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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q
(MARK ONE)

| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended October 1, 2011

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-26946

INTEVAC, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 94-3125814
(State or other jurisdiction of (IRS Employer Identification No.)
incorporation or organization)

3560 Bassett Street
Santa Clara, California 95054
(Address of principal executive office, including Zp Code)

Registrant’s telephone number, including area code(408) 986-9888

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementstfe past 90 day® YesO No

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of ttiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such filgk). YesO No

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated fileEd Accelerated filer Non-accelerated filei’] Smaller reporting companiz
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Act) YesM No
On November 1, 2011, 23,080,356 shares of the Ragis Common Stock, $0.001 par value, were onthtey.
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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements
INTEVAC, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Trade, note and other accounts receivable, ndtafances of $41 at October 1, 2011 and of $55 at
December 31, 201
Inventories
Prepaid expenses and other current a:
Deferred income tax asse¢
Total current asse
Property, plant and equipment, |
Long-term investment
Goodwill
Other intangible assets, net of amortization 0289,at October 1, 2011 and $1,801 at December®1
Deferred income taxes and other I-term asset

Total asset

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
Accounts payabl
Accrued payroll and related liabilitit
Other accrued liabilitie
Customer advance
Total current liabilities
Other lon¢-term liabilities
Stockholder’ equity:
Common stock, $0.001 par val
Additional paic-in capital
Accumulated other comprehensive inca
Retained earning
Total stockholdel' equity
Total liabilities and stockholde’ equity

December 31

October 1,
2011 2010
(Unaudited)
(In thousands, except
par value)
$ 27,93 $ 109,52
45,43 4,99
16,28¢ 25,91
19,754 20,67:
6,951 6,63(
3,572 3,124
119,94: 170,85(
14,82¢ 13,91¢
48,68¢ 22,86¢
18,38¢ 18,38¢
6,571 6,98¢
24,67 18,76«
$233,09° $ 251,77:
$ 5,45 $ 5,562
5,361 11,36
9,411 11,10¢
4,74¢€ 4,867
24,97¢ 32,89¢
10,78( 11,63(
23 23
145,51( 139,82
431 25E
51,37t 67,14:
197,33¢ 207,24
$233,09° $ 251,77:

Note: Amounts as of December 31, 2010 are derik@d the December 31, 2010 audited consolidateddimhstatements

See accompanying notes to the condensed consadlifiaéacial statements.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended Nine Months Ended
October 1, October 2 October 1,
October 2,
2011 2010 2011 2010

(Unaudited)
(In thousands, except per share amounts)

Net revenues

Systems and componel $17,78¢ $59,40: $59,01: $152,28:
Technology developmel 1,53: 5,22 5,311 14,08t
Total net revenue 19,321 64,627 64,32¢ 166,36’
Cost of net revenue
Systems and componel 10,69t 31,77¢ 36,741 84,10:
Technology developmel 1,11C 3,267 3,54 9,16¢
Total cost of net revenus 11,80: 35,04 40,29¢ 93,27
Gross profit 7,51¢ 29,58 24,03¢ 73,09¢
Operating expense
Research and developmt 8,612 7,06: 25,91« 20,61¢
Selling, general and administrati 6,97¢ 7,14¢ 20,37: 21,27:
Total operating expens 15,591 14,21 46,28t 41,89
Income (loss) from operatiol (8,079 15,37: (22,25) 31,20¢
Interest income and other, r 14C (84) 43¢ 37¢
Income (loss) before income tax (7,939 15,28¢ (21,819 31,58¢
Provision for (benefit from) income tax (1,817 2,11C (6,047%) 4,63¢
Net income (loss $(6,116€) $13,17¢ $(15,766) $ 26,94¢
Net income (loss) per shal
Basic $ (027 $ 05¢ $ (069 $ 121
Diluted $ (027) $ 058 $ (069 $ 1.1¢
Weighted average common shares outstani
Basic 22,951 22,38: 22,841 22,28¢
Diluted 22,95 22,88’ 22,84 22,93

See accompanying notes to the condensed consadlifiaéacial statements.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net income (loss
Adjustments to reconcile net income (loss) to @esthcand cash equivalents provided by (used injatipgr
activities:
Depreciation and amortizatic
Net amortization of investment premiums and dist®
Loss on sale of investmer
Equity-based compensatic
Change in the fair value of acquisit-related contingent considerati
Deferred income taxe
Loss (gain) on disposal of equipm
Changes in operating assets and liabili
Total adjustment
Net cash and cash equivalents provided by (usegpi@jating activitie:
Investing activities
Purchases of investmer
Proceeds from sales and maturities of investrr
Proceeds from sale of equipm
Purchases of leasehold improvements and equip
Net cash and cash equivalents provided by (usedve}ting activities
Financing activities
Payment of acquisitic-related contingent considerati
Net proceeds from issuance of common s
Net cash and cash equivalents provided by finanaatiyities
Effect of exchange rate changes on ¢
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

See accompanying notes to the condensed consadlifiaéacial statements.
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Nine months ended

October 1,
2011

October 2,
2010

(Unaudited)
(In thousands)

$(15,766 $ 26,94¢
4,10¢ 4,39¢
982 —

28¢ —
3,061 2,41¢
917 —
(6,619) 3,03:
(10 16
3,08( 2,87¢
5,70¢ 12,87¢
(10,06;) 39,82t
(99,59 (3,099)
32,33¢ 68,05(
241 —
(4,742) (5,419
(71,76 59,53t
(2,389 —
2,62¢ 1,82(
23€ 1,82(

3 68
(81,587 101,25
109,52 17,59:
$ 27,930  $118,84:
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Basis of Presentation

In the opinion of management, the unaudited intexamdensed consolidated financial statements ef/éw, Inc. and its subsidiaries
(Intevac or the Company) included herein have lpgepared on a basis consistent with the Decemhe2(D audited consolidated financial
statements and include all material adjustmentssisting of normal recurring adjustments, necesgafgirly present the information set fo
therein. These unaudited interim condensed coragelidfinancial statements should be read in cotipmavith the audited consolidated
financial statements and notes thereto includddtavac’s Annual Report on Form 10-K for the fisgabr ended December, 31, 2010 (2010
Form 10-K). Intevac’s results of operations for theee and nine months ended October 1, 2011 aneegessarily indicative of future
operating results.

The preparation of financial statements in confeymiith accounting principles generally acceptethi@ United States of America
requires management to make judgments, estimatkassumptions that affect the amounts reporteldribancial statements and
accompanying notes. Actual results could differamiatly from those estimates.

2. New Accounting Pronouncements

In September 2011, the Financial Accounting Stassl&oard (“FASB”) issued authoritative guidancet tillows entities to first assess
qualitatively whether it is necessary to perform tivo-step goodwill impairment test. If an entiglibves, as a result of its qualitative
assessment, that it is more likely than not thatf#lir value of a reporting unit is less than #srging amount, the quantitative two-step
goodwill impairment test is required. An entity lithe unconditional option to bypass the qualitaissessment and proceed directly to
performing the first step of the goodwill impairntéest. The guidance is effective for annual artdrim goodwill impairment tests perform
for fiscal years beginning after December 15, 2@ifh) early adoption permitted. Intevac does nqtext the adoption of these provisions to
have a significant effect on its consolidated fitiahstatements.

In June 2011, the FASB issued authoritative guidahat amends the presentation requirements foprensive income in financial
statements. The guidance requires entities to tepanponents of comprehensive income either asgparsingle continuous statement of
comprehensive income that would combine the compisrnaf net income and other comprehensive incomig, @ separate, but consecutive,
statement following the statement of income. Thid@nce is effective for interim and annual peribdginning after December 15, 2011 and
is to be applied retrospectively. Intevac doesexpiect the adoption of these provisions to havgrafieant effect on its consolidated financ
statements.

In May 2011, the FASB issued authoritative guidatieg amends the existing requirements for faingaheasurement and
disclosure. The guidance expands the disclosurgreagents around fair value measurements categbinzievel 3 of the fair value hierarc
and requires disclosure of the level in the falugahierarchy of items that are not measured awtlue in the statement of financial position
but whose fair value must be disclosed. It alsdfda and expands upon existing requirements feasnrement of the fair value of financial
assets and liabilities as well as instruments ifladsn stockholders’ equity. The guidance is effee for interim and annual periods
beginning after December 15, 2011. Intevac doegxjpect the adoption of these provisions to hasigificant effect on its consolidated
financial statements.
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

3. Inventories
Inventories are stated at the lower of average @ostarket and consist of the following:

October 1. December 31
2011 2010
(In thousands)
Raw material $12,17¢ $ 13,37(
Work-in-progress 3,48 5,29¢
Finished good 4,097 2,00¢

$19,75¢ $ 20,67

Finished goods inventory consists primarily of cdeted systems at customer sites that are undergustaylation and acceptance
testing.

4. Equity-Based Compensation

At October 1, 2011, Intevac had equity-based awantistanding under the 2004 Equity Incentive Ptha (2004 Plan”) and the 2003
Employee Stock Purchase Plan (the “ESPP”). Intevsigckholders approved both of these plans.

The 2004 Plan permits the grant of incentive or-statutory stock options, restricted stock, stqofiraciation rights, performance units
and performance shares. During the three monthasde®dtober 1, 2011, Intevac granted 4,500 stodbogivith an estimated total gragdte
fair value of $18,000. Of this amount, estimateduais of $5,000 are not expected to vest. Duringttee months ended October 2, 2010,
Intevac granted 77,000 stock options with an eggch#otal grantiate fair value of $385,000. Of this amount, estedawards of $98,000 &
not expected to vest. During the nine months ef@edber 1, 2011, Intevac granted 545,000 stoclooptwith an estimated total grant-date
fair value of $3.3 million. Of this amount, estirdtawards of $773,000 are not expected to vesin®tie nine months ended October 2,
2010, Intevac granted 672,000 stock options witestimated total grant-date fair value of $4.4 immill Of this amount, estimated awards of
$1.1 million are not expected to vest.

The ESPP provides that eligible employees may msehntevac’s common stock through payroll dedustit a price equal to 85% of
the lower of the fair market value at the beginrfighe applicable offering period or at the enaath applicable purchase interval. Offering
periods are generally two years in length, and isbo$ a series of six-month purchase intervalgjille employees may join the ESPP at the
beginning of any six-month purchase interval. Dgtine three and nine months ended October 1, 26tElac granted purchase rights with
an estimated total grant-date fair value of $478.80d $1.8 million, respectively. During the thesel nine months ended October 2, 2010,
Intevac granted purchase rights with an estimattad grant-date fair value of $4,900 and $53,086pectively.

Compensation Expense

The effect of recording equity-based compensatioritfe three and nine months ended October 1, 26dDctober 2, 2010 was as
follows:

Three Months Ended Nine Months Ended
October 1 October 2, October 1 October 2
2011 2010 2011 2010

(In thousands)
Equity-based compensation by type of aw:

Stock options $ 72¢ $ 764 $ 2,221 $ 2,101
Employee stock purchase pl 28€ 66 84C 30€
Total equit-based compensatic 1,01t 83C 3,061 2,41z
Tax effect on equi-based compensatic (261) (26€) (823%) (76€)
Net effect on net income (los $ 754 $ 564 $ 2,23t $ 1,64¢
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

Valuation Assumptions

The fair value of share-based payment awards iim&s&d at the grant date using the Black-Scholésmpaluation model. The
determination of fair value of share-based payragrards on the date of grant using an option-prianoglel is affected by our stock price as
well as assumptions regarding a number of highiylex and subjective variables. These variabldsidg; but are not limited to, our
expected stock price volatility over the expectsunt of the awards, and actual employee stock ogti@ncise behavior.

The weighted-average estimated fair value of ermg#astock options granted during the three monttle@@ctober 1, 2011 and
October 2, 2010 was $3.99 per share and $5.04pee srespectively. The weighted-average estinfaiestalue of employee stock options
granted during the nine months ended October 11 20@ October 2, 2010 was $6.10 per share and $ér5ghare, respectively. The
weighted-average estimated fair value of employeekspurchase rights granted pursuant to the ESiFRgithe three months ended
October 1, 2011 and October 2, 2010 were $3.6(b8RV per share, respectively. The weighted-avezatimated fair value of employee
stock purchase rights granted pursuant to the EBIARg the nine months ended October 1, 2011 andd@c 2, 2010 was $4.84 and $4.63
per share, respectively. The fair value of eacipapnd employee stock purchase right grant isnegéid on the date of grant using the Black-
Scholes option valuation model with the followingighted-average assumptions:

Three Months Ended Nine Months Ended
October 1. October 2, October 1. October 2,
2011 2010 2011 2010
Stock Options
Expected volatility 64.81% 67.62% 64.7(% 67.9(%
Risk free interest rai 0.84% 1.22% 1.77% 1.67%
Expected term of options (in yea 4.5(C 4.5(C 4.7¢€ 4.51
Dividend yield None None None None
Three Months Ended Nine Months Ended
October 1. October 2, October 1. October 2,
2011 2010 2011 2010
Stock Purchase Right
Expected volatility 48.81% 52.6(% 51.62% 55.2(%
Risk free interest rai 0.1% 0.12% 0.44% 0.41%
Expected term of purchase rights (in yei 1.8t 0.5C 1.3¢€ 0.7:
Dividend yield None None None None

The computation of the expected volatility assuomsiused in the Black-Scholes calculations for geamts and purchase rights is
based on the historical volatility of Intevac’'sdtqrice, measured over a period equal to the egdderm of the grant or purchase right. The
risk-free interest rate is based on the yield availahl&).S. Treasury Strips with an equivalent remararm. The expected term of emplo
stock options represents the weighted-averageg#rad the stock options are expected to remaistauting and was determined based on
historical experience of similar awards, giving sidieration to the contractual terms of the equigddl awards and vesting schedules. The
expected term of purchase rights represents thedoef time remaining in the current offering peatidhe dividend yield assumption is based
on Intevac’s history of not paying dividends and &ssumption of not paying dividends in the future.

As the equity-based compensation expense recogimzbd Condensed Consolidated Statements of Opesas based on awards
ultimately expected to vest, such amount has beduced for estimated forfeitures. Forfeitures westimated based on Intevac’s historical
experience, which Intevac believes to be indicativgtevac’s future experience.
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

5. Business Combination, Goodwill and Purchased langible Assets, Net

On November 19, 2010, Intevac acquired the outgtgrghares of Solar Implant Technologies, Inc. T"pla privately-owned,
development stage company, which was focused @ticgean ion implant module to be used in the mactufing of photovoltaic cells.
Intevac’s primary reasons for this acquisition wiereomplement its existing product offerings amgbtovide opportunities for future growth.
The preliminary aggregate purchase price was $hfllibn, which consisted of an initial cash payméstaling $2.7 million and a contingent
consideration obligation with a fair value of $&nfllion payable in cash. In connection with the @isition, Intevac acquired $4.0 million of
in process research and development (“IPR&D”), 8@3,of tangible assets, and $10.5 million of godidavid assumed $703,000 of tangible
liabilities. Intevac also recorded an $827,000dwferred tax liability to reflect the tax impacttbg identified intangible assets that will not
generate tax deductible amortization expense nigteofuture tax benefit of acquired net operatwgslcarryforwards. The value attributabl
IPR&D has been capitalized as an indefinite-livetimngible asset. Goodwill is attributable to estedasynergies arising from the acquisition
and other intangible assets that do not qualifyséarate recognition. Goodwill is not deductildletbx purposes.

In connection with the acquisition of SIT, Intevagreed to pay up to an aggregate of $7.0 millioresh to the selling shareholders if
certain milestones are achieved over a specifieidghentevac estimated the fair value of this dogent consideration to be in the amount of
$5.6 million based on the probability that certailestones would be met and the payments would daeron the targeted dates outlined in
the acquisition agreement. On July 21, 2011, Intewade $2.4 million in payments to the selling shatders for achievement of the first
milestone.

In connection with the acquisition of SIT, Intewaso agreed to pay a revenue earnout on Intevat' revenue from commercial sale
certain products over a specified period up toggregate of $9.0 million in cash to the sellingrehalders. Intevac estimated the fair valu
this contingent consideration to be in the amoti§dol million based on probability-based forecds®venues reflecting Intevac’s own
assumptions concerning future revenue of SIT. Agkdn the estimated probabilities of revenue a@reent could have a material effect on
the statement of operations and balance sheédhis iperiod of change.

The fair value measurement of contingent consideras based on significant inputs not observethéxmarket and thus represents a
Level 3 measurement. Any change in fair value efabntingent consideration subsequent to the atiquislate is recognized in operating
income within the statement of operations. Theofeihg table represents a reconciliation of the geain the fair value measurement of the
contingent consideration liability for the threedamine months ended October 1, 2011 (in thousands):

Three Months Nine Months

Ended Ended
October 1, 2011
(In thousands)

Beginning balanc $ 10,43( $ 9,851
Changes in fair valu 344 917
Cash payment mac (2,389 (2,389
Ending balanc $ 8,38t $ 8,38t
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

The following table displays the balance sheetsifizsition of the contingent consideration lialyilaccount at October 1, 2011 and at
December 31, 2010:

October 1, December 31
2011 2010
(In thousands)
Other accrued liabilitie $ 3,71¢ $  4,23¢
Other lon¢-term liabilities 4,67( 5,62
Total acquisitio-related contingent considerati $ 8,38t $ 9,85i

Prior to the acquisition, Intevac had an equitgtiest in SIT with a cost basis of $94,000 that aaounted for under the cost method.
As a result of revaluing Intevac’s equity interesSIT on the acquisition date, the Company reczgphia gain of $481,000, which was
included in other income, net, in the ConsolideBéatement of Operations during the fourth quartdisoal 2010.

Intevac accounted for the acquisition of SIT asisifess combination. Under business combinatioowating, the assets and liabilities
of SIT were recorded as of the acquisition datéheit respective fair values, and consolidatedhwie Company. The preliminary purchase
price allocation is based on estimates of thevi@ine of assets acquired and liabilities assumels&juent to the acquisition in the fourth
quarter of fiscal 2010, Intevac paid in full $17J00n notes payable to certain selling shareholdsssimed upon the acquisition. The purc
price was allocated as follows:

(In thousands)

Current assets (including cash of $ $ 40
Property, plant, and equipme 3
IPR&D 4,00(
Goodwill 10,48¢
Long-term deferred tax asse 697
Total assets acquire 15,22
Notes payable to selle 177
Current liabilities 52€
Long-term deferred tax liabilitie 1,52¢
Total liabilities assume 2,22
Net assets acquire $12,99;

The results of operations for SIT for periods ptmthe acquisition were not material to InteaC€onsolidated Statements of Operati
and, accordingly, pro forma financial informatioasmot been presented.

Goodwill and indefinite-life intangible assets &ested for impairment on an annual basis or maguiently upon the occurrence of
circumstances that indicate that goodwill and imdtef-life intangible assets may be impaired. la thurth quarter of fiscal 2010, Intevac
performed its annual impairment analysis and tkalte of the analysis indicated that Intevac’s goitichnd purchased intangible assets with
an indefinite useful life were not impaired. At Ober 1, 2011, Intevac had a total of $18.4 milladrgoodwill and $4.1 million of indefinite-
life intangible assets. At October 1, 2011, $10ilion of goodwill is attributed to the Equipmerggment and $7.9 million of goodwill is
attributed to the Intevac Photonics segment.

Total amortization expense of finite-lived intanigbfor the three and nine months ended Octob2011 was

10
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

$136,000, and $408,000, respectively. As of Octdhb@011, future amortization expense is expeadikt$136,000 for the remainder of
2011, $541,000 for 2012, $541,000 for 2013, $363B§00 2014, $284,000 for 2015 and $592,000 theeealittangible assets by segment are
as follows: Equipment: $5.7 million and Intevac Rimics: $893,000.

6. Warranty

Intevac provides for the estimated cost of warravitgn revenue is recognized. Intevac’s warranpeiscontract terms and for its
systems the warranty typically ranges between t2dnmonths from customer acceptance. For systeldglsough a distributor, Intevac
offers a 3 month warranty. The remainder of anyraray period is the responsibility of the distributDuring this warranty period any
defective non-consumable parts are replaced atallat at no charge to the customer. The warraatiog on consumable parts is limited to
their reasonable usable lives. Intevac uses edthrapair or replacement costs along with its histbwarranty experience to determine its
warranty obligation. Intevac generally providesvelve month warranty on its Intevac Photonics potsluThe provision for the estimated
future costs of warranty is based upon historicat and product performance experience. Intevacmses judgment in determining the
underlying estimates.

On the Condensed Consolidated Balance Sheetshanieterm portion of the warranty provision is iaded in other accrued liabilities,
while the long-term portion is included in othendpterm liabilities. The expense associated withdpct warranties issued or adjusted is
included in cost of net revenues on the Condensed@idated Statements of Operations.

The following table displays the activity in the manty provision account for the three- and ninenth@eriods ended October 1, 2011
and October 2, 2010:

Three Months Ended Nine Months Ended
October 1, October 2, October 1 October 2

2011 2010 2011 2010

(In thousands)

Beginning balanc $ 3,127 $ 2,98¢ $ 3,41t $ 1,602
Expenditures incurred under warrant (339 (970 (1,682 (2,089
Accruals for product warranties issued during #gorting perioc 247 1,132 1,24¢ 3,48t
Adjustments to previously existing warranty accst (25) 231 37 37€
Ending balanci $ 3,01¢ $ 3,37¢ $ 3,01¢ $ 3,37¢

The following table displays the balance sheetsifi@stion of the warranty provision account at @mr 1, 2011 and at December 31,
2010:

October 1, December 31
2011 2010
(In thousands)
Other accrued liabilitie $ 2,66¢ $ 2,61z
Other lon¢-term liabilities 351 802
Total warranty provisiol $ 3,01¢ $ 3,41t

7. Guarantees
Officer and Director Indemnifications
As permitted or required under Delaware law anthéomaximum extent allowable under that law, Inteva
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

has certain obligations to indemnify its currend &ormer officers and directors for certain evamt®ccurrences while the officer or director
is, or was serving, at Intevac’s request in sugaciy. These indemnification obligations are vaglong as the director or officer acted in
good faith and in a manner the person reasonalibvied to be in or not opposed to the best interethe corporation and, with respect to
any criminal action or proceeding, had no reasanahlse to believe his or her conduct was unlawhg. maximum potential amount of
future payments Intevac could be required to maildeuthese indemnification obligations is unlimjtedwever, Intevac has a director and
officer insurance policy that mitigates Intevackpesure and enables Intevac to recover a porti@mpffuture amounts paid. As a result of
Intevac'’s insurance policy coverage, Intevac belsethe estimated fair value of these indemnificatibligations is not material.

Other Indemnifications

As is customary in Intevac’s industry, many of irgte’s contracts provide remedies to certain third parsuch as defense, settlemen
payment of judgment for intellectual property clainelated to the use of its products. Such inddoatibn obligations may not be subject to
maximum loss clauses. Historically, payments matited to these indemnifications have been imnadteri

8. Cash, Cash Equivalents and Investments
Cash and cash equivalents, short-term investmenttoag-term investments consist of:

QOctober 1, 2011

Unrealized Unrealized
Amortized Holding Holding
Cost Gains Losses Fair Value

(In thousands)
Cash and cash equivaler

Cash $ 21,60: $ — $ — $ 21,60:
Money market fund 5,081 — — 5,081
Commercial pape 1,25( — — 1,25(
Total cash and cash equivale $ 27,93! $ — $ — $ 27,93¢
Shor-term investments
Commercial pape $ 2,69¢ $ 1 $ — $ 2,69¢
Corporate bonds and medi-term notes 16,36¢ 4 16 16,35¢
FDIC insured corporate bon 5,97¢ 7 — 5,98
Municipal bonds 6,132 13 — 6,14t
U.S. treasury and agency securi 7,50: 4 — 7,507
Variable rate demand note*VRDNS") 6,75( — — 6,75(
Total shor-term investment $ 45,42: $ 29 $ 16 $ 45,43;
Long-term investments
Corporate bonds and medi-term notes $ 26,01 $ 29 $ 13¢€ $ 25,90¢
FDIC insured corporate bon 3,66¢ 16 — 3,67¢
U.S. treasury and agency securi 13,98¢ 75 — 14,05¢
Auction rate securities* ARS") 5,40( — 35¢ 5,042
Total lon¢-term investment $ 49,06: $ 12 $ 494 $ 48,68¢
Total cash, cash equivalents, and investm $122,41¢ $ 14c¢ $ 5i1C $122,05¢
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
December 31, 2010
Unrealized Unrealized
Amortized Holding Holding
Cost Gains Losses Fair Value
(In thousands)
Cash and cash equivaler

Cash $ 22,88° $ — $ — $ 22,88
Commercial pape 2,99¢ — 1 2,99¢
Corporate bond 1,25¢ — — 1,25¢
Money market fund 82,37¢ — — 82,37¢t
Total cash and cash equivale $109,52: $  — $ 1 $109,52(

Shor-term investments
Commercial pape $ 2,99t $ — $ — $ 2,99t
U.S. treasury and agency securi 1,99¢ — — 1,99¢
Total shor-term investment $ 4,99 $ — $ — $ 4,99

Long-term investments
U.S. treasury and agency securi $ 6,97¢ $ 5 $ — $ 6,98:
Corporate bonds and medi-term notes 5,61¢ — 5 5,61(
ARS 10,90( — 627 10,27
Total lon¢-term investment $ 23,49: $ 5 $ 632 $ 22,86¢
Total cash, cash equivalents, and investm $138,00¢ $ 5 $ 632 $137,38(

The contractual maturities of available-for-saleuséies at October 1, 2011 are presented in thewong table.
Amortized
Cost Fair Value
(In thousands)

Due in one year or le: $ 41,90¢ $ 41,90¢
Due after one through five years 45,23: 45,21¢
Due after ten years(. 13,68( 13,32¢

$100,81¢  $100,45:

(1) Includes $575,000 in par value of VRD!
(2) Includes $6.2 million in par value of VRDNs and4illion in par value of ARS

The following table provides the fair market vabhfdntevac’s investments with unrealized losses #éna not deemed to be other-than
temporarily impaired as of October 1, 2011.

QOctober 1, 2011

In Loss Position for In Loss Position for
Less than 12 Months Greater than 12 Months
Gross Gross
Unrealized Unrealized
Fair Value Losses Fair Value Losses
(In thousands)
Corporate bonds and medi-term notes $24,81: $ 152 $ — $ —
ARS — — 5,047 35¢

$24,81¢ $ 152 $ 5,04- 35€

»
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

All prices for the fixed maturity securities incind U.S. Treasury and agency securities, commepeipér, FDIC insured corporate
bonds, corporate bonds, VRDNs and municipal bonglsexeived from independent pricing servicesagdiby Intevac’s outside investment
manager. This investment manager performs a resfahe pricing methodologies and inputs utilizedtbg independent pricing services for
each asset type priced by the vendor. In additargt least an annual basis, the investment macagéucts due diligence visits and
interviews with each pricing vendor to verify thgputs utilized for each asset class. The due ditigevisits include a review of the procedt
performed by each vendor to ensure that pricinduetians are representative of the price that wdaeldeceived to sell a security in an
orderly transaction. Any pricing where the inpub&sed solely on a broker price is deemed to bevell3 price. Intevac uses the pricing data
obtained from its outside investment manager aptineary input to make its assessments and detatioirs as to the ultimate valuation of
the above-mentioned securities and has not madagdihe periods presented, any material adjustsnnsuch inputs.

VRDNSs are long-term floating rate municipal bondghvembedded put options that allow the bondhaldesell the security at par plus
accrued interest. Intevac’s VRDN portfolio is comspd of investments in many municipalities, which secured by irrevocable letters of
credit from major financial institutions or othdghly rated companies that serve as the pledgedtily source. Intevac can tender these
VRDN securities for sale upon notice to the braked receive payment for the tendered securitidsinviteven days.

As of October 1, 2011, all of the Company’s Levéinancial instruments consisted of ARS with anraggte par value of $5.4 million
that failed at auction. There was insufficient aliable market information to determine fair valoe these financial instruments. The
Company estimated the fair values for these séesifity incorporating assumptions that it believask®at participants would use in their
estimates of fair value. Some of these assumptimhsded credit quality, collateralization, finahted maturity, estimates of the probability
being called or becoming liquid prior to final mety, redemptions of similar ARS, previous marketiwity for the same investment security,
impact due to extended periods of maximum auctdasrand valuation models. As a result of thiseneythe Company determined its AR
have a temporary impairment of $358,000 as of Gutdh2011. The estimated fair value could chamggfecantly based on future market
conditions. The Company will continue to assesddlrevalue of its ARS for substantive changesealevant market conditions, changes in its
financial condition or other changes that may atteestimates described above. Failed ARS repteggmoximately 4.1% of the Company’s
total cash, cash equivalents and investments @gstober 1, 2011. During the first nine months o 20intevac participated in two tender
offers, sold ARS with par values of $5.0 milliomllected $4.7 million and recognized realized Issse the sales of $283,000.

The following table represents the fair value hielg of Intevac’s assets measured at fair valua gecurring basis as of October 1,
2011.

Fair Value Measurements at October 1, 2011
Total Level 1 Level 2 Level 3
(In thousands)

Assets:
Money market fund $ 508 $508 $ — $ —
U.S. treasury and agency securi 21,56¢ 8,03¢ 13,521 —
FDIC insured corporate bon 9,661 — 9,661 —
Commercial pape 3,94¢ — 3,94¢ —
Corporate bonds and medi-term notes 42,26( — 42,26( —
Municipal bonds 6,14¢ — 6,14 —
VRDNs 6,75( — 6,75( —
ARS 5,04 — — 5,04

Total asset $100,45¢ $13,12( $82,29. $5,04:
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

(Unaudited)

The following table presents the changes in LevakBuments measured on a recurring basis fottitee and nine months ended
October 1, 2011 and October 2, 2010. These balameesst of ARS classified as available-for-salthwehanges in fair value recorded in

stockholders’ equity.

Changes in Level 3 instruments (in thousands):

Three Months Ended

Nine Months Ended

October 1, October 2, October 1, October 2,
2011 2010 2011 2010
(In thousands)
Beginning balanc $ 7,123 $61,63: $10,27: $ 66,24¢
Net realized losses included in earnil (133) — (283) —
Net unrealized gains (losses) included in otherpretmensive incom 11t 3,481 26¢ 3,06¢
Proceeds from tender offe (1,867 — (4,71%) —
Redemptions at p: (200) (54,850 (500) (59,050
Ending balanc $ 5,042 $ 10,26: $ 5,042 $ 10,26:

9. Other Comprehensive Income (Loss)

The components of accumulated other comprehensogarie at October 1, 2011 and December 31, 2010 asci@lows:

Accumulated net unrealized holding loss on avag-for-sale investments, net of t
Foreign currency translation gai

Total accumulated other comprehensive inct

October 1 December 31
2011 2010
(In thousands)
$ (235) $ (409
66€ 662
$ 431 $ 25k

The components of comprehensive income (losshithiree and nine month periods ended Octoberlll, 20d October 2, 2010 were

as follows:

Three Months Ended

Nine Months Ended

October 1, October 2 October 1, October 2
2011 2010 2011 2010
(In thousands)

Net income (loss $ (6,11¢€) $13,17¢ $(15,76¢) $26,94¢
Unrealized holding gains (losses) on avail-for-sale investments, net of tax

Decrease (increase) in unrealized holding lo (46) 3,481 267 3,06¢

Income tax benefit (expens 16 (1,21%) (94) (1,072)

(30 2,26: 17z 1,99:

Foreign currency translation gains (loss (13) 46 3 79
Total comprehensive income (lo: $(6,159  $15,48¢ $(15,590  $29,01:
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
10. Net Income (Loss) Per Share
The following table sets forth the computation asiz and diluted income (loss) per share:

Three Months Ended Nine Months Ended

October 1, October 2 October 1, October 2,

2011 2010 2011 2010

(in thousands, except per share amounts)

Net income (loss $(6,116)  $13,17¢ $(15,766)  $26,94¢
Weightec-average share— basic 22,95! 22,38: 22,84 22,28¢
Effect of dilutive potential common shar — 504 — 643
Weightec-average share— diluted 22,95! 22,88’ 22,84 22,93:
Net income (loss) per she— basic $ 0.27 $ 0.5¢ $ 0.6¢ $ 1.21
Net income (loss) per she— diluted $ 0.27 $ 0.5¢ $ 0.6¢ $ 1l.1¢
Antidilutive shares based on employee awards exd 3,024 2,29: 1,58¢ 1,66¢

Potentially dilutive common shares consist of shdgsuable upon exercise of employee stock optams$are excluded from the
calculation of diluted EPS when their effect wobklanti-dilutive.

11. Segment Reporting

Intevac’s two reportable segments are Equipment@edac Photonics. Intevac’s chief operating deoisnaker has been identified as
the President and CEO, who reviews operating resulinake decisions about allocating resourcesaselssing performance for the entire
Company. Segment information is presented based pevacs management organization structure as of Octgli20111 and the distinctiv
nature of each segment. Future changes to thiswalténancial structure may result in changesdh®reportable segments disclosed.

Each reportable segment is separately managedaangeparate financial results that are reviewedteyac’s chief operating decision-
maker. Each reportable segment contains closayetproducts that are unique to the particulameeg. Segment operating profit is
determined based upon internal performance meassegkby the chief operating decision-maker.

Intevac derives the segment results from its irlenmanagement reporting system. The accountingipslintevac uses to derive
reportable segment results are substantially theeses those used for external reporting purposasaljement measures the performance of
each reportable segment based upon several matdtsjing orders, net revenues and operating ircdvianagement uses these results to
evaluate the performance of, and to assign resstiogeach of the reportable segments. Intevac gesneertain operating expenses separ
at the corporate level. Intevac allocates certdih@se corporate expenses to the segments in anraraqual to 3% of net revenues. Segment
operating income excludes interest income/expendether financial charges and income taxes aaogitdi how a particular reportable
segment’s management is measured. Management dbesnsider impairment charges and unallocatedsdnsheasuring the performance
of the reportable segments.

The Equipment segment designs, develops and maraetafacturing equipment and solutions to the kiésk drive industry and offers
high-productivity technology solutions to the phaittaic (“PV”) and semiconductor industries. Histally, the majority of Intevac’s revenue
has been derived from the Equipment segment apsldatexpects that the majority of its revenuesfdeast the next several years will
continue to be derived from the Equipment segment.

The Intevac Photonics segment develops compadteffestive, high-sensitivity, digital-optical pradts for the capture and display of
low-light images and the optical analysis of matistilntevac provides sensors, cameras and
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
systems for government applications such as nigidrvand long-ange target identification and for commercial &gilons in the inspectio
law enforcement, scientific and medical industries.
Information for each reportable segment for the¢haind nine months ended October 1, 2011 and @@oB810 is as follows:
Net Revenues

Three Months Ended Nine Months Ended
October 1, October 2, October 1
October 2,
2011 2010 2011 2010
(in thousands)
Equipment $12,38¢ $55,86¢ $42,37¢  $141,45:
Intevac Photonic 6,931 8,75¢ 21,95( 24,91«
Total segment net revenu $19,327 $64,627 $64,32¢ $166,36'
Operating Income (Loss)
Three Months Ended Nine Months Ended
October 1 October 2 October 1, October 2
2011 2010 2011 2010
(in thousands)
Equipment $(5,35¢  $16,87¢ $(14,427)  $37,53¢
Intevac Photonic (948 (87€) (3,029 (3,500
Total segment operating income (lo (6,30€) 16,00: (17,446 34,03
Unallocated cost (1,76%) (629 (4,805 (2,82%)
Income (loss) from operatiol (8,07%) 15,37: (22,25)) 31,20¢
Interest income and other, r 14C (84) 43¢ 37¢
Income (loss) before income tax $ (7,939 $15,28¢ $(21,817) $31,58¢
Total assets for each reportable segment as ob@xcig 2011 and December 31, 2010 are as follows:
Assets
December 31
October 1,
2011 2010
(In thousands)
Equipment $ 49,064 $ 57,13(
Intevac Photonic 29,29: 31,27¢
Total segment asse 78,35¢ 88,40¢
Cash, cash equivalents and investm 122,05¢ 137,38
Deferred income taxe 23,85! 17,71¢
Other current asse 6,67¢ 5,88¢
Common property, plant and equipm 1,427 1,80:
Other asset 72€ 57€
Consolidated total asse $233,09 $ 251,77:
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

12. Income Taxes

Intevac'’s effective income tax rate for the thraed aine months ended October 1, 2011 was 21.3%22a4d%6, respectively. Intevac’s
effective income tax rate for the three and nineatin® ended October 2, 2010 was 13.7% and 14.5%gctgely. Intevac adjusts its effective
income tax rate each quarter to be consistenttivittestimated annual effective income tax rate. éfffective income tax rate differs from the
applicable statutory rates due primarily to thdéizgtion of deferred and current credits, the dfféfqpermanent differences and the
geographical composition of Intevac’s worldwidergags. Intevac’s effective income tax rate is hygthépendent on the availability of tax
credits and the geographic composition of Intevadsgdwide earnings.

Intevac enjoys a tax holiday in Singapore throdghtax years ending in 2015. The tax holiday presid lower income tax rate on
certain classes of income and the agreement regiiat certain thresholds of business investmetheamployment levels be met in Singapore
in order to maintain this holiday.

Intevac is subject to income taxes in the U.S. f@darisdiction, and various state and foreigrigdictions. Tax regulations within each
jurisdiction are subject to the interpretation loé telated tax laws and regulations and requimgfgignt judgment to apply. With fer
exceptions, Intevac is not subject to U.S. fedastake and local, or international jurisdictionsdme tax examinations by tax authorities for
the years before 2006. Tax years 1999 through 28®6ubject to income tax examinations by U.S.redded California tax authorities to 1
extent of tax credit carry forwards remaining dlized in an otherwise open year. During the fgaarter of fiscal 2011, the California inco
tax examination for fiscal years ended 2005, 20662007 was completed. Due to an income tax refigmerated by a carry-back claim, the
Internal Revenue Service is currently conductimguwew of the Company’s fiscal year 2009 tax ret#dditionally, the Singapore Inland
Revenue Authority is conducting an examinationhef fiscal 2009 tax return of the Company’s whollyred subsidiary, Intevac Asia Pte.
Ltd. Presently, there are no other active incomest@minations in the jurisdictions where Intevaemtes.

13. Contingencies

From time to time, Intevac may have certain corgintdiabilities that arise in the ordinary courdét® business activities. Intevac
accounts for contingent liabilities when it is patite that future expenditures will be made and sxgenditures can be reasonably estimated.
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Iltem 2. Managemen’'s Discussion and Analysis of Financial Condition drResults of Operation

This Quarterly Report on Form 10-Q contains forwimaking statements, which involve risks and uraieties. Words such as
“believes,” “expects,” “anticipates” and the likadicate forward-looking statements. These forwamking statements include comments
related to Intevac’s shipments, projected revergegnition, product costs, gross margin, operakpenses, interest income, income taxes,
cash balances and financial results in 2011 andrzbyprojected customer requirements for Intevaels and existing products, and when,
and if, Intevac’s customers will place orders fogge products; Intevac’s ability to proliferateRisotonics technology into major military
programs and to develop and introduce commerciaging products; the timing of delivery and/or adaepe of the systems and products
comprise Intevac’s backlog for revenue; legal pediegs; and internal controls. Intevac’s actualitesmay differ materially from the results
discussed in the forward-looking statements foatety of reasons, including those set forth urieRsk Factors” and in other documents we
file from time to time with the Securities and Eadge Commission, including our Annual Report omir@0-K filed on February 25, 2011,
and our periodic Form 10-Q’s and Form 8-K's.

Overview

Intevac provides process manufacturing equipmdatieas to the hard disk drive industry, high-protivity process manufacturing
equipment and inspection solutions to the photaiolf'PV”) industry and wafer handling platformsttee semiconductor industry. Intevac
also provides sensors, cameras and systems forrgogat applications such as night vision and laagge target identification and for
commercial applications in the inspection, medisaientific and security industries. Intevac’s cusérs include manufacturers of hard disk
drives, semiconductor equipment, and PV cells dsaganedical, scientific and security companias; enforcement and the U.S.
government and its agencies and contractors. lot@ports two segments: Equipment and Intevac RiestoDuring the fourth quarter of
2010, Intevac completed the acquisition of the tamiding shares of Solar Implant Technologies, (t®IT"), a privately-owned,
development-stage company, creating a manufactunwdule for PV applications.

Product development and manufacturing activitieziom North America and Asia. Intevac has fielflagfs in Asia to support its
equipment customers. Intevac’s equipment and sepricducts are highly technical and, with the elioepf Japan, are sold primarily
through a direct sales force. In Japan, salesypieally made by Intevac’s Japanese distributorisuBo.

Intevac’s results are driven by the combinatiowofldwide demand for hard disk drives, which inmtaulepends on end-user demand for
personal computers, enterprise data storage, pdraodio and video players and video game platf@ntsintevac’s customers’ relative
market share positions. Intevac continues to exdtsiequipment diversification strategy into nearkets by introducing products for PV
solar cell and semiconductor equipment manufaajutimevac believes that expansion into these navkets which are significantly larger
than the hard disk drive deposition equipment ntarkk result in incremental equipment revenueslfdevac and decrease Intevac’s
dependence on the hard disk drive industry. InteMagsiness is subject to cyclical industry comuli, as demand for manufacturing
equipment and services can change depending otysaumpbdemand for hard disk drives, semiconductamd, PV cells, as well as other
factors, such as global economic conditions anldnelogical advances in fabrication processes.
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The following table presents certain significantasierements for the three and nine months ended@rcio 2011 and October 2, 2010:

Three months ended Nine months ended
October 1, October 2, October 1,
Change over October 2, Change over
2011 2010 prior period 2011 2010 prior period
(In thousands, except percentages and per share aomds)

Net revenue. $19,32: $64,62’ $ (45,300 $64,32¢ $166,36° $ (102,039
Gross profil $ 7,51¢  $29,58: $ (22,060 $24,03  $73,09% $ (49,06)
Gross margin perce 38.9% 45.8% (6.9) point: 37.4% 43.% (6.5) point:
Net income (loss $ (6,11¢€) $13,17¢ $ (19,299  $(15,76¢) $ 26,94¢ $ (42,71)
Earnings (loss) per diluted sh¢ $ (0.27) $ 0.5¢ $ (0.85) $ (0.69 $ 1.1¢ $ (2.87%)

Financial results for the third quarter and firstenmonths for fiscal 2011 declined over the saeréogs in the prior year as Intevac’s
Equipment customers took delivery of fewer 200 Legstems. Net revenues decreased during the thandey and first nine months of fiscal
2011 primarily due to lower equipment sales to diglaufacturers and lower Intevac Photonics’ teabmydevelopment contracts offset in
part by higher Intevac Photonics product sales.iléetme for the third quarter and first nine monthéiscal 2011 decreased compared to the
same periods in the prior year due to lower ne¢mees and increased operating expenses from tlhusimt of SIT which was acquired in the
fourth quarter of fiscal 2010, offset in-part by thbsence of variable compensation expenses aoghiton of an income tax benefit. In the
third quarter and nine months of fiscal 2011, tleenPany did not record compensation expense in edBcwith its variable compensation
programs as a result of being in a loss position.

Intevac expects its Equipment revenue for the foqutarter of 2011 to be at the same level as ihg gmarter of 2011. Although hard
drive customers are not expected to take deliveang systems for capacity for the remainder of120ttevac expects increased revenue
from its new PV equipment products. Intevac expbttsvac Photonics’ revenues in the fourth quasfe2011 to be at the same level as the
third quarter of 2011.

Intevac’s trademarks, include the following: “208dn® ,” “AccuLuber™,” “Continuum™,” “DeltaN@ ,” “EBRS® "
“ExaminerR™,” “|-Port™,” “LEAN SOLAR™,” “LithoPrime™,” “LIVAR @ “MicroVista ©" “NanoVista™,” “NightVi sta® ,” “Night
Port™,” “PHARMA-ID™,” and “RAPID-ID™",

Results of Operations

Net revenues
Three months ended Nine months ended
Change ove Change ove
October 1 October 2 October 1
prior October 2, prior
2011 2010 period 2011 2010 period
(In thousands)

Equipment $12,38: $55,86¢ $ (43,48) $42,37¢ $141,45. $ (99,079

Intevac Photonic 6,937 8,75¢ (1,822 21,95( 24,91« (2,964

Total net revenue $19,32] $64,627 $ (45,300 $64,32¢ $166,36°  $(102,03%)

Net revenues consist primarily of sales of equiphosed to manufacture thin-film disks, and, tossér extent, related equipment and
system components; revenue from contract reseatkl@velopment related to the development of elemptical sensors, cameras and
systems; and sales of low-light imaging products @ble-top and handheld Raman instruments.

20



Table of Contents

Equipment revenue for the three and nine monthee@ttober 1, 2011 decreased over the same pémitias prior year as a result of
lower sales of disk sputtering systems, technolguyrades and spare parts. During the third quaft2@11 Intevac recognized revenue on
four AccuLuber™ systems, disk equipment technologgrades, and spare parts. During the third quaft2f11 Intevac recognized the first
revenue from its PV products. Intevac sold a LEADLBR™ system whereby revenue is being recognizetbuthe installment method of
accounting over the next several years per thesaggat with this customer. During the third quaafe2010, Intevac recognized revenue on
eight 200 Lean systems, disk equipment technolpgyades and spare parts. Equipment revenue faitleemonths ended October 1, 2011
included revenue recognition for three 200 Leartesgs, eight AccuLuber systems, three Continuum™ema&ndling systems, upgrades and
spare parts. Equipment revenue for the nine maentdsd October 2, 2010 included revenue recogritiotwenty-two 200 Lean systems,
upgrades and spare parts. Long-term demand fordiskdirives is expected to increase driven byned for corporations to replace and
update employee computers, increased informatiimtdogy spending, growth in digital storage, alidéty growth rate in areal density
improvements and the proliferation of personal cotags into emerging economies. The number of systarded to support this growth can
vary from year to year and is dependent on thefagatoted above.

Intevac Photonics revenue for the three and ninetihhsoended October 1, 2011 decreased over the genioes in the prior year which
was the result of decreased contract researcharelapment work, offset in part by increased prodates. Intevac Photonics revenues for
the three months ended October 1, 2011 consist®dl.6fmillion of research and development contraeénue and $5.4 million of product
sales as compared to $5.2 million of research awéldpment contract revenue and $3.5 million ofipat sales for the three months ended
October 2, 2010. Intevac Photonics revenues fonithe months ended October 1, 2011 consisted Gfiffllion of research and development
contract revenue and $16.6 million of product sakesompared to $14.1 million of research and agweént contract revenue and $10.8
million of product sales for the nine months en@edober 2, 2010. The increase in product revensidtes from higher sales of digital night-
vision and commercial products. The decrease itracthresearch and development revenue was thit oésulower volume of contracts as
several of Intevac Photonics’ large developmentreeis were completed in 2010 and delays in U.8egonent defense budget approvals.
Intevac expects that in 2011, Intevac Photonicéless levels will be down compared to fiscal 208@bstantial growth in future Intevac
Photonics revenues is dependent on proliferatidntef/ac’s technology into major military prograrnesntinued defense spending, the ability
to obtain export licenses for foreign customersaioling production subcontracts for these progrand,development and sale of additional
commercial products.

Intevac’s backlog of orders at October 1, 2011 $26&2 million, compared to $46.7 million at DecemBg, 2010 and $64.9 million at
October 2, 2010. The $26.2 million of backlog at@ber 1, 2011 consisted of $12.7 million of Equimtnieacklog and $13.5 million of
Intevac Photonics backlog. The $46.7 million ofldag at December 31, 2010 consisted of $27.3 miléb Equipment backlog and $19.4
million of Intevac Photonics backlog. Backlog att@mer 1, 2011 includes one LEAN SOLAR system an@0® Lean systems as compared
to two solar systems and two 200 Lean systems eg¢idber 31, 2010 and six 200 Lean systems at OcB®2€10.

International sales decreased by 75.1% to $12 bmior the three months ended October 1, 201 #$%0.0 million for the three
months ended October 2, 2010 and by 65.9% to $48lién for the nine months ended October 1, 20bht $127.9 million for the nine
months ended October 2, 2010. International saldade products shipped to overseas operations®fddmpanies. The decrease in
international sales was primarily due to a decré@aset revenues from disk sputtering systems, agigg and spare parts. Substantially all of
Intevac’s international sales are to customerssiaAnternational sales constituted 64.4% of aeénues for the three months ended
October 1, 2011 and 77.3% of net revenues forttheetmonths ended October 2, 2010. Internationed sanstituted 67.9% of net revenues
for the nine months ended October 1, 2011 and 7&08ét revenues for the nine months ended Oct®p2010. The mix of domestic versus
international sales will change from period to pdridepending on the location of Intevac’s largest@mers in each period.
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Gross profit
Three months ended Nine months ended
Change ove Change ove
October 1 October 2, October 1 October 2
prior prior
2011 2010 period 2011 2010 period
(In thousands, except percentages)

Equipment gross prof $ 5,55¢€ $27,27: $ (21,715 $17,76: $66,68¢ $ (48,92
% of Equipment net revenu 44.9% 48.8% 41.% 47.1%
Intevac Photonics gross pra $ 1,962 $ 2,31: $ (351) $ 6,272 $ 6,41( $ (139§
% of Intevac Photonics net revent 28.2% 26.4% 28.6% 25.7%
Total gross profi $ 7,51¢  $29,58: $ (22,066 $24,038 $73,09¢ $ (49,06
% of net revenue 38.% 45.8% 37.2% 43.%

Cost of net revenues consists primarily of purctiasaterials and costs attributable to contractareteand development, and also
includes fabrication, assembly, test and installatabor and overhead, customer-specific engingexaists, warranty costs, royalties,
provisions for inventory reserves and scrap.

Equipment gross margin was 44.9% in the three nsostidled October 1, 2011 compared to 48.8% in tiee thonths ended October 2,
2010 and was 41.9% in the nine months ended Ociigl911 compared to 47.1% in the nine months e@#dber 2, 2010. The lower grc
margin was due primarily to lower revenues and Iofaetory utilization, partially offset by changesproduct mix. Gross margins in the
Equipment business will vary depending on a nunabéactors, including product mix, product costst®m configuration and pricing, factc
utilization, and provisions for excess and obsoietentory.

Intevac Photonics gross margin was 28.3% in theetimonths ended October 1, 2011 compared to 264k ithree months ended
October 2, 2010 and was 28.6% in the nine montde@&@ctober 1, 2011 compared to 25.7% in the nioeting ended October 2, 2010. The
improvement in gross margin resulted primarily fréamorable product mix to higher margin producesalower warranty costs and inveni
reserves, and manufacturing cost reductions offisgdrt by lower revenues, and lower margins ortre@hresearch and development.

Research and development

Three months ended Nine months ended
Change ove Change ove
October 1, October 2, October 1, October 2,
prior prior
2011 2010 period 2011 2010 period
(In thousands)
Research and development expe $ 8,61 $ 7,06: $ 1,54¢ $25,91¢ $20,61¢ $ 5,29¢

Equipment research and development spending iredteigring the three and nine months ended OctqlB11l as compared to the
same periods in the prior year due primarily toéased PV development and the inclusion of SIT whias acquired in the fourth quarter of
fiscal 2010. Research and development spendingtévac Photonics increased during the three areimionths ended October 1, 2011 as
compared to the same periods in the prior yearpdnearily to a lower volume of billable contractsearch and development efforts. Research
and development expenses do not include costs.bfrffillion and $3.5 million for the three and nimenths ended October 1, 2011
respectively, $3.3 million and $9.2 million for thheee and nine months ended October 2, 2010, cegply, which are related to Intevac
Photonics contract research and development ahglieat in cost of net revenues.
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Slling, general and administrative

Three months ended Nine months ended
Change ove Change ove
October 1, October 2, October 1 October 2,
prior prior
2011 2010 period 2011 2010 period
(In thousands)
Selling, general and administrative expe $697¢ $ 7,146 $ (169 $20,37: $21,27¢ $ (902

Selling, general and administrative expense canpistnarily of selling, marketing, customer suppéirtancial and management costs.
The decrease in selling, general and administraending in the three and nine months ended Ocigl?911 compared to the three and
nine months ended October 2, 2010 was primarilyé¢kalt of the suspension of variable compensatamnuals offset in part by acquisition-
related charges and increased equity compensatpense. Selling, general and administrative expérsthe three and nine months ended
October 1, 2011 includes $344,000 and $917,00pertiwely, in charges associated with the chandbeedrfair value of the contingent
consideration obligations related to the SIT adtjais Selling, general and administrative spendmthe nine months ended October 2, 2010
included legal expenses associated with the suttessolution of the auction rate securities (“AR&rbitration which was completed in the
third quarter of fiscal 2010.

Interest income and other, net

Three months ended Nine months ended
Change ove Change ove
October 1 October 2 October 1 October 2
prior prior
2011 2010 period 2011 2010 period
(In thousands)
Interest income and other, r $ 14C $ (B84 $ 224 $ 43 $ 37¢ % 59

Interest income and other, net consists primaffilypi@rest income on investments and foreign cuayegains and losses. The increase in
interest and other income in the three months e@#dber 1, 2011 resulted from higher interest flrogher investment balances and foreign
currency gains. The increase in interest and atteeme in the nine months ended October 1, 201dltezkfrom a gain on sale of fixed assets
and lower foreign currency losses, offset in pgridwer interest rates. Interest income and otbetHe three and nine months ended
October 1, 2011 is net of $133,000 and $283,0GMewtively, in realized losses on the sale of AR were sold to the issuers at less than
par value as part of tender offers.

Income tax provision (benefit)

Three months ended Nine months ended
Change ove Change ove
October 1 October 2, October 1 October 2,
prior prior
2011 2010 period 2011 2010 period
(In thousands)
Income tax provision (benefi $(1,81) $ 2,11C $ (3,927) $(6,047) $ 4,63t $ (10,68

Intevac'’s effective income tax rate for the thred aine months ended October 1, 2011 was 21.3%22a4d%6, respectively. Intevac’s
effective income tax rate for the three and nineatin® ended October 2, 2010 was 13.7% and 14.5%gctgely. Intevac adjusts its effective
income tax rate each quarter to be consistenttivitestimated annual effective income tax rate. &fffextive income tax rate differs from the
applicable statutory rates due primarily to thdéizgtion of deferred and current credits, the dfféfqpermanent differences and the
geographical composition of Intevac’s worldwidergags. Intevac’s effective income tax rate is hygthépendent on the availability of tax
credits and the geographic composition of Inteva@sdwide earnings.

Intevac enjoys a tax holiday in Singapore throdghtax years ending in 2015. The tax holiday presid
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lower income tax rate on certain classes of incangethe agreement requires that certain thresloéldssiness investment and employment
levels be met in Singapore in order to maintais tialiday.

Intevac is subject to income taxes in the U.S. f@darisdiction, and various state and foreigrigdictions. Tax regulations within each
jurisdiction are subject to the interpretation loé telated tax laws and regulations and requingfgignt judgment to apply. With fe'
exceptions, Intevac is not subject to U.S. fedesttake and local, or international jurisdictionsame tax examinations by tax authorities for
the years before 2006. Tax years 1999 through 28®6ubject to income tax examinations by U.S.redded California tax authorities to 1
extent of tax credit carry forwards remaining dlized in an otherwise open year. During the faqaarter of fiscal 2011, the California inco
tax examination for fiscal years ended 2005, 20862007 was completed. Due to an income tax refiemerated by a carry-back claim, the
Internal Revenue Service is currently conductimguwew of the Company’s fiscal year 2009 tax retddditionally, the Singapore Inland
Revenue Authority is conducting an examinationhef fiscal 2009 tax return of the Company’s whollyred subsidiary, Intevac Asia Pte.
Ltd. Presently, there are no other active incomesta@minations in the jurisdictions where Intevaemates.

Liquidity and Capital Resources

At October 1, 2011, Intevac had $122.0 million @sls, cash equivalents, and investments compa&tBi4 million at December 31,
2010. During the first nine months of 2011, castshcequivalents and investments decreased by #&fiflich due primarily to cash used by
operating activities, payment of acquisiticelated contingent consideration and purchaseiged fassets partially offset by cash received
the sale of Intevac common stock to Intevac’s eygas through Intevac’s employee benefit plans.

Cash, cash-equivalents and investments consikedbtlowing:

December 31

October 1,
2011 2010
(In thousands)
Cash and cash equivalel $ 27,93 $ 109,52
Shor-term investment 45,43; 4,99/
Long-term investment 48,68¢ 22,86¢
Total cash, cash equivalents and investm $122,05¢ $ 137,38l

Operating activities used cash of $10.1 millioningithe first nine months of 2011 and generateti c8$39.8 million during the first
nine months of 2010. The decrease in cash gendrgtederating activities was due primarily to thet ltoss and changes in working capital
during the first nine months of 2011.

Accounts receivable totaled $16.3 million at Octobe2011, compared to $25.9 million at December2B10. The decrease of $9.6
million in the receivable balance was duetdlections and lower revenue levels. Total neemeries decreased to $19.8 million at Octob
2011, compared to $20.7 million at December 3102lde to system shipments. Accrued payroll andeelkabilities decreased by $6.0
million during the nine months ended October 1,22pdimarily related to the payment for prior yeanbses and profit sharing.

Investing activities in the first nine months oflA0used cash of $71.8 million. Purchases of investmnet of proceeds from sales of
investments totaled $67.3 million. Capital expemdis for the nine months ended October 1, 2011 & million.

Financing activities in the first nine months ofl20generated cash of $236,000. Intevac generagbdateb2.6 million from the sale of
Intevac common stock to Intevac’s employees thrdatgvac’s employee benefit plans. In connectioththie acquisition of SIT, Intevac
agreed to pay up to an aggregate of $7.0 millioraish to the selling shareholders if certain noless are achieved over a specified period.
On July 21, 2011, Intevac made $2.4 million in payts to the selling shareholders of SIT for achieset of the first milestone.
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Intevac’s investment portfolio consists principadliyinvestment grade money market mutual funds,G-iDkured corporate bonds, U.S.
Treasury and agency securities, commercial papemjaipal bonds, corporate bonds and variable rateathd notes (“VRDNSs"). Intevac
regularly monitors the credit risk in its investrmh@ortfolio and takes measures, which may inclindesiale of certain securities, to manage
such risks in accordance with its investment pesici

As of October 1, 2011, Intevac’s available-for-ssgeurities included $5.4 million par value of émetrate securities (“ARS”), less a
temporary valuation adjustment of $358,000 to otfteeir current lack of liquidity. Management le#iés that the impairment of the ARS
investments is temporary. Due to current marketlitmms, these investments have experienced failetions beginning in mid-February
2008. These failed auctions result in a lack afitiity in the securities, but do not affect the eriging collateral of the securities. Intevac ¢
not anticipate that any potential lack of liquiditythese ARS will affect its ability to financesibperations and planned capital expenditures.
Intevac continues to monitor efforts by the finahecharkets to find alternative means for restothmgliquidity of these investments. These
investments are classified as non-current asséitdntevac has better visibility as to when thiguidity will be restored. The classification
and valuation of these securities will continudéoreviewed quarterly. During the first nine montfi2011, Intevac participated in two ten
offers, sold ARS with par values of $5.0 milliomllected $4.7 million and recognized realized Igsse the sales of $283,000. Additionally,
during the first nine months of 2011, $500,000 &Awere redeemed at par.

As described in Note 8 of Notes to Condensed Cadeteld Financial Statements, the fair value ofARS was estimated at $5.0 milli
using discounted cash flow models. The estimatéstofe cash flows are based on certain key assangptsuch as discount rates appropriate
for the type of asset and risk, which are signiftaanobservable inputs. There was insufficient olz@le market information for the ARS h
by Intevac to determine the fair value. Therefoesdl 3 fair values were estimated for these seesriity incorporating assumptions that
market participants would use in their estimatefafvalue. Some of these assumptions includeditcgeiality, collateralization, final stated
maturity, estimates of the probability of beingledlor becoming liquid prior to final maturity, reahptions of similar ARS, previous market
activity for the same investment security, impage tb extended periods of maximum auction ratesvahdéation models.

As of October 1, 2011, approximately $13.5 millmfircash and cash equivalents and $18.0 milliomeéstments were domiciled in
foreign tax jurisdictions. Intevac expects a siguaifit portion of these funds to remain off shoréhim short term. If the Company chose to
repatriate these funds to the United States, itldvba required to accrue and pay additional taxeary portion of the repatriation where no
United States income tax had been previously psakid

Intevac believes that its existing cash, cash edeints and investments will be sufficient to mégtash requirements for the foresee
future. Intevac intends to undertake approxima$ady to $4.0 million in capital expenditures durthg remainder of 2011.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldisclosures in conformity with accounting prineiglgenerally accepted in the United
States of America (“US GAAP”) requires managemenmnike judgments, assumptions and estimates tieat #ie amounts reported.
Intevac’s significant accounting policies are désaxt in Note 1 to the Consolidated Financial Statets included in Item 8 of Intevac’s
Annual Report on Form 10-K filed on February 251 20Certain of these significant accounting polciee considered to be critical
accounting policies, as defined below.

A critical accounting policy is defined as one tisaboth material to the presentation of Intevdiciancial statements and requires
management to make difficult, subjective or compilelgments that could have a material effect oevat’s financial conditions and results
of operations. Specifically, critical accountingiemtes have the following attributes: 1) Intevacdquired to make assumptions about me
that are highly uncertain at the time of the estamand 2) different estimates Intevac could reabynhave used, or changes in the estimate
that are reasonably likely to occur, would haveatamal effect on Intevac’s financial conditionresults of operations.
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Estimates and assumptions about future eventshandeffects cannot be determined with certaintjevac bases its estimates on
historical experience and on various other assumgtbelieved to be applicable and reasonable uhdaircumstances. These estimates may
change as new events occur, as additional infoomasi obtained and as Intevac’s operating envirgriroleanges. These changes have
historically been minor and have been includedédonsolidated financial statements as soon gsme known. In addition,
management is periodically faced with uncertainties outcomes of which are not within its conantl will not be known for prolonged
periods of time. Many of these uncertainties aseuised in the section below entitled “Risk Factd@ased on a critical assessment of
Intevac’s accounting policies and the underlyimdpgjonents and uncertainties affecting the applicatioimose policies, management believes
that Intevac’s consolidated financial statemengsfairly stated in accordance with US GAAP, andvite a meaningful presentation of
Intevac’s financial condition and results of openat

For further information about Intevac’s other @dti accounting policies, see the discussion oicatibccounting policies in Intevac'’s
2010 Form 10-K. Management believes that therébbaga no significant change during the nine montiaed October 1, 2011 to the items
identified as critical accounting policies in Iné&vs 2010 Form 10-K.

ltem 3. Quantitative and Qualitative Disclosures AboMiarket Risk

Interest raterisk. Intevac’s exposure to market risk for changes tergst rates relates primarily to its investmentfpbo. Intevac does
not use derivative financial instruments in Intéganvestment portfolio. Intevac places its investits with high quality credit issuers and, by
policy, limits the amount of credit exposure to ame issuer. Investments typically consist of comuiaépaper, FDIC insured corporate
bonds, obligations of the U.S. government andgenaies, corporate debt securities, municipal boviBONs and ARS.

The table below presents principal amounts ande@aeighted-average interest rates by year of@gdematurity for Intevac’s
investment portfolio at October 1, 2011.

Fair
2011 2012 2013 2014 2015 Beyond Total Value
(In thousands, except percentages)
Cash equivalent
Fixed rate amount $ 1,25( — — — — — $ 1,25 $ 1,25C
Weightec-average rat 0.22% — — — — —
Variable rate amoun $ 5,081 — — — — — $ 5,081 $ 5,081
Weightec-average rat 0.0&% — — — — —
Shor-term investment
Fixed rate amouni $ 7,362 $29,76¢ — — — — $ 37,12¢ $ 37,130
Weightec-average rat 1.4€% 3.5&% — — — —
Variable rate amoun $ 7,74¢ $ 55C — — — — $ 829 $ 8,30(C
Weightec-average rat 0.3™% 0.35% — — — —
Long-term investment
Fixed rate amoun — $27,12¢  $16,53: — —  $5,40C $ 49,06 $ 48,68¢
Weightec-average rat — 2.4&% 3.08% — — 0.42%
Total investment portfoli $21,44(  $57,44:  $16,53: — —  $5,40C $100,81¢ $100,45-

At October 1, 2011, Intevac held investments in AR&h the liquidity issues experienced in globeddit and capital markets, Intevac’
ARS have experienced multiple failed auctions.Jatecontinues to earn interest at the maximum aeotial rate for each security. The
estimated values of the ARS held by Intevac aronger at par. As of October 1, 2011, Intevac ha@ $nillion in ARS in the Condensed
Consolidated Balance Sheet, which is net of analizetl loss of $358,000. The unrealized loss ikiged in other comprehensive income, as
the decline in value is deemed to be temporarypdinearily to Intevac’s ability and intent to holddse securities long enough to recover
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their values and that it is more likely than naittmtevac would not be required to sell these ARfre recovery in their par values.

Intevac continues to monitor the market for ARS aodsider its impact (if any) on the fair markelueaof its investments. If the curre
market conditions continue, or the anticipated vecp in market values does not occur, Intevac neyeluired to record additional
unrealized losses or record an impairment char@®1..

Based on Intevac’s ability to access its castextsected operating cash flows, and other sourceadtf, Intevac does not anticipate that
the lack of liquidity of these investments will @t Intevac’s ability to operate its business mdhdinary course.

Foreign exchangerisk. From time to time, Intevac enters into foreign eaay forward exchange contracts to hedge certaits of
anticipated foreign currency transaction, transtaind re-measurement exposures. The objectiesétcontracts is to minimize the impact
of foreign currency exchange rate movements orvaitts operating results. At October 1, 2011, Intelvad no foreign currency forward
exchange contracts.

Item 4. Controls and Procedures
Evaluation of disclosure controls and procedures

Intevac maintains a set of disclosure controlsgnodedures that are designed to ensure that infammeelating to Intevac, Inc. requir
to be disclosed in periodic filings under the Sémg Exchange Act of 1934, or Exchange Act, iorded, processed, summarized and
reported in a timely manner under the Exchange lAatonnection with the filing of this Form 10-Qrfthe quarter ended October 1, 2011, as
required under Rule 13a-15(b) of the Exchange &ttgvaluation was carried out under the supervisrmhwith the participation of
management, including the Chief Executive Officed &€hief Financial Officer, of the effectivenesdmtievac’s disclosure controls and
procedures as of the end of the period coveretiibyguarterly report. Based on this evaluatiorg\at’s Chief Executive Officer and Chief
Financial Officer concluded that our disclosuretools and procedures were effective as of Octob2011.

Attached as exhibits to this Quarterly Report anifications of the CEO and the CFO, which arauiegfl in accordance with Rule 13a-
14 of the Exchange Act. This Controls and Procesigeztion includes the information concerning thatiols evaluation referred to in the
certifications, and it should be read in conjunetidth the certifications for a more complete ursti@nding of the topics presented.

Definition of disclosure controls

Disclosure Controls are controls and proceduregded to ensure that information required to beldised in our reports filed under 1
Exchange Act, such as this Quarterly Report, isndsd, processed, summarized and reported witkitirthe periods specified in the
Securities and Exchange Commission’s rules andgobisclosure Controls are also designed to erthatesuch information is accumulated
and communicated to our management, including 8® @nd CFO, as appropriate to allow timely decisi@yarding required disclosure.
Our Disclosure Controls include components of atgrinal control over financial reporting, which s@is of control processes designed to
provide reasonable assurance regarding the réfyabflour financial reporting and the preparatafrfinancial statements in accordance with
generally accepted accounting principles in the. Wsthe extent that components of our internatdmver financial reporting are included
within our Disclosure Controls, they are includadhe scope of our quarterly controls evaluation.

Limitations on the effectiveness of controls

Intevac’'s management, including the CEO and CF@sdamt expect that Intevac’s Disclosure Controlstavac’s internal control over
financial reporting will prevent all error and &hud. A control system, no matter how well desyaad operated, can provide only
reasonable, not absolute, assurance that the tepstem’s objectives will be met. Further, theigef a control system must reflect the fact
that there are resource constraints, and the hemdftontrols must be considered relative to tbests. Because of the inherent limitations
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in all control systems, no evaluation of contrads @rovide absolute assurance that all controessind instances of fraud, if any, within
Intevac have been detected. These inherent limitatinclude the realities that judgments in deaisitaking can be faulty and that
breakdowns can occur because of simple error dak@sControls can also be circumvented by theviddal acts of some persons, by
collusion of two or more people, or by managememetriade of the controls. The design of any systémoatrols is based in part on certain
assumptions about the likelihood of future eveats there can be no assurance that any desigaugiked in achieving its stated goals u
all potential future conditions. Over time, conrohay become inadequate because of changes irtioosdir deterioration in the degree of
compliance with policies or procedures. Becaush®inherent limitations in a cost-effective cohggstem, misstatements due to error or
fraud may occur and not be detected.

Changes in internal controls over financial reportng

There were no changes in our internal controls &mancial reporting that occurred during the pdramvered by this Quarterly Report
on Form 10-Q that have materially affected, orragsonably likely to materially affect, Intevaa'gérnal control over financial reporting.

PART Il. OTHER INFORMATION

ltem 1. Legal Proceedings

From time to time, Intevac is involved in claimsddagal proceedings that arise in the ordinary sewf business. Intevac expects that
the number and significance of these matters niliéase as Intevac’s business expands. Any claipoeedings against us, whether
meritorious or not, could be time consuming, resuttostly litigation, require significant amour@émanagement time, result in the diversion
of significant operational resources, or requirgéausnter into royalty or licensing agreements Whi€required, may not be available on te
favorable to us or at all. Intevac is not preseatfarty to any lawsuit or proceeding that, inVatgs opinion, is likely to seriously harm
Intevac’s business.

Item 1A. Risk Factors

The following factors could materially affect Ints/s business, financial condition or results aémgions and should be carefully considered
in evaluating the Company and its business, intadtdio other information presented elsewhere is thport.

The industries we serve are cyclical, volatile amdpredictable.

The majority of our revenue is derived from theesafl equipment used to manufacture commodity telolgyagroducts such as disk
drives. We have also entered markets to sell eqgrpnrsed to manufacture commodity technology prtsdsiech as semiconductor devices
and photovoltaic (“PV”) solar cells. This subjeatsto business cycles, the timing, length and ilityadf which can be difficult to predict.
When demand for commaodity technology products edeg@eoduction capacity, then demand for new capdaipment such as ours tends to
be amplified. Conversely, when supply of commodkiiyhnology products exceeds demand, then demam#¥orcapital equipment such as
ours tends to be depressed. For example, salgsteiss for magnetic disk production were severefyrdssed from mid-1998 until mid-2003
and grew rapidly from 2004 through 2006, followadsbdownturn in the cycle in late 2007 which coaéd through 2009. The number of
new systems delivered declined sequentially in 22008 and 2009. The number of new systems detiiereased in 2010 as customers
increased their production capacity in responsedeased demand for digital storage. Intevac doégxpect to ship any 200 Lean systems
for capacity additions for the remainder of 201thashard disk drive industry is not expected td ek same level of capacity experienced in
2010. We cannot predict with any certainty wherséheycles will begin or end.

Our equipment represents only a portion of thetahpkpenditure that our customers incur when tiggyrade or add production
capacity. Accordingly, our customers generally caticmmaking large capital expenditures, far
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in excess of the cost of our systems alone, wheyndlecide to purchase our systems. The magnitutheesé capital expenditures requires our
customers to have access to large amounts of tafie magnetic disk, semiconductor and solarro@lhufacturing industries have from tii

to time made significant additions to their prodioictcapacity. Our customers generally reduce tbe#l of capital investment during
downturns in the overall economy, or during a dawmtn their industries.

We must effectively manage our resources and ptamucapacity to meet rapidly changing demand. Rusiness experiences rapid
growth and contraction, which stresses our infagstire, internal systems and managerial resoutng#ng periods of increasing demand for
our products, we must have sufficient manufactudagacity and inventory to meet customer demanidicat retain and motivate a sufficient
number of qualified individuals; and effectively naae our supply chain. During periods of decreadgrgand for our products, we must be
able to align our cost structure with prevailingrke conditions; motivate and retain key employaed effectively manage our supply chain.

Sales of our equipment are primarily dependent amr @ustomers’ upgrade and capacity expansion plarl whether our customers
select our equipment.

We have no control over our customers’ upgradecapécity expansion plans, and we cannot be suyentileselect, or continue to
select, our equipment when they upgrade or expgagid ¢apacity. The sales cycle for our equipmestesys can be a year or longer, invol\
individuals from many different areas of Intevad amumerous product presentations and demonstratosir prospective customers. Our
sales process also commonly includes productiGaoiples, customization of our products, and iredtal of evaluation systems in the
factories of our prospective customers. We do ntegranto long-term contracts with our customers] antil an order is actually submitted by
a customer there is no binding commitment to pwelaur systems.

Intevac Photonics’ business is also subject to kalgs cycles because many of its products, suchrasilitary imaging products, often
must be designed into the customers’ end produttieh are often complex state-of-the-art produttese development cycles are often
multi-year, and our sales are contingent on outocansrs successfully integrating our product inirtiproduct, completing development of
their product and then obtaining production ordergheir product from the U.S. government or itiea.

Sales of new manufacturing systems are also dependebsolescence and replacement of the instiadled of our customers’ existing
equipment with newer, more capable equipment. ¢frages are developed that extend the useful liteeoinstalled base of systems, then we
tend to sell more upgrade products and fewer netesys, which can significantly reduce total reverige example, some of our 200 Lean
customers continue to use legacy systems for tugtion of perpendicular media, which delayedrémacement of such systems with new
200 Lean systems.

Our 200 Lean customers also experience compefition companies that produce alternative storagentgogies like flash memory,
which offer smaller size, lower power consumption anore rugged designs. We expect that in thedutiew personal computing devices
and products will be developed, some of which, aghternet appliances, tablet computing devicetyjooks or mobile phones with
advanced capabilities, or “smartphones”, may nataio a disk drive. Products using alternative tetbgies, such as flash memory, optical
storage and other storage technologies, are begdamireasingly common and could become a signifisanrce of competition to particular
applications of the products of our 200 Lean custicrywhich could adversely affect our results cdragions. If alternative technologies, such
as flash memory, replace hard disk drives as afignt method of digital storage, then demanddor hard disk manufacturing products
would decrease.

We operate in an intensely competitive marketpla@geg our competitors have greater resources thandee

In the market for our disk sputtering systems, weegience competition from Canon Anelva, which salsl a substantial number of
systems worldwide. In the market for semiconduatafer handling equipment we are attempting to eatearket with several large
established competitors including Brooks Automagod Genmark Automation as well as competition fiotarnally developed products at
Applied Materials and Tokyo Electron. Intevac igatpting to enter the PV equipment market, andsfacenpetition from large established
competitors
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including Applied Materials, Veeco Instruments, @etherm Photovoltaics, Meyer Burger Roth & Rau AGyian Semiconductor
Equipment Associates, Von Ardenne and cell modwdautfacturers that are internally developing marnufaty equipment that may be sold
externally in the future. In the market for our itaity imaging products we experience competitiamfrcompanies such as ITT Industries and
BAE Systems. In the markets for our commercial imggroducts we compete with companies such as Amidsa, E2V, Hamamatsu,
Texas Instruments and Roper Industries for semambcamera products, and with companies such assAB&W Tek, GE Security, Horiba—
Jobin Yvon, Ocean Optics, Renishaw, Thermo Scierdiid Smiths Detection for Raman spectrometerymtsd Our competitors have
substantially greater financial, technical, mankgtimanufacturing and other resources than wegpeagally in the semiconductor and
photovoltaic equipment markets where we have metipusly offered products. We cannot ensure thatompetitors will not develop
enhancements to, or future generations of, coniaeproducts that offer superior price or perforicafeatures. Likewise, we cannot ensure
that new competitors will not enter our markets dadelop such enhanced products. Moreover, cormpefir our customers is intense, and
our competitors have historically offered substmiricing concessions and incentives to attractcostomers or retain their existing
customers.

We are exposed to risks associated with a highlgaamtrated customer base.

Historically, a significant portion of our revenimeany particular period has been attributablealesof our disk sputtering systems to a
limited number of customers. This concentratiosudgtomers as well as the customesggcific capacity plans and market share shiftdeat
to extreme variability in revenue and financialules from period to period.

Industry consolidation can limit the number of pital customers for our products. Seagate acqWitaxtor in 2006 and announced in
2011 that it will acquire Samsung’s hard disk dtsiness. Western Digital acquired Komag in 2803ya’s magnetic media operations in
2010 and announced in 2011 that it will acquireattii Global Storage Technology. The concentratfouo customer base may enable our
customers to demand pricing and other terms unédlerto Intevac, and makes us more vulnerabledogds in demand by a given custor
Orders from a relatively limited number of manutaets have accounted for, and will likely continaeaccount for, a substantial portion of
our revenues. The loss of one of these large cus®ror delays in purchasing by them, could havegerial and adverse effect on our
revenues.

Our growth depends on development of technicallywadced new products and processes.

We have invested heavily, and continue to investhé development of new products, such as oul2a® Gen Il system, our
Continuum wafer handling product, our LEAN SOLARs®ms for PV applications, our digital night-visiproducts, our Raman system
products and our near-eye display products. Ouremascin developing and selling new products depepds a variety of factors, including
our ability to: predict future customer requirengemhake technological advances, achieve a low ¢ottl of ownership for our products,
introduce new products on schedule, manufacturéymts cost-effectively including transitioning pradion to volume manufacturing;
commercialize and attain customer acceptance oprmgucts; and achieve acceptable and reliabl®pednce of our new products in the
field. Our new product decisions and developmentroitments must anticipate continuously evolvingusigly requirements significantly in
advance of sales. In addition, we are attemptirexgmand into new or related markets, includingsiconductor market for wafer
fabrication equipment and the PV market. Our exjpemisito the PV market is dependent upon the s@cokeur customers’ development
plans, some of which are start-ups and in theiimpneary stages of development, as well as theilitglto raise capital to fund their future
development and capacity expansion. To date we halveecognized material revenue from such prod#eisure to correctly assess the size
of the markets, to successfully develop cost effegtroducts to address the markets or to estaéffglstive sales and support of the new
products would have a material adverse effect turéurevenues and profits.

Rapid technological change in our served markefsires us to rapidly develop new technically adeahproducts. Our future success
depends in part on our ability to develop and ofiew products with improved capabilities and totoare to enhance our existing product:
new products have reliability or quality problerosr performance may be impacted by reduced ortiggser manufacturing costs, delays in
acceptance and payment for new products and addlits@rvice and warranty expenses.
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Our operating results fluctuate significantly fromquarter to quarter, which can lead to volatility ithe price of our common stock.

Our quarterly revenues and common stock price fagtiated significantly. We anticipate that ouveaues, operating margins and
common stock price will continue to fluctuate fovariety of reasons, including: (1) changes indamand, due to seasonality, cyclicality and
other factors in the markets for computer systatmwage subsystems and consumer electronics confalisks our customers produce with
our systems; (2) delays or problems in the intréiduacand acceptance of our new products, or dglieéexisting products; (3) timing of
orders, acceptance of new systems by our custarneancellation of those orders; (4) new produsssyices or technological innovations by
our competitors or us; (5) changes in our manufaajcosts and operating expense; (6) changesnargeeconomic, political, stock market
and industry conditions; and (7) any failure of operating results to meet the expectations ofstment research analysts or investors.

Any of these, or other factors, could lead to vibtatand/or a rapid change in the trading priceoaf common shares. In the past,
securities class action litigation has been ingdwagainst companies following periods of voltiln the market price of their securities. Any
such litigation, if instituted against Intevac, result in substantial costs and diversion of agament time and attention.

Adverse economic conditions and volatility and diption of the capital and credit markets may negagiy impact our revenues and our
ability to access financing.

Economic conditions worldwide have contributed ¢éer@ased spending by our customers and a slowdotie ihard disk drive
industry. These factors have adversely impactedparating results in prior periods and have causeid be cautious about our future
outlook. Our customers continue to remain cautatusut the sustainability of the recovery. Negathacroeconomic and global recessionary
factors, further volatility or disruption in theptal and credit markets or further uncertaintyvaakening in key markets could negatively
impact spending for our products and may materidlyersely affect our business, operating resalisfimancial condition.

In addition, while we intend to finance operatiovith existing cash and cash flow from operatiohagcessary, we may require
financing to support our continued operations. Buthe existing uncertainty in the capital and @rethrkets, our access to capital may na
available on terms acceptable to us or at all.

We may not be able to obtain export licenses frdma U.S. government permitting delivery of our praets to international customers.

Many of our products, especially Intevac Photonmrsducts, require export licenses from U.S. govemt agencies under the Export
Administration Act, the Trading with the Enemy Axft1917, the Arms Export Act of 1976 or the Intdfomal Traffic in Arms Regulations.
These regulations limit the potential market fomgoof our products. We can give no assurance thatillbe successful in obtaining all the
licenses necessary to export our products. Heigltgovernment scrutiny of export licenses for degarelated products has resulted in
lengthened review periods for our license appliseti Exports to countries that are not consideyeithd U.S. government to be allies are
likely to be prohibited, and even sales to U.Seslinay be limited. Failure to comply with expoohtrol laws, including identification and
reporting of all exports and re-exports of contrdltechnology or exports made without correct eeapproval or improper license use could
result in severe penalties and revocation of lieenBailure to obtain export licenses, delays taiong licenses, or revocation of previously
issued licenses would prevent us from selling ffected products outside the United States anddcoedjatively impact our results of
operations.

The Intevac Photonics business is dependent on lg@/ernment contracts, which are subject to fixedcpng, immediate termination
and a humber of procurement rules and regulations.

We sell many of our imaging products and servidesctly to the U.S. government, as well as to prooatractors for various U.S.
government programs. The U.S government is coriaglsignificant changes to defense spending aner gifograms. We cannot predict the
impact of potential changes in priorities due tditary
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transformation and planning and/or the nature atmeated activity on existing, follow-on or replment programs. A shift of government
priorities to programs in which we do not partidgand/or reductions in funding for or the termimatof programs in which we do
participate, unless offset by other programs ambdpnities, could have a material adverse effaabar financial position, results of
operations, or cash flows.

Funding of multi-year government programs is sutfi@congressional appropriations, and there iguarantee that the U.S.
government will make further appropriations, patiécly given the U.S. government’s recent focuspending in other areas. Sales to the
U.S. government and its prime contractors may la¢saffected by changes in procurement policiesgbudonsiderations and political
developments in the United States or abroad. Famele, if the U.S. government is less focused darte spending or there is a decrease in
hostilities, demand for our products could decre@ke loss of funding for a government program waeisult in a loss of future revenues
attributable to that program. The influence of afithese factors, which are beyond our control]aoegatively impact our results of
operations.

A significant portion of our U.S. government reveris derived from fixed-price development and paditun contracts. Under fixed-
price contracts, unexpected increases in the oattvelop or manufacture a product, whether dumeatocurate estimates in the bidding
process, unanticipated increases in material cadsced production volumes, inefficiencies or ofaetors, are borne by us. We have
experienced cost overruns in the past that hawdteesin losses on certain contracts, and may éxpeg additional cost overruns in the fut
We are required to recognize the total estimatgzhshof cost overruns in the period in which they farst identified. Such cost overruns
could have a material adverse effect on our restiligperations.

Generally, government contracts contain provisjpgrgnitting termination, in whole or in part, withtqarior notice at the government’s
convenience upon the payment of compensation anlwérk done and commitments made at the timerafiteation. We cannot ensure that
one or more of the government contracts under wivighor our customers, operate will not be terngidainder these circumstances. Also
cannot ensure that we, or our customers, wouldheta procure new government contracts to offsetréevenues lost as a result of any
termination of existing contracts, nor can we eaghat we, or our customers, will continue to ramaigood standing as federal contractors.

As a U.S. government contractor we must comply wjtlcific government rules and regulations andsabgect to routine audits and
investigations by U.S. government agencies. If ailtd comply with these rules and regulations, dsults could include: (1) reductions in
the value of our contracts; (2) reductions in antsymeviously billed and recognized as revenuec@®fract modifications or termination;
(4) the assessment of penalties and fines; ansu&ension or debarment from government contractisgibcontracting for a period of time
or permanently.

Changes to our effective tax rate affect our resutif operations.

As a global company, we are subject to taxatiaiménUnited States and various other countries.ifsignt judgment is required to
determine and estimate worldwide tax liabilitiesir@uture effective tax rate could be affected fiy:changes in tax laws; (2) the allocatiot
earnings to countries with differing tax rates; ¢Banges in worldwide projected annual earningziimment and future years: (4) accounting
pronouncements; or (5) changes in the valuaticouotleferred tax assets and liabilities. Althoughlvelieve our tax estimates are reasoni
there can be no assurance that any final deterimmaill not be different from the treatment refied in our historical income tax provisions
and accruals, which could result in additional papts by Intevac.

Intevac enjoys a tax holiday in Singapore throdghtax years ending in 2015. The tax holiday presid lower income tax rate on
certain classes of income and the agreement reqthia¢ certain thresholds of business investmetheanployment levels be met in Singapore
in order to maintain this holiday. We may lose eligibility for such benefits if, among other thsygapplicable requirements are not met or if
Intevac incurs net losses for which it cannot claisheduction. Loss of these tax benefits couldlr@sour income in Singapore being taxe
the statutory rate of 17% instead of the agreedd@pTax Holiday rate of 0%. A loss of all or pafrthese tax benefits would adversely affect
our results of operations and cash flows.
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We booked significant tax benefits in 2008, 2008 tre first nine months of 2011 based on managémbelief that we could both
carryback losses and tax credits to years Intes@tipcome taxes and carryforward losses and &ditsrto future years where we would
generate taxable income. Intevac will need to geeapproximately $71 million of taxable incomehe United States in order to realize the
Federal deferred tax assets recorded as of Ociol@@11. If our expectations of future income aeoirect, we could be required to establish
a valuation allowance against some or all of tHerded tax assets.

Our success depends on international sales andrtt@agement of global operations.

The majority of our revenues come from regionsidetthe United States. Most of our internationd&sare to customers in Asia, wh
includes products shipped to overseas operatiobsSfcompanies. We currently have manufacturiedities in California, Wyoming and
Singapore and international customer support cffineSingapore, China, and Malaysia. We expectititatnational sales will continue to
account for a significant portion of our total reve in future years. Certain of our suppliers ése bbcated outside the United States.

Managing our global operations presents challeimgggding, but not limited to, those arising froi) global trade issues; (2) variatic
in protection of intellectual property and othegdérights in different countries; (3) concerndb$. governmental agencies regarding pos
national commercial and/or security issues posegrbwing manufacturing business in Asia; (4) fladttan of interest rates, raw material
costs, labor and operating costs, and exchangg mattuding the weakening relative position of thé. dollar; (5) variations in the ability to
develop relationships with suppliers and otherlibeainesses; (6) changes in the laws and regaktibthe United States, including export
restrictions, and other countries, as well as timérpretation and application; (7) the need wvjate technical and spares support in different
locations; (8) political and economic instabili{®) cultural differences; (10) varying governmemtentives to promote development;
(11) shipping costs and delays; (12) adverse comditin credit markets; (13) variations in tariffgiotas, tax codes and other market barriers;
and (14) barriers to movement of cash.

We must regularly assess the size, capability acation of our global infrastructure and make appede changes to address these
issues.

We may be subject to additional impairment chargke to potential declines in the fair value of oassets.

As a result of our acquisitions, we have significgmodwill and intangible assets on our balanceshe test goodwill and intangible
assets for impairment on a periodic basis as reduand whenever events or changes in circumstamtieate that the carrying value may
be recoverable. The events or changes that cogldresus to test our goodwill and intangible asgatémpairment include: a significant
reduction in our stock price, and as a result mar&pitalization, changes in our estimated futwghcflows, as well as changes in rates of
growth in our industry or in any of our reportingits. In the fourth quarter of 2008, we recordednapairment charge of $10.5 million for
goodwill due to a decline in our market capitalizatand certain purchased technology intangibletastue to lower revenue expectations.
We will continue to evaluate the carrying valueoaf remaining goodwill and intangible assets andla@fdetermine in the future that there is a
potential further impairment in any of our repogtinnits, we may be required to record additionalrghs to earnings which could materially
adversely affect our financial results and couftbahaterially adversely affect our business. Sete NdBusiness Combination, Goodwill and
Purchased Intangible Assets, Net” in the Noteti¢oGondensed Consolidated Financial Statementftitional information related to
impairment of goodwill and intangible assets.

Our success is dependent on recruiting and retaigia highly talented work force.

Our employees are vital to our success, and ouni@yagement, engineering and other employees fliruliiito replace. We generally
do not have employment contracts with our key eygss. Further, we do not maintain key person fifufance on any of our employees.
The expansion of high technology companies worléwids increased demand and competition for qualifegsonnel, and has made
companies increasingly protective of prior emplaydemay be difficult for us to locate employeésonare not subject to non-competition
agreements and other restrictions.

33



Table of Contents

The majority of our U.S. operations are locate@alifornia where the cost of living and of recrngiemployees is high. Our operating
results depend, in large part, upon our abilityetain and attract qualified management, engingenrarketing, manufacturing, customer
support, sales and administrative personnel. Furtbie, we compete with industries such as the dastddrive, semiconductor, and solar
industries for skilled employees. Failure to retaxisting key personnel, or to attract, assimitateetain additional highly qualified employe
to meet our needs in the future, could have a riahgend adverse effect on our business, finanaatition and results of operations.

We are dependent on certain suppliers for parts dige our products.

We are a manufacturing business. Purchased parssittive the largest component of our product d@st. ability to manufacture
depends on the timely delivery of parts, componantssubassemblies from suppliers. We obtain sdrtteedkey components and
subassemblies used in our products from a singlpligu or a limited group of suppliers. If any afrcsuppliers fail to deliver quality parts on
a timely basis, we may experience delays in manurfizag), which could result in delayed product deties, increased costs to expedite
deliveries or develop alternative suppliers, ouiesgredesign of our products to accommodate altera suppliers. Some of our suppliers are
thinly capitalized and may be vulnerable to failgreen recent economic conditions.

Our business depends on the integrity of our inésitual property rights.

The success of our business depends upon theitptefour intellectual property rights, and we oahensure that: (1) any of our
pending or future patent applications will be alémivor that any of the allowed applications willisgued as patents or will issue with claims
of the scope we sought; (2) any of our patentsnaitibe invalidated, deemed unenforceable, circumteeeor challenged; (3) the rights grar
under our patents will provide competitive advaetatp us; (4) other parties will not develop simgeoducts, duplicate our products or
design around our patents; or (5) our patent rightsllectual property laws or our agreements adlequately protect our intellectual property
or competitive position.

From time to time, we have received claims thataweeinfringing third parties’ intellectual propenrights or seeking to invalidate our
rights. We cannot ensure that third parties will inahe future claim that we have infringed cutrenfuture patents, trademarks or other
proprietary rights relating to our products. Angiohs, with or without merit, could be time-consuminesult in costly litigation, cause
product shipment delays or require us to enterrioyalty or licensing agreements. Such royaltyiaerising agreements, if required, may not
be available on terms acceptable to us.

We could be involved in litigation.

From time to time we may be involved in litigatiohvarious types, including litigation alleging iiffgement of intellectual property
rights and other claims. Litigation is expensiughjects us to the risk of significant damages aulires significant management time and
attention and could have a material and adversetefih our business, financial condition and resafitoperations.

Difficulties in integrating past or future acquisibns could adversely affect our business.

We have completed a number of acquisitions durimgoperating history. For example, in 2007, we @&eglicertain assets of DeltaNu,
LLC and certain assets of Creative Display Systémh€, in 2008 we acquired certain assets of OC ikamnl Balzers Ltd. and in 2010 we
acquired the outstanding shares of Solar Implanhiielogies, Inc. We have spent and may contingpénd significant resources identifying
and pursuing future acquisition opportunities. Ais@ions involve numerous risks including: (1) difilties in integrating the operations,
technologies and products of the acquired compa(igshe diversion of our management’s attentimmf other business concerns; and
(3) the potential loss of key employees of the @egucompanies. Failure to achieve the anticipatsukfits of the prior and any future
acquisitions or to successfully integrate the of@na of the companies we acquire could have anahtnd adverse effect on our business,
financial condition and results of operations. Aaure acquisitions could also result in potengiailutive issuance of equity securities,
acquisition-
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or divestiture-related write-offs or the assumptidrebt and contingent liabilities.
We use hazardous materials and are subject to riskson-compliance with environmental and safetygudations.

We are subject to a variety of governmental regpiatrelating to the use, storage, discharge, radtmission, generation,
manufacture, treatment and disposal of toxic oeltise hazardous substances, chemicals, materialaste. If we fail to comply with
current or future regulations, such failure cowdult in suspension of our operations, alteratioouo manufacturing process, or substantial
civil penalties or criminal fines against us or officers, directors or employees. Additionallyesie regulations could require us to acquire
expensive remediation or abatement equipment iicto substantial expenses to comply with them.

Business interruptions could adversely affect oypayations.

Our operations are vulnerable to interruption log,fearthquake or other natural disaster, quamstin other disruptions associated with
infectious diseases, national catastrophe, tetracidvities, war, disruptions in our computing axanmunications infrastructure due to power
loss, telecommunications failure, human error, pfafr electronic security breaches and computeses, and other events beyond our
control. We do not have a detailed disaster regopkem. Despite our implementation of network saéguneasures, our tools and servers may
be vulnerable to computer viruses, break-ins amilai disruptions from unauthorized tampering wothr computer systems and tools located
at customer sites. Political instability could cauws to incur increased costs in transportatiokensach transportation unreliable, increase
insurance costs or cause international currencketsto fluctuate. This same instability could h#tve same effects on our suppliers and -
ability to timely deliver their products. In additi, we do not carry sufficient business interrupiicsurance to compensate us for all losses
that may occur, and any losses or damages inchyred could have a material adverse effect on osinless and results of operations. For
example, we self-insure earthquake risks becaudeeli@ve this is the prudent financial decisiondshsn the high cost of the limited
coverage available in the earthquake insuranceehatk earthquake could significantly disrupt opemtions, most of which are conducted
in California. It could also significantly delay otesearch and engineering effort on new prodmetst of which is also conducted in
California. We take steps to minimize the damage would be caused by business interruptions,Haretis no certainty that our efforts will
prove successful.

We are required to evaluate our internal control @vfinancial reporting under Section 404 of the Saanes-Oxley Act of 2002, and any
adverse results from such evaluation could resulta loss of investor confidence in our financial perts and have an adverse effect on
our stock price.

Pursuant to Section 404 of the Sarbanes-Oxley A2002, our management must perform evaluatiormiofnternal control over
financial reporting. Beginning in 2004, our FormK(Mas included a report by management of theessgaent of the adequacy of such
internal control. Additionally, our independent istgred public accounting firm must publicly attesthe effectiveness of our internal control
over financial reporting.

We have completed the evaluation of our internatmmis over financial reporting as required by 8stt04 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisultesl in our conclusion that as of December 31020ur internal controls over financial
reporting were effective, we cannot predict thecoate of our testing in future periods. Ongoing cthamze with this requirement is complex,
costly and time-consuming. If Intevac fails to ntain effective internal control over financial reping; our management does not timely
assess the adequacy of such internal control; mindependent registered public accounting firmsdoet deliver an unqualified opinion as to
the effectiveness of our internal control over fioial reporting, then we could be subject to resteent of previously reported financial
results, regulatory sanctions and a decline irptit#ic’s perception of Intevac, which could have a matarid adverse effect on our busint
financial condition and results of operations.
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Item 2. Unregistered Sales of Equity Securities and UsdPobceed:
None.

Item 3. Defaults upon Senior Securitie
None.

Item 4. (Removed and Reserved)

ltem 5. Other Information

None.

Item 6. Exhibits
The following exhibits are filed herewith:

Exhibit

Number Description

31.1 Certification of President and Chief Executive ©fi Pursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of Executive Vice President, Finarmecal Administration, Chief Financial Officer, Treasuand Secretary
Pursuant to Section 302 of the Sarbi-Oxley Act of 2002

32.1 Certifications Pursuant to U.S.C. 1350 Adopted ®am$ to Section 906 of the Sarbz-Oxley Act of 2002

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docurie
101.LAB XBRL Taxonomy Extension Label Linkbase Documel

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doeniri

* Pursuant to Rule 406T of Regulation S-T, thegeractive data files are deemed not filed or phe egistration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933 or Section 18 of the Securities ExaeAct of 1934 and otherwise are
not subject to liability under those sectio
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

INTEVAC, INC.

Date: November 1, 2011 By: / s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer

Date: November 1, 2011 By: /s/ JEFFREY ANDRESON
Jeffrey Andresol
Executive Vice President, Finance and
Administration, Chief Financial Officer,
Treasurer and Secretary
(Principal Financial and Accounting Office
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Exhibit 31.1

I, Kevin Fairbairn, certify that:

1.
2.

5.

| have reviewed this Quarterly Report on Forr-Q of Intevac, Inc.

Based on my knowledge, this report does notatominy untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anakre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@oce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentgsi report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: November 1, 2011

/ s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Direc




Exhibit 31.Z

I, Jeffrey Andreson, certify that:

1.
2.

5.

| have reviewed this Quarterly Report on Forr-Q of Intevac, Inc.

Based on my knowledge, this report does notatominy untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anakre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in at@oce with generally accepted accounting principles

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentgsi report our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finaiceporting; and

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: November 1, 201

/s/ JEFFREY ANDRESON

Jeffrey Andresol

Executive Vice President, Finance and Administrat
Chief Financial Officer, Treasurer and Secre




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kevin Fairbairn, certify, pursuant to 18 U.S%&ction 1350, as adopted pursuant to Section 9f6darbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®AQ for the quarterly period ended October 1, 20ll§ complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohni10-Q fairly presents in all material
respects the financial condition and results ofragens of Intevac, Inc.

Date: November 1, 201

/s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Direc

I, Jeffrey Andreson, certify, pursuant to 18 U.SS@ction 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®AQ for the quarterly period ended October 1, 20ll§ complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohni10-Q fairly presents in all material
respects the financial condition and results ofragens of Intevac, Inc.

Date: November 1, 201

/s/ JEFFREY ANDRESON

Jeffrey Andresol

Executive Vice President, Finance and Administral
Chief Financial Officer, Treasurer and Secre

A signed original of this written statement reqdit®y Section 906 has been provided to Intevac,dnd.will be retained by Intevac, It
and furnished to the Securities and Exchange Cosionir its staff upon reque:



