of Conversion Rate.
The Conversion Rate shall be subject to adjustinent time to time as follows:

(1) In case the Company shall pay or make a diddsrother distribution on any class of Capitalc&tof the Company payable in shares of
Common Stock, the Conversion Rate in effect abftening of business on the day following the diatedffor the determination of
stockholders entitled to receive such dividendtbeodistribution shall be increased by dividinglsonversion Rate by a fraction of which
the numerator shall be the number of shares of Cam®tock outstanding at the close of business emuldite fixed for such determination ¢
the denominator shall be the sum of such numbshafes and the total number of shares constitstio dividend or other distribution, such
increase to become effective immediately prioh® dpening of business on the day following the diaed for such determination. For the
purposes of this paragraph (1), the number of shair€ommon Stock at any time outstanding shalimdtide shares held in the treasury of
the Company but shall include shares issuablesiperat of scrip certificates issued in lieu of fiaes of shares of Common Stock. The
Company will not pay any dividend or make any disttion on shares of Common Stock held in the treasf the Company.

(2) Subject to paragraph 9 of this Section 14.4ase the Company shall issue rights, options orants to all holders of its Common Stock
(other than any rights, options or warrants thathajr terms will also be issued to any Holder uponversion of a Security into Common
Stock without any action required by the Compangiroy other person) entitling them to subscribeofopurchase shares of Common Stock at
a price per share less than the current market pec share (determined as provided in paragraph

(10) of this Section 14.4) of the Common Stocklu date fixed for the determination of stockholdarttled to receive such rights, options
or warrants, the Conversion Rate in effect at fening of business on the day following the datedifor such determination shall be
increased by dividing such Conversion Rate by etifva of which the numerator shall be the numbeshares of Common Stock outstanding
at the close of business on the date fixed for siatbrmination plus the number of shares of Com8tock which the aggregate of the
offering price of the total number of shares of @oom Stock so offered for subscription or purchaseld purchase at such current market
price per share and the denominator shall be thebeuof shares of Common Stock outstanding atldsemf business on the date fixed for
such determination plus the number of shares off@@mStock so offered for subscription or purchaseh increase to become effective
immediately prior to the opening of business ondag following the date fixed for such determinati&or the purposes of this paragraph (2),
the number of shares of Common Stock at
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any time outstanding shall not include shares hettie treasury of the Company but shall includereb issuable in respect of scrip
certificates issued in lieu of fractions of shavé€ommon Stock. The Company will not issue anhtsgoptions or warrants in respect of
shares of Common Stock held in the treasury oCtmpany.

(3) In case outstanding shares of Common Stock seaubdivided into a greater number of shareSashmon Stock, the Conversion Rate
effect at the opening of business on the day faligvthe day upon which such subdivision becomescétffe shall be proportionately
increased, and, conversely, in case outstandimgslod Common Stock shall be combined into a smallenber of shares of Common Stock,
the Conversion Rate in effect at the opening ofrtass on the day following the day upon which scaimbination becomes effective shall be
proportionately reduced, such reduction or increas¢he case may be, to become effective imméyliaier to the opening of business on
the day following the day upon which such subdoensor combination becomes effective.

(4) In case the Company shall, by dividend or otlies, distribute to all holders of its Common Stoslkares of any class of its Capital Stock,
evidences of its indebtedness, cash or other a@selisding securities, but excluding (a) any righaptions or warrants referred to in
paragraph

(2) of this Section, (b) any dividend or distrilartipaid exclusively in cash, (c) any dividend @tdlbution referred to in paragraph (1) of this
Section and (d) any distributions referred to iragaaph (5) of this Section), the Conversion Ratdl e adjusted so that the same shall equa
the price determined by dividing the ConversioneRateffect immediately prior to the close of biesis on the date fixed for the
determination of stockholders entitled to receivetsdistribution by a fraction of which the numeraghall be the current market price per
share (determined as provided in paragraph (1igfSection) of the Common Stock on the date fifseduch determination less the then
fair market value (as determined by the Board e&&ibrs, whose determination shall be conclusivedescribed in a Board Resolution filed
with the Trustee) of the portion of the assetsreshaf Capital Stock or evidences of indebtednestistributed applicable to one share of
Common Stock and the denominator shall be suckerumarket price per share of the Common Stocky adgustment to become effective
immediately prior to the opening of business ondag following the date fixed for the determinatiminstockholders entitled to receive such
distribution.

(5) In case the Company shall, by dividend or otlies, distribute to all holders of its Common Staeelsh (excluding any cash that is
distributed upon a merger or consolidation to wiSettion 14.11 applies or as part of a distributeferred to in paragraph (4) of this Section
other than those referenced in the first parerthktiontained therein) in an aggregate amount ¢oatpined together with:

(a) the aggregate amount of any other distributtoredl holders of its Common Stock made exclugivelcash within the 12 months
preceding the date of payment of such distribugind in respect of which no adjustment pursuartitogaragraph (5) has been made, and
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(b) the aggregate of any cash plus the fair mar&lete (as determined by the Board of Directors, sehtetermination shall be conclusive and
described in a Board Resolution filed with the Tee3 of consideration payable in respect of angéenffer by the Company or any of its
subsidiaries for all or any portion of the Commadac® concluded within the 12 months preceding thie @f payment of such distribution ¢

in respect of which no adjustment pursuant to parzy (6) of this Section has been made (the amafunich cash distribution together with
the amounts described in clauses (a) and (b) abewg referred to herein as the "Aggregate Castribugion Amount™),

exceeds 10% of the product of (i) the current migpkiee per share of the Common Stock on the datéhe determination of holders of she

of Common Stock entitled to receive such distrilmtitimes (ii) the number of shares of Common Stmdistanding on such date (the amount
by which the Aggregate Cash Distribution Amounteeds 10% of the product of the amounts describethirses (i) and (ii) above being
referred to herein as the "Excess Amount"), thed,ia each such case, immediately after the clbbeginess on such date for determination,
the Conversion Rate shall be increased in accoedaitb the following formula:

EA
AC=CR)M-//O//IIM/]Where:
AC = the adjusted Conversion Rate.

CR =the Conversion Rate in effect immediately ptiothe close of business on the date fixed féereination of the stockholders entitlec
receive the applicable distribution.

M = the current market price per share (determasegdrovided in paragraph (10) of this Sectionhef Common Stock on the date fixed for
determination of the stockholders entitled to reed¢he applicable distribution.

EA = the Excess Amount.

O = the number of shares of Common Stock outstgnaiinthe date fixed for determination of the stadélkrs entitled to receive the
distribution.

(6) In case a tender offer made by the CompanyyiSaibsidiary for all or any portion of the Commstock shall expire and such tender
offer (as amended upon the expiration thereof)l sbqlire the payment to stockholders (based omtiseptance (up to any maximum
specified in the terms of the tender offer) of Piased Shares (as defined below)) of an aggregasidesation having a fair market value (as
determined by the Board of Directors, whose deteation shall be conclusive and described in a B&asblution filed with the Trustee) tt
combined together with:
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(a) the aggregate of the cash plus the fair maskiee (as determined by the Board of Directors, sehdetermination shall be conclusive and
described in a Board Resolution filed with the Tee3, as of the expiration of such tender offeicaisideration payable in respect of any
other tender offer, by the Company or any Subsjdiar all or any portion of the Common Stock expiriwithin the 12 months preceding the
expiration of such tender offer and in respect bfol no adjustment pursuant to this paragraph ¢6)deen made, and

(b) the aggregate amount of any distributions the@lders of the Company's Common Stock made ei@lysin cash within 12 months
preceding the expiration of such tender offer anckspect of which no adjustment pursuant to papy(5) of this Section has been made,

exceeds 10% of the product of (i) the current migpkiee per share of the Common Stock (determirsggravided in paragraph (10) of this
Section) as of the last time (the "Expiration Tintghders could have been made pursuant to sudbrteffer (as it may be amended), times
(i) the number of shares of Common Stock outstagdincluding any tendered shares) on the Expinafione, then, and in each such case,
immediately prior to the opening of business ondag after the date of the Expiration Time, the @Gwrion Rate shall be reduced in
accordance with the following formula:

AC=CR)(MXO)-C//IMx(O-TS)//
Where:
AC = the adjusted Conversion Rate.
CR =the Conversion Rate immediately prior to clokbusiness on the date of the Expiration Time.

M = the current market price per share of the Com®@itmck (determined as provided in paragraph (L@)is Section) on the date of the
Expiration Time.

O = the number of shares of Common Stock outstgn@ntluding any tendered shares) on the Expirafiome.

C = the amount of cash plus the fair market vahsedetermined by the Board of Directors, whoserdetwtion shall be conclusive and
described in a Board Resolution filed with the Tee3 of the aggregate consideration payable tkistdders based on the acceptance (up to
any maximum specified in the terms of the tendé&rdbf Purchased Shares.
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TS = the number of all shares of Common Stock atehdered and not withdrawn as of the Expirafitme (the shares deemed so accepted
up to any such maximum, being referred to as thechased Shares").

(7) The reclassification of Common Stock into sé@s including securities other than Common St@mtker than any reclassification upon a
consolidation or merger to which Section 14.11 igsplshall be deemed to involve (a) a distributtdsuch securities other than Common
Stock to all holders of Common Stock (and the ¢iffecdate of such reclassification shall be deetodak "the date fixed for the
determination of stockholders entitled to receivetsdistribution” and "the date fixed for such detimation" within the meaning of paragre
(4) of this Section), and (b) a subdivision or camaltion, as the case may be, of the number of ster€ommon Stock outstanding
immediately prior to such reclassification into thenber of shares of Common Stock outstanding ineelgt thereafter (and the effective
date of such reclassification shall be deemed ttHseday upon which such subdivision becomes gffe'tor "the day upon which such
combination becomes effective", as the case magrzk;the day upon which such subdivision or coratiim becomes effective" within the
meaning of paragraph (3) of this Section).

(8) In case a tender offer made by a Person ollagrthe Company, any Subsidiary of the Compangificeamount which increases the
offeror's ownership of Common Stock to more tha?#%28 the Common Stock outstanding and shall invplagment by such Person of
consideration per share of Common Stock havingrarfarket value (as determined by the Board of @oes, whose determination shall be
conclusive and described in a Board Resolutiornled ith the Trustee) as of the last time (theit@Party Expiration Time") tenders could
have been made pursuant to such tender offer fa@yitbe amended) that exceeds the current marketgirthe Common Stock on the
Trading Day next succeeding the Third Party Exrafime, and in which, as of the Third Party Egtion Time, the Board of Directors is
not recommending rejection of the offer, the Cosigr Rate shall be adjusted in accordance witlidl@ving formula:

AC=CR)(M1XO)//C+(0O1xM1)//
Where:
AC = the adjusted Conversion Rate.
CR =the Conversion Rate immediately prior to closbusiness on the date of the Third Party ExjpiraTime.

M1 = the current market price per share of the Com&tock (determined as provided in paragraph ¢i@)is Section) on the date next
succeeding the Third Party Expiration Time.
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O = the number of shares of Common Stock outstan@ntluding any tendered shares) on the ThirdyFExpiration Time.

01 = the number of shares of Common Stock outstgn@dess any Third Party Purchased Shares, asedfielow) outstanding on the Third
Party Expiration Time.

C = the amount of cash plus the fair market vahsedgtermined by the Board of Directors, whoserdetwtion shall be conclusive and
described in a Board Resolution as filed with thestee) of the aggregate consideration payabltiisolders based on the acceptance (
any maximum specified in the terms of the tendérdpbf Third Party Purchased Shares.

The number of all shares of Common Stock validhdered and not withdrawn as of the Third Party Eatiwn Time and deemed accepted up
to any such maximum, is herein referred to as Thertl Party Purchased Shares." In the event ttdt Berson is obligated to purchase shares
pursuant to any such tender or exchange offersieh Person is permanently prevented by applidaiMdéorm effecting any such purchases
or all such purchases are rescinded, the ConveRatm shall again be adjusted to be the ConveRsite which would then be in effect if

such tender or exchange offer had not been madwiitNstanding the foregoing, the adjustment desdtiim this

Section 14.4(8) shall not be made if, as of theitation Time, the offering documents with respecstich offer disclose a plan or intention to
cause the Company to engage in any transactiomildeddn Article VIII.

(9) In case the Company shall issue rights, optansarrants to all holders of the Common Stocktlérg the holders thereof to subscribe for
or purchase shares of Common Stock (either injt@lunder certain circumstances), which rightgions or warrants (i) are deemed to be
transferred with such shares of Common Stocka(@)not exercisable and

(iii) are also issued in respect of future issuarmeCommon Stock, in each case in clauses (iutifrdiii) until the occurrence of a specified
event or events ("Trigger Event"), shall for purpe®f this Section 14.4 not be deemed issued titdited until the occurrence of the earliest
Trigger Event, whereupon such rights, options aadants shall be deemed to have been distributg@dmamppropriate adjustment (if any is
required) to the Conversion Rate shall be madeuhieSection 14.4. If any such rights, optionsvarrants, including any such existing
rights, options or warrants distributed prior te thate of this Indenture are subject to subsegattts, upon the occurrence of each of which
such rights, options or warrants shall become ésante to purchase different securities, evidenf@sdebtedness or other assets, then the
occurrence of each such event shall be deemeddodbedate of distribution and record date witlpees to new rights, options or warrants
(and a termination or expiration of the existinghts, options or warrants without exercise by tblelér thereof). In addition, in the event of
any distribution (or deemed distribution) of rightgtions or warrants, or any Trigger Event withpect thereto, that was counted for purp

of calculating a distribution amount for which adfjustment to the Conversion Rate under this Seditba was made, (a) in the case of any
such rights, options or warrant which shall all &deen redeemed or repurchased without exerciaeyiiolders
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thereof, the Conversion Rate shall be readjusted spch final redemption or repurchase to givecetie such distribution or Trigger Event,
as the case may be, as though it were a caslbdistn, equal to the per share redemption or régase price received by a holder or holders
of Common Stock with respect to such rights, omionwarrants (assuming such holder had retainghl isghts, options or warrants), mad
all holders of Common Stock as of the date of sedemption or repurchase, and (b) in the casedf gghts, options or warrants which sl
have expired or been terminated without exercisaryyholders thereof, the Conversion Rate shalébdjusted as if such rights, options and
warrants had not been issued.

(10) For the purpose of any computation under pagdts (2), (4),

(5), (6) and (8) of this Section, the current magkice per share of Common Stock on any date Slealleemed to be the average of the daily
closing prices for the five consecutive Trading Baglected by the Company commencing not moreX@airading Days before, and ending
not later than the earlier of the day in questiod the day before the "ex" date with request tagkeance or distribution requiring such
computation. The closing price for each day shaltte last reported sales price regular way arase no such reported sale takes place on
such day, the average of the reported closing tidesked prices regular way, in either case oiN#szlag National Market Exchange or, if
the Common Stock is not quoted on the Nasdaq Natidarket, on the principal national securitiestewge on which the Common Stock is
listed or admitted to trading or, if the Commonktés not listed or admitted to trading on any oadil securities exchange or quoted on the
Nasdaq National Market, the average of the clobidgand asked prices in the o-the-counter market as furnished by any New Yodckst
Exchange member firm selected from time to timéheyCompany for that purpose. For purposes ofptaiagraph, the term ">ex= date",
when used with respect to any issuance or distabuimeans the first date on which the Common Stades regular way on such exchange
or in such market without the right to receive sissuance or distribution.

(11) No adjustment in the Conversion Rate shatilpgired unless such adjustment (plus any adjustmen previously made by reason of
this paragraph (11)) would require an increasecorehse of at least 1% in such rate; provided, tiexy¢hat any adjustments which by rea
of this paragraph (11) are not required to be nshaddl be carried forward and taken into accourtnn subsequent adjustment. All
calculations under this paragraph (11) shall beaniadhe nearest cent or to the nearest one-huthdoéd share, as the case may be.

(12) The Company may make such increases in theeksion Rate, in addition to those required by 8gstion, as it considers to be
advisable in order to avoid or diminish any incaiaweto any holders of shares of Common Stock rieguftom any dividend or distribution

of stock or issuance of rights or warrants to pasehor subscribe for stock or from any event tceatesuch for income tax purposes or for
any other reasons. The Company shall have the powesolve any ambiguity or correct any erromis paragraph (12) and its actions in so
doing shall, absent manifest error, be final anacagsive.

(13) To the extent permitted by applicable law, @mnpany from time to time may increase the ConearRate by any amount for any
period of time if the period is at least 20
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days, the increase is irrevocable during such gednd the Board of Directors shall have made erdenation that such increase would be in
the best interests of the Company, which deternagnahall be conclusive; provided, however, thasach increase shall be taken into
account for purposes of determining whether thesi@fpPrice Per Share of the Common Stock exceedSahversion Price by 105% in
connection with an event which would otherwise lghange of Control. Whenever the Conversion Raiteci®ased pursuant to the precet
sentence, the Company shall give notice of theeame to the Holders in the manner provided in 8edti6 at least 15 days prior to the date
the increased Conversion Rate takes effect, arfursotice shall state the increased Conversion &adethe period during which it will be in
effect.

SECTION XIV.5 Notice Of Adjustments Of Conversioatg.
Whenever the Conversion Rate is adjusted as hpreuided:

(1) the Company shall compute the adjusted CormeiRate in accordance with Section 14.4 and shefigre an Officers' Certificate, one of
the signatories of which shall be the TreasureZhief Financial Officer of the Company, settingtfothe adjusted Conversion Rate and
showing in reasonable detail the calculation ofatipisted Conversion Rate and the facts upon wahich adjustment is based, and such
certificate shall promptly be filed with the Trustend with each Conversion Agent and at each ofiiGgency maintained for the purpose of
conversion of Securities pursuant to Section 18n#i;

(2) a notice stating that the Conversion Rate le@s ladjusted and setting forth the adjusted CoioreRate shall forthwith be prepared, and
as soon as practicable after it is prepared, sathenshall be mailed by the Company to all Holderaccordance with Section 1.6.

Unless and until a Responsible Officer of the Teasthall receive an Officers' Certificate settiogtf an adjusted Conversion Rate, the
Trustee may assume without inquiry that no adjustrhas been made and that the last ConversiondRatkeich it has notice remains in
effect.

SECTION XIV.6 Notice Of Certain Corporate Action.
In case:

(1) the Company shall declare a dividend (or amgodistribution) on its Common Stock payable theowise than exclusively in cash or (b)
exclusively in cash in an amount that would reqaing adjustment pursuant to Section 14.4;

(2) the Company shall authorize the granting tohthielers of its Common Stock of rights, optionsvarrants to subscribe for or purchase any
shares of Capital Stock of any class or of anyratigéts;
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(3) of any reclassification of the Common Stocktef Company, or of any consolidation, merger oreleachange to which the Company
party and for which approval of any stockholdershef Company is required, or of the conveyancagdgsale, transfer or other disposition of
all or substantially all of the assets of the Compar

(4) of the voluntary or involuntary dissolutionjuiidation or winding up of the Company;

then the Company shall cause to be filed at editeadr agency maintained for the purpose of cosieerof Securities pursuant to Section
10.2, and shall cause to be mailed to all Holdeesccordance with Section 1.6, at least 20 day&@atays in any case specified in clause (1)
or (2) above) prior to the applicable record oeefiive date hereinafter specified, a notice statiighe date on which a record is to betaken
for the purpose of such dividend, distributionhiti options or warrants, or, if a record is nobéctaken, the date as of which the holders of
Common Stock of record to be entitled to such dind distribution, rights, options or warrants tarée determined, or (y) the date on which
such reclassification, consolidation, merger, skeahange, conveyance, lease, sale, transfer,giigpo dissolution, liquidation or winding
up is expected to become effective, and the daté ahich it is expected that holders of Commoncgtof record shall be entitled to
exchange their shares of Common Stock for secsiriti@sh or other property deliverable upon suclassification, consolidation, merger,
share exchange, conveyance, lease, sale, tradisigosition, dissolution, liquidation or winding.Ugeither the failure to give such notice nor
any defect therein shall affect the legality oridity of the proceedings described in clausesk{idugh (4) of this Section 14.6. If at the time
the Trustee shall not be the Conversion Agent,py ©b such notice shall also forthwith be filed e Company with the Trustee.

The Company shall cause to be filed at the Corporatst Office and each office or agency maintaifoedhe purpose of conversion of
Securities pursuant to Section 10.2, and shallectube provided to all Holders in accordance \Biiction 1.6, notice of any tender offer by
the Company or any Subsidiary for all or any partidd the Common Stock at or about the time thah suatice of tender offer is provided to
the public generally.

SECTION XIV.7 Company To Reserve Common Stock.

The Company shall at all times reserve and keejtedl@, free from preemptive or similar rights, aitits authorized but unissued Common
Stock, for the purpose of effecting the conversibBecurities, the full number of shares of Comr&tock then issuable upon the conversion
of all Outstanding Securities.

SECTION XIV.8 Taxes On Conversions.

Except as provided in the next sentence, the Coynpédhpay any and all taxes or duties that mayphgable in respect of the issue or
delivery of shares of Common Stock on conversioBexurities pursuant hereto. The Company shallhawtever, be required to pay any tax
or
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duty which may be payable in respect of any trarigfeolved in the issue or delivery of shares ofi@oon Stock in a name other than that of
the Holder of the Security or Securities to be @ted, and no such issue or delivery shall be matkss and until the Person requesting
issue has paid to the Company the amount of anty tsxcor duty, or has established to the satisgiaaif the Company that such tax or duty
has been paid.

SECTION XIV.9 Covenant As To Common Stock.

The Company agrees that all shares of Common Sthadh may be issued upon conversion of Securitilswupon issuance, have been duly
authorized and validly issued and will be fully gpaind nonassessable and, except as provided ini$&dt8, the Company will pay all taxes,
liens and charges with respect to the issue thereof

SECTION XIV.10 Cancellation Of Converted Securities

All Securities delivered for conversion shall bdivkred to the Trustee or its agent to be canckledr at the direction of the Trustee, which
shall dispose of the same as provided in Sectign 3.

SECTION XIV.11 Provisions In Case Of Consolidatitdgrger Or Sale Of Assets.

In case of any consolidation of the Company withmerger of the Company into, any other Person,maesger of another Person into the
Company (other than a merger which does not r@salty reclassification, conversion, exchange ace#ation of outstanding shares of
Common Stock of the Company) or any conveyanceeglesale, transfer or other disposition of alludrstantially all of the assets of the
Company, the Person formed by such consolidatiorsriting from such merger or to which acquireshsassets, as the case may be, shall
execute and deliver to the Trustee a supplemamdehiture providing that the Holder of each Secuhgn Outstanding shall, without the
consent of the Holders, have the right thereatitecpnvert each Security into the kind and amodiseaurities, cash and other property
receivable upon such consolidation, merger, conveydease, sale, transfer or other dispositioa bglder of the number of shares of
Common Stock of the Company into which such Seguanight have been converted immediately prior tthsconsolidation, merger,
conveyance, lease, sale, transfer or other disposédssuming such holder of Common Stock of then@amy (i) is not a Person with which
the Company consolidated or into which the Compaeyged or which merged into the Company or to wkieth sale, conveyance, lease,
transfer or other disposition was made, as the wesebe ("Constituent Person”), or an Affiliateao€onstituent Person and (ii) failed to
exercise his or her rights of election, if anyt@the kind or amount of securities, cash and gineperty receivable upon such consolidation,
merger, conveyance, lease, sale, transfer or dtbposition (provided that if the kind or amountseturities, cash and other property
receivable upon such consolidation, merger, conveydease, sale, transfer or other dispositiomighe same for each share of Common
Stock of the Company held immediately prior to saohsolidation, merger, conveyance, lease, salesfier or other disposition by other than
a Constituent Person or an Affiliate thereof andeispect of which such rights of election shall not
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have been exercised ("Non-electing Share"), theth®purpose of this

Section the kind and amount of securities, cashoéimer property receivable upon such consolidatioerger, conveyance, lease, sale, tral

or other disposition by the holder of each Non-&hgcShare shall be deemed to be the kind and ansoureceivable per share by a plurality
of the holders of the Non-electing Shares), andrasy, if such consolidation, merger, conveyaneasé, sale, transfer or other disposition is
prior to the date upon which the Securities fiestdime convertible, that the Securities were coiblerat the time of such consolidation,
merger, conveyance, lease, sale, transfer or dthposition at the initial Conversion Rate spedifie Section 14.1 as adjusted from the date
of the issuance of the applicable Securities tt simse pursuant to Section 14.4. Such supplemémdahture shall provide for adjustments
which, for events subsequent to the effective datich supplemental indenture, shall be as negplyvalent as may be practicable to the
adjustments provided for in this Article. The ab@vevisions of this Section shall similarly appdyduccessive consolidations, mergers,
conveyances, leases, sales, transfers or othersilisms.

Neither the Trustee nor any Conversion Agent dheallinder any duty or responsibility with respecany such certificate or the informati

and calculations contained therein, except to éitiib same to any Holder of Securities desirirgpéettion thereof at its office during normal
business hours, and shall not be deemed to haweléaige of any adjustment in the Conversion Ratesmand until a Responsible Officer of
the Trustee shall have received such a certifithtéil a Responsible Officer of the Trustee receisach a certificate, the Trustee and each
Conversion Agent may assume without inquiry thatlést Conversion Rate of which the Trustee hasviedge of remains in effect.

SECTION XIV.12 Responsibility of Trustee for Consim Provisions.

The Trustee, subject to the provisions of Secti@ &nd any Conversion Agent shall not at any timeinder any duty or responsibility to ¢
Holder of Securities to determine whether any fagist which may require any adjustment of the @Gusion Rate, or with respect to the
nature or extent of any such adjustment when madeith respect to the method employed, hereimany supplemental indenture provided
to be employed, in making the same, or whethepgalsmental indenture need be entered into. NettieeiTrustee, subject to the provision:
Section 6.2, nor any Conversion Agent shall be aetable with respect to the validity or value (oe kind or amount) of any Common Stc
or of any other securities or property or cashclwlmay at any time be issued or delivered uporcdimeersion of any Security; and it or they
do not make any representation with respect thelsither the Trustee, subject to the provisions of

Section 6.2, nor any Conversion Agent shall beassible for any failure of the Company to make alcualate any cash payment or to issue,
transfer or deliver any shares of Common Stockarescertificates or other securities or propertgash upon the surrender of any Security
for the purpose of conversion; and the Trusteggstibo the provisions of Section 6.2, and any Gusion Agent shall not be responsible for
any failure of the Company to comply with any o tovenants of the Company contained in this Agticl
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ARTICLE XV
MEETINGS OF HOLDERS OF SECURITIES
SECTION XV.1 Purposes For Which Meetings May Bel&zhl

A meeting of Holders of Securities may be calledrat time and from time to time pursuant to thisidle to make, give or take any request,
demand, authorization, direction, notice, consemtyer or other action provided by this Indentwdé made, given or taken by Holders of
Securities.

SECTION XV.2 Call, Notice And Place Of Meetings.

(a) The Trustee may at any time call a meetingaftlers of Securities for any purpose specifiedent®n 15.1, to be held at such time and at
such place in the Borough of Manhattan, The CitiNefv York, as the Trustee shall determine. Noticevery meeting of Holders of
Securities, setting forth the time and the placsuzh meeting and in general terms the action [seghto be taken at such meeting, shall be
given, in the manner provided in Section 1.6, Beslthan 21 nor more than 180 days prior to thefiletd for the meeting.

(b) In case at any time the Company, pursuantBoad Resolution, or the Holders of at least 10%rincipal amount of the Outstanding
Securities shall have requested the Trustee t@caketing of the Holders of Securities for anyppsge specified in Section 15.1, by written
request setting forth in reasonable detail theoagbroposed to be taken at the meeting, and thetdeshall not have mailed the notice of ¢
meeting within 21 days after receipt of such retjoeshall not thereafter proceed to cause theintetd be held as provided herein, then the
Company or the Holders of Securities in the amapetified, as the case may be, may determinertteeand the place in the Borough of
Manhattan, The City of New York, for such meetimglanay call such meeting for such purposes by giniotice thereof as provided in
paragraph (a) of this Section.

SECTION XV.3 Persons Entitled To Vote At Meetings.

To be entitled to vote at any meeting of HolderSeturities, a Person shall be (i) a Holder of anmore Outstanding Securities, or (ii) a
Person appointed by an instrument in writing axpffor a Holder or Holders of one or more Outstagdbecurities by such Holder or
Holders. The only Persons who shall be entitlelbet@resent or to speak at any meeting of Holdexl Isé the Persons entitled to vote at such
meeting and their counsel, any representativelseol tustee and its counsel and any representatiiee Company and its counsel.

SECTION XV.4 Quorum; Action.
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The Persons entitled to vote a majority in aggregaincipal amount of the Outstanding SecuritiesIstonstitute a quorum. In the absence of
a ugorum within 30 minutes of the time appointeddioy such meeting, the meeting shall, if convemtatie request of Holders of Securities,
be dissolved. In any other case, the meeting madfmirned for a period of not less than 10 daydedsrmined by the chairman of the
meeting prior to the adjournment of such meetinghk absence of a quorum at any such adjournetingesuch adjourned meeting may be
further adjourned for a period not less than 10sdes/determined by the chairman of the meeting pithe adjournment of such adjourned
meeting (subject to repeated applications of thrgence). Notice of the reconvening of any adjodimeeting shall be given as provided in
Section 15.2(a), except that such notice need\umnginly once not less than five days prior todage on which the meeting is scheduled to
be reconvened. Notice of the reconvening of aniadpd meeting shall state expressly the percemtbie principal amount of the
Outstanding Securities which shall constitute argom

Subject to the foregoing, at the reconvening of megting adjourned for a lack of a quorum, the dtes®ntitled to vote 25% in principal
amount of the Outstanding Securities at the tinad slonstitute a quorum for the taking of any actset forth in the notice of the original
meeting.

At a meeting or an adjourned meeting duly reconstearel at which a quorum is present as aforesajdresolution and all matters (except as
limited by the proviso to Section 9.2 and excephtmextent Section 10.8 requires a different vele)l be effectively passed and decided if
passed or decided by the lesser of (i) the HoldEm®t less than a majority in principal amountnftstanding Securities and (ii) the Persons
entitled to vote not less than 66-2/3% in principadount of Outstanding Securities represented atitleel to vote at such meeting.

Any resolution passed or decisions taken at anytingeef Holders of Securities duly held in accordamvith this Section shall be binding on
all the Holders of Securities whether or not présemepresented at the meeting. The Trustee shdlge name and at the expense of the
Company, notify all the Holders of Securities of anich resolutions or decisions pursuant to Sedtién

SECTION XV.5 Determination Of Voting Rights; Condumd Adjournment Of Meetings.

(a) Notwithstanding any other provisions of thigdénture, the Trustee may make such reasonableatiEmd as it may deem advisable for
meeting of Holders of Securities in regard to prothe holding of Securities and of the appointtr@rproxies and in regard to the
appointment and duties of inspectors of votessthenission and examination of proxies, certificated other evidence of the right to vote,
and such other matters concerning the conducteofritbeting as it shall deem appropriate. Exceptheswise permitted or required by any
such regulations, the holding of Securities shalploved in the manner specified in Section 1.4thadappointment of any proxy shall be
proved in the manner specified in Section 1.4 ohéing the signature of the Person executing tbheypguaranteed by any bank, broker or
other eligible institution participating in a recoged medallion signature guarantee program.
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(b) The Trustee shall, by an instrument in writingpoint a temporary chairman (which may be thestBe) of the meeting, unless the mee
shall have been called by the Company or by Holde&ecurities as provided in Section 15.2(a), imol case the Company or the Holder
Securities calling the meeting, as the case magha! in like manner appoint a temporary chairnfapermanent chairman and a permanent
secretary of the meeting shall be elected by vbteeoPersons entitled to vote a majority in priaiamount of the Outstanding Securities
represented at the meeting.

(c) At any meeting, each Holder of a Security anqgrshall be entitled to one vote for each $1,000gpal amount of Securities held or
represented by such Holder; provided, however,rtbatote shall be cast or counted at any meetimgdpect of any Security challenged as
not Outstanding and ruled by the chairman of thetmg to be not Outstanding. The chairman of theting shall have no right to vote,
except as a Holder of a Security or proxy.

(d) Any meeting of Holders of Securities duly cdllgursuant to
Section 15.2 at which a quorum is present may fmuatked from time to time by Persons entitled téeva majority in principal amount of the
Outstanding Securities represented at the meetirdjthe meeting may be held as so adjourned wifatier notice.

SECTION XV.6 Counting Votes And Recording Action Kéetings.

The vote upon any resolution submitted to any mgeaf Holders of Securities shall be by writtenldial on which shall be subscribed the
signatures of the Holders of Securities or of thepresentatives by proxy and the principal amoah&tated Maturity and serial numbers of
the Outstanding Securities held or representedhéynt The permanent chairman of the meeting shpiaptwo inspectors of votes who st
count all votes cast at the meeting for or againgtresolution and who shall make and file withgkeretary of the meeting their verified
written reports in duplicate of all votes casttad tneeting. A record, at least in duplicate, ofgheceedings of each meeting of Holders of
Securities shall be prepared by the secretaryefrtbeting and there shall be attached to saiddeheroriginal reports of the inspectors of
votes on any vote by ballot taken thereat and a¥iid by one or more Persons having knowledgeefdhts setting forth a copy of the notice
of the meeting and showing that said notice wasrgas provided in Section 15.2 and, if applicaBkstion

15.4. Each copy shall be signed and verified byaffidavits of the permanent chairman and secratftiie meeting and one such copy shall
be delivered to the Company and another to thetdeus be preserved by the Trustee, the latteate httached thereto the ballots voted at
the meeting. Any record so signed and verifiedldfemktonclusive evidence of the matters thereitedta

*khkkkhkkkk
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IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed, and their retbpe corporate seals to be heret
affixed and attested, all as of the day and yest dibove written.

ADVANCED ENERGY INDUSTRIES, INC.

By:

Name:
Title: Chief Executive Officer, President or
Executive Vice President

[SEAL]
Attest:
By:
Name:
Title:
STATE STREET BANK AND TRUST
COMPANY OF CALIFORNIA, N.A., as Trustee
By:

Name:

Title:
[SEAL]
Attest:
By:
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We hereby agree to furnish to the SEC, upon regaesipy of the instruments which define the rigifteolders of our long-term debt. None
of such instruments not included as exhibits is #orm S-3 represents

long-term debt in excess of 10% of our consolidated ttsets



ARTHUR ANDERSEN LLP
EXHIBIT 23.2
CONSENT OF INDEPENDENT PUBLIC ACCOUNTS

As independent public accountants, we hereby cdnsehe incorporation by reference in this Registm Statement on Form S-3 of our
report dated February 5, 1999 included in Advarteeergy Industries, Inc.'s Form 10-K for the yeadeshDecember 31, 1998 and to all
references to our Firm included in this Registratgtatement (File No. 333-).

/'SI' ARTHUR ANDERSEN LLP

Denver, Col orado,

Sept enber 20, 1999.



EXHIBIT 23.3

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Advanced Energy Industries, Inc.:

We consent to the incorporation by reference inRbgistration Statement on Form S-3 of Advanceddnindustries, Inc. of our report
dated January 16, 1998 with respect to the coretelilbalance sheets of RF Power Products, Ind.NMewvember 30, 1997 and 1996 and the
related consolidated statements of income, chainggsareholders' equity and cash flows for the y#aen ended and related schedule (not

separately presented herein), which report appedhn® annual report on Form 10-K of Advanced Egdrglustries, Inc. for the year ended
December 31, 1998.

/'Sl KPMG LLP

Phi | adel phi a, Pennsyl vani a

Sept enber 17, 1999



EXHIBIT 25.1

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM T-1

STATEMENT OF ELIGIBILITY UNDER THE
TRUST INDENTURE ACT OF 1939 OF A
CORPORATION DESIGNATED TO ACT AS TRUSTEE

CHECK IF AN APPLICATION TO DETERMINE ELIGIBILITY
OF A TRUSTEE PURSUANT TO SECTION 305(b)(2) /X/

STATE STREET BANK AND TRUST COMPANY OF CALIFORNIA, NATIONAL ASSOCIATION
(EXACT NAME OF TRUSTEE AS SPECIFIED IN ITS CHARTER)

United States 06-1143380
(JURISDICTION OF INCORPORATION OR (.LR.S. EMPLOYER
ORGANIZATION IF NOT A U.S. NATIONAL BANK) IDENTIFICATION NO.)

633 West 5th Street, 12th Floor, Los Angeles, Gatift 90071

(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES) (ZIP CODE)

Lynda A. Vogel, Senior Vice President and Manaddigector 633 West 5th Street, 12th Floor, Los AregelCalifornia 90071 (213) 362399

(NAME, ADDRESS AND TELEPHONE NUMBER OF AGENT FOR 8¥ICE)

ADVANCED ENERGY INDUSTRIES, INC.
(EXACT NAME OF OBLIGOR AS SPECIFIED IN ITS CHARTER)

DELAWARE 84 -0846841
(STATE OR OTHER JURISDICTION OF (LR.S . EMPLOYER
INCORPORATION OR ORGANIZATION) IDENTIF ICATION NO.)

1625 SHARP POINT DRIVE, FORT COLLINS, CO 80525
(Address of principal executive offices) (Zip Code)

__% CONVERTIBLE SUBORDINATED NOTES DUE 2006
(TYPE OF SECURITIES



GENERAL

ITEM 1. GENERAL INFORMATION.

FURNISH THE FOLLOWING INFORMATION AS TO THE TRUSTEE
(a) NAME AND ADDRESS OF EACH EXAMINING OR SUPERVISRY AUTHORITY TO WHICH IT IS SUBJECT.
Comptroller of the Currency, Western District Ofj&0 Fremont Street, Suite 3900, San Francisddpféa, 94105-2292
(b) WHETHER IT IS AUTHORIZED TO EXERCISE CORPORATERUST POWERS.
Trustee is authorized to exercise corporate trosteps.
ITEM 2. AFFILIATIONS WITH OBLIGOR.

IF THE OBLIGOR IS AN AFFILIATE OF THE TRUSTEE, DESC RIBE EACH SUCH
AFFILIATION.

The obligor is not an affiliate of the trustee it
parent, State Street Bank and Trust Company.
(See notes on page 2.)
ITEM 3. THROUGH ITEM 15. NOT APPLICABLE.
ITEM 16. LIST OF EXHIBITS.
LIST BELOW ALL EXHIBITS FILED AS PART OF THIS STATE MENT OF ELIGIBILITY.
1. ACOPY OF THE ARTICLES OF ASSOCIATION OF THE TRUEE AS NOW IN EFFECT.

A copy of the Articles of Association of the trustes now in effect, is on file with the Securiteagl Exchange Commission as an Exhibit
with corresponding exhibit number to the Form TfIMestern Digital Corporation, filed pursuant tac8en 305(b)(2) of the Trust Indenture
Act of 1939, as amended (the "Act"), on May 12,8 @Registration No. 333-52463), and is incorpordteckin by reference.

2. A COPY OF THE CERTIFICATE OF AUTHORITY OF THE TRSTEE TO COMMENCE BUSINESS, IF NOT CONTAINED IN THE
ARTICLES OF ASSOCIATION.

A Certificate of Corporate Existence (with fidugigrowers) from the Comptroller of the Currency, Adistrator of National Banks is on file
with the Securities and Exchange Commission asxaiibi with corresponding exhibit number to the fof-1 of Western Digital
Corporation, filed pursuant to Section 305(b)(2jh& Act, on May 12, 1998 (Registration No. 33324 and is incorporated herein by
reference.

3. ACOPY OF THE AUTHORIZATION OF THE TRUSTEE TO EERCISE CORPORATE TRUST POWERS, IF SUCH
AUTHORIZATION IS NOT CONTAINED IN THE DOCUMENTS SPEIFIED IN PARAGRAPH (1) OR (2), ABOVE.

Authorization of the Trustee to exercise fiducipowers (included in Exhibits 1 and 2; no sepanmas&iument).
4. A COPY OF THE EXISTING BY-LAWS OF THE TRUSTEE,RFONSTRUMENTS CORRESPONDING THERETO.

A copy of the bytaws of the trustee, as now in effect, is on filthvthe Securities and Exchange Commission as aibExvith correspondin
exhibit number to the Form T-1 of Western Digitalr@oration, filed pursuant to Section 305(b)(2}re# Act, on May 12, 1998 (Registration
No. 333-52463), and is incorporated herein by reference.



5. A COPY OF EACH INDENTURE REFERRED TO IN ITEM B THE OBLIGOR IS IN DEFAULT.
Not applicable

6. THE CONSENTS OF UNITED STATES INSTITUTIONAL TRUEES REQUIRED BY
SECTION 321(b) OF THE ACT.

The consent of the trustee required by Sectiont®2if(the Act is annexed hereto as Exhibit 6 anderapart hereof.

7. ACOPY OF THE LATEST REPORT OF CONDITION OF THRUSTEE PUBLISHED PURSUANT TO LAW OR THE
REQUIREMENTS OF ITS SUPERVISING OR EXAMINING AUTHQARY.

A copy of the latest report of condition of thesiee published pursuant to law or the requiremafnits supervising or examining authority is
annexed hereto as Exhibit 7 and made a part hereof.

NOTES

In answering any item of this Statement of Eligipilvhich relates to matters peculiarly within tkeowledge of the obligor or any
underwriter for the obligor, the trustee has relipdn information furnished to it by the obligordathe underwriters, and the trustee disclaims
responsibility for the accuracy or completenessumh information.

The answer furnished to Item 2. of this statemehth® amended, if necessary, to reflect any fadigh differ from those stated and which
would have been required to be stated if knowheidiate hereof.

SIGNATURE

Pursuant to the requirements of the Trust Indenfgteof 1939, as amended, the trustee, State Sya@®k and Trust Company of California,
National Association, a national banking associatilganized and existing under the laws of the é¢h@tates of America, has duly cau

this statement of eligibility to be signed on ithllf by the undersigned, thereunto duly authoriaéidn the City of Los Angeles, and State of
California, on the 20th day of September, 1999.

STATE STREET BANK AND TRUST COMPANY
OF CALIFORNIA, NATIONAL ASSOCIATION

By: /'S/ Mark Henson

MARK HENSON
ASSI STANT VI CE PRESI DENT

2



EXHIBIT 6
CONSENT OF THE TRUSTEE

Pursuant to the requirements of Section 321(bh@fTrust Indenture Act of 1939, as amended, in eotion with the proposed issuance by
Advanced Energy Industries, Inc., of its __ % Cotilse¥ Subordinated Notes due 2006, we hereby caribahreports of examination by
Federal, State, Territorial or District authoritiesly be furnished by such authorities to the Saearand Exchange Commission upon request

therefor.

STATE STREET BANK AND TRUST COMPANY
OF CALIFORNIA, NATIONAL ASSOCIATION

By: /'SI Mark Henson

MARK HENSON
ASSI STANT VI CE PRESI DENT

DATED: SEPTEMBER 20, 1999



EXHIBIT 7

Consolidated Report of Condition and Income for ZnB With Domestic Offices Only and Total Assetd eés Than $100 Million of State
Street Bank and Trust Company of California, aarai banking association duly organized and exgstinder and by virtue of the laws of |
United States of America, at the close of busidédsE 30, 1999, published in accordance with aroallle by the Federal Deposit Insurance
Corporation pursuant to the required law: 12 U.S€xrtion 324 (State member banks); 12 U.S.C. SetBd7 (State nonmember banks); and
12 U.S.C. Section 161 (National banks).

Thousands
of Dollars
ASSETS
Cash and balances due from depository institutions:
Noninterest-bearing balances and currency and coin.............. 5,576
Interest-bearing balances............... . 0
SECUNMEIES. .civiieie e vecciccieeeeeeeeee s 38
Federal funds sold and securities purchased
under agreements to resell in domestic off ices
of the bank and its Edge subsidiary....... 0
Loans and lease financing receivables:
Loans and leases, net of unearned income. .. 0
Allowance for loan and lease losses ...... . ... 0
Allocated transfer risk reserve............ ... 0
Loans and leases, net of unearned income a nd allowances......... 0
Assets held in trading acCouNntS.......ccccccceeeee. e 0
Premises and fixed assets......... - 42
Other real estate owned........cccceeveveeeeeeee. L 0

Investments in unconsolidated subsidiaries......... . L 0
Customers' liability to this bank on acceptances ou tstanding............. 0
Intangible assets......cccovvveiiiiineees s 0
Other @ssets.....cccccevvviieiiiiiieeiccces s 748
Total @SSEtS..cvvveiiiiiiiiiieeee e 6,404
LIABILITIES

Deposits:

In domestic offices.....ccccevvvvce s 0
Noninterest-bearing......ccc...... L 0
Interest-bearing........cccocoe... L 0

In foreign offices and Edge subsidiary.... L 0
Noninterest-bearing............... L. 0
Interest-bearing........cccocoe... L 0

Federal funds purchased and securities sold under

agreements to repurchase in domestic offic es of

the bank and of its Edge subsidiary........ L 0
Demand notes issued to the U.S. Treasury and Tradin g Liabilities......... 0

Other borrowed money..........cccccevveveereennn.
Subordinated notes and debentures..................
Bank's liability on acceptances executed and outsta
Other liabilities.........cceerviiiieiiiinnenn.

Total liabilities.........cccovveveieeeeeeenenn,
EQUITY CAPITAL

Perpetual preferred stock and related surplus......

Common stock.

SUPIUS ...

Undivided profits and capital reserves/Net unrealiz
gains (I0SSES)...cvvveieeeeeeeieiiiiiiiiiiiens

Cumulative foreign currency translation adjustments

Total equity capital.....ccccceeeeevvvevccccceeeee s 3,944

Total liabilities and equity capital............... 6,404



I, John J. Saniuk, Vice President and Comptrolfehe above named bank do hereby declare thaR#yp®rt of Condition and Income for this

report date have been prepared in conformancethétinstructions issued by the appropriate Federpllatory authority and is true to the
best of my knowledge and belief.

/'Sl John J. Sani uk

We, the undersigned directors, attest to the correctness of this Report of
Condition and declare that it has been exami ned by us and to the best of our
know edge and belief has been prepared in conformance with the instructions

i ssued by the appropriate Federal regulatory authority and is true and
correct.

/'Sl Alan D. G eene
/'S Bryan R Cal der
/'Sl Lynda A. Vogel
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