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The information in this proxy statement/prospedsusot complete and may be changed. Advanced Emaayynot issue any common stoc|
the merger until the registration statement filéthythe Securities and Exchange Commission is g#ffecThis proxy statement/prospectus is
not an offer to sell any Advanced Energy commoglstmnd it is not soliciting an offer to buy AdvadcEnergy common stock in any state
where the offer or sale is not permitted.

[EMCO LETTERHEAD]
, 2000
Dear EMCO Shareholder:

You are cordially invited to attend a special magtf the shareholders of Engineering Measurem@otspany to be held on, 2000, at
a.m., local time at 600 Diagonal Highway, Longmd@jorado.

THIS IS A VERY IMPORTANT SPECIAL MEETING THAT AFFEC TS YOUR INVESTMENT IN
EMCO.
At this special meeting you will be asked to apgravmerger in which:
- EMCO would become a wholly owned subsidiary ovAdced Energy;
- Each outstanding share of EMCO common stock wbaldonverted into at least 0.2018 shares of Adz@dfergy common stock; and
- You would become a stockholder of Advanced Energy
Advanced Energy will issue 900,000 shares of itarmon stock to the security holders of EMCO.

Advanced Energy's common stock is quoted on thel&épblational Market under the symbol "AEIS." O00Q, the closing price of the
Advanced Energy common stock was $ per share.

Your board of directors has unanimously approvedierger, has determined that the merger is in jesirinterests and unanimously
recommends that you vote FOR the approval of theyenegreement.

This proxy statement/prospectus contains importdotmation about EMCO, Advanced Energy, the meayet the special meeting. WE
URGE YOU TO READ THE PROXY STATEMENT/PROSPECTUS CEBRULLY, PARTICULARLY THE INFORMATION IN THE
SECTION "RISK FACTORS" BEGINNING ON PAGE 15.

A proxy card is enclosed to enable you to votehenrmerger agreement without attending the spe@atinmg in person. Please complete, sign
and date the enclosed proxy card and return i tasusoon as possible in the enclosed stampeddeewsk have provided.

YOUR VOTE IS IMPORTANT AS THE AFFIRMATIVE VOTE OF WO-THIRDS OF THE COMMON STOCK IS REQUIRED TO
APPROVE THE MERGER. A FAILURE TO VOTE HAS THE SAMEFFECT AS A "NO" VOTE.

In connection with the merger, certain shareholdéEEMCO who hold approximately 55% of the EMCO ¢onon stock have granted
Advanced Energy an irrevocable proxy to vote feritierger.

Thank you for your cooperation.
Very truly yours,
Charles Miller Chairman

Neither the Securities and Exchange Commissiorangistate securities commission has approved appiisved of the Advanced Ener
common stock to be issued in the merger or detexthiithis proxy statement/prospectus is accurat®mplete. Any representation to the
contrary is a criminal offense.

This proxy statement/prospectus is dated , 200 was first mailed to EMCO shareholders on or ab@@00.



[LOGO

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

Engineering Measurement Company will hold a speuréting of shareholders on, 2000 at a.m. moutitam at EMCO's offices at 600
Diagonal Highway, Longmont, Colorado 80501, for tbkowing purposes:

1. To approve a merger agreement, dated as 06J@§00, between EMCO, Advanced Energy Industhies, a Delaware corporation
("Advanced Energy"), and Flow Acquisition Corpoaatj a Colorado corporation and a wholly owned siiasy of Advanced Energy, that
provides among other things, for a merger of Flowguisition into EMCO so that EMCO will become a Wh@wned subsidiary of
Advanced Energy and you will become a stockhold&dvanced Energy, and

2. To transact any other business that properlyesdpefore the meeting or any adjournment or postpent of the meeting.

The accompanying Proxy Statement/Prospectus, @&ptémber , 2000, describes the proposed mergletai and includes a copy of the
Merger Agreement.

Only shareholders of record at the close of busimasSeptember , 2000 are entitled to notice oftawtbte at the meeting. Under Colorado
law, shareholders of EMCO have no right to an apptaf the value of their shares in connectiorhviite merger. A list of shareholders is
available for review at the offices of EMCO. YOU ERJRGED TO VOTE PROMPTLY BY DATING, SIGNING AND REIRNING THE
ENCLOSED PROXY. YOU MAY REVOKE YOUR PROXY IN THE MANER PROVIDED IN THE ACCOMPANYING PROXY
STATEMENT/PROSPECTUS.

By order of the Board of Directors,
[SIGNATURE]

Charles Miller
Secretary

, 2000
Longmont, Colorad:
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Important business and financial information abddvanced Energy and EMCO that you might want tosaer in deciding whether to vote
in favor of the merger is not included in this pystatement/prospectus, but rather is incorporbyeference to other documents that have
been filed with the Securities and Exchange Comnis$or a complete list of the documents incorpetdy reference in this proxy
statement/prospectus, see "Where You Can Find Mdoemation" on page 64.

To obtain a free copy of any or all of the documertating to Advanced Energy that are incorporatedeference in this proxy
statement/prospectus, you may contact Advancedgiisdnvestor Relations at 1625 Sharp Point Diagat Collins, Colorado 80525,
Attention: Cathy Kawakami or by calling (970) 22674. To obtain a free copy of any or all of the uwtoents relating to EMCO that are
incorporated by reference in this proxy statemeasipectus, you may contact EMCO's Investor Relatair600 Diagonal Highway,
Longmont, Colorado 80501 or by calling (303) 6550%r by calling its investor relations firm at

(310) 208-2550. TO ENSURE TIMELY DELIVERY OF REQUEED DOCUMENTS, YOU SHOULD MAKE YOUR REQUESTS BY [5
BUSINESS DAYS BEFORE THE SPECIAL MEETING]. You alstay obtain free copies of these documents on ¢leerBies and Exchan
Commission's website at www.sec.gov.

TRADEMARKS

Advanced Energy, Microsweep, Sparc and Sparc-LBlmddvanced Energy logo are registered tradenwrRelvanced Energy. Mach-
One, Digital Valve and the EMCO logo are trademakEMCO.



QUESTIONS AND ANSWERS ABOUT THE MERGER
Q: WHAT IS THE PROPOSED TRANSACTION FOR WHICH | AM BEING ASKED TO VOTE?

A. EMCO proposes to be acquired by Advanced Entmpugh a merger. In the merger, Flow Acquisiticr@ration, a subsidiary of
Advanced Energy, will merge into EMCO.

Q: WHAT WILL HAPPEN TO EMCO AND ITS SHAREHOLDERS AS A RESULT OF THE MERGER?
A: EMCO will become a wholly owned subsidiary of veshced Energy, and EMCO shareholders will becomeaAded Energy stockholde
Q: WHAT WILL | RECEIVE IN THE MERGER?

A: The EMCO shareholders and option holders togaetliéreceive 900,000 shares of Advanced Energymn stock. You will receive at
least 0.2018 shares of Advanced Energy common $toaach share of EMCO common stock that you @xoept that Advanced Energy
will not issue any fractional shares of common ktdestead of any fractional share of common stgcks, will receive cash based on the
market price of the Advanced Energy common stoek. jsage 39.

Security holders of EMCO will receive Advanced Ejyecommon stock and rights to acquire Advanced ggneommon stock representing
approximately 3% of the Advanced Energy commonistatstanding after the merger.

Advanced Energy common stock is quoted on the Nphid@ional Market under the trading symbol "AEIEMCO common stock is quoted
on the Nasdaq National Market under the tradingtettEMCO." On August 9, 2000, Advanced Energy cammstock closed at $38.9375
per share and EMCO common stock closed at $7.128haee. Because the total number of shares of dabthEnergy common stock that
Advanced Energy is obligated to issue in the meiggéired at 900,000, the market value of the AcehEnergy common stock that you will
receive in the merger will fluctuate prior to amiléwing the merger. Advanced Energy will not bguiged to issue more than 900,000 shares
of its common stock to the EMCO shareholders arboolders, even if the market price of the Adsedh Energy common stock drops
dramatically.

Q: DOES THE MARKET PRICE OF ADVANCED ENERGY COMMON STOCK FLUCTUATE SIGNIFICANTLY?

A: Yes. Since Advanced Energy's IPO in Novembei5189e closing prices of the Advanced Energy comstook have ranged from $3.5(
$73.25. From January 1, 2000 to August 10, 20@0¢kbsing prices of the Advanced Energy commonkstiawe ranged from $35.375 to
$73.25. See "Market Price and Dividend Information“page 12, and "Risk Factors. The market prickdvlanced Energy common stock is
highly volatile, which could lead to losses foriwidual investors and costly securities class aclitigation” on page

16. You should obtain current market quotations&dvanced Energy common stock.

Q: WHEN WILL THE MERGER BE COMPLETED?

A: We are working toward completing the merger aigkly as possible. We hope to complete the mepgamptly following the special
meeting of EMCO shareholders.

Q: DOES THE EMCO BOARD OF DIRECTORS RECOMMEND THE M ERGER?

A: Yes. After careful consideration, the EMCO boafdlirectors unanimously voted in favor of the gerand recommends that the EMCO
shareholders vote in favor of the merger. See 'Nlbgger -- EMCO Reasons for the Merger" and "-- Recendation of the EMCO Board of
Directors" on page 30.



Q: ARE THERE ANY RISKS INVOLVED IN THE MERGER?

A: The merger does involve risks. By approving itiherger, you are agreeing in essence to changeamastment in EMCO into an
investment in Advanced Energy. Before voting onrtterger, you should consider carefully the infoiiorain this proxy
statement/prospectus, particularly the informatiothe section "Risk Factors" beginning on page 15.

Q: SHOULD | SEND IN MY EMCO STOCK CERTIFICATES NOW?

A: No. After we complete the merger, Advanced Egexl send you instructions explaining how to e&olge your shares of EMCO comn
stock for the appropriate number of shares of AdedrEnergy common stock.

Q: WHAT DO I NEED TO DO NOW?

A: After carefully reading and considering the imf@tion contained in this proxy statement/prospgqgilease fill out and sign your proxy
card. Then mail your completed, signed and dategypcard in the enclosed return envelope as sopossible so that your shares can be
voted at the special meeting.

Q: CAN | CHANGE MY VOTE AFTER | HAVE MAILED THE PRO XY CARD?

A: You may change your vote by delivering a signetice of revocation or a subsequently dated agresi proxy card to EMCO's corporate
secretary before the special meeting. You also ati@ynd the special meeting and vote in person'B&& O Special Meeting -- Solicitation
of Proxies; Revocation" on page 27.

Q: IF MY SHARES ARE HELD IN "STREET NAME," WILL MY  BROKER VOTE MY SHARES FOR ME?

A: Your broker will vote your shares only if told tlo so. You should instruct your broker to voteryshares, following the instructions
provided by your broker. Without instructions frgmou, your broker cannot vote your shares and ybares will not be represented at the
special meeting. See "EMCO Special Meeting -- Reé@ate; Quorum; Voting at the Special Meeting" ag® 26.

Q: WILL I INCUR INCOME TAX AS A RESULT OF THE MERGE R?

A: We have structured the merger to be tax-fretaécdEMCO shareholders for federal income tax puposxcept that you may have to pay
taxes on any cash received instead of a fractmale of Advanced Energy common stock. HoweveEMICO shareholders are urged to
consult their own tax advisors to determine thaitipular tax consequences of the merger. See Mérger -- Certain Federal Income Tax
Consequences” on page 41.

Q: IF 1 DO NOT VOTE FOR THE MERGER, BUT THE OTHER E MCO SHAREHOLDERS APPROVE IT, CAN | GET CASH
INSTEAD OF ADVANCED ENERGY COMMON STOCK?

A: No. In certain circumstances, a shareholder afrapany that is being acquired can require thepemy to purchase the shareholder's
shares for cash, if the shareholder does not woth& merger. The right to require this cash pasehis commonly called an "appraisal right
or "dissenters' right." Under Colorado law, the EM&hareholders do not have appraisal or dissenigiss in connection with the merger.
See "The Merger -- Dissenters' Rights Are Not Aafalig” on page 41.

Q: WHEN AND WHERE IS THE SPECIAL MEETING?
A: The EMCO special meeting is scheduled to takeglon , 2000 at .m., local time, at 600 Diagoright¥ay, Longmont, Colorado.
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Q: WHAT VOTE IS REQUIRED FOR APPROVAL?

A: The merger agreement must be approved by hotdferore than 66 2/3% of the outstanding shardeSMEO common stock entitled to
vote. If you do not vote or give instructions tauydroker to vote your shares, that will have thms affect as voting against the merger.

Q: WHO CAN HELP ANSWER MY QUESTIONS ABOUT THE MERGE R, EMCO OR ADVANCED ENERGY?
A: You may call EMCO Investor Relations at (30318850 or its investor relations firm at (310) 22&50.

3



SUMMARY OF THE PROXY STATEMENT/PROSPECTUS

This summary highlights selected information frdnis tproxy statement/prospectus. It may not corddliof the information that may be
important to you. You should read the entire pretgtement/ prospectus and the documents referémdelaefore making a decision whether
to vote in favor of the merger. In particular, yghould read the documents attached to this pratgrsent/prospectus, including the merger
agreement, which is attached as Appendix A, theiopiof Quist Financial, Inc., which is attachedfgpendix B, and EMCO's Annual
Report on Form 10-KSB, which is attached as Appefdi

THE COMPANIES
[EMCO LOGO]

ENGINEERING MEASUREMENTS COMPANY
600 Diagonal Highway

Longmont, Colorado 80501

(303) 651-0550

EMCO designs, manufactures, and markets electeomdcelectro-mechanical instruments (flowmetershieasuring the flow of liquids,
steam and gases. EMCO generates its revenueshmsalkes of flowmeter hardware in both foreign dachestic markets. EMCO provides
customers with a family of products capable of mmeéag almost any kind of fluid or gas flow. Whil&VE2O has historically been strongest in
energy utility flow measurement, particularly steamatering, it also has developed products capdhigeasuring most types of process flu
as well as fuel oils and natural gas. EMCO marketsmeters worldwide, primarily utilizing a network distributors and commissioned
sales representatives as well as a direct sales.fBMCO's Mach One digital flow controller is thebject of a joint development arrangen
with Micron Technology. The Mach One, designeduse in the semiconductor manufacturing industriyn ihe development stage and has
attracted the attention of semiconductor equipmeanufacturers. EMCO was incorporated in Coloradb9ié7.

[ADVANCED ENERGY LOGO]

ADVANCED ENERGY INDUSTRIES, INC.
1625 Sharp Point Drive

Fort Collins, Colorado 80525

(970) 221-4670

Advanced Energy's primary business is the desigmufacture and support of power conversion andrabsystems. These systems are
important components of industrial manufacturingipment that modify surfaces or deposit or etch ftim layers on computer chips, CDs,
flat panel displays such as computer screens, DVidglows, eyeglasses, solar panels and other pradaddvanced Energy's systems refine,
modify and control the raw electrical power fromtdity and convert it into power that is uniforméh predictable. This allows manufacturing
equipment to produce and deposit very thin filmaragven thickness on a mass scale. Advanced Emagincorporated in Colorado in 1€
and reincorporated in Delaware in 1995.

THE MERGER
EMCO SPECIAL MEETING (PAGE 26)

The EMCO shareholders' special meeting to approwerterger agreement will be held on , 2000 .malltme, at EMCO's offices at 600
Diagonal Highway, Longmont, Colorado 80501. You gate at the special meeting if you owned shardSM€O common stock on
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, 2000. You can cast one vote for each share of BM@nmon stock that you owned on that date.
EMCO VOTING AGREEMENTS (PAGE 26)

EMCO directors and officers, who collectively haldproximately [55%] of the EMCO common stock outsiag, have granted Advanced
Energy an irrevocable proxy to vote their shareEMICO common stock in favor of the merger agreemaadtagainst any matter that could
prevent the merger from being completed.

EMCO'S BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE FOR THE MERGER AGREEMENT
(PAGE 30)

EMCO's Board of Directors believes that the meigén the best interests of EMCO and its sharehisldad unanimously recommends that
you vote FOR adoption of the merger agreerr

EMCO'S REASONS FOR THE MERGER (PAGE 30)

The EMCO Board of Directors has determined thaintleeger is in the best interests of EMCO and itsalmolders for numerous reasons.
Those reasons include:

- the exchange ratio,

- the prospects of EMCO,

- the expense and risks in developing its Mach @geal flow controller,
- the liquidity of the Advanced Energy stock,

- and the prospects of Advanced Energy.

OPINION OF EMCO'S FINANCIAL ADVISOR (PAGE 32)

In deciding to approve the merger, EMCO's boardigctors considered an opinion from Quist Finalndier. as to the fairness of the
exchange ratio from a financial point of view t@ tBMCO shareholders. The full text of the writtgringon of the financial advisor is attach
to the back of this proxy statement/prospectus@seAdix B. You should read the entire opinion adhgffor an understanding of the
assumptions made, matters considered and limitatarthe review undertaken.

MERGER CONSIDERATION (PAGES 39 AND 50)

At the effective time of the merger, each shargoafr EMCO common stock will be converted into a&sie0.2018 of a share of Advanced
Energy common stock. In addition, EMCO options tarnding at the effective time of the merger willdssumed by Advanced Energy and
converted into the right to purchase shares of Aded Energy common stock, and amounts contributdeMCO employees to EMCO's
employee stock purchase plan will be transferrefideanced Energy's employee stock purchase plan.

INTERESTS OF CERTAIN EMCO DIRECTORS AND OFFICERS IN THE MERGER THAT ARE IN ADDITION TO YOUR
INTERESTS (PAGE 40)

When considering the recommendations of EMCO'so#directors, you should be aware that certairCEMlirectors and officers have
interests in the merger that are different fromaiar in addition to, yours. These interests coalase the directors and officers of EMCO to be
more likely to favor the merger than if they did have these interests.

DISSENTERS' RIGHTS (PAGE 41)
Neither EMCO nor Advanced Energy stockholders at#éled to dissenters' rights with respect to therger.
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NASDAQ NATIONAL MARKET LISTING (PAGE 40)

The shares of Advanced Energy common stock tosaeisto you in the merger will be listed on the ddasNational Market under the trad
symbol "AEIS." Upon the closing of the merger,shlares of EMCO common stock will be delisted friwe Nasdaq National Market and no
longer traded on any market.

CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF THE MERG ER (PAGE 41)

The merger has been structured as a tax-free mg@iaegimn for United States federal income tax psgso Accordingly, in general EMCO
common shareholders who exchange their EMCO sliaretares of Advanced Energy common stock in theger will not recognize gain

or loss for United States federal income tax pueppexcept that EMCO shareholders will recogniZe galoss with respect to cash received
instead of a fractional share of Advanced Energyroon stock. However, all EMCO shareholders areditgeonsult their own tax advisor
to determine their particular tax consequencebs@fterger. It is a condition to the merger thahbadvanced Energy and EMCO receive
legal opinions that the merger constitutes a radegdion within the meaning of

Section 368(a) of the Internal Revenue Code.

ACCOUNTING TREATMENT (PAGE 43)

Advanced Energy and EMCO intend for the mergemalify as a "pooling of interests" for financialcaeinting purposes, in accordance with
generally accepted accounting principles. Comptetibthe merger is conditioned upon the receipflyanced Energy of a letter from
Arthur Anderson LLP, its independent public acceumts$, stating that, in its opinion, the merger wilhlify for pooling of interests accounti
treatment.

RESTRICTIONS ON THE ABILITY TO SELL ADVANCED ENERGY STOCK (PAGE 43)

The shares of Advanced Energy common stock issuedMCO shareholders in the merger will be freefnsferable, except for shares
received by persons who are considered to beigéd" of EMCO at the time of the special meeting@sons who become affiliates of or
Advanced Energy. Affiliates of EMCO may only resdilares of Advanced Energy common stock that thegive in the merger in
accordance with the restrictions of Rule 145 unkderSecurities Act of 1933, unless the resale ®tlivanced Energy common stock by the
affiliate is registered under the Securities Acainrexemption from registration is available. Poglof interests accounting requirements also
restrict sales of Advanced Energy stock by aftéigasf EMCO.

CONDITIONS TO COMPLETION (PAGE 47)

Advanced Energy's and EMCO's obligations to coreple¢ merger are subject to the satisfaction ovevaif various closing conditions,
including:

- approval of EMCO shareholders;

- the absence of breaches by the other party;

- no material adverse change to the other party;

- the receipt of legal opinions as to the tax tresit of the merger; and

- the receipt by Advanced Energy of a letter frésraiccountants that the transaction will be acemlifdr as a pooling of interests.

If EMCO waives any conditions, it will consider tfacts and circumstances at that time and decidghgh it should resolicit your proxy.
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NO SOLICITATION; BOARD RECOMMENDATION (PAGE 46)

EMCO has agreed not to:

- solicit or participate in any discussions wittygerson or entity concerning an alternative agtjoisproposal;

- provide any information to any person concerranglternative acquisition proposal; or

- authorize or propose an alternative acquisiti@ppsal.

TERMINATION OF THE MERGER AGREEMENT (PAGE 48)

The merger agreement may be terminated before etimplof the merger upon the occurrence of cegaénts including:
- a material breach of the merger agreement by Acke Energy or EMCO;

- the merger is not completed by December 31, 2000;

- the EMCO shareholders do not approve the meigeement at the special meeting;

- by EMCO, if the EMCO board of directors deternsrieat abandoning the merger is required by itscfary duties; or

- by Advanced Energy, if the EMCO board of direstaithdraws its recommendation of the merger oomgmends an alternative transaction
with a third party.

PAYMENT OF TERMINATION FEES (PAGE 49)

If the merger agreement is terminated after anradtese corporate transaction has been proposetMtoO by a third party because:

- the EMCO shareholders do not approve the meigeeament at the special meeting;

- the EMCO board of directors determines that abaimd) the merger is required by its fiduciary dsiier

- the EMCO board of directors withdraws its recomdetion of the merger or recommends an alternétaresaction with a third party.

And if EMCO enters into a business combinationinilar transaction in which a third party acquicaitrol of EMCO or more than 50% of
its assets within 2 years after termination, th&4CO® will pay Advanced Energy a termination fee &fiillion.

VOTE REQUIRED TO APPROVE THE MERGER AGREEMENT (PAGE 58)

The affirmative vote of the holders of 66 2/3% lné shares of EMCO common stock that were outstgrafirthe record date and entitled to
vote is required for approval and adoption of trerger agreement. The Advanced Energy stockholdensat required to vote on the merger
agreement.

FORWARD-LOOKING STATEMENTS IN THIS PROXY STATEMENT/ PROSPECTUS

This proxy statement/prospectus contains forwaoditey statements within the meaning of the Priviageurities Litigation Reform Act.
Forward-looking statements include statements miipect to Advanced Energy's and EMCO's financialition, results of operations and
business and the expected impact of the mergerdwamced Energy's financial performance. Words siscanticipates, expects, intends,
plans, believes, seeks, estimates and similar ssjores identify forward-looking statements.

These forward-looking statements are not guararmtefsure performance and are subject to certaksrand uncertainties that could cause
actual results to differ materially from the resutbntemplated by the forward-looking statement&sE risks and uncertainties include the
risks discussed in the section "Risk Factors" b@gmon page 15.



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

The summary consolidated statement of operatiotessfda1997, 1998 and 1999 and the related coraelitbalance sheets as of December
31, 1998 and 1999 are derived from consolidateahfifal statements audited by Arthur Andersen LhBependent accountants, which have
been restated to include financial data of Noaldigls, Inc., a company acquired by Advanced Enerdgipril 2000. The restated audit
report dated July 24, 2000 is included in AdvanEadrgy's Current Report on Form 8-K dated Augus000, which is incorporated by
reference in this proxy statement/prospectus. Theisition has been accounted for as a "poolingtefests” under Accounting Principles
Board Opinion No. 16.

The summary consolidated statement of operatiotasfda1996 and 1997 and the related consolidaddmhbe sheet data as of December 31,
1997 are derived from consolidated financial statets, audited in part by Arthur Andersen LLP angant by KPMG LLP. KPMG's audit
report relates to Advanced Energy Voorhees, loecmérly named RF Power Products, Inc., whose figeat end was November 30. As st
the statement of operations data for 1996 and irt9i@de the statements of operations of Advancest@nVoorhees for the years ended
November 30, 1996 and 1997, and the balance sh&efatr 1997 include the balance sheet of Advakaetgy Voorhees as of November
1997.

The summary consolidated statement of operatiotassfda 1995 and the related consolidated balaneetstata as of December 31, 1996 and
1995 are restated from Advanced Energy's auditedatmlated financial statements, audited consaiifinancial statements of Advanced
Energy Voorhees and consolidated financial statésrerNoah Holdings, Inc.. Stand-alone financiatsinents for Advanced Energy
Voorhees are not included in Advanced Energy's alnmports on Form 10-K.

On April 6, 2000, Advanced Energy acquired Noahditals, Inc. by issuing approximately 687,000 shafesdvanced Energy's common
stock and assuming approximately 40,000 stock pgtio purchase its common stock. The merger catetita tax-free reorganization in
which Noah Holdings, Inc. became a wholly ownedsadiary of Advanced Energy. The merger has beeawated for as a pooling of
interest. Accordingly, the prior period consolidhfsmancial statements presented below have bestateel to include Noah Holdings, Inc. as
though it had always been part of Advanced Energy.

The summary consolidated financial data in thigtctos the six months ended June 30, 1999 and 20@Cas of June 30, 1999 and 2000 are
derived from Advanced Energy's unaudited finansiatements, which are included in Advanced Energyésterly report on Form 10-Q for
the quarter ended June 30, 2000. The unauditeddiaiadata has been prepared on the same basis aadited financial data and, in the
opinion of Advanced Energy's management, inclutieamal recurring adjustments necessary for astarement of the results for the
periods covered. Operating results for the six m®rinded June 30, 2000 are not necessarily ingkcatithe results that may be expected for
the entire year 2000.

This financial data highlights selected financrdbrmation of Advanced Energy but does not necédgsaclude all of the financial
information that is important to you. You should@tead "Management's Discussion and Analysisridrigial Condition and Results of
Operations" and the consolidated financial stateémand the notes to those statements included warkakd Energy's most recent Current
Report on Form 8-K, Annual Report on Form 10-K &hdhrterly Report on Form 10-Q, which are incorpedaty reference in this proxy
statement/prospectus.



ADVANCED ENERGY SELECTED CONSOLIDATED FINANCIAL DAT A

STATEMENT OF OPERATIONS DATA:

SaleS..coviire e $129,361 $1
Cost of sales...........cceeeee. 68,969
Gross profit.......ccceeeeeneee 60,392
Operating expenses:
Research and development........ 12,865
Sales and marketing............. 8,935
General and administrative...... 11,774

Restructuring charge............ --
Merger costs.........ccccoeuee. --
Storm damages (recoveries)...... -
Purchased in-process research

and development............... --

Total operating expenses.......... 33,574
Income (loss) from operations..... 26,818
Other (expense) income............ (505)

Net income (loss) before income
taxes and minority interest... 26,313
Provision (benefit) for income

tAXES. i 10,060
Minority interest in net income

(([S5S) P --
Net income (l0SS)................. $ 16,253 $

BALANCE SHEET DATA:

Cash and cash
equivalents/marketable
SECUNtieS.....ccvevveerenn. $ 15,157 $

Working capital................... 41,228

Total assets......... .. 71,437
Total debt.........coovvveeeennn. 3,505
Shareholders' equity.............. 49,772

SIX MONT

YEARS ENDED DECEMBER 31, JUNE

1996 1997 1998 1999 1999

(IN THOUSANDS, EXCEPT PER SHARE DATA)

36,547 $183,247 $130,336 $191,575 $77,205

87,576 114,280 92,333 106,208 44,583

48,971 68,967 38,003 85,367 32,622

17,288 19,336 23,862 26,618 12,696
11,291 12,258 14,246 17,628 7,430
10,212 11452 12440 15232 6,848
- ~ 1,000 - -
- ~ 2742 -
—~ 2700 (1,117) - -

-~ 3080 - - -

38,791 48,826 53,173 59,478 26,974

10,180 20,141 (15,170) 25,889 5,648

(63) (232) 243 1555  (42)

10,117 19,909 (14,927) 27,444 5,606
4,030 7,603 (3,790) 10,353 2,272
- - - 69 -

6,087 $12,306 $(11,137) $17,022 $3,334

024 $ 048 $ (0.41) $ 062 $ 0.12

023 $ 046 $ (0.41) $ 059 $ 0.12

DECEMBER 31,

1996 1997 1998 1999

(IN THOUSANDS)

12,435 $32,215 $28,164 $206,743
43,344 76,017 61,921 253,968
71,514 134,183 103,606 319,061
4,369 7,783 1,240 138,746
56,358 99,207 89,193 151,952

9

HS ENDED
30,

77,797

JUNE 30,
2000

$219,011
279,400
347,479
138,435
178,816



EMCO SELECTED FINANCIAL DATA

The selected statement of operations data for #f#®6igh 2000 and the related balance sheets aprdf3®, 1996, 1997, 1998, 1999 and
2000 are derived from financial statements auditeGrant Thornton LLP, independent accountants whie included in EMCO's annual
report on Form 10-KSB for the year ended April 2000, which is attached as Appendix C.

This financial data highlights selected financrdbrmation of EMCO but does not necessarily inclatl@f the financial information that is
important to you. You should also read "Managenmsdditscussion and Analysis of Financial Conditiod &esults of Operations" and
EMCO's financial statements and the notes to tetaements, included in EMCO's most recenK8B, which is attached as Appendix C i
incorporated by reference in this proxy statemeasijpectus.
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EMCO SELECTED FINANCIAL DATA

F ISCAL YEARS ENDED APRIL 30,
1996(1) 199 7 1998 1999 2000

STATEMENT OF OPERATIONS DATA:
Net sales........cccceennee 8,665,808 9,910 ,047 9,862,297 9,694,913 9,234,052
Cost of sales................ 4,852,125 5,626 ,944 5,921,450 5,711,006 5,693,569

Gross profit............... 3,813,683 4,283 , 103 3,940,847 3,983,907 3,540,483
Operating expenses:

Research & development..... 427,032 620 ,931 604,167 790,252 880,932

Sales & marketing.......... 2,040,468 2,404 ,919 2,366,339 2,142,086 1,917,928

General & administrative... 860,540 852 ,130 966,245 937,873 872,223
Total operating expenses..... 3,328,040 3,877 ,980 3,936,751 3,870,211 3,671,083
Income (loss) from continuing

operations................. 485,643 405 ,123 4,096 113,696  (130,600)
Other income (expense)....... 120,110 50 ,863 73,961 118,214 (60,265)
Net income before taxes...... 605,753 455 ,986 78,057 231,910 (190,865)
Provision (benefit) for

income taX................. 205,704 184 ,194 (8,988) 34,972 (52,005)

Net income (loss).......... 400,049 271 , 792 87,045 196,938  (138,860)
Basic earnings (loss) per

share.......ccccovuneenn. $ 012 $ 008 $ 002 $ 0.05 $ (0.03)
Diluted earnings (loss) per

share.......ccccoveveenne $ 011 $ 008 $ 002 $ 005 $ (0.03)

F ISCAL YEARS ENDED APRIL 30,
1996(1) 199 7 1998 1999 2000

BALANCE SHEET DATA:

Cash & cash equivalents...... 532,721 547 ,837 940,687 697,697 609,050
Working capital.............. 3,441,931 3,191 ,593 3,413,972 3,339,423 3,431,886
Total assets................. 6,835,857 7,133 ,628 7,165,721 7,473,106 7,767,247
Long-term obligations........ 601,482 188 ,100 189,700 220,500 244,400
Shareholders' equity......... 5,040,961 5,398 ,760 5,933,234 6,281,297 6,447,284
Shares outstanding(2)........ 3,441,315 3,497 ,565 3,982,199 4,042,374 4,125,259
Book value per share......... $ 146 $ 154 $ 149 $ 155 $ 156

(1) The financial statements for fiscal year 1998 ewonsolidated with General Metrology CorporatieMCO's wholly owned subsidiary,
which was liquidated in fiscal year 1997.

(2) Number of shares adjusted to reflect 25% stheklend in October 1998.
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COMPARATIVE PER SHARE DATA

The following table sets forth certain net incortes$) and book value per share data for Advancexidyrand EMCO, on an historical basis
and pro forma basis. Equivalent pro forma dataied upon an assumed exchange ratio of 0.2018hara of Advanced Energy common
stock for each share of EMCO common stock.

This information should be considered along with liistorical financial data regarding Advanced ggeand EMCO that are included in this
proxy statement/prospectus and that are incorpbtataeference in this proxy statement/prospectus.

ADVANCED ENERGY HISTORICAL DATA

SIX MONTHS
FISCAL YEAR DECEMBER 31, ENDED
------------------------ JUNE 30,
1997 1998 1999 2000
Net income (loss) per share -- basic............... .. $0.48 $(0.41) $0.62 $0.76
Net income (loss) per share -- diluted............. .. $0.46 $(0.41) $0.59 $0.73
Book value per share.............cccceeevveenneen. .- - $5.26 $6.12

EMCO HISTORICAL DATA

SIX MONTHS
FISCAL YEAR ENDED APRIL 30, ENDED
--------------------------- APRIL 30,
1998 1999 2000 2000
Net income (loss) per share -- basic............... .. $0.02 $0.05 $(0.03) $(0.04)
Net income (loss) per share -- diluted............. .. $0.02 $0.05 $(0.03) $(0.04)
Book value per share.............cccceeeevveeneen. .- - $1.56 $1.56
PRO FORMA COMBINED DATA
FISCAL YEAR ENDED SIX MONTHS
DECEMBER 31,(1) ENDED
------------------------ JUNE 30,
1997 1998 1999 2000(2)
Combined Net income (loss) per share -- basic...... .. $0.46 $(0.39) $0.59 $0.73
Combined Net income (loss) per share -- diluted.... .. $0.45 $(0.39) $0.57 $0.70
Combined Book value per share...................... .- - $5.33 $6.16

EQUIVALENT PRO FORMA FOR EMCO SHAREHOLDERS(3)

FISCAL YEAR ENDED SIX MONTHS
DECEMBER 31,(1) ENDED
------------------------ JUNE 30,
1997 1998 1999 2000(2)
Net income (loss) per share -- basic............... .. $0.09 $(0.08) $0.12 $0.15
Net income (loss) per share -- diluted............. .. $0.09 $(0.08) $0.11 $0.14
Book value per share.........cccccoceevveennen. .- - $1.07 $1.24

(1) Advanced Energy's fiscal year ends on DeceBbgEMCO's fiscal year ends on April 30. Advanceeigy's December 31, 1997, 1998
and 1999 fiscal years have been combined with EM@@til 30, 1998, 1999 and 2000 fiscal years fer Bto Forma Combined Data and
Equivalent Pro Forma for EMCO shareholders.

(2) Represents Advanced Energy's quarterly reultithe six months ended June 30, 2000 combineld BMCO's quarterly results for the :
months ended April 30, 2000. EMCO's quarterly rissidr the six months ended April 30, 2000 havenhaeluded both in the fiscal year
ended December 31, 1999 and the six months enaed3u

(3) Represents Pro Forma Combined Data per shdtgpled by an assumed exchange ratio of 0.2018.
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MARKET PRICE AND DIVIDEND INFORMATION

MARKET PRICE INFORMATION

Advanced Energy's common stock is quoted on thel&tpblational Market under the symbol "AEIS." EMC@dnmon stock is quoted on
the Nasdaq National Market under the symbol "EMCIé following tables show the range of high and lid prices for Advanced
Energy's and EMCQ's common stock on the NasdaghatMarket for the periods indicated. These priedlect inter-dealer prices, without
retail mark-up, mark-down or commissions and maynecessarily represent actual transactions. ThE@NMrices also reflect a 25% stock
dividend paid in October 1998.

ADVANCED ENERGY

HIGH BID LOW BID

FY 1998
Firstquarter......coooevvveiiceeiieeiceeeee $17.63  $10.00
Second qUANET......ccveeeeeeiviiiiieee 15.06 11.00
Third quarter.......ccocvvvvveieiiieeeeeeees 12.38 6.00
Fourth quarter.......cccoovveniiiieeeneeee 22.88 5.63

FY 1999
Firstquarter.....ccoovvvveeeeeniieeeeeees 29.50 19.25
Second qUArEr......ccoeeeeveiveviiiieeee 36.63 23.50
Third quarter......coccevvcieeiiieeeee 43.38  30.25
Fourth quarter.......cccoovveviiieeeneeee 49.88 30.38

FY 2000
Firstquarter.....ccoovvveeeeeniieneeees 77.44 4294
Second qUAer.....cccveeeeiiiiiee e 72.88 35.25
Third quarter (through Yovoooee

EMCO
HIGH BID LOW BID

FY 1999
Firstquarter......oocooevveevveevieecceeeeee $6.25 $4.00
Second qUANET......coveeeeeeieeiiiiieee 4.63 3.20
Third quarter.....coocevvcieiiiieeeee 5.03 4.00
Fourth quarter.......cccoovvveviiiiceeneeee 5.00 4.00

FY 2000
Firstquarter.....ccoovveveeieiniieneeeees 6.25 4.25
Second qUAer.....cccvveeeiiiiiee e 7.94 4.50
Third quarter.....coocevvvcieiiiieeeeee 9.50 4.75
Fourth quarter......cccooeeveveveenennennns 8.13 5.81

FY 2001
Firstquarter.....ccoocvviceciiieeeee 10.75 5.56
Second quarter (through Yoo

DIVIDEND INFORMATION

Advanced Energy has not declared or paid any cagltedds on its common stock since prior to 1994ewAdvanced Energy was an S
corporation for tax purposes. Advanced Energy citiiyentends to retain all of its future earningsfinance its business. In addition,
Advanced Energy's revolving credit facility prohgiAdvanced Energy from declaring or paying casiddnds on its common stock without
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the lender's consent. As a result, Advanced Engogyg not anticipate paying any cash or other dinddeon its common stock for the
foreseeable future.

EMCO has never paid cash dividends on its commueksind currently has no plans to do so in thestegable future. EMCO paid a 25%
stock dividend in October 1998. As a result, EMG8ued 804,189 shares of its common stock. EMCidasstrictions on its ability to pay
dividends.

RECENT MARKET PRICE INFORMATION

On July 5, 2000, the last trading day before annement of the proposed merger, the closing pride@fdvanced Energy common stock
the Nasdaq National Market was $52.6875 per shatdtee closing price of the EMCO common stock antasdaq National Market was
$7.75 per share. On, 2000, the latest practidadtiing day before the printing of this proxy staémt/prospectus, the closing price of the
Advanced Energy common stock on the Nasdaq Natidaaket was $ per share and the closing price®@BMCO common stock on the
Nasdaq National Market was $ per sh:

At an exchange ratio of 0.2018 shares of Advanaestdy common stock for each share of EMCO commacksthe equivalent per share
closing price for the EMCO common stock would haeen $10.63 on July 5, 2000 and $ on , 2000. Thgswalent per share prices are
calculated by multiplying the closing prices of thdvanced Energy common stock by the exchange.ratio

Because the total number of shares of Advanceddggreammon stock that Advanced Energy is obligateidgue in the merger is fixed at
900,000, the market value of the Advanced Energyrmon stock that you will receive in the merger wlilctuate prior to and following the
merger. Advanced Energy will not be required taésmore than 900,000 shares of its common stottiet&MCO shareholders and option
holders, even if the market price of the Advancedrgy common stock drops dramatically. YOU SHOULBTAIN CURRENT MARKET
QUOTATIONS FOR ADVANCED ENERGY COMMON STOCK.

NUMBER OF EMCO SHAREHOLDERS
As of , 2000, there were record holders of EMCO oum stock, as shown on the records of the tramgfent for EMCO's common stock.
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RISK FACTORS

By voting in favor of the merger, you will be chawgto invest in Advanced Energy common stock. sty in Advanced Energy's securit
involves a high degree of risk. You should cargfathnsider the risks and uncertainties describémAband the other information in this
proxy statement/prospectus and in the documentspocated by reference in this proxy statementfpeotus before deciding whether to vote
in favor of the merger.

RISKS RELATED TO THE MERGER
WE MAY NOT ACHIEVE THE BENEFITS WE EXPECT FROM THE MERGER.

To realize the benefits or synergies we expect fiteenrmerger, we will need to address a number sf-peerger matters in a timely and
efficient manner. Key integration issues include:

- retaining and assimilating the key personnel iO;

- marketing EMCO's semiconductor products and sesvio Advanced Energy's customers;

- retaining EMCO's existing customers and stratpgitners; and

- perfecting and commercializing EMCO's Mach Orehtelogy for digital flow controllers used to impesemiconductor manufacturing.
The successful execution of these post-merger rsattill involve considerable risk and may not beassful. These risks include:

- Advanced Energy is inexperienced with flow contemlhnology and, accordingly, may not be able tegrate the technology with Advanc
Energy's existing products to provide the integfa®lutions it anticipates;

- integration of EMCO's operations with AdvancedEjy's existing operations may require signifiadimersion of management's attention
and other Advanced Energy resources;

- we may incur unanticipated expenses relatedctniadogy integration; and
- the majority of EMCO's present sales are nohéosemiconductor capital equipment industry.

The combined company may not succeed in addretissg risks or other problems encountered in cdrmmewith the merger, which would
prevent us from achieving the benefits we expexhfthe merger. Addressing some of these riskshéyliversion of resources or the
incurrence of significant costs, could harm AdvahE@ergy's business and financial condition.

EMCO SHAREHOLDERS AND OPTION HOLDERS WILL RECEIVE RIXED NUMBER OF SHARES OF ADVANCED ENERGY
COMMON STOCK DESPITE CHANGES IN THE MARKET VALUE OEMCO COMMON STOCK OR ADVANCED ENERGY
COMMON STOCK.

Each share of EMCO common stock will be exchangeatié merger for at least 0.2018 of a share of Aded Energy common stock. The
actual exchange ratio will depend on the numbehafes of EMCO common stock outstanding or sulbjeaptions at the effective time of
the merger. There will be no adjustment for changelse market price of EMCO common stock or Adweh&nergy common stock. In
addition, neither EMCO nor Advanced Energy may teate the merger agreement solely because of chkandglee market prices of their
common stock. Accordingly, the specific dollar v@kf Advanced Energy common stock that EMCO shdden® and option holders will
receive upon the merger's completion will depenthenmarket value of Advanced Energy common stoo&nthe merger is completed and
may decrease from the date you submit your prokg. Share price of Advanced Energy common stock isalture subject to the general
price fluctuations in the market for publicly tradequity securities and has experienced signifigalatility. We urge you to obtain recent
market quotations for Advanced Energy common stoekEMCO common stock. Neither Advanced EnergyEMCO can predict the
market price of Advanced Energy common stock attamg before or after the completion of the mer&ere "-- Risks Related to Advanced
Energy's Business Fhe market price of Advanced Energy common stedkdhly volatile, which could lead to losses fodividual investor:
and costly securities class action litigation."
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MAINTAINING EMCO'S MANUFACTURING FACILITY COULD BE COSTLY.

Advanced Energy intends to maintain EMCQO's manufagg facility in Longmont, Colorado. Although meevis of Advanced Energy's
management team have visited the Longmont factlitgy will not fully understand EMCQO's manufactgyiprocess, or the strengths and
shortcomings of the manufacturing facility, unfileat the merger has been completed and they haare dygerating the facility for a while.
Managing the Longmont facility and integratingaserations with Advanced Energy's facilities thrioogt the country may involve
difficulties and costs that Advanced Energy dodgscnorently anticipate. The diversion of AdvanceateEjy resources, including
management's attention and financial expensesldiess unanticipated difficulties or pay unantitégscosts could harm Advanced Energy's
operations and results of operations.

ADVANCED ENERGY'S AND EMCO'S REASONS FOR THE MERGER ARE BASED IN PART ON EXPECTATIONS.

Advanced Energy's and EMCOQO's evaluations of themi@l benefits of the merger, particularly relgtio EMCO's Mach One flow controller
useable in the semiconductor manufacturing industeye based in part on certain forward-lookinginfation including the other company's
financial and new product projections. Certain ¢sem circumstances, many of which may be outdidecbntrol of Advanced Energy and
EMCO, may cause actual results to differ materitithyn those projections. In addition, because tiogegtions were made by management of
the other company, Advanced Energy's or EMCO'suatiain of the projections may be based on unstauéchaccurate assumptions.

EMCO'S OFFICERS AND DIRECTORS HAVE INTERESTS IN THE MERGER THAT MAY INFLUENCE
THEM TO SUPPORT THE MERGER.

The directors and officers of EMCO participate iraagements with Advanced Energy that provide théth interests in the merger that are
different from, or in addition to, yours. Thesedrgsts include an employment arrangement for Ch&rléMiller, EMCO's current president,
and continued indemnification from certain lialidg. In addition, all EMCO stock options, includiogtions held by directors and officers of
EMCO, will become fully vested as a result of therger.

These interests could cause the directors andeodficf EMCO to be more likely to favor the merdaart if they did not hold these interests.
See "The Merger -- Interests of EMCO's Managemetité Merger."

A MEMBER OF EMCO'S BOARD OF DIRECTORS IS ALSO A MBBER OF ADVANCED ENERGY'S

BOARD OF DIRECTORS, WHICH COULD INFLUENCE HIS VIEWF THE MERGER, PARTICULARLY IF ANOTHER COMPANY
MAKES AN ALTERNATIVE PROPOSAL TO ACQUIRE EMCO.

Trung Doan, a director of EMCO, was appointed ®Bloard of Directors of Advanced Energy one weédrdahe merger agreement was
signed. Mr. Doan's affiliation with both EMCO andivanced Energy could influence his view of the reer§or example, if another comp:
were to make an alternative proposal to acquire EVKIr. Doan's affiliation with Advanced Energy cdydrevent him from being impartial
in evaluating whether the alternative proposal wWdé more favorable to the EMCO shareholders.ithdincumstance, Mr. Doan could be
prohibited from participating in both EMCO and Adwead Energy directors' meetings on this subjecicivvould deprive both companies'
boards of directors of a valuable advisor.

RISKS RELATED TO ADVANCED ENERGY'S BUSINESS

ADVANCED ENERGY'S QUARTERLY OPERATING RESULTS ARBUBJECT TO SIGNIFICANT FLUCTUATIONS, WHICH
COULD NEGATIVELY IMPACT ITS FINANCIAL CONDITION, RESULTS OF OPERATIONS AND STOCK PRICE.

Advanced Energy's quarterly operating results filantuated significantly and it expects to contirtagexperience significant fluctuations.
Downward fluctuations in its quarterly results hdnstorically
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resulted in decreases in the price of its commockstQuarterly operating results are affected bgrgety of factors, many of which are
beyond Advanced Energy's control. These factonsidiec

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

- the timing and nature of orders placed by majmtemers;

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

- pricing competition from its competitors;

- component shortages resulting in manufacturingyde

- changes in customers' inventory management pes;ti

- the introduction of new products by Advanced Eyeor its competitors; 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.
Advanced Energy's customers exert pressure on AedaBnergy to reduce prices, shorten delivery tiamesextend payment terms. These
pressures could lead to significant changes igutsterly operating results.

In the past, Advanced Energy has incurred changegasts related to events such as acquisitiosspaturing and storm damages. The
occurrence of similar events in the future couldeadely affect its operating results in the apfliesquarter or quarters.

Advanced Energy's operating results in one or rdrge quarters may fall below the expectationardlysts and investors. In those
circumstances, the trading price of Advanced Ersrgymmon stock would likely decrease.

THE MARKET PRICE OF ADVANCED ENERGY COMMON STOCK IHIGHLY VOLATILE, WHICH COULD LEAD TO LOSSES
FOR INDIVIDUAL INVESTORS AND COSTLY SECURITIES CLAS ACTION LITIGATION.

The market for technology stocks, including Advah&mergy common stock, has experienced signifipene and volume fluctuations.
These fluctuations often have been unrelated rajmrtionate to the operating performance of traganies. From Advanced Energy's IPO
in November 1995 through August 10, 2000, the olpgirices of its common stock on the Nasdaq Nakibtzeket have ranged from $3.50 to
$73.25. The market for Advanced Energy common slikeky will continue to be subject to fluctuatiaridany factors could cause the trad
price of Advanced Energy's common stock to fluauatbstantially, including the following:

- future announcements concerning its businesgdtmology, its customers or its competitors;
- variations in its operating results;
- introduction of new products or changes in praguicing policies by Advanced Energy, its compattor its customers;

- changes in earnings estimates by securities stsaly announcements of operating results thata@raligned with the expectations of
analysts and investors;

- economic and competitive conditions in the indastin which its customers operate; and
- general stock market trends.

In the past, following periods of volatility in thearket price of a particular company's securiesurities class action litigation has often
been brought against that company. Many technatogypanies have been subject to this type of libgatAdvanced Energy may also
become involved in this type of litigation. Litigan is often expensive and diverts managemenéstath and resources, which could
significantly harm its business, financial conditiand results of operations.
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THE SEMICONDUCTOR AND SEMICONDUCTOR CAPITAL EQUIPMYT INDUSTRIES ARE HIGHLY VOLATILE AND
ADVANCED ENERGY'S OPERATING RESULTS ARE AFFECTED TOLARGE EXTENT BY EVENTS IN THOSE INDUSTRIES.

The semiconductor industry historically has beeyhlyi volatile and has experienced periods of oygsiuresulting in significantly reduced
demand for semiconductor capital equipment. Thedeations, in turn, have significantly reduced dedér Advanced Energy's systems.
During downturns, some of Advanced Energy's custerhave drastically reduced their orders for AdeshEnergy's systems and have
implemented substantial cost reduction programigsSa customers in the semiconductor capital egaig industry accounted for 60% of
Advanced Energy's total sales in 1997, 51% in 1898 in 1999 and 68% in the first six months of 20Advanced Energy expects that it
will continue to depend significantly on saleshie semiconductor and semiconductor capital equipmeastries for the foreseeable future.

A rapid decrease in demand for Advanced Energgdymts can occur with limited advance notice beedtusupplies subsystems to
equipment manufacturers and makes a substantiaharehsing proportion of its shipments on a justiine basis. This decrease in demand
can adversely impact its business and financialltesdisproportionately because of its unanticipateture.

A SIGNIFICANT PORTION OF ADVANCED ENERGY'S SALES AR E CONCENTRATED AMONG A FEW CUSTOMERS.

Advanced Energy's four largest customers accountetb% of its total sales in 1997, 45% in 1998%&ih 1999 and 56% in the first half of
2000. Advanced Energy's largest customer accodate?D% of its total sales in 1997, 22% in 1998%@ih 1999 and 39% in the first half of
2000. The loss of any of these customers or a mhteduction in any of their purchase orders waifhificantly harm Advanced Energy's
business, financial condition and results of openat

THE MARKETS IN WHICH ADVANCED ENERGY OPERATES ARE H IGHLY COMPETITIVE.

Advanced Energy faces substantial competition, @riigpnfrom established companies, some of whichehgeeater financial, marketing and
technical resources than it does. Advanced Enepgytsary competitors are ENI, a subsidiary of A{BER) plc, Applied Science and
Technology (ASTeX), Huettinger, Shindingen, Kyos@omdel and Daihen. Advanced Energy expects thabinpetitors will continue to
develop new products in direct competition withiritprove the design and performance of their systand introduce new systems with
enhanced performance characteristics.

To remain competitive, Advanced Energy needs tdicoe to improve and expand its systems and sysféarings. Advanced Energy also
needs to maintain a high level of investment irraesh and development and expand its sales ancetimylefforts, particularly outside of the
United States. Advanced Energy may not be ableatcerthe technological advances and investmentss@&geto remain competitive.

New products developed by competitors or more iefficproduction by competitors' could increase gues on the pricing of Advanct
Energy's systems. In addition, electronics comgmieluding companies in the semiconductor capialiipment industry, have been facing
pressure to reduce costs. Either of these factaysraquire Advanced Energy to make significantgri&ductions to avoid losing orders.
Further, Advanced Energy's current and prospectistomers consistently exert pressure on it to tqwiees, shorten delivery times and
improve the capability of Advanced Energy's systefadlure to respond adequately to these pressordd result in a loss of customers or
orders.

ADVANCED ENERGY MAY NOT BE ABLE TO INTEGRATE ITS AC QUISITIONS.

Advanced Energy has experienced significant gratutbugh acquisitions and continues to actively paracquisition opportunities. Prior to
1997, Advanced Energy did not make any signifi@guisitions. In the three years from 1997 throL§®9, Advanced Energy acquired four
companies. In the first seven months of 2000, AdedrEnergy has acquired or entered into agreerm®atxjuire an additional three
companies. Many of Advanced Energy's acquisitiorgate have been in markets in which Advanced Brieag limited experience.
Advanced Energy may not be able to compete suadbsif these
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markets or might not be able to operate the acduliusinesses efficiently. Advanced Energy's busiaesl results of operations could be
harmed if integrating these acquisitions resultsubstantial costs, delays or other operationfihancial problems. Further, the increased
pace of Advanced Energy's acquisitions has reqéich@énced Energy to try to integrate multiple asiiions simultaneously. This has
exponentially increased the demands placed on AshchEnergy's management team and has decreadeddtand effort that management
can give to integrating each acquisition, whiledhtinues to manage Advanced Energy's existinghessi

Future acquisitions could place additional strairA@vanced Energy's operations and management.nsédaEnergy's ability to manage
future acquisitions will depend on Advanced Enes@ylccess in:

- evaluating new markets and investments;

- monitoring operations;

- controlling costs;

- integrating acquired operations and personnel;

- maintaining effective quality controls; and

- expanding Advanced Energy's internal managentectinical and accounting systems.

Also, in connection with future acquisitions Advadd=Energy may issue equity securities which coeldilutive, incur debt, recognize
substantial one-time expenses or create goodwiltteer intangible assets that could result in $iggant amortization expense.

ADVANCED ENERGY MAY BE UNABLE TO MANAGE ITS GROWTH EFFECTIVELY.

Advanced Energy has been experiencing a periodooft and expansion. This growth and expansiotaisipg significant demands on

Advanced Energy's management and its operatingragstAdvanced Energy needs to continue to impradesapand its management,

operational and financial systems, procedures anttals, including accounting and other internahagement systems, quality control,
delivery and service capabilities.

In order to manage Advanced Energy's growth, it mesd to spend significant amounts of cash to:
- fund increases in expenses;
- acquire additional facilities and equipment;

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

- otherwise respond to unanticipated developmentempetitive pressures.

If Advanced Energy does not have enough cash od, ltaish generated from its operations or cashablailinder its credit facility to meet
these cash requirements, Advanced Energy will b@sdek alternative sources of financing to cautygsowth and operating strategies.
Advanced Energy may not be able to raise needddaraacceptable terms, or at all. Financings magrberms that are dilutive or
potentially dilutive. If alternative sources of dincing are required but are insufficient or unaldé, Advanced Energy will be required to
modify its growth and operating plans to the exterdvailable funding.

SHORTAGES OF COMPONENTS NECESSARY FOR ADVANCED ENERGY'S PRODUCT ASSEMBLY CAN DELAY
SHIPMENTS.

Manufacturing power conversion and control systesqggiires numerous electronic components. Dramatiethy in the electronics industry
has significantly increased demand for these compisn particularly in the second and third quaréérd000. This demand has resulted in
periodic shortages and allocations of needed coemisnand Advanced Energy expects to experiendéadd shortages and allocations
from time to time. Shortages and allocations caaldse shipping delays for Advanced Energy's systadwersely affecting results of
operations. Shipping delays also could damageioakttips with current and prospective customers.
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DEPENDENCE ON SOLE AND LIMITED SOURCE SUPPLIERS COULD AFFECT ADVANCED ENERGY'S ABILITY TO
MANUFACTURE PRODUCTS AND SYSTEMS.

Reliance on sole and limited source suppliers dones of Advanced Energy's components and subassentbét are critical to the
manufacturing of its systems involves several rigkduding 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 suppliers to develaehnologically advanced products to support Advdrieeergy's growth and development of
new systems.

Advanced Energy believes that in time it could obtand qualify alternative sources for most solé Bmited source parts or could
manufacture the parts ourselves. Seeking altematiurces or commencing internal manufacture opénts could require Advanced Energy
to redesign its systems, resulting in increasetsa@rsd likely shipping delays. Advanced Energy maynable to manufacture the parts
internally or redesign its systems, which coulduteis further costs and shipping delays. Theseeciased costs would decrease its profit
margins if Advanced Energy could not pass the dosits customers. Further, shipping delays coalchage Advanced Energy's relationships
with current and potential customers and have @nehbdverse effect on its business and resulbpefations.

ADVANCED ENERGY IS HIGHLY DEPENDENT ON ITS INTELLEC TUAL PROPERTY, BUT MAY NOT BE ABLE TO
PROTECT IT ADEQUATELY.

Advanced Energy's success depends in part ondgsiptary technology. Advanced Energy attemptsrédagt its intellectual property rights
through patents, copyrights, trademarks, d@tlosure agreements and other protective instntsnelowever, Advanced Energy might not
able to protect its technology, and competitorshinige able to develop similar technology indepetigem addition, the laws of certain
foreign countries might not afford intellectual pesty the same protection as do the laws of theéedrtates. For example, Advanced
Energy's intellectual property is not protectedobyents in several countries in which it does e&snand it has limited patent protection in
certain other countries. The costs of applyingpftents in foreign countries and translating thaiegtions into foreign languages require
Advanced Energy to select carefully the inventifmrsvhich it applies for patent protection and doaintries in which it seeks such protect
Generally, Advanced Energy has concentrated itstsffo obtain international patents in the Unik&dgdom, Germany, France, Italy and
Japan because there are other manufacturers aatbpess of power conversion and control systentedge countries, as well as customers
for those systems. Advanced Energy's inabilityailufe to obtain adequate patent protection inrtiquéar country could have a material
adverse effect on its ability to compete effectvial that country.

Advanced Energy's patents also might not be seffify broad to protect its technology, and anytégsor future patents might be
challenged, invalidated or circumvented. Additityalights under Advanced Energy's patents maynotide meaningful competitive
advantages.

Advanced Energy does not believe that any of islpcts are infringing any patents or proprietaghts of others, although infringements

may exist or might occur in the future. Litigatioray be necessary to enforce patents issued to AddaEnergy, to protect its trade secrets or
know-how, to defend itself against claimed infringent of the rights of others or to determine thepscand validity of the proprietary rights

of others. Litigation could result in substantiaktand diversion of Advanced Energy's efforts. &bwer, an adverse determination in any
litigation could cause Advanced Energy to lose pgedary rights, subject it to significant liabikis to others, require Advanced Energy to seek
licenses or alternative technologies from thirdiparor prevent it from manufacturing or selling jiroducts. Any of these events could have a
material adverse effect on its business, finaraalition and results of operations.
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ADVANCED ENERGY MUST CONSTANTLY DEVELOP AND SELL NE W SYSTEMS IN ORDER TO KEEP UP WITH RAPID
TECHNOLOGICAL CHANGES.

The markets for Advanced Energy's systems and #r&ats in which its customers compete are chaiiaetbby ongoing technological
developments and changing customer requirementsanfegd Energy must continue to improve existingesys and to develop new systems
that keep pace with technological advances and theeteeds of customers in order to succeed. AéxhBoergy might not be able to
continue to improve its systems or develop newesyst The systems Advanced Energy does develop migle coseffective or introduce

in a timely manner. Developing and introducing restems may involve significant and uncertain costivanced Energy's business,
financial condition and results of operations, &l as customer relationships, could be adverdédgid if it fails to develop or introduce
improved systems and new systems in a timely manner

ADVANCED ENERGY MUST ACHIEVE DESIGN WINS TO RETAIN EXISTING CUSTOMERS AND TO OBTAIN NEW
CUSTOMERS.

The constantly changing nature of semiconductaiidabon technology causes equipment manufactaoecsntinually design new systems.
Advanced Energy often must work with these manufaes early in their design cycles to modify itsigment to meet the requirements of
the new systems. Manufacturers typically choosearriie/o vendors to provide the power conversionigment for use with the early system
shipments. Selection as one of these vendorsledcaldesign win. Design wins are critical to Adeath Energy in order to retain existing
customers and to obtain new customers.

Advanced Energy typically must customize its systdom particular customers to use in their equipnmermchieve design wins. This
customization increases Advanced Energy's researtiidevelopment expenses and can strain AdvanaagdEangineering and management
resources. These investments do not always resd#gign 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. Advanced Energy's sales and greethd experience material and prolonged adverfeetsfif it fails to achieve design wins.
In addition, design wins do not always result ibstantial sales or profits.

Advanced Energy believes that equipment manufactuften select their suppliers based on factorh ag long-term relationships.
Accordingly, it may have difficulty achieving desigvins from equipment manufacturers who are nateruly customers. In addition,
Advanced Energy must compete for design wins for sigstems and products of existing customers, dietuthose with whom it has had
long-term relationships.

ADVANCED ENERGY'S EFFORTS TO BE RESPONSIVE TO CUSTOMERS MAY LEAD TO THE INCURRENCE OF COSTS
THAT ARE NOT READILY RECOVERABLE.

Advanced Energy may incur manufacturing overheablather costs, many of which are fixed, to meeicgrdted customer demand.
Accordingly, operating results could be adverséigced if orders or revenues in a particular petioo for a particular system do not meet
expectations.

Advanced Energy often requires long lead timesiérelopment of its systems during which times istraxpend substantial funds and
management effort. Advanced Energy may incur sicgnit development and other expenses as Advancedy¥Edevelops its systems with:
realizing corresponding revenue in the same pedpd; all.

ADVANCED ENERGY'S SUCCESS DEPENDS UPON ITS ABILITY TO ATTRACT AND RETAIN KEY PERSONNEL.

Advanced Energy's success depends upon the codtifioets of its senior management team and itsrtieal, marketing and sales person
These employees may voluntarily terminate theirlegmpent at any time. Advanced Energy's successdpends on its ability to attract and
retain additional highly qualified management, tachl, marketing and sales personnel. The prodessing employees with the combinati
of skills and attributes required to carry outsitiategy can be extremely competitive and
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time-consuming. Advanced Energy may not be ab&utwessfully retain existing personnel or identifiye and integrate new personnel. If
Advanced Energy loses the services of key persdonahy reason, including retirement, or is undblattract additional qualified personnel,
Advanced Energy's business, financial condition resdlts of operations could be materially and esklg affected.

ADVANCED ENERGY CONDUCTS MANUFACTURING AT ONLY A FE W SITES AND THEIR SITES ARE NOT GENERALLY
INTERCHANGEABLE.

Advanced Energy conducts the majority of its maotwfang at its facilities in Fort Collins, Colora@gmd Voorhees, New Jersey. Advanced
Energy also conducts manufacturing in Austin, Texas Fridley, Minnesota. Each facility generallymatactures different systems. In July
1997, a severe rainstorm in Fort Collins causedtsuial damage to its Fort Collins facilities andsome equipment and inventory. The
damage caused Advanced Energy to stop manufactatitihgt facility temporarily and prevented it freesuming full production there until
September 1997. Advanced Energy's insurance poliicenot cover all of the costs that it incurrecconnection with the rainstorm. Future
natural or other uncontrollable occurrences at@mydvanced Energy's manufacturing facilities thagatively impact its manufacturing
processes may not be fully covered by insurancecantti cause significant harm to its operations r@sdlts of operations.

ADVANCED ENERGY MIGHT NOT BE ABLE TO COMPETE SUCCEFULLY IN INTERNATIONAL MARKETS OR TO MEET THE
SERVICE AND SUPPORT NEEDS OF ADVANCED ENERGY'S INRNATIONAL CUSTOMERS.

Advanced Energy's customers increasingly requindcgand support on a worldwide basis as the ntsiikevhich Advanced Energy
competes become increasingly globalized. Advancetdy maintains sales and service offices in Geymapan, South Korea, the United
Kingdom, and Taiwan.

Sales to customers outside the United States atmibéor 23% of Advanced Energy's total sales in7123% in 1998, 28% in 1999 and 29%
in the first six months of 2000. Advanced Energpexts international sales to continue to repreaengnificant portion of its future sales.
International sales are subject to various rigksluiding:

- 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 historiten difficult for non-Japanese companies, indgdidvanced Energy, to penetrate.
Providing support services for Advanced Energy&esys on a worldwide basis also is subject to varitsks, including:
- the ability to hire qualified support personnel;

- maintenance of Advanced Energy's standard leva&ljgport; and

- differences in local customs and practices.

Advanced Energy's international activities are alsioject to the difficulties of managing oversemsrihutors and representatives and
managing foreign subsidiary operations.
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FLUCTUATIONS IN THE CURRENCY EXCHANGE RATE BETWEEN THE U.S. DOLLAR AND FOREIGN CURRENCIES
COULD ADVERSELY AFFECT ADVANCED ENERGY'S OPERATING RESULTS.

A portion of Advanced Energy's sales is subjeauimency exchange risks as a result of its inté@nat operations. Advanced Energy has
experienced fluctuations in foreign currency exdearates, particularly against the Japanese yaginBiag in 1997, Advanced Energy
entered into various forward foreign exchange @m$r as a hedge against currency fluctuationseilyéim. Advanced Energy has not
employed hedging techniques with respect to angrathirrencies. Advanced Energy's current or anyréuhedging techniques might not
protect it adequately against sudden or substantraéncy fluctuations.

ADVANCED ENERGY MUST MAINTAIN MINIMUM LEVELS OF CUS TOMIZED INVENTORY TO SUPPORT CERTAIN
CUSTOMER DELIVERY REQUIREMENTS.

Advanced Energy must keep a relatively large nurabervariety of customized systems in its inventorgneet client delivery requirements
because a substantial proportion of its businessivas the just-in-time shipment of systems. AdwahEnergy's inventory may become
obsolete as it develops new systems and as itsmess develop new systems. Inventory obsolescemdd bave a material adverse effect on
its financial condition and results of operations.

ADVANCED ENERGY IS SUBJECT TO NUMEROUS GOVERNMENTAL REGULATIONS.

Advanced Energy is subject to federal, state, lagdlforeign regulations, including environmenegulations and regulations relating to the
design and operation of its power conversion amdrobsystems. Advanced Energy must ensure thay#g&ms meet certain safety and
emissions standards, many of which vary acrosstdtes and countries in which its systems are Ws®dexample, the European Union has
published directives specifically relating to powepplies. Advanced Energy must comply with thesectives in order to ship its systems
into countries that are members of the EuropeaniJnn the past, Advanced Energy has investedfsigni resources to redesign its systems
to comply with these directives. Advanced Energljelves it is in compliance with current applicabdgulations, directives and standards and
has obtained all necessary permits, approvals atib@zations to conduct its business. However, g@nce with future regulations,
directives and standards could require Advanceddyrte modify or redesign certain systems, makeatabexpenditures or incur substantial
costs. If Advanced Energy does not comply with entior future regulations, directives and standards

- it could be subiject to fines;

- its production could be suspended; and

- it could be prohibited from offering particularssems in specified markets.

ADVANCED ENERGY MAY INVEST IN START-UP COMPANIES AN D COULD LOSE ITS ENTIRE INVESTMENT.

Advanced Energy has invested in start-up compaai@smay invest in other start-up companies, thaelbp products and technologies
which Advanced Energy believes may provide it viitture benefits. These investments may not proaigdebenefit, and Advanced Energy
may not achieve any economic return on any of tiresstments. Advanced Energy's investments irets&st-up companies are subject to
all of the risks inherent in investing in compartiest are not established. Advanced Energy cowd &l or any part of its investments in
these companies.

ADVANCED ENERGY LEASES ITS FORT COLLINS, COLORADOAEILITIES AND A CONDOMINIUM FROM ENTITIES IN
WHICH TWO INDIVIDUALS WHO ARE INSIDERS AND MAJOR SDCKHOLDERS HAVE FINANCIAL INTERESTS.

Advanced Energy leases its executive offices andufieaturing facilities in Fort Collins, Coloradafm Prospect Park East Partnership and
from Sharp Point Properties, LLC. Douglas S. Schativanced Energy's Chairman and Chief Executiviic€f, holds a 26.7% interest in
each of the leasing entities. G. Brent Backmarirectbr of Advanced Energy, holds a 6.6% interastach of the leasing entities.
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Aggregate rental payments under these leases & tb@aled approximately $1.7 million. Advanced Eyyealso leases a condominium in
Breckenridge, Colorado to provide rewards and itiges to its customers, suppliers and employeesaAded Energy leases the
condominium from AEI Properties, a partnership imak Mr. Schatz holds a 60% interest and Mr. Baakimalds a 40% interest. Aggregate
rental payments under the condominium lease fo® 18&led approximately $36,000.

ADVANCED ENERGY EXECUTIVE OFFICERS AND DIRECTORS OMWA SIGNIFICANT PERCENTAGE OF ADVANCED
ENERGY'S COMMON STOCK, WHICH COULD ENABLE THEM TO@NTROL ADVANCED ENERGY'S BUSINESS AND AFFAIR:

Advanced Energy's executive officers and directogether owned approximately 47% of its outstandiognmon stock outstanding as of
August 10, 2000. Douglas S. Schatz, Chairman anef Executive Officer, owned approximately 39% afvanced Energy's common stock
outstanding as of August 10, 2000. These stockhgtdgive Advanced Energy's executive officers arettbrs collectively, and Mr. Schatz
individually, significant voting power. Depending the number of shares that abstain or otherwis@atrvoted on a particular matter,
Advanced Energy's executive officers and directottectively, and Mr. Schatz individually, may bel@to elect all of the members of the
board of directors and to control Advanced Energysiness and affairs for the foreseeable future.

ANTI- TAKEOVER PROVISIONS LIMIT THE ABILITY OF APERSON O R ENTITY TO ACQUIRE CONTROL OF ADVANCED
ENERGY.

Advanced Energy's certificate of incorporation agthws include provisions 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 Advanced Energy's stockhold@asall a special meeting of stockholders; and
- impose procedural and other requirements thdtlaoake it difficult for stockholders to effect ¢&in corporate actions.

In addition, Advanced Energy is subject to the-sadteover provisions of the Delaware General Cafion Law. Any of these provisions
could delay or prevent a person or entity from &g control of Advanced Energy. The effect ofsherovisions may be to limit the price
that investors are willing to pay in the future fadvanced Energy's securities. These provision$ihdtso discourage potential acquisition
proposals or could diminish the opportunities falvAnced Energy's stockholders to participate endér offer, even if the acquisition
proposal or tender offer is at a price above tlea tturrent market price for its common stock.
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EMCO SPECIAL MEETING
DATE, TIME AND PLACE; MATTERS TO BE CONSIDERED

We are sending you this proxy statement/prospexgysart of the solicitation of proxies by EMCO fme at the special meeting of EMCO
shareholders scheduled to be held at a.m. local ®im, 2000, at EMCO's offices at 600 Diagonal Mig}, Longmont, Colorado. We are first
mailing this proxy statement/prospectus, includingptice of the special meeting of EMCO sharehslded a form of proxy on or about ,
2000.

At the special meeting, EMCO shareholders of reedhdbe asked to consider and vote upon the megpggposal and transact such other
business as may properly come before the specitimge

THE BOARD OF DIRECTORS OF EMCO HAS UNANIMOUSLY APRIRVED THE MERGER

AGREEMENT AND HAS DETERMINED THAT THE MERGER IS ADWABLE, FAIR TO YOU AND IN YOUR BEST INTERESTS.
THE BOARD OF DIRECTORS OF EMCO UNANIMOUSLY RECOMMHEDS THAT

YOU VOTE FOR APPROVAL OF THE MERGER AGREEMENT.
RECORD DATE; QUORUM; VOTING AT THE SPECIAL MEETING

EMCO's board of directors has fixed the close difress on , 2000 as the record date for the datation of shareholders entitled to notice
of, and to vote at, the special meeting. Only hdad record of EMCO common stock at the closeusfihess on the record date are entitle
notice of and to vote at the special meeting. Athefrecord date, there were [ ] outstanding shaeir&CO common stock held of record by
[ ] persons.

The presence, in person or by proxy, of the holdéet least a majority of the shares entitleddteat the special meeting is necessary to
constitute a quorum. Pursuant to the Colorado BussilCorporations Act and EMCO's articles of incomfion and bylaws, approval of the
merger agreement requires the affirmative vote téast 66 2/3% of the outstanding shares of EMG@mon stock entitled to vote at the
special meeting. Charles Miller, William A. Ring&aied Hosseini, Walter Kluck, Thomas G. Miller avdng Doan, who together hold
approximately 55% of the EMCO shares entitled tevan the merger agreement, have signed votingeagrets appointing Advanced Ene
their proxy to vote in favor of the merger.

Only shares affirmatively voted for approval of therger agreement, including shares representgddperly executed proxies that do not
contain voting instructions, will be counted asestFOR" the merger agreement.

Brokers who hold shares of EMCO common stock ieegstname for a customer who is the beneficial owhénose shares may not deliver a
proxy to vote the customer's shares without speitiftructions from the customer. These non-voltedes are referred to as broker nares.
EMCO common stock held in street name will onlywbéed if the broker receives a completed voteritsion form from the beneficial
owner of those shares. A voter instruction form iasn sent to EMCO shareholders with this proxiestant/prospectus.

Abstentions and broker non-votes will be includedétermining the presence of a quorum, but wilhihe same effect as voting against the
merger agreement.

A list of shareholders of EMCO is available at tfiices of EMCO and will be available at the speoi@eting.
SECURITY OWNERSHIP OF MANAGEMENT; EMCO VOTING AGREE MENTS

As of the record date, EMCO's directors and exeeutificers and their affiliates owned shares of@Mcommon stock which represents
approximately % of the EMCO common stock outstagd®harles Miller, William

A. Ringer, Saied Hosseini, Walter Kluck, ThomasMiller and Trung Doan, who together hold approxieiat5% of the EMCO shares
entitled to vote on the merger agreement, haveesigoting agreements appointing Advanced Energy piexy to vote in favor of the
merger.
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SOLICITATION OF PROXIES; REVOCATION

Shares of EMCO common stock represented by propedguted proxies received in time for the speuieéting will be voted in the manner
specified in the proxy. Proxies that are propergaited but do not contain instructions will beatbtFOR" approval and adoption of the
merger proposal. It is not expected that any matteer than approval and adoption of the mergepgsal will be brought before the special
meeting, but, if other matters are properly presgnthe persons named in such proxy will have aitfhainless authority to do so is withheld
in the proxy, to vote in accordance with their jodent on any other matter, including without limitat any proposal to adjourn or postpone
the special meeting or otherwise concerning th&aonof the special meeting.

A shareholder may revoke a proxy at any time pgndts exercise by (i) delivering, prior to the sfz# meeting, to EMCO's Corporate
Secretary, a written notice of revocation bearingter date or time than the proxy; (ii) deliverimgEMCO's Corporate Secretary, a duly
executed proxy bearing a later date or time tharré¢flioked proxy; or (iii) attending the special thregand voting in person. Attendance at
the special meeting will not by itself constituteeaocation of a proxy.

EXPENSES

EMCO will bear the cost of the solicitation of pres from its shareholders, and EMCO and Advancezt@nare each bearing one-half the
cost of printing and mailing this proxy statemeptispectus. In addition to the solicitation by mBMMCO's directors, officers and employees
may solicit proxies from its shareholders in pereoby telephone, telegram or electronically. Thoisectors, officers and employees will not
be additionally compensated for that solicitation imay be reimbursed for out-of-pocket expensemimection therewith. EMCO has also
retained a proxy solicitation firm, ADP Investor@munication Services, to aid it in the solicitatipmocess. EMCO will pay that firm a fee
$1,650, plus reasonable expenses. Arrangementaladllbe made with brokerage houses and otherdiasty nominees and fiduciaries for
the forwarding of solicitation materials to the b&aial owners of shares held of record by suclsq@es. EMCO will reimburse those
custodians, nominees and fiduciaries for theiragrable out-of-pocket expenses in connection théhewi

AVAILABILITY OF INDEPENDENT ACCOUNTANTS

Representatives of Grant Thornton LLP, independeaditors of EMCO, will be present at the speciaétimg, will have the opportunity to
make a statement should they desire to do so aneixpected to be available to respond to apprepgiaeéstions.
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THE MERGER
BACKGROUND OF THE MERGER

Beginning in June 1999, the EMCO board of direchigan to explore various strategic alliances arahgements for its semiconductor
business. EMCO received one proposal in June 1%8¢hwvinvolved a distribution agreement for EMCO’'egucts and a second proposal in
the fall of 1999 to distribute the Mach One prodégaiother proposal was evaluated beginning in Sepéz 1999 which included a buyout of
the semiconductor portion of EMCQ's business fehgaus a royalty. Discussions were held with agany in late March 2000 through mid-
April 2000, regarding a strategic partnership edab the Mach One product and an equity investimeBMCO by the Company. A fifth
company also held discussions in April 2000 with@®™regarding purchasing the Mach One technologgdsh. These proposals, each of
which were from companies other than Advanced Bnevgre rejected by the EMCO board of directora@sgiving sufficient value to eith
the semiconductor business or the core flowmetsinkegs and because of unfavorable tax consequenEd4CO and its shareholders.

At an EMCO board of directors meeting on Februarg@®o0, directors Trung Doan and William Ringer &vasked to search for an executive
to lead EMCO's emerging semiconductor industry peteldivision. Mr. Ringer contacted James Gentidc®resident of Advanced Energy
Voorhees, Inc., a subsidiary of Advanced Energypmwine had known for several years.

Charles E. Miller, President of EMCO, met with MBentilcore on February 14, 2000, to discuss EM@®@isrging semiconductor products
division. They also discussed an Advisory CourmilEMCO, which Mr. Miller was working actively tamfm, and whether Mr. Gentilcore
would be interested in serving on EMCO's Advisonu@cil concerning the semiconductor industry prasiuc

On February 24, 2000, the Board of Directors of EMGrmed the Advisory Council, consisting of Mes$san, Ringer, Gentilcore and
Jerry Howard and Charles Miller, to develop a besiplan for the semiconductor products divisidre Advisory Council met on March 9
and April 7, 2000. The Advisory Council recognizédt it would be difficult for EMCO to enter thers&onductor market alone and
discussed the advisability of having EMCO seekréngaship or partnerships with market leaders imgi@mentary product areas to
supplement EMCO's existing joint development age@nwith Micron Technology Inc. Mr. Howard has sedpsently become EMCO's Vice
President of Operations.

On April 18, 2000, Advanced Energy and EMCO enténéal a non-disclosure agreement relating to theharge of non-public information
in connection with the consideration of a posshlsiness combination or similar transaction.

On April 28, 2000, Mr. Miller sent Douglas Schathairman and Chief Executive Officer of Advanceciyy, a copy of the EMCO
Advisory Council's business plan and requestede&timgto discuss a possible business relationship.

At a meeting on May 4, 2000, Messrs. Miller, Schaid Gentilcore discussed the possibility of AdwahEnergy acquiring EMCO for
800,000 to 1,000,000 shares of Advanced Energy camstock. On May 4, 2000, the closing price of Atved Energy’'s common stock was
$60.625 per share. Mr. Miller agreed to submitdbecept proposal to EMCO's board of directors fmrsideration.

At an EMCO board of directors meeting on May 12)@0Mr. Miller summarized the various discussidmet the had held with representati
of Advanced Energy and the possibility of complgtsome form of business arrangement for EMCO'sa@amdiictor business. At that same
meeting, the EMCO board of directors heard frond&@nes Williams, Jr. and David J. Cook of EMCO'salepunsel, Chrisman, Bynum &
Johnson P.C., regarding the directors' fiduciatyedun this setting, met with representativesrofrevestment advisor firm concerning work
required to render a fairness opinion and the Aatyi€ouncil presented its business plan. The gétesras of the proposed merger,
additional possible terms and the merger process described to the EMCO board of directors by Mitler and Mr. Williams. Mr. Wayne
Ehlert of Grant Thornton LLP, EMCO's accountingrfjresponded to questions from EMCO's board otttirs.
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On May 18, 2000, Mr. Schatz spoke with Mr. Millerdaproposed to issue 800,000 shares of Advancedy£eemmon stock in exchange for
all of the EMCO common stock. On May 19, 2000, aierEMCO directors and officers met via teleconfiersto discuss possible business
transactions with Advanced Energy, as well as tarradtive proposal from a company other than Adedrtenergy. In light of Advanced
Energy's then reduced stock price, the particigaMCO directors approved submitting a proposa#ldeanced Energy recommending a
joint venture instead of a full business combimation May 19, 2000, the closing price of Advanceegy's common stock was $46.50
share. Mr. Miller sent this proposal to Mr. Schiayze-mail on May 22, 2000.

On May 27, 2000, Mr. Ringer and Mr. Doan met with chatz to discuss the possibility of Advanceeérgy acquiring only EMCO's
semiconductor business. This possibility was evatlidbut was rejected for tax and accounting reason

On June 14, 2000, Mr. Ringer and Mr. Miller methwilessrs. Schatz and Gentilcore and Joseph Monkp®skior Vice President of
Advanced Energy, and representatives of Thelen &étdest LLP, Advanced Energy's legal counselliszuss the various alternative
transactions. Advanced Energy proposed acquiring€BMor 900,000 shares of Advanced Energy commarkston June 14, 2000, the
closing price of Advanced Energy's common stock $&&375. Messrs. Ringer and Miller indicated tos&dced Energy that they would
present the proposal to EMCOQO's board of directors.

During the week of June 15, 2000, Mr. Ringer bethansearch for a financial advisor. After receivangpecommendation from a former
business associate and reviewing credentials, MgeR recommended engaging Quist Financial, Insetwe as financial advisor to EMCO.

On June 15, 2000, the EMCO board of directors heklephone board meeting, which Mr. Williams ofi€man, Bynum & Johnson, P.C.
also attended. Charles Miller described the teridsdwvanced Energy's June 14, 2000 proposal. Theybter consequences, risks, and ber
were discussed. Messrs. Miller and Ringer wereaistéd to continue negotiations with Advanced Egeldr. Miller was authorized to
negotiate to retain Quist Financial to render efgss opinion. On June 19, 2000 EMCO retained Qinstncial Inc.

From June 15, 2000 to June 30, 2000, Advanced Ereerd EMCO conducted due diligence reviews of edblr and held numerous
conference calls and meetings to discuss the tefie potential acquisition. Mr. Miller kept thévVEEO board of directors fully informed as
to the status of all discussions with Advanced Byer

On June 29, 2000, the EMCO board of directors médidcuss a proposed merger agreement submittédmnced Energy and the fairness
opinion prepared by Quist Financial. Mr. Brett Soichf Quist Financial discussed the memorandum @iy the fairness opinion in detalil
and responded to questions from the EMCO boardrettrs. The EMCO board of directors also discdssaveral issues relating to pooling
of interests accounting treatment with represergatof Grant Thornton LLP, EMCO's accounting firm.

From June 29, 2000 to July 6, 2000, Advanced EnangyEMCO continued to negotiate the merger agreeme

On July 6, 2000, the EMCO board of directors mehwepresentatives of EMCO's financial, legal aocbanting advisors to discuss the
terms of the merger agreement. Mr. Suchor of Qrifgincial presented a financial analysis of thedaation and responded to questions from
the EMCO board of directors. Legal counsel and ENdCG@countants also responded to questions fromal m@mbers regarding the terms of
the agreement and pooling of interests accountearment. EMCO's accountants delivered their pgddifinterests report to the EMCO
board of directors. Following these discussions,EMCO board of directors determined that the ntemgeeement and the merger were in
best interests of EMCO and its shareholders arfibaiged EMCO to enter into the merger agreement.

Also on July 6, 2000, the Advanced Energy boardi@ctors met via teleconference to discuss thpgsed transaction. After hearing
presentations from Messrs. Schatz and Monkowskherdue
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diligence investigations, the proposed merger agese and the strategic benefits of the proposedisitign, a lengthy and detailed question
and answer session followed until all the direstquestions had been addressed. The Advanced Hoeagy of directors approved the
merger agreement and authorized Advanced Energgtey into the merger agreement.

Following the Advanced Energy and EMCO board oécliors meetings, Advanced Energy and EMCO entetedlie merger agreement and
Advanced Energy issued a press release annourarexecution of the agreement.

RECOMMENDATION OF THE EMCO BOARD OF DIRECTORS AND E MCO'S REASONS FOR THE MERGER

The board of directors of EMCO believes that thegaeagreement is advisable and in the best inteof&MCO and its shareholders.
Accordingly, the EMCO board of directors has unamisly approved the merger agreement and recomnteatlEMCO shareholders vote
for the adoption of the merger agreement.

In approving the merger agreement, EMCO's boaurirettors considered the following benefits, whiichthe view of the board, supported
its determination:

- The combined company, as compared to EMCO amwits will have greater financial resources and eincreased opportunities to
expand EMCO's product offerings and markets;

- The difficulties of EMCO entering the semicondurotquipment industry, which was a business in titibad not previously engaged, and
in financing that project and building a world wisigles and support organization for that market;

- The merger may increase value for EMCO sharelhs|des well as provide a more stable platform fgi®'s employees and customers;

- The merger will enable shareholders to contimughtare indirectly in EMCO's growth over the loegt as part of a larger company with a
more liquid trading market;

- The merger will yield for EMCO shareholders amaaitive exchange ratio for their shares of EMC@nwn stock;
- The tax free treatment of the merger;

- Potential dilution of the share holdings of eigtEMCO shareholders if EMCO sought to financeeitpansion through a further sale of
equity securities;

- The US and Israeli armies are jointly developngactical High Energy Laser (THEL), of which EMG@igital valve products are key
components, as a defense against short range esiSERW is serving as the general contractor angitoject. Should this program be
deployed, there could be significant expendituesgiired for facilities and equipment in order toetthe demand for this product;

- The liquidity provided by the market for Advancedergy common stock will reduce the risk assodiatgh an investment in a smaller
company such as EMCO; and

- The prospects of Advanced Energy.

In reaching its decision to approve the mergerexgent, the board of directors of EMCO consultedh\EMCO's management, as well as
with its financial, accounting and legal advisdrke following discussion of factors considered BEO's board of directors is not intended
to be exclusive but summarizes the material factorsidered.

EMCO's board of directors reviewed various histrinformation concerning EMCO's and Advanced Epsrgespective businesses,
financial performances and conditions, stock pramed trading activity, operations, management temmiscompetitive positions. EMCO's
board of directors considered available informaabout Advanced Energy, including its public repdar its most recently completed
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fiscal year and subsequent fiscal quarters as Wit the Securities and Exchange Commission. Hitawh, the board of directors instructed
management to conduct additional due diligence dwaficed Energy's financial condition and prospestd,the results of that due diligence
were reported to EMCQO's board of directors. Thedh@@ directors concentrated in particular on ee@mmpany's financial condition, results of
operations, businesses and prospects before ardyafing effect to the merger. Based in part uffwse factors, EMCO's board of directors
believes that a merger with Advanced Energy woelihtthe best interests of EMCO and its sharehslder

EMCO's board of directors examined current finalnmiarket conditions and historical market priceslatility and trading information with
respect to shares of EMCO common stock and AdvaBoedgy common stock. In particular, EMCO's bodrdicectors noted Advanced
Energy's average daily trading volume was signifilyagreater than EMCO's average daily trading mradu

EMCO's board of directors compared the considardatidoe received by EMCO shareholders in the mesgterthe consideration received in
various comparable merger transactions. The dethitis comparison are set forth below under "pir®bn of Quist Financial Inc." on page
32. Based on this comparison, the board of dirs@ddEMCO believes that the merger consideratitia féthin the range of what is
reasonable and fair for EMCO shareholders.

EMCO's board of directors viewed the terms of tlergar agreement, including but not limited to, filked number of shares constituting the
merger consideration, the fact neither party coafchinate solely based on the market price of ejpaety's stock, the parties' representations,
warranties and covenants, the conditions to tlesipective obligations and the termination provisj@s reasonable in light of the entire
transaction. EMCO's board of directors also considi¢he terms of the proposed merger agreementdiageEMCO's rights to consider and
negotiate other acquisition proposals in certaiournstances, as well as the possible effects afigioms regarding liquidated damages. The
board of directors considered that the provisionghé merger agreement for the benefit of EMCOaeasly protected the interests of EMCO
shareholders, and those for the benefit of Advaioeetgy did not present any significant reasondmptoceed with the transaction
considering all of the circumstances. EMCO's badrdirectors considered the Quist Financial, Imginion that the merger consideration to
be paid by Advanced Energy for each share of EMG@mon stock was fair to EMCO shareholders frormarftial point of view.

EMCO's board of directors considered the anticigbaitgoact of the proposed transactions on the coetbaompany's future performance,
financial and otherwise, the relative size of EM&@&@@ Advanced Energy, and the improved prospedtsec$uccess of the Mach One
semiconductor industry product if the merger ocedrnfEMCO's board of directors also noted favorahdy the former EMCO shareholders
stockholders of Advanced Energy after the mergeuldvshare the benefits of any success of the Mawh product.

EMCO's board of directors considered the mergenmct on EMCO's customers and employees. Geneitadijgoard viewed the impact on
employees as positive, in that they would becormegia diversified leader in semiconductor capié@lipment manufacturing markets and
participate in a successful company that has satislig greater resources than EMCO. EMCO's bodwdirectors also generally viewed the
impact on EMCO's customers as positive, in thag #iso would benefit from having a much larger campstanding behind EMCO's
products and a knowledge that EMCO likely will hakie resources to continue to provide precisiowiiheters for the semiconductor
industry and flowmeters and controllers for liquighs and steam applications for other industriees& same benefits would apply to
EMCO's contract electronics manufacturing and digitilve businesses.

EMCO's board of directors received reports from EDCmanagement and its financial advisor as tadbelts of their due diligence
investigation of Advanced Energy, which consistegart of reviewing publicly available informati@md research analyst reports. The
reviewed reports indicated no significant issues would preclude approval of the merger by EMQ#ard of directors.
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The board of directors of EMCO also identified adsidered a variety of potentially negative fagtorits deliberations concerning the
merger, including, but not limited to:

- The challenges of integrating a business sudiMSO with a much larger company such as Advancestdsn and the associated risk that
the potential benefits sought in the merger migttthe fully realized,

- The possibility that the merger might not be eonmated, and the effect of public announcemertt@hterger on:
- EMCO's sales, operating results and stock price;

- EMCO's distributor network;

- EMCO's ability to attract and retain personnel;

- the progress of potential and actual developrperjects with third parties who may view workingtivAdvanced Energy differently than
working with EMCO; and

- EMCO's ability to secure financing for its futiegpansion.

- The possibility of substantial charges to be inedi in connection with the merger, including castitegrating the businesses and
transaction expenses arising from the merger;

- The risk that despite the efforts of the combinethpany, key technical and management personiggitmot remain employed with the
combined company;

- The interests of certain officers and directdrERICO in the merger, including the matters desadilinder "The Merger -- Interests of
EMCO's Management in the Merger and Potential Guaefbf Interests" on page 40;

- The effect on EMCO's ability to consider competaffers prior to completion of the merger, inclglithe effect of the covenant to not
solicit other bidders and the liquidated damagesipions in the merger agreement;

- Risks associated with fluctuations in Advanceeigy's stock price prior to and after closing @ therger and the historical fluctuations in
that price;

- Limitations on the ability of EMCO affiliates t@sell Advanced Energy common stock; and
- Various other risks described under "Risk Fa¢tbegjinning on page 15.
In the judgment of EMCO's board of directors, tléeptial benefits of the merger agreement outwelghese considerations.

The board of directors of EMCO also considered velfigrnatives existed to the merger, includingeeing the prospects for EMCO
continuing as an independent company and altematinsactions previously considered by EMCO.dhtlof the factors described above,
the board of directors determined that the valukekmnefits available to EMCO shareholders fromntigeger agreement exceeded the
potential they might realize from EMCO continuirggan independent company.

EMCO's board of directors also considered the piatiethat a third party might be willing to entertd a strategic relationship with EMCO or
propose to acquire EMCO. The board of directorsnditj however, view this possibility as likely toopide an alternative superior to the
merger with Advanced Energy. In this light, the fabaf directors of EMCO also evaluated Advancedrgy's requirement that EMCO agree
to the provisions of the merger agreement limiiMCO's rights to consider and negotiate acquisitimposals with others. It appeared
unlikely to the board of directors that EMCO woble able to enter into a transaction with AdvancedrBy without these provisions.
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OPINION OF QUIST FINANCIAL, INC.

Pursuant to an engagement letter dated June 19,(#39"Engagement Letter"), the EMCO Board ret@iQaiist Financial, Inc. to act as its
exclusive financial advisor in connection with therger, as described in the Engagement Lettert @imancial's business is the valuation of
businesses and business interests, including bititely held and publicly traded companies, fopalrposes, including mergers and
acquisitions. Since 1984, Quist Financial, Inc. fiascessfully completed more than 1,500 valuatiojepts, principally in the Rocky
Mountain region. Quist's professional staff is eigreced in valuing companies to a wide range ofigtdes (from emerging high tech and
Internet companies to those in traditional manuifi@ey, distribution and service businesses). EM@@ded Quist Financial as its financial
advisor on the basis of Quist Financial's expegesd expertise in transactions similar to the ereagd its reputation in the business
community.

On June 29, 2000, Quist Financial delivered toBNMECO board of directors its opinion, subsequentigfcmed as of July 6, 2000, that the
exchange ratio is fair, from a financial point aéw, to EMCOQO's shareholders as of that date. N@dimns were imposed by the EMCO
Board on Quist Financial with respect to the inigggtons made or procedures followed in renderis@pinion.

THE FULL TEXT OF THE QUIST FINANCIAL WRITTEN OPINI®I TO THE EMCO BOARD IS ATTACHED AS APPENDIX B AND
IS INCORPORATED HEREIN BY REFERENCE AND SHOULD BEERD CAREFULLY AND IN ITS ENTIRETY IN CONNECTION
WITH THIS PROXY STATEMENT/PROSPECTUS. THE FOLLOWINS&UMMARY OF QUIST FINANCIAL'S OPINION IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE FULIDTEXT OF THE OPINION.

Quist Financial's opinion is directed to the EMC@aBl of directors and does not constitute a recamdia#on to any shareholder as to how
such shareholder should vote with respect to thgemeagreement. Quist Financial's opinion addressBsthe financial fairness of the
Exchange Ratio to be received by the EMCO sharehsldursuant to the merger agreement and doesldiess the relative merits of the
merger or alternatives to the merger, the undegldiecision of the EMCO Board to proceed with oeeftthe merger or any other aspect of
the merger. In furnishing this opinion, Quist Fineh did not admit that it is an expert within theaning of the term "expert" as used in the
Securities Act, nor did it admit that its opinioanstitutes a report or valuation within the mearofithe Securities Act.

In connection with its opinion, Quist Financial, @ng other things:
- reviewed a draft of the merger agreement;

- held discussions with senior management, directepresentatives and other advisors of EMCO laachief Financial Officer of
Advanced Energy concerning the business, operasindprospects of EMCO and Advanced Energy;

- examined publicly available business and findrinfarmation relating to EMCO and Advanced Energy;

- examined financial forecasts of EMCO and othésrimation and data for EMCO and Advanced Energgluiing strategic implications and
operational benefits anticipated to result fromrrerger;

- reviewed the financial terms of the merger imtieh to, among other things, current and histbritarket prices and trading volumes of
EMCO and Advanced Energy capital stock;

- reviewed projections regarding Advanced Energarialysts' reports;
- reviewed the historical and projected capitalmatnd financial condition of EMCO;

- considered the financial terms of certain othmilsir transactions recently effected that it coasédl relevant in evaluating the exchange
and analyzed certain financial, stock market aheémopublicly available information relating to thasinesses of other companies whose
operations they considered relevant in evaluatioge of EMCO and Advanced Energy;

- considered and reviewed earnings projectionEMCO and Advanced Energy as published by I/B/Et&riational Inc.;
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- evaluated the pro forma financial impact of tid@D projections upon these published projectediegsfor Advanced Energy; and

- conducted such other analyses and examinatiahs@rsidered such other information and finaneieabnomic and market criteria as it
deemed appropriate.

The financial terms and conditions of the draft gegragreement reviewed by Quist Financial are idehto those contained in the executed
merger agreement.

In connection with its review, Quist Financial eglj without independent verification, upon the aacy and completeness of all financial and
other information and data publicly available, fished to them or discussed with them. Quist Firenelied upon the assurances of the
management of EMCO and Advanced Energy that theg wat aware of any facts that would make any efitifiormation provided to Quist
Financial inaccurate or misleading. Quist Finana&umed for purposes of its opinion that infororapirovided to Quist Financial had been
prepared on a reasonable basis in accordancenditistiry practice and, with respect to financiaktasts of EMCO, reflects the best curre
available estimates and judgment of EMCQO's manage&aMCO and Advanced Energy do not publicly diselinternal management
forecasts, and EMCO's forecasts provided to Quistrf€ial were not prepared with a view toward pubisclosure. Advanced Energy did
provide Quist Financial with internal forecastsstead Quist Financial used forecasts regarding Acké Energy stated in analysts' reports.
Any forecasts used by Quist Financial were baseoh tqumerous variables and assumptions that areeintiy uncertain, including, without
limitation, factors related to general economic aathpetitive conditions. Accordingly, actual resutbuld vary significantly from those set
forth in such forecasts.

Quist Financial assumed that the merger will bate@ as a tax-free reorganization for U.S. fedaeme tax purposes and that it qualifies,
and will be accounted for, as a "pooling of intése@ accordance with generally accepted accogrgimciples. Quist Financial did not me
and was not provided with an independent evaluaticappraisal of the assets of EMCO or Advanceddnand did not independently ver
any pending or threatened litigation, possible seged claims or other contingent liabilities. QEgancial has assumed that all necessary
regulatory approvals and consents required fotréresaction will be obtained in a manner that wiit have adverse effects on EMCO or
Advanced Energy or change the exchange ratio. @inaincial has assumed that neither EMCO nor Adediitnergy are party to any
material pending transactions, including extermaricing, recapitalizations, acquisitions or memjecussions, other than the merger or ir
ordinary course of business. Finally, Quist Finahgiopinion is based on economic, monetary andkeband other conditions disclosed to
Quist Financial as of, and the information madelalke to Quist Financial as of, the date of itsnagn. Accordingly, although subsequent
developments may affect its opinion, Quist Finalntés not assumed any obligation to update, reniseaffirm its opinion. Quist Financial
has also assumed that the merger will be consundnratccordance with the merger agreement with@ivev of any of the conditions
precedent to the merger contained in the mergeeagent. Set forth below is a brief summary of g#port presented by Quist Financial to
EMCO Board on June 29, 2000 in connection witlogion.

Summary of Advanced Energy Proposal

Quist Financial calculated that as of June 27, 26@Advanced Energy proposal reflected a fixetharge ratio of 0.2107 shares of
Advanced Energy for each share of EMCO. The estithgtoss aggregate consideration or purchase giribat time was valued at
$52,087,500, based on Advanced Energy's stock pfi$87.875 per share on that date. Quist Finapcggared a table showing a range of
potential values of the proposed transaction baped $1 increments between Advanced Energy's 5X-wading high of $77.438 and
trading low of $30 per share. The date June 270 2085 used in the preparation of materials preddmteQuist Financial to the Board of
Directors of EMCO on June 29, 2000. Quist Finanalab calculated that as of July 6, 2000, the datehich the merger agreement was
signed, the estimated gross aggregate conside@tipurchase price at that time was valued at $487/40, based on Advanced Energy's
closing stock price of $52.6875 on July 5, 2000.
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Methodology

Quist Financial evaluated the merger proposal usimgmarket approaches:

(i) public guideline company multiples with a casltpremium and comparable change of control vaduati and (ii) an income approach us

a discounted cash flow analysis. To reflect théed#hces between the existing core business of EXld@neters for conservation and
industrial purposes and the new EMCO semicondyrtmiucts, Quist Financial divided EMCO's historiaatl projected results in two
divisions -- the core business and the new prodiietsion. The new products division primarily indes the THEL digital value product and
the mass flowmeter products for the semiconducidustry. The new products have not yet generatgdfigiant revenues, although EMCO
has invested significant funds in their developm&btobtain an accurate representation of EMCGsk flaw generation ability from its core
business, Quist Financial subtracted the cost evehues related to the new products from EMCO'salalated income statement. In its
valuation, Quist Financial separately examinedvidae of EMCO's core business, the value of the memaucts division, and the value of the
consolidated company.

Market Approaches
1. Valuation Multiples of Similar Public Companies

Quist Financial used an analysis of similar pubticnpanies as an indication of the value of EMCOftg business. Quist Financial examined
135 publicly traded companies in businesses sirtol&MCO's core business and selected seven af tteeapanies as the best guideline
companies for EMCO's core business.

This group consisted of the following companies:

1. Badger Meter Corporation 5. Millipore C orporation
2. Dionex Corporation 6. Pall Corpor ation

3. The Donaldson Company 7. Puroflow Co rporation
4. ISCO, Inc.

From these companies, Quist Financial calculatelipfes for Market Value of Invested Capital (MVI@) Sales, MVIC to Earnings Before
Interest Taxes Depreciation and Amortization (EBR)DMVIC to Earnings Before Interest and Taxes (EBand MVIC to Projected
Earnings in 2000 and 2001. Quist Financial beliethed, because EMCOQO's earnings were at least terijyodepressed as a result of recent
investments in research and development, an earhiaged approach such as MVIC to EBIT was not a gudication of value. Excluding
MVIC to EBIT, this analysis imputed a range of MV&Ebetween $8.7 million and $18.6 million for EMG@ore business.

Quist Financial examined the market capitalizabbEMCO before development of the new products.eBam the average outstanding
shares for the year ended April 30, 1998, and EMQ@@érest bearing debt, EMCO's MVIC was $12.3iomilbefore the new product
development effort. On June 27, 2000, the actual®®&f EMCO was $33.0 million, implying a range aflue for the new products division
of between $14.4 million and $24.3 million.

1.1. Public Company Multiples by Size Within Indyst

Because EMCO's revenues, market capitalizatioraanédt size are smaller than many of the guidetingpanies who had similar operations,
Quist Financial did a second guideline comparissingi19 companies of a similar size. Excluding MM&CEBIT, this analysis resulted in an
indicated value for EMCO's core business of betwg®i million and $10.2 million, below the valualicated by the previous guideline
companies.

1.2 Control Premium

These indicated values using multiples of MVIC based on the trading price of minority shares ibliply traded companies. Therefore,
Quist Financial applied a control premium in orttecompare the value to the proposed merger. ®iisincial analyzed the average control
premium in 1999 and the first quarter of 2000 fompanies with SIC Codes relevant to EMCO. Quisafaial then selected a control
premium range of 20-25% for the core business atahtrol premium range of 40-70% for the new
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products business. Applying these premiums to tisness segments results in a range of controbvfaltuEMCO between $42.5 million and
$52.2 million.

2. Merger and Acquisition Approach

Quist Financial examined fifteen acquisitions costgdl between April 30, 1998 and June 27, 2000 withe SIC Codes relevant to EMCO.
Based on this analysis, the valuation multiples (% EBITDA, MVIC to Book Value of Invested Caplitand MVIC to Revenues) implied
by the proposed merger with Advanced Energy exabdusse of all fifteen comparable transactions.

Income Approach

Quist Financial's income approach focused on futash flows available to shareholders. Cash floemevthen discounted back to the present
using appropriate discount rates. EMCQO's businessagain broken into two divisions for the discedrfuture cash flow analysis.

The results for the core business are based ongearent's projections without the sales relatintpéosemiconductor industry or THEL
digital valves. From Ibbotson's Cost of Capitaljsp&inancial determined that the weighted aveagpt of capital for the industry is 14%.
Applying this discount to the interim free cashafoover the period from April 30, 2000 to April 305, resulted in a total present value of
free cash flow of $878,000. Quist Financial thesigreed a terminal value to recognize future cashdlpast 2005, based upon a multiple of
EBITDA. The sum of the present value of the intecash flows and terminal value indicated a tot&l®@f equity of $10.6 million for the
core business.

A similar methodology was then applied to the neadpcts business. However, additional financinthimamount of $10-15 million would
be required for the new products line. Based upéorination on venture capital costs, Quist Findraédermined that the financing would
result in a 50% dilution of the equity in the nemguct line. Based on the risk profile, Quist Ficiahdetermined a range of value between
$46.6 million and $80.6 million as suitable for thew products division. After applying the dilutionpact, the range of value of the current
shareholders was between $23.3 million and $40l8mi

Summing the core business and the new productadsssiesulted in a total value of EMCO between®8tllion and $50.9 million.

Quist Financial also performed a discounted cash 8nalysis based on consolidated projectionshésd projections, a majority of the
revenue would result from the division with the ngneducts of EMCO. For this analysis, Quist Finahtook into account the growth rate of
the total company with both divisions, EBITDA mpli&s and the dilution from a partial funding of gr@wth of new products using a
secondary offering rather than venture capitalfaiag, as well as the fact that the core businesddvMower the overall risk profile of EMC
resulting in a lower weighted average cost of @pBased on these assumptions, Quist Financiatmé@ied a range of $45.6 million to $8i
million for the value of EMCO. After accounting ftre dilution impact, the total value of the equfyEMCO was between $30.9 million and
$59.2 million. This amount was above the rangecaidid by valuing EMCO's product lines separatety reear the top of the range indicated
by valuing the consolidated EMCO.

Contribution and Dilution Analysis

Quist Financial analyzed the relative contributionEMCO and Advanced Energy to the pro forma mergetity with respect to net earnin
Data for 1999 was derived from EMCO's and AdvarErdrgy's financial statements. In performing thialgsis, Quist Financial did not
assume any anticipated cost savings, revenue esimamts or other potential effects of the businesshénation. Quist Financial then
determined each company's relative contributionetioearnings of the combined EMCO and Advanceddynéuist Financial compared the
contribution to earnings to the 0.2107 exchange fat each EMCO share as it existed on June 200 20he results of this analysis were that
the exchange ratio was higher than EMCO's conidhatto operating results for the years 2000 arid 2thd were lower than EMCO's
contribution for operating results projected fof20Similar results were obtained when comparirgetifiect on Advanced Energy's earnings
projected for the years 2000 and 2001.
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Evaluation of Advanced Energy Stock Performance

Quist Financial analyzed Advanced Energy's opegaigrformance using 22 analyst reports over thetpasyears and recent SEC filings for
Advanced Energy. Quist Financial also conductetlanp interview with Richard P. Beck, Senior Vicestdent and Chief Financial Officer
of Advanced Energy. Quist Financial compared retrawling data and financial performance of Advan€Eedrgy to six publicly traded stoc
of component manufacturers for the semiconductaipagent industry.

This group consisted of the following companies:

1. Applied Sciences & Technology, 4. Cymer, | nc.
Inc. 5. Helix Te chnology Corp.
2. Asyst Technologies, Inc. 6. MKS Inst ruments, Inc.

3. Brooks Automation, Inc.

As of June 27, 2000, all of the publicly tradedck®were trading at a substantial premium to thiweek low (136% on average) and at a
discount to their 52 week high (42% on average).

Quist Financial also compared relationships betvwikervalue of the public companies and their padt@ojected performance measures
consisting of MVIC to EBIT, MVIC to EBITDA and MVIQo Revenues. In addition, Quist Financial reviewadtiples of the public
company's stock price to earnings and projectetiregs in 2000 and 2001. As of June 27, 2000, AdedriEnergy was priced at or near the
top of the range on all comparisons. The growttsjpeats for Advanced Energy were believed to bsmawith the industry group. Quist
Financial believed that the aggressive pricing df@nced Energy stock added to a risk associatddanfiked exchange ratio. Quist Financial
adjusted Advanced Energy's stock price to refleetpgrice which would exist if Advanced Energy stegs priced in line with median
multiples. From this analysis, Quist Financial daded that, if Advanced Energy was priced at or tiea median multiples of the other six
comparable companies, its stock price would rangm f$36 to $47 rather than the range of its 52-viesgking high and low of $77.44 and
$30 respectively. Quist Financial also comparedrfaial results as of the latest available SECddiby Advanced Energy and comparable
stocks. Advanced Energy's returns were well abbgenedian returns for the comparable group. Quigtrieial further recognized Advanced
Energy's significant market share in the semicotaumomponent markets in which it competes. Quiisafcial believed that both these
factors provided a justification for the aggresgivieing paid for Advanced Energy's stock.

Quist Financial reviewed daily pricing data for Auhced Energy's common stock from April 27, 2000uigh June 27, 2000. Trading activity
reflected a decline in the price per share of AdeahEnergy common stock of 12% over the tradingpgeQuist Financial also reviewed the
relative price performance of EMCO common stocRdlvanced Energy common stock over the past thraesyés of June 20, 2000, a $100
investment in EMCO on June 20, 1997 would be w883 as of June 20, 2000, whereas a $100 invesiméwaivanced Energy would be
worth $429. Quist Financial compared historical tipies paid for Advanced Energy and EMCO over thstphree years. The multiples paid
for both EMCO and Advanced Energy increased eaah Yguist Financial noted that EMCO's MVIC/EBIT ripie is high due to lower than
expected earnings in 1999 and 2000. Quist Finaat3alreviewed the recommendations of 12 analpditsfing Advanced Energy stock. T
recommendations at June 27, 2000 and for the finiee months were primarily a strong buy or modebaity, with some brokers
recommending a hold.

Implied Historical Exchange Ratio

Quist Financial derived implied historical exchamggos by dividing the closing price per shar&eMCO common stock by the closing price
per share of common stock of Advanced Energy fohegading day in the 36-month period from JunelB®7 to June 19, 2000, the 24-
month period ending June 19, 2000 and the 12-npertiod ending June 19, 2000. Quist Financial catedl that the implied exchange ratio
as of June 27, 2000 was 0.1382, that the highgstachexchange ratio during the 36-month period ttwedl2-month period were 0.7130 and
0.2254, respectively, and that the lowest impliechange ratio during the 36-month period was 0.0888 comparison helped identify the
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premium being offered. Over the past 12 monthseiolange ratio offered by Advanced Energy as oné ¥, 2000 was higher and thus
more favorable than the implied exchange ratios.

While the foregoing summary describes all analgsebexaminations that Quist Financial deems materiés opinion, it is not a
comprehensive description of all analyses and axatioins actually conducted by Quist Financial. pheparation of a fairness opinion
necessarily is not susceptible to partial analgssummary description. Quist Financial believes tts analyses and the summary set forth
above must be considered as a whole and that isgjgxirtions of its analyses and of the factorssaered, without considering all analyses
and factors, would create an incomplete view ofpfeeess underlying the analyses set forth in thegmtation to the EMCO board. In
addition, Quist Financial may have given varioualgses more or less weight than other analysesiraydhave deemed various assumptions
more or less probable than other assumptions. dtteHat any specific analyses has been referrgdttee summary above is not meant to
indicate that such analyses was given greater wéigh any other analysis. Accordingly, the rangfegluations resulting from any partict
analysis described above should not be taken @uigt Financial's view of the actual value of EMCO.

As described above in "Reasons for the Merger -CEM Quist Financial's opinion and presentatiothmEMCO board were among the
many factors taken into consideration by the EM@@rt in making its determination to approve, ancettiommend that the EMCO
shareholders approve, the merger.

The exchange ratio was determined pursuant to iaigois between Advanced Energy and EMCO and nituaint to recommendations fre
Quist Financial. Quist Financial was not requestechor did it, assist EMCO in soliciting indicati® of interest from third parties for all or
any part of EMCO.

EMCO agreed to pay Quist Financial, a fee of $38,hich has been paid. $15,000 of the fee was@aiigning of the engagement letter,
$20,000 of that fee was payable upon delivery efdhinion. EMCO also agreed to reimburse Quistrira for its reasonable out-of-pocket
expenses. Quist is only responsible for its owrsgmegligence or willful misconduct. Any liabiliof Quist Financial to parties in connection
with the merger cannot exceed the aggregate féaallycreceived by Quist Financial under the engeget letter. EMCO has agreed to
indemnify Quist Financial, its affiliates, and thetspective partners, directors, officers, agardasultants, employees and controlling per
against certain liabilities including liabilitiesder the federal securities laws.

ADVANCED ENERGY'S REASONS FOR THE MERGER

The Advanced Energy board of directors has detexthihat the merger agreement is in the best ingeoéf\dvanced Energy and its
stockholders. In deciding to approve the mergee@ment, the Advanced Energy board consulted vatlegal and financial advisors, as well
as senior management of Advanced Energy and coadidee potential benefits from combining EMCO witivanced Energy to include the
following:

- the addition of EMCO's digitized flow control tewlogy will advance the Company in its strategptovide systems to its semiconductor
OEM customers that are more complete, integratedisns to meet their process requirements;

- flow measurement and control is one of the prineements that affect wafer quality, yield andtegsreliability, and EMCO's technology
appears to significantly outperform competitiveusimns; and

- EMCO's approach to flow control uniquely addrestse next wave of process challenges.
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The board of directors also considered the follgapotentially countervailing factors:

- Advanced Energy is inexperienced with flow contemlhnology and, accordingly, may not be able tegrate the technology with Advanc
Energy's existing products to provide the integta@lutions it anticipates;

- the issuance of 900,000 shares of common stoitkevdilutive to the Advanced Energy stockholders;
- the costs to integrate EMCO's business with AdedrEnergy's existing business may be significadtiavolve unexpected expenses; and

- integration of EMCO's business with Advanced g&rexisting business may require significant diien of management's attention and
other Advanced Energy resources.

On balance, the board of directors determined ¢heiaition of EMCO to be in the interests of AdvaddEnergy and its stockholders and,
accordingly, approved the merger agreement.

MERGER CONSIDERATION

Your shares of EMCO common stock will be conveited the right to receive Advanced Energy commantlsit the effective time of the
merger. The exchange ratio will be based upondts¢ humber of shares of EMCO common stock outstendr subject to stock options at
the effective time of the merger. The exchang® natll be at least 0.2018 of a share of Advancedrgyn common stock for each share of
EMCO common stock.

NO FRACTIONAL SHARES

No fractional shares of Advanced Energy commonkstatt be issued in connection with the mergerydu would otherwise be entitled
receive a fractional share of Advanced Energy comstock pursuant to the merger, you will receimstéad, a cash payment, without
interest, equal to that fraction times the clogirige of Advanced Energy common stock on the kaslihg date prior to the date the merger
becomes effective. For example, if you hold 1,088es of EMCO common stock at the time of the nremge the closing price of the AE
common stock on the effective date of the merg8b; based on a 0.2018 exchange ratio you willivec201 shares of AE common stock
and $40 in cash.

Outstanding options to purchase EMCO common stdtlbbecome fully vested and exercisable immediafeigr to the effective time of the
merger. Options that are not exercised immedigiatr to the merger will be assumed by Advancedrgnand will become exercisable for
Advanced Energy common stock, based on the exchatige See "The Merger Agreement -- Employee Bigef Stock Options” on page
50.

EXCHANGE OF SHARES

Once the merger has been completed, the exchaegéwij send you a letter of transmittal with ingitions for tendering your EMCO
common stock certificates in exchange for the AdeahEnergy common stock you are entitled to receitiee merger.

If you want your Advanced Energy shares to be idd¢aenother person, the certificate representig MCO shares must be properly
endorsed to evidence and effect the transfer off sight to receive the Advanced Energy common stock form reasonably required by
Advanced Energy. You must also pay any transfetloer taxes required as a result of the issuanéeledinced Energy shares to a person
who is not the registered holder of the EMCO shhesg surrendered or establish to the satisfactigkdvanced Energy that the applicable
tax has been paid or is not applicable.

Any shares of Advanced Energy common stock or tasle used to pay fractional shares made avaitalilee exchange agent that remains
unclaimed by EMCO shareholders for one year aftetime the merger becomes effective will be regdrnto Advanced Energy, and any
EMCO shareholders
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who have not made an exchange by that time mustitiod to the surviving corporation for paymenttoéir claim for merger consideration
subject to state unclaimed property laws.

If you have lost your EMCO stock certificate, oydur certificate has been stolen or destroyed,sfmuld notify the exchange agent. Once
you have made an affidavit of the fact that theifiesite has been lost, stolen or destroyed, iorenfreasonably satisfactory to Advanc

Energy, you will be entitled to receive the mergensideration for your shares. However, in thaecddvanced Energy or the exchange agent
will first require you to deliver a suitable bondindemnity.

INTERESTS OF EMCO'S MANAGEMENT IN THE MERGER AND PO TENTIAL CONFLICTS OF INTERESTS

The directors and officers of EMCO participate iraagements with Advanced Energy that provide théti interests in the merger that are
different from, or in addition to, yours includinige following:

- EMCO options held by the following directors aofticers will be accelerated and become fully eigole as a result of the merger:

NU MBER OF EMCO OPTIONS
NAME TO BE ACCELERATED
Thomas Miller..........ccocceeviiiieeennnnen. 12,500
Walter KIUCK..........ccovviieiiiiiiiieeens 25,000
William RiNger.........cccoeveiiiiiiieeinis 12,500
Trung Doan........cccccvvvveveeneeeeeeninins 5,000

In the absence of acceleration because of the mehgeoptions of Trung Doan would not become esatide until February 3, 2001 and the
options of the other directors listed above wouwtlrecome exercisable until October 22, 2000. $ae Merger Agreement -- Employee
Benefits -- Stock Options" on page 50.

- Charles E. Miller, EMCO's current Chairman ande€Executive Officer will be the Chief Technicaff@er and an director of EMCO
following the merger.

- EMCO's directors will receive continued indemeétiion from certain liabilities and directors' asfticers liability insurance following the
merger. See "-- Indemnification; Directors' andi€Hfs' Insurance".

These interests could cause the directors andeodficf EMCO to be more likely to favor the merdaart if they did not hold these interests.

Trung Doan, a director of EMCO, was appointed ®Bloard of Directors of Advanced Energy one weédrdahe merger agreement was
signed. Mr. Doan's affiliation with both EMCO andivanced Energy could influence his view of the reer§or example, if another comp:
were to make an alternative proposal to acquire EVKIr. Doan's affiliation with Advanced Energy cdydrevent him from being impartial
in evaluating whether the alternative proposal wWdé more favorable to the EMCO shareholders.ithdincumstance, Mr. Doan could be
prohibited from participating in both EMCO and Adwad Energy directors' meetings on this subjecicivvould deprive both companies'
boards of directors of a valuable advisor.

INDEMNIFICATION; DIRECTORS' AND OFFICERS' INSURANCE

The merger agreement provides that all rights derinnification for acts or omissions occurring apoor to the merger existing in favor of
the current or former EMCO directors, officers, éoypes or agents, as provided in the EMCO artioféscorporation, bylaws or applicable
law, will survive the merger and continue for aipdrof six years after the merger. All indemnificait rights in respect of any claim existing
as of the end of this six-year period will continuil final disposition. Advanced Energy will nloé obligated to provide indemnification in
excess of the indemnification EMCO is required tovide under its articles of incorporation or bykaw
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The merger agreement also provides that Advancedgirwill maintain, for a period of six years frdire effective time of the merger, a
directors' and officers' insurance and indemnifarapolicy with an insurance company rated at 1A%ty A.M. Best Company, covering
those persons who currently are covered by thatyadlhe policy will continue to the extent thapitovides coverage for events occurring
prior to or at the effective time of the mergesstiad of maintaining EMCO's existing policy, Advadd&nergy may provide coverage under
any policy maintained for the benefit of AdvanceatkEyy or any of its subsidiaries, as long as thmdeof that policy are substantially similar
to EMCO's existing insurance and indemnificatiofiqyo

REGULATORY MATTERS

Advanced Energy and EMCO are not aware of any mahtgovernmental or regulatory approvals requiketie obtained in order to
consummate the merger, other than compliance \piplicable federal and state securities and corpdaats.

DISSENTERS' RIGHTS ARE NOT AVAILABLE

In certain circumstances, a shareholder of a cognfiaat is being acquired can require the comparputeahase the shareholder's shares for
cash, if the shareholder does not vote for the evefithe right to require this cash purchase is contyncalled an "appraisal right" or
"dissenters' right." The holders of EMCO Commonc8tdo not have dissenters' rights under Article dfithe Colorado Business Corporai
Act because EMCQO's common stock is traded on tlegl&pNational Market as of the record date foisghexial meeting, and the EMCO
shareholders will be receiving shares of Advanceer§y common stock which will be listed on the Nastlational Market.

NASDAQ NATIONAL MARKET LISTING

The shares of Advanced Energy common stock tosaeisto you in the merger will be listed on the ddasNational Market under the trad
symbol "AEIS." Upon the closing of the merger,stlares of EMCO common stock will be delisted friwe Nasdaq National Market and no
longer traded on any market.

CERTAIN FEDERAL INCOME TAX CONSEQUENCES

The merger is intended to qualify as a tax-freeganization for federal income tax purposes. Actwly, in general holders of EMCO
common stock will not recognize gain or loss fatdeal income tax purposes by reason of the cororerdiEMCO common stock into
Advanced Energy common stock, except for cashveden lieu of fractional shares. The merger wit have any tax consequences to
Advanced Energy stockholders.

TAX OPINIONS AS A CONDITION TO THE MERGER

Neither Advanced Energy nor EMCO has requestedilbraquest a ruling from the Internal Revenue Smrwvith regard to the te
consequences of the merger. However, it is a domdid the completion of the merger that Advanceenrgy receive an opinion from its
counsel, Thelen Reid & Priest LLP, and EMCO receimepinion from its counsel, Chrisman Bynum & JsdmP.C., to the effect that the
merger will be treated as a reorganization undeti@e368(a) of the Internal Revenue Code andAldatinced Energy, Flow Acquisition
Corporation, and EMCO will each be a party to therganization. The opinion of each counsel wilresgnt counsel's best judgment as tc
tax treatment
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of the merger, but will not be binding on the Im@rRevenue Service, other taxing authoritiesherdourts. Additionally, these opinions will
be conditioned upon the following assumptions:

- the truth and accuracy of the statements, cousneepresentations and warranties in the mergeeaent, in the representations received
from Advanced Energy and EMCO to support the opisj@nd in other documents related to Advanceddyremd EMCO relied upon by
such counsel for those opinions;

- the performance of all covenants contained imtleeger agreement;
- the accuracy of any representation or statemewlertito the best of knowledge" or similarly qualifiwithout such qualification;

- the reporting of the merger as a reorganizatitaen Section 368(a) of the Internal Revenue Codadwanced Energy and EMCO in their
respective federal income tax returns; and

- other customary assumptions as to the accuratyatimenticity of documents provided to such colinse

The following discussion of the federal income taxsequences of the merger to Advanced Energy, EMGOEMCO shareholders assu
that the merger will qualify as a reorganizationhivi the meaning of Section 368(a) of the InteRavenue Code.

TAX CONSEQUENCES

The following discussion summarizes the materiatéthStates federal income tax consequences ohérger. This discussion is based on
the Internal Revenue Code of 1986, as amendedgcapfd Treasury regulations, administrative intetations and court decisions as in effect
as of the date of this proxy statement/prospeetiisf which may change, possibly with retroactaféect.

The discussion does not address all aspects afdleideome taxation that may be important to an EMghareholder in light of that
shareholder's particular circumstances or to an EMGareholder subject to special rules, such as:

- a shareholder who is not a citizen or residerthefUnited States,

- a financial institution or insurance company,

- a tax-exempt organization,

- a dealer or broker in securities,

- a shareholder that holds its EMCO common stogbaasof a hedge, appreciated financial posititradslle or conversion transaction, or
- a shareholder who acquired its EMCO common spagkuant to an exercise of options or otherwissoagpensation.

This discussion of material federal income tax eguences is intended to provide only a general samnrand is not a complete analysis or
description of all potential federal income tax sequences of the merger. This discussion doesddo¢ss tax consequences that may vary
with, or are contingent on, individual circumstasick addition, it does not address any non-inctarer any foreign, state or local tax
consequences of the merger.

ACCORDINGLY, WE STRONGLY URGE EACH EMCO SHAREHOLDERO CONSULT ITS OWN TAX ADVISOR TO DETERMINE
THE PARTICULAR UNITED STATES FEDERAL, STATE OR LOGAOR FOREIGN INCOME OR OTHER TAX CONSEQUENCES
TO IT OF THE MERGER.
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TAX CONSEQUENCES OF THE MERGER TO ADVANCED ENERGY A ND EMCO
Neither Advanced Energy nor EMCO will recognize gayn or loss as a result of the mer
TAX CONSEQUENCES OF THE MERGER TO EMCO SHAREHOLDERS

An EMCO shareholder who exchanges all of the shair&VCO common stock owned by the shareholdesli@res of Advanced Energy
common stock in the merger will not recognize aaingr loss upon the exchange, except for any giaioss attributable to any cash recei
instead of a fractional share of Advanced Energyiroon stock. The aggregate tax basis of the shivkdvanced Energy common stock
received by the EMCO shareholder in the mergerheithe aggregate tax basis of the shares of EMid@non stock surrendered in the
merger less any tax basis of the EMCO common staolendered that is allocated to any fractionateslbh EMCO common stock for which
cash is received. Also, the EMCO shareholder'sihglderiod for federal income tax purposes forAldeanced Energy common stock
received in exchange for shares of EMCO commorkstothe merger will include the period during whithe shareholder held shares of
EMCO common stock that were surrendered in exchforgbe shares of Advanced Energy.

TAX CONSEQUENCES OF THE RECEIPT OF CASH INSTEAD OF A FRACTIONAL SHARE

An EMCO shareholder who receives cash insteadfi@fcsional share of Advanced Energy common stodkratognize gain or loss equal to
the difference between the amount of cash receineldhe portion of the adjusted tax basis of tlaediolder's shares of EMCO common
stock that are allocable to the fractional inter&ébe gain or loss will constitute capital gainass, and will generally be longrm capital gai
or loss if the holding period for the shares wasatgr than one year as of the date of the exchange.

ACCOUNTING TREATMENT

Advanced Energy and EMCO intend for the Mergerualifly as a pooling of interests for accounting éindncial reporting purposes.
Advanced Energy will not be required to complete tierger unless it receives a letter from Arthudérsen LLP, its independent public
accountants, stating that, in its opinion, the reexgill qualify for pooling of interests accountitiggatment. See "The Merger Agreement --
Conditions to the Merger" on page 46.

Under the pooling of interests method of accountihg historical basis of the assets and liab#liGEEMCO and Advanced Energy will be
combined when the merger becomes effective, thekistdders' equity accounts of EMCO and Advanced @nwill be combined on
Advanced Energy's consolidated balance sheet, agdodwill or other intangible assets will be cezhtResults of operations of the
combined company will include results of EMCO andvAnced Energy for the entire fiscal period in viahice merger occurs and the
historical results of operations of the separatepanies for fiscal years prior to the merger willdombined and reported as the results of
operations of the combined company.

RESALE OF ADVANCED ENERGY COMMON STOCK RECEIVED BY EMCO SHAREHOLDERS

The shares of Advanced Energy common stock issuediCO shareholders in the merger will be freefnsferable, except for shares
received by persons who are deemed to be "affiliad@EMCO at the time of the special meeting aispas who become affiliates of
Advanced Energy following the merger. A person rhaydeemed to be an affiliate of a company if thesge controls, is controlled by or is
under common control with the company. Executiviecers, directors and significant shareholders gaheare considered to be affiliates.
Affiliates of EMCO may only resell shares of AdvadcEnergy common stock that they receive in thegeran accordance with the
conditions of Rule 145 under the Securities Actl parsons who become affiliates of Advanced Energy only resell shares of Advanced
Energy common stock in accordance with the conuitiof Rule 144 under the Securities Act, unlessdbale of the Advanced Energy
common stock by the affiliate is registered unther $ecurities Act or an exemption from registrat®available. In addition, in order for the
merger to qualify for pooling of
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interests accounting treatment, affiliates of EM@@y not sell, or in any other way reduce their risth respect to, shares of Advanced
Energy common stock received in the merger, ufteéfsdvanced Energy has published financial rastdtvering at least 30 days of
combined operations of Advanced Energy and EMCO.

The merger agreement requires EMCO to use all nedde efforts to deliver to Advanced Energy a Iitem each affiliate of EMCO
agreeing to comply with the transferability redidns on the Advanced Energy common stock theyivede the merger.

Advanced Energy may place legends on the certificegpresenting the shares of AE common stockdssuaffiliates of EMCO to restrict
transferability of those shares. Advanced Energg alay place stop transfer instructions with taagfer agent of the Advanced Energy
common stock. This proxy statement/prospectus doesover resales of Advanced Energy common stec&ived by persons who are
deemed to be affiliates of EMCO. No person is aldwo use this proxy statement/prospectus in cdiomewith any resales.
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THE MERGER AGREEMENT

The following is a brief summary of the materiabyisions of the merger agreement. Because it isvarsary, it does not include all the
information that may be important to you. We enagéryou to read carefully the entire merger agre¢méich is attached as Appendix A
this document, before you decide how to vote.

THE MERGER

The merger will close on the first business dagradatisfaction or waiver of the conditions to therger agreement, or on another date as the
parties agree. The merger will become effectivenupe filing of articles of merger with the Secrgtaf State of the State of Colorado or at a
later time as may be agreed to in writing by EMG@ Advanced Energy, as specified in the articlenefger. The closing date is expecte

be on or about , 2000.

At the effective time:

- Flow Acquisition Corporation will be merged inEMCO;

- the separate corporate existence of Flow AcqoisiCorporation will cease;

- each share of EMCO common stock outstandingheiltonverted into at least 0.2018 of a share ofaAded Energy common stock; and
- EMCO will become a wholly owned subsidiary of Ashced Energy.

References to the surviving corporation in thisqgrstatement are to EMCO following the effectivadi of the merger.
REPRESENTATIONS AND WARRANTIES

EMCO, Advanced Energy and Flow Acquisition Corpmmathave made representations in the merger agréenséating to, among other
things:

- their respective organization and similar corp@raatters;

- authorization, execution, delivery and enforcbgbof the merger agreement;
- absence of conflicts under their charters andvog|

- accounting and tax treatment of the merger;

- their respective capital structures;

- required consents or approvals;

- documents filed with the SEC;

- completion of the merger not violating any agreats or law; and

- information included in this proxy statement/grestus.

EMCO has made additional representations, relatirmgnong other things:
- litigation;

- insurance;

- contracts and commitments;

- financial statements;

- absence of undisclosed liabilitie



- absence of material adverse events or changes;
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- compliance with laws;

- intellectual property matters;

- tax laws and tax returns;

- employee benefit plans and compliance with applie laws;
- environmental matters;

- finders' or brokers' fees; and

- title to real and personal property.

The representations and warranties in the mergeeatent are not easily summarized. In addition,yntdthe representations and warranties
are subject to various qualifications and limitaipincluding qualifications as to materiality. Yare urged to read the merger agreement
sections titled "Representations and Warrantigh@fCompany" and "Representations and Warranti®suent and Merger Sub" in Appendix
A. None of the representations and warranties o€CEMFlow Acquisition Corporation or Advanced Energyl survive the merger, but they
must be accurate at the closing of the merger agretor else the merger might not be completed.

CONDUCT OF BUSINESS PRIOR TO THE MERGER

The merger agreement contains certain covenari8iyO and Advanced Energy pending the effective tirithe merger. These covenants
are designed to provide notice to the other pdrgedain events and to ensure that the intendedrd accounting treatment of the merger
maintained. Until the earlier of the terminationtioé merger agreement or the effective time ohtieeger, EMCO and Advanced Energy h.
agreed, unless the other party otherwise consentsiting, to:

- promptly deliver to the other party copies of &8C filings;

- notify the other party of any material adversaraye, any material litigation or governmental irtigegion, or the breach by it of any
representation and warranty contained in the mexgeszement; and

- not take any action which would prevent the mefgen qualifying as a tax-free reorganization un8ection 368 of the Internal Revenue
Code or a pooling of interests under Accountingn&ples Board Opinion No. 16.

In addition, the merger agreement contains regiriston EMCO's conduct of business pending theefietime of the merger. These
restrictions are designed to prevent major chaimgEs1CO until the merger takes place, except toetktent Advanced Energy consents to
changes. EMCO has agreed, unless Advanced Endrggse consents in writing, to:

- conduct its operations according to its ordiramg usual course of business, in substantiallgdnee manner as previously conducted;

- not enter into or amend any employment or seweraigreement with any director or executive offeserept in the ordinary course of
business;

- not authorize or enter into any arrangementHerécquisition or sale of assets or securitiedarithe ordinary course of business involving
aggregate consideration greater than $100,000;

- not amend in any material respect any employeefiigplan or adopt any new employee benefit plan;
- not become liable for borrowed money or assunguarantee the debt of another person, excepeioriinary course of business;
- not make any loans or advances except in th@argicourse of business;
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- use reasonable efforts to:

- preserve intact its business organization andigib

- keep available the services of its officers amghlyees in each business function; and
- maintain satisfactory relationships with persaiith whom it has business relationships;

- not take any action which would adversely affescability to consummate the merger or the othemgactions contemplated by the merger
agreement;

- not amend its Articles of Incorporation or Bylgws
- not declare or pay any dividend with respectsa@apital stock;

- not issue any capital stock or other options ram@s or rights to purchase or acquire capitalkstwachange the terms of any outstanding
securities, except that EMCO may issue capitakstipon the exercise of options, warrants or rightstanding as of July 6, 2000 and
pursuant to its stock purchase plan;

- not redeem or purchase shares of its capitak &®cept for cashless exercises of stock options;
- not make any change or material election witipeesto taxes; or

- not take or agree to take, any of the specifimas described in the merger agreement, or angraathich would make any of its
representations or warranties contained in the emexgreement untrue or incorrect.

COVENANTS

Each of Advanced Energy, Flow Acquisition Corparatand EMCO has undertaken additional covenarttseimerger agreement. The
following summarizes the principal covenants.

Advanced Energy and EMCO have agreed, among dihgr, to:

- use all reasonable efforts to cooperate to determhich filings, consents, approvals, permitaathorizations are required to be obtained
from governmental or regulatory authorities, amaely make all such filings and seek all such cotssepprovals, permits or authorizations;

- allow representatives of the other party accesdfices, files and other information, and furntkle other party with financial and operating
data;

- consult and cooperate in making any press releasther public statement regarding the merged; an

- for a period of six years after the effectiveeinf the merger, Advanced Energy will maintain dioes' and officers' liability insurance
substantially similar to that maintained by EMC@opto the effective time.

EMCO will use all reasonable efforts to obtaindeitfrom affiliates of EMCO whereby they agree amply with the provisions of Rule 145
issued under the Exchange Act and the limitatidmscoounting Principles Board Opinion No. 16.

CONDITIONS TO THE MERGER

The respective obligations of EMCO, Advanced Enegegy Flow Acquisition Corporation to complete therger are subject to the
fulfillment or waiver of the following conditionsmoor before the effective time of the merger:

- EMCO shareholders approve the merger agreemédnittfvas a matter of law is required and cannot hiwed);
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- all governmental approvals, authorizations, catsdilings or expiration of waiting periods halveen obtained or complied with other than
those which would not be reasonably likely to haveaterial adverse effect on EMCO and Advanceddsnand its subsidiaries, taken as a
whole; and

- none of EMCO, Advanced Energy and Flow Acquisiti@orporation shall be subject to any order or infion of a court which prohibits tf
completion of the merger.

In addition, the obligations of EMCO to effect timerger are subject to the fulfillment of the folliogy conditions on or before the effective
time of the merger, any one of which may be wake&EMCO:

- the representations and warranties of Advancedd@ynand Flow Acquisition Corporation in the merggreement are true and correct in all
material respects, at the effective time of thegagrwith the same force and effect as if madbaeftfective time of the merger except:

- for changes specifically permitted by the memgneement; and

- that the accuracy of the representations and wéegsathat by their terms speak as of the datbehterger agreement or some other date
be determined as of that date;

- Advanced Energy has performed and complied imalierial respects with all agreements requirdektperformed by it on or prior to the
closing date of the merger;

- no material adverse change or effect with resedidvanced Energy's business, prospects, resfultserations or financial condition will
have occurred; and

- EMCO has received an opinion of its counsel reiggrthe tax treatment of the merger.

In addition, the obligations of Advanced Energy &halv Acquisition Corporation to effect the mergee subject to the fulfillment of the
following conditions on or before the effective &mof the merger, any one of which may be waiveddlyanced Energy:

- the representations and warranties of EMCO coathin the merger agreement are true and corredt imaterial respects at the effective
time of the merger, with the same force and effisdf made at the effective time of the merger pkce

- for changes specifically permitted by the memgnreement; and

- that the accuracy of the representations and wiéesathat by their terms speak as of the dathehterger agreement or some other date
be determined as of that date;

- EMCO has performed and complied in all mategsipects with all agreements required by the mexrgerement to be performed by it on or
prior to the date of the closing of the merger;

- Advanced Energy has received a letter from ilependent public accountants stating that the mevrifjequalify as a transaction to be
accounted for in accordance with the pooling ciests method,;

- Advanced Energy has received an opinion of iteel regarding the tax treatment of the merger;

- EMCO's 1998 Stock Purchase Plan has been temlimaid all stock and cash distributed as providedeé merger agreement; and

- no material adverse change, or effect with respeEMCO's business, prospects, results of oaratr financial condition has occurred.
NO SOLICITATION; BOARD RECOMMENDATION

EMCO has agreed that it will not take specifiedag with respect to an "alternative proposal” mi'aternative transaction," except for
actions required to be taken by the fiduciary cftEMCO's board of directors.
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The term "alternative proposal" means any bonaditer or proposal made by a third party relatiogh alternative transaction. An
alternative transaction means any transactionrigssef related transactions involving a businesslzination, merger, sale of material assets,
sale of shares of capital stock or similar trarisaddy EMCO with a person, or company or entityestthan Advanced Energy.

Specifically, EMCO has agreed that it and its &ff&; directors, affiliates, representatives, agemwployees, will not, directly or indirectly:

- solicit, initiate, encourage or participate in afigcussions or negotiations with or provide arfgrimation to, any person or entity concerr
any alternative transaction; or

- authorize, propose or announce an intention thceize or propose any alternative transaction,

unless EMCO receives an alternative proposal itimgrand EMCOQO's board of directors determinesdrgiiod faith judgment, based as to
legal matters on the written advice of counselt thiding to take any of the actions describedhe preceding paragraph would constitute a
breach of the board of directors' fiduciary duty.

In addition, EMCO has agreed to immediately providivanced Energy a copy of any alternative propd€aMCO receives an alternative
proposal.

The EMCO board of directors is required to recomdntire adoption and approval of the merger agreearahipproval of the merger to the
EMCO shareholders unless the EMCO board deterninés good faith judgment, based as to legal msitbe the written advice of counsel,
that such approval would constitute a breach dfdtgciary duty.

The merger agreement does not, however, prohibiC@M board of directors from taking and disclosm@MCO's shareholders a position
contemplated by Rules 14d-9 and 14e-2 under tharies Exchange Act with regard to a tender othexge offer made by someone other
than Advanced Energy.

CONDUCT OF BUSINESS FOLLOWING THE MERGER

Pursuant to the merger agreement Flow Acquisitiorp@ration will merge into EMCO and EMCO will beetsurviving corporation. All
property, rights, privileges, powers and franchiseEMCO and Flow Acquisition Corporation will vastthe surviving corporation. All
debts, liabilities and duties of EMCO and Flow Aigifion Corporation will become the debts, lialidi and duties of the surviving
corporation. The surviving corporation will be aallly owned subsidiary of Advanced Energy.

Pursuant to the merger agreement, the articlescofporation of Flow Acquisition Corporation in eft immediately prior to the effective
time of the merger will become the articles of irpmration of the surviving corporation. The namehaf surviving corporation will be
"Engineering Measurements Company" and the byldvrosv Acquisition Corporation will become the bwila of Engineering Measureme
Company following the effective time of the mergehe directors of Flow Acquisition Corporation heteffective time of the merger will
become the initial directors of the surviving camgiton. The officers of Flow Acquisition Corporatianmediately prior to the effective time
of the merger will become the initial officers aktsurviving corporation.

TERMINATION OF THE MERGER AGREEMENT

The merger agreement provides that it may be texi®@chat any time prior to the effective time of therger, whether before or after approval
of the merger by the stockholders of EMCO by mutudtten consent of each of Advanced Energy and EMI@r by either Advanced Ener
or EMCO if:

- the merger has not closed by December 31, 20@0i¢fed that the right to terminate will not be dahle to any party whose action or fail
to act has proximately contributed to the failwelbse the merger by December 31, 2000 and tlhenamt failure to act constitutes a material
breach of the merger agreement);
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- a court of competent jurisdiction or other govaamtal entity has issued a final and rappealable order, decree or ruling, or taken ahgn
final and non-appealable action, that permaneetyrains, enjoins or otherwise prohibits the me(geovided that the party exercising the
right to terminate has used all reasonable eftortemove that order, decree or ruling); or

- the required approval of the merger by the EM®@rsholders has not been obtained at the EMCOadpaekting.
Advanced Energy may terminate the merger agreeapant the occurrence of any of the following events:

- a breach by EMCO of its representations or waieanwhich breach has had or is reasonably lik@lyave a material adverse effect on
EMCO and which is not curable or, if curable, i$ cared within 30 days after notice of the breaah been received by EMCO from
Advanced Energy;

- a material breach by EMCO of any of the covenantsgreements contained in the merger agreeméithwreach is not curable or, if
curable, is not cured within 30 days after notitéhe breach has been received by EMCO from Advéukceergy;

- the EMCO board of directors shall have withdrawmodified in a manner materially adverse to AdexhEnergy its approval or
recommendation of the merger or the merger agregrmen

- the EMCO board of directors shall have recommdradealternative proposal to the shareholders o€BW
EMCO may terminate the merger agreement upon tberamnce of any of the following events:

- a breach by either of Advanced Energy or Flow disition Corporation of its representations or wmaties, which breach has had or is
reasonably likely to have a material adverse effacAdvanced Energy and which is not curable azuible, is not cured within 30 days a
notice of the breach has been received by AdvaRoedgy from EMCO;

- a material breach by Advance Energy of any ofcthvenants or agreements contained in the mergeesagnt, which breach is not curable
or, if curable, is not cured within 30 days aftetioe of the breach has been received by Advanoeddgy from EMCO; or

- The EMCO board of directors determines in itsadjéaith judgment, based as to legal matters omtiitten advice of legal counsel, that
termination of the merger is required by its ficurgi duties.

FEES, EXPENSES AND TERMINATION FEES

Except as set forth below, all fees and expensasried in connection with the merger agreementtaasnerger will be paid by the party that
incurs them. Advanced Energy and EMCO will shaneedly all fees and expenses incurred in relatioth&oprinting and filing fees paid in
connection with the filing of this proxy statememid the costs of printing and mailing this proxatsment.

EMCO has agreed to pay Advanced Energy a termm#e of $5 million if prior to the termination, afternative proposal has been made to
the EMCO board of director and within two yearddaling the termination, EMCO executes an agreemdthta third party providing for the
acquisition of more than 50% of EMCO's capital ktocassets and Advanced Energy or EMCO termirtheemerger agreement because:

- the EMCO shareholders have not approved the maggeement at the EMCO special meeting;

- the EMCO board of directors determines, in itedjéaith judgment, based as to legal matters onviitteen advice of legal counsel, that
terminating the agreement and abandoning the mergequired by the EMCO board of directors' figugiduties; or
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- the EMCO board of directors shall have withdrawmodified in a manner materially adverse to AdexhEnergy its approval or
recommendation of the merger or the merger agregmeshall have recommended an alternative prdgoshe stockholders of EMCO.

EMCO is required to pay the termination fee withbusiness days of the execution of an agreemmewiding for, or completion of, the
alternative transaction.

AMENDMENT

The merger agreement may be changed by writtereagnet of the parties at any time before or afteiEMshareholders approve the mer
Any change after the EMCO shareholders approvenerger that by law requires the approval of EMC@rsholders, however, will require
their approval to be effective.

EMPLOYEE BENEFITS

STOCK OPTIONS. At the effective time of the merdelvanced Energy will assume all of the outstandihCO stock options. Pursuant to
the EMCO stock option plans, except the 1998 Engsdytock Purchase Plans, the vesting of all optidihaccelerate, and all options will

be immediately exercisable, as a result of the erekgach stock option assumed will continue to fenek be subject to substantially the same
terms and conditions as under the EMCO stock phaleuwhich the stock option was granted except that

- each option will be fully vested and exercisable;

- each option will be exercisable for the numbestudres of Advanced Energy common stock, roundech do the nearest whole share, equal
to the product obtained from multiplying the numbéshares of EMCO common stock covered by theoagthmediately prior to the
effective time by the exchange ratio; and

- the option price per share of Advanced Energyroomstock will be adjusted proportionately so thataggregate exercise price for the
options will remain substantially unchanged forleholder.

Advanced Energy will file a registration statementForm S-8 or other appropriate form under theuBgées Act covering the shares of
Advanced Energy common stock issuable upon exeofidee options assumed in the merger, or will eaisch shares to be included in an
effective registration statement on Form S-8 retatd one or more of Advanced Energy's stock optians.

EMPLOYEE STOCK PURCHASE PLAN. EMCO's 1998 Employ&ieck Purchase Plan will be terminated prior todffective time. All
funds contributed to the 1998 Stock Purchase Plainatre not used to purchase shares of EMCO constook prior to the effective time will
be transferred or otherwise credited to the Advdriegergy 1995 Employee Stock Purchase Plan.

OTHER BENEFIT PLANS. Advanced Energy will provide@ause the surviving corporation to provide to Eyges of EMCO who remain
employees of the surviving corporation following téffective time the same compensation and beplefis as are provided to other
employees of Advanced Energy employed in similpaciies.
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INFORMATION ABOUT THE COMPANIES
ADVANCED ENERGY INDUSTRIES, INC.
OVERVIEW

Advanced Energy's primary business is the desigmufiacture and support of power conversion andrabsystems. These systems are
important components of industrial manufacturingipment that modifies surfaces or deposits or etthia film layers on computer chips,
CDs, flat panel displays such as computer scrd2viBs, windows, eyeglasses, solar panels and otfoelupts. Advanced Energy's systems
refine, modify and control the raw electrical povirem a utility and convert it into power that ieiform and predictable. This allows
manufacturing equipment to produce and deposit trenyfilms at an even thickness on a mass scale.

The ongoing demand for improvements in the perfoiceacapacity and speed of computer chips, flatlpdisplays 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. Advanced
Energy's systems are used primarily in plagrased thin film production processes. Plasma isnoonty created by applying enough electt
force to a gas at reduced pressure to separateogledrom their parent atoms. Plasma-based prdeebsology was developed to address the
limitations of wet chemistry and thermal processht®logies and to enable new applications. Plasasa<processes are inherently more
controllable and more accurate for many applicatitwan other thin film production processes becatifiee electrical characteristics of
plasma.

Advanced Energy was incorporated in Colorado inl1&8d reincorporated in Delaware in 1995. Its nadfites are located at 1625 Sharp
Point Drive, Fort Collins, Colorado 80525, andtékephone number is (970) 221-4670.

RECENT DEVELOPMENTS

In April 2000, Advanced Energy acquired Noah Hotgininc., a privatelyxeld manufacturer of solid state temperature cbsgyrstems used
control process temperatures during semiconducémufacturing. On July 24, 2000, Advanced Energereatinto a definitive agreement to
acquire Sekidenko, Inc. in an exchange of stockideeko, a Vancouver, Washington-based compargy sigoplier of optical fiber
thermometers to the semiconductor capital equiprimelutstry. Advanced Energy believes the acquisitidhbe accounted for as a pooling of
interests pursuant to Accounting Principles Boapihidn No. 16. Advaned Energy will operate Sekideak a wholly owned subsidiary.
Completion of the Sekidenko acquisition may notusaince it is subject to certain conditions.

STRATEGY

Advanced Energy has achieved a market leaderskitigroin the semiconductor equipment, flat pangpldy and data storage industries by
applying its large base of expertise in the intéoacbetween plasma-based processes and powerrsamvand control systems to design
highly precise, customized power conversion androbaystems that provide a wide range of poweydencies for plasma-based thin film
processes. Advanced Energy's strategy is to cantmbuild upon our leadership positions in theskistries while exploring other emerging
markets. Advanced Energy believes its five key dghowpportunities are:

EXPANDING LEADERSHIP IN ITS CORE MARKETS. Advancdthergy believes it is the market share leaderérstmiconductor capital
equipment, data storage and flat panel display etarlddvanced Energy plans to continue to incréageenetration in these three markets by
introducing new products and solutions for existingtomers and targeting new customers, but itsgryi focus will continue to be on the
semiconductor capital equipment market. For exaniplhe semiconductor capital equipment market
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Advanced Energy believes that significant oppottesiexist for it to introduce new products for geeses 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. Adwaad Energy believes that customers want solutioaisitnprove
process control and yield, and decrease their ¢ofstland time to market. Advanced Energy is deietpintegrated systems to provide more
complete solutions that meet its customers' plasas@d process requirements. Advanced Energy isifag currently fragmented
applications of technology involving significantyer, measurement and control content, and deveajdptegrated, high performance, robust
and cost-effective solutions for these applications

TARGETING EMERGING APPLICATIONS. Advanced Energytaggeting emerging applications that have thenga@tkto benefit from
more efficient and reliable use of power in mantifeing processes for telecommunications networkiggipment, automotive parts, tools,
architectural glass and other industrial products.

PURSUING ACQUISITIONS TO FUEL GROWTH. Advanced Eggmactively seeks complementary technologies antpamies as a means
to expand its presence in existing and emergindgetaiand to provide integrated solutions for cugiaand potential customers. Advanced
Energy has acquired and integrated several compasiently. Advanced Energy continually evaluatesganies whose products and
technologies could enhance its system level cafiabil

CAPITALIZING ON WORLDWIDE INFRASTRUCTURE. AdvanceBnergy's principal customers are large, global Ofs require that
their suppliers have a well-developed worldwideasfructure. Advanced Energy plans to continuake advantage of and expand its
established global infrastructure, operating skifisl comprehensive product portfolio to better s¢nese customers and to attract new
customers with international support needs.

MARKETS

Advanced Energy markets and sells its systems pitynta large, global original equipment manufaets of semiconductor, flat panel
display, data storage and other industrial thim fihanufacturing equipment. Advanced Energy hasisoklstems worldwide to more than
100 OEMs and directly to more than 500 end-usedsvaficed Energy's principal customers include Apipliaterials, Balzers, Eaton, Lam
Research, Novellus, Singulus and ULVAC. The sendcetor capital equipment industry accounted forapimately 60% of Advanced
Energy's total sales in 1997, 51% in 1998, 63%0@9land 68% in the first six months of 2000. Folloyvis a discussion of the major mark
for Advanced Energy's systems:

SEMICONDUCTOR CAPITAL EQUIPMENT MANUFACTURING MARKH. Advanced Energy sells its products primarily to
semiconductor capital equipment manufacturersrfooriporation into equipment used to make integratexits. Its products are currently
used in a variety of applications including depositetch, ion implantation, photo-resist strip anelgasonic cleaning. The precise control
over plasma-based processes that use its poweersioiw and control systems enables the producfiortegrated circuits with reduced
feature sizes and increased speed and performadeanced Energy anticipates that the semicondweapital equipment industry will
continue to be a substantial part of its busines#hie foreseeable future.

DATA STORAGE MANUFACTURING EQUIPMENT MARKETS. Advared Energy also sells systems to data storage raguip
manufacturers and to data storage device manuéastfor use in producing a variety of productsluding CDs, computer hard disks,
including both media and thin film heads, CD-ROMs
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and DVDs. These products use a PVD process to peooptical and magnetic thin film layers, as wslbaprotective wear layer. In this
market the trend towards higher recording densigiesiving the demand for increasingly dense,rieinand more precise films. The use of
equipment incorporating magnetic media to storéognand digital data continues to expand with treagh of the laptop, desktop and
workstation computer markets and the consumerrelgics audio and video markets.

FLAT PANEL DISPLAY MANUFACTURING EQUIPMENT MARKET.Advanced Energy also sells its systems to manufactwf flat
panel displays and flat panel projection devicdscivhave fabrication processes similar to thospleyed in manufacturing integrated
circuits. Flat panel technology produces brigharphlarge, color-rich images on flat screens fodpcts ranging from hand-held computer
games to laptop and desktop computer monitorsr¢@iacreen televisions. There are three major tgpélat panel displays, including liquid
crystal displays, field emitter displays and gasspia displays. There are two types of flat pangkption devices, including liquid crystal
projection and digital micro-mirror displays. Adwad Energy sells its products to all five of theskets.

EMERGING MARKETS. Advanced Energy also sells itegurcts to OEMs and producers of end products iariety of industrial markets.
Thin film optical coatings are used in the manufeetof many industrial products including solar glanarchitectural glass, eyeglasses,
lenses, barcode readers and front surface mirfbia.films of diamond-like coatings and other matkrare currently applied to products in
plasma-based processes to strengthen and hardecesuon such diverse products as tools, razoeb|aditomotive parts and hip joint
replacements. Other thin film processes that ssgraducts also enable a variety of industrial pgakg applications, such as decorative
wrapping and food packaging. The advanced thin filsduction processes allow precise control ofouggioptical and physical properties,
including color, transparency and electrical aretitial conductivity. The improved adhesion and Hilph quality resulting from plasma-
based processing make it the preferred methodpiyiag the thin films. Many of these thin film indirial applications require power levels
substantially greater than those used in Advanceddy's other markets.

SALES AND MARKETING

Advanced Energy sells its systems primarily throdghct sales personnel to customers in the UrStates, Europe and Asia, and through
distributors in China, France, Israel, Italy, Sipgee, and Sweden. Sales outside the United Sigppessented 23% of its total sales during
1997, 27% in 1998, 28% in 1999 and 29% in the firstmonths of 2000. Advanced Energy maintainsssafel service offices across the
United States in California, Colorado, Massachasdtinnesota, New Jersey and Texas. Advanced Emeagytains sales and service offices
outside the United States in Germany, Japan, Stotha, the United Kingdom and Taiwan.

ENGINEERING MEASUREMENTS COMPANY
OVERVIEW

EMCO designs, manufactures, and markets electeomdcelectro-mechanical instruments (flowmetershieasuring the flow of liquids,
steam and gases. EMCO operates within the flow anea®ent devices and systems industry segment (£b@e No. 3823). EMCO
generates its revenues from the sales of flowntetetware in both foreign and domestic markets. Re®eés also generated through contract
electronic printed circuit board assembly. Withy&ars of experience in the field of flow measuremEMCO is able to provide its custom
with a family of products capable of measuring atramy kind of fluid or gas flow. While EMCO hastarically been strongest in energy
utility flow measurement (particularly steam metepi it has products capable of measuring moststgb@rocess fluids, as well as fuel oils
and natural gas. Primarily utilizing a network égtdbutors and commissioned sales representatisegell as a direct sales force, EMCO
markets flowmeters worldwide.

EMCO has renewed a marketing agreement with Da¢8sa flowmeter company in Denmark which disttésuproducts in different
markets and runs for a period until April 2001 wétlsix month renegotiations period. Terms of thee@gent with Danfoss A/S allow EMCO
to be the non-exclusive
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distributor for Danfoss' MAG and MASS flowmeterstive U.S. industrial market under the EMCO lab&IGO features six types of
flowmeters capable of handling a broad spectrurmpplications (steam, gas and liquid), as well Esge range of line sizes. These
flowmeters position EMCO to compete on a produetlievith any flowmeter manufacturer in the world.

PRODUCTS

EMCO develops and markets a series of productsstmsore the flow of steam, chilled and hot wateiynahgas, compressed gases and other
fluids in a pipeline. Also included are product$ieh support the primary flow measurements, sugbressure, temperature measurements
and supporting electronics.

Sales of flowmeters and related products accouragproximately 88% of the total sales for EMCOeTlowmeter products use two major
technologies in its product lines. The sales cbation by each technology as a percent of salefisical years 1999 and 1998 are as follows:

TECHNOLOGY FY 1999 FY 2000
VOIUMELHIC. . uuiiiiiiieee e 74% 68%
MaSS. it 26% 20%

Volumetric technologies include the following prads: turbine, vortex shedding, ultrasonic, and fpgesidisplacement meters. Mass
technologies include the following products: elentagnetic, coriolis, flow processors and digitdivea.

EMCO manufactures several series of insertion radtgrvarious applications of steam, liquids anthpeessed gas measurement. The
insertion meters offer solutions to customers fetering flows in large size pipes. Each is avadakith an assortment of options allowing
extremes in flow range, pressure and temperatutie,adaptation to various output requirements wigichvide mass and energy measurer
for totalizing or computer input.

EMCO introduced a line of vortex shedding flowmsetir fiscal year 1992. The Vortex PhD has no mowyiags, provides high reliability, h.
low maintenance requirements and is capable oabpgrwith dirty fluids.

EMCO introduced a clamp-on transit time ultrasdloevmeter in January 2000. This product is a ndndisive meter, which is attached to the
outside of pipes, and is used primarily to meastater, but is capable of measuring other liquiasiding oil.

EMCO also develops, manufactures and markets @ssefipositive displacement meters which providrieate measurements of fluid flow
rates. The products' primary applications relattéomeasurement of viscous fluids, such as crildasowell as applications requiring a high
degree of accuracy.

Digital valves are digitally actuated control vadvaroviding industry with a unique means of cotitngland measuring the flow of fluids.
Because of their accuracy and speed of resporesse firoducts are capable of providing a high degfreentrol that cannot easily be matcl
by other valves. In addition, this product can befigured as a metering valve, thus providing botasurement and control.

All EMCO flowmeter products utilize a family of digl flow processors to provide a wide range of steament processing. The flow
processors provide the desired outputs in engingemits, such as gallons, liters, etc., with ps@mns for computing density, mass flow and
enthalpy.

The Company introduced a commercial vortex sheddiatgr flowmeter in March 1997. This product is keded into the commercial HVA
ultra-pure and de-ionized water and landscapeditiog markets.

The Company provides contract electronic printeduti board assembly. These services provided 8EMEQO's revenues in 1999 and 12%
in 2000.
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Control of gases is critical to the production efrsconductors. EMCO has developed the Mach One fltwggontroller specifically for the
semiconductor market. This product has been dedignaddress the gas control needs of the indfmstryreater accuracy, control range,
response time, and adjustable capacity. In additt@Mach One operates at satrospheric pressures, is less susceptible to iclggmd ha
no flow bypass which means improved process repgiitaThe Mach One has not yet been commercidlize

SALES AND MARKETING

EMCO primarily uses a network of distributors amanenissioned sales representatives, as well azetdiales force, to market EMCO's
flowmeters worldwide. EMCO utilizes a direct salesce to market its contract electronic printedgit board assembly services.

In fiscal year 2000, EMCO had foreign sales of agpnately $2,242,000, or 24.3% of sales, compaoegpproximately $2,691,000, or
27.8% of sales in fiscal year 1999. The decreasales for fiscal year 2000 in Europe is due prilpéo lower sales to Danfoss in 2000.
EMCO experienced a decrease in sales to Asia daehift in the product mix to lower cost meterthé foreign sales are lower due to loy
activity overall, rather than sales of a singlgéaproject. All foreign sales are exports from detiteoperations. The breakdown of foreign
sales for fiscal years 2000 and 1999, in dolladszarcent of total sales are:

FY 2000 FY 1999
Europe.......ccovviiiiiiii $1,3 35,000 14.5% $1,580,000 16.3%
ASia....ooi 6 58,000 7.1% 755,000 7.8%
Other.....cocoiiiiiiiiiiiciees 2 49,000 2.7% 356,000 3.7%

DESCRIPTION OF CAPITAL STOCK
ADVANCED ENERGY COMMON STOCK

Advanced Energy's is authorized to issue up toG@MADO shares of common stock, of which 29,2434@8es were outstanding on July 31,
2000. The holders of Advanced Energy common stoeleatitled to one vote for each share held ofnéton all matters submitted to a vote
of stockholders. Subject to preferences that maggdpdicable to any outstanding shares of prefesteck that may be issued, the holders of
Advanced Energy common stock are entitled to receatably any dividends that may be declared fiiame to time by the board of directors
out of funds legally available for the payment ofidends. The holders of common stock are entitteshare ratably in all assets remaining
after payment of liabilities and liquidation predaces of any outstanding shares of preferred stoitle event of liquidation, dissolution or
winding up. Holders of common stock have no pre@ragights or rights to convert their common stauo any other securities. There are
redemption or sinking fund provisions applicablétite common stock. All outstanding shares of comstook are fully paid and non-
assessable.

ADVANCED ENERGY PREFERRED STOCK

Advanced Energy's board of directors has the aityhaevithout action by the stockholders, to designand issue up to 1,000,000 shares of
preferred stock in one or more series and to dasggihe dividend rate, voting rights and othertdgpreferences and restrictions of each
series any or all of which may be greater tharrigitets of the common stock. The actual effectshefissuance of any shares of preferred ¢
upon the rights of holders of the common stock migtiude:

- restricting dividends on the common stock;
- diluting the voting power of the common stock;
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- impairing the liquidation rights of the commowock; and

- delaying or preventing a change in control.

No preferred stock is currently outstanding and @&abed Energy has no present plans to issue angssbbpreferred stoc
EMCO COMMON STOCK

EMCO's authorized capital stock consists of 15000 shares of common stock, $0.01 par value. Asuglst 9, 2000, 4,218,495 shares of
common stock were outstanding, held by 451 holdérecord. As of August 9, 2000, options to purehas aggregate of 239,663 shares of
common stock were outstanding under EMCQO's 199@nitiee Plan and 1997 Incentive Plan. A total of,080 shares were reserved for
issuance under its 1991 Incentive Plan, 625,00feshaere reserved for issuance under EMCO's 19@htive Plan and 187,500 shares w
reserved for issuance under its Employee StockiRsecPlan, including shares that have already issead under these plans.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
AND MANAGEMENT OF EMCO

The following table sets forth as of August 1, 20@ number and percentage of EMCO's shares ofnconstock owned of record and
beneficially by each person owning more than fieecpnt (5%) of such common stock and by all indiglddirectors and officers and by all
directors and officers as a group:

NAME OF AMOUNT AND NATURE PERCENT
TITLE OF CLASS BENEFICIA L OWNER OF BENEFICIAL OWNERSHIP  OF CLASS (9 )

Common StocK........ccceevviiieeennes Charles E. Miller 1,556,432(1) 36.8
Common StocK...........ccceevninnnes William A. Ringer 123,625(2) 2.9
Common StocK...........ccceevninnnes Saied Hoss eini 89,250(3) 2.1
Common StocK........ccceevviieeennnes David S. M iller 426,250(4) 10.1
Common StocK........ccceevveeieennnnes Walter Klu ck 29,292(5) 0.7
Common StocK...........ccceeviinnnns Thomas G. Miller 520,774(6) 12.3
Common StocK...........ccceeviininns Trung T. D oan 15,000(7) 0.4
Common StocK........ccceeviieieeennes Jerry Howa rd 0(8) 0
All Directors and Officers as a Group

(Seven Persons).......ccccceeeen... 2,334,374 55.2%

(1) Record and Beneficial; includes 1,543,932 shafecommon stock owned directly; an option to pase 12,500 shares of common stock
under the 1991 Incentive Plan; Mr. Miller has sadting and investing power on 1,476,057 of the cdvsleares; the remaining 67,875 shares
have shared voting and investment power. Charldéilier's business address is 600 Diagonal Highviaygmont, CO 80501.

(2) Record and Beneficial; Mr. Ringer has sole mptand investment power on 110,625 shares of tiedwhares; the remaining 500 shares
have shared voting and investment power. Mr. Ridgy has an option to purchase 12,500 sharesmhon stock pursuant to the 1997
Incentive Plan. William

A. Ringer's address is P.O. Box 1018, Wilson, W90B8&

(3) Record and Beneficial; includes 64,250 shafemmmon stock owned with sole voting and investhpeEwer; an option to purchase
12,500 shares of common stock under the 1991 liveeRtan and an option to purchase 12,500 sharmdsruhe 1997 Incentive Plan. Saied
Hosseini's business address is 600 Diagonal Highl@ygmont, CO 80501.
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(4) Record and Beneficial; includes 439,538 shafemmmon stock owned. David Miller has sole votangl investment power for 68,813 of
the shares; the remaining 370,725 shares havedshatiag and investment power. David S. Miller'simess address is 420 E. Armour, N.
Kansas City, MO 64166.

(5) Record and Beneficial; includes 4,292 sharasaimon stock owned with sole voting and investnpamter; and an option to purchase
25,000 shares of common stock under the 1997 liveeRtan. Walter Kluck's business address is P@. 481, Clifton, NJ 07015.

(6) Record and Beneficial; Mr. Miller has sole vigtiand investment power on 504,337 of the ownetkshthe remaining 3,937 shares have
shared voting and investment power. Mr. Miller hasoption to purchase 12,500 shares of common stodér the 1997 Incentive Plan.
Thomas G. Miller's business address is 11725 Wthl&2, Overland Park, KS 66210.

(7) Record and Beneficial; Mr. Doan has an optmpurchase 5,000 shares of common stock undeQ®ié lhcentive Plan. Trung T. Doan's
business address is 8000 S. Federal Way, Boiseg I8707-0006.

(8) Record and Beneficial; Jerry Howard's busirskiress is 600 Diagonal Highway, Longmont, CO 80501

(9) All options under the EMCO stock option planther than the Employee Stock Purchase Plan) pest closing of the merger and are
included for determining the percentages.

COMPARISON OF STOCKHOLDERS' RIGHTS

Prior to the effective time of the merger, the tiggbf EMCO shareholders are governed by the CotoBaginess Corporation Act, or the
CBCA, the EMCO articles of incorporation and the E®! bylaws. At the effective time of the merger, shareholders of EMCO will

become stockholders of Advanced Energy, a corpraoverned by the Delaware General Corporation, laaidGCL, the Advanced Ener
certificate of incorporation and the Advanced Egdrglaws. The following discussion summarizes thatemial differences between the rights
of holders of shares of EMCO common stock and hieldéshares of Advanced Energy common stock.

GENERAL

The DGCL and the interpretations of those laws ljalyare courts is generally more comprehensivenaog developed than the CBCA and
the interpretation of those laws by Colorado courte DGCL is more frequently updated and reviseshéet changes in the business
environment. The CBCA replaced the Colorado CotimmaCode effective July 1, 1994 and is a modepaated corporation statute. EMCO
does not believe that it has been impeded in operas business under the CBCA.

VOTING GROUPS

Under the CBCA, EMCO shareholders are entitledote ¥n voting groups in certain circumstances. fingogroup consists of all the shares
of one or more classes or series that, under thE@Mdrticles of incorporation or under the CBCA, angitled to vote and be counted toge!
collectively on a matter at a meeting of sharehmsldé multiple voting groups are entitled to vate a matter, favorable action on the matter is
taken only when it is duly approved by each sudimgogroup. Although the EMCO common stock is tindydssued and outstanding voting
stock of EMCO and the EMCO atrticles of incorporatém not provide for voting by voting groups, ariiar class or series of capital stock
that may be issued by EMCO in the future is emtittevote separately as a voting group under thEABR connection with some
amendments to the EMCO atrticles of incorporatios @ertain plans of merger and share exchange.Gaaparison of Stockholders' Rights -
- Amendments to the EMCO Atrticles of Incorporatamd the Advanced Energy Certificate of Incorpordtion page 56. The DGCL has no
equivalent provisions for voting groups althougtades provide for voting by class or series oflsiaccertain circumstances.
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CUMULATIVE VOTING

In an election of directors under cumulative votiagch share of stock normally having one votaiiled to a number of votes equal to the
number of directors to be elected. A stockholdey than cast all such votes for a single candidateay allocate them among as many
candidates as the stockholder may choose. Withouttative voting, the holders of a majority of steares present at an annual meeting or
any special meeting held to elect directors woaldehthe power to elect all the directors to betefkat that meeting, and no person could be
elected without the support of holders of a majooitthe shares voting at such meeting. Under t&€D, cumulative voting in the election
directors is not mandatory, but is a permittedaptiThe Advanced Energy certificate of incorponatimd the Advanced Energy bylaws do
not provide for cumulative voting in the electiohdirectors.

Under CBCA Section 7-102-102(3), for corporatiomsorporated after December 31, 1958, if cumulatving is not desired in the election
of directors, a statement to that effect must bdevia the articles of incorporation. If no suchietaent is made, cumulative voting will be
mandatory in the election of directors, subjedhi® cumulative voting procedures set forth unde€C8Bection 7-107-209. The EMCO
articles of incorporation expressly state that clative voting will not be allowed in the electiofdirectors.

AMENDMENTS TO EMCO'S ARTICLES OF INCORPORATION AND ADVANCED ENERGY'S CERTIFICATE OF
INCORPORATION

Under the CBCA, an amendment to EMCOQO's articléaadrporation, with exceptions for routine amendtsemust be proposed by the
EMCO board of directors or the holders of shargsasenting at least ten percent of all of the vetdgled to be cast on the amendment, and
must then be approved by the holders of two-thifdfe votes entitled to be cast within the votirgups entitled to vote on the amendment.
Under the CBCA, all of the holders of EMCO commuwck, and each holder of shares of an affected daseries of stock, if any, voting in
separate voting groups, are entitled to vote onaangndment of the EMCO articles of incorporaticat thvould:

- increase or decrease the aggregate number afraagtti shares of the class or series;
- effect an exchange or reclassification of alpart of the shares of the class or series intoeshafranother class or series;

- effect an exchange or reclassification, or créaeright of exchange, of all or part of the skasanother class or series into shares of the
class or series;

- change the designation, preferences, limitationselative rights of all or part of the sharesta# class or series;
- change the shares of all or part of the clasedes into a different number of shares of theesalass or series;

- create a new class of shares having rights demmeces with respect to distributions or dissolutihat are prior, superior or substantially
equal to the shares of the class or series;

- increase the rights, preferences, or number thfosized shares of any class or series that, giténg effect to the amendment, have rights or
preferences with respect to distributions or taalistion that are prior, superior, or substantiayial to the shares of the class or series;

- limit or deny an existing preemptive right of all part of the shares of the class or series; or

- cancel or otherwise affect rights to distribusar dividends that have accumulated but have etbgen declared on all or part of the shares
of the class or series.

Under the DGCL and Advanced Energy's certificatanobrporation, amendments to the Advanced Eneegfficate of incorporation must |
adopted by the Advanced Energy board of directodsraust then be approved by the holders of a nigjofithe voting power of the
outstanding shares of stock entitled to vote thereo
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The DGCL requires the approval of a majority of thistanding shares of a class of stock, voting separate class, for any amendment that
changes the number of authorized shares of thsd,athanges the par value of that class or adyeaaffects the powers, preferences or spe
rights of that class.

AMENDMENTS TO BYLAWS

As permitted under the CBCA, the EMCO bylaws previdat the EMCO bylaws may be amended, supplementexpealed by the EMCO
board of directors or the shareholders. As pernhititeder the DGCL, the Advanced Energy certificdtmoorporation provides that the
Advanced Energy bylaws may be adopted, amendeédperled either by the Advanced Energy board efttbrs, or by the affirmative vote
of the holders of not less than 66 2/3% of theahaf voting stock then outstanding.

VOTE REQUIRED FOR MERGER AND CERTAIN OTHER TRANSACT IONS

Under the CBCA, except for certain specific sitoai, a plan of merger or share exchange or a thosanvolving the sale, lease, exchange
or other disposition of all or substantially allatorporation's property, other than in the usnal regular course of business, must be adt

by the board of directors and then approved by gatihg group entitled to vote separately on sueimpshare exchange or transaction by the
holders of the votes entitled to be cast on suah,@hare exchange or transaction by that votiogmrprovided, however, that unless the
articles of incorporation of a corporation that vilmgxistence on June 30, 1994 provides othenaigdan of merger or share exchange which
requires shareholder approval must be approvedbathirds of all votes entitled to be cast on thengy that voting group. EMCO's articles
of incorporation do not provide for only a majoritgte in such case.

The CBCA requires separate voting by voting gromps(i) a plan of merger if the plan contains avisimn that, if contained in an
amendment to the articles of incorporation, woelguire action by separate voting groups, and

(i) a plan of share exchange by each class oeseffishares included in the share exchange, @th elass or series constituting a separate
voting group.

Under the DGCL, an agreement of merger or a sedegel or exchange of all or substantially all of &ahed Energy's assets must be approved
by the Advanced Energy board of directors and tdopted by the holders of a majority of the votiagver of the outstanding shares of st
entitled to vote thereon. In addition to the affatime vote required under the DGCL, the Advancedrgy certificate of incorporation requir

the affirmative vote of the holders of at least tithds of the disinterested shares then outstanirapprove or authorize any business
combination that has not been approved in advapeerbajority of the independent directors.

DIRECTORS

The EMCO articles of incorporation provide thatlass fixed by the EMCO bylaws, the number of dimeswill be five. The EMCO bylaws
provide that the EMCO board of directors will caisif at least one and not more than seven membeesAdvanced Energy certificate of
incorporation states that the Advanced Energy bylaas amended from time to time, will dictate thenber of directors that shall constitute
the whole board. The Advanced Energy bylaws prothéé the number of directors will be fixed frormé to time by resolution of the
Advanced Energy board of directors or by the stotddrs of Advanced Energy. The Advanced Energyveytaurther provide that the
Advanced Energy board of directors will consishisfe members until a duly adopted resolution bytibard or stockholders amends this
provision in accordance with Article V(A)(1) of tiadvanced Energy certificate of incorporation antidde IV of the Advanced Energy
bylaws.

CLASSIFICATION OF BOARD OF DIRECTORS

A classified board is one with respect to whictegtain number of directors, but not necessarilysak elected on a rotating basis each year.
Under the DGCL and CBCA, classification of a boafdlirectors is permitted but not required, purguarwhich the directors can be divided
into as many as
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three classes with staggered terms of office, witly one class of directors standing for electianreyear. Advanced Energy does not have a
classified board of directors. Each Advanced Eneliggctor is elected each year at the annual mgefishareholders. Each director will
serve until his or her successor shall have begnaliected and qualified unless he or she shaljnebecome disqualified or shall otherwise
be removed. See "-- Removal of Directors" on pa@eEBICO does not have a classified board of dirscteach EMCO director is elected
each year at the annual meeting of shareholdech #ieector serves until a successor is duly etedte or she resigns, or is disqualified or
otherwise removed.

REMOVAL OF DIRECTORS
Under the EMCO bylaws, a member of the EMCO bodmirectors may be removed in any manner providethb statutes of Colorado.

Under CBCA Section 7-108-108, the shareholders mamove one or more directors with or without caulsless the articles of incorporation
provide that the directors may be removed onlyctarse. The director may be removed only if: (i)thenber of votes cast in favor of remc
exceeds the number of votes cast against remawdikiixa meeting is called for the purpose of reimg him or her, and the meeting notice
states that the purpose, or one of the purposéseaheeting is the removal of a director.

Under CBCA Section 7-108-109, a director may beawsd by the district court of the county in Colavad which EMCO's principal or
registered office is located, in a proceeding comeed either by EMCO or by EMCO shareholders holdingast ten percent of the
outstanding shares of any class, if the court fthds the director engaged in fraudulent or disksboenduct or gross abuse of authority or
discretion with respect to EMCO and that removahiEMCO's best interests.

Under the DGCL and the Advanced Energy certificdtimcorporation, directors of Advanced Energy rbagyremoved only for cause and ¢

by the affirmative vote of the holders of a majpof Advanced Energy voting stock then outstandprgyvided, however, that if a proposal to
remove a director is made by or on behalf of aeradted stockholder or a director who is an aféiliar associate of an interested stockholder,
then such removal will also require the affirmatixode of the holders of a majority of the disintesl shares then outstanding.

NEWLY CREATED DIRECTORSHIPS AND VACANCIES

Under the CBCA and the EMCO bylaws, vacancies énBMCO board of directors may be filled by theraffative vote of a majority of the
directors then in office, even if less than a quorand newly created directorships resulting franingrease in the number of directors,
including an increase effected by the EMCO boardictors, may be filled by the affirmative votieaomajority of the directors then in
office or by an election at an annual meeting @& special meeting of shareholders called for plgbose. A director so chosen will hold
office until the next annual meeting of sharehdaddemd thereafter until such director's successall save been elected and qualified.

Under the DGCL, the Advanced Energy certificaténobrporation and the Advanced Energy bylaws, nessdated directorships resulting
from death, resignation, disqualification, an irmze effected by the Advanced Energy board of direcor any other cause, shall, unless the
Board of Directors determines by resolution that sunch vacancies or newly created directorshipl Badilled by the Stockholders, be filled
by a majority of the directors then in office, atlyh less than a quorum. Each director so chosglhaosacancy will hold office until such
director's successor shall have been elected adldgstalify or until such director shall resignsirall have been removed. No reduction of the
authorized number of directors will have the effeictemoving any director prior to the expiratidnsach director's term of office.

Any other vacancy on the board of directors mafiltesl by a majority of the directors then in officeven if less than a quorum, or by a sole
remaining director. Whenever the holders of any @nmore classes or series of preferred stock isbyeAdvanced Energy shall have the
right, voting separately by class or series, totad@ectors at an annual or special meeting oktbekholders, the election, term of
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office, filling of vacancies and other featuressath directorships shall be governed by the terfimiseopreferred stock designation applicable
thereto. If, at the time of filling any vacancyamy newly created directorship, the directors fimenffice shall constitute less than a majority
of the whole board (as constituted immediately pigoany such increase), the Delaware Court of Chignmay, upon application of any
stockholder or stockholders holding at least 10%heftotal number of the shares at the time outlatgnhaving the right to vote for such
directors, summarily order an election to be helélltany such vacancies or newly created direstigos, or to replace the directors chosen by
the directors then in office.

LIMITATION OF DIRECTOR'S LIABILITY

As permitted by both the CBCA and the DGCL, both BEMCO articles of incorporation and the Advanceergy certificate of incorporatic
eliminate or limit the personal liability of a dater to EMCO or its shareholders and Advanced Bnergts stockholders, respectively, for
monetary damages based on such director's bredichuoifary duty, except for liability: (i) for anlgreach of the director's duty of loyalty to
the corporation or its shareholders or stockhold@jgor acts or omissions not in good faith onigh involve intentional misconduct or a
knowing violation of law, (iii) for certain excess prohibited distributions, or (iv) for any tramsi@n from which the director derived an
improper personal benefit.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

The CBCA and the DGCL contain generally similaryismns for the indemnification of directors, offis, employees and agents. The CE
permits indemnification of a director only if theettor conducted himself or herself in good faitid reasonably believed, in connection with
conduct in an official capacity, that his or hendact was in the best interests of the corporadiweh in all other cases, that his or her conduct
was at least not opposed to the corporation'sibesests. The DGCL permits such indemnificatiothd director acted in good faith and
reasonably believed that such conduct was in ooppbsed to the best interests of the corporation.

The CBCA generally precludes indemnification ifréaés an adjudication of liability that the directubtained an improper personal benefit.
The DGCL does not specifically deal with casesgfrioper personal benefit. Neither the CBCA nor@@&CL permits a corporation to
indemnify directors against judgments in actiorsught by or in the right of the corporation in whisuch director was adjudged liable to the
corporation, and the DGCL extends such limitat@mtemnification of officers. However, both the CR and the DGCL permit
indemnification for reasonable expenses in sucfadns if the indemnification is ordered by a dour

Both the CBCA and the DGCL permit the corporatiomtlvance expenses upon a written undertakindhér tepayment if the person
receiving the advance is not ultimately entitledntdemnification. In addition, the CBCA requireB:Written affirmation of a good faith belief
of having met his or her standard of conduct andiétermination that facts known would not pre@uddemnification. The CBCA prohibits
provisions in articles of incorporation, bylaws,amntracts (but not necessarily insurance polidles are inconsistent with the statutory
provisions, while the DGCL specifies that the siaty provisions are not exclusive of other rigldsrtdemnification or advancement of
expenses that may be provided by bylaws, agreemaits of stockholders or disinterested directorstherwise.

SPECIAL MEETING OF SHAREHOLDERS; ACTION BY CONSENT

Under the CBCA and the EMCO bylaws, a special mgati the shareholders of EMCO may be called fgr@urpose by the Chief
Executive Officer, the Chairman of the Board, thedrient or by the EMCO board of directors, andl $leacalled by the President at the
request of the holders of not less than ten perd®8b) of all the outstanding shares of the corpianaentitled to vote at such meeting. Under
the CBCA, unless the EMCO articles of incorporatiequire that action be taken at a
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shareholders' meeting, any action required or pgegchto be taken at a shareholders' meeting magkea without a meeting if all of the
shareholders entitled to vote thereon consentdb aation in writing. Under the EMCO bylaws, sudti@n by consent will have the same
force and effect as a unanimous vote of the EMC@ediolders.

As permitted under the DGCL, the Advanced Energitifasate of incorporation provides that specialetiegs of Advanced Energy
stockholders may be called at any time by: (i)@&mairman of the Board of Directors, (ii) the Chiefecutive Officer, or (iii) the Board of
Directors pursuant to a resolution adopted by aritgjof the total number of authorized directorhéther or not there exists any vacancies
in previously authorized directorships at the tiamg such resolution is presented to the Board t#dbors for adoption) and shall be held at
such place, on such date, and at such time asahel®f Directors shall fix.

BUSINESS COMBINATIONS INVOLVING A CHANGE OF CONTROL

Neither the CBCA, the EMCO articles of incorporatiwor the EMCO bylaws contain any special provisimegarding business combinatic
involving a change of control.

The DGCL prohibits certain transactions betweerela®are corporation, the shares of which are listed national securities exchange or
the Nasdaq National Market, and an "interestedksimder," unless the certificate of incorporatidritte corporation contains a provision
expressly electing not to be governed by this fitibn. The Advanced Energy certificate of incorgiimn does not contain such an election.
An "interested stockholder" includes a person idirectly or indirectly a beneficial owner of 1586 more of the voting power of the
outstanding voting stock of the corporation anchsperson's affiliates and associates. The provigiohibits certain business combinations
between an interested stockholder and a corporfdrom period of three years after the date ther@sted stockholder became an interested
stockholder, unless:

- the business combination is approved by the gatfmm's board of directors prior to the date sstcitkholder became an interested
stockholder,

- the interested stockholder acquired at least 868e voting stock of the corporation in the traction in which such stockholder became an
interested stockholder, or

- the business combination is approved by a mgjofithe board of directors and the affirmativeesof two-thirds of the outstanding stock
that is not owned by the interested stockholder.

DISSENTERS' RIGHTS

Under the CBCA, a shareholder who complies withti6as 7-113-202 and 7-11334 of the CBCA, whether or not entitled to voteentitled

to dissent and obtain payment for the "fair valokthe shareholder's shares, including "interéSBCA Section 7-113:01(4) defines the ter
"fair value," with respect to a dissenter's sha@sean the value of the shares of common stookeidiately before the effective time of the
corporate action to which the dissenter objectslugling any appreciation or depreciation in anttipn of the corporate action except to the
extent that exclusion would be inequitable. CBCAta 7-113-101(5) defines the term "interest" team interest from the effective time of
the corporate action until the date of paymenthataverage rate currently paid by the corporatioits principal bank loans or, if none, at the
legal rate of eight percent per annum, compoundedally, as specified by Section 5-12-101 of théo€@alo Revised Statutes. Dissenters'
rights are triggered in the event of:

- completion of a plan of merger to which EMCO igaaty, if approval by EMCO shareholders is reqiii@ the merger or if EMCO were a
subsidiary that was merged with its parent corpanat

- completion of a plan of share exchange to whittCB is a party as the corporation whose sharesheithcquired;
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- completion of a sale, lease, exchange, or otispodition of all, or substantially all, of EMCQ3soperty, if a shareholder vote is required for
such disposition under the CBCA,; or

- completion of a sale, lease, exchange, or otispodition of all, or substantially all, of the perty of an entity controlled by EMCO if
EMCO shareholders are entitled to vote on whethd€B will consent to the disposition.

Under the CBCA shareholders do not have dissemighss if their shares are listed on a nationalsities exchange or on the Nasdaq
National Market or are held of record by more tB2000 shareholders, provided, however, that thgdition will not apply if the sharehold
will receive for the shareholder's shares, purstattie corporate action, anything except:

- shares of the corporation surviving the comptletibthe plan of merger or share exchange;

- shares of any other corporation which at the éffeclate of the plan of merger or share exchaitherewill be listed on a national securiti
exchange or on the Nasdaqg National Market or wilhbld of record by more than 2,000 shareholders;

- cash in lieu of fractional shares; or
- any combination thereof.

A shareholder is also entitled to dissent and alpgayment of the "fair value" of the shareholdshares in the event of: (i) a reverse split that
reduces the number of shares owned by the shamtold fraction of a share or to scrip if suclefi@al share or scrip is to be acquired for
cash or the scrip is to be voided under the CBCAilpany corporate action, to the extent provitlgdthe EMCO bylaws or a resolution of the
EMCO board of directors.

Generally, stockholders of a Delaware corporatitio wbject to certain mergers or consolidationshefdorporation are entitled to appraisal
rights, requiring the surviving corporation to phg "fair value" of the dissenting shares. These however, no statutory rights of appraisal
with respect to stockholders of a Delaware corponatvhose shares of stock are either: (i) listecd orational securities exchange or the
Nasdaqg National Market or (ii) held of record byrethan 2,000 stockholders. In addition, no apptaights shall be available for any sha
of stock of a surviving corporation in a mergethi& merger did not require the approval of theldtotders of such corporation. Further, the
DGCL does not provide appraisal rights to stockbddvho dissent from the sale of all or substdgtall of the corporation's assets unless
certificate of incorporation provides otherwise.viadced Energy's certificate of incorporation doatspnovide stockholders with appraisal
rights.

DIVIDENDS

Under the CBCA, a dividend may be paid on the EM@@®mon stock unless, after payment of the dividéfhdMCO would not be able to
pay its debts as they become due in the usualeaditsusiness or (i) EMCOQO's total assets wouldelse than the sum of its total liabilities
plus the amount that would be needed, if EMCO wdissolved at the time of the distribution, to datike preferential rights of shareholders
whose preferential rights are superior to thoseérsl receiving the dividend.

Under the DGCL, a dividend may be paid on the AdeanEnergy common stock out of either surplus naefias the excess of net assets
capital, or if no surplus exists, out of net pafibr the fiscal year in which the dividend is d&eld and/or the preceding fiscal year. Dividends
may not be paid on such stock out of surplus ifcdygital of Advanced Energy is less than the agggeegmount of the capital represented by
the issued and outstanding stock of all classembavpreference upon the distribution of assets.

STOCK REPURCHASES

Under the CBCA, EMCO may purchase, redeem or ofiseracquire its own shares, unless after givingotfthereto: (i) EMCO would not |
able to pay its debts as they become due in tha usu
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course of business or (ii) EMCO's total assets ditel less than the sum of its total liabilitiessplne amount that would be needed, if EMCO
were dissolved at the time of the redemption, tsfsathe preferential rights of shareholders whpssferential rights are superior to those
holders whose shares are to be acquired.

Under the DGCL, Advanced Energy may purchase, rad@eotherwise acquire its own shares. However,ahded Energy may not: (i)
purchase or redeem its own shares of capital $tvakash or other property when the capital ofdbeporation is impaired or when such
purchase or redemption would cause any impairmietteocapital of the corporation, except that gpooation may purchase or redeem out of
capital any of its own shares which are entitledrugny distribution of its assets, whether by déwid or in liquidation, to a preference over
another class or series of its stock, if such shaitt be retired upon their acquisition and theital of the corporation reduced, or

(i) purchase, for more than the price at whichythmay then be redeemed, any of its shares whichedeemable at the option of the
corporation.

Under the CBCA, no contract or transaction betweBICO and one or more of its directors or betweenCEWMand any other corporation,
partnership, association, or other organizatiowlilch one or more of EMCO's directors are directorefficers, or have a financial interest,
unless the contract or transaction is between EM@®an entity that owns, directly or indirectly, &lthe outstanding shares of EMCO or all
of the outstanding shares or other equity interastghich are owned, directly or indirectly, by ENMICis void or voidable solely for that
reason, or solely because the director is presemtgarticipates in the meeting of the EMCO baafrdirectors or committee thereof which
authorizes the contract or transaction, or solelyaise such director's votes are counted for tivabpe, if:

- the material facts as to such director's relatigm or interest and as to the contract or traiwmaetre disclosed or are known to the EMCO
board of directors or the committee, and the EM®©@@r8 of directors or committee in good faith authes, approves or ratifies the contrac
transaction by the affirmative vote of a majorifytlee disinterested directors, even though thentisésted directors constitute less than a
quorum;

- the material facts as to such director's relatigmor interest and as to the contract or traiwmaetre disclosed or are known to the
shareholders entitled to vote thereon, and theraoinbr transaction is specifically authorized, raped or ratified in good faith by a vote of
the shareholders; or

- the contract or transaction is fair to EMCO.

In addition, under the CBCA, the EMCO board of diogs or a committee thereof may not authorizeaa loy EMCO to an EMCO director
to an entity in which an EMCO director is a dirgato officer or has a financial interest or a gudyeby EMCO of an obligation of an EMCO
director or of an obligation of an entity in whiah EMCO director is a director or officer or hafinancial interest, unless such entity, where
an entity is involved, is one that owns, directhjiralirectly, all of the outstanding shares of EM@(all of the outstanding shares or other
equity interests of which are owned, directly atiiectly, by EMCO, until at least ten days afteitten notice of the proposed authorizatiol
the loan or guaranty has been given to the holofeitee EMCO common stock who would be entitled atevon such a transaction if the
matter were submitted to a vote of the sharehaolders

The DGCL contains provisions regarding transactigitls directors and officers that are substantialiyilar to those of the CBCA. In
addition, the DGCL provides that Advanced Energy hean money to, or guaranty any obligation incdrby, its officers, including those
who are also directors, if, in the judgment of tdvanced Energy board of directors, such loan arguotee may reasonably be expected to
benefit Advanced Energy.

CORPORATE RECORDS; SHAREHOLDER INSPECTION

Under the CBCA, a shareholder or a shareholde€stagy attorney is entitled to inspect and copyrugt least five business days' written
notice and during regular business hours at EM@@reipal
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office, the EMCO articles of incorporation, the ER®ylaws, minutes of all shareholders meetingsrandrds of all actions taken by
shareholders without a meeting for the past thesggy all written communications within the pasethyears to shareholders as a group or to
the holders of any class or series of shares asugpga list of the names and business addressesreht directors and officers, the most
recent corporate report delivered to the Coloragir&ary of State, and certain financial statemehEMCO prepared for periods ending
during the last three years. In addition, a shddstavho:

- has been an EMCO shareholder for at least thoghm or who is a holder of at least five percdralioof the outstanding shares of any class
of EMCO capital stock;

- makes a demand in good faith and for a purpassorebly related to the shareholder's interessaarm@holder;
- describes with reasonable particularity the psepand the records the shareholder desires tocin el
- requests records that are directly connected thvétdescribed purpose,

or such shareholder's agent or attorney is entitiedspect and copy, upon at least five businags'dvritten notice and during regular
business hours at a reasonable location specifiégeMCO; excerpts from minutes or records of any EMibard of directors meeting or
action, minutes or records of any shareholderstingger action, excerpts of records of any actibarmEMCO board of directors committee,
waivers of notices of any shareholder, EMCO bodrdirectors or EMCO board of directors committeeetiveg, accounting records of
EMCO, and records of the names and addresses refhshders.

Under the DGCL, any stockholder of Advanced Enemgyerson or by attorney or other agent, may, upotien demand under oath stating
the purpose thereof, during the usual hours foiness, inspect for any proper purpose, the corjporatstock ledger, a list of its stockholde
and its other books and records, and to make copiegtracts therefrom.

PREEMPTIVE RIGHTS

EMCO's articles of incorporation do not permit prgxive rights or similar rights to subscribe foyaadditional shares of stock, or for other
securities of any class, or for rights, warrantsptions to purchase stock.

Under the DGCL, the stockholders of Advanced Englgyot have preemptive rights unless specifiagdgnted in the certificate of
incorporation. The Advanced Energy certificaterafdrporation does not grant Advanced Energy stddiene preemptive rights.

WHERE YOU CAN FIND MORE INFORMATION

Advanced Energy has filed with the Securities ardhange Commission a Registration Statement on edunder the Securities Act of
1933, relating to the Advanced Energy common stodde issued in the merger. This proxy statememgfpectus is filed as part of the
registration statement. Other parts of the redistmestatement are omitted from this proxy statetipeospectus. Statements made in this p
statement/prospectus concerning the contents of@myact or other document are not necessarilypteter For a more complete description
of the document involved, you should read the erddscument, which has been filed as an exhibliéaegistration statement.
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Advanced Energy and EMCO are required by the Seesiftxchange Act of 1934 to file reports, proxgtsments and other information with
the SEC. You may read and copy these reports, mtatgments and other information at the SEC'sipuiflerence facilities:

WASHINGTON D.C. NEW YORK CHICAGO
Judiciary Plaza Seven World Trade Center C iticorp Center
450 Fifth Street, N.W. Suite 1300 5 00 West Madison Street
Room 1024 New York, NY 10048 S uite 1400
Washington, D.C. 20549 C hicago, 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
Advanced Energy's or EMCO's filings to you. In diba, Advanced Energy and EMCO's filed reports xgrstatements and other informat
are contained in the Internet web site maintainethb SEC. The address is http://www.sec.gov.

Advanced Energy's common stock is quoted on thel&épblational Market under the symbol "AEIS", aredSEC filings can also be read at
the following Nasdaq address:

Nasdaq Operatior
1735 K Street, N.W.
Washington, D.C. 20006

EMCO's common stock is quoted on the Nasdaq NdtMagket under the symbol "EMCO" and its SEC filingan also be read at that
address.

INCORPORATION BY REFERENCE

The SEC allows Advanced Energy and EMCO to incaf@by reference into this proxy statement/progeictformation they file with the
SEC. This means that Advanced Energy and EMCO isafode important information to you by referringuyto those documents, rather t
stating that information in this proxy statemeragpectus. The information incorporated by referés@®nsidered to be a part of this proxy
statement/prospectus, and later information thafileevith the SEC will automatically update andgpsusede this information. Advanced
Energy and EMCO incorporate by reference the doatsrlested below and any future filings made whb SEC under Sections

13(a), 13(c), 14 or 15(d) of the Exchange Act uthié merger is completed:

Advanced Energy:
- Quarterly Report on Form 10-Q for the quarterezshdune 30, 2000, filed August 4, 2000 (File Nd-Q6966).
- Quarterly Report on Form 10-Q for the quartereshiflarch 31, 2000 filed April 18, 2000 (File No.0326966)
- Annual Report on Form 10-K for the year endedddeiser 31, 1999, filed March 20, 2000 (File No. @B®66).
- Current Report on Form 8-K dated August 10, 20i68] August 14, 2000 (File No. 000-26966).

EMCO:

- Annual Report on Form 10-KSB for the year endgdil/80, 2000 filed July 27, 2000 (File No. 000-@a8.
- Current Report on Form 8-K dated July 6, 200@dfiJuly 21, 2000 (File No. 000-09880).
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You may request a copy of Advanced Energy filirg3i0 cost, by writing to Advanced Energy at thiofeing address:

Advanced Energy Industries, Inc. 1625 Sharp PoimteD
Fort Collins, Colorado 80525
Attention: Cathy Kawakami

or by calling its Investor Relations departmen{Sat0) 221-4670.
You may request a copy of EMCO's filings, at notcbg writing to EMCO at the following address:

Engineering Measurements Company 600 Diagonal Highw
Longmont, Colorado 80501
Attention: Investor Relations

or by calling its Investor Relations departmen{383) 651-0550 or its investor relations firm at @3 208-2550.
LEGAL MATTERS

The validity of the Advanced Energy common stockédssued in the merger and certain tax mattéatimg to the merger will be passed
upon for Advanced Energy by Thelen Reid & PriesP|_ISan Francisco, California.

EXPERTS

The financial statements and schedules of AdvakRredlgy incorporated by reference in this prospelctu® been audited by Arthur
Andersen LLP, independent public accountants, &f#ga in their reports as of and for the yeardeshDecember 31, 1999 and 1998. In the
report for the year ended December 31, 1997, ilmtdtates that with respect to certain subsidéaiteopinion is based on the reports of other
independent public accountants. The financial statés and supporting schedules referred to aboxe Iieen incorporated by reference
herein in reliance upon the authority of those §iras experts in giving said reports.

The financial statement and schedules of EMCO pmated by reference in this prospectus have bedited by Grant Thornton LLP
independent public accountants, as set forth iim thports as of and for the fiscal years ended!|A&;, 1999 and 2000. The financial
statements and supporting schedules referred wedim/e been incorporated by reference hereinrahaded in Appendix C in reliance up
the authority of that firm as experts in givingdsagports.
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APPENDIX A

MERGER AGREEMENT



AGREEMENT AND PLAN OF REORGANIZATION

AGREEMENT AND PLAN OF REORGANIZATION (this "Agreenm¢"), dated as of July 6, 2000, is made by and aydidVANCED
ENERGY INDUSTRIES, INC., a Delaware corporationdrént"), FLOW ACQUISITION CORPORATION, a Coloradorporation and a
wholly owned subsidiary of Parent ("Merger Subf)d&ENGINEERING MEASUREMENTS COMPANY, a Colorado poration (the
"Company").

RECITALS

A. The Boards of Directors of Parent and the Corgpgsath have determined that a business combinlgitveen Parent and the Company
would enable the companies to achieve short-tewn@rg-term strategic and financial benefits tolleaefit of their respective stockholders
and, accordingly, for that and other reasons thénbest interests of their respective stockholdessh of such Boards of Directors desires to
effect the Merger (as defined herein), on the teanm subject to the conditions set forth herein.

B. It is intended that the Merger qualify as a gamization within the meaning of Section 368 of liiternal Revenue Code of 1986, as
amended (the "Code"), for federal income tax puepos

C. Itis intended that the Merger be accountedoa pooling of interests for financial accountigposes.
D. Parent has incorporated and organized MergeisSigy to facilitate the Merger.

NOW, THEREFORE, in consideration of the mutual cwass and subject to the terms and conditionsostt herein, and for other good a
valuable consideration, the receipt and sufficieoicywhich are hereby acknowledged, the partiesthexgree as follows:

ARTICLE 1
DEFINITIONS

"Affiliate" means each "affiliate" as defined in RUL45 of the rules and regulations promulgateckutite Securities Act.
"Affiliate Letter" has the meaning set forth in séc8.
"Agreement" has the meaning set forth in the peefmove.
"Alternative Proposal" has the meaning set forthen. 6.1(b).
"APB No. 16" means the Accounting Principles Bo@muinion Number 16.
"Articles of Merger" has the meaning set forth ét.s2.3.
"CBCA" has the meaning set forth in sec. 2.1.
"CERCLA" means the Comprehensive Environmental Besp, Compensation and Liability Act of 1980, asaded.
"Certificate" has the meaning set forth in sec(8.2
"Closing" has the meaning set forth in sec. 2.2.
"Closing Date" has the meaning set forth in sez. 2.
"Code" has the meaning set forth in the recitatssab
"Commission" means the Securities and Exchange Gssion of the United States of America.
"Company" has the meaning set forth in the prefdmsve.
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"Company Benefit Plans" means all employee bepédits as defined in

Section 3.3 of ERISA and any other plan, contragigram, policy or benefit arrangements coveringlegrees or former employees of the
Company and all employee agreements providing cosgi®n, severance or other benefits to any employdormer employee of the
Company.

"Company Board" means the Board of Directors ofGloenpany.

"Company Common Stock" means the common stockeo€thmpany.

"Company Contract" has the meaning set forth in 4€®.

"Company Disclosure Schedule" means the disclosthiedule delivered by the Company at or prior éoetkecution hereof to Parent.

"Company Material Adverse Effect" means a matexiblerse effect on or change in the business, petsspesults of operations or financial
condition of the Company and its Subsidiaries, tede a whole.

"Company Option Plans" has the meaning set fordem 3.2(d)(i).

"Company Options" has the meaning set forth in 3e&{d)(i).

"Company Personnel" has the meaning set forthdn&&0(a).

"Company Real Properties" means all real property ewned, leased or occupied by the Company oPaegiecessor.
"Company Reports" has the meaning set forth in&&¢a).

"Confidentiality Agreement" has the meaning settfan sec. 8.5(c).

"Copyrights" means any and all of Company's copysgcopyrightable works, semiconductor topogragng mask work interests, including,
without limitation, all rights of authorship, ugayblication, reproduction, distribution, performantransformation, moral rights and
ownership of copyrightable works, semiconductoogmaphy works and mask works, and all rights tastegand obtain renewals and
extensions of registrations, together with all ofihéerests accruing by reason of internationalycigit, semiconductor topography and mask
work conventions.

"Current Policy" has the meaning provided in set4).

"Effective Date" means the date upon which thise&gnent has been executed by each of the parties.
"Effective Time" has the meaning set forth in s28.

"Enforceability Exceptions" has the meaning sethfam sec. 4.3(c).

"Environmental Requirements" means any applicades) regulations, ordinances or other provisiongrigethe force or effect of law, or any
judicial, governmental, or administrative ordeeqquests, or determinations, or any common law rements relating to the protection
human health or the environment (both natural aokplace), including without limitation any Envirorental Requirements concerning (A)
the use, generation, treatment, storage, trangjportdandling or disposal of Hazardous Materié#,the control of soil, surface or
groundwater pollution products, (C) air quality adission standards, or (D) health, safety andrdaaammunication matters. Environmel
Requirements include, without limitation, CERCLAgtResource Conservation and Recovery Act, therdaaa Materials Transportation
Act, the Clean Water Act, the Toxic Substances fabrict, the Clean Air Act, SWDA, the Atomic Enerdct, the Federal Food Drug and
Cosmetic Act, and equivalent state and local omtira and statutes and ordinances in countries ththerthe United States of America.

"ERISA" means the Employee Retirement Income Stcct of 1974, as amended.
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"ERISA Affiliate" means any business or entity whis a member of the same "controlled group of aations,” under "common control” or
an "affiliated service group" with an entity withihe meanings of Sections

414(b), (c) or (m) of the Code, or required to bgragated with the entity under Section 414(ohef€ode, or is under "common control"
with the entity, within the meaning of Section 4(#){14) of ERISA, or any regulations promulgategaposed under any of the foregoing
Sections.

"Exchange Act" means the Securities Exchange A&B8#, as amended.
"Exchange Agent" has the meaning set forth in 38{a).
"Exchange Fund" has the meaning set forth in s&¢ap

"Exchange Ratio" means the number determined hkdidiy (i) 900,000 by
(i) the total number as of the Effective Time 8§ (utstanding shares of Company Common Stock (@Byshares underlying outstanding
Company Options.

"Future Benefit Plans" has the meaning set fortsein. 6.10(b).
"GAAP" means United States generally accepted adamyiprinciples, consistently applied.

"Hazardous Materials" means any toxic, injurioushazardous materials, substances or wastes, tolitgnts or contaminants, including
petroleum products, crude oil or any pseducts or derivatives thereof as any of the foregterms are defined in federal, state and |zcas
applicable to the Company or Parent, as the cagebmaut does not include commercially availalffece cleaning or janitorial supplies.

"Intellectual Property" means any and all of thibofeing of the Company and the Company Subsidia@®atents; (i) Trademarks; (iii)
Copyrights; and (iv) any and all technology, ideagentions, designs, proprietary information, ublgshed research and development
information, manufacturing and operating informatiknow-how, formulae, trade secrets and techniatd, computer programs, and all
hardware, software and processes.

"IRS" means the federal Internal Revenue Service.
"ISOs" has the meaning set forth in sec. 3.2(Ql)(iii

"Issued Patents" means any and all issued patergsue or reexamination patents, revivals of patenility models, certificates of invention,
registrations of patents, or extensions theregfnmaess of country or formal name.

"Last Report Date" means April 30, 2000.

"Letter of Transmittal" has the meaning set fortlséc. 3.3(c).
"Merger" has the meaning set forth in sec. 2.1.

"Merger Certificates" has the meaning set forthen. 3.3(a).
"Merger Sub" has the meaning set forth in the meefbove.
"Parent" has the meaning set forth in the prefacwe.

"Parent Board" means the Board of Directors of Rare
"Parent Common Stock" means the common stock oP#rent.

"Parent Material Adverse Effect" means a mateudakase effect on or change in the business, préspesults of operations or financial
condition of Parent and its Subsidiaries, takea a$ole.

"Parent Option Plans" has the meaning set forem 3.2(d)(iv).
"Parent Options" means all options to acquire RaZemmon Stock granted by Parent.
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"Parent Preferred Stock" means the 1,000,000 aa#tshares of Parent preferred stock.
"Parent Reports" has the meaning set forth inséc.
"Parent Share" means any share of the voting constomk of Advanced Energy Industries, Inc.

"Patent Applications" means any and all patenttsigincluding, without limitation, all United Statend foreign utility and design patents,
all published or unpublished nonprovisional andvgional patent applications, including, withouhitation, any and all applications of
additions, divisionals, continuations, continuasian-part, reexaminations, substitutions, extensioanewals, utility models, certificates of
invention or reissues thereof or therefor, invamtisclosures and records of invention for abandgetent applications

"Patents" means the Patent Applications and theetb®atents.

"Permits" means all valid and current permits,riges, orders, authorizations, registrations, agsmand other analogous instruments.
"Person” includes both natural persons and entities

"Post Closing Dividends" has the meaning set fortbec. 3.3(f).

"Predecessor" means any Person that owns or haswxed, leased or occupied the Company Real Rieper

"Proxy Statement/Prospectus” has the meaning pedvitd sec. 6.7(a).

"Qualified Plan" means each Company Benefit Plan idintended to be a "qualified plan” within theaning of Section 401(a) of the Code,
and either

(i) the IRS has issued a favorable determinatitieri¢éhat has not been revoked, or (ii) an appbecafor a favorable determination letter was
timely submitted to the IRS for which no final actihas been taken by the IRS as of the Closing. Date

"Registration Statement" has the meaning set fartiec. 6.7(a).
"Securities Act" means the Securities Act of 1983amended.

"Significant Subsidiaries" of a party means Sulzsids of such party which constitute "significanbsidiaries" under Rule 405 promulgated
by the Commission under the Securities Act.

"Specified Post-Closing Dividends" has the meamsiegforth in sec. 3.3(f).
"Stock Purchase Plan" has the meaning set forgledn 3.2(d)(iv).
"Stockholders Meeting" means a meeting of the hsldé Company Common Stock.

"Subsidiary" of a party means any corporation tieeobrganization, whether incorporated or unincoafesl, of which such party directly or
indirectly owns or controls at least a majoritytloé securities or other interests having by thegims ordinary voting power to elect a majority
of the board of directors or others performing famiunctions with respect to such corporation threo organization, or any organization of
which such party is a general partner.

"Substituted Options" has the meaning set fortbeinr 3.2(d)(i).
"Surviving Corporation” has the meaning set fortlséc. 2.1.
"SWDA" means the Solid Waste Disposal Act, as arednd
"Termination Fee" has the meaning set forth in 8ex(a).

"Trademarks" means any and all of Company's tradesneegistered trademarks, applications for regfisin of trademark, service marks,
registered service marks, applications for redistneof service marks, trade names, registerectraunes, and applications for registrations
of trade names.

"Transaction" has the meaning provided in secb§.1(



ARTICLE 2
THE MERGER

2.1 The Basic Transaction. On the terms and sutypetbie conditions of this Agreement, at the EffexiTime, Merger Sub shall be merged
with and into the Company in accordance with thiggement, and the separate corporate existencefdviSub shall thereupon cease (the
"Merger"). The Company shall be the surviving caogtion in the Merger (sometimes hereinafter reféteeas the "Surviving Corporation™),
and shall become a wholly owned subsidiary of Rafére Merger shall have the effects specifiechn€olorado Business Corporation Act
(the "CBCA").

2.2 The Closing. Subject to the terms and conditwithis Agreement, the closing of the Merger (Bsing") shall take place (a) at the
offices of the Company at 10:00 a.m., local timetlee first business day immediately following ttey on which the last to be fulfilled or
waived of the conditions set forth in Article 7 Bt completely fulfilled or waived in accordanicerewith, or (b) at such other time, date or
place as Parent and the Company may agree. Thematbich the Closing occurs is hereinafter reféteas the "Closing Date."

2.3 Effective Time. On the Closing Date, Articldaverger meeting the requirements of Section 7-10%-of the CBCA in the form of
Exhibit 2.3 (the "Articles of Merger") shall be ex#ed and filed in the office of the Colorado Séamg of State, in accordance with the
CBCA. The Merger shall become effective at (a)ttime of filing of the Articles of Merger with thedlbrado Secretary of State or (b) such
later time as agreed by the parties hereto andlg®d in the Articles of Merger as the effectimaet of the Merger (the "Effective Time").

2.4 Articles of Incorporation and By-laws. The Aléis of Incorporation and By-laws of Merger Suleffect immediately prior to the
Effective Time shall be the Articles of Incorpomatiand By-laws of the Surviving Corporation, udtily amended in accordance with
applicable law.

2.5 Directors and Officers of the Surviving Corgara. The directors and officers of Merger Sub indmagely prior to the Effective Time sh
be the directors and officers of the Surviving Gugtion until their successors are duly appointedlected in accordance with applicable |

ARTICLE 3
CONVERSION AND EXCHANGE OF SECURITIES

3.1 Merger Sub Stock. At the Effective Time, eaalrs of common stock of Merger Sub outstanding idiately prior to the Effective Time
shall be converted into and exchanged for one lyabdued, fully paid and non-assessable sharemhwon stock of the Surviving
Corporation.

3.2 Company Stock; Options.

(a) Exchange Ratio. At the Effective Time, eachrsltd Company Common Stock that is issued and andgtg immediately prior to the
Effective Time shall, by virtue of the Merger andhwut any action on the part of the holder theréefconverted into the right to receive a
number of shares of Parent Common Stock equakt&fichange Ratio.

(b) Cancellation of Company Common Stock. At thie&fve Time, as a result of the Merger and withany action on the part of the holders
thereof, all shares of Company Common Stock outistgrat the Effective Time shall cease to be ontitag, shall be canceled and retired
and shall cease to exist, and each holder of slva@empany Common Stock shall thereafter ceas@ave any rights with respect to such
shares of Company Common Stock, except the riglgdeive upon the surrender of a certificate regréisg such shares of Company
Common Stock (a "Certificate") (i) the number ofsts of Parent Common Stock determined in accoedaith this Section 3.2, and (ii)
cash, without interest, payable (A) in lieu of dractional shares of Parent Common Stock, in a@wd with Section 3.3(b), and (B) as
Specified Post-Closing Dividends, in accordancéni¢ction 3.3(f).
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(c) Treasury Shares and Shares Held by Subsididieke Effective Time, as a result of the Mergad without any action on the part of
Parent, Merger Sub or the Company, any and aleshafrCompany Common Stock issued and held in dmpany's treasury shall cease to
be outstanding, shall be canceled and retired withayment of any consideration therefor and stedke to exist.

(d) Options.

(i) At the Effective Time, as a result of the Mergmd without any action on the part of holder ¢toér each option to purchase Company
Common Stock granted by the Company (collectivEdgmpany Options") under one of its stock optioangl (collectively, "Company
Option Plans") that remains outstanding and unésedcas of the Effective Time, whether or not vésteexercisable, shall be assumed by
Parent and shall be converted into an option tehase Parent Common Stock (collectively, "Substit@ptions").

(i) Subject to subsection 3.2(d)(iii) below, (A)e number of shares of Parent Common Stock undgrlyiSubstituted Option shall be equ:
the number of shares of Company Common Stock wyidgrthe subject Company Option multiplied by theeEkange Ratio and rounded to
the nearest whole number, (B) the exercise priceipgre of a Substituted Option shall be adjustedqgrtionately such that the aggregate
exercise price under the Substituted Options shaihin substantially unchanged, and (C) each SutestiOption shall be exercisable on the
same terms and subject to the same conditionsdalsdemn applicable to the related Company Optiocejgixto the extent the number of shares
and exercise price per share have been adjustedgnirto (A) and (B), respectively, of this subimers.2(d)(ii).

(iii) It is the intention of the parties that ConmyaOptions that qualified as incentive stock opsiowithin the meaning of Section 422 of the
Code ("ISOs"), immediately prior to the Effectivanie, be converted, when assumed by Parent, intstlutied Options that qualify as ISOs
immediately following the Effective Time, to thetert permitted by

Section 422 of the Code and applicable terms o€Citiapany Option Plans. In furtherance of such timenthe formulae, terms and
conditions set forth in subsection 3.2(d)(ii) abovay be applied to, or modified for, such SubstiluDptions as deemed reasonably nece
by Parent, so long as any such application or nuadibn does not materially reduce the benefihef Substituted Option to the holder ther

(iv) The Company's Employee Stock Purchase Plan"@hock Purchase Plan") shall be terminated poidine Closing. All funds invested in
the Stock Purchase Plan but not used by emplogemsrthase stock thereunder prior to the EffecTivee shall be transferred or otherwise
credited to employees of the Company such thdgviihg the Effective Time, each such employee shalle purchase rights under Parent's
stock purchase plans substantially similar to thegsting under the Stock Purchase Plan immedigtédy to the Effective Time.

(v) On or prior to the Effective Time, Parent sHadl with the Commission a Registration Statemmmform S-3 or Form S-8, as determined
by Parent in its sole discretion, relating to tsuance of the Parent Common Stock underlying tihstButed Options or shall cause such
Parent Common Stock to be included in an effed®@ggistration Statement on Form S-8 relating toammore of Parent's stock option plans
(collectively, "Parent Option Plans"). So long ay &ubstituted Options remain outstanding, Pareail sse its reasonable best efforts to
maintain the effectiveness of any Registrationedtgint(s) related to the Substituted Options (andaimtain the current status of the
prospectus or prospectuses related thereto). ptior to the Effective Time, Parent shall takecaltporate action necessary to reserve for
issuance a sufficient number of shares of Parentr@an Stock for delivery upon exercise of the Substd Options. To the extent required
by the relevant market or exchange, Parent sisalbtiqualify all such shares for trading on thiagipal market or exchange on which Parent
Common Stock is traded from time to time.

3.3 Exchange of Certificates Representing Companyi@on Stock.

(a) As of the Effective Time, Parent shall depasitshall cause to be deposited, with an exchaggetaeasonably acceptable to the Com;
(the "Exchange Agent"), for the benefit of the reoklof
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Company Common Stock, for exchange in accordantethis Article 3, (i) certificates representingtbhares of Parent Common Stock ti
issued in connection with the Merger ("Merger Grdites"), and (i) Parent's good faith estimat¢hef cash in lieu of fractional shares
expected to be payable in connection with the Mergech cash and Merger Certificates are refemdgbtein as the "Exchange Fund."

(b) No fractional shares of Parent Common StocK 8leaissued pursuant hereto. In lieu of the isseasf any fractional share of Parent
Common Stock, cash will be paid in respect of aagtional share of Parent Common Stock that wothliérwvise be issuable, and the amount
of such cash shall be equal to such fractional gntagn of the closing price of one share of Pa@atnmon Stock as reported in The Wall
Street Journal, Eastern Edition, as of the lastpiay to the Effective Time on which trading isnctucted on the Nasdaq National Market. No
interest will be paid or accrued on the cash paytbholders of shares of Company Common Stock.

(c) Promptly after the Effective Time, Parent sltallise the Exchange Agent to mail to each holdezaafrd of Company Common Stock (i
letter of transmittal, in a typical form and havisigch provisions as Parent may reasonably spétiégtér of Transmittal"), which shall advi
the holder that delivery of Merger Certificateslsha effected, and risk of loss to such holdenares of Company Common Stock shall pass,
only upon delivery of the Certificates representiugh shares to the Exchange Agent, and (i) instnus for use in effecting the surrender of
such Certificates in exchange for Merger Certifisaind cash in lieu of fractional shares from tkehBnge Fund.

(d) Upon surrender of a Certificate to the Exchaagent for cancellation, together with a duly exiecuand properly completed Letter of
Transmittal, (i) the holder of the shares of Comp@ommon Stock represented by such Certificatd beagntitled to receive in exchange
therefor from the Exchange Fund (A) a Merger Ciegtt representing that number of whole sharesacdi® Common Stock determined by
multiplying the number of shares of Company Com8tack represented by the Certificate by the Exchd®atio, and (B) a check
representing (1) the amount of cash in lieu oftfoa@l shares of Parent Common Stock, if any, detezd pursuant to paragraph (b) of this
Section 3.3, and (2) any Specified Post-Closingd®@inds, in each case less any applicable tax widitty and (ii) the Company Common
Stock represented by the surrendered Certificath ttereupon be canceled.

(e) In the event of a transfer of ownership of CampCommon Stock which is not registered in thedfer records of the Company, a Mel
Certificate representing the proper number of shafé®arent Common Stock, together with a checkhfercash to be paid in lieu of fractiol
shares, if any, may be issued to such transfersaalf Company Common Stock, if the Certificate @spnting such Company Common St
is presented to the Exchange Agent, accompaniedl bpcuments, in form and substance reasonabibfaetory to Parent and the Exchange
Agent, required to evidence and effect such trarsff€ompany Common Stock and to evidence thatsgpjicable stock transfer taxes have
been paid. There shall be no transfers on thefearecords of the Company, at or after the Effecfiime, of shares of Company Common
Stock which were outstanding immediately priortiie Effective Time.

(f) Notwithstanding any other provisions of thisr&gment, no dividends or other distributions dedaafter the Effective Time on Parent
Common Stock ("Post-Closing Dividends") shall balpeith respect to any shares of Company CommonkStepresented by a Certificate
until such Certificate is surrendered for exchaag@rovided herein. Subject to the effect of ajgjplie laws, following surrender of any such
Certificate, there shall be paid to the holderhef tertificates representing whole shares of P&entmon Stock issued in exchange therefor,
without interest, (i) at the time of such surrendlee amount of Post-Closing Dividends with a reladate after the Effective Time theretofore
payable with respect to such whole shares of P&emtmon Stock and not paid, less the amount ofsthholding taxes which may be
required thereon ("Specified Post-Closing Dividefdand (ii) at the appropriate payment date, tim@ant of Post-Closing Dividends with a
record date after the Effective Time but prior torender and a payment date subsequent to surrpagable with respect to such whole
shares of Parent Common Stock, less the amoumiyofveihholding taxes which may be required thereon.
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(9) Certificates surrendered for exchange by arfilidte of the Company shall not be exchanged upditent has received a written agreer
from such person as provided in Section 6.8.

(h) None of Parent, the Company, the Surviving Gaapon, the Exchange Agent or any other persol lshdiable to any former stockholder
of the Company for any amount properly delivered fuublic official pursuant to applicable abandopeaperty, escheat or similar laws.

3.4 Lost Certificates. In the event any Certificsiball have been lost, stolen or destroyed, upemtaking and delivery of an affidavit (in

form and substance satisfactory to the Survivingg@ration) of that fact by the person claiming s@ahtificate to be lost, stolen or destroyed
and, if required by the Surviving Corporation, gasting by such person of a bond in such reasoreahtint as the Surviving Corporation
may direct as indemnity against any claim that iaynade against it with respect to such Certifidhie Exchange Agent will issue in
exchange for such lost, stolen or destroyed Ceatii the shares of Parent Common Stock and casierddlle in respect thereof pursuant to
this Agreement.

3.5 Adjustment of Exchange Ratio. In the event,thalbsequent to the date of this Agreement but prithe Effective Time, the outstanding
shares of Parent Common Stock shall have been etantp a different number of shares or a diffe@ass as a result of a stock split,
reverse stock split, stock dividend, subdivisiaglassification, combination, exchange, recapdilin or other similar transaction, the
Exchange Ratio shall be appropriately adjusted.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as set forth in the Company Disclosure Sdleethe Company makes the following representatand warranties to Parent and
Merger Sub, as of the date of this Agreement.

4.1 Organization and Standing.

(a) The Company (i) is a corporation duly organjaedidly existing and in good standing under te4 of its jurisdiction of incorporation,

(i) has all requisite corporate power and autlydtown, operate and lease its properties ang carits business as now conducted, and (iii)
is duly qualified to do business and is in gooadiag as a foreign corporation in each jurisdiciiomvhich the failure to so qualify, or be in
good standing, would have a Company Material Advé&ifect.

(b) The Company does not have any Subsidiariesexugpt as set forth in the Company Disclosure @diee does not own any equity
securities or securities convertible into or exdeable or exercisable for equity securities of aiimer company.

(c) The Company has not (i) filed or had filed aghit a petition in bankruptcy or a petition tk@ézaadvantage of any other insolvency act, (ii)
admitted in writing its inability to pay its delgenerally, (iii) made an assignment for the berddfitreditors, (iv) consented to the
appointment of a receiver for itself or any substdmpart of its property, or (v) generally comreittany act of insolvency (including the
failure to pay obligations as they become due)amkbuptcy.

4.2 Capitalization.

(a) The authorized capital stock of the Companysisis of 15,000,000 shares of Company Common S#sckf April 30, 2000, there were
4,125,259 shares of Company Common Stock issueduaisthnding. From such date to the date of thi®é&gent, no additional shares of

capital stock of the Company have been issued péxeasuant to the exercise of Company OptionsofA&pril 30, 2000, Company Options
to acquire 338,038 shares of Company Common Steck autstanding. From such date to the date ofithieement, no additional Compe
Options have been granted.

(b) All of the issued and outstanding shares of Gamy Common Stock have been duly authorized andlydsued and are fully paid, non-
assessable and free of preemptive or similar rightiser than Company Options, there are no exigtimjoutstanding warrants, rights,
options, subscriptions, convertible
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securities or other agreements or commitments wldtigate the Company to issue, transfer or sefllsirares of capital stock of the
Company.

(c) The Company does not have any outstanding halatieentures, notes or other obligations pursuwawhich the holders thereof have the
right to vote (or which are convertible into or exisable for securities having the right to votéfhvihe stockholders of the Company on any
matter.

4.3 Authorization; Enforceability; No Violation.
(a) The Company has full corporate power and aitthtar execute and deliver this Agreement and tdgom its obligations hereunder.

(b) Subject only to the approval of this Agreemamd the transactions contemplated hereby by tloitsddders of the Company in accorda
with the CBCA, all corporate action necessary anghrt of the Company for the execution, delivergt performance of this Agreement has
been duly taken.

(c) This Agreement constitutes (assuming this Agrext is a valid and legally binding obligation @frEnt and Merger Sub) a valid and
legally binding obligation of the Company, enforoleain accordance with its terms, subject to apblie bankruptcy, insolvency, moratorium
or other similar laws relating to creditors' rightsd general principles of equity and public poliopnsiderations (the "Enforceability
Exceptions").

(d) The execution, delivery and performance of gseement will not result in any conflict with,dach or violation of or default (or an ev
which, with notice or lapse of time or both, woglohstitute a default), termination or forfeitureden (i) any terms or provisions of the
Articles of Incorporation or the Bylaws of the Coamy, (ii) any statute, rule, regulation, judicigbvernmental, regulatory or administrative
decree, order or judgment applicable to the Compangiii) any agreement, lease, license, permittber instrument to which the Compan
a party or to which any of its assets are subgatept where any such breach, violation, defagiinination or forfeiture would not have or
result in a Company Material Adverse Effect.

(e) There is no action, suit, proceeding or ingggton pending or, to the knowledge of the Comp#mgatened against the Company that
guestions the validity of this Agreement or théntigf the Company to enter into this Agreemenbordnsummate the transactions
contemplated hereby.

4.4 No Consents. Except as set forth in the Compasglosure Schedule, no consent, approval, awthtion, order, registration, qualificati
or filing of or with any court or any regulatorytaority or any other governmental or administratigly is required on the Company's part
for the consummation by it of the transactions eomnilated by this Agreement, except

(i) notices and filings required in order to complith the Securities Act, the Exchange Act, andesscurities or "blue sky" laws, and (ii) the
filing of the Articles of Merger with the Colorad®ecretary of State.

4.5 Compliance with Laws. Except where the failiereao comply would not have a Company Material AdeeEffect, the Company (i) has
valid and current Permits, and each Permit is lifduce and effect, and (ii) has made all filingsd registrations and the like, necessary or
required by law to conduct its business as culyartthducted. The Company has not received any govemtal notice of any violation by it

of any laws, rules, regulation or orders applicdblés business. Except where the failure to cgrmgluld not have a Company Material
Adverse Effect, (a) the Company is not in defanlier any Permits and is in compliance with the samnd (b) the business and operations of
the Company are in compliance with all applicalblesign, federal, state, local and county laws,madtes, regulations, judgments, orders,
decrees or rules of any court, arbitrator or gowemtal, regulatory or administrative agency ortgnti

4.6 Company Reports.

(a) The Company has filed all reports, forms, regigons, schedules, statements and other documemiged to be filed by it with the
Commission since April 30, 1996 (the "Company R&gdrAs of their respective dates, the CompanydRspcomplied as to form in all
material respects with the
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requirements of the Securities Act or the Exchahge as the case may be, and the applicable rul@segulations promulgated thereunder.
Except to the extent that information containedriy Company Report has been amended, revised erssgled by a Company Report
subsequently filed and publicly available priothe date of this Agreement, none of the CompanyRspwhen filed, contained any untrue
statement of a material fact or omitted to stateraaterial fact required to be stated therein @essary to make the statements therein, in
light of the circumstances under which they wer@epaot misleading.

(b) Each of the balance sheets of the Companydedin or incorporated by reference into the ComR@ports (including the related notes
and schedules) fairly presents in all material eespthe financial position of the Company as®#tldte, and each of the statements of inci
retained earnings and cash flows of the Compariyded in or incorporated by reference into the CanypReports (including any related
notes and schedules) fairly presents in all mdter&pects the results of operations and cash fdwise Company for the periods set forth
therein (subject, in the case of unaudited statésnemnormal year-end audit adjustments which dowit be material in amount or effect), in
each case in accordance with GAAP, except as mapteel therein and subject to the fact that unaddihancial statements do not contain
full notes thereto. The Company has no liabilibe®bligations required to be disclosed in a batagtweet or the notes thereto prepared in
accordance with GAAP, except (i) liabilities or igfaitions reflected on, or reserved against in,larfe@ sheet of the Company or in the notes
thereto, and included in the Company Reportslidijilities or obligations incurred since the L&stport Date in the ordinary course of
business, consistent with past practices, orli@ibilities disclosed in a Company Report.

4.7 Absence of Litigation, Orders, Judgments.

(a) There are no actions, suits or proceedingsipgrat, to the knowledge of the Company, threatembith involve transactions of or
otherwise relate to the Company or any of its kessies or properties, at law or in equity, or befang arbitrator of any kind, or before or by
any federal, state, municipal or other governme¢@lartment, commission, board, bureau, agencther mstrumentality, domestic or
foreign, that are reasonably likely to have a Comyddaterial Adverse Effect.

(b) There are no outstanding orders, writs, injiomst, decrees, judgments, awards, determinatiodgections, which involve transactions of
or otherwise relate to the Company or any of itsitiesses or properties, of any court or arbitratamder any outstanding order, regulatio
demand of any federal, state, municipal or otheegamental instrumentality, domestic or foreigratthre reasonably likely to have a
Company Material Adverse Effect.

4.8 Absence of Certain Changes. Since the LastiiRBade, the Company has conducted its businegsiomihe ordinary course of such
business, and there has not been (i) any CompamgrislicAdverse Effect or any event which is reaspnéikely to result in a Company
Material Adverse Effect; (ii) any declaration, ssftaside or payment of any dividend or other hstion with respect to its capital stock; or
(iii) any material change in its accounting prirleg practices or methods.

4.9 Taxes. The Company (i) has timely filed all enatl federal, state and foreign tax returns remflio be filed by it for tax years ended prior
to the date of this Agreement or requests for esiters have been timely filed and any such request kave been granted and not expired,
and all such returns are complete in all matedspects, (ii) has paid or accrued all taxes shovbetdue and payable on such returns anc
has properly accrued all such taxes for such pegothsequent to the periods covered by such returns

4.10 Contracts. Each (a) agreement, contract amanéiment, whether written or oral, to which the Gmany is a party or by which it is bou
and which is filed as an exhibit to or described iBompany Report and (b) material agreement, acinéand commitment entered into by the
Company, or by which it became bound, after the Report Date (collectively, "Company Contract$s)a valid and legally binding
obligation of the Company and, to the knowledgéhefCompany, the other parties thereto, enforcesddénst the Company and, to the
knowledge of the Company, the other parties thereto
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in accordance with its terms, subject to the Erdahbility Exceptions. The Company is not, and tokihewledge of the Company no other
party to any Company Contract is, in material difdnereof. The Company has not, and to the knogéeaf the Company no other party to
any Company Contract has, performed any act ortedhib perform any act which act or omission, wiith giving of notice or passage of ti
or otherwise, will become a material default thewser.

4.11 Intellectual Property.

(a) The Company owns or has the right to use &llettual Property used in the operation of itsibaess as presently conducted, without any
interference or conflict with or misappropriationinfringement of the Intellectual Property riglofsothers, other than any interference,
conflict, misappropriation or infringement whichrist reasonably likely to result in (i) a materdalerse effect on the Company's ability to
manufacture or sell any of its material productamy material line of products or otherwise to @peiits business, (ii) a material liability of
the Company, or (iii) material redesign or otherrective costs to the Company. The Company hasite@mmercially reasonable action to
maintain and protect its rights in the materiaéligtctual Property that it owns or uses. Each nedtiéem of Intellectual Property owned or
used by the Company immediately prior to the EffecTime hereunder will be owned or available fee by the Surviving Corporation on
substantially identical terms and conditions imnaggly subsequent to the Effective Time.

(b) Section 4.11 of the Company Disclosure Schesleig forth all Patents, registered Copyrightsisteged Trademarks, joint development
agreements, licenses and agreements relatingetitettial Property owned or used by the Comparhyefdhan agreements or licenses for
readily available "off-the- shelf" software) thaguire a consent or waiver to consummate the tctinsa contemplated by this Agreement.

(c) To its knowledge, the Company has not, withia past four years, interfered with, infringed upmisappropriated, or otherwise come i
conflict with any Intellectual Property rights dfhers other than any interference, infringemensamppropriation or conflict which did not and
is not reasonably likely to result in (i) a matéedverse effect on the Company's ability to maciwfie or sell any of its material products or
any material line of products or otherwise to ofeeits business, (ii) a material liability of th@@pany, or (iii) material redesign or other
corrective costs to the Company. The Company haeexeived, and has no knowledge of, any chargaeptaint, claim, demand or notice
alleging any such interference, infringement, mpgapriation, or conflict (including, without limiteon, any claim that the Company must
license or refrain from using any Intellectual Redp rights of any other person), or that the Comyfsuse of the Intellectual Property
constitutes unfair competition.

(d) To the knowledge of the Company, no fraud arapresentation has been made by the Company @f ésyofficers, directors or
employees or the relevant inventors during thegmason of any of the Patents of the Company, agrdny fraud or misrepresentation been
included in any documentation for or other disctesio any governmental agency of the IntellectuapBrty of the Company.

4.12 Employee Benefit Plans.

(a) The Company does not maintain or contributerteave any actual or, to its knowledge, potefiadility with respect to any (i) deferred
compensation or bonus or retirement plans or aenaeqts, (ii) qualified or nonqualified defined cdlmtition or defined benefit plans or
arrangements which are employee pension benefisifls defined in Section 3(2) of ERISA), or

(iii) employee welfare benefit plans, (as defined®ection 3(1) of ERISA), stock option or stockghase plans, or material fringe benefit
plans or programs whether in writing or oral ancetiler or not terminated. The Company has neveribattd to any multiemployer pension
plan (as defined in Section 3(37) of ERISA) or basr maintained or contributed to any defined biepédn (as defined in Section 3(35) of
ERISA). The Company does not maintain or contritateny Company Benefit Plan which provides healtitident or life insurance benefits
to former employees, their spouses or dependethis; than in accordance with Section 4980B of tbdeC
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(b) With respect to each Company Benefit Plan iattended to be a "qualified plan" within the mies of Section 401(a) of the Code,
either (i) the IRS has issued a favorable detertiindetter that has not been revoked, or (ii) pplaation for a favorable determination letter
was timely submitted to the IRS for which no fiaation has been taken by the IRS. To the knowleddgiee Company, there is no reason that
is not susceptible to cure why the qualified statnder Section 401(a) of the Code of any CompameBePlan would be denied or revoked,
whether retroactively or prospectively.

(c) To the knowledge of the Company, no CompanyefieRlan, any fiduciary thereof, nor the Compaiag incurred any liability or penalty
under Section 4975 of the Code or Section 502(BRISA. Except as would not have a Company Matéiblerse Effect, each Company
Benefit Plan has been maintained and administeratl material respects in compliance with its tereind with ERISA and the Code, to the
extent applicable thereto.

(d) To the knowledge of the Company, neither thenBany nor any ERISA Affiliate (during the perioditdf affiliated status) has any existi
liability currently due and payable that has natrbsatisfied in full under Title IV of ERISA or S@m 412 of the Code. To the knowledge of
the Company, there are no current plans to termjinatether voluntarily or involuntarily, any matdly underfunded pension plan of the
Company or any ERISA Affiliate that is subject tld IV of ERISA.

(e) To the knowledge of the Company, there is mujpegy or anticipated claim, suit, action or otliggation against or otherwise involving
any of the Company Benefit Plans (excluding clafardbenefits incurred in the ordinary course of @mmpany Benefit Plan activities) exc
those which would either have no Company MaterdVekse Effect or those which have been releasethisiied, settled or otherwise
satisfied, each of which is set forth in Sectiot?4e) of the Company Disclosure Schedule.

(f) Al material contributions required to be maae of the date hereof to the Company Benefit PFlane been made or provided for.

(9) Except as set forth in Schedule 4.12 of the @amy Disclosure Schedule, the execution of, anfbpaance of the transactions
contemplated by, this Agreement will not (eitheared or upon the occurrence of any additional ossgbent events) constitute an event u
any benefit plan, policy, arrangement or agreereany trust or loan that will or is reasonablyelikto result in any payment (whether of
severance pay or otherwise), acceleration, forgissof indebtedness, vesting, distribution, ineéadenefits or obligation to fund benefits
with respect to any employee of the Company.

(h) The Company has not entered into any severagi@ements or adopted any severance policies apf@ito the Company or its employ:
which would have a Company Material Adverse Effacivhich have not either been satisfied or proviftedand each such severance
agreement and policy is set forth on

Section 4.12(h) of the Company Disclosure Schedule.

4.13 No Brokers. The Company has not entered impccantract, arrangement or understanding withgargon or firm which will or is
reasonably likely to result in the obligation cét@ompany, Parent or Merger Sub to pay any finfiee's, brokerage or agent's commissions
or other like payments in connection with the négimins leading to this Agreement or the consumomadif the transactions contemplated
hereby, except that the Company has retained ®uniahcial, Inc. to render a fairness opinion, ttrarrgements with which have been
disclosed in writing to Parent prior to the datedloé Other than the foregoing arrangements, thegamy is not aware of any claim for
payment of any finder's fees, brokerage or ageatigmissions or other like payments in connectiath wie negotiations leading to this
Agreement or the consummation of the transactionseenplated hereby.

4.14 Opinion of Financial Advisor. The Company heseived the opinion of Quist Financial, Inc. sabslly to the effect that, as of the d
hereof, the Exchange Ratio is fair to the holdéiSG@mpany Common Stock from a financial point cdwi

4.15 Parent Stock Ownership. The Company doeswotamy shares of Parent Common Stock or other giesuconvertible into Parent
Common Stock.
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4.16 Pooling of Interests; Tax Reorganization. i@ knowledge of the Company, having sought andrdxdahe advice of its accounting
advisors, the Company has not taken (or as ofdke libreof failed to take) any action which woulevent the accounting for the Merger as a
pooling of interests in accordance with APB No. th& interpretative releases issued pursuant theaetl the pronouncements of the
Commission. To the knowledge of the Company, them@any has not taken or failed to take any actioitkvivould prevent the Merger from
constituting a reorganization within the meaningettion 368 of the Code.

4.17 Environmental Matters.

(a) There has not been any violation of any Envitental Requirements by the Company or, to the kedgé of the Company, any Company
Predecessor, nor to the knowledge of the Compasyhegie been any third party claim or demand baped any Environmental
Requirements against the Company or any CompardeBessor, other than violations, claims or demé#matshave not resulted, and are not
reasonably likely to result, in a Company MateAdverse Effect.

(b) The Company has not disposed of, stored or asgdHazardous Materials on, nor has it transpatgdHazardous Materials from, any of
the Company Real Properties in violation of apflie€Environmental Requirements other than a didpstaage, use or transport which has
not resulted in and is not reasonably likely taitesm a Company Material Adverse Effect. To thewhedge of the Company, no Company
Predecessor has disposed of, stored or used aryddars Materials on, nor has any such Company Pesder transported any Hazardous
Materials from, any of the Company Real Propeiitiegolation of applicable Environmental Requirerten

(c) To the knowledge of the Company, none of thiefdng exists at any of the real property currgrtvned, leased or occupied by the
Company or existed at any of the Company Real Ptiepaat the time the Company or the Company Pester operated there: (i)
underground storage tanks, (ii) asbestos-contamatgrial in any friable or damaged form or coruditi(iii) materials or equipment
containing polychlorinated biphenyls (PCBs), o) (andfills or surface impoundments.

(d) To the knowledge of the Company, none of then@any Real Properties is or has been contamingtedyHazardous Materials, in a
manner that has given or is reasonably likely t@ gise to any material liability on the part oét@ompany to any person, including without
limitation any governmental authority, for respogssts, corrective action costs, personal injurgpprty damage, natural resources damages
or attorney fees, pursuant to CERCLA, or SWDA, my ather Environmental Requirements, whether fddstate or locally imposed.

4.18 Insurance. The Company maintains insurandefimiancially sound and reputable insurers, in sarttounts, and with such deductibles
and covering such risks as is customarily carrigddmpanies engaged in similar businesses and gvainilar properties in the localities
where the Company is located. The Company DiscSehedule contains a list of each insurance ppliegently maintained by the
Company.

4.19 Proprietary Information and Inventions and f@tamntiality Agreement. Each employee, consultaatyice provider, officer and director
of the Company has executed a proprietary infoilwnadind inventions and confidentiality agreemenpje® of which have been provided to
Parent. The Company is not aware that any of sectops is in violation thereof, and the Company wék its best efforts to prevent any s

violation.

4.20 Accuracy of Documents and Information. Theiespf all instruments, agreements, other docunmamdswritten information delivered
by the Company to Parent or its counsel are ando@itcomplete and correct in all material respastsf the date of delivery thereof. No
representations or warranties made by the Compathis Agreement, nor any document, written infatiorg statement, financial statement,
letter, certificate or exhibit prepared and fureidlor to be prepared and furnished by the Compaitg cepresentatives to Parent pursuant
hereto or in connection with the transactions compiated hereby, contains or will contain any unstaement of material fact, or omits or
will omit to state a material fact necessary to emtlie statements or facts contained herein orithaos
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misleading. There is no presently existing eveadt br condition that would have a Company MatekidWerse Effect or that could reasone
be expected to do so, which has not been setifottlis Agreement or the exhibits hereto or otheeadisclosed by the Company to Parent in
writing in the Company Disclosure Schedule.

4.21 Title to Properties; Encumbrances. The Comizisglosure Schedule contains a complete and ateclisaof all real property owned by
the Company and all real property leases to whiehQompany is a party. Except as listed in the Gomisclosure Schedule, the Company
has good and marketable title to its propertiegr@sts in properties and assets, real and peram®al in or necessary for the operation of the
business of Company, free and clear of all liemsemcumbrances. The equipment of Company usece iogération of its business is, taken
as a whole, (i) adequate for the business condigt€tbmpany and (ii) in good operating condition aapair, ordinary wear and tear
excepted. To the knowledge of the Company, alloealersonal property leases to which Companypiarty are valid, binding and
enforceable against Company and effective in aerare with their respective terms.

ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB
Parent and Merger Sub make the following represientaand warranties to the Company as of the afatteis Agreement.
5.1 Organization and Standing.

(a) Parent and each of its Significant Subsidigfileis a corporation duly organized, validly exist and in good standing under the laws of its
jurisdiction of incorporation, (ii) has all requisicorporate power and authority to own, operatklease its properties and carry or

business as now conducted, and (iii) is duly gigalifo do business and is in good standing aseagiorcorporation in each jurisdiction in
which the failure to so qualify, or be in good steng, would have a Parent Material Adverse Effect.

(b) Merger Sub is a corporation duly organizedidiplexisting and in good standing under the lafvgojurisdiction of incorporation. Merg
Sub was organized for purposes of consummatingréineactions contemplated by this Agreement. MeBgir has not engaged in any
activity other than as provided in, or contemplatgdthis Agreement and, as of the date hereofpbdgbilities of any nature, contingent or
otherwise, other than liabilities or obligationatimay arise from this Agreement or the transast@mmmtemplated hereby. The authorized
capital stock of Merger Sub consists of 1,000 shaféMerger Sub Common Stock, all of which arediglissued, fully paid and
nonassessable and are owned by Parent.

(c) Neither Parent nor any of its Subsidiaries|(idig without limitation Merger Sub) has (i) filemt had filed against it a petition in
bankruptcy or a petition to take advantage of ahgioinsolvency act, (ii) admitted in writing itsability to pay its debts generally, (iii) made
an assignment for the benefit of creditors, (iv)sEnted to the appointment of a receiver for itseliny substantial part of its property or (v)
generally committed any act of insolvency (incluglthe failure to pay obligations as they becomég dudankruptcy.

5.2 Capitalization.

(a) The authorized capital stock of Parent consist®),000,000 shares of Parent Common Stock &@0D)Q00 shares of Parent Preferred
Stock. As of March 31, 2000, there were 28,487 $i#dres of Parent Common Stock, and no shares efiffareferred Stock, issued and
outstanding. From such date to the date of thiséwgrent, no additional shares of capital stock ofehave been issued, except pursuant to
the exercise of Parent Options. As of March 31,02@&rent Options to acquire 1,933,578 sharesreihP&ommon Stock were outstanding.
From such date to the date of this Agreement, wiitiadal Parent Options have been granted.
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(b) All of the issued and outstanding shares oéRa€ommon Stock have been duly authorized andlyatisued and are fully paid, non-
assessable and free of preemptive rights. OtharRaaent Options, there are no existing and oudsigrwarrants, rights, options,
subscriptions, convertible securities or other agrents or commitments which obligate Parent toeissansfer or sell any shares of capital
stock of Parent or Merger Sub.

(c) All of the shares of Parent Common Stock iskuab consideration in the Merger at the EffecTiirae, when issued in accordance with
the terms and conditions of this Agreement, willdody authorized, validly issued, fully paid andwrassessable and free of preemptive ric

5.3 Authorization; Enforceability; No Violation.

(a) Each of Parent and Merger Sub has full corpguatver and authority to execute and deliver tlgse@ment, and to perform its respective
obligations hereunder.

(b) All corporate action necessary on the partareRt and Merger Sub for the execution, delivery performance of this Agreement has
been duly taken. No approval of the stockholdelBarent is required by applicable law or the rofiethe Nasdaqg National Market in
connection with the consummation by Parent or Me8 of the transactions contemplated hereby.

(c) This Agreement constitutes (assuming this Agreret is a valid and binding obligation of the Compia a valid and legally binding
obligation of each of Parent and Merger Sub, emfabte against Parent and Merger Sub, as applidaldecordance with its terms, subject to
the Enforceability Exceptions.

(d) The execution, delivery and performance of gseement will not result in any conflict with,dach or violation of or default (or an ev
which, with notice or lapse of time or both, woglohstitute a default), termination or forfeitureden (i) any terms or provisions of the
Certificate of Incorporation or the By-laws of Patrer any of its Subsidiaries (including withounltation Merger Sub), (ii) any statute, rule,
regulation, judicial, governmental, regulatory dranistrative decree, order or judgment applicablParent or any of its Subsidiaries
(including without limitation Merger Sub), or (iigny agreement, lease, license, permit or othénuiment to which Parent or any of its
Subsidiaries (including without limitation Mergeul§ is a party or to which any of its assets atges, except where any such breach,
violation, default, termination or forfeiture wouhidt have or result in a Parent Material Adverde&f

(e) There is no action, suit, proceeding or ingzgton pending or threatened against Parent oohity Subsidiaries that questions the vali
of this Agreement or the right of Parent or Mer§eb to enter into this Agreement or to consummniadransactions contemplated hereby.

5.4 No Consents. No consent, approval, authorizatioder, registration, qualification or filing of with any court or any regulatory authority
or any other governmental or administrative bodyecuired on the part of Parent or any of its Sdibsies for the consummation by Parent
and Merger Sub of the transactions contemplatetthisyAgreement, except (i) notices and filings lieegiin order to comply with the
Securities Act, the Exchange Act and state seeardr "blue sky" laws, (i) the filing of the Artees of Merger with the Colorado Secretary of
State and (iii) any notices and filings necessargomply with the rules of the Nasdaq National MarBystem.

5.5 Parent Reports.

(a) Parent has filed all reports, forms, registradi schedules, statements and other documenisaedm be filed by it with the Commission
since November 17, 1995 (the "Parent Reports"ofAkeir respective dates, the Parent Reports dethgk to form in all material respects
with the requirements of the Securities Act or Eixehange Act, as the case may be, and the apmicalels and regulations promulgated
thereunder. Except to the extent that informationtained in any Parent Report has been amendadedesr superseded by a Parent Report
subsequently filed and publicly available priothe date of this Agreement, none of the Parent Repwhen filed, contained any untrue
statement of a
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material fact or omitted to state any material feguired to be stated therein or necessary to riekstatements therein, in light of the
circumstances under which they were made, not adshg.

(b) Each of the consolidated balance sheets ohPareluded in or incorporated by reference inte Brarent Reports (including the related
notes and schedules) fairly presents in all mdteggpects the consolidated financial position afdht and its Subsidiaries as of its date, and
each of the consolidated statements of incomekistdders' equity and cash flows of Parent incluithedr incorporated by reference into the
Parent Reports (including any related notes anddidhbs) fairly presents in all material respectsititome, stockholders' equity and cash
flows, as the case may be, of Parent and its Siabigig for the periods set forth therein (subjecthe case of unaudited statements, to normal
yearend audit adjustments which would not be maténiamount or effect), in each case in accordantie @AAP, except as may be noted
therein and subject to the fact that unauditednitre statements do not contain full notes thereétrent and its Subsidiaries do not have any
liabilities or obligations required to be disclogadh consolidated balance sheet or the notestthprepared in accordance with GAAP, exc

(i) liabilities or obligations reflected on, or msed against in, a consolidated balance sheeatr@iPor in the notes thereto, and included in
the Parent Reports, (ii) liabilities or obligatiansurred since March 31, 2000 in the ordinary sewf business, consistent with past pract
or (iii) liabilities disclosed in a Parent Report.

5.6 Pooling of Interests; Tax Reorganization. T khowledge of Parent, having sought and obtaineddvice of its accounting advisors,
neither Parent nor any of its Subsidiaries hasrtdkeas of the date hereof failed to take) anjoacvhich would prevent the accounting for
the Merger as a pooling of interests in accordavite APB No. 16, the interpretative releases isspguant thereto, and the
pronouncements of the Commission. To the knowledd®arent, neither Parent nor any of its Subsidihias taken or failed to take any
action which would prevent the Merger from consiitg a reorganization within the meaning of sec86® of the Code.

5.7 Accuracy of Documents and Information. The espf all instruments, agreements, other docunamdsvritten information delivered by
Parent to the Company or its counsel are and wittdmplete and correct in all material respectsf éise date of delivery thereof. No
representations or warranties made by ParentsnAthieement, nor any document, written informat&iafement, financial statement, letter,
certificate or exhibit prepared and furnished obéoprepared and furnished by Parent or its reptatees to the Company pursuant hereto or
in connection with the transactions contemplategling contains or will contain any untrue statenwrrhaterial fact, or omits or will omit to
state a material fact necessary to make the stateroefacts contained herein or therein not maleg There is no presently existing event,
fact or condition that would have a Parent Matetidverse Effect or that could reasonably be expktdedo so, which has not been set forth
in this Agreement or the exhibits hereto.

5.8 Company Options. Parent acknowledges thataktng of all Company Options will accelerate & Hffective Time.
ARTICLE 6
COVENANTS
6.1 Alternative Proposals.

(a) Upon execution and delivery of this Agreemémt, Company, its affiliates and their respectiviicefs, directors, employees,
representatives and agents shall immediately @asexisting discussions or negotiations, if amnducted with any parties heretofore with
respect to any acquisition of all or any materi@ttion of the assets of, or any equity interesthie, Company or any business combination
with the Company. Notwithstanding the foregoingg @ompany may issue Company Common Stock issupble exercise of the Company
Options outstanding on the date hereof and purdoghe Stock Purchase Plan, subject to the lifoitatset forth in Section 3.2(d)(iv).
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(b) Prior to the Closing Date, the Company mayglydh response to unsolicited requests theretonigh non-public information regarding
itself to any corporation, partnership, persontbeoentity or group in respect of, and may paptité in discussions and negotiate with such
entity or group concerning, a business combinatiogrger, sale of material assets, sale of shareapital stock or similar transaction
involving the Company (a "Transaction"), providéadtt(i) such entity or group has submitted a wrifteoposal to the Board of Directors of
the Company relating to any such Transaction (dtefAative Proposal"), (ii) the entity or group ergt into confidentiality agreements with
the Company with respect to such non-public infdroma and (iii) the Company Board, by a majoritytesodetermines in its good faith
judgment, based as to legal matters on the writtieice of legal counsel, that failing to take sackion would constitute a breach of -
Company Board's fiduciary duty. The Company Bodwallprovide a copy of any such written proposaPtrent and Merger Sub
immediately after receipt thereof, unless prohibitg the terms of such proposal.

(c) Neither the Company nor any of its affiliatesy any of such Persons' respective officers, tirecemployees, representatives or agents,
shall, directly or indirectly (i) encourage, sdljgdarticipate in or initiate discussions or negtitins with, or provide any information to, any
corporation, partnership, person or other entitgroup (other than Parent and Merger Sub, anyea#ibr associate of Parent and Merger Sub
or any designees of Parent and Merger Sub) comzeamy Transaction, or (ii) authorize, proposeroraunce an intention to authorize or
propose any Transaction (other than the Mergetgssrand until the Company has received an Altemd&roposal in writing and the
Company Board, by majority vote, has determineisigood faith judgment, based as to legal matiarthe written advice of legal counsel,
that failing to take such action would constituteraach of the Company Board's fiduciary duty; fed, however, that nothing herein shall
prevent the Company Board from taking, and disolp$d the Company's stockholders, a position copltat@d by Rules 14d-9 and 14e-2
promulgated under the Exchange Act with regarchiotander offers; provided, further, that the CompBoard shall not recommend that the
stockholders of the Company tender their sharesimection with any such tender offer unless then@any Board by a majority vote
determines in its good faith judgment, based dsgal matters on the written advice of legal colrtbeat failing to take such action would
constitute a breach of the Company Board's fidyaiarty.

(d) Nothing in this Section 6.1 shall (i) permiet@ompany to terminate this Agreement (except esipally provided in Article 8 hereof),
(il) permit the Company to enter into any agreenveitt respect to a Transaction during the termhaf Agreement (it being agreed that
during the term of this Agreement, the Companylsiatlenter into any agreement with any personhatides for, or in any way facilitates,
a Transaction, other than a confidentiality agresnrecustomary form), or (iii) except as specifiggrovided in Article 8, affect any other
obligation of the Company under this Agreement.

6.2 Interim Operations of the Company.

(a) Prior to the Effective Time, except as setHant Section 6.2 of the Company Disclosure Schedubs contemplated by any other
provision of this Agreement, unless Parent haseutesl in writing thereto, the Company:

() shall conduct its operations according to thuesival, regular and ordinary course in substaptihh same manner as heretofore conducted;

(i) shall use its reasonable efforts to presemadt its business organizations and goodwill, keaeglable the services of its officers and
employees and maintain satisfactory relationshigis thiose persons having business relationshigs tvém;

(iiif) shall not amend its Articles of Incorporation Bylaws;

(iv) shall promptly notify Parent of (A) any matareadverse change in its condition (financial dreptvise), business, properties, assets,
liabilities or the normal course of its busines®bits properties, (B) any material litigation ¢o,the extent known to the Company, any
material governmental complaints, investigationhesirings against or otherwise involving the Conyp@n
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communications indicating that the same may beetoptated), or (C) the breach of any representatiomarranty of the Company contained
herein;

(v) shall promptly deliver to Parent true and cotrepies of any report, statement or scheduld filethe Company with the Commission
subsequent to the date of this Agreement;

(vi) shall not enter into or amend any employmeatierance or similar agreements or arrangemertisamit of its directors or executive
officers, except (A) in the ordinary course of mgsis consistent with past practice, or (B) as atiserprovided in this Agreement;

(vii) shall not authorize, propose or announcerdarition to authorize or propose, or enter intootiegjons or an agreement with respect to
any acquisition of assets or securities, any difiposof assets or securities or any release angqaishment of any contract rights, which
acquisitions, dispositions, releases or relinquishis would be outside the ordinary course of bgsimed would involve aggregate
consideration in excess of $100,000;

(viii) shall not issue any shares of capital stoclsecurities, except as permitted by the lastsmat of Section 6.1(a), or effect any stock split
or otherwise change its capitalization;

(ix) shall not grant, confer or award any opticagpreciation rights, warrants, conversion rigtastnicted stock, stock units, performance
shares or other rights, not existing on the datedfewith respect to any shares of its capitatistor other securities of the Company;

(x) shall not take any actions which would, or wbhbk reasonably likely to, prevent the Merger fruralifying as a reorganization within the
meaning of Section 368 of the Code;

(xi) shall not take any actions which would, or Wbbe reasonably likely to, prevent the Merger froualifying as a transaction to be
accounted for as a pooling of interests in accardamth APB No. 16;

(xii) except as required by applicable law (in whizase prompt notice shall be given by the Compamarent), shall not amend in any
material respect the terms of the Company Ben#its? including without limitation any employmesgverance or similar agreements or
arrangements in existence on the date hereof,aptashy new employee benefit plans, programs @ngements or any employment,
severance or similar agreements or arrangements;

(xiii) shall not incur, create, assume or otherviseome liable for borrowed money or assume, gteeaendorse or otherwise become
responsible or liable for the obligations of anlgestindividual, corporation or other entity, excéapthe ordinary course of business;

(xiv) shall not make any loans or advances to ghgroPerson, except in the ordinary course of lassin

(xv) shall not make any material tax election oftran in the ordinary course, or without the conséfParent, which shall not unreasonably
be withheld, settle or compromise any materiallitbility;

(xvi) shall not declare, set aside or pay any dinil or make any other distribution or payment watspect to any shares of its capital stock or
other ownership interests;

(xvii) shall not directly or indirectly redeem, mivase or otherwise acquire any shares of its d¢apitek, or make any commitment for any
such action; provided that cashless exercisesoksiptions shall not be in violation of this claygvii); and

(xviii) shall not agree, in writing or otherwis®, take any of the foregoing actions or take anipaathich would make any representation or
warranty in Article 4 hereof untrue or incorrectainy material respect as of the Closing Date.

6.3 Meeting of Stockholders. The Company will takeaction necessary in accordance with applicimeand its Articles of Incorporation
and Bylaws to convene a Stockholders' Meeting as
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promptly as practicable to consider and vote uperepproval of this Agreement and the transactonsemplated hereby. Unless the
Company Board by a majority vote determines igded faith judgment, based as to legal matterfiemritten advice of legal counsel, that
taking such action would constitute a breach ofGbenpany Board's fiduciary duty, the Company Badrall recommend such approval, and
the Company shall take all lawful action to sol&iich approval, including, without limitation, titgenailing the Proxy Statement/Prospectus.

6.4 Filings; Other Actions. Subject to the termd annditions herein provided, the Company and Rafeall: (a) use all reasonable efforts to
cooperate with one another in (i) determining wHitthgs are required to be made prior to the Bifex Time with, and which other consents,
approvals, permits or authorizations are requiodokt obtained prior to the Effective Time from, govwnental or regulatory authorities of the
United States, the several states and foreigndjigtiens in connection with the execution and datwof this Agreement and the
consummation of the transactions contemplated feard (ii) timely making all such filings and tingedeeking all such consents, approvals,
permits or authorizations; and (b) use all reastenefforts to take, or cause to be taken, all o#totion and do, or cause to be done, all other
things necessary, proper or appropriate to consuenaral make effective the transactions contemplayetiis Agreement.

6.5 Inspection of Records. From the date heretifdd=ffective Time, each of the Company and Paskall (a) allow all designated officers,
attorneys, accountants and other representativiée afther party reasonable access at all reastiai#s to its respective offices, records
files, correspondence, audits and properties, dsawé¢o all information relating to its respectie@mmitments, contracts, titles and financial
position, or otherwise pertaining to its respectiusiness and affairs, (b) furnish to the othetypand the other party's counsel, financial
advisors, auditors and other authorized repregeesasuch financial and operating data and otffernmation as such persons may reasonably
request and (c) instruct its respective employeasnsel and financial advisors to cooperate wi¢hather party in the other party's
investigation of its respective business.

6.6 Publicity. The initial press release relatindtis Agreement shall be a joint press releasdlam@after, until the Effective Time, the
Company and Parent shall, subject to their resgetggal obligations (including requirements ofcétexchanges and similar self regulatory
bodies), consult with each other, and use reaseredfarts to agree upon the text of any press seldaefore issuing any such press release or
otherwise making public statements with respethédransactions contemplated hereby and in makirydgilings with any federal or state
governmental or regulatory agency or with any matisecurities exchange with respect thereto.

6.7 Proxy Statement/Prospectus.

(a) Parent and the Company shall cooperate andgilpprepare and Parent shall file with the Comimis&s soon as practicable a
Registration Statement on Form S-4 under the SezuiAct (the "Registration Statement"), with resge the Parent Common Stock issuable
in the Merger, which Registration Statement shatitain the proxy statement with respect to the mgetdf the stockholders of the Company
in connection with the Merger (the "Proxy Statenfierdspectus”).

(b) The parties will cause the Proxy Statementfsrotis, and Parent will cause the RegistratioreBtant, to comply as to form in all
material respects with the applicable provisionthefSecurities Act, the Exchange Act and the ratesregulations thereunder. Parent shall
use all reasonable efforts, and the Company shapjerate with Parent, to have the Registratiore8tant declared effective by the
Commission as promptly as practicable.

(c) The information supplied by the Company forirston or incorporation by reference in the Proxgt&ment/Prospectus and the
Registration Statement shall not (i) at the time Registration Statement is declared effectiviatithe time the Proxy Statement/Prospectus
(or any amendment thereof or supplement theretiirsismailed to holders of Company Common StodR, t the time of the Stockholders'
Meeting, or (iv) at the Effective Time, contain amytrue statement of a material fact or omit téestematerial fact required to be stated
therein or necessary to make the statements therein
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in the light of the circumstances under which taey made, not misleading, and shall comply asro fand substance with the requirements
of the Securities Act and the Exchange Act.

(d) The information supplied by Parent for inclusir incorporation by reference in the Proxy StaetfiProspectus and the Registration
Statement shall not (i) at the time the Registraitatement is declared effective, (ii) at the time Proxy Statement/Prospectus (or any
amendment thereof or supplement thereto) is fieted to holders of Company Common Stock, (iiijreg time of the Stockholders' Meeting,
or (iv) at the Effective Time, contain any untrdatsment of a material fact or omit to state a mitéact required to be stated therein or
necessary to make the statements therein, inghedf the circumstances under which they are maakemisleading, and shall comply as to
form and substance with the requirements of then®exs Act and the Exchange Act.

(e) No amendment or supplement to the Proxy StaigRmspectus will be made by the Company or Pavéhbut the approval of the other
(except to the extent such amendment or suppleimeorporates by reference other filings of the Campor Parent). Parent will advise the
Company, promptly after it receives notice theredthe time when the Registration Statement hasiie effective or any supplement or
amendment has been filed, the issuance of anyostlsw, the suspension of the qualification of theeRt Common Stock issuable in
connection with the Merger for offering or saleaimy jurisdiction, or any request by the Commissa@mmamendment of the Proxy
Statement/Prospectus or the Registration Stateonatmments thereon and responses thereto or tsdquethe Commission for additional
information.

6.8 Affiliate Letters. Promptly after the date hafiehe Company shall deliver to Parent a listafnies and addresses of those persons who
were, in the Company's reasonable judgment, dseafeicord date for the Stockholders' Meeting, s of the Company. The Company
shall provide Parent such information and documastRarent shall reasonably request with respesttdio Affiliates. The Company shall use
all reasonable efforts to deliver or cause to Hweled to Parent, prior to the Closing Date, freath of the Affiliates of the Company
identified in the foregoing list, an affiliate lettin form and substance reasonably acceptablarenPin order to satisfy the requirements of
Rule 145 of the Securities Act and APB No. 16 @dilely, "Affiliate Letters"). Parent shall be &lgd to place legends as specified in such
Affiliate Letters on the certificates evidencingydParent Common Stock to be received by such AféE pursuant to the terms of this
Agreement, and to issue appropriate stop transétrictions to the transfer agent for the Paremb@on Stock, consistent with the terms of
such Affiliate Letters. Subject to the receipt laréht of satisfactory representations and warraffittan the relevant holders and/or brokers,
such legends shall be removed and such transtenétisns terminated at the earliest possible datier all applicable laws and regulations.

6.9 Expenses. Whether or not the Merger is consuatnall costs and expenses incurred in conneutitinthis Agreement and the
transactions contemplated hereby shall be paithéyparty incurring such expenses except as exgrpsslided herein and except that the
filing fee in connection with the filing of the Ristration Statement or Proxy Statement/Prospeciiisthe Commission and the expenses
incurred in connection with printing and mailingetRegistration Statement and the Proxy Statemeasectus shall be shared equally by the
Company and Parent.

6.10 Employee Benefits.

(a) From and after the Effective Time, Parent spadvide or cause the Surviving Corporation to jmeuo persons who are employees of the
Company at the Effective Time and who will contirageemployees of the Surviving Corporation afterEffective Time (the "Company
Personnel”) the same employee compensation andityglaes, programs and arrangements as are provaether employees of Parent
employed in similar capacities to such Company étersl; provided, however, that subject to the foieg, Parent shall not be precluded
from amending or terminating any particular plammgram or arrangement, or from substituting anyhqulans, programs or arrangements
with plans, programs or arrangements applicableaamadable to other employees of Parent and itsiidries.
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(b) Following the Effective Time, Parent shall catise benefit plans covering the Company Persdofielving the Effective Time (the
"Future Benefit Plans") to continue to recognize $krvice credit of the Company Personnel accraed the Effective Time under the
Company Benefit Plans for purposes of participat@igibility and vesting of benefits, to the extgermissible by the terms of such Future
Benefit Plans.

6.11 Agreements. Between the date hereof and th&r@l Date, the Company shall not enter into amgement which the Company knows
or has reason to know is reasonably likely to caugemajor customer of the Company to terminateraaierial contracts, agreements or
other obligations that exist between that customnethe one hand, and the Company (or the Compadiowiag the Merger), on the other
hand and the Company shall take all reasonableraappropriate to an effort to avoid such termonati

6.12 Takeover Statute. If any "fair price," "monaton,” "control share acquisition" or other formaniti-takeover statute or regulation shall
become applicable to the transactions contemplaeeby, the Company and the Company Board shait grech approvals and take such
actions as are reasonably necessary so that tleattéons contemplated hereby may be consummate@aptly as practicable on the terms
contemplated hereby and otherwise act to elimioatainimize the effects of such statute or regalatin the transactions contemplated
hereby; provided, however, that the Company andCttrapany Board shall not be required to grant sysgrovals or take such actions if the
Company Board, by majority vote, determines irgited faith judgment, based as to legal matterhemtitten advice of legal counsel, that
granting such approvals or taking such actions doohstitute a breach of the Company's Board'siéy duties.

6.13 Interim Operations of Parent.

(a) Prior to the Effective Time, except as contaatgd by any other provision of this Agreement, ssldhe Company has consented in writing
thereto, Parent:

(i) shall promptly notify the Company of (A) any tesal adverse change in its condition (financiabtherwise), business, properties, assets,
liabilities or the normal course of its busines®bits properties, (B) any material litigation ¢o,the extent known to Parent, any material
governmental complaints, investigations or hearagginst or otherwise involving Parent (or commatians indicating that the same may be
contemplated), or (C) the breach of any represientatr warranty of Parent contained herein;

(i) shall promptly deliver to the Company true asairect copies of any report, statement or scleefiled by Parent with the Commission
subsequent to the date of this Agreement;

(iii) shall not take any actions which would, orwlt be reasonably likely to, prevent the Mergenfrgualifying as a reorganization within
meaning of Section 368 of the Code;

(iv) shall not take any actions which would, or Wbbe reasonably likely to, prevent the Merger froualifying as a transaction to be
accounted for as a pooling of interests in accardavith APB No. 16; and

(b) shall not agree, in writing or otherwise, tkeany of the foregoing actions or take any actiich would make any representation or
warranty in Article 5 hereof untrue or incorrectainy material respect as of the Closing Date.

6.14 Directors' and Officers' Indemnification amdurance.

(a) The Articles of Incorporation and By-laws oét8urviving Corporation shall contain the respecpvovisions that are set forth, as of the
date of this Agreement, in the Articles of Incorgiimn and the Byaws of the Company dealing with indemnificationodficers, directors an
employees of the Company and other persons spetiiferein, which provisions shall not be amendegealed or otherwise modified for a
period of six years from the Effective Time in angnner that would affect
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adversely the rights thereunder with respect tmastor events occurring prior to the Effective €inf individuals who were entitled to such
indemnification prior to the Effective Time.

(b) The Surviving Corporation shall maintain ineff for at least six years from the Effective Tidiectors' and officers' liability insurance
with an insurance company rated at least "A" by ABdst Company, covering the persons who, as afiaie of this Agreement, are covered
by the Company's directors' and officers' liabilitgurance policy (the "Current Policy"). The caage provided by the directors' and officers'
liability insurance maintained by the Surviving @oration shall be substantially similar to the aaere provided by the Current Policy.

(c) Parent shall guarantee the obligations of tn&i8ing Corporation provided by this Section 6.14.

(d) This Section 6.14 shall survive the consumnmatibthe Merger, is intended to benefit the Compding Surviving Corporation and each
indemnified party, and shall be enforceable byitldemnified parties.

6.15 Rule 145 Compliance. For so long as resalshares of Parent Common Stock issued pursuanetblérger are subject to the resale
restrictions set forth in Rule 145 under the SdimsriAct, Parent will use reasonable efforts to plymvith Rule 144(c)(1) under the Securities
Act.

6.16 Tax Matters. Each party represents and wartarthe other parties that the statements intthyegsed form of certificate of such party
(each, a "Party's Certificate" and, together, tharties' Certificates") to be delivered by suchypar connection with the opinions to be
delivered pursuant to Article 7 are true and cdrascof the date hereof, assuming for purposeisi®tentence that the Merger had been
consummated on the date hereof. Each party adragsat and prior to the Effective Time, it willtriake any action that would cause any of
the statements in such party's Party's Certifitatee false as of the Effective Time. Unless (drahtonly to the extent) otherwise required by
a "determination” (as defined in Section 1313(adflthe Code) or by a similar applicable provisadfrstate or local income or franchise tax
law, each party agrees (i) to report the Mergealbtax returns and other filings as a tax-freeganization within the meaning of

Section 368(a) of the Code and (ii) not to take position in any audit, administrative proceedimgdjtigation that is inconsistent with the
characterization of the Merger as such a reorgtaiza

ARTICLE 7
CONDITIONS TO CLOSING

7.1 Conditions to Each Party's Obligation to Efféaet Merger. The respective obligation of eachyptrteffect the Merger shall be subject to
the fulfillment at or prior to the Closing Date thie following conditions:

(a) This Agreement and the transactions contenplageeby shall have been approved by the requistt2of the holders of the issued and
outstanding shares of capital stock of the Company.

(b) None of the parties hereto shall be subjeantporder or injunction of a court of competentgdiction in the United States which
prohibits the consummation of the transactionsemplated by this Agreement. In the event any sudbrar injunction shall have been
issued, each party agrees to use its best effohtave any such injunction lifted.

(c) The Registration Statement shall have becorfeetéfe and shall be effective at the Effective €irand no stop order suspending
effectiveness of the Registration Statement skaletbeen issued, no action, suit, proceeding asinyation by the Commission to suspend
the effectiveness thereof shall have been initiatetibe continuing, and all material approvals uistite securities laws relating to the
issuance or trading of the Parent Common Stocletisdued to the Company stockholders in conneetitinthe Merger shall have been
received.

(d) All consents, authorizations, orders and apglwf (or filings or registrations with) any gowerental commission, board or other
regulatory body required in connection with the@x®n,
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delivery and performance of this Agreement shaliehlaeen obtained or made, except for the filinthefArticles of Merger and any other
documents required to be filed after the Effecliime and except where the failure to have obtaoradade any such consent, authorization,
order, approval, filing or registration would na\Je a material adverse effect on the businessrehPgnd its Subsidiaries) and the
Company, taken as a whole, following the Effectinme.

7.2 Conditions to Obligation of the Company to Effthe Merger. The obligation of the Company t@efithe Merger shall be subject to the
fulfillment at or prior to the Closing Date of tifidlowing conditions:

(a) Parent shall have performed in all materigbeess its agreements contained in this Agreemeptined to be performed on or prior to the
Closing Date, the representations and warranti€aofnt and Merger Sub contained in this Agreemedtin any document delivered in
connection herewith shall be true and correctlimalterial respects as of the Closing Date, exttegitthose representations and warranties
which address matters only as of a particular glatédl have been true and correct as of such dateth® Company shall have received a
certificate of an executive officer of Parent, ditiee Closing Date, certifying to such effect.

(b) The Company shall have received, prior to fifiective date of the Registration Statement, thiaiop of Chrisman, Bynum & Johnson,
P.C., counsel to the Company, to the effect thaMlerger will be treated for federal income taxgmsges as a reorganization within the
meaning of section 368(a) of the Code, and thaCibrapany, Parent and Merger Sub each will be § pathat reorganization within the
meaning of section 368(b) of the Code, and such $ihall have reconfirmed such opinion as of thesi@ip Date. In rendering such opinion,
Chrisman, Bynum & Johnson, P.C. may require andugbn such certificates of the Company, ParentMerdyer Sub and/or their respective
officers or principal stockholders as are custonfarysuch opinions.

(c) From the date of this Agreement through the&ffe Time, there shall not have occurred a Paviatiérial Adverse Effect.

7.3 Conditions to Obligation of Parent and Mergeb & Effect the Merger. The obligations of Par@md Merger Sub to effect the Merger
shall be subject to the fulfillment at or priorttee Closing Date of the following conditions:

(a) The Company shall have performed in all mategispects its agreements contained in this Agreéneguired to be performed on or prior
to the Closing Date, the representations and waesanf the Company contained in this Agreementiarahy document delivered in
connection herewith shall be true and correctlimalterial respects as of the Closing Date, exttggitthose representations and warranties
which address matters only as of a particular dlagdl have been true and correct as of such datieParent shall have received a certifica
an executive officer of the Company, dated the i@pHate, certifying to such effect.

(b) Parent shall have received a letter of Arthadérsen LLC, its independent public accountantgdias of the Closing Date, in form and
substance reasonably satisfactory to Parent, gtdtat such accountants concur with managementdusion that the Merger will qualify as
a transaction to be accounted for in accordande tivé pooling of interests method of accountingeurte requirements of APB No. 16.

(c) Parent shall have received, prior to the effeatiate of the Registration Statement, the opiwnibfihelen Reid & Priest LLP, counsel to
Parent and Merger Sub, to the effect that the Mexglebe treated for federal income tax purposes aeorganization within the meaning of
section 368(a) of the Code, and that the Compaangr® and Merger Sub each will be a party to thatganization within the meaning of
section 368(b) of the Code, and such firm shalkh@eonfirmed such opinion as of the Closing Ditteendering such opinion, Thelen Reid
& Priest LLP may require and rely upon such cedifes of the Company, Parent and Merger Sub atidorrespective officers or principal
stockholders as are customary for such opinions.
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(d) The Stock Purchase Plan shall have been tetadirsand any stock and/or cash distributed therewmiset forth in Section 3.2(d)(iv).
(e) From the date of this Agreement through the&i¥e Time, there shall not have occurred a Compdaterial Adverse Effect.
ARTICLE 8
TERMINATION

8.1 Termination by Mutual Consent. This Agreemeay e terminated and the Merger may be abandoreuyatme prior to the Effective
Time, before or after the approval of this Agreetignthe stockholders of the Company, by the mutoakent of Parent and the Company.

8.2 Termination by Either Parent or the Companys Fgreement may be terminated and the Merger neagblandoned by action of the
Board of Directors of either Parent or the Compiu(g) the Merger shall not have been consummageddcember 31, 2000, or (b) the
approval of the Company's stockholders require&dsgtion 7.1(a) shall not have been obtained abtbekholders' Meeting or any
adjournment thereof, or (c) a United States fedaratate court of competent jurisdiction or Unittadtes federal or state governmental,
regulatory or administrative agency or commissiallshave issued an order, decree or ruling orrtaey other action permanently
restraining, enjoining or otherwise prohibiting thensactions contemplated by this Agreement ant stder, decree, ruling or other action
shall have become final and non-appealable; proyithat the party seeking to terminate this Agresrparsuant to this paragraph (c) shall
have used all reasonable efforts to remove sucindtipn, order or decree; and provided, in the cdisetermination pursuant to paragraph (a)
of this Section 8.2, that the terminating partylishat have breached in any material respect itggyations under this Agreement in any
manner that shall have proximately contributechftilure to consummate the Merger by Decembe2a0.

8.3 Termination by the Company. This Agreement tmayerminated and the Merger may be abandonedyainaa prior to the Effective
Time, before or after the adoption and approvatheystockholders of the Company referred to in graah (a) of Section 7.1, by action of-
Company Board, if (a) the Company Board, by majoridte, determines in its good faith judgment, bas® to legal matters on the written
advice of legal counsel, that terminating this Agment and abandoning the Merger is required b tiapany Board's fiduciary duties, or
there has been a breach by Parent or Merger Samyafepresentation or warranty contained in thise&gient that has had or is reasonably
likely to have a Parent Material Adverse Effectjethbreach is not curable or, if curable, is naecuwithin 30 days after written notice of
such breach is given by the Company to Parent)dhére has been a material breach of any ofdkierants or agreements set forth in this
Agreement on the part of Parent, which breach isuamble or, if curable, is not cured within 3¢/glafter written notice of such breach is
given by the Company to Parent.

8.4 Termination by Parent. This Agreement may baiteated and the Merger may be abandoned at amygiior to the Effective Time, by
action of the Board of Directors of Parent, if @ Company Board shall have (i) withdrawn or miedifin a manner materially adverse to
Parent its approval or recommendation of this Agreet or the Merger or (i) recommended an Alterreiroposal to the Company
stockholders, or (b) there has been a breach bgdnepany of any representation or warranty conthinghis Agreement that has had or is
reasonably likely to have a Company Material Adede§fect, which breach is not curable or, if cuealid not cured within 30 days after
written notice of such breach is given by ParerthtoCompany, or (c) there has been a materiathrebany of the covenants or agreements
set forth in this Agreement on the part of the Camyp which breach is not curable or, if curableyas cured within 30 days after written
notice of such breach is given by Parent to the (@om.
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8.5 Effect of Termination and Abandonment.

(a) If this Agreement is terminated by the Compani?arent pursuant to

Section 8.2(b), 8.3(a) or 8.4(a), and (x) priosteh termination, a proposal with respect to a Jaation shall have been made, and (y) within
two (2) years after such termination, either thenPany enters into any agreement with respect tmashkction whereby any third party shall
acquire beneficial ownership of more than 50% ef@mpany's (i) outstanding shares of voting stwdfi) assets (measured by fair market
value), then the Company shall pay Parent, by énesfer of immediately available funds, a fee (fhermination Fee") of Five Million
Dollars ($5,000,000) within fifteen (15) businesg/d after the execution of such agreement or theuramation of such acquisition
(whichever shall first occur).

(b) The Company acknowledges that the agreementaioed in this Section 8.5 are an integral patheftransactions contemplated in this
Agreement, and that, without these agreementsnPanel Merger Sub would not enter into this Agreetnaccordingly, if the Company fails
to promptly pay the Termination Fee when due amdyder to obtain such payment, Parent or Mergerc®mmences a suit which results
judgment against the Company, the Company shafilneise Parent for its costs and expenses (incluatiogneys' fees) incurred
connection with such suit, together with interastle amount of the Termination Fee at the printe i@ then quoted in The Wall Street
Journal, from the date the Termination Fee wasirequo be paid.

(c) In the event of termination of this Agreementighe abandonment of the Merger pursuant to thislé 8, all obligations of the parties
hereto shall terminate, except (i) the obligatiohthe parties set forth in this

Section 8.5 and Section 6.9, (ii) the provisionSettions 9.3, 9.6, 9.9 and 9.13, and (iii) the fCiemtiality Agreement previously executed
between the Company and Parent (the "Confidentialireement”). Moreover, in the event of terminataf this Agreement pursuant to
Section 8.3 or 8.4, nothing herein shall prejudieeability of the nonbreaching party from seekilagnages, after taking into account payr
of the Termination Fee, if such fee has been gaid) any other party for any willful breach of ttAgreement, including without limitation,
attorneys' fees and the right to pursue any reragthw or in equity.

8.6 Extension; Waiver. At any time prior to the éffive Time, any party hereto, by action takentbyBoard of Directors, may, to the extent
legally allowed, (a) extend the time for the penfance of any of the obligations or other acts efdther parties hereto, (b) waive any
inaccuracies in the representations and warramtgete to such party contained herein or in any dectelivered pursuant hereto and (c)
waive compliance with any of the agreements or itimms for the benefit of such party contained irerAny agreement on the part of a party
hereto to any such extension or waiver shall belhmlly if set forth in an instrument in writinggsied on behalf of such party.

ARTICLE 9
GENERAL PROVISIONS

9.1 Nonsurvival of Representations, Warranties@adenants. The representations, warranties ancheot®in this Agreement or in any
instrument delivered pursuant to this Agreemenl sioé survive the Merger; provided, however, ttfe covenants contained in Article 3,
Section 6.9, Section 6.14 and this Article 9 shailvive the Merger, but not beyond the extentnif,aspecified therein.
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9.2 Notices. Any notice required to be given hedmurshall be sufficient if in writing, and sent tacsimile transmission and by courier
service (with proof of service), hand delivery ertified or registered mail (return receipt reqedsind first-class postage prepaid), addressec
as follows:

If to Parent or Merger Sub:

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

Attn.: Richard P. Beck
Facsimile: (970) 407-5300

with copies to:

Thelen Reid & Priest LLP

333 West San Carlos Street, 17th Floor San José&51A0-2701
Attn.: Jay L. Margulies, Esq.

Facsimile: (408) 287-8040

If to the Company:

Engineering Measurements Company
600 Diagonal Highway
Longmont, Colorado 80501

Attn.: Charles E. Miller
Facsimile: (303) 678-7152

with copies to:

Chrisman, Bynum & Johnson, P.C. 1900 Fifteenthe$tre
Boulder, CO 80302

Attn: G. James Williams, Jr.

Facsimile: (303) 449-5426

or to such other address as any party shall spbgifyritten notice so given, and such notice shalleemed to have been delivered as of the
date so telecommunicated, personally deliveredaileih

9.3 Assignment; Binding Effect. Neither this Agremthnor any of the rights, interests or obligatibeseunder shall be assigned by any of the
parties hereto (whether by operation of law or otlee) without the prior written consent of the @tliparties. Subject to the preceding
sentence, this Agreement shall be binding uponshiad inure to the benefit of the parties heretd treir respective successors and assigns.
Notwithstanding anything contained in this Agreefrterthe contrary (except as provided in Sectid@.nothing in this Agreemer

expressed or implied, is intended to confer on@argon other than the parties hereto or their mgeheirs, successors, executors,
administrators and assigns any rights, remedidigations or liabilities under or by reason of tihigreement.

9.4 Entire Agreement. This Agreement, the Exhiltite, Company Disclosure Schedule, the Confidentidlgreement and any documents
delivered by the parties in connection herewithstibute the entire agreement among the partiesnegthect to the subject matter hereof and
supersede all prior agreements and understandimgsgthe parties with respect thereto. No additboor modification of any provision of
this Agreement shall be binding upon any party teesaless made in writing and signed by all partieseto.

9.5 Amendment. This Agreement may be amended byahes hereto, by action taken by their respedigards of Directors, at any time
before or after approval of the Merger by the shmttters of the Company, but after any such stodédradpproval, no amendment shall be
made which by law
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requires the further approval of stockholders withabtaining such further approval. This Agreenmmaat not be amended except by an
instrument in writing signed on behalf of eachlwd parties hereto.

9.6 Governing Law. This Agreement shall be goverdmgdnd construed in accordance with the laws @fState of Colorado without regarc
its rules of conflict of laws.

9.7 Counterparts. This Agreement may be executdtidparties hereto in separate counterparts, @ehich when so executed and
delivered shall be an original, but all such coypdets shall together constitute one and the sastaument. Each counterpart may consist
number of copies hereof each signed by less thabutltogether signed by all of the parties hereto

9.8 Headings. Headings of the Articles and Sectadrthis Agreement are for the convenience of thetigs only, and shall be given no
substantive or interpretive effect whatsoever.

9.9 Interpretation. In this Agreement, unless thietext otherwise requires, words describing thgudar number shall include the plural and
vice versa, and words denoting any gender shdlidiecall genders and words denoting natural persbal include corporations, partnersr
and other business entities and vice versa.

9.10 Waivers. Except as provided in this Agreemeataction taken pursuant to this Agreement, inalgidwithout limitation, any
investigation by or on behalf of any party, sha&ldeemed to constitute a waiver by the party takingh action of compliance with any
representations, warranties, covenants or agresmentained in this Agreement. The waiver by anyypaereto of a breach of any provision
hereunder shall not operate or be construed asvamat any prior or subsequent breach of the sarmany other provision hereunder.

9.11 Incorporation of Exhibits. The Company Disdi@sSchedule and all Exhibits attached hereto efedred to herein are hereby
incorporated herein and made a part hereof fqruajposes as if fully set forth herein.

9.12 Severability. Any term or provision of this #sgment which is invalid or unenforceable in amjspliction shall, as to that jurisdiction,
ineffective to the extent of such invalidity or urfierceability without rendering invalid or unenfeable the remaining terms and provision
this Agreement or affecting the validity or enfaabdity of any of the terms or provisions of thig#@ement in any other jurisdiction. If any
provision of this Agreement is so broad as to benforceable, the provision shall be interpretedgmnly so broad as is enforceable.

9.13 Enforcement of Agreement. The parties hergteeathat irreparable damage would occur in thatetat any of the provisions of this
Agreement was not performed in accordance withgexific terms or was otherwise breached. It i@atingly agreed that the parties shall be
entitled to an injunction or injunctions to prevéméaches of this Agreement and to enforce spatlifithe terms and provisions hereof in any
Colorado court, this being in addition to any ottemedy to which they are entitled at law or inigqu

9.14 Knowledge. For purposes of this Agreement;tajhe knowledge of the Company" or words of likgort shall mean to the knowledge
of Charles Miller or William Ringer, and (b) "togtknowledge of Parent" or words of like import $ina¢an to the knowledge of Douglas
Schatz, Richard Beck or Joseph Monkowski.
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IN WITNESS WHEREOF, the parties have executedAlgieement and caused the same to be duly delivareldeir behalf on the day and
year set forth in the Preamble her¢

COVPANY: ENG NEERI NG MEASUREMENTS
COVPANY
By: /'s/ CHARLES E. MLLER

Title: President
MERGER SUB: FLOW ACQUI SI TI ON CORPORATI ON

By: /'s/ DOUGLAS S. SCHATZ

Title: Chairman of the Board
PARENT: ADVANCED ENERGY | NDUSTRI ES, | NC.

By: /'s/ DOUGLAS S. SCHATZ

Title: Chairman of the Board and
Chi ef Executive Oficer
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APPENDI X B

OPINION OF QUIST FINANCIAL, INC.
[QUIST FINANCIAL, INC. LETTERHEAD]
July 6, 2000

The Board of Directors

Engineering Measurements Company
600 Diagonal Highway

Longmont, CO 80501

Gentlemen:

Quist Financial, Inc. ("Quist") was retained by Be@ard of Directors of Engineering Measurements gamy ("Company"), a Colorado
corporation, to express an opinion as to the fagrieom a financial point of view to the Comparsfisreholders of the Exchange Ratio (as
defined below) contemplated by the draft Agreenaerat Plan of Reorganization (the "Agreement”) t@btered into between the Company
and Advanced Energy Industries ("AEI"), a Delawemeporation.

As more specifically set forth in the Agreementd anbject to the terms and conditions thereof bmpany and AEI propose to enter into a
business combination (the "Business Combinatiantyhich all of the Company's outstanding sharesoaimon stock and options would be
exchanged for shares of AEI common stock. The BExgad&ratio is the number determined by dividin@@P,000 by (ii) the total number of
(A) outstanding shares of Company common stock (Byishe outstanding Company options.

Quist's principal business is the valuation of basses and business interests, including bothtpljvlaeld and publicly traded companies, for
all purposes, including mergers and acquisitiongditures, gift and estate taxes, Employee S@ekership Plans, corporate and
partnership recapitalizations, dissolutions, afeopurposes. Quist has had no prior dealings BMICO, its Board of Directors, or officers.

In arriving at our opinion, we reviewed a drafttihé Agreement, and held discussions with seniacerf, directors and other representatives
and advisors of the Company and the Chief Finai@iiter of AEI concerning the business, operatiand prospects of the Company and
AEI. We examined publicly available business amndficial information relating to the Company and AElwell as financial forecasts and
other information and data for the Company and tiat were provided to or otherwise discussed wathyithe management of the Compi
including strategic implications and operationahéfis anticipated to result from the Business Cioiaion as projected by the managements
of the Company and AEI. We reviewed the finanaairts of the Business Combination as set forthenAgreement in relation to, among
other things: current and historical market priaed trading volumes of Company and AEI capitallsttite historical and projected earnings
and other operating data of the Company; projestiegarding AEI in analysts' reports, and the hiséband projected capitalization and
financial condition of the Company. We considettedhe extent publicly available, the financialnesrof certain other similar transactions
recently effected that we considered relevant adweation the Exchange Ratio and analyzed certaanfiial, stock market and other publicly
available information relating to the businessestbér companies whose operations we consideredama in evaluating those of the
Company and AEIl. We considered and reviewed easringjections published by I/B/E/S Internationak.Ifor AEI and the Company. We
also evaluated the pro forma financial impact ef @ompany's projections upon I/B/E/S Internatiohad,'s projected earnings for AEl's. In
addition, we conducted such other analyses andiegsions and considered such other informationfarahcial, economic and market
criteria as we deemed appropriate in arriving ataginion.
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In rendering our opinion, we relied, without indagent verification, upon the accuracy and compksgesrof all financial and other
information and data publicly available, furnishtedis, or discussed with us. We relied upon tharasees of the managements of the
Company and AEI that they are not aware of anysftwt would make any of the information providedis inaccurate or misleading. We
have further relied upon the assurances of the @ogip and AEI's managements that the informatiomiged has been prepared on a
reasonable basis in accordance with industry mcéind, with respect to financial planning dagélects the best currently available estim
and judgment of the Company's management andhégiare not aware of any information or facts thatild make the information provided
to us incomplete or misleading.

We assumed, with your consent, that the Businesst@mtion will be treated as a tévee reorganization for U.S. federal income taxposge:
and that it qualifies, and will be accounted farad'pooling of interests” in accordance with gatgraccepted accounting principles. We F
not made or been provided with an independent atialu or appraisal of the assets or liabilitieshaf Company or AEI. Without limiting the
generality of the foregoing, we have undertakeindependent analysis of any pending or threateitigdtion, possible unasserted claims or
other contingent liabilities, to which the CompaiyAEl, or any of their respective affiliates iparty or may be subject; and our opinion
makes no assumption concerning, and thereforermmtesonsider, the possible assertions of claim&amnes or damages arising out of any
such matters. We have also assumed that all thesssaiy regulatory approvals and consents requireithd transaction will be obtained in a
manner that will not have adverse effects on the@any or AEI or change the Exchange Ratio. We laageamed that neither the Company
nor AEI are party to any material pending transesj including external financing, recapitalizapacquisitions or merger discussions, o
than the Business Combination or in the ordinaryrse of business. You have advised us, and wedsstened, that the final terms of the
Agreement will not vary materially from those setth in the draft reviewed by us. We have furthesuemed that the Business Combination
will be consummated in accordance with the termthefAgreement without waiver of any of the coratis precedent to the Business
Combination contained in the Agreement.

We were not requested to consider, and our opithi@s not address, the relative merits of the Bssi@®mbination as compared to any
alternative business strategies that might existhifie Company. Our opinion is limited to the fagagfrom a financial point of view, of the
Exchange Ratio in the Business Combination and doeaddress the Company's underlying businessidado effect the Business
Combination. We are not expressing any opiniorodké likely trading range of AEI's common stocksequent to the Business
Combination. Our opinion necessarily is based upfarmation available to us and financial, stockrke# and other conditions and
circumstances existing and disclosed to us aseoditite hereof and we assume no responsibility datepor revise our opinion based upon
circumstances or events occurring after the datedfieEvents occurring after the date hereof coudderially affect assumptions used in
preparing this opinion.

Our opinion expressed herein is provided for tliermation of the Board of Directors of the Compamyts evaluation of the Business
Combination and our opinion is not intended to be does not constitute a recommendation of theri@gsi Combination to the Company
recommendation to any stockholder as to how sumtkkblder should vote on any matters relating éoBhsiness Combination.

Based upon and subject to the foregoing, we atlkeobpinion that, as of the date hereof, the Exghd®atio is fair, from a financial point of
view, to the Company's shareholders.

QUIST FINANCIAL, INC.
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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-KSB
[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934.
FOR THE FISCAL YEAR ENDED: APRIL 30, 2000
OR
[] TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NO.: 0-9880

ENGINEERING MEASUREMENTS COMPANY
(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

COLORADO 84-0572936
(STATE OR OTHER JURISDICTION OF (ILR.S. IDENTIFICATION NO.)
INCORPORATION OR ORGANIZATION)
600 DIAGONAL HIGHWAY, LONGMONT, COLORADO 80501
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES) (ZIP CODE)

ISSUER'S TELEPHONE NUMBER: (303) 651-0550
SECURITIES REGISTERED UNDER SECTION 12(b) OF THE ACT: NONE
SECURITIES REGISTERED UNDER SECTION 12(g) OF THE ACT:

COMMON STOCK PAR VALUE $.01
(TITLE OF CLASS)

Check whether the issuer (1) filed all reports regguto be filed by
Section 13 or 15(d) of the Securities Exchangediicing the preceding 12 months (or for such shqrégiod that the Registrant was required
to file such reports), and (2) has been subjestith filing requirements for the past 90 days. [¥@No [ ]

Check if there is no disclosure of delinquent §lpursuant to Item 405 of Regulation S-B is comdiim this form, and no disclosure will be
contained, to the best of Registrant's knowledyégfinitive proxy or information statements incorgted by reference in Part lll of this Fc
10-KSB or any amendment to this Form 10-KSB. [X]

Issuer's revenues for its most recent fiscal y&3234,052.

The aggregate market value of the voting and ndimg@ommon equity held by non-affiliates of thegi&trant as of July 12, 2000 was
$41,525,284.

The number of shares outstanding of Registrar@’s $ar value common stock, as of July 12, 20004y285,092.
No documents are incorporated by reference intaekieof this report

Transitional Small Business Disclosure Format: YeNo [X]
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PART |
ITEM 1. BUSINESS
GENERAL

Engineering Measurements Company ("EMCQ" or theni@any") is a Colorado corporation that was incoaped on January 4, 1967. The
Company's executive offices and factory are locategD0 Diagonal Highway, Longmont, Colorado 803€telephone number is (303) 651-
0550. The Company has a website at www.emcoflow.com

The Company designs, manufactures, and marketsalacand electro-mechanical instruments (flown®téor measuring the flow of
liquids, steam and gases. The Company operatemlith flow measurement devices and systems indastgment (S.I.C. Code No. 3823).
The Company generates its revenues from the safesvaneter hardware in both foreign and domestarkets. Revenue is also generated
through contract electronic printed circuit boasdembly. With its 33 years experience in the faflflow measurement, EMCO is able to
provide its customers with a family of products alale of measuring almost any kind of fluid or gasvi While the Company has historically
been strongest in energy utility flow measurempatt{cularly steam metering), it has products céabmeasuring most types of process
fluids, as well as fuel oils and natural gas. Pritpautilizing a network of distributors and commiened sales representatives as well as a
direct sales force, the Company markets flowmetenmsdwide.

The Company has a marketing agreement with Damt$3sa flowmeter company in Denmark which distrémsiproducts in different marke
which was renewed October 6, 1998, and runs farg of 30 months with a six month renegotiatienipd. Terms of the agreement with
Danfoss A/S allow the Company to be the non-exetudistributor for Danfoss' MAG and MASS flowmeténghe U.S. industrial market
under the "EMCOQ" label. EMCO features six typefl@vmeters capable of handling a broad spectruapplications (steam, gas and liqui
as well as a large range of line sizes. These fletens position the Company to compete on a prdduet with any flowmeter manufacturer
in the world.

PRODUCTS

The Company has developed and markets a serigsdidigis to measure the flow of steam, chilled astdarater, natural gas, compressed
gases and other fluids in a pipeline. Also includeslproducts, which support the primary flow measents, such as pressure and
temperature measurements and supporting electronics

Sales of flowmeters and related products accouragproximately 88% of the total sales for the Camp The Company flowmeter products
use two major technologies in its product linese Bhles contribution by each technology as a peafesales for fiscal years 1999 and 1998
are as follows:

TECHNOLOGY FY 1999 FY 2000
VOIUMELHIC. i 74% 68%
MaSS. e 26% 20%

Volumetric technologies include the following prats: turbine, vortex shedding, ultrasonic, and fpasidisplacement meters.

Mass technologies include the following productsceomagnetic, coriolis, flow processors and diigitalves. The Company manufactures
several series of insertion meters for variousiappbns of steam, liquids and compressed gas me@msmt. The insertion meters offer
customers solutions for metering flows in largeegipes. Each is available with an assortment tbog allowing for extremes in flow range,
pressure and temperature, with adaptation to veugotiput requirements which provide mass and enagpsurement for totalizing or
computer input.
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The Company introduced a line of vortex sheddiowfheters in fiscal year 1992. The Vortex PhD hasnowing parts, provides high
reliability, has low maintenance requirements andapable of operating with dirty fluids.

The Company introduced a clamp-on transit timeaatinic flowmeter in January 2000. This producti®a-intrusive meter, which is
attached to the outside of pipes, and is used pityria measure water, but is capable of measuoihgr liquids including oil.

The Company also develops, manufactures and malggtses of positive displacement meters whickigeoaccurate measurements of fluid
flow rates. The products' primary applications teek the measurement of viscous fluids, such @adecoil, as well as applications requiring a
high degree of accuracy.

As a result of the marketing agreement with Danf/&of Denmark, EMCO serves as the non-exclusisgibutor for Danfoss'
electromagnetic (MAG) flowmeters and coriolis (MASBwmeters in the U.S. industrial marketplacee3$é two Danfoss meters are
marketed and distributed under the "EMCOQ" labghimU.S., establishing EMCO as one of the few corigsain the world to offer a comple
line of flowmetering technologies.

Digital valves are digitally actuated control vadvyaroviding industry with a uniqgue means of coditngland measuring the flow of fluids.
Because of their accuracy and speed of resporesse firoducts are capable of providing a high degfreentrol that cannot easily be matcl
by other valves. In addition, this product can befigured as a metering valve, thus providing bottasurement and control.

All Company flowmeter products utilize a family difgital flow processors to provide a wide rangengfasurement processing. The flow
processors provide the desired outputs in engingemits, such as gallons, liters, etc., with ps@rns for computing density, mass flow and
enthalpy.

The Company introduced a commercial vortex sheddiatgr flowmeter in March 1997. This product is keded into the commercial HVA
ultra-pure and de-ionized water and landscapeditiog markets.

The Company provides contract electronic printeduii board assembly. These services provided 8EMEO's revenues in 1999 and 12%
in 2000.

PRODUCT DISTRIBUTION

The Company primarily uses a network of distribatand commissioned sales representatives, as sveltlaect sales force, to market the
Company's flowmeters worldwide. The Company utdiaedirect sales force to market its contract edeat printed circuit board assembly
services.

COMPETITION

The Company encounters various levels of compatitigts different product lines. The flow produfése somewhat less competition when

the application is large size steam lines. Here pttoduct is sold primarily on the basis of qualiigrformance and return on investment, with
little price competition. In smaller sized steamek, as well as applications where other enerdjjiegior process fluids are being measured,

the Company faces a greater level of competitiahg@ice is often a factor. However, no one compargymajor force in this market segme

The positive displacement meter products encoutitect competition in most of their markets. Twangmanies, one utilizing the same
technology and the other employing a different tedbhgical approach, comprise most of the competit@@uality, performance and selling
price are all important competitive factors.

The Company's ultrasonic products are sold intmuarwater markets, and face competition from leottmparable and non-comparable
technologies. Price can be a factor, but so ai@hity and maintenance costs. No one companydsminant force in this market segment.
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Digital Valve products offer unique performance reftderistics as regards to speed, accuracy anct digital control. Where the application
requires these characteristics, the Company expesgeno direct competition and price is generadlyanfactor. In less demanding
installations, the Company faces direct competifrom the manufacturers of more traditional contralves. In such cases, price does bec
a competitive factor.

Contract surface mount technology board assembBbsfaxtensive direct competition for larger protuctuns. The Company is focusing on
the engineering prototype and small productionmamket niches where the emphasis is on productiatityg and rapid turn around. In these
markets there is generally less competition anckgs generally not a factor. No one company issgpnforce in this market segment.

RAW MATERIALS

The Company purchases electronic components, draiteuit boards, fabricated sheet metal parts,himeci components, raw steel and
aluminum, metallic castings, various other materéald electrical energy from various suppliers.sehgurchased components are generally
available and the loss of any one supplier wouldhawe a material adverse impact on the Compapggations.

CUSTOMERS
In Fiscal Years 1999 and 2000 no single customeswatted for more than 10% of the Company's revenues
PATENTS

EMCO has acquired, or is currently pursuing, papeatection on a number of its products. Althougimiaiggement believes that the protection
afforded by patenting is generally not importanttte success of the Company's flowmeter busineissbélieved critical for its upcoming
semi-conductor products. Patents are prevaletieifldwmetering and semi-conductor industries ainthe the Company has not conducted
exhaustive infringement searches on all of its potsl it is possible that one or more of its pradumay infringe upon the patents of others.

Depending on the product involved, a lawsuit agaims Company for patent infringement could resullamages in a material amount being
assessed against the Company, which would havevaemse effect on the financial condition of the @amy. At this time the Company is
aware of any existing or threatened litigation regag matters involving the Company and its product

SEASONAL AND OTHER CONDITIONS

The Company's sales and production are affectedlidiyt seasonality caused by the Company's empbasigeam energy measurement.
However, the Company's marketing initiatives des@jto increase the importance of the Process dantaiket (a non-seasonal market) if
successful, and the growth of the contract priciezlit board assembly services should mitigatéregahe effect of seasonality in the future.
Sales are also affected by the capital budgetiagspbf large industrial firms, as well as by otbeonomic and political conditions in the U.S.
and internationally.

WORKING CAPITAL REQUIREMENTS

The Company is not required to carry significanbants of inventory to meet rapid delivery requireseof customers or to assure itself of a
continuous allotment of goods from suppliers. Idiadn, the Company believes its working capitabpproximately $3,432,000 as of April
30, 2000, is adequate to meet its current obligatidlthough no assurances can be made, the Coniygdiryes it has adequate cash flows
from operations to fund future operations and edgixpenditure requirements for the next twelve then
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BACKLOG

At April 30, 2000, the total order backlog was appimately $1,386,000 as compared to $1,290,0000at 80, 1999. It is anticipated that the
entire backlog outstanding at April 30, 2000, Wil shipped in the fiscal year ending April 30, 2001

GOVERNMENT APPROVALS AND REGULATION

The Company's principal products and services arsubject to government approvals. The Compang doeexpect any significant effect
on its business from existing or probable governmegulations. No material portion of the Comparsgkes is subject to renegotiation of
profits or termination of contracts or subcontraatthe election of the government. If the Compapybducts become subject to government
regulation or approval however, it could have aamat adverse effect on the Company.

RESEARCH AND DEVELOPMENT

The Company maintains research and developmentgregon a continuing basis. Research activitiepanearily directed toward flow
measurement and control. The Company spent appabeiyn$881,000 for research and development iffisal year ending April 30, 2000,
and about $790,000 in the fiscal year ending A30il 1999.

In 2000, the emphasis of research and developrR&iD) was on new product development. There is rsuE@sice that the R&D efforts will
result in additional sales for the Company. Managrbelieves that R&D expenses will continue atdineent levels in the future due to
further new product development and enhancemehtsintent of the Company's R&D is twofold: 1) Deyehew flowmeter products for
industries and applications for which it has natdriically provided products, and 2) Continue twéo product cost and improve quality.

EFFECTS OF ENVIRONMENTAL REGULATIONS

Compliance with present federal, state and loaallegions regarding the discharge of materials fhéenvironment or otherwise relating to
the protection of the environment should not hawermaterial adverse effect on the capital expengtuearnings and competitive position of
the Company. The Company does not plan any capifsnditures for environmental control facilitiagidg the current and succeeding fic
year. If the Company's products, business or ojpambecome subject to such environmental reguistibowever, it could have a matel
adverse effect on the Company's results of operstod competitive position.

EMPLOYEES

At April 30, 2000, EMCO had 91 full-time employe@$which 8 are employed in administrative dutibé,n sales, marketing and customer
service duties, 8 in R&D and 61 in production. Tédsnpares with 86 full-time employees at April 3099. The Company had 2 part time
employees at April 30, 2000.

FOREIGN SALES

In fiscal year 2000, the Company had foreign safegpproximately $2,242,000, or 24.3% of sales, parad to approximately $2,691,000, or
27.8% of sales in fiscal year 1999. The decreasales for fiscal year 2000 in Europe is due pritpéo lower sales to Danfoss in 2000. The
Company experienced a decrease in sales to Asitodushift in the product mix to lower cost metésher foreign sales are
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lower due to lower activity overall, rather thaesaof a single large project. The breakdown ogifpn sales for fiscal years 2000 and 1999, in
dollars and percent of total sales are:

FY 2000 FY 1999
EUrope.......ccoiiiii .. $1,335,000 14.5% $1,580,000 16.3%
ASI8...ooiiiii .. 658,000 7.1% 755,000 7.8%
Other......ccciiiiiiiie .. 249,000 2.7% 356,000 3.7%

All foreign sales are exports from domestic opersi
ITEM 2. PROPERTIES

The Company maintains its executive offices antbfgcat 600 Diagonal Highway, Longmont, Colorad@id4,800 square foot brick,
concrete and cinder block facility. In Managemeaopmion, the current executive offices and factgppce are more than adequate for the
Company's current operations and should providegmspace through Fiscal Year 2001 or later. Mamagé also believes the building is in
adequate condition for office and factory use, wilbrequire no substantial improvements througscal Year 2001 or later.

ITEM 3. LEGAL PROCEEDINGS

Not applicable

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not applicable
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AN D RELATED SECURITY HOLDER MATTERS
MARKET INFORMATION

The Company's common stock is listed and tradeth@NASDAQ National Market (Symbol EMCO). The tabkdow represents the high
and low bid prices of the Company's common stocktéatwo most recent fiscal years. Such pricelectinter-dealer prices, without retail
mark-up, mark-down or commissions and may not rezgdg represent actual transactions.

QUARTERS ENDED IN FISCAL YEAR 2000

07/31 /99 10/31/99 01/31/00  04/30/00
High...oooo, $6.2 5 $7.94 $9.50 $8.13
LOW..ooiiiiiiiiiii i, $4.2 5 $4.50 $4.75 $5.81

QUARTERS ENDED IN FISCAL YEAR 1999

07/31 /98 10/31/98 01/31/99  04/30/99

5 $4.63 $5.03 $5.00
0 $3.20 $4.00 $4.00

APPROXIMATE NUMBER OF HOLDERS OF COMMON STOCK
The number of holders of record of the Companyaroon stock as of July 6, 2000, were 451.
COMPANY DIVIDEND POLICY DISCLOSURE

The Company has never paid cash dividends on iitsram stock and currently has no plans to do sherfdreseeable future. However, the
Company had a 25% stock dividend in October 19%8a Aesult, the Company issued an additional 8@4sh&res of $.01 par value common
stock. The Company has no restrictions on thetalidi pay dividends.

ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Certain written statements of management of the 2oy included in this Form 10-KSB and elsewhere pmaytain forward-looking
statements within the meaning of Section 27A of3keurities Act of 1933 and Section 21E of the 8tes Exchange Act of 1934, which ¢
intended to be covered by the safe harbors créaéedby. These statements include the plans amdtdlgs of management for future
operations and contain certain words such as 'lpate’, "believe”, "plan”, "expect" or similar wadThe forward-looking statements
included herein and elsewhere are based on cuexpettations and assumptions about an industrysineéss and involve judgments which
are difficult or impossible to predict accuratetydamany of which are beyond the control of the Canyp Although the Company believes
that the assumptions underlying the forwlndking statements are reasonable, any of the gg8um could be inaccurate and, therefore, 1
can be no assurance that the forward-looking sexéwill prove to be accurate. The forward lookétatements are dependent on certain
risks and uncertainties including among othergseamtinuance of the Danfoss arrangement, lackarket acceptance of new products,
research and development efforts which result iadhditional sales and the cost and impact of Yé@pZompliance by the Company and its
suppliers. In light of the significant uncertairgtimherent in the forward-looking statements, tiusion of such information should not be
regarded as representation by the Company or &y person that the objectives and plans of thef@omwill be achieved. The actual
results of the Company could differ materially frémose anticipated in the forward-looking staters@mntained herein and elsewhere.
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DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
LIQUIDITY, CAPITAL RESOURCES AND CASH FLOWS

Net working capital increased approximately $92,80€ing the fiscal year ended April 30, 2000, duenprily to higher income taxe
receivable and accounts receivable offset by lavash and inventories and higher accrued liabilifié® working capital ratio for fiscal year
2000 decreased to 4.2 from 4.4 in the previousifigear.

The Company has a $500,000 revolving line of creth Wells Fargo Bank West, N.A. through Septem®@r2000, collateralized by
accounts receivable. The interest rate is at widli$\Fargo Bank West's prime rate. The Companynbasrawn against this line of credit as
of the date of this Form 10-KSB.

The Company uses excess cash to invest in higle gealrities until the cash is needed for operatids of April 30, 2000, the Company
holds approximately $616,000 in high grade invesinsecurities.

Cash and cash equivalents decreased approxim&@J9@, due to increases in capital expenditunesne taxes receivable, and accounts
receivable offset by decreases in inventories. angnt believes it has adequate cash to suppadtapes. This belief is supported by
positive cash flows from operating activities fachl year 2000 of approximately $426,000. The Camypwill continue to manage cash in
order to support operations.

Net accounts receivable increased by approxim&El2,000, due to higher sales volume of approxiln&271,000 in the fourth quarter
fiscal year 2000 compared to the previous yeaneCtibns of accounts receivable improved as redkb ity the 6.7 day decrease of the
Company's Days Sales Outstanding (DSO) to 47.6 flays54.3 days in fiscal years 2000 and 1999,aetyely.

Short-term investments increased approximatelyGiDduring the year ended April 30, 2000. The imp&cecording investments at market
value decreased the cost by approximately $81,000.

Inventories decreased approximately $151,000 duhiagear ended April 30, 2000, which decreasednentory turn ratio from 1.84 in
1999 to 1.47 in 2000. The lower inventories aremyaiue to a shift in product mix from materialénsive to labor intensive sales. The
decrease in inventory turns in the face of lowgeitory levels reflects this change in sales mix.

Income taxes receivable of approximately $75,00sal year 2000 has replaced the income taxealpeyf approximately $4,000 in fiscal
year 1999. The receivable was a result of the taxabs in fiscal year 200!

The Company had a note receivable of $138,920 &t 2(, 1999, with an unaffiliated third party togvide financing for the development of
a new flowmeter technology. The Company exercibedption to purchase the undivided one-half irsteoéthe developed technology for
the balance of the receivable during May 1999. Tihdivided one-half interest of the developed tedbgy is reflected on the balance sheet
within "Other assets" and will be amortized overekpected life.

Accounts payable increased approximately $11,00i3¢al year 1999.

The Company does not have any material commitnfentsapital expenditures. The Company believesttiaproposed capital expenditures
can be financed from the Company's cash flow.

Net working capital and the working capital ratow the last two fiscal years wel

AS OF APRIL 30

2000 1999
Working capital.......ccccooveiniiiiiiieies $3,431,886 $3,339,423
Working capital ratio.......ccccceeevvevevcccceeee. 4.2 4.4



Material changes in cash flows are summarized lasnfs:

AS OF APRIL 30

2000 1999
Net cash provided by operating activities.......... . ... $426,316 $ 546,074
Net cash (used in) investing activities............ ... $(829,361) $(949,630)
Net cash provided by financing activities.......... ... $ 314,398 $ 160,566
Net decrease in cash and cash equivalents.......... . ... $(88,647) $(242,990)

Management believes EMCO will enjoy improved resiudtthe future. Although there is no assurancewhii occur, management believes is
that the Company has a strong foundation upon wioigrow. The Company has accomplished the follgwin

A. The Company introduced a commercial vortex wltermeter in March 1997. Sales of this productwgraore than 8% in fiscal year
2000. Fiscal year 1999 sales of the water flowmietzeased more than 150%. Management believes wdlegrow in fiscal year 2001 since
the product was made more rugged in a fiscal y@@0 2iesign change. Increased marketing effortbeirey devoted to the water markets.

B. The Company continues to perform contract eb@itrprinted circuit board assembly. Sales fromti@t manufacturing in fiscal year 2C
were up more than 40% over the previous fiscal.y&ddditional sales efforts are being made to inseesales of this service.

C. The Company introduced a clamp-on transit tittrasonic flowmeter in January 2000. This non-isive meter is attached to the outside
of pipes and is used to measure liquids, primavager, but is capable of measuring other liquiadding oil. This product is in the early
introductory phase of its product life cycle.

D. The Company expects to continue R&D activityrfiexw products to be introduced in coming yearsr@eno assurance that the R&D
activity will result in additional sales for the @pany. The Company also intends to emphasize \emgmeering to sustain margin despite
increasing price competition.

E. The Company continues to make improvements émashproduction efficiency through increased irtweants in equipment. The Company
is now capable of greater production capacitytti¢ lor no increased fixed cost. All equipment fases were paid from the Company's cash
flow.

F. The Company's balance sheet remains strongCohpany has recently eliminated a poorly perfornimgstment which resulted in a Ic
on the sale of stock of $119,000 in the year erfgail 30, 2000. Interest and dividend income fog trear was $55,000.

There can be no assurance, however, that theseplisbments will result in improved or continuedesaof its products or services. Actual
results of operations could differ materially fromanagement's expectations.

Management is not aware of any known trends, evamigcertainties that have had, or are likelyagd) an impact on short-term or long-
term liquidity of the Company.

RESULTS OF OPERATIONS:
SALES REVENUES

Sales revenues for the Company decreased appreyn$itc0,000 or 4.8% in fiscal year 2000 as compéndiscal year 1999. Existing
product (Flow) sales were lower in fiscal year 20@@marily due to reduced sales to a major Europmeestomer of approximately $348,000
in fiscal year 2000 as a result of a restructudhg sales agreement from a headquarters to adpeshting unit agreement. Sales were
impacted as headquarters inventories were workeah doower sales of a niche product of approximady5,000 were impacted by an
OEM customer production problem which was resobegel in the fourth
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quarter. This decrease in sales was partially bifgéncreased sales of the new water meter intredin March 1997, the ultrasonic
flowmeter introduced in January 2000 and contraiater circuit board assembly. The Company conténtaeplace a high priority on product
quality and customer satisfaction. Management besiehis emphasis will have long-term positive iatpan sales. The Company expects to
continue to maintain a healthy product developnpeogram.

NET INCOME (LOSS)

In fiscal year 2000, the Company recognized netds®f $138,860, as compared to net income of $386or fiscal year 1999. The loss in
2000 can be attributed to the following:

2000 1999

Gross margin on saleS......cccoceveeeeeveveeieeeees L 3,540,483 3,983,907
Income from operationS.......ccccccccevevvvveeeeeee L (130,600) 113,696
Loss on sale of StoCK.......covcuveveevvcveeeennes L (119,025)  (6,574)
Other inCOmMe......cocciveeiiiiiie e 59,504 125,054
Interest eXPenSe....ccccveveveveeeeeeeieeieieeeeee (744) (266)
Income tax provision/(benefit)...........ccceeeeee. L (52,005) 34,972

The Company's decrease in net income in 2000 isadtie following reasons: The gross margin onssele€2000 was 38.3% compared to
41.1% in 1999, which is attributable to higher labod overhead cost, offset by lower material cagte loss from operations for 2000 was
1.41% of total sales compared to income from opmratof 1.17% in 1999. The change from income $3 livom operations is due to lower
gross margin and increased research and developoststoffset by lower sales and marketing and rgéa@d administrative expenses. The
loss on sale of stock is approximately $112,00@grein fiscal year 2000 than in 1999 primarily do¢he loss on one investment. Other
income is approximately $66,000 lower in fiscaly2@00, due in part to shifts in the makeup ofithvestment portfolio and gains on the
disposal of assets in fiscal year 1999. Interegenage was minimal in both years as there was mocate debt. Income taxes are
approximately $87,000 less in fiscal year 2000 tuxable losses in 2000 compared to taxable iecdom999.

GROSS MARGINS
Overall gross margins for the past two years dteated as follows:

AS OF APRIL 30

2000 1999

GroSS MargiN......cocceeeeeesiiieeesiiieeeeeeee 38% 41%

The decrease in gross margin from 1999 to 2000dwado higher overhead (.8%) and labor (3.1%) aadamty costs (0.5%) partially offset
by lower material (1.7%) costs. Management beliewesstments made in 2000 will make manufacturireggarefficient in the future.

SELLING EXPENSE
The Company incurred the following selling expenses: percent of sales:

AS OF APRIL 30

2000 1999

Selling eXPense.. ... ieieiee 21%  22%

Selling expense decreased by approximately $22400@&s a percent to sales. The savings were achiepart due to a decrease in sales
subject to commissions and reduced labor and miagkptomotion expenses. In the future, managemaueas to continue to promote the
Company's products through increased electronier(iet) sales activities, advertising in trade fj@ls, telemarketing and trade shows.
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GENERAL AND ADMINISTRATIVE
General and administrative expense for the Compargy percent of sales for the past two yearsfisllass:

AS OF APRIL 30

2000 1999

General and administrative expense.........ccee... L. 9%  10%

General and administrative expenses in fiscal 2880 were slightly lower than the prior year agecpnt of sales. Actual expenses were
approximately $66,000 lower in fiscal year 2000arrily due to lower labor. Although no assurancas be made, management intends in
the future for general and administrative expemstdo increase as quickly as sales.

RESEARCH AND DEVELOPMENT
Research and development expense as a percert Gbthpany's sales over the past two years is:

AS OF APRIL 30

2000 1999

Research and development expense.......ccccccce.... ... 10% 8%

Research and development expenses increased appteli $91,000 in fiscal year 2000, due to higrew product development costs.
Management intends in the future to continue prodegelopment activities; while continuing to perfovalue engineering to lower product
cost and improve product quality. There is no aste that the new product development activitidlsrasult in additional sales for the
Company.

LOSSES ON SALE/EXCHANGE OF STOCK

The Company recognized losses from the sale oksfamm investments, of approximately $119,000istdl year 2000, compared to losse
approximately $7,000 in fiscal year 1999.

INTEREST RATES

The Company did not borrow any money in fiscal geE899 and 2000.
INCOME TAXES

Income taxes as a percentage of pre-tax incomeeguieted below:

AS OF APRIL 30

2000 1999

Income tax (benefit) expense......ccccccvvveeeeee. Ll 27)% 15%

Please see Note 8 of the Notes to Financial Statesnfier a discussion of the reasons income taxes Waried.
TRENDS

Most of the Company's sales (approximately 76%yeresrated in the United States. Therefore, thiéthefthe U.S. economy has a
significant impact on the Company. However, the @any currently has such a small share of the totaket that management believes the
Company can continue to grow despite the fluctustio the domestic economy. While the Company geasrapproximately 24% of sales
internationally, management believes that an im@do&sian economy, along with continued sales eniglirasieveloping nations, could
result in increased international sales beyondtineent 24% in the
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near future. Management can make no assurancesyvhovthat the economic and political conditionshef U.S., Asia, Europe and
developing countries will result in increased satethe future.

The Company has a diverse product mix. Therefoig unlikely that any single current competitouttbhave a decidedly negative impact on
EMCO. The Company is able to address a numbeffigfreint markets with a variety of products and testbgies. Therefore, the Company's
product market risk is also lower than many comg@amiith less diverse product lines in the flow nueasient industry.

In recent years the Company has developed a nedugirtine for the commercial water market, and @swn-intrusive flowmeter which is
attached to the outside of the pipe. The Compaalsis selling contract manufacturing of electrgmiimted circuit board assembly services.
Revenues for these products and services are sicgegpidly and now account for nearly 25% of @@mpany's total revenues.

The Company intends to continue to devote resouccesw product development. However, there arassoirances that the new product
development costs will result in additional salesthe Company.

Finally, the Company has no debt. During fiscalrye209 the Company established a line of credih Witells Fargo Bank West, N.A. which
was renewed in fiscal year 2000. In light of thegents, management feels it has reduced its exposaevelopments that might impact
capital markets and the availability of capital.

Although it can make no assurances, the Company&iod no events and does not anticipate any everdause material changes in the
revenue/cost relationship in the foreseeable future

YEAR 2000 COMPLIANCE

Many computer systems were designed using onlydigits to designate years. These systems may nablegto distinguish the Year 2000
from the Year 1900 (commonly known as the "Year@®B@blem"). The Company replaced its inventory famahcial software in fiscal year
1998 with a system, which is Year 2000 compliatie Tompany evaluated its other internal-use soéwad hardware for Year 2000
compliance, and implemented a plan to replaceaaltcompliant items either through upgrade or repiaent. The cost of these
upgrades/replacements was approximately $50,000.

The Company's products do not use time/date lagimternal sequencing or calculation, and theeefbe Company believes its products are
Year 2000 compliant.

To date, any impacts of the Year 2000 Problem lh@&en minimal and dealt with as they appear.
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REPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

To the Stockholders and Board of Directors of Eegimg Measurements Company

We have audited the accompanying balance sheé&isgifieering Measurements Company, a Colorado catiparas of April 30, 2000 and
1999, and the related statements of operationsqamgprehensive operations), stockholders' equitlycash flows for each of the years then
ended. These financial statements are the resplitgsih the Company's management. Our responsjhidi to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respecesfthancial position of Engineering
Measurements Company as of April 30, 2000 and 1888 the results of its operations and its cashsflfior each of the years then ended, in
conformity with accounting principles generally apted in the United States.

GRANT THORNTON LLP

Denver, Colorado
June 15, 2000 (except for Note 14,
as to which the date is July 6, 2000)

C-14



ENGINEERING MEASUREMENTS COMPANY

BALANCE SHEETS

Current assets:
Cash and cash equivalents..............c.cc......
Accounts receivable, net of allowance for doubtfu
accounts and allowance for sales returns of $78
April 30, 2000 and $75,990 at April 30, 1999...
Short-term investments.
Inventories........cccceee.....
Prepaid expenses..........
Income taxes receivable...
Deferred income taxes.........cccccvvvveeeeen...

Total current assets...........ccccceervennen.
Property and equipment, at cost:

Building and improvements.
Vehicles......cvvviiiiiiiecein
Machinery and equipment............cccccceeenee
Office furniture and fixtures....................

Less accumulated depreciation....................
Net property and equipment..............cccce....

Other assets
Note receivable...........cccccvvvvveiennnnnnnn.
Other assets, net of amortization of $133,282 at
2000 and $99,306 at April 30, 1999.............

Total other assets............oevevvvvnnnns

TOTAL ASSETS.....cooiiiiiiiiiieci,

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable...........ccccceniiiiiinnns
Accrued compensation..
Accrued liabilities.............ccoveevinneenn.

Total current liabilities......................

Long-term liabilities:
Deferred income taxes..........ccccvvvveeeeen.n.

Total long-term liabilities....................

Stockholders' equity:
Common stock, $.01 par value;
15,000,000 shares authorized at April 30, 2000,
5,000,000 shares authorized at April 30, 1999;
shares issued at April 30, 2000, 4,232,774 shar
at April 30, 1999, 4,125,259 shares outstanding
30, 2000, 4,042,374 shares outstanding at April

Capital in excess of par value...................

Unrealized holding losses (net of taxes).........

Retained earnings..........cccocvveeeeninnnnn.

Treasury stock at cost; 195,747 shares at April 3
and 190,400 at April 30, 1999..................

Total stockholders' equity.............c.......

ASSETS

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

The accompanying notes are an integral part oktfinancial statements.
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APRIL 30, 2000 APRIL 30, 1999
......... $ 609,050 $ 697,697
|
,927 at
......... 1,219,365 1,097,330
......... 615,793 556,288
......... 1,516,251 1,667,011
......... 89,439 31,757
......... 75,000 0
......... 382,551 260,649
......... 4,507,449 4,310,732
......... 568,940 568,940
......... 1,689,824 1,624,950
......... 22,196 22,196
......... 4,268,002 4,099,524
......... 1,223,750 1,301,489
7,772,712 7,617,099

......... (4,811,402)  (4,725,996)
......... 2,961,310 2,891,103
......... 0 138,920
April 30,

......... 298,488 132,351
......... 298,488 271,271
......... $7,767,247 $7,473,106
......... $ 332,161 $ 320,853
......... 301,513 278,238
......... 441,889 372,218
......... 1,075,563 971,309
......... 244,400 220,500
......... 244,400 220,500
4,321,006

es issued

at April

30,

......... 43,210 42,328
......... 3,001,606 2,650,332
......... (49,262) (38,711)
......... 4,118,187 4,257,047
0, 2000,

......... (666,457) (629,699)
......... 6,447,284 6,281,297
......... $7,767,247  $7,473,106




ENGINEERING MEASUREMENTS COMPANY
STATEMENTS OF OPERATIONS AND COMPREHENSIVE OPERATIO NS

TWELVE MONTHS ENDED
APRIL 30,

......... 5,693,569 5,711,006

Gross margin on sales..........cccceeeviveeeennnee
Operating expenses:

INGeiiiiii e 1,917,928 2,142,086
......... 872,223 937,873
......... 880,932 790,252

Other income/(expense):
Loss on sale of stock........coocvvveevvvceeeee. Ll (119,025) (6,574)

Interest eXpense......cccocvvveevvciieeenneeee (744) (266)
Interest and dividend income..

Other iNCoOMe.......cccvvvveeeeiiiiiiiiiiies

......... (60,265) 118,214
......... (190,865) 231,910
......... (52,005) 34,972

Netincome/(I0SS).....cccvevveiiieiiieiceeeee $(138,860) $ 196,938

Total other income/(expense)
Income/(loss) before income taxes..
Income tax provision/(benefit)

Other comprehensive income (loss)

Unrealized holding l0ss.....ccccoovvveeeeee (10,551) (12,441)
Tax benefit of stock option exercise............ ... 93,400 0

Comprehensive income (l0SS).........cvvvvveeeennn.

Net earnings/(loss) per share........ccccoeeeeee. L $ (0.03) $ 0.05
Net earnings/(loss) per share on a fully diluted ba SiS...... $ (0.03) $ 0.05
Weighted average number of shares outstanding...... ... 4,082,890 4,021,729

The accompanying notes are an integral part oktfinancial statements.
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ENGINEERING MEASUREMENTS COMPANY

STATEMENTS OF CASH FLOWS
INCREASE/(DECREASE) IN CASH

TWELVE MONTHS ENDED APRIL 30,

2000 1999
CASH FLOWS FROM OPERATING ACTIVITIES:
Netincome (I0SS).....cccoeevvveiiieeiieeaaee $(138,860) $ 196,938
Adjustments to reconcile net income to net cash p rovided
by operating activities --
Depreciation and amortization.................. ... 541,450 479,642
Deferred tax provision/(benefit)............ .~ ... (98,002) 10,700
Provision for doubtful accounts/(recovery).... ... 2,936 (12,223)
Loss on sales of investments...................— ... 119,025 6,574
(Gain)/Loss on disposal of assets.............. .. 1,406 (9,600)
Stock compensation..........coceeevvecee. L. 1,000 3,000
Changes in assets and liabilities --
Receivables.......cccccoovvvvviivivvceeeee. (124,971) 329,349
INVeNtories.....ccoocvvvveeiiiieeeeeeee 150,760 (429,960)
Income taxes receivable and prepaid expenses.. ... (132,682) 43,132
Accounts payable and accrued liabilities...... ... 104,254 (71,478)
Net cash provided by operating activities.......... . ... 426,316 546,074
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures, net.........oeoeveccceeeee. L (579,848) (834,604)
Expenditures for intangible assets............... ... (62,993) (6,295)
Proceeds from/(expenditures for) note receivable. ... 1,800 (92,155)
Investment purchases..........ccoccevvvvveeee. L (657,498) (1,277,561)
Proceeds from sale of investments................. ... 468,417 1,251,385
Proceeds from sale of fixed assets............... ... 761 9,600
Net cash used in investing activities............. ... (829,361) (949,630)
CASH FLOWS FROM FINANCING ACTIVITIES:
Purchase of treasury stocK.......cccooeveveeeeee Ll (36,758) -
Proceeds from exercise of stock options......... . ... 351,156 160,566
Net cash provided by financing activities........... ... 314,398 160,566
Net decrease in cash and cash equivalents.......... ... (88,647) (242,990)
Cash and cash equivalents at beginning of period... ... 697,697 940,687

Cash and cash equivalents at end of period.. ... $ 609,050 $ 697,697

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during period for --

INtEreSt..ccviiiiic e $ 744 $ 266
INncOMe taXeS...cveeevieiieieieiviiiiiceeeees . 24,633 3,428
SUPPLEMENTAL DISCLOSURE FOR NON CASH ITEMS:
Stock Compensation.........coceeevveevveeeeee. $ 1,000 $ 3,000

The accompanying notes are an integral part oktfiancial statements.
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ENGINEERING MEASUREMENTS COMPANY

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

COMMON STOCK

SHARES PAR VA

Balance at April 30, 1998...... 4,172,599 $41,7

Net income...................

Stock Options Exercised...... 59,538 5

Stock Compensation........... 637
Unrealized holding (losses)....
Balance at April 30, 1999...... 4,232,774 $42,3

Net income...................

Treasury Stock...............

Employee Stock Purchase

Plan.......ccccccoennee. 4,495
Stock Options Exercised...... 83,519 8
Stock Compensation........... 218

Unrealized holding (losses)....

CAPITAL IN  UNREALIZED
--- EXCESS OF HOLDING RETAINED TREASU
LUE PARVALUE LOSSES EARNINGS STOC

26 $2,487,368 $(26,270) $4,060,109 $(629,

196,938
96 159,970
6 2,994
(12,441)
28 $2,650,332 $(38,711) $4,257,047 $(629,
(138,860)
(36,
45 20,606
35 329,670
2 998
(10,551)

10 $3,001,606 $(49,262) $4,118,187 $(666,

The accompanying notes are an integral part oktfinancial statements.
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS
1. ORGANIZATION AND BUSINESS

Engineering Measurements Company (EMCO or the Cagjmdesigns, manufactures, and markets electradeéectro-mechanical
instruments (flowmeters) for measuring the flowigtids, steam and gases. The Company sells predoicenergy utility flow measurement
(particularly steam metering), and it also has potsl capable of measuring most types of procegisflas well as fuel oils and natural gas.
Utilizing a network of distributors and commissidr&ales representatives, the Company markets floeveerorldwide. (See Note 8 to the
Financial Statements). The Company also marketsamrelectronics manufacturing services througlftlitect sales force to businesses in
northern Colorado. (See Note 9 to the FinanciaieBtants).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Inventories

Inventories are stated at the lower of cost or rtadetermined by the first-in, first-out method.
Investments

Investments in debt and qualifying equity secusitiee classified as either held-to-maturity, trgdin available-for-sale. Held-to-maturity
investments are debt securities that the Compasyheapositive intent and ability to hold to matyiriThese investments are recorded at
amortized cost. Debt and equity securities purah&sethe purpose of resale in the near term asstied as trading investments and are
recorded at fair value. Unrealized gains or logsethese investments are included in earningseottinrent period. Other debt and equity
securities that are not categorized as held-to-tyator trading are classified as available-foresahd reported at fair value. Unrealized gains
or losses on these securities are reported asasasegomponent of stockholders' equity, net ofiepiple income tax expense or benefit. All
of the debt and qualifying equity securities of @@mpany are considered available-for-sale.

Revenue Recognition

Revenue from manufactured products is recognizéitegime of shipment to the customer. Servicemaeds recognized at the time of
shipment of goods or delivery of services to thstamer. The sale price is fixed at the time of stépt or delivery of the service and all risks
transfer to the customer at that point. Commissicsades representatives do not stock product. Retexchanges and restock charges have
historically been insignificant.

Depreciation and Amortization

Depreciation of property and equipment is providadhe straight-line method over the estimateduldiees listed below. Patents, product
safety approvals and purchased technology are emdmn a straight-line basis over the periodsdidielow:

Building and improvements.........cccccccovvveeeee. L 10 - 25 years
VehIiCIeS. .o 3 -8years
Machinery and equipment...........cccccccveee. L 5-10years
Office furniture and fixtures........ccoceeeeeeeee. L 4 - 8 years
PatentS.....ccoooviiiiiiiii 5-17 years
Product Safety Approvals.......cccoooocveveneee. . 5 -6 years
Purchased Technology.....ccccoceveveeevivevecceeeee 5 years
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
Warranty

An estimated liability for warranty costs, basednosanagement's estimate of future warranty costecmrded in the year in which sales are
made.

Earnings Per Share

Primary earnings per share are based on the weighttrage number of shares outstanding duringehe Piluted earnings per share are
based on the assumption that all diluted potentimimon shares are dilutive stock options that wereverted at the beginning of the year.

The Company's common stock was split five-for-fouthe form of a stock dividend in October 1998l #Xares, stock option data, and
earnings per share amounts have been restateeteffgct to this stock dividend.

FOR THE YEAR ENDED APRIL 30, 2000

INCOME SHARES PER-SHARE
(NUMERATOR) (DENOMINATOR) AMOUNT

NEt (LOSS)..vviiiiieiiie e enieeeee $(138,860)

BASIC EPS

Net Income available to common stockholders........ . ... $(138,860) 4,082,890  $(0.03)
EFFECT OF DILUTIVE SECURITIES

OPLONS..ciiiie e -- 124,690

DILUTED EPS....ooviiieiiiiiiiiee $(138,860) 4,207,580  $(0.03)

FOR THE YEAR ENDED APRIL 30, 1999

INCOME SHARES  PER-SHARE
(NUMERATOR) (DENOMINATOR) AMOUNT

Net INCOME...ccvveieiiiiee e $196,938

BASIC EPS
Net Income available to common stockholders........ . ... $196,938 4,021,729 $0.05
EFFECT OF DILUTIVE SECURITIES
(@] o] 1T L= - 80,832
DILUTED EPS
Income available to stockholders plus assumed
CONVEISIONS...vvviieciiiiie e e eeeeeeee $196,938 4,102,561 $0.05

Cash Equivalents

For purpose of the statements of cash flows, thegamy considers all highly liquid cash investmenith original maturity dates of three
months or less to be cash equivalents.

Reclassifications
Certain reclassifications have been made to confoiar year's information with the current yeargamstation.
Use of Estimates

In preparing financial statements in conformitywgtenerally accepted accounting principles, manageis required to make estimates and
assumptions that affect the reported amounts eftassd liabilities, the disclosure of contingesgeats and liabilities at the date of the
financial statements, and the

C-20



ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrehose estimates.
Comprehensive Income

The Company adopted Statement of Financial Accogritandards No. 130 (SFAS 130), Reporting Commstie Income. SFAS 130
establishes standards for the reporting and disgflagmprehensive income and its components.

3. INVESTMENTS

The Company classifies debt and equity securisesvailable-for-sale securities. Available-for-ssdeurities are measured at fair value, with
net unrealized gains and losses reported in equity.

The amortized cost, unrealized gains and losselsfaanvalues of the Company's available-for-saleusities held at April 30, 1999 and 2000
are amortized as follows:

GROSS GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED
COST GAINS LOSSES FAIR VALUE

Available-for-sale securities

Equity securities $387,004 $1,134 $32,031 $356,107

Debt securities...........ccuueeennn. 232,744 - 32,563 200,181
April 30, 1999......ccceeviiiireeins $619,748 $1,134 $64,594 $556,288
Available-for-sale securities

Equity securities..........cccce..... $328,777 $ 0 $47,836 $280,941

Debt securities.........cccccveee.... 367,775 610 $33,533 334,852
April 30, 2000.........ccceevreenne. $696,552 $ 610 $81,369 $615,793

The following table lists the maturities of debtgeties held at April 30, 2000, classified as #alale-for sale:

ESTIMATED
AMORTIZED
COST FAIR VALUE
Due inoneyear or less......ccccceevevvveeeees $257,877  $258,485
Due after one year through five years..............~ ... 109,898 76,367

$367,775  $334,852

Proceeds on sales of securities classified asablaifor-sale were $461,670 in fiscal year 2000ngared to $1,251,385 in fiscal year 1999.
Gains of $29,763 and losses of $148,788 were exhlin these sales for 2000, and $48,810 in gamh$3H,384 of losses for 1999. The
Company uses the specific identification methoddtermine cost of securities sold.
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
4. INVENTORIES

Inventories are as follows:

APRIL 30
2000 1999
Raw material and work-in-process........cccccceee.. L. $1,201,216 $1,263,617
Finished goods......ccccccovviiiiiniiieeeneee 315,035 403,394

$1,516,251 $1,667,011

5. NOTE RECEIVABLE

At April 30, 1999, the Company had a note receigadfl$138,920 with an unaffiliated third party tapide financing in the development of a
new flowmeter technology. The note had a 6% intewe and was payable upon demand or upon terimmetf the loan agreement. The
Company exercised the option to purchase the whetivonehalf interest of the developed technology for thiahce of the receivable in Mi
1999.

6. SHORT-TERM DEBT

The Company signed a line of credit for up to $800,with Wells Fargo Bank West, N.A., secured byoants receivable on October 27,
1998. The line of credit matured on September 9991at which time the agreement was renewed. €aematurity date is September 30,
2000, and has an interest rate of 9.00%, equalelis\Wargo Bank's prime rate. The Company has tiliatad the line of credit.

7. INCOME TAXES

The Company accounts for income taxes under thédityiamethod. Deferred taxes are provided baseshuthe tax rate at which items of
income and expense are expected to be settle@ @dmpany's tax return.
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
The following is a summary of the provision (bet)efior income taxes:

YEAR ENDED APRIL 30

2000 1999
Current provision (benefit)
Federal.....oooovviiiiiiiiiiiicieeeeee $40,097 $21,292
StALE. e 5,900 2,980

$ 45,997 $24,272

Deferred provision (benefit)
Federal.... - $(85,442) $9,180
Stale..iiiiii e (12,560) 1,520

$(98,002) $10,700

Total provision (benefit)
Federal......occoovvevvieiiiccieeecieeeeee $(45,345) $30,472
StALE. i (6,660) 4,500

$(52,005) $34,972

* Current provision does not include the benefithef tax effect related to the exercise of stodiong.

The provision for income taxes differs from the amibdetermined by applying the statutory rate tmime before taxes, due to the following
reasons:

YEAR ENDED APRIL 30

2000 1999
Income taxes at statutory rate.......ccccceeeeeeee. L $(72,500) $88,100
Permanent tax differences........ccoocevvvveeeeee. Ll 4,700 (21,500)
Change in estimate of prior year accrual........... ... 11,863 (29,321)
Other.iiiiiiie e 3,932 (2,307)
Income tax expense(benefit).......cocceveeeeeeee. L $(52,005) $34,972

Components of deferred tax assets and liabilities:
APRIL 30,
1999 1999
Assets
Reserve for bad debt.........ccocevvvveveee $ 31,000 $ 30,000
Inventory cost capitalization........ccccceeeeee. L 15,000 9,000
Reserve for obsolete inventory..........ccoeeee. L 68,000 75,000
Book basis of stock less than tax basis......... ... 81,000 35,000
Investments stated at market..........ccooeeee.. L 31,000 25,000
Reserve for warranty costS.......cccceeveeeeeee. 18,000 21,000
Vacation accrual........ccccccovvvrvvevnicveeee. L. 50,000 47,000
Net operating loss carry forward..........co..... . .. 72,000 0
Other. .o 16,551 18,649
$382,551 $260,649
Liabilities

Accelerated depreciation..........cccoeeeeeeeeee. Ll (244,400) (220,500)
NEt ASSEL.cvvviiieie s, $138,151 $ 40,149
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Included in the Company's balance sheets as fallows

APRIL 30,
2000 1999
CUIrent @SSetS.....ccvvvvviiieiiiieeeeieeee $-382-551$t260649
Long-term liabilities.......cccccoovviveeeeeeeee L (244,400) (220,500)
Net ASSEl..ccovviiiiiiii e $-138-151$:40149

8. FOREIGN SALES

The Company had foreign sales of 24.3% and 27.88btalf sales in the fiscal years ended April 3@M®and 1999, respectively. The
breakdown of foreign sales for fiscal years 2000 #8999, in dollars and percent of total sales are:

YEAR ENDED APRIL 30,

2000 1999
EUrope.......ccviiiiiiiins $1,3 35,000 14.5% $1,580,000 16.3%
ASI8....ooii 6 58,000 7.1% 755,000 7.8%
Other.....cocoviiiiiiieiice 2 49,000 2.7% 356,000 3.7%

9. SEGMENT INFORMATION

EMCO's core business has been, and continues to tes manufacture of flow measurement devicessystems segment, SIC Code No.
3823. In the past, EMCO has reported all of itsrapens in this segment. Effective with the filin§the Company's 10-QSB for the period
ending October 31, 1999, EMCO adopted SFAS 131eel® reporting for segments of the business. EMEO0Ontract electronics
manufacturing (CEM) division, operating under theele name Advanced Technology Group (ATG), comésinvihe definition of SIC Code
No. 3672. ATG sales (all domestic) for the periodiag April 30, 2000, exceeded 10% of the total @any's sales which triggered 1
requirement to report information by segments.

The information reported below is similar to infation used by the management and directors of tmep@ny to assess the performance of

the operating segments and/or to allocate resotmab®se segments. This information is based tipeiCompany's books, contains no inter-
segment revenues and utilizes estimated allocatibegpenses and assets. Segment profits (lossespmputed at the same level as income
from operations on the Statements of OperationsCamdprehensive Operations. Segment assets for Ag @®adirectly purchased long term

equipment and do not reflect any allocation oftih#éding or other assets such as cash, accourdgs/edxte or inventory.

F Y 2000 FY 1999
CoO NTRACT CONTRACT
FLOW ELE CTRONICS FLOW ELECTRONICS
PRODUCTS MANU FACTURING TOTALS PRODUCTS MANUFACTURING TOTALS
Twelve Months Ended April 30:
Revenues..........cccceeunee. 8,096,555 1, 137,497 9,234,052 8,892,756 802,157 9,694,913
Depreciation and
amortization................ 396,357 145,093 541,450 378,880 100,762 479,642
Segment profits (losses)....... (197,989) 67,389  (130,600) 38,854 74,842 113,696
Segment assets................. 7,296,172 471,075 7,767,247 6,942,166 530,940 7,473,106
Expenditures for segment
ASSetS...cvviiiieiiiens 476,563 103,285 579,848 417,233 417,371 834,604
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
10. STOCK OPTION PLANS

The 1991 Nonemployee Director Stock Plan author@000 shares, while the 1991 Incentive Planaaizthd 600,000 shares. During fis
year 1998, EMCO terminated the 1991 Nonemployedmeehtive Plans and adopted a new plan, the 198&htive Plan with 625,000 sha
authorized. The Company issued options for 1279b@0es under the plan in fiscal year 2000 and ¥64sBares in fiscal year 1999.

A summary of stock option transactions follows:

2000 1999
WEIGHTED WEIGHTED
AVERAGE AVERAGE
SHAR ES EXERCISE PRICE SHARES EXERCISE PRICE

Options outstanding May 1,................... 295, 182 $ 3.55 246,595 $ 2.86
Granted.........cooovvviiiiiiiiiieeeeee, 127, 000 $ 5.42 164,375 $ 4.00
CaNCElEU. ..., ( 625) $ 4.80  (56,250) $ 2.72
EXercised..........ccccoeveevireeecrieennne. (83, 519) $ 2.84 (59,538) $ 2.70
Options outstanding April 30,................ 338, 038 $ 4.43 295,182 $ 3.55

Weighted average fair value of options grantedrdpthe year ended April 30, 2000 and April 30, 1899 3.07 and $ 2.34 per share
respectively.

The following information applies to options outsding at April 30, 2000:

OPTI ONS OUTSTANDING OPTIONS EXERCI SABLE
WEIGHTED
AVERAGE WEIGHTED
R EMAINING AVERAGE w EIGHTED
RANGE OF NUMBER CcO NTRACTUAL EXERCISE NUMBER A VERAGE
EXERCISE PRICES OUTSTANDING LI FE (YEARS) PRICE EXERCISABLE EXER CISE PRICE
$2.00 - $2.99......ccceiinnns 58,125 1.40 $2.68 58,125 $2.68
$3.00-$4.49......c.coenn. 84,188 2.23 $3.90 46,688 $3.85
$4.50 - $6.74........coceenn. 179,725 8.18 $5.11 174 725 $5.08
$6.75 - $10.12.................. 16,000 9.80 $7.50 16,000 $7.50
338,038 295,538

Statement of Financial Accounting Standards No, 128counting for Stock-Based Compensation”, enagaes, but does not require
companies to record compensation cost for stockébamployee compensation plans at fair value. Tdrapgany has chosen to continue to
account for stock-based compensation using thiméntrvalue method prescribed in Accounting Prites@Board Opinion No. 25,
"Accounting for Stock Issued to Employees”, anated interpretations. Accordingly, compensatiort émsstock options is measured as the
excess, if any, of the quoted market price of tbenBany's stock at the date of grant over the amaieimployee must pay to acquire the
stock.
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Had compensation cost for the plan been deternbiasdd on the fair value of the options at the gilat#s consistent with the method of
SFAS No. 123, the Company's net earnings(lossamings(loss) per share would have been:

2000 1999
Net income (loss)
AS 1epOrted....cccocueveeiiiiiie e (138,860) 196,938
Pro forma -- net of deferred tax benefit.......... .. (442,524) 81,520
Primary earnings (loss) per share
AS reported.....ccooeeiiiieiiieeieeeeeeee $ (0.03) $ 0.05
Pro forma....ccccovviiiiiiiiiieiieeeeee $ (0.11) $ 0.02

These pro forma amounts may not be representdtifigume disclosures because they do not takeeffert pro forma compensation expense
related to grants made before the fiscal year eAgei 30, 1996. The fair value of these optionssvestimated at the date of grant using the
Black-Scholes option- pricing model with the follmg weighted average assumptions for 2000 and 1999:

Expected life (years).......occovvvvvvveveeenee . 5.741
Risk-free interestrate.......ccccccvvveveeeeee. . 6.037%
Volatility..cooooooiiiiiiiiieiiieeieeieeee 50.000%

The Black Scholes option valuation model was deyadiofor use in estimating the fair value of tradptions which have no vesting
restrictions and are fully transferable. In addifioption valuation models require the input ofttygsubjective assumptions including the
expected stock price volatility. Because the Comgfsaemployee stock options have characteristigsfggntly different from those of traded
options, and because changes in the subjectivé agsumptions can materially affect the fair vadgémate, in management's opinion, the
existing models do not necessarily provide a rédiabngle measure of the fair value of its employeek options.

11. EMPLOYEE STOCK PURCHASE PLAN

Shareholders approved the 1998 Employee Stock BsedPlan in October 1998. The plan provides fditesgmi-annual offering periods

with an aggregate of 187,500 shares of the Compaoyhmon stock. Eligible employees include thosérgeat least two years of continuc
service at the beginning of the offering periodpwiork at least 20 hours per week, are not 5% eatgr shareholders, and who earn less thai
$80,000 per year in annual base salary. Employegsatect to have up to 10% of their regular batsrgavithheld for the purchase of shares
of the Company's common stock subject to limita aiaximum of 500 shares or $25,000 worth of Com&imck per year. The Company
grants each participant an option to purchase etettt day of the six month offering period the hemof full shares of Common Stock as
their payroll deductions for that period will allcat the Option price for the period. The optiorcerior any period is ordinarily the lesser of
85% of the closing price of the stock on the finstast day of the offering period or the nearegirpday on which trading occurred. The first
offering period began January 1, 1999. Employeeshaised a total of 4,495 shares in the offeringpdsrending June 30, 1999, and
December 31, 1999.

12. EMPLOYEE BENEFIT PLAN

The Company implemented a 401(k) Retirement Plaluiy 1993. Employees may join the plan after ozaryf service, providing they are
21 years or older. The Company has a 5 year vestingdule on the plan. The Company match for duafiyears ending 2000 and 1999 was
$21,925 and $22,360, respectively.
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ENGINEERING MEASUREMENTS COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
13. FAIR MARKET VALUE OF FINANCIAL INSTRUMENTS

Estimated fair value of financial instruments hieldpurposes other than trading are as followsfasail 30:

2000 1999
C ARRYING FAIR CARRYING FAIR
VALUE VALUE VALUE VALUE
Cash and cash equivalents....................... $ 609,050 $609,050 $697,697 $697,697
Short-term investments...............ccccuveee. 615,793 615,793 556,288 556,288
Note receivable...........cccccvvvvvereeennnn. 0 0 138,920 138,920

The following methods and assumptions were usedtimate the fair market value of each class @frfaial instruments for which it is
practicable to estimate that value.

Cash, Cash Equivalents, and Note Receivable
The carrying amount approximates fair value becatfisiee short maturity of those instruments.

14. SUBSEQUENT EVENT

On July 6, 2000, the Company's Board of Directated unanimously to sign a definitive agreemergrtter into a merger to be accounted
as a pooling of interests with Advanced Energy stdes, Inc., a Delaware corporation headquarteré&art Collins, Colorado. Under the
terms of the agreement, all of EMCO's outstandmmgmon stock as of the effective date of the mengktbe exchanged for shares of
Advanced Energy Industries, Inc. common stock baget an exchange ratio. The exchange ratio isrdeted by dividing 900,000 by the
sum of EMCO's outstanding shares plus outstanditigres as of the closing of the transaction. Ihtended that this merger qualify as a
reorganization within the meaning of Section 36&hef Internal Revenue Code of 1986, as amenddéderal income tax purposes.
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ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None
PART Il

ITEM 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE COM PANY; COMPLIANCE WITH SECTION
16(a) OF THE EXCHANGE ACT.

The following table sets forth the name and ageash Director and Executive Officer of the Compangicating all positions and offices
with the Company presently held by him, and théggeduring which he has served as such:

YEAR
ELECTED AS
DIRECTOROR P OSITION, DATE FIRST HELD AND PRINCIPAL OCCUPATION

NAME OF DIRECTOR OR OFFICER AGE OFFICER (FOR PAST FIVE YEARS)

Charles E. Miller.......... 62 1967 Ch ief Executive Officer, President, Director and
Ch airman of the Board, previously President from
19 67 to 1987; Member of the Board of Director Option
Co mmittee.

Saeid Hosseini............. 37 1995 Vi ce President of Sales and Marketing. Previously
Na tional Sales Manager, Product Line Manager, and
Ma nager of Applications Engineering. Employed by the
Co mpany for more than five years prior to this
re port.

Ken Teegardin.............. 38 1997 Vi ce President of Operations. Previously Director of
Ma nufacturing since February 1995. Employed in a
ma nufacturing management capacity at Johnson
Yo kogawa Corporation, Newnan, Georgia, which is not
an affiliate of the Company, for more than five
ye ars prior to the date of this report. Mr.

Te egardin resigned effective June 23, 2000.

William A. Ringer.......... 66 1978 Di rector, Member of the Audit and Compensation
Co mmittees; Former President of Granville Phillips
Co mpany, Boulder, Colorado, which is not an
af filiate of the Company. Employed by Granville
Ph illips in an executive capacity for more than five
ye ars prior to the date of this report.

Thomas G. Miller........... 53 1995 Di rector, Member of the Incentive Plan and
Co mpensation Committees; CEO and physician of
Co llege Park Family Care Center of Overland Park,
Ka nsas, which is not an affiliate of the Company.

Em ployed by College Park Family Care Center in an
ex ecutive capacity for more than five years prior to
th e date of this report.

Walter Kluck............... 72 1995 Di rector, Member of the Audit, Compensation, and
In centive Plan Committees; CEO of Industrial
Re presentatives, Inc. of Clifton, New Jersey, which
is not an affiliate of the Company. Employed by
In dustrial Representatives, Inc. in an executive
ca pacity for more than five years prior to the date
of this report.
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YEAR

ELECTED AS
DIRECTOROR P OSITION, DATE FIRST HELD AND PRINCIPAL OCCUPATION
NAME OF DIRECTOR OR OFFICER AGE OFFICER (FOR PAST FIVE YEARS)
Trung T. Doan.............. 41 2000 Di rector, Member of the Audit Committee. Vice
Pr esident of Process Development at Micron
Te chnology, Inc., Boise, Idaho, which is not an
af filiate of the Company. Director of Nutool
Co rporation, Santa Clara, California, which is not
an affiliate of the Company. Employed by Micron
Te chnology, Inc. in an executive capacity for more
th an five years prior to the date of this report.

The Board of Directors has standing Audit, Compgasaand Incentive Plan Committees. Mr. Ringer, Kiuck and Mr. Doan constitute tl
members of the Audit Committee, and Messrs. Thowliisr, Ringer, and Kluck serve on the Compensat@mmmittee. Mr. Kluck and Mr.
Thomas Miller serve on the Incentive Plan Commitidee Audit Committee reviews financial statemefitsee Audit Committee met once
during the fiscal year ending April 30, 2000. Thengpbensation Committee meets informally as requivegcommend to the Board of
Directors the compensation to be paid to the afficé the Company and to recommend to the Boafirefctors any other profit sharing and
bonus issues that may come before the Board ot@ire The entire Board of Directors administesslticentive Plan. Incentive Plan
Committee and the Board of Director Option Comreitteake recommendations regarding the Incentive Blach Committees did not meet
formally during the last fiscal year.

The Board of Directors held five meetings during fiscal year ending April 30, 2000. All Directatiended all meetings of the Board of
Directors and all committees on which they serve.

All Directors hold office until the next annual ntieg of the shareholders of the Company or unéirtsuccessors have been elected and
qualified. Officers serve at the discretion of Bmard of Directors and are elected annually.

None of the Directors have been involved in arigdiion or bankruptcy during the past five yei
Charles E. Miller, Thomas G. Miller and David S.IWii are brothers. David Miller is one of the Compa investment brokers.
COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXC HANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act of41&@Rjuires the Company's officers and directord,m@rsons who own more than ten
percent of a registered class of the Company'syegecurities, to file reports of ownership andraes in ownership with the Securities and
Exchange Commission. Officers, directors and graatn ten-percent shareholders are required by 8g@ation to furnish the Company
with the copies of all Section 16(a) forms theg fiBased solely on review of the copies of sucmfofurnished to the Company, or written
representations that no Forms 5 were requiredCtmpany believes that during the last fiscal yakiSection 16(a) filing requirements
applicable to its officers, directors and greal@mntten-percent beneficial owners were complieti.wit
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ITEM 10. EXECUTIVE COMPENSATION

The following table sets forth all cash compensatiwarded to, earned by, or paid to the CompartyisfExecutive Officer for services in
capacities to the Company during the fiscal yededmpril 30, 2000. There were no other executiffiears of the Company who earned
$100,000 or more during fiscal year 2000.

SUMMARY COMPENSATION TABLE

LONG TERM COMPENSATION

AWARDS PAY ouTS
() (G) 0)
ANNUAL COMPENSATI ON OTHER  (F)  SECURITIES ALL
(A e ANNUAL RESTRICTED UNDERLYING  ( H) OTHER
NAME AND ®) (© (D) COMPEN- STOCK  OPTIONS/ L TIP  COMPEN-
PRINCIPAL POSITION ~ YEAR SALARY($) BO NUS($) SATION($) AWARDS($) SAR'S(#) PAYO UTS($) SATION($)
Charles E. Miller,......... 1998 $135,000 $0  $67,500 0 0 0  $1,350
CEO and Chairman 1999 $135,000 $0 0 0 0 0 $1,350
of the Board 2000 $135,000 $0 0 o0 0 0 $1,350
Other Annual Compensation reflects the dollar valtidhe market price over the exercise price omoogtexercised.
Other Compensation reflects the matching portiothefCompany's 401K plan.
OPTION/SAR GRANTS IN LAST FISCAL YEAR
None.
AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR AND FY-END OPTION/SAR VALUES
(D)
NUMBER OF
SECURITIES E)
UNDERLYING  VALUE OF UNEXERCISED
UNEXERCISED IN-TH E-MONEY
OPTIONS/SAR'S AT OPTIONS ISAR'S AT
(B) FY-END(#) FY-E ND($)
SHARES e
(A) ACQUIRED (©) EXERCISABLE/ EXERC ISABLE/
NAME ON EXERCISE(#) VA LUE REALIZED($)  UNEXERCISABLE UNEXER CISABLE
Charles E. Miller............. 0 $0 6,250/0 $12, 500/$0
6,250/0 $9, 375/$0

LONG-TERM INCENTIVE PLANS -- AWARDS IN LAST FISCAL YEAR
None.
COMPENSATION OF DIRECTORS

Directors who are not employees of the Companyivedean annual Director's fee of $3,000. This fepdid whether or not the Director
attends meetings of the Board and its Committees.

In fiscal year 1999, stock options to purchase 0% ghares were issued to the outside directorssfgleRinger, Kluck and Thomas Miller
were each issued options to purchase 25,000 sharféscal year 2000, stock options to purchas®@Q® were issued to the new director, Mr.
Doan.
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EMPLOYMENT CONTRACTS AND TERMINATION OF EMPLOYMENT  AND CHANGE IN CONTROL ARRANGEMENTS.

Upon the occurrence of a Change in Control, eadio®granted under the Company's 1997 Incentiva Blal outstanding at such time shall
become fully and immediately exercisable and sieatlain exercisable until its expiration, terminatar cancellation pursuant to the terms of
the Plan. A Change of Control is where any persdro(is not such a person on August 1, 1997) becahse®eneficial owner" directly or
indirectly, of securities of EMCO representing 36%more of EMCO's outstanding securities.

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT.

The following table sets forth as of June 30, 2088,number and percentage of the Company's sbaf&smmon Stock owned of record and
beneficially by each person owning more than fieecent (5%) of such Common Stock and by all indigiidirectors and officers and by all
directors and officers as a group:

NAME OF AMOUNT AND NATURE PERCENT
TITLE OF CLASS BENEFICIAL OWNER OF OWNERSHIP OF CLASS
Common Stock  Charles E. Miller................. 1,556,432(1) 37.7
Common Stock  William A. Ringer....cccoceeeeee. s 123,625(2) 3.0
Common Stock  Saeid Hosseini.........ccceeeeeee. e 89,250(3) 2.2
Common Stock  David S. Miller........ccceeeee. L 492,398(4) 12.0
Common Stock  Walter Kluck......c.ccccoeeeeeee. 25,855(5) 0.6

Common Stock  Thomas G. Miller
Common Stock  Ken Teegardin....
Common Stock  Trung T. Doan....................

All Directors and Officers as a Group (Seven Person

520,774(6)  12.6
36,000(7) 0.9
15,000(8) 0.4

2,366,936 55.4

(1) Record and Beneficial; includes 1,543,932 shafecommon stock owned directly; an option to pase 12,500 shares of common stock
under the 1991 Incentive Plan; Mr. Miller has sad¢ing and investing power on 1,476,057 of the advsieares; the remaining 67,875 shares
have shared voting and investment power. Charld4ilier's business address is 600 Diagonal Highviayngmont, CO 80501.

(2) Record and Beneficial; Mr. Ringer has sole mptand investment power on 98,125 shares of thedwhares; the remaining 500 shares
have shared voting and investment power. Mr. Ridgy has an option to purchase 25,000 sharesmwhon stock pursuant to the 1997
Incentive Plan. William

A. Ringer's address is P.O. Box 1018, Wilson, W9B8&

(3) Record and Beneficial; includes 61,750 shafemmmon stock owned with sole voting and investhpawer; an option to purchase
15,000 shares of common stock under the 1991 liveeRtan and an option to purchase 12,500 sharmdsruhe 1997 Incentive Plan. Saeid
Hosseini's business address is 600 Diagonal Highl@ygmont, CO 80501.

(4) Record and Beneficial; includes 492,398 shafemmmon stock owned. David Miller has sole votargl investment power for 450,488
of the shares; the remaining 41,910 shares havedkating and investment power. David S. Milldriisiness address is 420 E. Armour, N.
Kansas City, MO 64166.

(5) Record and Beneficial; includes 855 sharesairoon stock owned with sole voting and investmentgr; and an option to purchase
25,000 shares of common stock under the 1997 liveeRtan. Walter Kluck's business address is P@x. 41, Clifton, NJ 07015.

(6) Record and Beneficial; Mr. Miller has sole vgtiand investment power on 491,837 of the owneteshthe remaining 3,937 shares have
shared voting and investment power. Mr. Miller basoption to purchase 25,000 shares of common stod&r the 1997 Incentive Plan.
Thomas G. Miller's business address is 11725 Wthlg@, Overland Park, KS 66210.
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(7) Record and Beneficial; includes 1,000 sharesoaimon stock owned with sole voting and investnpamter; and an option to purchase
12,500 shares of common stock under the 1991 liveeRtan and an option to purchase 22,500 shamsrihe 1997 Incentive Plan. Ken

Teegardin's business address is 600 Diagonal Highveagmont, CO 80501.

(8) Record and Beneficial; Mr. Doan has an optmpurchase 15,000 shares of common stock undd9®ié Incentive Plan. Trung T. Doa

business address is 8000 S. Federal Way, Boideo 88.707-0006.

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

None.

PART IV
ITEM 13. EXHIBITS AND REPORTS ON FORM 8-K.
(a) EXHIBITS

EXHIBIT

NUMBER ITEM

3 Articles of Incorporation and By-laws fil
and 2.2, respectively, to Registrant's Re
2-69601 filed with the Commission and her
reference.

3-1  Atrticles of Amendment to Articles of Inco
as Exhibit 3-1 to Registrant's 10-K for t
ended April 30, 1988 filed with the commi
incorporated by reference.

10-1 Loan agreement between the Registrant and
National Bank of Denver, dated September
Exhibit 10-2 to Registrant's 10-K for the
30, 1990 filed with the Commission and he
by reference.

10-4 Loan agreement between the Registrant and
dated April 9, 1990, filed as Exhibit 10-

Report on Form 10-K for the year ended Ap
hereby incorporated by reference.

10-5 Voting Agreement, Agreement and Plan of M
Agreement, Sale and Licensing Agreement,
and Licensing Agreement, Manufacturing an
and Agreement by and between the Company,
Auditors Company, Marcum Natural Gas Serv
Colorado National Bank of Denver incorpor
reference to Exhibits 2.1, 2.2, 2.3, 2.4,
respectively, to registrant's Form 8-K da

10-7 1991 Non-Employee Director Stock Plan, fi
to the Company's Report on Form 10-K for
April 30, 1992 and hereby incorporated by

10-9 Delivery Contract EMCO -- Danfoss, Delive
Danfoss -- EMCO, and License Agreement, d
filed as Exhibit 10-9 to the Company's Re
for the year ended April 30, 1992 and her
reference.

10-10 Loan agreement between the Registrant and
dated June 10, 1993; filed as Exhibit 10-
Report on Form 10-KSB for the year ended
hereby incorporated by reference.

10-11 1991 Incentive Plan filed as Exhibit 10-1
Report on Form 10-KSB for the year ended
hereby incorporated by reference.

10-12  Agreement, dated July 9, 1993, among Patr
Corporation of Michigan, the Company and
Company, filed as Exhibit 10-12 to the Co
Form 10-Q for the quarter ended October 3
incorporated by reference.

10-13 Amendment to License Agreement, and Deliv
between Danfoss and EMCO, dated June 13,
Exhibit 10-13 on Form 10-KSB for the year
1994, and hereby incorporated by referenc
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EXHIBIT

NUMBER ITEM

10-15 1997 Incentive Plan as Exhibit A to the C
Statement for the Annual Meeting of Share
October 22,1997, filed on September 25, 1
incorporated by reference.

10-16 Amendment to License Agreement, and Deliv
between Danfoss and EMCO, dated October 6
Exhibit 10-16 on Form 10-KSB for the year
1999.

21  List of Registrant's Subsidiaries; filed
the Company's Report on Form 10-K for yea
1992, and hereby incorporated by referenc

23  Consent of Grant Thornton to incorporate
into the Registrant's S-8.

27  Financial Data Schedule for fiscal year e
2000.

99  Press Release

ompany's Proxy
holders held
997, and hereby

ery Contract
, 1998, filed as
ended April 30,

as Exhibit 22 to
r ended April 30,
e.

auditors report

nded April 30,

(b) REPORTS ON FORM 8-K
No reports on Form-K were filed during the quarter ended April 30020
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, EnginegMeasurements Company has duly
caused this report to be signed on its behalf byutidersigned, thereunto duly authorized.

ENGINEERING MEASUREMENTS COMPANY

By: /'s/ CHARLES E. M LLER

Charles E. Mller
(President)

Date: July 25, 2000

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been duly sigreldw by the following persons on bel
of the Registrant and in the capacities and ord#tes indicated.

/sl CHARLES E. MILLER /s/ WILLIAM A. RINGER
Charles E. Miller William A. Ringer
(Director, Principal Executive Officer, Principal (Director)
Financial Officer and Principal Accounting Officer ) July 25, 2000
July 25, 2000
/s WALTER KLUCK /sl THOMAS G. MILLER
Walter Kluck Thomas G. Miller
(Director) (Director)
July 25, 2000 July 25, 2000

/sl TRUNG T. DOAN

Trung T. Doan
(Director)
July 25, 2000
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INDEX TO EXHIBITS

EXHIBIT
NUMBER DESCRIPTION
3 Articles of Incorporation and By-laws fil
and 2.2, respectively, to Registrant's Re
2-69601 filed with the Commission and her
reference.

3-1 Articles of Amendment to Articles of Inco
as Exhibit 3-1 to Registrant's 10-K for t
ended April 30, 1988 filed with the commi
incorporated by reference.

10-1 Loan agreement between the Registrant and
National Bank of Denver, dated September
Exhibit 10-2 to Registrant's 10-K for the
30, 1990 filed with the Commission and he
by reference.

10-4 Loan agreement between the Registrant and
dated April 9, 1990, filed as Exhibit 10-

Report on Form 10-K for the year ended Ap
hereby incorporated by reference.

10-5 Voting Agreement, Agreement and Plan of M
Agreement, Sale and Licensing Agreement,
and Licensing Agreement, Manufacturing an
and Agreement by and between the Company,
Auditors Company, Marcum Natural Gas Serv
Colorado National Bank of Denver incorpor
reference to Exhibits 2.1, 2.2, 2.3, 2.4,
respectively, to registrant's Form 8-K da

10-7 1991 Non-Employee Director Stock Plan, fi
to the Company's Report on Form 10-K for
April 30, 1992 and hereby incorporated by

10-9 Delivery Contract EMCO -- Danfoss, Delive
Danfoss -- EMCO, and License Agreement, d
filed as Exhibit 10-9 to the Company's Re
for the year ended April 30, 1992 and her
reference.

10-10 Loan agreement between the Registrant and
dated June 10, 1993; filed as Exhibit 10-
Report on Form 10-KSB for the year ended
hereby incorporated by reference.

10-11 1991 Incentive Plan filed as Exhibit 10-1
Report on Form 10-KSB for the year ended
hereby incorporated by reference.

10-12 Agreement, dated July 9, 1993, among Patr
Corporation of Michigan, the Company and
Company, filed as Exhibit 10-12 to the Co
Form 10-Q for the quarter ended October 3
incorporated by reference.

10-13 Amendment to License Agreement, and Deliv
between Danfoss and EMCO, dated June 13,
Exhibit 10-13 on Form 10-KSB for the year
1994, and hereby incorporated by referenc

10-15 1997 Incentive Plan as Exhibit A to the C
Statement for the Annual Meeting of Share
October 22,1997, filed on September 25, 1
incorporated by reference.

10-16 Amendment to License Agreement, and Deliv
between Danfoss and EMCO, dated October 6
Exhibit 10-16 on Form 10-KSB for the year
1999.

21 List of Registrant's Subsidiaries; filed
the Company's Report on Form 10-K for yea
1992, and hereby incorporated by referenc

23 Consent of Grant Thornton to incorporate
into the Registrant's S-8.

27 Financial Data Schedule for fiscal year e
2000.

99 Press Release.
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THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE BALANCE SHEET AND
STATEMENT OF OPERATIONS FOUND ON PAGES 15, 16 AND OF THE COMPANY'S FORM 10-KSB FOR THE YEAR-TO-
DATE, AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCH O SUCH FINANCIAL STATEMENTS.

Contact:

Charles E. Miller Philip B ourdillon/Eugene Heller
President and CEO Silverma n Heller Associates
303-651-0550 310-208- 2550

ENGINEERING MEASUREMENTS COMPANY REPORTS
FISCAL YEAR-END RESULTS

LONGMONT, COLORADO -- JULY 26, 2000 -- ENGINEERINMEASUREMENTS COMPANY (NASDAQ -- NMS: EMCO) today
reported results for the twelve months ended A3j12000.

For the twelve months ended April 30, 2000 the Canypreported a net loss of $139,000, or $0.03 jhated share, on net sales of $9.2
million, compared to net income of $197,000, ol0$0per diluted share, on net sales of $9.7 miliiofiscal 1999.

At fiscal year-end the Company had $3.4 milliomiorking capital, no long-term debt, and stockhadtlequity of $6.4 million.

As announced on July 6, 2000, the Company haseshieto a definitive agreement to be acquired byakated Energy Industries, Inc.
(Nasdag -- NMS:

AEIS) in an exchange of stock. Under the termdiefagreement, which is subject to approval by EMG@ckholders and certain other
conditions, all of EMCO's outstanding common staslof the effective date of the merger will be exded for shares of Advanced Energy
Industries based upon an exchange ratio whichtesméned by dividing 900,000 by the sum of EMCQusstanding shares plus outstanding
options as of the closing of the transaction. At @ompany's fiscal year-end, there were outstaradpgoximately 4.1 million shares of
EMCO common stock and approximately 340,000 opttorurchase such shares of common stock

Engineering Measurements Company designs, manuéactand markets electronic and electro-mechapregision instruments for
measuring and controlling the flow of liquids, steaand gases, and also engages in contract elecmanted circuit board assembly.

"Safe Harbor" Statement under the Private Secsiifiggation Reform Act of 1995: The matters dissed in this news release contain
comments and forward-looking statements based emiplans, expectations, events, and financidliadustry trends which may affect the
Company's future operating results and financialtjpm. Such statements involve risks and uncei&gwhich cannot be predicted or
guantified and which may cause future activitied sesults of operations to differ materially fronose discussed above. The historical re:
achieved are not necessarily indicative of futuespects of the Company. For additional informatiesfier to the Company's filings with the
Securities and Exchange Commission.

(Statements of Operations Follow)
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ENGINEERING MEASUREMENTS COMPANY
STATEMENTS OF OPERATIONS AND COMPREHENSIVE OPERATIO NS

TWELVE MONTHS ENDED

APRIL 30,
2000 1999
......... $9,234,052 $9,694,913
......... 5,693,569 5,711,006
Gross margin on sales......cccoceeeevvicvenes L 3,540,483 3,983,907
Operating expenses:
INGeiiiiii e 1,917,928 2,142,086
......... 872,223 937,873
......... 880,932 790,252
......... 3,671,083 3,870,211
......... (130,600) 113,696
Other income/(expense):
Loss on sale of stock........coocvvveevvvceeeee. Ll (119,025) (6,574)
Interest eXpense......cccocvvveevvciieeenneeee (744) (266)
Interest and Dividend Income.........cccccceeee.. Ll 54,697 93,237
Other iNCoOmMe......ccoovvvvveiviiiic i 4,807 31,817
Total other income/(expense)......cccccceeeeee. L. (60,265) 118,214
Income/(loss) before income taxes..........cceeee. . . (190,865) 231,910
Income tax provision/(benefit)..........ccccceee. L (52,005) 34,972
Netincome/(I0SS).....cccvevveiiieiiieiceeeee $(138,860) $ 196,938
Other comprehensive income (loss)
Unrealized holding l0ss.....ccccoovvveeeeee (10,551) (12,441)
Tax benefit of stock option exercise............ ... 93,400 0
Comprehensive income (l0SS).....cuvvveveveeeeeens L (56,011) 184,497
Net earnings/(loss) per share........ccccoeeeeee. L $ (0.03) $ 0.05
Net earnings/(loss) per share on a fully diluted ba SiS...... $ (0.03) $ 0.05
Weighted average number of shares outstanding...... ... 4,082,890 4,021,729
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS

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

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

In addition, Advanced Energy's Bylaws provide thdvanced Energy shall indemnify its Executive Offis (as defined in Rule 3b-7
promulgated under the Exchange Act) and directord,any employee who serves as an Executive Officdirector of any corporation at
Advanced Energy's request, to the fullest extennjited under and in accordance with the DGCL,; ptest, however, that Advanced Energy
may modify the extent of such indemnification 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 indemnifimats required to be made under
Article XI, Section 43, Subsection

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

ITEM 21. EXHIBITS

The following is a list of Exhibits filed as part ihe Registration Statement:

EXHIBIT

NUMBER DESCRIPTION

2.1  Agreement and Plan of Reorganization date d as of July 6,
2000, by and among Advanced Energy Indust ries, Inc. (the
"Company"), Flow Acquisition Corporation and Engineering
Measurements Company (included as Appendi X A to the proxy
statement/prospectus filed as a part of t his registration
statement)

3.1 The Company's Restated Certificate of Inc orporation, as
amended(3)

3.2  The Company's By-laws(4)

4.1  Form of Specimen Certificate for the Comp any's Common
Stock(4)
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EXHIBIT

NUMBER DESCRIPTION

4.2  Indenture dated November 1, 1999 between
and Trust Company of California, N.A., as
Company (including form of 5 1/4% Convert
Note due 2006)(5)

4.3  The Company hereby agrees to furnish to t
request, a copy of the instruments which
of holders of long-term debt of the Compa
instruments not included as exhibits here
long-term debt in excess of 10% of the co
assets of the Company.

5.1  Opinion of Thelen Reid & Priest LLP as to
the securities being registered.*

8.1  Opinion of Thelen Reid & Priest LLP as to
income tax matters.*

10.1  Comprehensive Supplier Agreement, dated M
between Applied Materials Inc. and the Co

10.2  Purchase Order and Sales Agreement, dated
between Lam Research Corporation and the

10.3  Purchase Agreement, dated November 1, 199
Corporation and the Company.(6)+

10.4 Loan and Security Agreement, dated August
Silicon Valley Bank, Bank of Hawaii and t

10.5 Loan Agreement dated December 8, 1997, by
Valley Bank, as Servicing Agent and a Ban
Hawaii, as a Bank, and the Company, as bo

10.6 Lease, dated June 12, 1984, amended June
Prospect Park East Partnership and the Co
in Fort Collins, Colorado.(4)

10.7  Lease, dated March 14, 1994, as amended,
Properties, L.L.C., and the Company for p
Collins, Colorado.(4)

10.8 Lease, dated May 19, 1995, between Sharp
L.L.C. and the Company for a building in
Colorado.(4)

10.9 Lease agreement, dated March 18, 1996, an
June 21, 1996 and August 30, 1996, betwee
Products, Inc., and Laurel Oak Road, L.L.
Voorhees, New Jersey.(9)

10.10 Form of Indemnification Agreement.(4)

10.11 Employment Agreement, dated June 1, 1998,
Products, Inc., and Joseph Stach.(10)

10.12 1995 Stock Option Plan, as amended and re

10.13 1995 Non-Employee Directors' Stock Option

10.14 License Agreement, dated May 13, 1992 bet
Products and Plasma-Therm, Inc.(11)

10.15 Lease Agreement dated March 18, 1996 and
June 21, 1996 and August 30, 1996 between
Inc. and Laurel Oak Road, L.L.C. for offi
and warehouse space at 1007 Laurel Oak Ro
Jersey.(9)

10.16 Direct Loan Agreement dated December 20,
Power Products, Inc. and the New Jersey E
Authority.(9)

10.17 Lease, dated April 15, 1998, between Cros
Ltd., and the Company for property in Aus

10.18 Lease, dated April 15, 1998, between Came
Investors, Ltd., and the Company for prop
Texas.(1)

10.19 Agreement and Plan of Reorganization, dat
between the Company, Noah Holdings, Inc.
Sub, Inc.(2)

10.20 Escrow and Indemnity Agreement, dated Apr
the Company, the former stockholders of N
and Commercial Escrow Services, Inc.(2)

10.21 Merger Agreement, dated July 21, 2000, be
Sekidenko, Inc., Dr. Ray R. Dils and Merc
Corporation.(12)
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EXHIBIT

NUMBER DESCRIPTION

23.1 Consent of Arthur Andersen LLP.

23.2 Consent of KPMG LLP.

23.3 Consent of Grant Thornton LLP.

23.4  Consent of Quist Financial, Inc.

23.5 Consent of Thelen Reid & Priest LLP.(13)*

27.1  Financial Data Schedule for the Company.( 14)

99.1 Form of Proxy for shareholders of Enginee ring Measurements
Company.

99.2  Form of Voting Agreement for certain shar eholders of

Engineering Measurements Company.

(1) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3M 1998 (File No. 0-26966), filed
August 7, 1998.

(2) Incorporated by reference to the Company's Region Statement on Form S-3 (File No. 333-373filgd May 19, 2000.

(3) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece M 1999 (File No. 0-26966), filed
July 28, 1999.

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

(5) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 999 (File No. 0-26966), filed
March 20, 2000.

(6) Incorporated by reference to the Company's AahReport on Form 10-K for the year ended Decertied 995 (File No. 0-26966), filed
March 28, 1996, as amended.

(7) Incorporated by reference to the Company's Redion Statement on Form S-3 (File No. 333-340f@d August 21, 1997, as amended.

(8) Incorporated by reference to the Company's AahReport on Form 10-K for the year ended DecerBtied 997 (File No. 0-26966), filed
March 24, 1998.

(9) Incorporated by reference to RF Power Prodéataual Report on Form 10-K for the fiscal year eldNovember 30, 1996 (File No. O-
20229), filed February 25, 1997.

(10) Incorporated by reference to the Company'suahReport on Form 10-K for the year ended Decer3thed 998 (File No. 0-26966), filed
March 24, 1999.

(11) Incorporated by reference to RF Power Prod&esgistration Statement on Form 10 (File N@2D229), filed May 19, 1992 as amenc

(12) Incorporated by reference to the Company'stqug Report on Form 10-Q for the quarter endenkeJ80, 2000 (File No. 0-26966), filed
August 4, 2000.

(13) Included in Exhibits 5.1 and 8.1.

(14) Incorporated by reference to the Company'seédtiReport on Form 8-K dated August 10, 2000dfeigust 14, 2000 (File No. 000-
26966).

* To be filed by amendment.
+ Confidential treatment has been granted for postiof this agreement
ITEM 22. UNDERTAKINGS

(1) The undersigned Registrant hereby undertalasfdr purposes of determining any liability untlee Securities Act of 1933, each filing
the Registrant's annual report pursuant to Sed&ga) or Section 15(d) of the Securities Exchangeoh 1934 (and, where applicable, each
filing of an employee
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benefit plan's annual report pursuant to Sectiqa)1&f the Securities Exchange Act of 1934) thahgorporated by reference in the
Registration Statement shall be deemed to be a@giatration statement relating to the securitiésred therein, and the offering of such
securities at that time shall be deemed to berttialibona fide offering thereof.

(2) The undersigned Registrant hereby undertakésllaw/s: that prior to any public offering of theecurities registered hereunder througf
of a prospectus which is a part of this Registratatement, by any person or party who is deeméed an underwriter within the meaning
Rule 145(c), the undersigned Registrant underttia@ssuch offering prospectus will contain the mfation called for by the applicable
registration form with respect to reofferings bygmns who may be deemed underwriters, in additdhe information called for by the other
Items of the applicable form.

(3) The Registrant undertakes that every prospéittisat is filed pursuant to paragraph (1) imnagelly preceding, or (ii) that purports to
meet the requirements of Section 10(a)(3) of thead is used in connection with an offering ofisées subject to Rule 415, will be filed
a part of an amendment to the Registration Statearehwill not be used until such amendment isatiffe, and that, for purposes of
determining any liability under the Securities Aft1933, each such post-effective amendment sballdemed to be a new Registration
Statement relating to the securities offered timei@nd the offering of such securities at that tghell be deemed to be the initial bona fide
offering thereof.

(4) Insofar as the indemnification for liabilitiesising under the Securities Act of 1933 may beniiged to directors, officers and controlling
persons of the Registrant pursuant to the foregpiogisions, or otherwise, the Registrant has laek#ised that in the opinion of the
Securities and Exchange Commission such indemtidités against public policy as expressed in tlet ad is, therefore, unenforceable. In
the event that a claim for indemnification agassth liabilities (other than the payment by the iBtegnt of expenses incurred or paid by a
director, officer or controlling person of the Re&tgant in the successful defense of any actiohosyproceeding) is asserted by such director,
officer or controlling person in connection withetlecurities being registered, the Registrant willess in the opinion of its counsel the
matter has been settled by controlling precedeibing to a court of appropriate jurisdiction theegtion whether such indemnification by it is
against public policy as expressed in the Act aitidoe governed by the final adjudication of sushuie.

(5) The undersigned Registrant hereby undertakessfmond to requests for information that is inooaped by reference into the Prospectus
pursuant to ltems 4, 10(b), 11 or 13 of this Fowithin one business day of receipt of such requagt,to send the incorporated document
first class mail or other equally prompt meanssTihtludes information contained in documents fdetisequent to the effective date of the
Registration Statement through the date of responidi the request.

(6) The undersigned Registrant hereby undertakespply by means of a post-effective amendmentfadtmation concerning a transaction,
and the company being acquired involved thereit, Was not the subject of and included in the Resdien Statement when it became
effective.
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SIGNATURES

Pursuant to the requirements of the Securities thetregistrant has duly caused this registratiatesent to be signed on its behalf by the
undersigned, thereunto duly authorized, in the @itifort Collins, state of Colorado, on August 2000.

Advanced Energy Industries, Inc., a Delaware caton

By: /'s/ RI CHARD P. BECK

Ri chard P. Beck
Seni or Vice President
and Chief Financial Oficer

POWER OF ATTORNEY

Each person whose signature appears below hergoyné® Douglas S. Schatz and Richard P. Beck, aod ef them severally, acting alone
and without the other, his true and lawful attorr@yact with authority to execute in the name atle such person, and to file with the
Securities and Exchange Commission, together vayhexhibits thereto and other documents therewitly,and all amendments (including
without limitation post-effective amendments) testhegistration statement necessary or advisatda@able the registrant to comply with the
Securities Act and any rules, regulations and reguents of the Securities and Exchange Commissiogespect thereof, which amendments
may make such changes in this registration stateatetine aforesaid attorney-in-fact deems apprepréand to so execute and file a
registration statement and any post-effective ammemd thereto for the same offering covered by riigstration statement that is to be
effective upon filing pursuant to Rule 462(b) untiex Securities Act.

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

Date: August 10, 2000 /s/ DOUGLAS S. SCHATZ

Douglas S. Schatz
C hief Executive Officer and
Chairman of the Board
P rincipal Executive Officer)

Date: August 10, 2000 /s/ HOLLIS L. CASWELL

Hollis L. Caswell
Presid ent, Chief Operating Officer and
Director

Date: August 10, 2000 /s/ RICHARD P. BECK

Richard P. Beck
Senior Vice President, Chief Financial
Officer and Director
rin cipal Financial and Accounting
Pri ipal Fi ial and Al i
Officer)

Date: August 10, 2000 /sl G. BRENT BACKMAN

G. Brent Backman
Director
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Date

Date

Date

Date

Date

: August , 2000

: August 10, 2000

: August , 2000

: August 10, 2000

: August 10, 2000

Trung Doan
Director

/sl ARTHUR A. NOETH

Arthur A. Noeth
Director

Elwood Spedden
Director

/sl GERALD STAREK

Gerald Starek
Director

/sl ARTHUR ZAFIROPOULO

Arthur Zafiropoulo
Director

I1-6



EXHIBIT INDEX

EXHIBIT

NUMBER DESCRIPTION

2.1  Agreement and Plan of Reorganization date
2000, by and among Advanced Energy Indust
"Company"), Flow Acquisition Corporation
Measurements Company (included as Appendi
statement/prospectus filed as a part of t
statement)

3.1 The Company's Restated Certificate of Inc
amended(3)

3.2  The Company's By-laws(4)

4.1  Form of Specimen Certificate for the Comp
Stock(4)

4.2  Indenture dated November 1, 1999 between
and Trust Company of California, N.A., as
Company (including form of 5 1/4% Convert
Note due 2006)(5)

4.3  The Company hereby agrees to furnish to t
request, a copy of the instruments which
of holders of long-term debt of the Compa
instruments not included as exhibits here
long-term debt in excess of 10% of the co
assets of the Company.

5.1  Opinion of Thelen Reid & Priest LLP as to
the securities being registered.*

8.1  Opinion of Thelen Reid & Priest LLP as to
income tax matters.*

10.1  Comprehensive Supplier Agreement, dated M
between Applied Materials Inc. and the Co

10.2  Purchase Order and Sales Agreement, dated
between Lam Research Corporation and the

10.3 Purchase Agreement, dated November 1, 199
Corporation and the Company.(6)+

10.4  Loan and Security Agreement, dated August
Silicon Valley Bank, Bank of Hawaii and t

10.5 Loan Agreement dated December 8, 1997, by
Valley Bank, as Servicing Agent and a Ban
Hawaii, as a Bank, and the Company, as bo

10.6 Lease, dated June 12, 1984, amended June
Prospect Park East Partnership and the Co
in Fort Collins, Colorado.(4)

10.7  Lease, dated March 14, 1994, as amended,
Properties, L.L.C., and the Company for p
Collins, Colorado.(4)

10.8 Lease, dated May 19, 1995, between Sharp
L.L.C. and the Company for a building in
Colorado.(4)

10.9 Lease agreement, dated March 18, 1996, an
June 21, 1996 and August 30, 1996, betwee
Products, Inc., and Laurel Oak Road, L.L.
Voorhees, New Jersey.(9)

10.10  Form of Indemnification Agreement.(4)

10.11 Employment Agreement, dated June 1, 1998,
Products, Inc., and Joseph Stach.(10)

10.12 1995 Stock Option Plan, as amended and re

10.13 1995 Non-Employee Directors' Stock Option

10.14 License Agreement, dated May 13, 1992 bet
Products and Plasma-Therm, Inc.(11)

10.15 Lease Agreement dated March 18, 1996 and
June 21, 1996 and August 30, 1996 between
Inc. and Laurel Oak Road, L.L.C. for offi
and warehouse space at 1007 Laurel Oak Ro
Jersey.(9)

10.16 Direct Loan Agreement dated December 20,
Power Products, Inc. and the New Jersey E
Authority.(9)

d as of July 6,
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and Engineering
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his registration
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Plan.(10)
ween RF Power

amendments dated
RF Power Products,
ce, manufacturing
ad, Voorhees, New

1996 between RF

conomic Development



EXHIBIT

NUMBER

10.17

DESCRIPTION

Lease, dated April 15, 1998, between Cros
Ltd., and the Company for property in Aus

s Park Investors,
tin, Texas.(1)

10.18 Lease, dated April 15, 1998, between Came ron Technology
Investors, Ltd., and the Company for prop erty in Austin,
Texas.(1)

10.19 Agreement and Plan of Reorganization, dat ed April 5, 2000,

10.20

between the Company, Noah Holdings, Inc.
Sub, Inc.(2)
Escrow and Indemnity Agreement, dated Apr

the Company, the former stockholders of N

and Commercial Escrow Services, Inc.(2)

and AE Cal Merger

il 5, 2000, between
oah Holdings, Inc.

10.21 Merger Agreement, dated July 21, 2000, be tween the Company,
Sekidenko, Inc., Dr. Ray R. Dils and Merc ury Merger
Corporation.(12)

23.1  Consent of Arthur Andersen LLP.

23.2  Consent of KPMG LLP.

23.3  Consent of Grant Thornton LLP.

23.4  Consent of Quist Financial, Inc.

23.5 Consent of Thelen Reid & Priest LLP.(13)*

27.1 Financial Data Schedule for the Company.( 14)

99.1 Form of Proxy for shareholders of Enginee ring Measurements

99.2

Company.
Form of Voting Agreement for certain shar
Engineering Measurements Company.

eholders of

(1) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endece3M 1998 (File No. 0-26966), filed

August 7, 1998.

(2) Incorporated by reference to the Company's fegion Statement on Form S-3 (File No. 333-373fiig@d May 19, 2000.

(3) Incorporated by reference to the Company'stqugirReport on Form 10-Q for the quarter endeceBM 1999 (File No. 0-26966), filed

July 28, 1999.

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

amended.

(5) Incorporated by reference to the Company's AahReport on Form 10-K for the year ended Decertied 999 (File No. 0-26966), filed
March 20, 2000.

(6) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 995 (File No. 0-26966), filed
March 28, 1996, as amended.

(7) Incorporated by reference to the Company's fedion Statement on Form S-3 (File No. 333-340f8@d August 21, 1997, as amended.

(8) Incorporated by reference to the Company's AhReport on Form 10-K for the year ended Decer3tied 997 (File No. 0-26966), filed
March 24, 1998.

(9) Incorporated by reference to RF Power Prodéataual Report on Form 10-K for the fiscal year edNovember 30, 1996 (File No. O-
20229), filed February 25, 1997.

(10) Incorporated by reference to the Company'suahReport on Form 10-K for the year ended Decer3thed 998 (File No. 0-26966), filed
March 24, 1999.

(11) Incorporated by reference to RF Power Prod&ggistration Statement on Form 10 (File N@2B229), filed May 19, 1992 as amenc

(12) Incorporated by reference to the Company'stgug Report on Form 10-Q for the quarter endenJ80, 2000 (File No. 0-26966), filed
August 4, 2000.

(13) Included in Exhibit 5.1 and 8.1.

(14) Incorporated by reference to the Company'sédaiReport on Form 8-K dated August 10, 2000dfdeigust 14, 2000 (File No. 000-
26966).

* To be filed by amendmer
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EXHIBIT 4.3

We hereby agree to furnish to the SEC, upon regaexipy of the instruments which define the rigiftaolders of our long-term debt. None
of such instruments not included as exhibits is #orm S-4 represents long-term

debt in excess of 10% of our consolidated totattss



EXHIBIT 23.1
[LOGO OF ARTHUR ANDERSEN]
CONSENT OF INDEPENDENT ACCOUNTANTS

As independent public accountants, we hereby cdnsehe use of our report incorporated by refeeenchis registration statement of our
report dated February 8, 2000 (except with resfomettte matters discussed in Notes 1 and 19, asichwhe date is July 24, 2000) includec

Advanced Energy Industries, Inc.'s Form 8-K dateduyst 10, 2000 and to all references to our Firctughed in this Registration Statement
(File No.).

/'s/ ARTHUR ANDERSEN LLP

Denver, Col orado

August 10, 2000



EXHIBIT 23.2
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-4 of Advanceddnindustries, Inc. of our report
dated January 16, 1998 with respect to the coreteliistatements of income, shareholders' equitycash flows of RF Power Products, Inc.
for the year ended November 30, 1997 and the retatkedule (not presented herein), which reporeaggpin the annual report on the Form
10-K of Advanced Energy Industries, Inc. for theayended December 31, 1999.

/sl KPMG LLP

Phi | adel phi a, Pennsyl vani a

August 10, 2000



EXHIBIT 23.3

CONSENT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

We have issued our report dated June 15, 2000 gaonying the financial statements of Engineering stie@ments Company appearing in
the 2000 Annual Report of the Company to its shaldsgrs on Form 10-KSB for the year ended April 3000, which is incorporated by
reference in this Registration Statement on Forfng®d Prospectus. We consent to the incorporatioeference in the Registration
Statement on Form S-4 and Prospectus of the afot@aned report and to the use of our name as agpunder the caption "Experts."

/'sl GRANT THORNTON LLP
Denver, Col orado

August 11, 2000



QUIST FINANCIAL, INC.
BUSINESS VALUATIONS AND SECURITIES ANALYSIS
EXHIBIT 23.4

CONSENT OF QUIST FINANCIAL, INC.
August 9, 2000

Board of Directors

Advanced Energy Industries, Inc.
1625 Sharp Point Drive

Fort Collins, CO 80525

RE: REGISTRATION STATEMENT OF ADVANCED
ENERGY INDUSTRIES, INC. ON FORM S-4 ("AEI")

Ladies and Gentlemen:

Reference is made to our opinion letter (the "Qpil) dated June 29, 2000 with respect to the fasrirom a financial point of view to the
holders (the "Holders") of the outstanding shafesooamon stock (the "Shares"), of Engineering Measient Company ("EMCQO") of the
Exchange Ratio (the "Exchange Ratio") pursuanh¢ogreement and Plan of Reorganization (the "BfdReorganization"), dated as of July
6, 2000 by and among EMCO and AEI. The Exchang®Rauals the number of Shares determined by digi¢i) 900,000 by

(i) the total number of (A) outstanding Sharessp{B) the outstanding EMCO options.

The Opinion is provided for the information of tBeard of Directors of EMCO in connection with itga¢uation of the transaction
contemplated in the Plan of Reorganization anaisnmtended to be and does not constitute a recordat®n of the business combination
proposed therein to the Company or a recommendgtiany stockholder as to how such stockholder lshaate on any matters relating to
such business combination.

We hereby consent to the reference to the Opinmaleuthe captions "Summary of the Merger", "Recomuagion of the EMCO Board of
Directors and EMCO's Reasons for the Merger" angirfion of Quist Financial, Inc.” and to the inclosiof the Opinion in the Proxy
Statement/Prospectus included in the above-memtiRagistration Statement, as amended.

Very truly yours,

/'s/ M BRETT SUCHOR

M Brett Suchor, CFA ASA
Managi ng Director



EXHIBIT 99.1

FOR USE BY THE SHAREHOLDERS OF COMMON STOCK OF ENGI NEERING MEASUREMENT COMPANY.
Engineering Measurements Company

600 Diagonal Highway

Longmont, CO 80501

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS OF ENGINEERING MEASUREMENTS
COMPANY.

The undersigned hereby appoints Charles Miller\&fiitiam Ringer as Proxies, each with the powergpaint his substitute, and hereby
authorizes each of them to represent and to vetdesignated below, all the shares of the comnamk spar value $.01 per share ("EMCO
Shares"), of Engineering Measurements Company ("BN)@eld of record by the undersigned on , 200@hatspecial meeting of
shareholders of EMCO to be held on , 2000 and dijguenment thereof (the "Special Meeting™).

The Board of Directors of EMCO has approved theddeAgreement (each as defined in the accompamBiiagy Statement/ Prospectus)
recommends that holders of EMCO Shares vote FORaahof the Merger Agreement.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTEINITHE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
SHAREHOLDER. IF NO DIRECTION IS GIVEN, THIS PROXY WL BE VOTED FOR PROPOSAL 1.

Please mark, sign, date and promptly return thogycard using the enclosed envelope. If your asfdigincorrectly shown, please print
changes.

ENGINEERING MEASUREMENTS COMPANY
PLEASE MARK VOTE IN BOX IN THE FOLLOWING MANNER USI NG DARK INK ONLY.

[X] PLEASE MARK YOUR
VOTES AS IN THIS
EXAMPLE.

Engineering Measurement Company will hold a speuting of shareholders on, 2000 at a.m. moutitam at EMCO's offices at 600
Diagonal Highway, Longmont, Colorado 80501, for fbkkowing purposes:

1. To approve a merger agreement, dated as o6J@§00, between EMCO, Advanced Energy Industhies, a Delaware corporation
("Advanced Energy"), and Flow Acquisition Corpoaatj a Colorado corporation and a wholly owned siiasy of Advanced Energy, that
provides among other things, for a merger of Flozguisition into EMCO so that EMCO will become a Wp@wned subsidiary of
Advanced Energy and you will become a stockholdéxdvanced Energy.

[] FOR [] AGAINST [] ABSTAIN

2. Except as set forth in the accompanying ProsyeBtent/Prospectus, in their discretion, the Psoaie authorized to vote upon such other
business as may properly come before the Speciatiivp

All other proxies heretofore given by the undersigito vote EMCO Shares which the undersigned wbeldntitled to vote if personally
present at the Special Meeting, are hereby expresebked.

ALL PROPOSALS ARE PROPOSED BY THE BOARD OF DIRECTORS OF EMCO. THIS PROXY

CONFERS DISCRETIONARY AUTHORITY IN RESPECT TO MATTE RS NOT KNOWN OR DETERMINED AT
THE TIME OF THE MAILING OF THE NOTICE OF THE SPECIA L MEETING OF SHAREHOLDERS TO
THE UNDERSIGNED.

BY SIGNING THIS PROXY THE SIGNATORY AUTHORIZES ITS TRANSMISSION TO EMCO OF

THIS PROXY BY ELECTRONIC MEANS INCLUDING TELECOPY.
Dated: , 2000

Signature(s)

Signature(s)



Please date this proxy and sign it exactly as yame or name(s) appear above. When shares arpimtlyl both must sign. When signing
an attorney, executor, administrator, trustee ardjan, please give full title as such. If shamesteeld by a corporation, please sign in full
corporate name by the President or other authoo#fegbr. If shares are held by a partnership,

please sign in partnership name by an authorizesbpe



EXHIBIT 99.2
FORM OF VOTING AGREEMENT

VOTING AGREEMENT (this "Agreement"), dated as ofydg, 2000, by and among Advanced Energy Industties, a Delaware
corporation ("Parent"), Flow Acquisition Corporatja Colorado corporation and a wholly-owned subsjof Parent ("Merger Sub"), and
("Shareholde!

WHEREAS, Shareholder is, as of the date hereofreaberd and beneficial owner of share®ofmon stock (the "Common
Stock™) of Engineering Measurements Company, ai@dtwcorporation (the "Company"); and

WHEREAS, Parent, Merger Sub and the Company coactlyrherewith are entering into an Agreement alath Bf Merger, dated as of the
date hereof (the "Merger Agreement"), which prosideamong other things, for the merger (the "Mergef'Merger Sub with and into the
Company upon the terms and subject to the conditet forth in the Merger Agreement; and

WHEREAS, Shareholder has agreed to enter intoAhisement.

NOW, THEREFORE, in consideration of the executiod delivery by Parent and Merger Sub of the MeAgreement and the foregoil
and the mutual representations, warranties, cousranl agreements set forth herein and thereinptingd good and valuable consideration,
the receipt and sufficiency of which are herebyraeidedged, the parties hereto agree as follows:

SECTION 1. Representations and Warranties of Shédeh Shareholder hereby represents and warmaiarent and Merger Sub as follo

(a) Shareholder is the record and beneficial oweneihe date of execution hereof of shafr€ommon Stock (as may be adju:
from time to time pursuant to Section 5 hereof,"thieares").

(b) This Agreement has been duly executed andeteld/by Shareholder and constitutes the legall aald binding obligation of Shareholc
enforceable against Shareholder in accordanceitsitirms, except (i) as limited by applicable bapkcy, insolvency, reorganization,
moratorium and other laws of general applicatideaing enforcement of creditors' rights generadlyd (ii) the availability of the remedy of
specific performance or injunctive or other fornigquitable relief may be subject to equitable deés and would be subject to the discre
of the court before which any proceeding therefay e brought.

(c) Neither the execution and delivery of this Agresnt nor the consummation by Shareholder of #reséactions contemplated hereby will
result in a violation of, or a default under, onfict with, any contract, trust, commitment, agresnt, understanding, arrangement or
restriction of any kind to which Shareholder isaatp or bound or to which the Shares are subjexth€ best of Shareholder's knowledge,
except for the



obligation to file a Schedule 13D with the Secestand Exchange Commission, consummation by SHdegtaf the transactions
contemplated hereby will not violate, or requirg aonsent, approval, or notice under, any provisibany judgment, order, decree, statute,
law, rule or regulation applicable to Shareholdethe Shares.

(d) The Shares and the certificates representimgeShare now and at all times during the term lievéobe held by Shareholder, or by a
nominee or custodian for the benefit of Sharehollee and clear of all liens, claims, securityenests, proxies, voting trusts or agreements,
understandings or arrangements or any other eneumods whatsoever.

SECTION 2. Representations and Warranties of ParshiMerger Sub. Each of Parent and Merger Sulbhgj@ntly and severally,
represents and warrants to Shareholder as follows:

(a) Each of Parent and Merger Sub is-a corporatioy organized, validly existing and in good stamdunder the laws of the jurisdiction of
its incorporation, has all requisite corporate pommed authority to execute and deliver this Agreenaad to consummate the transactions
contemplated hereby, and has taken all necessgmgrate action to authorize the execution, deliarg performance of this Agreement.

(b) This Agreement has been duly authorized, execand delivered by each of Parent and Merger 8dlzanstitutes the legal, valid and
binding obligation of each of Parent and Merger,Sutiorceable against each of them in accordantteitsiterms, except (i) as limited by
applicable bankruptcy, insolvency, reorganizatimoyatorium and other laws of general applicatideaing enforcement of creditors' rights
generally and (ii) the availability of the remedyspecific performance or injunctive or other forofsequitable relief may be subject to
equitable defenses and would be subject to theedisn of the court before which any proceedingefe may be brought.

(c) Neither the execution and delivery of this Agresnt nor the consummation by each of Parent andavi&ub of the transactions
contemplated hereby will result in a violation of,a default under, or conflict with, any contraatist, commitment, agreement,
understanding, arrangement or restriction of ang ko which each of Parent and Merger Sub is a/mairbound. To the best knowledge of
each of Parent and Merger Sub, except for the aftidig to file a Schedule 13D with the Securitied &xchange Commission, consummation
by each of Parent and Merger Sub of the transactiontemplated hereby will not violate, or reqainy consent, approval, or notice under,
any provision of any judgment, order, decree, gataw, rule or regulation applicable to each afdat and Merger Sub.

SECTION 3. Transfer of Shares. Prior to the terindmaof this Agreement, except as otherwise prayiderein and in the Merger Agreeme
Shareholder shall not: (i) transfer (which termikinelude, without limitation, for the purposes thiis Agreement, any sale, gift, pledge or
other disposition), or consent to any transfeaafy or all of the Shares or any interest theréinefiter into any contract, option or other
agreement or understanding with respect to angfieaof any or all of the Shares or any interestem; (iii) grant any proxy, power-of-
attorney or other authorization or consent in dhwéspect to the Shares; or (iv) take any othgommthat would in any way restrict, limit or
interfere with the performance of its obligatioresdunder or the transactions contemplated hereby.
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SECTION 4. Grant of Irrevocable Proxy; AppointmehProxy.

(a) Shareholder hereby irrevocably grants to, gubits, Parent and any nominee thereof, Sharetwloi®xy and attorney-in-fact (with full
power of substitution), for and in the name, pland stead of Shareholder, to vote the Sharesaot grconsent or approval in respect of the
Shares, in connection with any meeting of the Sta@ders of the Company, if applicable,

(i) in favor of the Merger and (ii) against anyiantor agreement which would impede, interfere witlprevent the Merger, including any
other extraordinary corporate transaction, such merger, reorganization or liquidation involvitngetCompany and a third party or any other
proposal of a third party to acquire the ComparareRt agrees to so vote the Shares.

(b) Shareholder represents that any proxies hemetgfiven in respect of the Shares are not irrdlecand that such proxies are hereby
revoked.

(c) SHAREHOLDER HEREBY AFFIRMS THAT THE IRREVOCABLPROXY SET FORTH IN THIS SECTION 4 IS GIVEN IN
CONNECTION WITH THE EXECUTION OF THE MERGER AGREEME, AND THAT SUCH IRREVOCABLE PROXY IS GIVEN Tt
SECURE THE PERFORMANCE OF THE DUTIES OF SHAREHOLDBERDER THIS AGREEMENT. SHAREHOLDER HEREBY
FURTHER AFFIRMS THAT THE IRREVOCABLE PROXY IS COUMD WITH AN INTEREST AND, EXCEPT AS SET FORTH IN
SECTION 8 HEREOF, IS INTENDED TO BE IRREVOCABLE INCCORDANCE WITH THE PROVISIONS OF SECTION 7-1@D3(5)
OF THE COLORADO BUSINESS CORPORATION ACT.

SECTION 5. Certain Events. In the event of anylssqlit, stock dividend, merger, reorganizatiorcatalization or other change in the
capital structure of the Company affecting the CamrBtock, or the acquisition of additional share€@mmon Stock or other securities or
rights of the Company by Shareholder, the numb&hafres shall be adjusted appropriately, and tgie@ment and the obligations hereunder
shall attach to any additional shares of CommoikStw other securities or rights of the Companyéskto or acquired by Shareholder.

SECTION 6. Further Assurances. Shareholder shadin wequest of Parent or Merger Sub, execute alidedany additional documents and
take such further actions as may reasonably be eié&mParent or Merger Sub to be necessary oratédsito carry out the provisions hereof
and to vest the power to vote the Shares as cofderdpby Section 4 hereof in Parent.

SECTION 7. Termination. This Agreement, and alhtggand obligations of the parties hereunder, s$batiinate immediately upon (A) the
earlier of the date upon which the Merger Agreenietgrminated in accordance with its terms (ieiither Parent and Merger Sub, on the
hand, or the Company, on the other hand, or (iijnoyual written consent of Parent, Merger Sub &aedGompany or (B) December 31, 2000,
whichever is earlier. The proxy given pursuantécti®n 4 hereof shall be automatically revoked la@af no further force or effect, without
further action on the part of any party hereto, imdiately upon the termination of this Agreement.
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SECTION 8. Expense. All fees and expenses inclyeahy one party hereto shall be borne by the paciyrring such fees and expenses.

SECTION 9. Public Announcements. Each of ParentgeleSub and the Company agrees that it will reatésany press release or otherwise
make any public statement with respect to this Agrent or the transactions contemplated hereby uftitthe prior consent of the other party,
which consent shall not be unreasonably withheldetayed; provided, however, that such disclosarelz made without obtaining such
prior consent if (i) the disclosure is requiredlay or by obligations imposed pursuant to anyrgtagreement with the Nasdaqg National
Market and (i) the party making such disclosurs fist used its best efforts to consult with thieen party about the form and substance of
such disclosure.

SECTION 10. Director. Nothing in this Agreement lspaevent the Shareholder from taking any actiohis capacity as an officer, director
or employee of the Company.

SECTION 11. Miscellaneous.

(a) Capitalized terms used and not otherwise definehis Agreement shall have the respective nmggnassigned to such terms in the Me
Agreement.

(b) All notices and other communications hereurslell be in writing and shall be deemed given ufdptransmitter's confirmation of a
receipt of a facsimile transmission, (ii) confirmeéelivery by a standard overnight carrier or whelivéred by hand or (iii) the expiration of
five business days after the day when mailed irihiged States by certified or registered mail,tpge prepaid, addressed at the following
addresses (or at such other address for a pastyadisbe specified by like notice):

(A) if to Shareholder to:
[Name and address] Telephone:
Facsimile:
with a copy to:

Chrisman, Bynum & Johnson, P.C.
1900 Fifteenth Street
Boulder, CO 80302
Attn: G. James Williams, Jr.
Facsimile: (303) 449-5426

and
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(B) if to Parent or Merger Sub, to:
Advanced Energy Industries, Inc. 1625 Sharp PoimteDFort Collins, CO 80525 Facsimile: (970) 407MB3Attention: Richard P. Beck
with a copy to:

Thelen Reid & Priest LLP 333 W. San Carlos Strééth Floor San Jose, California 95110 Telephon@8)292-5800 Facsimile: (408) 287-
8040 Attention: Jay L. Margulies

(c) The headings contained in this Agreement arecfi@rence purposes only and shall not affechinvaay the meaning or interpretation of
this Agreement.

(d) This Agreement may be executed in two or mormnterparts, each of which shall be deemed annadifpiut all of which shall be
considered one and the same agreement.

(e) This Agreement (including the Merger Agreemeamd any other documents and instruments referrbdrn) constitutes the entire
agreement, and supersedes all prior agreementsnaigistandings, whether written and oral, amongérges hereto with respect to the
subject matter hereof

(f) This Agreement-shall be governed by, and casgtiin accordance with, the laws of the State db@do without giving effect to the
principles of conflicts of laws thereof

(9) Neither this Agreement nor any of the rightgerests or obligations hereunder shall be assigpeahy of the parties hereto (whether by
operation of law or otherwise) without the priorittemn consent of the other parties. Subject topileeeding sentence, this Agreement will be
binding upon, inure to the benefit of and be erdalde by, the parties and their respective succeasa assigns, and the provisions of this
Agreement are not intended to confer upon any perfiter than the parties hereto any rights or ré@seuereunder.

(h) If any term, provision, covenant or restrictio@rein is held by a court of competent jurisdictay other authority to be invalid, void or
unenforceable or against its regulatory policy,rémainder of the terms, provisions, covenantsraattictions of this Agreement shall rem
in full force and effect and shall in no way beeated, impaired Or invalidated.
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(i) Each of the parties hereto acknowledges andezgthat in the event of any breach of this Agregneach non-breaching party would be
irreparably and immediately harmed and could nanbde whole by monetary damages. It is accordiagiged that the parties hereto (i) \
waive, in any action for specific performance, tledense of adequacy of a remedy at law and

(i) shall be entitled, in addition to any othenredy to which they may be entitled at law or inigquo compel specific performance of this
Agreement in any action instituted in any statéederal court sitting in Colorado. The parties h@@nsent to personal jurisdiction in any
such action brought in any state or federal cattihg in Colorado.

() No amendment, modification or waiver in respeicthis Agreement shall be effective against aastypunless it shall be in writing and
signed by such party.



IN WITNESS WHEREOF, Parent, Merger Sub and Shadshdiave caused this Agreement to bc duly exeariddielivered as of the date
first written above.

Advanced Energy Industries, Inc.

By:

Name:
Title:

Flow Acquisition Corporation

By:

Name:
Title:

Shareholder

Name:

End of Filing
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