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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

(MARK ONE)

A QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended October 2, 2010

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 codeg408) 986-9888

Indicate by check mark whether the regist(ahtas filed all reports required to be filed bgc8on 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the past@9s.Md Yes O No

Indicate by check mark whether the registhast submitted electronically and posted on its @@te Web site, if any, every Interactive C
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such fileE). Yes O No

Indicate by check mark whether the registiqatlarge accelerated filer, an accelerated filerpn-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filed Accelerated filel Non-accelerated filed Smaller reporting compar
(Do not check if a smaller reporting compée

Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 ofAbg. 0 Yes M No
On November 2, 2010, 22,438,970 shares oR#gistrant’s Common Stock, $0.001 par value, wetstanding.
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PART I. FINANCIAL INFORMATION

Iltem 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, ndtaf@nces of $55 at October 2, 2010 and $12
December 31, 200
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 0666,at October 2, 2010 and $1,248 at December(BQ
Deferred income taxes and other |-term asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued payroll and related liabiliti¢
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 income (I
Retained earning
Total stockholder equity
Total liabilities and stockholde’ equity

October 2,
2010

December 31
2009

(Unaudited)
(In thousands)

$118,84 $  17,59:
— 6,00(
33,58: 44,75¢
26,64( 19,10¢
6,967 6,681
1,18¢ 1,51
187,21t 95,65(
13,63¢ 12,35!
10,35¢ 66,24¢
7,90¢ 7,90t
3,12( 3,531
17,18 17,68¢
$239,41¢ $ 203,37t
$ 6,86° $ 4,701
10,14¢ 2,78¢
6,51¢ 11,10¢
9,77¢ 13,18¢
33,31( 31,76¢
1,55: 252
22 22
138,25 134,07
242 (1,829)
66,03 39,09:
204,55t 171,35’
$239,41¢ $ 203,37t

Note: Amounts as of December 31, 2009 are derir@d the December 31, 2009 audited consolidatediiahstatements

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

Three Months Ended Nine Months Ended
October 2. September 2€ October 2, September 2€
2010 2009 2010 2009
(Unaudited)

(In thousands, except per share amounts)

Net revenues

Systems and componel $ 59,40 $ 14,61¢ $152,28: $ 32,277
Technology developmel 5,22 4,53¢€ 14,08t 11,50
Total net revenue 64,627 19,15¢ 166,36° 43,78
Cost of net revenue
Systems and componel 31,77¢ 8,15/ 84,10: 19,96¢
Technology developmel 3,267 2,328 9,16¢ 6,35¢€
Total cost of net revenus 35,04 10,47% 93,27 26,32¢
Gross profil 29,58¢ 8,67¢ 73,09¢ 17,45¢
Operating expense
Research and developm 7,06: 6,84( 20,61¢ 22,25t
Selling, general and administrati 7,14¢ 5,551 21,27: 16,65¢
Total operating expens: 14,21 12,39! 41,89: 38,90¢
Income (loss) from operatiol 15,37: (3,719 31,20¢ (21,459
Interest income and other, r (84) 122 37¢ 78C
Income (loss) before income tax 15,28¢ (3,597 31,58¢ (20,679)
Provision for (benefit from) income tax 2,11C (1,799 4,63¢ (8,627
Net income (loss $13,17¢ $ (1,799 $ 26,94¢ $ (12,059
Net income (loss) per shai
Basic $ 0.5¢ $ (0.0§) $ 121 $ (0.5%)
Diluted $ 0.5¢ $ (0.0¢) $ 1.1¢ $ (0.55)
Weighted average common shares outstant
Basic 22,38 22,01« 22,28¢ 21,94
Diluted 22,887 22,01« 22,93: 21,94

See accompanying notes to the condensed consadlifiaséacial 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 rRehcand cash equivalents provided by (used inatipgr
activities:
Depreciation and amortizatic
Equity-based compensatic
Deferred income taxe
Loss on disposal of equipme
Changes in operating assets and liabili
Total adjustment
Net cash and cash equivalents provided by (useacb@jating activitie:
Investing activities
Purchases of investmer
Proceeds from sales and maturities of investn
Purchases of leasehold improvements and equip
Net cash and cash equivalents provided by (useidveyting activities
Financing activities
Net proceeds from issuance of common si
Repayment of note payat
Net cash and cash equivalents provided by (usefthismcing activities
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 2, September 2€
2010 2009
(Unaudited)
(In thousands)

$ 26,94¢ $ (12,05
4,39¢ 4,01¢
2,41 3,70¢
3,03: (4,267
163 —
2,87¢ 86
12,87¢ 3,54
39,82 (8,50¢)
(3,099 (20,980
68,05( 13,00(
(5,419 (2,009
59,53¢ (9,989
1,82( 1,021

— (2,000

1,82( (979)

68 44
101,25: (19,43))
17,59: 39,20!
$118,84: $ 19,76¢
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Basis of Presentation and Significant Accountingolicy
Basis of Presentatiol

In the opinion of management, the unauditéerim condensed consolidated financial statemdmitstevac, Inc. and its subsidiaries (Inte'
or the Company) included herein have been prepareibasis consistent with the December 31, 208Rezliconsolidated financial stateme
and include all material adjustments, consistingaimal recurring adjustments, necessary to fairgsent the information set forth therein.
These unaudited interim condensed consolidateddinbstatements should be read in conjunction Wighaudited consolidated financial
statements and notes thereto included in Intevagisial Report on Form 10-K for the fiscal year em@®=cember, 31, 2009 (2009 Form 10-
K). Intevac’s results of operations for the thred aine months ended October 2, 2010 are not narilysadicative of future operating results.

The preparation of financial statements infoomity with accounting principles generally acasgpin the United States of America requires
management to make judgments, estimates and asenmfitat affect the amounts reported in the firgrgtatements and accompanying nc
Actual results could differ materially from thosgtiemates.

Revenue Recognitio

In 2009, the Financial Accounting Standardaf8q“FASB”) issued amended revenue recognitiomguoce for arrangements with multiple
deliverables and certain software sold with targjroducts. This new guidance eliminates the resichethod of revenue recognition and
allows the use of management'’s best estimate lifigglrice (“ESP”) for individual elements of arrangement when vendor specific objective
evidence (“WSOE") or third party evidence (“TPE¥)unavailable. Intevac implemented this guidanospectively beginning in the first
quarter of fiscal 2010 for transactions that weitdted or materially modified during fiscal 20IThe implementation of the new guidance had
an insignificant impact on reported net sales aspared to net sales under previous guidance, asetligguidance did not change the units of
accounting within sales arrangements, and the mditian of the residual method for the allocatiormaongement consideration had an
inconsequential impact on the amount and timingepbrted net sales.

In 2010, the FASB issued guidance for the shilee method of revenue recognition. Under thestulee method, consideration earned from
achievement of the milestone is viewed as beingatiye of the value provided to the customer tigtoeither (1) the efforts performed or (Z
specific outcome resulting from the performanceadbieve that specific milestone. Under the milestorethod, contingent arrangement
consideration earned from the achievement of astaifee is recognized in its entirety in the periodvhich the milestone is achieved. Under
this new method of accounting, a milestone musshbstantive” before the method can be applied;ithat the inception of the arrangement
there is a substantial uncertainty about the aeni@nt of the milestone, substantive effort is regfito achieve the milestone, and none of the
payment for the milestone is refundable. Intevaglémented this guidance prospectively beginnintpénfirst quarter of fiscal 2010 for
transactions that were initiated or materially nfiedi during fiscal 2010. Implementation of this nguidance had an insignificant impact on
reported net sales as compared to net sales urglgoyps guidance.

Intevac recognizes revenue when persuasiierge of an arrangement exists, delivery has oedwand title and risk of loss have passed to
Intevac’s customer or services have been renddredbrice is fixed or determinable, and collectipils reasonably assured. Intevac’s shipping
terms are customarily FOB shipping point or equénaterms.
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INTEVAC, INC.

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

Intevac’s revenue recognition policy generally tesin revenue recognition at the following points) for all transactions where legal title
passes to the customer upon shipment, Intevac mezxgrevenue upon shipment for all products thaetbeen demonstrated to meet product
specifications prior to shipment; the portion oferue associated with certain installation-relasstts is deferred, and that revenue is
recognized upon completion of the installationtedatasks; (2) for products that have not been destnated to meet product specifications
prior to shipment, revenue is recognized at custa@ueeptance; and (3) for arrangements containgpte elements, the revenue relating to
the undelivered elements is deferred until delivafrthe deferred elements. When a sales arrangesobatdins multiple elements, Intevac
allocates revenue to each element based on agsptiite hierarchy. The selling price for a delilgeais based on its VSOE if available, TPE if
VSOE is not available, or ESP if neither VSOE n®ETis available. Intevac generally utilizes the EBP to the nature of its products. In
certain cases, technology upgrade sales are aezbfortas multiple-element arrangements, usually lsptween delivery of the parts and
installation on the customer’s systems. In thesegantevac recognizes revenue for the relatiles gaice of the parts upon shipment and
transfer of title, and recognizes revenue for #ative sales price of installation services whHesse services are completed. Revenue related t
sales of spare parts is generally recognized upipment. Revenue related to services is generatlggnized upon completion of the services.
In addition, Intevac uses the installment methocetmrd revenue based on cash receipts in sitsatibere the account receivable is collected
over an extended period of time and in managem@mtiyment collectibility is not reasonably assured.

Intevac performs research and development woder various government-sponsored research ctstRevenue on cost-plfse contract
is recognized to the extent of costs actually irediplus a proportionate amount of the fee earimtelvac considers fixed fees under cost-plus-
fee contracts to be earned in proportion to thenadble costs actually incurred in performance efdbntract. Revenue on fixed-price contracts
is recognized on a milestone method or percent&gerapletion method of contract accounting. Fortcacts structured as milestone
agreements, revenue is recognized when a speuaifledtone is achieved, provided that (1) the milestevent is substantive in nature and
there is substantial uncertainty about the achieverof the milestone at the inception of the agres®m(2) the milestone payment is non-
refundable, and (3) there is no continuing perfaroeaobligations associated with the milestone paynfny milestone payments received
prior to satisfying these revenue recognition ddtare deferred. Intevac generally determinegp#reentage completed based on the perce
of costs incurred to date in relation to total rstied costs expected through completion of theraohtWhen estimates of total costs to be
incurred on a contract exceed estimates of tot@mee to be earned, a provision for the entire dmsthe contract is recorded in the period the
loss is determined.

2. New Accounting Pronouncement

In January 2009, the Securities and Excharararission (“SEC”) issued Release No. 33-9002, fattve Data to Improve Financial
Reporting.” The final rule requires companies tovyide their financial statements and financialestant schedules to the SEC and on their
corporate websites in interactive data format usliiregeXtensible Business Reporting Language (“XBRTIhe rule was adopted by the SEC to
improve the ability of financial statement useratcess and analyze financial data. The SEC adagt@dse-in schedule indicating when
registrants must furnish interactive data. Undex sichedule, Intevac will be required to submihfis with financial statement information
using XBRL commencing with its July 2, 2011 qudsteeport on Form 10-Q. Intevac is currently evailug the impact of XBRL reporting on
its financial reporting process.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
3. Inventories

Inventories are stated at the lower of averagt or market and consist of the following:

October 2, December 31
2010 2009
(In thousands)
Raw materials $ 13,59: $ 10,14°
Work-in-progres: 12,06¢ 4,421
Finished good 984 4,532
$ 26,64( $  19,10(

Finished goods inventory consists primarilcompleted systems at customer sites that are goitker installation and acceptance testing.

4. Equity-Based Compensation

At October 2, 2010, Intevac had equity-basedrds outstanding under the 2004 Equity Incentia@ the “2004 Plan”) and the 2003
Employee Stock Purchase Plan (the “ESPP”). Intevstdickholders approved both of these plans.

The 2004 Plan permits the grant of incentivaan-statutory stock options, restricted stoci¢cktappreciation rights, performance units and
performance shares. During the three months ende&bér 2, 2010, Intevac granted 77,000 stock optieith an estimated total grant-date fair
value of $385,000. Of this amount, estimated awafd98,000 are not expected to vest. During tihhe mionths ended October 2, 2010,
Intevac granted 672,000 stock options with an estichtotal grant-date fair value of $4.4 milliorf.tBis amount, estimated awards of
$1.1 million are not expected to vest.

The ESPP provides that eligible employees maghase Intevac’s common stock through payroludédns at a price equal to 85% of the
lower of the fair market value at the beginningted applicable offering period or at the end ofteapplicable purchase interval. Offering
periods are generally two years in length, and isbo$ a series of six-month purchase intervalgyiBlle employees may join the ESPP at the
beginning of any six-month purchase interval. Dgrine three and nine months ended October 2, 26tH¥ac granted purchase rights with an
estimated total grant-date fair value of $4,900 $58,000 respectively.

8
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
Compensation Expense

The effect of recording equity-based compeasdbr the three and nine months ended Octob2020 and September 26, 2009 was as
follows:

Three Months Ended Nine Months Ended
October 2, September 2€ October 2 September 2€
2010 2009 2010 2009

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

Stock options $ 764 $ 827 $ 2,107 $ 3,07¢
Employee stock purchase pl 66 172 30€ 63C
Total equit-based compensatic 83C 99¢ 2,41 3,70¢
Tax effect on equit-based compensatic (26€) (297) (768) (1,077
Net effect on net income (los $ 564 $ 70€ $ 1,64f $ 2,632

Valuation Assumptions

The fair value of share-based payment awardstimated at the grant date using the Black-8shmption valuation model. The
determination of fair value of share-based payragrards on the date of grant using an option-prianglel is affected by our stock price as
well as assumptions regarding a number of highipmex and subjective variables. These variabldsid®; but are not limited to, our expec
stock price volatility over the expected term of tiwards, and actual employee stock option exebeikavior.

The weighted-average estimated value of enga®gock options granted during the three monttsa®ctober 2, 2010 and September 26,
2009 was $5.04 per share and $6.55 per sharectaghe The weighted-average estimated value glegree stock options granted during the
nine months ended October 2, 2010 and Septemb&026,was $6.59 per share and $2.53 per shareatésgy. The weighted-average
estimated fair values of employee stock purchagasigranted pursuant to the ESPP during the thoeghs ended October 2, 2010 and
September 26, 2009 were $3.27 and $5.45 per slespectively. The weighted-average estimated fliresof employee stock purchase rights
granted pursuant to the ESPP during the nine mamtied October 2, 2010 and September 26, 2009 4/63 &nd $2.73 per share,
respectively. The fair value of each option and leyge stock purchase right grant is estimated erdtite of grant using the Black-Scholes
option valuation model with the following weighteglerage assumptions:

Three Months Ended Nine Months Ended
October 2 September 2€ October 2 September 2€
2010 2009 2010 2009
Stock Options
Expected volatility 67.62% 67.82% 67.9(% 67.1€6%
Risk free interest rai 1.22% 2.14% 1.67% 2.0(%
Expected term of options (in yea 4.5C 4.5¢ 451 4.47
Dividend yield None None None None
Three Months Ended Nine Months Ended
October 2 September 2€ October 2 September 2€
2010 2009 2010 2009
Stock Purchase Right
Expected volatility 52.6(% 85.3¢% 55.2(% 82.56%
Risk free interest raf 0.12% 0.45% 0.41% 0.8t%
Expected term of purchase rights (in yei 0.5C 1.0C 0.7: 1.8t
Dividend yield None None None None
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INTEVAC, INC.

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

The computation of the expected volatilitytamptions used in the Black-Scholes calculationsiéw grants and purchase rights is based on
the historical volatility of Intevac’s stock priceweasured over a period equal to the expecteddéthe grant or purchase right. The risk-free
interest rate is based on the yield available g Ureasury Strips with an equivalent remainingitéFhe expected term of employee stock
options represents the weighted-average periodhbaitock options are expected to remain outstgraind was determined based on historical
experience of similar awards, giving consideratmthe contractual terms of the equity-based awandsvesting schedules. The expected term
of purchase rights represents the period of timeareing in the current offering period. The divideyield assumption is based on Intevac’s
history of not paying dividends and the assumptibnot paying dividends in the future.

As the equity-based compensation expense nezd)in the Condensed Consolidated Statementpefafions is based on awards
ultimately expected to vest, such amount has bedumced for estimated forfeitures. Forfeitures westimated based on Intevac’s historical
experience, which Intevac believes to be indicabif/mtevac’s future experience.

5. Goodwill and Purchased Intangible Assets, Net

Goodwill and indefinite-life intangible asset® tested for impairment on an annual basis aerfrequently upon the occurrence of
circumstances that indicate that goodwill and imitf-life intangible assets may be impaired. la tourth quarter of fiscal 2009, Intevac
performed its annual impairment analysis and tkalte of the analysis indicated that Intesagbodwill and purchased intangible assets wi
indefinite useful life were not impaired. At Octoliz 2010, Intevac had a total of $7.9 million abgwill and $120,000 of indefinite-life
intangible assets. At October 2, 2010, all goodisilittributed to the Intevac Photonics segment.

Total amortization expense of finite-livedangibles for the three and nine months ended Oc@#2010 was $140,000, and $418,000
respectively. As of October 2, 2010, future amation expense is expected to be $136,000 for thaireler of 2010, $541,000 for 2011,
$541,000 for 2012, $541,000 for 2013, $363,00@fir4 and $877,000 thereafter. Intangible assesebgent are as follows: Equipment:
$2.1 million and Intevac Photonics: $1.0 million.

10
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INTEVAC, INC.

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

6. Warranty

Intevac provides for the estimated cost ofrasatly when revenue is recognized. Intevac’s wayranper contract terms and for its systems
the warranty typically ranges between 12 and 24thfrtom customer acceptance. For systems soldghra distributor, Intevac offers a
3 month warranty. The remainder of any warrantyqokis the responsibility of the distributor. Dugithis warranty period any defective non-
consumable parts are replaced and installed ahage to the customer. The warranty period on aoable parts is limited to their reasonable
usable lives. Intevac uses estimated repair oncephent costs along with its historical warrantyegience to determine its warranty obligat
Intevac generally provides a twelve month warramtyits Intevac Photonics products. The provisiartiie estimated future costs of warrani
based upon historical cost and product performarperience. Intevac exercises judgment in detengitiie underlying estimates.

On the Condensed Consolidated Balance Stibetshortterm portion of the warranty provision is includedther accrued liabilities, whi
the long-term portion is included in other longrteliabilities. The expense associated with produentranties issued or adjusted is included in
cost of net revenues on the Condensed Consolid&tements of Operations.

The following table displays the activity metwarranty provision account for the three- amgfainonth periods ended October 2, 2010 and
September 26, 2009:

Three Months Ended Nine Months Ended
October 2. September 2€ October 2 September 2€
2010 2009 2010 2009
(In thousands)
Beginning balanc $ 2,98¢ $ 1,18 $ 1,602 $ 1,69¢
Expenditures incurred under warrani (970) (310 (2,089 (1,070
Accruals for product warranties issued during #ygorting perioc 1,132 58¢ 3,48¢ 1,037
Adjustments to previously existing warranty accst 231 46 37€ (155)
Ending balanci $ 3,37¢ $ 1,507 $ 3,37¢ $ 1,501

The following table displays the balance sludgdsification of the warranty provision accoun©atober 2, 2010 and at December 31, 2009:

October 2. December 31
2010 2009
(In thousands)
Other accrued liabilitie $ 2,93¢ $ 1,55(
Other lon¢-term liabilities 44¢€ 52
Total warranty provisiol $ 3,37¢ $ 1,60z

7. Guarantees
Officer and Director Indemnifications

As permitted or required under Delaware law tmthe maximum extent allowable under that lawevac has certain obligations to
indemnify its current and former officers and dioes for certain events or occurrences while thieef or director is, or was serving, at
Intevac’s request in such capacity. These indewatifin obligations are valid as long as the dinectmfficer acted in good faith and in a
manner the person reasonably believed to be imtopposed to the best interests of the corporatimh with respect to any criminal action or

11
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INTEVAC, INC.

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

proceeding, had no reasonable cause to believar hisr conduct was unlawful. The maximum potergrabunt of future payments Intevac
could be required to make under these indemniioatbligations is unlimited; however, Intevac hatiractor and officer insurance policy that
mitigates Intevac’s exposure and enables Intevagdover a portion of any future amounts paid. Assallt of Intevac’s insurance policy
coverage, Intevac believes the estimated fair vafubkese indemnification obligations is not meadkri

Other Indemnifications

As is customary in Intevac’s industry, manyrdevac’s contracts provide remedies to certaiird tharties such as defense, settlement, or
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 matkted to these indemnifications have been immnateri

8. Cash, Cash Equivalents and Investments

Cash and cash equivalents are comprised of-t&rm, highly liquid investments with original toaities of 90 days or less from the date of
purchase. Investments are comprised of both aveifab-sale securities, which are recorded at esttiah fair value, and held-to-maturity
securities, which are carried at amortized costeldlized gains and losses associated with Inteea@sable-for-sale investments, if any, are
reported in stockholders’ equity.

The table below presents the estimated fdirevar amortized principal amount and major seguyipe for Intevac’s investments in debt
securities:

October 2. December 31
2010 2009
(In thousands)

Carrying value

Shor-term investmen-U.S. treasury bill: $ $ 6,00(
Long-term investmen-Auction rate securities* ARS”) 10,26 66,24¢
Total investments in debt securiti $ 10,26 $  72,24¢
Approximate fair value of investments in debt séms $ 10,26: $  72,24¢

As of October 2, 2010, financial assets mesbutilizing Level 1 inputs were valued based ootgd market prices in active markets for
identical securities and included money market fuindthe amount of $80.3 million and U.S. treashifig in the amount of $3.0 million.

As of October 2, 2010, Intevac’s investmentfotio included $10.9 million par value in ARS. |Adf the ARS are student loan structured
issues, where the loans have been originated uheés.S. Department of Education’s Federal Famdydation Loan Program. The principal
and interest are 97-98% reinsured by the U.S. Deygent of Education and the collateral ratios rafnge 102% to 115%. Securities with a par
value of $8.5 million are rated AAA/Aaa, and a s@iguwvith a par value of $2.4 million is rated AAAB. These investments have experienced
failed auctions beginning in February 2008. Theestments in ARS will not be accessible until a egstul auction occurs, they are
restructured into a more liquid security, a buyeiound outside of the auction process, or the tyidg securities have matured.

As of October 2, 2010, there was insufficiebservable market information for the ARS held heVac to determine the fair value.
Therefore Level 3 fair values were estimated festhsecurities by incorporating assumptions thakeb@articipants would use in their
estimates of fair value. At October 2, 2010, thievalue of the ARS was estimated at $10.3 milli@sed on a valuation by Houlihan Capital
Advisors, LLC using discounted cash flow models arahagement applying internal analysis to the telnaThe estimates of future cash
flows are
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INTEVAC, INC.

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

based on certain key assumptions, such as discatastappropriate for the type of asset and rigkichvare significant unobservable inputs.
Some of these assumptions included credit quaiit§ateralization, final stated maturity, estimatéshe probability of being called or
becoming liquid prior to final maturity, redempt®of similar ARS, previous market activity for tek@me investment security, impact due to
extended periods of maximum auction rates and tialuanodels. These securities are classified ag-term assets, as management believes
that the ARS market will not become liquid withiretnext year. Potentially, it could take until fial maturity of the underlying notes
(ranging from 21 years to 35 years) to realizedhiegestments’ recorded values.

Management believes that the impairment of4R& investments is temporary, primarily due toglogernment guarantee of the underlying
securities and Intevac’s ability to hold these siies for the foreseeable future. Management ketiehat it is more likely than not that it
would not be required to sell these securities figefloe recovery of their par amounts. A temporargairment charge results in an unrealized
loss being recorded in the other comprehensivenireccomponent of stockholders’ equity. Such an Uizezhloss does not reduce net income
for the applicable accounting period, becausedbe is not viewed as other-than-temporary. Thefaetvaluated to differentiate between
temporary and other-than-temporary include thegmtejd future cash flows, credit ratings actions, assessment of the credit quality of the
underlying collateral. Factors considered in deteimy whether a loss is temporary include lengttirok and the extent to which the
investment's fair value has been less than thelmsss, the financial condition and near-term pecspof the issuer, including any specific
events which may influence the operations of teaes, and Intevac’s intent and ability to retaia ifvestment for a period of time sufficient to
allow for any anticipated recovery of fair values 8f October 2, 2010, management has no reasaglievé that any of the underlying issuers
of Intevac’s ARS or their insurers are presentlyisit or that the underlying credit quality of tagsets backing Intevac’s ARS has been
impacted by the reduced liquidity of these investtaeAs of October 2, 2010, based on the Levell@at@mn performed, Intevac determined
that there was a temporary decline in fair valugsoARS of $637,000.

On March 19, 2009, Intevac filed a statemdmiam under the Financial Industry Regulatory Bartity dispute resolution process against
Citigroup Inc. and Citigroup Global Markets, Inco(lectively, “Citigroup”) with respect to allegdchud and market manipulation by Citigroup
related to ARS held by Intevac at that time. Tlaeshent of claim requested that Citigroup accetavic’s tender of those ARS at par value
and that Intevac receive compensatory, consequi@nmiigpunitive damages and costs and expensegtdlifi responded denying Intevac’s
claims. The arbitration proceedings were complet@dune 10, 2010. On June 29, 2010, Intevac ret@favorable ruling from the arbitration
panel whereby Citigroup was ordered to rescindsie of the $54.8 million par value in outstandiigS investments. On July 27, 2010,
Intevac received $54.8 million from the repurchakthe securities by Citigroup at par includingeirgst and recognized the reversal of a
$3.3 million temporary impairment charge in othemprehensive income. The settlement did not affectemaining $10.9 million par value
of ARS still held by Intevac.

The following table presents the changes wmel8 instruments measured on a recurring basighéthree and nine months ended Octok
2010 and September 26, 2009. Investments in ARStreac’s only Level 3 instruments and are clésdifis available-fosale with changes
fair value recorded in equity.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
Changes in Level 3 instruments (in thousands):
Three Months Ended Nine Months Ended
October 2, September 2€ October 2, September 2€
2010 2009 2010 2009
(In thousands)

Beginning balanc $ 61,63: $ 66,187 $ 66,24¢ $ 66,32¢
Net unrealized gains and losses included in otbemprehensive los 3,481 28¢€ 3,06¢ 3,64t
Redemptions at p: (54,850 (500) (59,050 (4,000
Ending balanci $ 10,26 $ 6597 $ 10,26 $ 6597

9. Terminated Borrowing Facility

Upon the rescission of the ARS sale discusbede, the secured revolving loan facility withighibup was terminated. This loan facility v
secured by Intevac’s ARS held at Citigroup and am®outstanding under this loan facility were pdgain demand. The interest rate on the
loan facility was prime minus 1.5 percent.

10. Other Comprehensive Income (LosS)

The components of accumulated other compréeircome (loss), at October 2, 2010 and DecerBbeP009 were as follows:

October 2 December 31
2010 2009
(In thousands)
Accumulated net unrealized holding loss on avag-for-sale investments, net of t $ (419 $ (2,409
Foreign currency translation gai 65€ 577
Total accumulated other comprehensive income ( $  24: $ (1,829

14




Table of Contents

INTEVAC, INC.

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

The components of comprehensive income (losthe three and nine month periods ended Oct®p2010 and September 26, 2009 were
as follows:

Three Months Ended Nine Months Ended

October 2, September 2€ October 2 September 2€

2010 2009 2010 2009

(In thousands)
Net income (loss $13,17¢ $ (1,799 $ 26,94¢ $ (12,05)
Unrealized holding gains on availa-for-sale investments, net of tax

Decrease in unrealized holding los 3,481 28¢€ 3,06¢ 3,64t
Income tax expens (1,21 (100) (1,072) (1,27%)
2,26: 18¢€ 1,99: 2,37(C
Foreign currency translation gai 46 237 79 89
Total comprehensive income (los $ 15,48¢ $ (1,369 $ 29,01% $ (9,599

11. Net Income (Loss) Per Share

The following table sets forth the computatadrbasic and diluted income (loss) per share:

Three Months Ended Nine Months Ended
October 2. September 2€ October 2 September 2€
2010 2009 2010 2009
(in thousands, except per share amounts)

Net income (loss $13,17¢ $ (1,799 $ 26,94¢ $ (12,05
Weighte(-average share— basic 22,38 22,01 22,28¢ 21,94:
Effect of dilutive potential common shatr 504 — 643 —
Weightec-average share— diluted 22,88 22,01« 22,93: 21,94:
Net income (loss) per sha— basic $ 0.5¢ $ (0.0¢) $ 121 $ (0.55)
Net income (loss) per sha— diluted $ 0.5¢ $ (0.0¢) $ 1.1¢ $ (0.5%)
Antidilutive shares based on employee awards erd 2,29: 3,26% 1,66¢ 2,361

Potentially dilutive common shares consisstudires issuable upon exercise of employee stoakngptind are excluded from the calculation
of diluted EPS when their effect would be anti-tiila.

12. Segment Reporting

Intevac’s two reportable segments are Equigraed Intevac Photonics. Intevac’s chief operatiagision-maker has been identified as the
President and CEO, who reviews operating resultsake decisions about allocating resources andgsisgeperformance for the entire
Company. Segment information is presented based bppevac’s management organization structure &otdber 2, 2010 and the distinctive
nature of each segment. Future changes to thisaitBnancial structure may result in changesh®reportable segments disclosed.

Each reportable segment is separately mareggtias separate financial results that are reddyédntevac’s chief operating decision-
maker. Each reportable segment contains closalyeeproducts that are unique to the particulamseg. Segment operating profit is
determined based upon internal performance measseesby the chief operating decision-maker.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

Intevac derives the segment results frormitsrhal management reporting system. The accoupbttigies Intevac uses to derive reportable
segment results are substantially the same as tiseskfor external reporting purposes. Managemeasores the performance of each
reportable segment based upon several metricsidimg) orders, net revenues and operating incomealylement uses these results to evaluate
the performance of, and to assign resources tb, @abe reportable segments. Intevac managesrtegarating expenses separately at the
corporate level. Intevac allocates certain of thezgporate expenses to the segments in an amouak 3% of net revenues. Segment
operating income excludes interest income/expendether financial charges and income taxes acaegidi how a particular reportable
segment’s management is measured. Management dbesnsider impairment charges and unallocatedséonsteasuring the performance of
the reportable segments.

The Equipment segment designs, develops ankketsgprocess manufacturing equipment solutioteedhard disk drive industry, high-
productivity process manufacturing equipment asgpéction solutions to the photovoltaic (“PV”) inthysand wafer handling platforms to the
semiconductor industry. In 2009, the Equipment sagrbegan offering high-productivity thin-film soleell manufacturing equipment to PV
cell manufacturers and in 2010 began offering in8pe equipment to PV cell manufacturers. In 20i® Equipment segment began offering
wafer handling platforms to the semiconductor indudistorically, the majority of Intevac’s reveatnas been derived from the Equipment
segment and Intevac expects that the majoritysaeitenues for at least the next several yearsuiitinue to be derived from the Equipment
segment.

The Intevac Photonics segment develops compast-effective, high-sensitivity digital-opticatoducts for the capture and display of low-
light images and the optical analysis of materilevac provides sensors, cameras and systenge¥ernment applications such as night
vision and long-range target identification anddommercial applications in the inspection, lawoeoément, scientific and medical industries.

Information for each reportable segment ferttiree and nine months ended October 2, 2010 epiei@ber 26, 2009 is as follows:

Net Revenues

Three Months Ended Nine Months Ended
October 2, September 2€ October 2, September 2€
2010 2009 2010 2009
(in thousands)
Equipment $ 55,86¢ $ 12,29¢ $141,45: $ 24477
Intevac Photonic 8,75¢ 6,862 24,91« 19,30¢
Total segment net revenu $ 64,627 $ 19,15¢ $166,36' $ 43,78
Operating Income (Loss)
Three Months Ended Nine Months Ended
October 2, September 2€ October 2 September 2€
2010 2009 2010 2009
(in thousands)
Equipment $16,87¢ $ (1,836 $ 37,53¢ $ (14,300
Intevac Photonic (87€) (62€) (3,507 (3,24
Total segment operating income (lo 16,00z (2,469 34,03: (17,559
Unallocated cost (629) (1,249 (2,82 (3,899
Income (loss) from operatiol 15,37: (3,719 31,20¢ (21,459
Interest income and other, r (84) 122 37¢ 78C
Income (loss) before income tax $ 15,28¢ $  (3,59) $ 31,58¢ $ (20,679
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

Total assets for each reportable segment @stber 2, 2010 and December 31, 2009 are asvllo

Assets
October 2, December 31
2010 2009
(In thousands)

Equipment $ 56,51: $ 61,13¢
Intevac Photonic 31,70z 25,52¢
Total segment asse 88,21« 86,66¢
Cash, cash equivalents and investm 129,20: 89,84
Deferred income taxe 13,95 18,05¢
Other current asse 5,54¢ 5,171
Common property, plant and equipm 1,97( 2,80z
Other asset 534 8432
Consolidated total asse $239,41¢ $ 203,37¢

13. Income Taxes

Intevac’s effective income tax rate for theethand nine months ended October 2, 2010 was 1818%4.5%, respectively. Intevac’s
effective income tax rate for the three and nin@the ended September 26, 2009 was 50.1% and 46egfpectively. Intevac adjusts its
effective income tax rate each quarter to be ctarsisvith the estimated annual effective incomertdg. The effective income tax rate differs
from the applicable statutory rates due primanlytte utilization of deferred and current creditg effect of permanent differences and the
geographical composition of Intevac’s worldwidergags. Intevac’s effective income tax rate is hygtiépendent on the availability of tax
credits and the geographic composition of Intevagsidwide earnings.

Intevac enjoys a tax holiday in Singapore tigtothe tax years ending in 2015. The tax holidayides a lower income tax rate on certain
classes of income and the agreement requireséhairc thresholds of business investment and emoy levels be met in Singapore in order
to maintain this holiday.

During the first quarter of 2009, Intevac efithed an additional valuation allowance to fulygerve its California state deferred tax assets
due to the impact of California tax legislationtthaas enacted in February 2009. This additionalatin allowance decreased the income tax
benefit by $1.0 million. Intevac recognized theeeffof the change in valuation allowance as a disdtem during the period.

Intevac is subject to income taxes in the e8eral jurisdiction, and various states and fymgurisdictions. Tax regulations within each
jurisdiction are subject to the interpretation tué related tax laws and regulations and requimrgfgignt judgment to apply. With fe
exceptions, Intevac is not subject to U.S. fedestake and local, or international jurisdictionsdme tax examinations by tax authorities for the
years before 2004. The Company currently has dd@aia income tax examination for fiscal years eh@605, 2006 and 2007. In 2009,
Internal Revenue Service conducted a field reviéthe fiscal year 2008 tax return and the examimeis pending approval from the U.S. Joint
Committee on Taxation. Presently, there are noratbiéve income tax examinations in the jurisdiciavhere Intevac operates.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
14. Contingencies

From time to time, Intevac may have certaintoment liabilities that arise in the ordinary of its business activities. Intevac accounts
for contingent liabilities when it is probable thHature expenditures will be made and such expareBtcan be reasonably estimated.

18




Table of Contents

Iltem 2. Managemen'’s Discussion and Analysis of Financial Condition drResults of Operation

This Quarterly Report on Form 10-Q contairrsverd-looking statements, which involve risks amdertainties. Words such as “believes,”
“expects,” “anticipates” and the like indicate fami-looking statements. These forward-looking stetets include comments related to
Intevac’s shipments, projected revenue recognifionduct costs, gross margin, operating expensgsest income, income taxes, cash
balances and financial results in 2010 and beyprajected customer requirements for Intevac’s ned/existing products, and when, and if,
Intevac’s customers will place orders for thesedpots; Intevac’s ability to proliferate its Photesitechnology into major military programs
and to develop and introduce commercial imagingipets; the timing of delivery and/or acceptancéhefsystems and products that comprise
Intevac’s backlog for revenue; legal proceedingst iaternal controls. Intevac’s actual results rddfer materially from the results discussed
in the forward-looking statements for a variety@disons, including those set forth under “Risk &@&ttand in other documents we file from
time to time with the Securities and Exchange Cossion, including our Annual Report on Form 10-kdilon February 26, 2010, and our
periodic Form 10-Q’s and Form 8-K's.

Overview

Intevac provides process manufacturing equiprselutions to the hard disk drive industry, higloductivity process manufacturing
equipment and inspection solutions to the photevolf'PV”) industry and wafer handling platformsttee semiconductor industry. In 2009,
Intevac announced a high-productivity thin-filmaotell manufacturing system for PV applicationEAN SOLAR™, and began offering
equipment to PV cell manufacturers. Intevac shippedirst LEAN SOLAR system to a customer in teeand quarter of 2010. In 2010
Intevac also began offering inspection equipmer\aocell manufacturers. In the semiconductor mardkeevac stopped offering its Lean Etch
product and refocused its efforts on a wafer hagdtilatform solution and in the second quarterGif®introduced Continuum™, a high-
productivity wafer handling system. To date, Intetas not yet recognized any revenue from shipnadrits semiconductor and PV products.
Intevac also provides sensors, cameras and sysemsmmercial applications in the inspection, neatdliscientific and security industries and
for government applications such as night visiod mmg-range target identification. Intevac’s cus&rs and potential customers include
manufacturers of hard disk drives, semiconductaoiggent, and PV cells as well as medical, scienéifid security companies, law
enforcement and the U.S. government and its cdistadntevac reports two segments: Equipment ateac Photonics.

Product development and manufacturing acisibceur in North America and Asia. Intevac hasl faffices in Asia to support its equipmu
customers. Intevac’s equipment and service prodrethighly technical and, with the exception qfala are sold primarily through a direct
sales force. In Japan, sales are typically madateyac’s Japanese distributor, Matsubo.

Intevac’s results are driven primarily by wiwide demand for hard drive disks, which in turpeeds on end-user demand for personal
computers, enterprise data storage, personal andioideo players and video game platforms. Intevagsiness is subject to cyclical industry
conditions, as demand for manufacturing equipmedtsrvices can change depending on supply andrdefoehard drive disks,
semiconductor equipment, and PV cells, as welltlsrdactors, such as global economic conditiorstanhnological advances in fabrication
processes.
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The following table presents certain significeneasurements for the three and nine months eddeaber 2, 2010 and September 26 2009:

Three months endec Nine months endec
October 2, September 26, October 2, September 26,
2010 2009 % Change 2010 2009 % Change
(In thousands, except percentages and per share aords)
Net revenue $64,621 $19,15¢ 237.2% $166,36° $ 43,78 280.(%
Gross profil $29,58¢ $ 8,67¢ 240.¢% $ 73,09¢ $ 17,45¢ 318.7%
Gross margin perce 45.8% 45.2% 0.5 points 43.% 39.9% 4.0 points
Net income (loss $13,17¢ $(1,797) 835.% $ 26,94¢ $(12,057) 323.6%
Earnings (loss) per diluted she $ 0.5¢ $ (0.0¢) 825.(% $ 1.1¢ $ (0.5%) 314.6%

Financial results for the third quarter andtfnine months for fiscal 2010 improved as Intév&ruipment customers took delivery of
systems to increase their production capacity spease to growing demand for digital storage. Md&ssincreased during the third quarter and
first nine months of fiscal 2010 primarily due tigier equipment sales to disk manufacturers ang&sed Intevac Photonics’ technology
development contracts and product sales. Net indontle third quarter and first nine months oté52010 increased compared to the same
periods in the prior year due to higher net sadagijally offset by higher selling, general and @uistrative expenses, and higher income tax
expense. The increase in selling, general and astmaitive expenses during the third quarter ofdi010 was a result of profit sharing and
bonus accruals as the Company resumed recordifgpleacompensation expenses in fiscal 2010 asudt i&fsts return to profitability. The
increase in selling, general and administrativeeasps during the first nine months of fiscal 203 wrimarily a result of variable
compensation expenses and legal expenses assogititéde auction rate securities (“ARS”) arbitrati

Although hard drive customers are continum¢pke delivery of systems to increase their capakitevac expects its Equipment revenue
for the fourth quarter of 2010 to decline from thid quarter of 2010 due to a lower level of sgstEhipments. Intevac expects Intevac
Photonics’ revenues in the fourth quarter of 2@ilh¢rease from the third quarter of 2010 as Phosotontinues to increase its product
shipments, and penetrate new major military progoaportunities.

Intevac’s trademarks, include the following00 Lear®,” “AccuLuber™,” “Continuum™,” “DeltaNu®,” “EBAPS ®,” “ExaminerR™,”
“I-Port™,” “LEAN SOLAR™.,” “LithoPrime™,” “LIVAR ®,” “MicroVista ®,” “MOSIR ®,” “NanoVista™”, “NightVista®,” “Night Port™,”
and “RAPID-ID™”,

Results of Operations

Net revenues
Three months ended Nine months ended
October 2. September 2€ October 2, September 2€
2010 2009 % Change 2010 2009 % Change
(In thousands, except percentages)
Equipment $ 55,86¢ $ 12,29: 354.5% $141,45: $ 24,477 477.%
Intevac Photonic 8,75¢ 6,86: 27.€% 24,91« 19,30¢ 29.1%
Total net revenue $ 64,627 $ 19,15¢ 237.% $166,36° $ 43,78 280.(%

Net revenues consist primarily of sales ofipanent used to manufacture thin-film disks, anda tesser extent, related equipment and
system components; revenue from contract reseatile@velopment related to the development of elemptical sensors, cameras and
systems; and sales of low-light imaging products t@ble-top and handheld Raman instruments.
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Equipment revenue for the three and nine nwattded October 2, 2010 increased over the sariwalpén the prior year as a result of
higher sales of disk sputtering systems, technolgmyrades and spare parts. During the third quaft2®@10 Intevac recognized revenue on
eight 200 Lean systems, disk equipment technol@gyades and spare parts. Equipment revenue farinkemonths ended October 2, 2010
included revenue recognition for twenty-two 200 haegstems, upgrades and spare parts. During tee #md nine months ended
September 26, 2009 Intevac recognized revenue e20d Lean system, disk equipment technology uggradd spare parts. Long-term
demand for hard disk drives is expected to increlaisen by the need for corporations to replace @pdhate employee computers, increased
information technology spending, growth in diggébrage, declining growth rate in areal densityrompments and the proliferation of persc
computers into emerging economies. The numbersieays needed to support this growth can vary frear Yo year and is dependent on the
factors noted above.

Intevac Photonics revenue for the three and months ended October 2, 2010 increased oveathe periods in the prior year which was
the result of increased contract research and dewednt work and increased product sales. IntevatoRits revenues for the three months
ended October 2, 2010 consisted of $5.2 millioneskarch and development contract revenue anch$Bién of product sales as compared to
$4.5 million of research and development contragénue and $2.3 million of product sales for thre¢tmonths ended September 26, 2009.
Intevac Photonics revenues for the nine monthse@ixober 2, 2010 consisted of $14.1 million okgsh and development contract revenue
and $10.8 million of product sales as comparedlthBmillion of research and development contragenue and $7.8 million of product sales
for the nine months ended September 26, 2009. fdrease in product revenue resulted from highessaf digital night-vision camera
modules, systems and commercial products. Thedseri contract research and development revensi¢ghwaesult of a higher volume of
contracts. Intevac expects that in the remaind@0@&D, Intevac Photonics revenues will grow drilgrgovernment spending as well as growth
in commercial products. Substantial growth in fetimtevac Photonics revenues is dependent on @ratibn of Intevacs technology into maji
military programs, continued defense spendingathibty to obtain export licenses for foreign custrs, obtaining production subcontracts for
these programs, and development and sale of conahproducts.

Intevac’s backlog of orders at October 2, 20/B8 $64.9 million, compared to $73.8 million atcBmber 31, 2009 and $52.2 million at
September 26, 2009. The $64.9 million of backlo@etiober 2, 2010 consisted of $44.6 million of Eupeént backlog and $20.3 million of
Intevac Photonics backlog. The $73.8 million ofldag at December 31, 2009 consisted of $57.5 milbb Equipment backlog and
$16.3 million of Intevac Photonics backlog. BackbigOctober 2, 2010 included six 200 Lean systesroenpared to ten at December 31, :
and five at September 26, 2009.

International sales increased by 559.5% taGh&dllion for the three months ended October 2,®fom $7.6 million for the three months
ended September 26, 2009 and by 559.4% to $127i6mfbr the nine months ended October 2, 20101 9.4 million for the nine months
ended September 26, 2009. International salesdagiuoducts shipped to overseas operations ofddr8panies. The increase in international
sales was primarily due to an increase in net neegifrom disk sputtering systems, upgrades ane gzats. Substantially all of Intevac’s
international sales are to customers in Asia. hagonal sales constituted 77.3% of net revenuethéothree months ended October 2, 201(
39.6% of net revenues for the three months endpteBer 26, 2009. International sales constitu&8% of net revenues for the nine months
ended October 2, 2010 and 44.3% of net revenudbdanine months ended September 26, 2009. Theht@mestic versus international se
will change from period to period depending onlti@tion of Intevac’s largest customers in eaclioger
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Gross profit
Three months endec Nine months endec
October 2, September 26, October 2, September 26,
2010 2009 % Change 2010 2009 % Change
(In thousands, except percentages)

Equipment gross prof $27,27: $5,92¢ 360.2% $66,68¢ $10,13: 558.2%
% of Equipment net revenu 48.8% 48.2% 47.1% 41.%%
Intevac Photonics gross pra $ 2,31 $2,75: (16.0% $ 6,41( $ 7,32¢ (12.5%
% of Intevac Photonics net revent 26.2% 40.1% 25.71% 37.%
Total gross profi $29,58¢ $8,67¢ 240.% $73,09¢ $17,45¢ 318.1%
% of net revenue 45.8% 45.2% 43.% 39.9%

Cost of net revenues consists primarily ofchased materials and costs attributable to conteaetarch and development, and also includes
fabrication, assembly, test and installation ladnod overhead, customer-specific engineering casisanty costs, royalties, provisions for
inventory reserves and scrap.

Equipment gross margin was 48.8% in the thmeaths ended October 2, 2010 compared to 48.2%eithree months ended September 26,
2009 and was 47.1% in the nine months ended Oci)#0510 compared to 41.4% in the nine months eSdpdember 26, 2009. The higher
gross margin was due primarily to product mix, lighevenues and higher factory utilization. Grossgims in the Equipment business will
vary depending on a number of factors, includingdpict mix, product cost, system configuration aridipg, factory utilization, and provisiot
for excess and obsolete inventory.

Intevac Photonics gross margin was 26.4%aérthhee months ended October 2, 2010 compared 1644 the three months ended
September 26, 2009 and was 25.7% in the nine memithsd October 2, 2010 compared to 37.9% in the mionths ended September 26,
2009. The decrease in gross margin resulted pilyrfaosim higher costs, as Intevac Photonics ramgsdh-volume production of its digital
night-vision camera module for a NATO customer,downargins on development contracts, and increps®dsions for warranty and for
excess and obsolete inventory.

Research and devel opment

Three months ended Nine months ended

October 2, September 26 October 2, September 26
2010 2009 % Change 2010 2009 % Change
(In thousands, except percentages)
Research and development expe $7,06: $6,84( 3.3% $20,61¢ $22,25¢ (7.9%
% of net revenue 10.9% 35.7% 12.4% 50.8%

Research and development spending increadequipment during the three months ended Octob20P) as compared to the three months
ended September 26, 2009 primarily as the resddbofis and profit sharing accruals. Research anelgement spending decreased in
Equipment during the nine months ended Octobe®202s compared to same period in the prior yearrasult of reduced spending on
semiconductor products, offset by increased investrin photovoltaic development. Research and deweént spending decreased in Intevac
Photonics during the three and nine months ende¢db®c?2, 2010 as compared to the same period®ipribr year reflecting decreased
spending for sensor yield improvements and digiigiht vision goggle development. Research and dewe¢nt expenses do not include costs
of $3.3 million and $9.2 million for the three anthe months ended October 2, 2010 respectivel$2@ million and $6.4 million for the three
and nine months ended September 26,
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2009, respectively, which are related to Intevaot®hics contract research and development anddedlin cost of net revenues.

Slling, general and administrative

Three months endec Nine months endec
October 2, September 26, October 2, September 26,
2010 2009 % Change 2010 2009 % Change

(In thousands, except percentages)

Selling, general and administrati
expense $7,14¢ $5,551 28.8% $21,27: $16,65¢ 27.1%
% of net revenue 11.1% 29.(% 12.€% 38.(%

Selling, general and administrative expensesists primarily of selling, marketing, customeppart, financial and management costs. The
increase in selling, general and administrativendpwy in the three months ended October 2, 201(peoed to the three months ended
September 26, 2009 was primarily the result of lscemd profit sharing accruals. The increase ifngglbeneral and administrative spending in
nine months ended October 2, 2010 compared toatie period in the prior year was primarily the festibonus and profit sharing accruals
and legal expenses associated with the ARS aiibitraiffset in part by lower equity-based compeiosaexpense.

Interest income and other, net

Three months ended Nine months ended
October 2, September 26 October 2, September 26
2010 2009 % Change 2010 2009 % Change

(In thousands, except percentages)

Interest income and other, r $(84) $122 (168.9% $37¢ $78C (51.9%

Interest income and other, net consists pilynaf interest income on investments and foreignrency gains and losses. The decrease in
interest and other income in the three and ninethsoended October 2, 2010 resulted from lower @eemavested balances, lower interest r
and fluctuations in foreign currency gains and ésss

Income tax provision (benefit)

Three months endec Nine months endec
October 2, September 26, October 2, September 26,
2010 2009 % Change 2010 2009 % Change

(In thousands, except percentages)

Income tax provision (benefi $2,11C $(1,799) 217.% $4,63¢ $(8,621) 153.8%

Intevac’s effective income tax rate for theethand nine months ended October 2, 2010 was 181tP44.5%, respectively. Intevac’s
effective income tax rate for the three and ninethe ended September 26, 2009 was 50.1% and 46e8pectively. Intevac adjusts its
effective income tax rate each quarter to be ctersisvith the estimated annual effective incomertdg. The effective income tax rate differs
from the applicable statutory rates due primawlyite utilization of deferred and current creditg effect of permanent differences and the
geographical composition of Intevac’s worldwidergags. Intevac’s effective income tax rate is hygtiépendent on the availability of tax
credits and the geographic composition of Inteva@sidwide earnings.

Intevac enjoys a tax holiday in Singapore tigtothe tax years ending in 2015. The tax holidayides a lower income tax rate on certain
classes of income and the agreement requireséhairc thresholds of business investment and empoy levels be met in Singapore in order
to maintain this holiday.
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During the first quarter of 2009, Intevac éfithed an additional valuation allowance to fulgerve its California state deferred tax assets
due to the impact of California tax legislationttias enacted in February 2009. This additionalatbn allowance decreased the income tax
benefit by $1.0 million. Intevac recognized theeeffof the change in valuation allowance as a eisdtem during the period.

Intevac is subject to income taxes in the {e8eral jurisdiction, and various states and fgmgurisdictions. Tax regulations within each
jurisdiction are subject to the interpretationtuod telated tax laws and regulations and requimgfgignt judgment to apply. With fe'
exceptions, Intevac is not subject to U.S. fedestate and local, or international jurisdictionsdme tax examinations by tax authorities for the
years before 2004. The Company currently has dd@aith income tax examination for fiscal years eh@05, 2006 and 2007. In 2009,
Internal Revenue Service conducted a field reviéthe fiscal year 2008 tax return and the examamais pending approval from the U.S. Joint
Committee on Taxation. Presently, there are nor@btve income tax examinations in the jurisdiciavhere Intevac operates.

Liquidity and Capital Resources

At October 2, 2010, Intevac had $129.2 milliorcash, cash equivalents, and investments compar®89.8 million at December 31, 2009.
During the first nine months of 2010, cash and @ghivalents and investments increased by $39libmidue primarily to net income and ¢
received from the sale of Intevac common stocktevac’'s employees through Inteve€mployee benefit plans partially offset by pusgsao
fixed assets.

Cash, cash-equivalents and investments carfdise following:

October 2, December 31
2010 2009
(In thousands)
Cash and cash equivale $118,84: $ 17,59:
Shor-term investment — 6,00(
Long-term investment 10,35¢ 66,24¢
Total cash, cash equivalents and investm $129,20: $ 89,84

Operating activities generated cash of $39IBom during the first nine months of 2010 and dsmsh of $8.5 million during the first nine
months of 2009. The increase in cash generategérating activities was due primarily to the in@e@n net income during the first nine
months of 2010.

Accounts receivable totaled $33.6 million at@der 2, 2010, compared to $44.8 million at Decen®i, 2009. The decrease of
$11.2 million in the receivable balance was dueditection of customer deposit invoices which weungstanding at the end of the prior year
and collection of systems receivables. Total netiiories increased to $26.6 million at Octobe2®,0, compared to $19.1 million at
December 31, 2009 primarily as a result of incrddmesiness levels. Accounts payable increased.®r#ifilion at October 2, 2010 compare(
$4.7 million at December 31, 2009 in line with ieased manufacturing activities. Accrued payroll eeldted liabilities increased by
$7.4 million during the nine months ended Octohe2® 0 primarily related to bonus and profit shgratcruals. Other accrued liabilities
decreased to $6.5 million at October 2, 2010 frdrh. $ million at December 31, 2009, primarily dued¢genue recognition in the first quarter
of 2010 on a 200 Lean system shipment that had teefemred in the fourth quarter of 2009 until cusér acceptance and demonstration of
product specifications. Customer advances decrdas&8.4 million during the first nine months of12) as liquidations related to revenue
recognition were higher than new advances recdioed customers.

Investing activities in the first nine monthis2010 generated cash of $59.5 million. Proceents Sales and maturities of investments, net of
purchases of investments totaled $65.0 million.iahpxpenditures for the nine months ended Oct@h@010 were $5.4 million.
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Financing activities generated cash of $1.aniin the first nine months of 2010 from theealf Intevac common stock to Intevac’s
employees through Intevac’s employee benefit plans.

As of October 2, 2010, Intevac's available-$aie securities represented $10.9 million parevalUARS, less a temporary valuation
adjustment of $637,000 to reflect their currenklatliquidity. Management believes that the impaént of the ARS investments is temporary.
Due to current market conditions, these investmieat® experienced failed auctions beginning in Fethruary 2008. These failed auctions
result in a lack of liquidity in the securities,tlio not affect the underlying collateral of thewgties. Intevac does not anticipate that any
potential lack of liquidity in these ARS will affeits ability to finance its operations and planmagbital expenditures. Intevac continues to
monitor efforts by the financial markets to findemhative means for restoring the liquidity of th@svestments. These investments are
classified as non-current assets until Intevadiedter visibility as to when their liquidity willdrestored. The classification and valuation of
these securities will continue to be reviewed aeréyrt During the first nine months of 2010, $59.1lion of ARS were redeemed at par.

As described in Note 8 of Notes to CondensexsGlidated Financial Statements, at October 20 20 fair value of the ARS was
estimated at $10.3 million based on a valuatiofbuylihan Capital Advisors, LLC, using discounteditdlow models and applying
management’s internal analysis to the valuatiore @$timates of future cash flows are based onigdwy assumptions, such as discount rates
appropriate for the type of asset and risk, whighsignificant unobservable inputs. As of Octobe2@10, there was insufficient observable
market information for the ARS held by Intevac &tetmine the fair value. Therefore Level 3 fairued were estimated for these securities by
incorporating assumptions that market participardsld use in their estimates of fair value. Soméhese assumptions included credit quality,
collateralization, final stated maturity, estimatéshe probability of being called or becominguiig prior to final maturity, redemptions of
similar ARS, previous market activity for the saimeestment security, impact due to extended peradasaximum auction rates and valuation
models.

On March 19, 2009, Intevac filed a statemdmiam under the Financial Industry Regulatory Bartity dispute resolution process against
Citigroup Inc. and Citigroup Global Markets, Incollectively, “Citigroup”) with respect to allegdthud and market manipulation by Citigroup
related to ARS. The statement of claim requestati@litigroup accept Intevac’s tender of its ARPat value and that Intevac receive
compensatory, consequential and punitive damagesasts and expenses. Citigroup responded dengiagdc’s claims. The arbitration
proceedings were completed on June 10, 2010. Gn2Z2010, Intevac received a favorable rulingiftbe arbitration panel whereby
Citigroup was ordered to rescind the sale of the&hillion par value in outstanding ARS investngei@n July 27, 2010, Intevac received
$54.8 million from the repurchase of the securibig<Citigroup at par including interest and recagui the reversal of a $3.3 million temporary
impairment charge in other comprehensive income.

Intevac believes that its existing cash, aghivalents and investments will be sufficient teanits cash requirements for the foreseeable
future. Intevac intends to undertake approximas@y to $4.0 million in capital expenditures durthg remainder of 2010.

Critical Accounting Policies and Estimates

The preparation of financial statements atated disclosures in conformity with accountinghgiples generally accepted in the United
States of America (“US GAAP”) requires managemennake judgments, assumptions and estimates fieat &fie amounts reported. Intevac’
significant accounting policies are described ine\bto the consolidated financial statements oiedlin Item 8 of Intevac’s Annual Report on
Form 10-K filed on February 26, 2010. Certain efdé significant accounting policies are considéodak critical accounting policies, as
defined below.

A critical accounting policy is defined as dhat is both material to the presentation of latés financial statements and requires
management to make difficult, subjective or compledgments that could have a material effect oavat’s financial conditions and results of
operations. Specifically, critical accounting esites have the following attributes: 1) Intevaceiguired to make assumptions about matter:
are highly uncertain at the time of the estimatet 2) different estimates Intevac could reasonablye used, or changes in the estimate that are
reasonably likely to occur, would have a materifda on Intevac’s financial condition or resultsoperations.
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Estimates and assumptions about future earatsheir effects cannot be determined with cetyaintevac bases its estimates on historical
experience and on various other assumptions believbe applicable and reasonable under the ciraunmoss. These estimates may change as
new events occur, as additional information is ivlgteh and as Intevac’s operating environment charnigesse changes have historically been
minor and have been included in the consolidateahitial statements as soon as they become knowaddition, management is periodically
faced with uncertainties, the outcomes of whichrarewithin its control and will not be known forgdonged periods of time. Many of these
uncertainties are discussed in the section belditlezh“Risk Factors.” Based on a critical assesshoé Intevac’s accounting policies and the
underlying judgments and uncertainties affectirgdpplication of those policies, management bedi¢hiat Intevac’s consolidated financial
statements are fairly stated in accordance wittGA2\P, and provide a meaningful presentation ofvates financial condition and results of
operation.

In 2009, the Financial Accounting Standardaf8d“FASB”) issued amended revenue recognitionlguce for arrangements with multiple
deliverables and certain software sold with targjiroducts. This new guidance eliminates the resichethod of revenue recognition and
allows the use of management’s best estimate lfiggrice (“ESP”) for individual elements of arrangement when vendor specific objective
evidence (“WVSOE") or third party evidence (“TPE%)unavailable. Intevac implemented this guidancsgectively beginning in the first
quarter of fiscal 2010 for transactions that waitdted or materially modified during fiscal 20Ithe implementation of the new guidance had
an insignificant impact on reported net sales aspared to net sales under previous guidance, agthguidance did not change the units of
accounting within sales arrangements and the edititin of the residual method for the allocatioraopfingement consideration had an
inconsequential impact on the amount and timingepbrted net sales.

In 2010, the FASB issued guidance for the stdee method of revenue recognition. Under thesttlee method, consideration earned from
achievement of the milestone is viewed as beingative of the value provided to the customer tigloeither (1) the efforts performed or (2
specific outcome resulting from the performancadbieve that specific milestone. Under the milestorethod contingent arrangement
consideration earned from the achievement of astaifes is recognized in its entirety in the perioavhich the milestone is achieved. Under
this new method of accounting a milestone mustdobstantive” before the method can be applied;ighait the inception of the arrangement
there is a substantial uncertainty about the aehnm@nt of the milestone, substantive effort is regfito achieve the milestone, and none of the
payment for the milestone is refundable. Intevaglémented this guidance prospectively beginnindpénfirst quarter of fiscal 2010 for
transactions that were initiated or materially nfiedi during fiscal 2010. Implementation of this nguidance had an insignificant impact on
reported net sales as compared to net sales urglgéoyps guidance.

As a result of implementing the above new aotiog guidance, during the first fiscal quarte26fL0, Intevac revised its critical accounting
policy for “Revenue Recognition.” The revised pglis provided below.

Revenue Recognitio

Intevac recognizes revenue when persuasiieree of an arrangement exists, delivery has oedwand title and risk of loss have passed to
Intevac’s customer or services have been rend#redrice is fixed or determinable, and collectibils reasonably assured. Intevac’s shipping
terms are customarily FOB shipping point or equéuméterms. Intevac’s revenue recognition policyegahy results in revenue recognition at
the following points: (1) for all transactions wkdegal title passes to the customer upon shipraetyac recognizes revenue upon shipment
for all products that have been demonstrated ta preeluct specifications prior to shipment; thetjwor of revenue associated with certain
installation-related tasks is deferred, and the¢mee is recognized upon completion of the indialtarelated tasks; (2) for products that have
not been demonstrated to meet product specificapoior to shipment, revenue is recognized at enst@acceptance; and (3) for arrangements
containing multiple elements, the revenue relatithe undelivered elements is deferred until aéeliof the deferred elements. When a sales
arrangement contains multiple elements, Intevaxates revenue to each element based on a sdllagghierarchy. The selling price for a
deliverable is based on its VSOE if available, TPESOE is not available, or ESP if neither VSOH A®E is available. Intevac generally
utilizes the ESP due to the nature of its produntsertain cases, technology upgrade sales amuatad for as multiple-element arrangements,
usually split between delivery of the
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parts and installation on the custonsesystems. In these cases, Intevac recognizesuev¥enthe relative sales price of the parts ugopment
and transfer of title, and recognizes revenueHerrelative sales price of installation servicegmwthose services are completed. Revenue
related to sales of spare parts is generally rdzegrupon shipment. Revenue related to servicgersrally recognized upon completion of the
services. In addition, Intevac uses the installnmeetthod to record revenue based on cash receipisiations where the account receivable is
collected over an extended period of time and inagament’s judgment collectibility is not reasoyaddsured.

Intevac performs research and development woder various government-sponsored research ctstRevenue on cost-plése contract
is recognized to the extent of costs actually irediplus a proportionate amount of the fee earimtelvac considers fixed fees under cost-plus-
fee contracts to be earned in proportion to treaable costs actually incurred in performance efdbntract. Revenue on fixed-price contracts
is recognized on a milestone method or percent&gerapletion method of contract accounting. Fortcacts structured as milestone
agreements, revenue is recognized when a speuaifledtone is achieved, provided that (1) the milestevent is substantive in nature and
there is substantial uncertainty about the achieverof the milestone at the inception of the agres®m(2) the milestone payment is non-
refundable, and (3) there is no continuing perfaroeaobligations associated with the milestone paynfny milestone payments received
prior to satisfying these revenue recognition didtare deferred. Intevac generally determinegp#reentage completed based on the perce
of costs incurred to date in relation to total rstied costs expected through completion of theraohtWhen estimates of total costs to be
incurred on a contract exceed estimates of tot@mee to be earned, a provision for the entire dmsthe contract is recorded in the period the
loss is determined.

For further information about Intevac’s otlgeitical accounting policies, see the discussionrdgical accounting policies in Intevac’s 2009
Form 10K. Management believes that there has been ndfisigmi change during the three and nine monthseé@izober 2, 2010 to the iter
identified as critical accounting policies in Ings 2009 Form 10-K except as set forth above.

Item 3. Quantitative and Qualitative Disclosures About MarkRisk

Interest rate risk. Intevac’s exposure to market risk for changes ferast rates relates primarily to its investmentfpto. Intevac does not
use derivative financial instruments in Intevacigdstment portfolio. Intevac places its investmevite high quality credit issuers and, by
policy, limits the amount of credit exposure to ame issuer. Investments typically consist of aurctate securities and debt instruments is:
by the U.S. government and its agencies.

The table below presents principal amountsrataled weighted-average interest rates by yearabfirity for Intevac’s investment portfolio
at October 2, 2010.

Fair
2010 2011 2012 Beyond Total Value
(In thousands, except percentages)
Cash equivalent
Fixed rate amount $ 3,00( — — — $ 3,00( $ 3,00(
Weightec-average rat 0.06% — — —
Variable rate amoun $80,28¢ — — — $80,28¢ $80,28¢
Weightec-average rat 0.1% — — —
Long-term investment
Fixed rate amount — — — $10,90( $10,90( $10,26:
Weightec-average rat — — — 0.6&%
Total investment portfoli $83,28¢ — — $10,90( $94,18¢ $93,55:

At October 2, 2010, Intevac held investmentdRS. With the liquidity issues experienced inlibcredit and capital markets, Intevac’s
ARS have experienced multiple failed auctions.¢atecontinues to earn interest at the
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maximum contractual rate for each security. Thereged values of the ARS held by Intevac are ngédorat par. As of October 2, 2010,
Intevac had $10.3 million in ARS in the condensedsolidated balance sheet, which is net of a teerpamrealized loss of $637,000.
Management believes that the impairment of the ARBstments is temporary, primarily due to the gowgent guarantee of the underlying
securities and Intevac’s ability to hold the AR$ tlee foreseeable future. Management believesttismore likely than not that it will not be
required to sell the ARS before the recovery ofrthar amount. The unrealized loss is includedtireocomprehensive income.

Intevac continues to monitor the market forA&d consider its impact (if any) on the fair nednkalue of its investments. If the current
market conditions continue, or the anticipated vecp in market values does not occur, Intevac neyeluired to record additional unrealized
losses or record an other-than-temporary impairroleatge in 2010.

Based on Intevac’s ability to access its céstexpected operating cash flows, and other gsuo€ cash, Intevac does not anticipate that the
lack of liquidity of these investments will affelcitevac’s ability to operate its business in theimary course.

Foreign exchangerisk. From time to time, Intevac enters into foreign eaay forward exchange contracts to hedge certaits ahticipated
foreign currency transaction, translation and rexsneement exposures. The objective of these caafisato minimize the impact of foreign
currency exchange rate movements on Intevac’s tipgneesults. At October 2, 2010, Intevac had meiffn currency forward exchange
contracts.

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

Intevac maintains a set of disclosure contaold procedures that are designed to ensure floatiation relating to Intevac, Inc. required to
be disclosed in periodic filings under the SecesitExchange Act of 1934, or Exchange Act, is remtbrgrocessed, summarized and reporte
a timely manner under the Exchange Act. In connaatiith the filing of this Form 10-Q for the quarended October 2, 2010, as required
under Rule 13a-15(b) of the Exchange Act, an et@inavas carried out under the supervision and thighparticipation of management,
including the Chief Executive Officer and Chief &irtial Officer, of the effectiveness of Intevacisalbsure controls and procedures as of the
end of the period covered by this quarterly repBaised on this evaluation, Intevac’s Chief Exe@i®fficer and Chief Financial Officer
concluded that our disclosure controls and proceslwere effective as of October 2, 2010.

Attached as exhibits to this Quarterly Repoé certifications of the CEO and the CFO, whiaghraquired in accordance with Rule 13a-14
of the Exchange Act. This Controls and Procedueetian includes the information concerning the oastevaluation referred to in the
certifications, and it should be read in conjunctiaith the certifications for a more complete urst@nding of the topics presented.

Definition of disclosure controls

Disclosure Controls are controls and procesldesigned to ensure that information requirecetdibclosed in our reports filed under the
Exchange Act, such as this Quarterly Report, ienged, processed, summarized and reported withkitirtie periods specified in the Securities
and Exchange Commission’s rules and forms. Disceo8ontrols are also designed to ensure that stichmation is accumulated and
communicated to our management, including the CEDGFO, as appropriate to allow timely decisiorgarding required disclosure. Our
Disclosure Controls include components of our imi&control over financial reporting, which consisf control processes designed to provide
reasonable assurance regarding the reliabilityuofioancial reporting and the preparation of fioiah statements in accordance with generally
accepted accounting principles in the U.S. To tlierg that components of our internal control diregincial reporting are included within our
Disclosure Controls, they are included in the soofpeur quarterly controls evaluation.
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Limitations on the effectiveness of controls

Intevac’s management, including the CEO an® Gfoes not expect that Intevac’s Disclosure CésmwpIntevac’s internal control over
financial reporting will prevent all error and &éud. A control system, no matter how well desidjaed operated, can provide only reason:
not absolute, assurance that the control systebjtives will be met. Further, the design of atcolrsystem must reflect the fact that there are
resource constraints, and the benefits of contmist be considered relative to their costs. Becafifee inherent limitations in all control
systems, no evaluation of controls can provide lalbs@ssurance that all control issues and instaot&aud, if any, within Intevac have been
detected. These inherent limitations include tladities that judgments in decision-making can hétyaand that breakdowns can occur because
of simple error or mistake. Controls can also lbeuwchvented by the individual acts of some persbysollusion of two or more people, or by
management override of the controls. The desigangfsystem of controls is based in part on cegagumptions about the likelihood of future
events, and there can be no assurance that amndeili succeed in achieving its stated goals uradignotential future conditions. Over time,
controls may become inadequate because of chamgesditions or deterioration in the degree of chamge with policies or procedures.
Because of the inherent limitations in a cost-gifeccontrol system, misstatements due to errdraard may occur and not be detected.

Changes in internal controls over financial reportng

There were no changes in our internal conteés financial reporting that occurred during pegiod covered by this Quarterly Report on
Form 10-Q that have materially affected, or arsoeably likely to materially affect, Intevac’s int@l control over financial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceeding:

From time to time, Intevac is involved in ola and legal proceedings that arise in the ordinawyse of business. Intevac expects that the
number and significance of these matters will inseeas Intevas’business expands. Any claims or proceedings sigasn whether meritoriot
or not, could be time consuming, result in costigation, require significant amounts of managentane, result in the diversion of significant
operational resources, or require us to enterrimyalty or licensing agreements which, if requiredy not be available on terms favorable t
or at all. Intevac is not presently a party to &wsuit or proceeding that, in Intevac’s opiniaglikely to seriously harm Intevac’s business.

Iltem 1A. Risk Factors

The following factors could materially affdotevac’s business, financial condition or resofteperations and should be carefully
considered in evaluating the Company and its bssiria addition to other information presentedwlsere in this report.

The industries we serve are cyclical, volatile amapredictable.

The majority of our revenue is derived frore ale of equipment used to manufacture commaelitynology products such as disk drives,
and our target new markets include other commadditiinology markets including semiconductor waféritation equipment and photovolt:
(“PV") cell manufacturers. This subjects us to lnasis cycles, the timing, length and volatility dfish can be difficult to predict. When
demand for commodity technology products exceeddymtion capacity, then demand for new capital gaeint such as ours tends to be
amplified. Conversely, when supply of commoditynieclogy products exceeds demand, then demand focapital equipment such as ours
tends to be depressed. For example, sales of syséemmagnetic disk production were severely deggdgrom mid-1998 until mid-2003 and
grew rapidly from 2004 through 2006, followed by a
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downturn in the cycle in late 2007 which contindlecbugh 2009. The number of new systems deliveestikd sequentially in 2007, 2008
2009. We cannot predict with any certainty wherséheycles will begin or end.

Our equipment represents only a portion ofctygital expenditure that our customers incur wihely upgrade or add production capacity.
Accordingly, our customers generally commit to nmakiarge capital expenditures, far in excess otthst of our systems alone, when they
decide to purchase our systems. The magnitudeesétbapital expenditures requires our customerave access to large amounts of capital.
The magnetic disk and semiconductor manufacturidgstries have from time to time made significatdiions to their production capacity.
Our customers generally reduce their level of edfitvestment during downturns in the overall ecogpor during a downturn in their
industries.

We must effectively manage our resources aodyttion capacity to meet rapidly changing dem#&ut. business experiences rapid growth
and contraction, which stresses our infrastructaternal systems and managerial resources. Dpenigds of increasing demand for our
products, we must have sufficient manufacturingacétp and inventory to meet customer demand; ditratain and motivate a sufficient
number of qualified individuals; and effectively nze our supply chain. During periods of decreadamand for our products, we must be
able to align our cost structure with prevailingrked conditions; motivate and retain key employaed effectively manage our supply chain.

Sales of our equipment are primarily dependent aur eustomers’upgrade and capacity expansion plans and whether oustomers sele:
our equipment.

We have no control over our customers’ upgia@ttk capacity expansion plans, and we cannot leetisay will select, or continue to select,
our equipment when they upgrade or expand the&aip The sales cycle for our equipment systemsheaa year or longer, involving
individuals from many different areas of Intevad amumerous product presentations and demonstrdtiomsir prospective customers. Our
sales process also commonly includes producti@awiples, customization of our products, and iredfath of evaluation systems in the
factories of our prospective customers. We do ntgraénto longterm contracts with our customers, and until areorsl actually submitted by
customer there is no binding commitment to purcltasesystems.

Intevac Photonics’ business is also subjetdng sales cycles because many of its product$, ast our military imaging products, often
must be designed into the customers’ end produttish are often complex state-of-the-art produttese development cycles are often multi-
year, and our sales are contingent on our custosueressfully integrating our product into theioguct, completing development of th
product and then obtaining production orders feirthroduct from the U.S. government or its allies.

Sales of new manufacturing systems are alperdtent on obsolescence and replacement of thadl@msbase of our customers’ existing
equipment with newer, more capable equipment. ¢rages are developed that extend the useful liteeoinstalled base of systems, then we
tend to sell more upgrade products and fewer nestenys, which can significantly reduce total reverigr example, some of our 200 Lean
customers continue to use legacy systems for thdugtion of perpendicular media, which delays #dacement of such systems with new
200 Lean systems.

Our 200 Lean customers also experience cotigrefrom companies that produce alternative stertaghnologies like flash memory, which
offer smaller size, lower power consumption andemoigged designs. If alternative technologies, siscfiash memory, replace hard disk
drives as a significant method of digital storagen demand for our hard disk manufacturing prasluciuld decrease.

We are exposed to risks associated with a highlgcamtrated customer base and industry consolidation

Historically, a significant portion of our rerue in any particular period has been attributedbkales of our disk sputtering systems to a
limited number of customers. This concentratiocudtomers can lead to extreme variability in reeeand financial results from period to
period.
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Industry consolidation can limit the numbeipotential customers for our products. For exampéggate acquired Maxtor in 2006, Western
Digital acquired Komag in 2007 and acquired Hoya&gnetic media operations in 2010, and Toshibaieej&ujitsu’s hard drive business in
2009. The concentration of our customer base maplerour customers to demand pricing and othergemmfavorable to Intevac, and makes
us more vulnerable to changes in demand by a giustomer. Orders from a relatively limited numbemanufacturers have accounted for,
and will likely continue to account for, a substahportion of our revenues. The loss of one obthlarge customers, or delays in purchasin
them, could have a material and adverse effeciomevenues.

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

We have invested heavily, and continue toshvia the development of new products, such a26QrLean Gen Il system, our
semiconductor products, LEAN SOLAR systems for Pglizations and our digital night-vision produd®ur success in developing and
selling new products depends upon a variety obfacincluding our ability to: predict future custer requirements, make technological
advances, achieve a low total cost of ownershipfomproducts, introduce new products on schedaodaufacture products cost-effectively
including transitioning production to volume mantttaing; commercialize and attain customer acceygan our products; and achieve
acceptable and reliable performance of our newymnsdin the field. Our new product decisions andettspment commitments must anticipate
continuously evolving industry requirements sigeafitly in advance of sales. In addition, we arerafiting to expand into new or related
markets, including the semiconductor market forexddbrication equipment, and the PV market. Oya@sion into the PV market is
dependent upon the success of our customers’ dawelat plans, some of which are staps and in their preliminary stages of developmas
well as their ability to raise capital to fund thiiture development and capacity expansion. Te tidevac has not received revenue from our
semiconductor or PV manufacturing products. Faitareorrectly assess the size of the markets, doessfully develop cost effective products
to address the markets or to establish effectilessand support of the new products would have temahadverse effect on future revenues
profits.

Rapid technological change in our served ntanegjuires us to rapidly develop new technicadlyamced products. Our future success
depends in part on our ability to develop and ofifew products with improved capabilities and totzare to enhance our existing products. If
new products have reliability or quality problerosy performance may be impacted by reduced ordagser manufacturing costs, delays in
acceptance and payment for new products and adaitsgrvice and warranty expenses.

Our operating results fluctuate significantly fromuarter to quarter, which can lead to volatility ithe price of our common stock.

Our quarterly revenues and common stock préne fluctuated significantly. We anticipate that cevenues, operating margins and
common stock price will continue to fluctuate fovariety of reasons, including: (1) changes indbsand, due to seasonality, cyclicality and
other factors in the markets for computer systetmsage subsystems and consumer electronics cmgalisks our customers produce with
systems; (2) delays or problems in the introductind acceptance of our new products, or delivegxadting products; (3) timing of orders,
acceptance of new systems by our customers or katinme of those orders; (4) new products, servimetechnological innovations by our
competitors or us; (5) changes in our manufactuciogfs and operating expense; (6) changes in dexmaomic, political, stock market and
industry conditions; and (7) any failure of our caténg results to meet the expectations of investmesearch analysts or investors.

Any of these, or other factors, could leaddtatility and/or a rapid change in the tradingcprof our common shares. In the past, securities
class action litigation has been instituted againstpanies following periods of volatility in theamket price of their securities. Any such
litigation, if instituted against Intevac, couldstat in substantial costs and diversion of manageme

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

Economic conditions worldwide have contributediecreased spending by our customers and a g¥omvih the hard disk drive industry.
These factors have adversely impacted our operegmgts in prior periods, including
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most recently during fiscal 2009, and have causet e cautious about our future outlook. Althoaggicroeconomic and global market
conditions improved in the latter half of 2009 ahd first nine months of 2010, our customers camito remain cautious as it relates to the
sustainability of the recovery. Negative macroecoizoand global recessionary factors, further vbtgtor disruption in the capital and credit
markets or further uncertainty or weakening in kegrkets could negatively impact spending for omdpcts and may materially adversely
affect our business, operating results and findwwoiadition.

In addition, while we intend to finance opéas with existing cash and cash flow from operatiaf necessary, we may require financin
support our continued operations. Due to the exdstincertainty in the capital and credit markets,access to capital may not be available on
terms acceptable to us or at all.

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

As a result of our acquisitions, we have digant goodwill and intangible assets on our baasiteet. We test goodwill and intangible as
for impairment on a periodic basis as required,\ehdnever events or changes in circumstances tedicat the carrying value may not be
recoverable. The events or changes that couldneeqggito test our goodwill and intangible assetsnmpairment include: a significant reducti
in our stock price, and as a result market capg#éibbn, changes in our estimated future cash flassyell as changes in rates of growth in our
industry or in any of our reporting units. In tlmufth quarter of 2008, we recorded an impairmeat@ of $10.5 million for goodwill due to a
decline in our market capitalization and certaincpased technology intangible assets due to logxweue expectations in light of current
operating performance and future operating expecstWe will continue to evaluate the carryingueabf our remaining goodwill and
intangible assets and if we determine in the futhat there is a potential further impairment ity ahour reporting units, we may be require:
record additional charges to earnings which couddiemially adversely affect our financial resultslauld also materially adversely affect our
business. See Note 5. “Goodwill and Purchased diitémAssets, Net” in the Notes to the CondensedsClidated Financial Statements for
additional information related to impairment of gedll and intangible assets.

We operate in an intensely competitive marketplaaed our competitors have greater resources thandee

In the market for our disk sputtering systems have experienced competition from Anelva Caapion, a subsidiary of Canon, which has
sold substantial numbers of systems worldwidehénrharket for semiconductor equipment we are attiegno enter a market with several
large established competitors including Brooks Audtion and Genmark Automation as well as compaetitiom internally developed produt
at Applied Materials and Tokyo Electron. Intevaaiempting to enter the PV equipment market, ace$ competition from large established
competitors including Veeco Instruments, Centrath®hotovoltaics, Roth & Rau, Von Ardenne and cedbme manufacturers that are
internally developing manufacturing equipment tinaty be sold externally in the future. In the mafketour military imaging products we
experience competition from companies such as hflistries and Fairchild Imaging. In the marketsdior commercial imaging products we
compete with companies such as Andor, Dalsa, E2a&matsu, Texas Instruments and Roper Industriesfsor and camera products, and
with companies such as Ahura, B&W Tek, GE SecuHfgriba-Jobin Yvon, Ocean Optics, Renishaw, The8uontific, and Smiths Detection
for Raman spectrometer products. Our competitove Babstantially greater financial, technical, negirkg, manufacturing and other resources
than we do, especially in the semiconductor andguuidtaic equipment markets where we have not presly offered products. We cannot
ensure that our competitors will not develop enleaments to, or future generations of, competitivapcts that offer superior price or
performance features. Likewise, we cannot enswaertiw competitors will not enter our markets aadaiiop such enhanced products.
Moreover, competition for our customers is interzs® our competitors have historically offered sabgal pricing concessions and incentives
to attract our customers or retain their existingtomers.

We may not be able to obtain export licenses frdra U.S. government permitting delivery of our prazts to international customers.
Many of our products, especially Intevac Phats' products, require export licenses from U.@&e@rnment agencies under the Export
Administration Act, the Trading with the Enemy Axft1917, the Arms Export Act of
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1976 or the International Traffic in Arms Regulaiso These regulations limit the potential marketsiome of our products. We can give no
assurance that we will be successful in obtainlhthe licenses necessary to export our productsgtitened government scrutiny of export
licenses for defense related products has resultiethigthened review periods for our license agpians. Exports to countries that are not
considered by the U.S. government to be alliedileety to be prohibited, and even sales to U.Sealimay be limited. Failure to obtain export
licenses, delays in obtaining licenses, or revooaif previously issued licenses would preventramfselling the affected products outside the
United States and could negatively impact our tesafloperations.

The Intevac Photonics business is dependent on d@&ernment contracts, which are subject to fixetdcpng, immediate termination and
number of procurement rules and regulations.

We sell many of our imaging products and smwidirectly to the U.S. government, as well gxritme contractors for various U.S.
government programs. Funding of multi-year goveminpeograms is subject to congressional appropriatiand there is no guarantee that the
U.S. government will make further appropriationastigularly given the U.S. government’s recent ®on spending in other areas. Sales to the
U.S. government and its prime contractors may bésaffected by changes in procurement policiesgeudonsiderations and political
developments in the United States or abroad. Famele, if the U.S. government is less focused darde spending or there is a decrease in
hostilities, demand for our products could decre@be loss of funding for a government program wlaelsult in a loss of future revenues
attributable to that program. The influence of afyhese factors, which are beyond our controlJatoegatively impact our results of
operations.

A significant portion of our U.S. governmeatenue is derived from fixed-price development pradiuction contracts. Under fixed-price
contracts, unexpected increases in the cost tda®ee manufacture a product, whether due to inetewestimates in the bidding process,
unanticipated increases in material costs, redpoeduction volumes, inefficiencies or other fact@®e borne by us. We have experienced cost
overruns in the past that have resulted in loseasedain contracts, and may experience additioost overruns in the future. We are required
to recognize the total estimated impact of costrwes in the period in which they are first ideietif. Such cost overruns could have a material
adverse effect on our results of operations.

Generally, government contracts contain piows permitting termination, in whole or in partfout prior notice at the government’s
convenience upon the payment of compensation enlwérk done and commitments made at the timeraiiteation. We cannot ensure that
one or more of the government contracts under wighor our customers, operate will not be terngdatnder these circumstances. Also, we
cannot ensure that we, or our customers, wouldleeta procure new government contracts to oftsetrevenues lost as a result of any
termination of existing contracts, nor can we eaghat we, or our customers, will continue to ramiaigood standing as federal contractors.

As a U.S. government contractor we must complly specific government rules and regulations aredsubject to routine audits and
investigations by U.S. government agencies. If aikté comply with these rules and regulations,rsults could include: (1) reductions in the
value of our contracts; (2) reductions in amoumé&yusly billed and recognized as revenue; (3)re@h modifications or termination; (4) the
assessment of penalties and fines; and (5) sugpeosdebarment from government contracting or sntvacting 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 taraticthe United States and various other countBemificant judgment is required to
determine and estimate worldwide tax liabilitiesir@Quture effective tax rate could be affected (iy:changes in tax laws; (2) the allocation of
earnings to countries with differing tax rates; ¢@Banges in worldwide projected annual earningsiiment and future years: (4) accounting
pronouncements; or (5) changes in the valuatiouofdeferred tax assets and liabilities. Althoughbelieve our tax estimates are reasonable,
there can be no assurance that any final deterimimaill not be different from the treatment refled in our historical income tax provisions
and accruals, which could result in additional papts by Intevac.
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We booked a significant tax benefit in botl®2@&nd 2008 based on management’s belief that wld toth carryback losses to years
Intevac paid income taxes and carryforward taxitsed future years where we would generate taxaigleme. Intevac will need to generate
approximately $40 million of taxable income in ordie realize the Federal deferred tax assets redoad of October 2, 2010. If our
expectations of future income are incorrect, weldtte required to establish a valuation allowargairst some or all of the deferred tax as:

The liquidity of our auction rate securities is ingired, which could impact our ability to meet casbquirements and require additional
financing.

At October 2, 2010, we held auction rate séiesr(*ARS”) with a par value of $10.9 million. The market foese securities had historice
been highly liquid, even though the ARS that wedhHmdve underlying maturities ranging from 21 toy8ars. The liquidity was achieved
through auctions, which occurred every 7 or 28 digsending on the security, in which the inter@stl pn each security was reset to current
market rates. We never intended to hold these giesuto maturity, but rather to use the aucticatdiee to sell the securities as needed to
provide liquidity. Since February 2008, all of teeSRS have failed auction. The ARS will continuéilliquid until a successful auction
process is reinstated, they are restructured inmtor liquid security, or a buyer is found outsid¢he auction process. We do not know when,
or if, this will occur. All of the auction rate serties held by us are student loan structuredeissariginated under the U.S. Department of
Education’s Federal Family Education Loan Prograth wincipal and interest 97% — 98% reinsuredty t).S. Department of Education.
As of October 2, 2010, all of these securitiescameently rated investment grade but there is so@ce that these ratings will continue in the
future. As of October 2, 2010, securities with ayelue of $8.5 million are rated AAA/Aaa, and @séty with a par value of $2.4 million is
rated AAA/A3. These securities are classified agterm investments and we recorded a temporarginment charge of $637,000. If: (1) the
issuers of the ARS are unable to successfully resaustions; or (2) the issuers do not redeem thg;AR (3) a liquid market for the ARS does
not develop; or (4) the U.S. Department of Educefals to support its guaranty of the obligatioos(5) these or any other valuation metric
processes change, then Intevac may be requireditteef adjust the carrying value of the ARS andéaord an other-than-temporary
impairment charge. In addition, Intevac could, uicts a situation require additional financing whinlght not be available on favorable term:
at all.

Our success depends on international sales andrtfenagement of global operations.

The majority of our revenues come from regioutside the United States. Most of our internati®ales are to customers in Asia, which
includes products shipped to overseas operatiobksSfcompanies. We currently have manufacturiggifi@s in California, Wyoming and
Singapore and international customer support cffineSingapore, China, and Malaysia. We expectithatnational sales will continue to
account for a significant portion of our total reue in future years. Certain of our suppliers dse bcated outside the United States.

Managing our global operations presents chgée including, but not limited to, those arisingnf: (1) global trade issues; (2) variations in
protection of intellectual property and other legghts in different countries; (3) concerns of UgBvernmental agencies regarding possible
national commercial and/or security issues posegrbwing manufacturing business in Asia; (4) flattan of interest rates, raw material co
labor and operating costs, and exchange ratesidimg) the weakening relative position of the U.8llat; (5) variations in the ability to devel
relationships with suppliers and other local bussas; (6) changes in the laws and regulationseofitiited States, including export restrictic
and other countries, as well as their interpretedind application; (7) the need to provide tecHraoa spares support in different locations;
(8) political and economic instability; (9) cultligifferences; (10) varying government incentiveptomote development; (11) shipping costs
and delays; (12) adverse conditions in credit mark@3) variations in tariffs, quotas, tax codad ather market barriers; and (14) barriers to
movement of cash.

We must regularly assess the size, capabhifitylocation of our global infrastructure and makeropriate changes to address these issues.
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Our success is dependent on recruiting and retaipia highly talented work force.

Our employees are vital to our success, and@&umanagement, engineering and other employeedifficult to replace. We generally do
not have employment contracts with our key emplsy€&erther, we do not maintain key person life iasge on any of our employees. The
expansion of high technology companies worldwide inareased demand and competition for qualifiedqrenel, and has made companies
increasingly protective of prior employees. It nieeydifficult for us to locate employees who are subject to non-competition agreements and
other restrictions.

The majority of our U.S. operations are loddteCalifornia where the cost of living and of neiting employees is high. Additionally, our
operating results depend, in large part, upon bilityato retain and attract qualified managememigineering, marketing, manufacturing,
customer support, sales and administrative persoRughermore, we compete with industries sucthashard disk drive, semiconductor, and
solar industries for skilled employees. Failuredtain existing key personnel, or to attract, a#atenor retain additional highly qualified
employees to meet our needs in the future, could hamaterial and adverse effect on our busingemdial condition and results of operatic

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

We are a manufacturing business. Purchases gamstitute the largest component of our prodast. Our ability to manufacture depends
on the timely delivery of parts, components andassbmblies from suppliers. We obtain some of tlyeckenponents and subassemblies used
in our products from a single supplier or a limiggdup of suppliers. If any of our suppliers faildeliver quality parts on a timely basis, we
may experience delays in manufacturing, which coesuilt in delayed product deliveries, increasestto expedite deliveries or develop
alternative suppliers, or require redesign of aadpcts to accommodate alternative suppliers. Safroer suppliers are thinly capitalized and
may be vulnerable to failure given recent econaroieditions.

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

The success of our business depends uponttgrity of our intellectual property rights, ané wannot ensure that: (1) any of our pending
or future patent applications will be allowed oattlany of the allowed applications will be issuscatents or will issue with claims of the
scope we sought; (2) any of our patents will noinvalidated, deemed unenforceable, circumventathallenged; (3) the rights granted under
our patents will provide competitive advantageasp(4) other parties will not develop similar puots, duplicate our products or design arc
our patents; or (5) our patent rights, intellectoralperty laws or our agreements will adequatebtgot our intellectual property or competitive
position.

From time to time, we have received claimg tira are infringing third parties’ intellectual merty rights or seeking to invalidate our rights.
We cannot ensure that third parties will not in fiire claim that we have infringed current owufet patents, trademarks or other proprietary
rights relating to our products. Any claims, withvathout merit, could be time-consuming, resultostly litigation, cause product shipment
delays or require us to enter into royalty or lisieg agreements. Such royalty or licensing agre&gnémequired, may not be available on
terms acceptable to us.

We could be involved in litigation.

From time to time we may be involved in litige of various types, including litigation allegjiinfringement of intellectual property rights
and other claims. Litigation is expensive, subjerstso the risk of significant damages and requsigsificant management time and attention
and could have a material and adverse effect obusiness, financial condition and results of opena.

Difficulties in integrating past or future acquisibns could adversely affect our business.
We have completed a number of acquisitiongndusur operating history. For example, in 2007 ,agquired certain assets of DeltaNu, LLC
and certain assets of Creative Display Systems, &h€in 2008 we acquired certain
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assets of OC Oerlikon Balzers Ltd. We have spetitnaaly continue to spend significant resources ifjémg and pursuing future acquisition
opportunities. Acquisitions involve numerous rigksluding: (1) difficulties in integrating the ogaions, technologies and products of the
acquired companies; (2) the diversion of our maneg#’s attention from other business concerns;(@nthe potential loss of key employees
of the acquired companies. Failure to achieve thieipated benefits of the prior and any futureiasiions or to successfully integrate the
operations of the companies we acquire could havatarial and adverse effect on our business, fiahnondition and results of operations.
Any future acquisitions could also result in poiaity dilutive issuance of equity securities, agjtion- or divestiture-related write-offs or the
assumption of debt and contingent liabilities.

We use hazardous materials and are subject to riskaon-compliance with environmental and safetygudations.

We are subject to a variety of governmentgllations relating to the use, storage, dischdrgedling, emission, generation, manufacture,
treatment and disposal of toxic or otherwise haaasdsubstances, chemicals, materials or wastee faivto comply with current or future
regulations, such failure could result in suspemsibour operations, alteration of our manufactgiimocess, or substantial civil penalties or
criminal fines against us or our officers, direstor employees. Additionally, these regulationsl@¢oequire us to acquire expensive
remediation or abatement equipment or to incurtsutisl expenses to comply with them.

Business interruptions could adversely affect oyserations.

Our operations are vulnerable to interruptigrfire, earthquake or other natural disaster, guiimes or other disruptions associated with
infectious diseases, national catastrophe, tetractvities, war, disruptions in our computing as@mmunications infrastructure due to power
loss, telecommunications failure, human error, alor electronic security breaches and compuiteses, and other events beyond our
control. We do not have a detailed disaster regoptam. Despite our implementation of network séguneasures, our tools and servers may
be vulnerable to computer viruses, break-ins amilai disruptions from unauthorized tampering witlr computer systems and tools located
at customer sites. Political instability could caws to incur increased costs in transportatiorkensaich transportation unreliable, increase our
insurance costs or cause international currencketsto fluctuate. This same instability could héve same effects on our suppliers and their
ability to timely deliver their products. In additi, we do not carry sufficient business interrupfiesurance to compensate us for all losses that
may occur, and any losses or damages incurred bguld have a material adverse effect on our bgsiaed results of operations. For
example, we self-insure earthquake risks becaudeelieve this is the prudent financial decisiondahsn the high cost of the limited coverage
available in the earthquake insurance market. Athgaake could significantly disrupt our operatiomest of which are conducted in
California. It could also significantly delay owgsearch and engineering effort on new productst ofashich is also conducted in California.
We take steps to minimize the damage that woulchsed by business interruptions, but there isen@ioty that our efforts will prove
successful.

We are required to evaluate our internal control@vfinancial reporting under Section 404 of the Szanes-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-Oxé¢yf 2002, our management must perform evaluatidfrour internal control over financial
reporting. Beginning in 2004, our Form 10-K haduded a report by management of their assessmeheafdequacy of such internal control.
Additionally, our independent registered publicaaating firm must publicly attest to the effectiess of our internal control over financial
reporting.

We have completed the evaluation of our irgkcontrols over financial reporting as requiredSsction 404 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisute=l in our conclusion that as of December 30920ur internal controls over financial
reporting were effective, we cannot predict theconte of our testing in future periods. Ongoing cbamze with this requirement is complex,
costly and time-consuming. If: Intevac fails to mtain effective internal control over financial ogping; 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 fidial reporting, then we could be subject
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to: restatement of previously reported financialtes, regulatory sanctions and a decline in tHaigis perception of Intevac, which could h:
a material and adverse effect on our businessydiahcondition and results of operations.

Item 2. Unregistered Sales of Equity Securities and UseéPobceeds
None.

Item 3. Defaults upon Senior Securitie

None.
Iltem 4. (Removed and Reserve

Iltem 5. Other Information

None.

Iltem 6. Exhibits

The following exhibits are filed herewith:

Exhibit

Number Description

23.2 Consent of Independent Valuation Fi

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

31.2 Certification of Executive Vice President, Finameel Administration, Chief Financial Officer, Treasuand Secretary Pursuan
Section 302 of the Sarbal-Oxley Act of 2002

32.1 Certifications Pursuant to U.S.C. 1350 Adopted Bams to Section 906 of the Sarbe-Oxley Act of 2002

37




Table of Contents

SIGNATURES

Pursuant to the requirements of the Secuilitiehange Act of 1934, the registrant has duly edubis report to be signed on its behalf by
the undersigned thereunto duly authorized.

INTEVAC, INC.

Date: November 2, 201 By: /s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer;

Date: November 2, 2010 By: /s/ JEFFREY ANDRESON
Jeffrey Andreson
Executive Vice President, Finance and
Administration, Chief Financial Officer, Treasu
and Secretary
(Principal Financial and Accounting Office
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Exhibit 23.2

CONSENT OF INDEPENDENT VALUATION FIRM

We consent to the inclusion in the Quarterly ReparForm 10-Q of Intevac, Inc. and subsidiariestfi@r quarterly period ended October 2,

2010 of references to our Valuation Report relatothe estimation of fair value of certain auctrate securities held by the Company as of
October 2, 2010 and to references to our firm's eéimerein.

/s/ Houlihan Capital Advisors, LLC

Chicago, lllinois
November 2, 201



Exhibit 31.]

I, Kevin Fairbairn, certify that:

1.
2.

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

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to i
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respe

the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this repao

. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

(b) Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attte preparation of financial statements
for external purposes in accordance with geneealepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttailsi report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesignt's internal control over financial reportitigat occurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annuyabm® that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internairobover financia

reporting, to the registrant’s auditors and theitae@mmittee 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 cootrer financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

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

Date: November 2, 2010

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




Exhibit 31.2

I, Jeffrey Andreson, certify that:

1.
2.

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

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or ométéde a material fact necessary to i
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all material respe

the financial condition, results of operations aadh flows of the registrant as of, and for, theopks presented in this repo

. The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (i

defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirg @efined in Exchange Act Rules 13a-
15(f) and 15-15(f)) for the registrant and hay

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedortee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attte preparation of financial statements
for external purposes in accordance with geneealepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttailsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrant’s most
recent fiscal quarter (the registramtourth fiscal quarter in the case of an annuyadbm® that has materially affected, or is reasondikely
to materially affect, the registrant’s internal trmhover financial reporting; and

5. The registrant’s other certifying officer(s) ahldave disclosed, based on our most recent evatuafiinternal control over financial

reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfws persons performing the equivalent
functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

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

Date: November 2, 2010

/s/ JEFFREY ANDRESON

Jeffrey Andreson

Executive Vice President, Finance and
Administration, Chief Financial Officer, Treasurer
and Secretary




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 183JC. Section 1350, as adopted pursuant to SedliéroBthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 18eQthe quarterly period ended October 2, 2010¢/faimplies with the requirements of

Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

Date: November 2, 2010

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

I, Jeffrey Andreson, certify, pursuant to 18IE. Section 1350, as adopted pursuant to Se@fiérof the Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 18eQthe quarterly period ended October 2, 201¢/faimplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suolnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

Date: November 2, 2010

/s! JEFFREY ANDRESON
Jeffrey Andreson
Executive Vice President, Finance ¢

Administration, Chief Financial Officer, Treasurer
and Secretary

A signed original of this written statemenqué&ed by Section 906 has been provided to Intelvec,and will be retained by Intevac, Inc.
furnished to the Securities and Exchange Commissiats staff upon request.



