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PART I. FINANCIAL INFORMATION

Item 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, nétavf@nces of $0 at September 29, 2012 and of $4
December 31, 201
Inventories
Prepaid expenses and other current a:
Deferred income tax ass¢
Total current asse
Property, plant and equipment, |
Long-term investment
Goodwill
Other intangible assets, net of amortization o7$2,at September 29, 2012 and $2,344 at
December 31, 201
Deferred income taxes and other I-term asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY

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

Total liabilities and stockholde’ equity

September 29
2012

December 31
2011

(Unaudited)
(In thousands, except par value

$ 1685 $ 23,56
51,56¢ 58,58t
16,52¢ 18,56
24,47 18,07
7,15 7,11
2,547 2,20z
119,12 128,00:
13,23 14,44¢
30,35¢ 32,67
18,38¢ 18,38¢
6,03 6,441
27,91t 25,77:

$ 21505  $ 22582

$ 6166 $ 4,85
4,644 4,20¢
7,751 9,881
2,81¢ 5,04(
21,38 23,98¢
9,41¢ 9,92:

23 23
151,11 146,30°
617 414

32,50 45,16¢
184,25t 191,91
$ 21505  $ 22582

Note: Amounts as of December 31, 2011 are derik@d the December 31, 2011 audited consolidatedilah statements

See accompanying notes to the condensed consadlifiaéacial statements.
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INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues
Systems and componel
Technology developmel
Total net revenue
Cost of net revenue
Systems and componel
Technology developmel
Total cost of net revenut

Gross profit
Operating expense
Research and developmt
Selling, general and administrati
Bad debt expens
Total operating expens
Gain on sale of mainframe technolc
Loss from operation
Interest income and other, r
Loss before income tax
Benefit from income taxe
Net loss

Net loss per shar
Basic and dilute:

Weighted average common shares outstani

Basic and dilutes

Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1,
2012 2011 2012 2011
(Unaudited)

(In thousands, except per share amount:

$ 11,66: $17,78¢ $ 55,06 $ 59,01

5,16¢ 1,53: 10,87+ 5,317
16,83« 19,32: 65,94 64,32¢
7,47¢ 10,69: 31,56 36,74
3,62¢ 1,11( 7,56¢ 3,547
11,10: 11,80: 39,13( 40,29
5,73z 7,51¢ 26,81 24,03
7,33¢ 8,61z 24,81 25,91
6,38¢ 6,94¢ 19,83 20,33
3,017 34 3,017 36
16,74: 15,59: 47 ,66( 46,28
— — 2,207 —
(11,010 (8,079) (18,647  (22,25)
(8) 14C 411 43¢
(11,019 (7,939 (18,23)  (21,81)
(3,019 (1,817 (5,570) (6,047

$  (8,00) $(6,116 $ (12,66  $(15,766

$ (039 $ (02) $ (059 $ (0.69

23,391 22,95! 23,29: 22,84

See accompanying notes to the condensed consadlifiaéacial statements.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three Months Ended Nine Months Ended
September 2¢ October 1, September 2¢ October 1,
2012 2011 2012 2011
(Unaudited)
(In thousands, except per share amount:
Net loss $ (8,009 $ (6,11¢6) $ (12,66) $(15,76¢)
Other comprehensive income (loss), before
Change in unrealized net loss on avail-for-sale investment 73 (46) 30t 267
Foreign currency translation gains (loss 19 (13) 5 3
Other comprehensive income (loss), before 92 (59) 31C 27C
Income tax (expense) benefit related to itemslieiotomprehensive
income (loss (26) 16 (107) (99
Other comprehensive income (loss), net of 66 (43) 203 17¢€
Comprehensive los $  (7,94) $ (6,159 $ (12,459 $(15,59()

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

Operating activities
Net loss
Adjustments to reconcile net loss to net cash aisth equivalents used in operating activit
Depreciation and amortizatic
Net amortization of investment premiums and dist®
Net loss on sale of investmel
Bad debt expens
Equity-based compensatic
Change in the fair value of acquisit-related contingent considerati
Deferred income taxe
Gain on sale of mainframe technolc
Loss (gain) on disposal of equipm
Changes in operating assets and liabili
Total adjustment
Net cash and cash equivalents used in operatingtisst
Investing activities
Purchases of investmer
Proceeds from sales and maturities of investrr
Proceeds from sale of equipmi
Proceeds from sale of mainframe technol
Purchases of leasehold improvements and equip
Net cash and cash equivalents provided by (usadve}ting activities
Financing activities
Payment of acquisitic-related contingent considerati
Net proceeds from issuance of common s
Net cash and cash equivalents provided by (useihamcing activities
Effect of exchange rate changes on ¢
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

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

September 2¢
October 1,
2012 2011
(Unaudited)
(In thousands)
$ (12,66) $(15,76¢)
3,391 4,10¢
1,07¢ 982
21C 28¢
3,017 36
2,941 3,061
44% 917
(5,41¢) (6,619
(2,207) -
16¢€ (109)
(5,430) 3,044
(1,809) 5,70¢
(14,470 (10,06
(32,98) (99,599
41,34¢ 32,33¢
— 241
3,00( —
(2,119 (4,742)
9,24t (71,769
(3,345) (2,389
1,86¢ 2,62¢
(1,480 23¢
4 3
(6,707 (81,58))
23,56( 109,52(
$ 16,85¢ $ 27,93¢
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Basis of Presentation

In the opinion of management, the unaudited inteximdensed consolidated financial statements ef/&dt, Inc. and its subsidiaries
(Intevac or the Company) included herein have epared on a basis consistent with the Decemhe2(31l audited consolidated financial
statements and include all material adjustmentssisting of normal recurring adjustments, necestafgirly present the information set fo
therein. These unaudited interim condensed coraelitfinancial statements should be read in cotipmavith the audited consolidated
financial statements and notes thereto includddtavac’s Annual Report on Form 10-K for the fisgahr ended December 31, 2011 (2011
Form 10-K). Intevac’s results of operations for theee and nine months ended September 29, 20Iarecessarily indicative of future
operating results.

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States of America
requires management to make judgments, estimatkasmumptions that affect the amounts reportelddribancial statements and
accompanying notes. Actual results could differemiatly from those estimates.

2. Recent Accounting Pronouncement

In July 2012, the Financial Accounting Standardailcamended its existing guidance for goodwill atiter intangible assets. This
authoritative guidance gives companies the optidirgt perform a qualitative assessment to deteemathether it is more likely than not that
an indefinite-lived intangible asset is impaired.@erform a qualitative assessment, a company isheistify and evaluate changes in
economic, industry and company-specific eventsamdimstances that could affect the significantispused to determine the fair value of
an indefinite-lived intangible asset. If a compa®germines that it is more likely than not that filie value of such an asset exceeds its
carrying amount, it would not need to calculatefdievalue of the asset in that year. This authtixie guidance becomes effective for Inte
in the first quarter of fiscal 2013, with early gdion permitted. The implementation of this auttadive guidance is not expected to have a
material impact on Intevac’s financial positionresults of operations.

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

September 2¢ December 31
2012 2011
(In thousands)
Raw materials $ 14,85 $ 12,66
Work-in-progres: 4,15¢ 3,02(
Finished good 5,47( 2,38¢
$ 24,47¢ $ 18,07(

Finished goods inventory consists primarily of céetgd systems at customer sites that are undergstaylation and acceptance
testing and evaluation inventory.
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INTEVAC, INC.

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

4. Equity-Based Compensation

At September 29, 2012, Intevac had eqbiged awards outstanding under the 2012 EquityntiveePlan and the 2004 Equity Incent
Plan (the “Plans”) and the 2003 Employee Stock Rase Plan (the “ESPP”). Intevac’s stockholders @t all of these plans. The Plans
permit the grant of incentive or non-statutory ktoptions, restricted stock, stock appreciatiomtsgrestricted stock units (“RSUs” also
referred to as performance units) and performahaees.

The ESPP provides that eligible employees may @msehntevac’'s common stock through payroll dedustit a price equal to 85% of
the lower of the fair market value at the beginrafighe applicable offering period or at the enctath applicable purchase interval. Offering
periods are generally two years in length, and isbo$ a series of six-month purchase intervalgjiBlle employees may join the ESPP at the
beginning of any six-month purchase interval. Unitlerterms of the ESPP, employees can choose toumto 15% of their base earnings
withheld to purchase Intevac common stock.

Compensation Expense

The effect of recording equity-based compensatboritfe three and nine months ended September 22,8t October 1, 2011 was as
follows:

Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1
2012 2011 2012 2011

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

Stock options $ 528 $ T2¢ $ 1,84 $ 2,221
RSUs 88 — 111 —
Employee stock purchase pl 332 28€ 987 84C
Total equit-based compensatic 943 1,01t 2,941 3,061
Tax effect on equi-based compensati (20%) (267) (706 (829
Net effect on net los $ 73€ $ 754 $ 2,23t $ 2,23¢

Equity-based compensation expense is based on swtirdately expected to vest and such amount bas beduced for estimated
forfeitures. Forfeitures were estimated based tevht's historical experience, which Intevac badieto be indicative of Intevac’s future
experience.

Stock Options and ESP

The fair value of stock options and ESPP awaréstisnated at the grant date using the Black-Sclagéen valuation model. The
determination of fair value of stock options andPPSawards on the date of grant using an optionAgrimodel is affected by Intevac’s stock
price as well as assumptions regarding a numbleigbty complex and subjective variables. Thesealdes include, but are not limited to,
expected stock price volatility over the term of tiwards, and actual employee stock option exebpekavior.
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INTEVAC, INC.

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

Option activity as of September 29, 2012 and chauigeing the nine months ended September 29, 2@1€ as follows:

Weighted Average

Shares Exercise Price
Options outstanding at December 31, 2011 3,391,92! $ 12.0:
Options grante 384,50! $ 7.67
Options forfeitec (359,109 $ 13.5¢
Options exercise (41,417 $ 3.3¢
Options outstanding at September 29, 2 3,375,90! $ 11.45
Vested and expected to vest at September 29, 3,221,39! $ 11.5%
Options exercisable at September 29, 2 2,343,741 $ 12.3¢

Intevac issued 301,000 shares under the ESPP dbengne months ended September 29, 2012.

Intevac estimated the weighted-average fair vafigtazk options and employee stock purchase rigitsy the following weighted-
average assumptions:

Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1.
2012 2011 2012 2011
Stock Options
Weighec-average fair value of grants per sh $ 2.87 $ 3.9¢ $ 3.9C $ 6.1C
Expected volatility 63.1% 64.871% 63.8(% 64.7(%
Risk free interest rat 0.41% 0.84% 0.74% 1.7%%
Expected term of options (in yea 3.94 4.5(C 4.63 4.7¢€
Dividend yield None None None None
Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1,
2012 2011 2012 2011
Stock Purchase Right
Weighe(-average fair value of grants per sh $ 2.31 $ 3.6C $ 3.01 $ 4.84
Expected volatility 63.23% 48.81% 62.3% 51.6%
Risk free interest rat 0.21% 0.1%% 0.28% 0.44%
Expected term of purchase rights (in yei 1.8¢ 1.8¢ 1.6¢ 1.3¢€
Dividend yield None None None None

The computation of the expected volatility assunmgiused in the Black-Scholes calculations for geamts and purchase rights is
based on the historical volatility of Intevac’s dtqrice, measured over a period equal to the egdderm of the grant or purchase right. The
risk-free interest rate is based on the yield availahl&).S. Treasury Strips with an equivalent remararm. The expected term of emplo
stock options represents the weighted-averageg#rat the stock options are expected to remaistautling and was determined based on
historical experience of similar awards, giving sidleration to the contractual terms of the equigddl awards and vesting schedules. The
expected term of purchase rights represents thedpef time remaining in the current offering petio

9
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INTEVAC, INC.

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

The dividend yield assumption is based on Intevais®ry of not paying dividends and the assumptibnot paying dividends in the
future.

RSUs

During the nine months ended September 29, 201&ydn granted 101,000 RSUs with a weighted-avesatimated fair value of $7.56
per share. RSUs are converted into shares of Intem@mon stock upon vesting on a one-for-one bRS&ls typically are scheduled to vest
over four years. Vesting of RSUs is subject togrentee’s continued service with Intevac. The camp#@on expense related to these awards
is determined using the fair market value of Intesammon stock on the date of the grant, and thgeasation expense is recognized over
the vesting period.

5. Allowance for Doubtful Accounts

The following table represents a reconciliationttaf allowance for doubtful accounts for the thred nine month periods ended
September 29, 2012 and October 1, 2011

Three Months Ended Nine Months Ended
September 2¢ October 1. September 2¢ October 1
2012 2011 2012 2011
(In thousands)
Opening balanc $ — $ 55 $ 41 $ 5%
Bad debt expens 3,017 34 3,017 36
Write-offs (3,019 (48) (3,05¢) (50)
Closing balanc $ — $ 4 $ — $ 4

Intevac held a promissory note from a customer viias secured by the equipment sold to this custameeprior year under a prodt
and sales agreement. The note was to be repaidrithiy installment payments ending in March 201Be Tevenue associated with this sale
had been accounted for under the installment methadcounting whereby revenue was recognized torilye extent cash had been recei
During the quarter ended September 29, 2012, th®eer became delinquent in its monthly installngayments and the note was put on
non-accrual status. On September 27, 2012, theroestliquidated its operating assets in an aucfitie. equipment which collateralized the
promissory note was sold in the liquidation auctiowl Intevac received the proceeds. On Septemb@028, the customer announced that it
was discontinuing its operations effective Octa®e?012 and Intevac concluded that none of theyiceyvalue of the promissory note
receivable was collectible and recorded a bad dedntge.

Intevac evaluates the collectibility of trade aatisureceivables and notes receivable on an ondpziaig and provides reserves against
potential losses when appropriate. Management aeslyistorical bad debts, customer concentratmrstpmer creditworthiness, changes in
customer payment tendencies and current econoemidsrwhen evaluating the adequacy of the allowtoragoubtful accounts. Customer
accounts are written off against the allowance wtheramount is deemed uncollectible.

The following table summarizes the components efithd debt expense for the thraad nine month periods ended September 29,
(in thousands):

Promissory not $ 4,08t
Deferred profit on installment sa (1,029
Cash recovery from liquidation s¢ (40
Bad debt expens $ 3,017

10
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

(Unaudited)

6. Goodwill and Purchased Intangible Assets

Goodwill and indefinite-life intangible assets #ested for impairment on an annual basis or maguiently upon the occurrence of
circumstances that indicate that goodwill and iimd-life intangible assets may be impaired. la thurth quarter of fiscal 2011, Intevac
performed its annual impairment analysis and tBalte of the analysis indicated that Intevac’s gaitichnd purchased intangible assets with

an indefinite useful life were not impaired.

Details of goodwill and indefinite-lived intangibéssets by segment as of September 29, 2012, &okoass.

September 29, 201

Other
Intangible
Goodwill Assets Total
(In thousands)
Equipment $10,48: $ 4,000 $14,48¢
Intevac Photonic 7,90¢ 12C 8,02¢
$18,38¢ $ 4,12( $22,50¢

Other intangible assets consist primarily of ingass technology, which will be subject to amort@aupon commercialization. If an

process technology is abandoned, the acquired eéminwill be written-off.

Details of finite-lived intangible assets by segtr&sof September 29, 2012, are as follows.

September 29, 201

Gross Net
Carrying Carrying
Accumulated
Amount Amortization Amount
(In thousands)
Equipment $ 3,17( $ (1,929 $1,24%
Intevac Photonic 1,49¢ (828 667
$4665 $ (2,75) $1,91¢

Total amortization expense of finite-lived intanigbfor the three and nine months ended Septen®h@022 was $136,000 and

$407,000 respectively.
As of September 29, 2012, future amortization expaa expected to be as follows.

(In thousands)

2012
2013
2014
2015
2016
Thereaftel

11
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INTEVAC, INC.

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

7. Acquisition-Related Contingent Consideration

In connection with the acquisition of Solar Impldmtchnologies, Inc. (“SIT”) on November 19, 201fitelvac agreed to pay up to an
aggregate of $7.0 million in cash to the sellingreholders if certain milestones are achieved av&recified period. Intevac has made
payments to the selling shareholders for achievéwighe first, second and third milestones. Integatimated the fair value of the remaining
contingent consideration on September 29, 2013usitiscounted cash flow model based on the prbtyathiat the fourth and final
remaining milestone would be met and the paymentidvbe made on the targeted date outlined in theisition agreement.

In connection with the acquisition of SIT, Intevaso agreed to pay to the selling shareholderash a revenue earnout on Intesaé!
revenue from commercial sales of certain produets a specified period up to an aggregate of $9lliom Intevac estimated the fair value
of this contingent consideration on September B222ased on probability-based forecasted revemrtfiesting Intevac’'s own assumptions
concerning future revenue from such products. Agkdn the estimated probabilities of revenue aehieent could have a material effect on
the statement of operations and balance shedis iperiod of change.

The fair value measurement of contingent consid®eras based on significant inputs not observailéne market and thus represents a
Level 3 measurement. The following table represt@sjuantitative range of the significant unobable inputs used in the calculation of -
value of the continent consideration liability dsSeptember 29, 2012. Significant increases oredesgs in any of these inputs even in
isolation would result in a significantly lower @fier) fair value measurement.

Quantitative Information about Level 3 Fair Value Measurements at September 29, 20:

Fair Value Valuation Technique Unobservable Input Range (Weighted Average
(In thousands, except for percentages
Milestone Payabl $ 69: Discounted cash flow Discount rate 4.7%
Probability of achieving
remaining mileston 97.5%
Revenue Earnol $ 5,12( Discounted cash flow Weighted average cost of cap 14.2%

Probability weighting of
achieving revenue foreca: 2.0%- 43.0% (29.5%

Any change in fair value of the contingent consadien subsequent to the acquisition date is re@eghin operating income within the
statement of operations. The following table repnés a reconciliation of the change in the faiueaineasurement of the contingent
consideration liability for the three- and nine rioperiods ended September 29, 2012 and Octol2811;

Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1
2012 2011 2012 2011
(In thousands)
Opening balanc $  6,96¢ $10,43( $ 8,71t $ 9,851
Changes in fair valu (200 344 442 917
Cash payments mau (95€) (2,389 (3,34 (2,389
Closing balanc: $ 5,81 $ 8,38t $ 5,81 $ 8,38t
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

The following table displays the balance sheetsifizgition of the contingent consideration lialyilaccount at September 29, 2012 and
at December 31, 2011:

September 2¢ December 31
2012 2011
(In thousands)
Other accrued liabilitie $ 731 $ 3,947
Other lon¢-term liabilities 5,082 4,77:
Total acquisitio-related contingent considerati $ 5,81 $ 871t

8. Sale of Mainframe Technology

On January 6, 2012, the Company sold certain agggisling intellectual property and residual assehich comprised its
semiconductor mainframe technology to Brooks Autiimmalnc. (“Brooks”).

The following table summarizes the components efgain (in thousands):

Cash proceec $ 3,00(
Assets sold
Inventories 58¢
Property, plant and equipme 17¢
Transaction and other co¢ 26
Gain on salt $2,207
9. Warranty

Intevac provides for the estimated cost of warravttgn revenue is recognized. Intevac’s warranpeiscontract terms, and for systems
sold directly the warranty typically ranges betwé@rand 24 months from customer acceptance. Fteragssold through a distributor,
Intevac offers a 3 month warranty. The remaindeargf warranty period is the responsibility of thstgbutor. During this warranty period
any defective norwonsumable parts are replaced and installed abame to the customer. The warranty period on coasle parts is limite
to their reasonable usable lives. Intevac usemastd repair or replacement costs along with g®hical warranty experience to determine
warranty obligation. Intevac generally providesvalze month warranty on its Intevac Photonics potsluThe provision for the estimated
future costs of warranty is based upon historioat and product performance experience. Intevawmses judgment in determining the
underlying estimates.

The following table displays the activity in the manty provision account for the three and nine theended September 29, 2012 and
October 1, 2011:

Three Months Ended Nine Months Ended
September 2¢ October 1 September 2¢ October 1
2012 2011 2012 2011
(In thousands)
Opening balanc $ 2,85¢ $ 3,121 $ 2,72« $ 3,41¢
Expenditures incurred under warrani (197) (339 (1,389 (1,682
Accruals for product warranties issued during #gorting perioc 21¢ 247 1,09: 1,24¢
Adjustments to previously existing warranty accst (330 (25) 12C 37
Closing balanci $  2,54¢ $ 3,01¢ $  2,54¢ $ 3,01¢

13
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

The following table displays the balance sheetsifizsition of the warranty provision account at ®epber 29, 2012 and at
December 31, 2011:

September 2¢ December 31
2012 2011
(In thousands)
Other accrued liabilitie $  2,45¢ $ 2,58¢
Other lon¢-term liabilities 90 13€
Total warranty provisiol $  2,54¢ $  2,72¢

10. Guarantees
Officer and Director Indemnifications

As permitted or required under Delaware law antthéomaximum extent allowable under that law, Intelvas certain obligations to
indemnify its current and former officers and diogs 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 dineotofficer acted in good faith and in a
manner the person reasonably believed to be imoopposed to the best interests of the corporatimh with respect to any criminal actior
proceeding, had no reasonable cause to believa hisr conduct was unlawful. The maximum potergtrabunt of future payments Intevac
could be required to make under these indemnitioatbligations is unlimited; however, Intevac hatiractor and officer insurance policy
that mitigates Intevac’s exposure and enables &atéw recover a portion of any future amounts paga result of Intevac’s insurance policy
coverage, Intevac believes the estimated fair vafubese indemnification obligations is not madkri

Other Indemnifications

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

14
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

11. Cash, Cash Equivalents and Investments

(Unaudited)

Cash and cash equivalents, short-term investmenttoag-term investments consist of:

Cash and cash equivaler
Cash
Money market fund

Total cash and cash equivale

Shor-term investments
Corporate bonds and medi-term notes
FDIC insured corporate bon
Municipal bonds
U.S. treasury and agency securii
Variable rate demand note‘VRDNSs")

Total shor-term investment

Long-term investments
Corporate bonds and medi-term notes
Municipal bonds
U.S. treasury and agency securii
Auction rate security* ARS")

Total lon¢-term investment

Total cash, cash equivalents, and investm

15

September 29, 201.

Unrealized Unrealized
Amortized Holding Holding Fair
Cost Gains Losses Value
(In thousands)

$ 7,56: $ — $ — $ 7,56:
9,29¢ — — 9,29¢
$16,85¢ $ — $ — $16,85¢
$30,95¢ $ 45 $ 1 $30,99¢
3,612 4 — 3,61¢
3,30¢ — — 3,30¢
13,28: 21 — 13,30z
34t — — 34E
$51,49° $ 70 $ 1 $51,56¢
$ 8,43¢ $ 32 $ 1 $ 8,47(
1,00(¢ 3 — 1,00z
19,19: 30 — 19,22
1,90( — 23¢ 1,661
$30,53: $ 65 $ 24C $30,35¢
$98,88" $ 13t $ 241 $98,78:
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Cash and cash equivaler

Cash
Money market fund
Commercial pape

Total cash and cash equivale

Shor-term investments
Commercial pape

Corporate bonds and medi-term notes
FDIC insured corporate bon

Municipal bonds

U.S. treasury and agency securii

VRDNs

Total shor-term investment

Long-term investments

Corporate bonds and medi-term notes
U.S. treasury and agency securi

ARS

Total lon¢-term investment
Total cash, cash equivalents, and investm

The contractual maturities of available-for-salews#ies at September 29, 2012 are presented ifollosving table.

Due in one year or le:

Due after one through two yes

Due after ten yeal

(Unaudited)

16

December 31, 201

Unrealizec Unrealized
Amortized Holding Holding
Cost Gains Losses Fair Value
(In thousands)
$ 14,26¢ $ — $ — $ 14,26¢
4,84 — — 4,84t
4,447 — — 4,447
$ 23,56( $ — $ — $ 23,56(
$ 1,05( $ — $  — $ 1,05(
26,66 28 78 26,61°¢
9,59¢ 23 — 9,61¢
4,89¢ 10 — 4,90¢
13,98 56 — 14,04:
2,35( — — 2,35(
$ 58,54¢ $ 117 $ 78 $ 58,58t
$ 14,76 16 77 $ 14,70(
13,46¢ 22 1 13,48
4,90( — 41C 4,49(
$ 33,127 $ 38 $ 48¢ $ 32,67
$115,23: $ 15t $ 56€ $114,82;

Amortized

Cost Fair Value
(In thousands)

$60,44¢  $60,517
28,63 28,69
2,24¢ 2,00¢
$91,32¢  $91,21¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

The following table provides the fair market vabfdntevac'’s investments with unrealized losse$ #na not deemed to be other-than
temporarily impaired as of September 29, 2012.

September 29, 201,

In Loss Position for In Loss Position for
Less than 12 Months Greater than 12 Months
Gross Gross
Unrealized Unrealized
Fair Fair
Value Losses Value Losses
(In thousands)
Corporate bonds and medi-term notes $5,797 $ 2 $ — $ —
ARS — — 1,661 23¢

$5,791 $ 2 $ 1,661 $  23¢

The following table represents the fair value hielg of Intevac’s available-fosale securities measured at fair value on a requbasi:
as of September 29, 2012.

Fair Value Measurements at September 29, 20:
Total Level 1 Level 2 Level 3
(In thousands)

Recurring fair value measuremer
Available-for-sale securitie

Money market fund $929% $92% $ — $ —
U.S. treasury and agency securi 32,52« 12,70¢ 19,81¢ —
FDIC insured corporate bon 3,61¢ — 3,61¢ —
Corporate bonds and medi-term notes 39,46¢ — 39,46¢ —
Municipal bonds 4,30¢ — 4,30¢ —
VRDNs 34t — 34t —
ARS 1,661 — — 1,661
Total recurring fair value measureme $91,21¢  $22,00:0 $67,55! $1,661

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

As of September 29, 2012, the Company’s Level 8rfaial instrument consisted of an ARS that failedution. There was insufficient
observable market information to determine faiueafor this financial instrument. The Company eatidl the fair value for this security by
incorporating assumptions that it believed marlatipipants would use in their estimates of faiuea Some of these assumptions included
credit quality, collateralization, final stated maty, estimates of the probability of being call@dbecoming liquid prior to final
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

maturity, redemptions of similar ARS, previous nedréctivity for the same investment security, infghe to extended periods of maximum
auction rates and valuation models. The Compangexpiently sold this ARS in October 2012 for $1.Wiom and recognized a realized loss
of $152,000.

The following table represents the quantitativegeanf the significant unobservable inputs usedhédalculation of fair value of the
ARS as of September 29, 2012.

Quantitative Information about Level 3 Fair Value Measurements at September 29, 20:

Fair Value Valuation Technique Unobservable Input Range (Weighted Average
(In thousands, except for percentage:

ARS $ 1,661 Discounted cash floy Probability of defaul 12.87%- 15.01% (13.94%
Probability of earning
maximum rate to maturit 0.10%- 0.16% (0.13%
Probability of principal
returned prior to maturit 84.83%- 87.03% (85.93%
Liquidity risk premium 4.00%- 5.00% (4.50%
Recovery rate in defat 40.00%- 60.00% (50.00%

The following table presents the changes in LeviesBuments consisting of ARS classified as ab#éldor-sale securities which are
measured on a recurring basis for the three arelmonths ended September 29, 2012 and Octobed 1, 20

Three Months Ended Nine Months Ended
September 2¢ October 1. September 2¢ October 1
2012 2011 2012 2011
(In thousands)
Opening balanc $ 1,661 $ 7,123 $ 4,49 $10,27:
Total gains (losses) for the peri
Included in earning — (139 (229 (289)
Included in other comprehensive inco — 11¢& 171 26¢
Proceeds from tender offe — (1,867) (2,779 (4,717)
Redemptions at p: — (200) — (500
Closing balanc: $ 1,661 $ 5,047 $ 1,661 $ 5,047

12. Derivative Instruments

The Company uses foreign currency forward contracisitigate variability in gains and losses getestdrom the re-measurement of
certain monetary assets and liabilities denominattédreign currencies. These hedges do not quedifgpecial hedge accounting treatment.
These derivatives are carried at fair value witangfes recorded in interest income and other, néeicondensed consolidated statements of
operations. Changes in the fair value of thesevdtivies are largely offset by re-measurement otihderlying assets and liabilities. Cash
flows from such derivatives are classified as ofpegeactivities. The derivatives have maturitiesapproximately one month. The notional
amount of Company'’s foreign currency derivativesW#36,000 at September 29, 2012. There were staodling foreign currency
derivatives at December 31, 2011.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
13. Accumulated Other Comprehensive Income
The components of accumulated other comprehensogarie at September 29, 2012 and December 31, 28las follows:

C
September 2¢ December 31

2012 2011
(In thousands)
Accumulated net unrealized holding loss on avag-for-sale investments, net of t $ (69 $ (267)
Foreign currency translation gai 68€ 681
Total accumulated other comprehensive inci $ 617 $ 414
14. Net Loss Per Share
The following table sets forth the computation abic and diluted loss per share:
Three Months Ended Nine Months Ended
September 2¢ October 1, September 2¢ October 1,
2012 2011 2012 2011
(In thousands, except per share amount:
Net loss $ (8,009 $ (6,116 $ (12,66 $(15,76¢)
Weightec-average share— basic 23,397 22,95 23,29: 22,84
Effect of dilutive potential common shar — — —
Weightec-average share— diluted 23,39’ 22,95 23,29 22,84
Net loss per shar— basic and dilute: $ (0.39) $ (0.29) $ (0.54) $ (0.69
Antidilutive shares based on employee awards exd 3,17¢ 3,02¢ 2,99¢ 1,58¢

Potentially dilutive common shares consist of shésuable upon exercise of employee stock optodsvesting of RSUs and are
excluded from the calculation of diluted EPS whesirteffect would be anti-dilutive.

15. Segment Reporting

Intevac’s two reportable segments are: Equipmedtiatevac Photonics. Intevac’s chief operating sieci-maker has been identified as
the President and CEO, who reviews operating resulinake decisions about allocating resourcesaselssing performance for the entire
Company. Segment information is presented based igpevac’s management organization structure &epfember 29, 2012 and the
distinctive nature of each segment. Future chat@#ss internal financial structure may resulthmnges to the reportable segments
disclosed.

Each reportable segment is separately managedaanskbparate financial results that are reviewedteyac’s chief operating decision-
maker. Each reportable segment contains closayeetiproducts that are unique to the particulamssg. Segment operating profit is
determined based upon internal performance measseekby the chief operating decision-maker.

Intevac derives the segment results from its irlenmanagement reporting system. The accountingipslintevac uses to derive
reportable segment results are substantially theeses those used for external reporting purposaesajement measures the performance of
each reportable segment based upon several métgtsjing orders, net revenues and operating ircdvianagement uses these results to
evaluate the performance of, and to assign resstioceach of the reportable segments. Intevac gesneertain operating expenses separ
at the
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

corporate level. Intevac allocates certain of thesporate expenses to the segments in an amoualt teq3% of net revenues. Segment
operating income excludes interest income/expendether financial charges and income taxes aaogitdi how a particular reportable
segment’s management is measured. Management dbesnsider impairment charges, gains and lossekvestitures and sales of
intellectual property, and unallocated costs in sneiag the performance of the reportable segments.

The Equipment segment designs, develops and mdatgaequipment and solutions for the hard diskedindustry and offers high-
productivity technology solutions to the photovaté'PV”) industry. Historically, the majority ofritevacs revenue has been derived from
Equipment segment and Intevac expects that therityagd its revenues for the next several years @dhtinue to be derived from the
Equipment segment.

The Intevac Photonics segment develops and manuésdeading-edge, high-sensitivity imaging prodwuoid vision systems as well as
materials identification instruments utilizing Ramigchnology. Intevac provides sensors, camerasystdms for government applications
such as night vision and long-range target iderdifon and for commercial applications in the irdjma, scientific and medical industries.

Information for each reportable segment for theghaind nine months ended September 29, 2012 anteddt, 2011 is as follows:

Net Revenues

Three Months Ended Nine Months Ended

September 2¢ October 1 September 2¢ October 1.

2012 2011 2012 2011

(In thousands)
Equipment $ 7,401 $12,38: $ 43,17¢ $42,37¢
Intevac Photonic 9,43: 6,931 22,76 21,95(
Total segment net revenu $ 16,83« $19,32! $ 6594  $64,32
Operating Income (Loss)
Three Months Ended Nine Months Ended

September 2¢ October 1, September 2¢ October 1,

2012 2011 2012 2011

(In thousands)

Equipment $ (10,299 $ (5,35¢) $ (15,49) $(14,427)
Intevac Photonic 717 (94¢) (939 (3,029
Total segment operating income (lo (9,587) (6,30€6) (16,437) (17,446
Unallocated cost (1,429 (1,767 (4,417 (4,805
Gain on sale of mainframe technolc — — 2,20i —
Loss from operation (11,010 (8,079 (18,647 (22,257
Interest income and other, r (8) 14C 411 43¢
Loss before income tax $ (11,019 $ (7,937 $ (18,23) $(21,81)
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Total assets for each reportable segment as oéf®éetr 29, 2012 and December 31, 2011 are as follows

Assets
September 2¢ December 31
2012 2011
(In thousands)

Equipment $ 46,22t $ 48,13
Intevac Photonic 32,09: 29,947
Total segment asse 78,31, 78,08(
Cash, cash equivalents and investm 98,78: 114,82.
Deferred income taxe 29,68¢ 23,91¢
Other current asse 6,42¢ 6,84¢
Common property, plant and equipm 1,131 1,36¢
Other asset 71z 78€
Consolidated total asse $ 215,05 $ 225,82:

16. Income Taxes

Intevac recorded income tax benefits of $3.0 millzmd $5.6 million for the three and nine monthdeshSeptember 29, 2012,
respectively. Intevac recorded income tax benefitsl.8 million and $6.0 million for the three anithe months ended October 1, 2011,
respectively. The income tax provision for eacte¢hand nine month period is based upon estimai@snofal income (loss), annual permal
differences and statutory tax rates in the varjatisdictions in which Intevac operates, except tatain discrete items are treated separ:

The income tax benefit for the nine months endgue®eber 29, 2012 includes the following discretmme tax items: (i) $1.1 million
tax benefit related to a bad debt write-off, (i)d8,000 tax benefit from the release of a valuagibmwance and (iii) $188,000 in tax refunds
received from Singapore and California, which weffeet in part by (iv) $554,000 discrete income ¢harge related to the gain on the sale of
the mainframe technology.

The effective tax rates for all periods present#fémdfrom the U.S. federal statutory tax rate 688 primarily due to foreign income
taxed in lower rate jurisdictions. Intevac’s fut@ffective income tax rate depends on various fadteluding, the level of Intevagprojectet
earnings, the geographic composition of worldwidmings, tax regulations governing each regionppetating loss carry-forwards,
availability of tax credits and the effectivenessnbevac’s tax planning strategies. Managemergfadly monitors these factors and timely
adjusts the effective income tax rate accordingly.

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

Intevac is subject to income taxes in the U.S. f@ldarisdiction, and various state and foreigrigdictions. Tax regulations within each
jurisdiction are subject to the interpretation of telated tax laws and regulations and requingfgignt judgment to apply. With fe
exceptions, Intevac is not subject to U.S. fedettake and local, or international jurisdictionsdme tax examinations by tax authorities for
the years before 2006. Tax years 1999 through 28®6ubject to income tax examinations by U.S.redded California tax authorities to 1
extent of tax credit carry forwards remaining alized in an otherwise open year. During the quaeteded June 30, 2012, the Internal
Revenue Service concluded its review of the Comigdiscal year 2009 tax return which arose fromramome tax refund generated by a
carry-back claim and the examination is pendingayg from the U.S. Joint Committee on Taxationd#idnally, the Singapore Inland
Revenue Authority is conducting an examinationhef fiscal 2009 and 2010 tax returns of the Compamiolly-owned subsidiary, Intevac
Asia Pte. Ltd. Presently, there are no other adgtigeme tax examinations in the jurisdictions whietevac operates.
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17. Contingencies

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

This Quarterly Report on Form 10-Q contains forwimaking statements, which involve risks and uraiattes. Words such as
“believes,” “expects,” “anticipates” and the likedicate forward-looking statements. These forwanking statements include comments
related to Intevac’s shipments, projected reveeaegnition, product costs, gross margin, operagkygenses, interest income, income taxes,
cash balances and financial results in 2012 andrizkyprojected customer requirements for Intevaels and existing products, and when,
and if, Intevac’s customers will place orders fogge products; Intevac’s ability to proliferateRtsotonics technology into major military
programs and to develop and introduce commerciading products; the timing of delivery and/or adeepe of the systems and products
comprise Intevac’s backlog for revenue; legal pealiegs; and internal controls. Intevac’s actualiteamay differ materially from the results
discussed in the forward-looking statements foamety of reasons, including those set forth uritkésk Factors” and in other documents we
file from time to time with the Securities and Eacige Commission, including our Annual Report omir@0-K filed on February 21, 2012,
and our periodic Form 10-Q’s and Form 8-K’s.

Overview

Intevac provides process manufacturing equipmdatisas to the hard disk drive industry and higleguuctivity process manufacturing
equipment and inspection solutions to the PV ingusttevac also provides sensors, cameras andragdbor government applications sucl
night vision and long-range target identificatioddor commercial applications in the inspectiomdical, scientific and security industries.
Intevac’s customers include manufacturers of héskl drives and PV cells as well as the U.S. govermmand its agencies and contractors;
and medical, scientific and security companie®Mat reports two segments: Equipment and IntevatoRits. During the first quarter of
2012, Intevac sold certain assets comprising itd@nductor mainframe technology to Brooks. Durtiing third quarter of 2012, Intevac
wrote-off a promissory note receivable and a detkprofit liability related to certain thin-film P¥quipment sold in a previous year due to
the insolvency of the customer.

Product development and manufacturing activitie=iom North America and Asia. Intevac has fielflagfs in Asia to support its
equipment customers. Intevac’s equipment and sepnaducts are highly technical and, with the ekoepf Japan, are sold primarily
through a direct sales force. In Japan, salesypieally made by Intevac’s Japanese distributoriduiao.

Intevac’s results are driven by worldwide demandhfard disk drives, which in turn depends on enel-demand for personal
computers, enterprise data storage, includingme-tloud storage and near-line applications, pedsaudio and video players and video
game platforms that include such drives. Demandrfi@vac’s equipment is impacted by Intevac’s comrs’ relative market share positions
and production capacity needs. Intevac continueségute its strategy of equipment diversificafitio new markets by introducing products
for PV solar cell manufacturing. Intevac believeattexpansion into this market, which is signifidaiarger than the hard disk drive
deposition equipment market, will result in increrteg equipment revenues for Intevac and decredseda’'s dependence on the hard disk
drive industry. Intevac’s business is subject tdlicgl industry conditions, as demand for manufantiiequipment and services can change
depending on supply and demand for hard disk dawvesPV cells, as well as other factors such asagleconomic conditions and
technological advances in fabrication processes.
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The following table presents certain significantasigrements for the three and nine months endeé8bpt 29, 2012 and
October 1, 2011:

Three months endec Nine months endec
September 2¢ October 1 September 2¢ October 1,
Change over Change over
2012 2011 prior period 2012 2011 prior period

(In thousands, except percentages and per share aoms)

Net revenue $ 16,83¢ $19,32: $ (2,487 $ 65,94! $ 64,32¢ $ 1,612
Gross profit $ 573 $ 7,51¢ $ (1,78¢ $ 26,81 $ 24,03t $ 2,77¢
Gross margin perce 34.1% 38.9% (4.8) point: 40.7% 37.2% 3.3 point:
Net loss $ (8,009 $ (6,116 $ (1,89) $ (12,66) $(15,76€) $ 3,10¢
Loss per diluted shal $ (0.39 $ (0.29) $ (0.09) % (0.59) $ (0.69) $ 0.1¢

Financial results for the third quarter of fisc@ll2 declined compared to the same period in ther pear. Net revenues decreased
during the third quarter of fiscal 2012 primarilyedto lower upgrade sales to disk manufacturerdamer Intevac Photonics product sales,
offset in part by higher Intevac Photonics’ tectogyl development contracts. The net loss for thel thiiarter of fiscal 2012 increased
compared to the same period in the prior year dimegpily to a bad debt charge, lower revenues amet gross margins offset in part by
decreased operating spending and recognitionargel income tax benefit. Financial results forftte nine months of fiscal 2012 improved
over the same period in the prior year. Net revenereased during the first nine months of fi&@l2 primarily due to higher Intevac
Photonics’ technology development contracts, agtidr upgrade sales to disk manufacturers, offsgaihby lower Intevac Photonics’
product sales. The net loss for the first nine memif fiscal 2012 decreased compared to the sanwpa the prior year due to higher
revenues, improved gross margins, lower operatiegding and the gain recognized on the sale afniaframe technology to Brooks offset
in part by a bad debt charge, and recognitionsrhaller income tax benefit.

Forecasted hard drive unit shipments by hard driseufacturers have declined since the beginnirijeothird quarter of fiscal 2012.
The current economic environment in both develogredi developing economies has slowed resultingviretdorecasted sales of personal
computers and consumer electronic applicationgh®remainder of 2012. The hard drive industry icoras to expect growth in the enterp
data storage market segment which includes ondioed storage and near-line applications. Withdtdxive unit shipments down
approximately twenty percent as compared to thd tiarter of fiscal 2011, the Company does noeek{o ship any additional 200 Le&n
systems for capacity for the remainder of the ydarvever, Intevac continues to believe that longatdemand for hard disk drives will
increase, driven by growth in demand for digitakage, the need for corporations to replace andtepeimployee computers, increased
information technology spending, declining growditerin areal density improvements and the prolif@neof personal computers into
emerging economies. The number of disk manufagisystems needed to support this growth as wélitase technology transitions and
improvements is expected to vary from year to ylegrending on the factors noted above. In fiscaR20%tevac expects to complete
additional customer qualifications on its PV mamtiiging products and start to obtain repeat orftera customers.

In fiscal 2012, Intevac expects that Intevac Phig®husiness levels will grow driven primarily bhyetrecovery of the contract research
and development (“R&D”) business, as several ke§y.defense programs received budgetary fundingténd011 and the U.S. military
continues to develop night vision solutions basedintevac’s digital low-light sensor technology.fStantial growth in future Intevac
Photonics revenues is dependent on the proliferatidntevac’s technology into major military praegns, continued defense spending, the
ability to obtain export licenses for foreign custrs, obtaining production subcontracts for thesgnams, and Intevac’s development and
market acceptance of commercial products.
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Intevac’s trademarks include the following: “200a® ,” “AccuLuber™,” “DeltaNw® ,” “EBAPS® ,” “ENERGI™,“ExaminerR™,”
“I-Port™,” “LEAN SOLAR™,” “LithoPrime™,” “LIVAR ®" “MicroVista ®,” “NanoVista™”, “LEAN SOLAR NanoTextu™,"
“NightVista®,” “Night Port™,” “PHARMA-ID™,” and “RAPID-ID™ "

Results of Operations

Net revenues
Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Equipment $ 7,401 $12,38: $ (4,989 $ 43,17¢ $42,37¢ $  80C
Intevac Photonic
Contract R&D $ 5,16¢ $ 1,53¢ $ 3,63¢ $ 10,87 $ 5,317 $ 5,55i
Products 4,26¢ 5,40¢ (1,140 11,88¢ 16,63: (4,745
9,43: 6,937 2,49¢ 22,76: 21,95( 81z
Total net revenue $ 16,83« $19,32. $ (2,487) $ 6594 $64,32¢ $ 1,61-

Equipment revenue for the three months ended Ségte?®, 2012 decreased compared to the same pefiloel prior year as a result of
fewer sales of disk lubrication systems and teabmplipgrades offset in part by higher sales ofesparts. During the third quarter of 2012
Intevac recognized revenue on two AccuLuber  systeisk equipment technology upgrades, and spate.fauring the third quarter of
2011 Intevac recognized revenue on four AcculLustesns, disk equipment technology upgrades, ane gzats. Equipment revenue for
nine months ended September 29, 2012 increasedtmyeame period in the prior year as a resuligifdr sales of technology upgrades and
spare parts, offset in part by fewer sales of dighkttering systems. Equipment revenue for the mioeths ended September 29, 2012 inch
revenue recognition for two 200 Le@n systems, eigituLuber systems, one LEAN SOLAR NanoTexture ™helystem, upgrades and
spare parts. Equipment revenue for the nine mamtsd October 1, 2011 included revenue recognitiothree 200 Lean systems, eight
AcculLuber systems, three wafer handling systemgrages and spare parts.

Intevac Photonics revenue for the three and ninetihsoended September 29, 2012 increased over it gariods in the prior year as a
result of increased contract R&D work offset intday lower product sales. The increase in contRgdD revenue was the result of a higher
volume of contracts related to two large U.S. gowsgnt defense programs and due to the continueghsiqn of Intevac’s low-light camera
and sensor products in military applications. Therdase in product revenue was a result of lowes sd our low-light camera module to our
NATO customer and a lower level of shipment volufeesour lon¢-range imaging products as well as lower salesadyrcts for commercial
applications such as Intevac’'s Raman spectroscagmupts. Intevac expects that volumes will retarprievious levels in late 2012 and early
2013.

Intevacs backlog of orders at September 29, 2012 was $4lion, compared to $32.9 million at December 2011 and $26.2 millio
at October 1, 2011. The $40.0 million of backlogaptember 29, 2012 consisted of $15.7 millionediEment backlog and $24.3 million of
Intevac Photonics backlog. The $32.9 million ofldag at December 31, 2011 consisted of $17.9 milbé Equipment backlog and
$15.0 million of Intevac Photonics backlog. BackiigSeptember 29, 2012 does not include any LEANASD™ or 200 Lean systems as
compared to one LEAN SOLAR system at December @112nd one LEAN SOLAR system at October 1, 2011.
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Revenue by geographic region
Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)

United State: $ 9,94¢ $ 6,87¢ $ 3,07« $ 22,60 $20,677 $ 1,93(
Asia 5,421 10,95 (5,530 39,34¢ 38,45: 897
Europe 67C 1,38: (719 3,18¢ 4,58¢ (1,39¢)
Rest of worlc 794 112 682 797 614 183
Total net revenue $ 16,83 $19,32. $ (2,48) $ 65,94 $64,32¢ $ 1,617

International sales include products shipped tasmas operations of U.S. companies. The decreastinational sales for the three
months ended September 29, 2012 was primarily @laedecrease in net revenues from disk lubricatystems and technology upgrades.
decrease in international sales for the nine moattided September 29, 2012 was primarily due todowerevenues from Intevac Photonics
digital night-vision camera to a NATO customer. Thix of domestic versus international sales withishe from period to period depending
on the location of Intevac’s largest customersacheperiod.

Gross profit
Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands, except percentage:
Equipment gross prof $ 2,637 $ 5,55¢ $ (2919 $ 19,28t $17,76: $ 1,527
% of Equipment net revenu 35.6% 44.% 44. 7% 41.%
Intevac Photonics gross pra $ 3,09t $ 1,967 $ 1,13¢ $ 7,52¢ $ 6,27 $ 1,25/
% of Intevac Photonics net revent 32.8% 28.2% 33.1% 28.6%
Total gross profi $ 573 $ 7,51¢ $ (1,78¢) $ 26,81 $24,03¢ $ 2,77¢
% of net revenue 34.1% 38.9% 40.7% 37.4%

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

Equipment gross margin was 35.6% in the three nsostidled September 29, 2012 compared to 44.9% thritbe months ended
October 1, 2011 and was 44.7% in the nine montde@September 29, 2012 compared to 41.9% in tlemonths ended October 1, 2011.
The lower gross margin for the three months endgate®nber 29, 2012 was due primarily to lower reesrand lower factory utilization. The
higher gross margin for the nine months ended Sdpte 29, 2012 was due primarily to a higher mixip§rades and spares shipments as
as higher system margins, offset in part by lovaetdry utilization and higher provisions for invent reserves. Gross margins in the
Equipment business will vary depending on a nunabéactors, including product mix, product costst®m configuration and pricing, factc
utilization, and provisions for excess and obsoiletentory.

Intevac Photonics gross margin was 32.8% in theetimonths ended September 29, 2012 compared % 28 he three months ended
October 1, 2011 and was 33.1% in the nine montecBeptember 29, 2012 compared to 28.6% in tleemanths ended October 1, 2011.
Gross margin percentages improved during the tima®hs ended September 29, 2012 compared to the gariod in the prior year due to a
favorable mix of higher-margin product sales ansk ceductions associated with digital night-vismmoducts and warranty as well as higher
margins on contract R&D. Gross margin percentaggsaved during the nine months ended Septembe2®®, compared to the
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same period in the prior year due to cost redustassociated with digital night-vision products avadranty offset by slightly lower margins
on contract R&D. Gross margins during the nine rhemnded October 1, 2011 reflected a charge repedfior inventory write-offs that did
not reoccur during fiscal 2012. Gross margins altitevac Photonics business will vary depending ammber of factors, including product
mix, product cost, pricing, factory utilization,&provisions for excess and obsolete inventory.

Research and development

Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Research and development expe $ 7,33 $ 8612 $ (1,27¢ $ 24,81: $2591: $ (1,109

Equipment research and development spending dectelasing the three and nine months ended Septe28h@012 as compared to
same periods in the prior year due primarily todowpending on prototype materials for PV develapmatevac Photonics research and
development spending decreased during the threaiaadnonths ended September 29, 2012 as compathd sam@eriods in the prior ye:
due primarily to a higher volume of billable comtr&&D efforts and cost containment efforts takarlier in 2012. Research and
development expenses do not include costs of $8liémand $7.6 million for the three and nine mosiended September 29, 2012
respectively, or $1.1 million and $3.5 million fibre three and nine months ended October 1, 204gecévely, which are related to customer-
funded contract R&D programs at Intevac Photonmcstherefore included in cost of net revenues.

Slling, general and administrative

Three months endec Nine months endec
September 2¢ October 1, Change ove September 2¢ October 1 Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Selling, general and administrative expe $ 638 $694 $ (5560 $ 19,83 $20,33%¢ $  (50E)

Selling, general and administrative expense canpistnarily of selling, marketing, customer suppéirtancial and management costs.
The decrease in selling, general and administrapending in the three and nine months ended Septe2®, 2012 compared to the three and
nine months ended October 1, 2011 was primarilyékalt of lower charges associated with the chamgfee fair value of the contingent
consideration obligations related to the SIT adtjaisand cost containment efforts.

Bad debt expense
Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Bad debt expens $ 3,013 $ 34 $ 2,98¢ $ 3,013 $ 36 $ 2,981

During the quarter ended September 29, 2012 Intevate off a promissory note receivable and thatesl deferred profit liability from
the sale of certain thin-film PV equipment in a\poeis year and incurred bad debt expense of $3lmdue to the insolvency of the
customer. See Note 5 “Allowance for Doubtful Acctirin the notes to the condensed consolidatedhéiiah statements for additional
information related to the write-off.
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Gain on sale of mainframe technol ogy

On January 6, 2012, the Company sold certain agggisling intellectual property and residual assehich comprised its
semiconductor mainframe technology for $3.0 milliorcash to Brooks and recorded a gain of $2.2anillSee Note 8 “Sale of Mainframe
Technology” in the notes to the condensed conselitiinancial statements for additional informatrefated to the gain on sale of the
mainframe technology.

Interest income and other, net

Three months endec Nine months endec
September 2¢ October 1. Change ove September 2¢ October 1. Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Interest income and other, r $ (8) $ 14C $ (14§ $ 411 $ 43¢ $ 27

Interest income and other, net is comprised of@steincome and realized gains and losses on shiegestments, foreign currency
gains and losses, and other income and expensasugadins and losses on sales of fixed assets.

Income tax provision (benefit)

Three months endec Nine months endec
September 2¢ October 1 Change ove September 2¢ October 1 Change ove
2012 2011 prior period 2012 2011 prior period
(In thousands)
Income tax benefi $ (3,01) $(1,81%) $ (1,199 $ (5,570 $ (6,047) $ A77

Intevac recorded income tax benefits of $3.0 millzmd $5.6 million for the three and nine monthdeshSeptember 29, 2012,
respectively. Intevac recorded income tax benefitsl.8 million and $6.0 million for the three anihe months ended October 1, 2011,
respectively. The income tax provision for eacte¢hand nine month period is based upon estimai@snofal income (loss), annual permal
differences and statutory tax rates in the varjatisdictions in which Intevac operates, except tatain discrete items are treated separ:

The income tax benefit for the nine months endqute®aber 29, 2012 includes the following discretsome tax items: (i) $1.1 million
tax benefit related to a bad debt write-off, (i)d8,000 tax benefit from the release of a valuagibmwance and (iii) $188,000 in tax refunds
received from Singapore and California, which weffeet in part by (iv) $554,000 discrete income ¢harge related to the gain on the sale of
the mainframe technology.

The effective tax rates for all periods presentiéfédfrom the U.S. federal statutory tax rate 6@ primarily due to foreign income
taxed in lower rate jurisdictions. Intevac’s fut@féective income tax rate depends on various fadgteluding, the level of Intevagprojecte:
earnings, the geographic composition of worldwidmags, tax regulations governing each regionppetating loss carry-forwards,
availability of tax credits and the effectivene$$ntevac’s tax planning strategies. Managemengfcdly monitors these factors and timely
adjusts the effective income tax rate accordingly.

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

At September 29, 2012, Intevac had $98.8 millionash, cash equivalents, and investments compa®ti®.8 million at
December 31, 2011. During the first nine month&@#2 cash, cash equivalents and investments decrégs$16.0 million due primarily to
cash used by operating activities, payment of aitijppm-related contingent consideration and purebas fixed assets partially offset by cash
received from the sale of the mainframe technokgy the sale of Intevac common stock to Intevaeipleyees through Intevac’s employee
benefit plans.

Cash, cash equivalents and investments consikedbtlowing:

September 2¢ December 31
2012 2011
(In thousands)
Cash and cash equivale $ 16,85¢ $ 23,56(
Shor-term investment 51,56¢ 58,58t
Long-term investment 30,35¢ 32,675
Total cash, cash equivalents and investm $ 98,78 $ 114,82.

Operating activities used cash of $14.5 millionidgithe first nine months of 2012 and of $10.1 imillduring the first nine months of
2011. The increase in cash used in operating &etwvas due to an increase in the Company’s neh-eat working capital position during
the first nine months of 2012 compared to the spermd in the prior year offset in part by a lowet loss.

Accounts receivable totaled $16.5 million at Seften?9, 2012, compared to $18.6 million at Decen®ie2011. The decrease of
$2.0 million in the receivable balance was due prity to the write-off of the customer promissomyte. Total net inventories increased to
$24.5 million at September 29, 2012, compared &3 illion at December 31, 2011 as the Compangsted in inventories for its next
generation PV products including placing systendeuamvaluation agreements at customers. Accougtbpmincreased to $6.2 million at
September 29, 2012 compared to $4.9 million at Béeee 31, 2011 in line with business levels. Custodeposits decreased to $2.8 million
at September 29, 2012 compared to $5.0 millioneatenber 31, 2011 as the Company consumed systétodpac

Investing activities in the first nine months ofl20generated cash of $9.2 million. Proceeds frdesga# investments net of purchase
investments totaled $8.4 million. On January 6,2Qhe Company sold certain assets which comprisestmiconductor mainframe
technology for $3.0 million in cash to Brooks. Gapexpenditures for the nine months ended SepteBHhe2012 were $2.1 million.

Financing activities in the first nine months ofl20used cash of $1.5 million. Intevac generated c8$1.9 million from the sale of
Intevac common stock to Intevac’s employees thrdaggvac's employee benefit plans. In connectiothwhe acquisition of SIT, Intevac
agreed to pay up to an aggregate of $7.0 millioresh to the selling shareholders if certain miless are achieved over a specified period.
On April 12, 2012, and July 1, 2012 Intevac made $illion and $956,000 in payments, respectivighthe selling shareholders of SIT for
achievement of the second and third milestonesnthdeSIT acquisition agreement.

Intevac’s investment portfolio consists principatlyinvestment grade money market mutual funds,G-iDkured corporate bonds, U.S.
Treasury and agency securities, commercial papamjaipal bonds, corporate bonds and VRDNSs. Inteegalarly monitors the credit risk in
its investment portfolio and takes measures, whiely include the sale of certain securities, to rgarsuch risks in accordance with its
investment policies.

As of September 29, 2012, Intevac’s Level 3 avégldbr-sale security was a $1.9 million par value 3, less a temporary valuation
adjustment of $239,000 to reflect its current latkquidity. As described in note 11 of notes tindensed consolidated financial statements,
the fair value of the ARS was estimated at $1.Tionilusing a discounted cash flow model. The edémaf future cash flows are based on
certain key assumptions, such as
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discount rates appropriate for the type of assetrisi, credit quality, collateralization, finaledeéd maturity, estimates of the probability of
being called or becoming liquid prior to final mety, redemptions of similar ARS, previous marketivity for the same investment security,
impact due to extended periods of maximum auctid@srand valuation models. Intevac subsequentllyteid ARS in October 2012 for

$1.7 million and recognized a realized loss of $26Q. In May 2012, Intevac participated in a termféer, sold an ARS with a par value of
$3.0 million, collected $2.8 million and recognizedealized loss on the sale of $229,000.

During the nine months ended of September 29, 201€yac recorded a bad debt provision of $3.0iomlas a result of a customer’s
insolvency and liquidation. While Intevac beliewkat no allowance for doubtful accounts is requaie&eptember 29, 2012, it will continue
to closely monitor customer liquidity and economénditions.

As of September 29, 2012, approximately $5.3 mmillad cash and cash equivalents and $12.8 millianv@stments were domiciled in
foreign tax jurisdictions. Intevac expects a siguaifit portion of these funds to remain off shoréhie short term. If the Company chose to
repatriate these funds to the United States, itidvba required to accrue and pay additional taxearty portion of the repatriation where no
United States income tax had been previously peakid

Intevac believes that its existing cash, cash edents and investments will be sufficient to mégtash requirements for the foresee
future. Intevac intends to undertake approxima$2yd million in capital expenditures during the eenter of 2012.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldisclosures in conformity with accounting prineglgenerally accepted in the United
States of America (“US GAAP”) requires managemenntke judgments, assumptions and estimates fleat #ie amounts reported.
Intevac’s significant accounting policies are désaxt in Note 1 to the consolidated financial staata included in Item 8 of IntevacAnnual
Report on Form 10-K filed on February 21, 2012.t@arof these significant accounting policies avasidered to be critical accounting
policies, as defined below.

A critical accounting policy is defined as one ttgaboth material to the presentation of Intevdiciancial statements and requires
management to make difficult, subjective or complelgments that could have a material effect oevat’s financial conditions and results
of operations. Specifically, critical accountindiemtes have the following attributes: 1) Intevaecdquired to make assumptions about me
that are highly uncertain at the time of the estanand 2) different estimates Intevac could reabbnhave used, or changes in the estimate
that are reasonably likely to occur, would haveadarial effect on Intevac’s financial conditionresults of operations.

Estimates and assumptions about future eventshendeffects cannot be determined with certaintjevac bases its estimates on
historical experience and on various other assumsptbelieved to be applicable and reasonable uhderircumstances. These estimates may
change as new events occur, as additional infoomasi obtained and as Intevac’s operating envirgriroleanges. These changes have
historically been minor and have been includedhedonsolidated financial statements as soon gme known. In addition,
management is periodically faced with uncertainties outcomes of which are not within its conantl will not be known for prolonged
periods of time. Many of these uncertainties aseulised in the section below entitled “Risk Fact@ased on a critical assessment of
Intevac’s accounting policies and the underlyimdpgjoments and uncertainties affecting the applicatiotmose policies, management believes
that Intevac’s consolidated financial statemengsfairly stated in accordance with US GAAP, andvite a meaningful presentation of
Intevac’s financial condition and results of ope&nat
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For further information about Intevac’s other @@t accounting policies, see the discussion oicatibccounting policies in Intevac’s
2011 Form 10-K. Management believes that therébbags no significant change during the nine montisee September 29, 2012 to the
items identified as critical accounting policieditevac’s 2011 Form 10-K.

ltem 3. Quantitative and Qualitative Disclosures AboMiarket Risk

Interest raterisk. Intevac’s exposure to market risk for changes iergst rates relates primarily to its investmentfpbo. Intevac does
not use derivative financial instruments in Intégdanvestment portfolio. The Company has adoptethaastment policy and established
guidelines relating to credit quality, diversifimat and maturities of its investments in order teserve principal and maintain liquidity. All
investment securities in Intevac’s portfolio haveivestment grade credit rating. Investments glpicconsist of commercial paper, FDIC
insured corporate bonds, obligations of the U.$egament and its agencies, corporate debt se@jntianicipal bonds, VRDNs and ARS.

The table below presents principal amounts ande@laeighted-average interest rates by year of@gdematurity for Intevac’s
investment portfolio at September 29, 2012.

Fair
2012 2013 2014 2015 2016  Beyond Total Value
(In thousands, except percentage:
Cash equivalent
Variable rate amoun $ 9,29¢ — — — — — $ 9,29¢ $ 9,29¢
Weightec-average rat 0.12% — — — — —
Shor-term investment
Fixed rate amount $21,68.  $27,37: — — — — $49,05: $49,12:
Weightec-average rat 2.9¢% 2.71% — — — —
Variable rate amoun $ 2,44t — — — — — $ 2,44 $ 2,44¢
Weightec-average rat 0.95% — — — — —
Long-term investment
Fixed rate amount — $ 9,94  $18,68t¢ — — $1,90C  $30,53: $30,35¢
Weightec-average rat — 0.32% 1.45% — — 1.05%
Total investment portfoli $33,42;  $37,31¢  $18,68¢ — — $1,90C $91,32¢ $91,21¢

At September 29, 2012, Intevac held a $1.9 milpanvalue ARS with an estimated fair value of $hillion. The Company
subsequently sold this ARS in October 2012 for $dillion and recognized a realized loss of $152,000

Foreign exchangerisk. From time to time, Intevac enters into foreign eaey forward exchange contracts to hedge certaiiis of
anticipated foreign currency re-measurement exgasdrihe objective of these contracts is to mininttieeimpact of foreign currency
exchange rate movements on Intevac’s operatindtse3ine notional amount of Company’s foreign conogderivatives was $736,000 at
September 29, 2012.

ltem 4. Controls and Procedure

Evaluation of disclosure controls and procedures

Intevac maintains a set of disclosure controls@nodedures that are designed to ensure that infammeelating to Intevac, Inc. requir
to be disclosed in periodic filings under the Séms Exchange Act of 1934, or Exchange Act, iorded, processed, summarized and
reported in a timely manner under the Exchange latonnection with the filing of this Form 1Q-for the quarter ended September 29, 2
as required under Rule 13a-15(b) of the Exchandeakcevaluation was carried out under the superviand with the participation of
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management, including the Chief Executive Offiaed &hief Financial Officer, of the effectivenesdmievac’s disclosure controls and
procedures as of the end of the period coveretiibyquarterly report. Based on this evaluatiorgvat’s Chief Executive Officer and Chief
Financial Officer concluded that our disclosuretecols and procedures were effective as of Septe2®e?012.

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

Definition of disclosure controls

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

Limitations on the effectiveness of controls

Intevac’'s management, including the CEO and CF@sdamt expect that Intevac’s Disclosure Controlst@vac’s internal control over
financial reporting will prevent all error and &ud. A control system, no matter how well desijaad operated, can provide only
reasonable, not absolute, assurance that the tepstem’s objectives will be met. Further, theige®f a control system must reflect the fact
that there are resource constraints, and the heméftontrols must be considered relative to thests. Because of the inherent limitations in
all control systems, no evaluation of controls pesvide absolute assurance that all control isamelsnstances of fraud, if any, within Inte
have been detected. These inherent limitationsidtecthe realities that judgments in decision-makiag be faulty and that breakdowns can
occur because of simple error or mistake. Contraisalso be circumvented by the individual actsamfie persons, by collusion of two or
more people, or by management override of the otmtfhe design of any system of controls is basgxhrt on certain assumptions about
likelihood of future events, and there can be rsuemce that any design will succeed in achieuwmgtated goals under all potential future
conditions. Over time, controls may become inadexjbacause of changes in conditions or deterioratithe degree of compliance with
policies or procedures. Because of the inhereritdtions in a coseffective control system, misstatements due tor@rdraud may occur ar
not be detected.

Changes in internal controls over financial reportng

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

PART II. OTHER INFORMATION

ltem 1. Legal Proceeding

From time to time, Intevac is involved in claimsddagal proceedings that arise in the ordinary sewf business. Intevac expects that
the number and significance of these matters nilléase as Intevac’s business expands. Any claipoeedings against us, whether
meritorious or not, could be time consuming, resuttostly litigation,

32



Table of Contents

require significant amounts of management timeyltés the diversion of significant operational oesces, or require us to enter into royalty
or licensing agreements which, if required, mayb®available on terms favorable to us or at atevac is not presently a party to any law
or proceeding that, in Intevac’s opinion, is likédyseriously harm Intevac’s business.

ltem 1A. Risk Factors

The following factors could materially affect Ints/s business, financial condition or results oérggpions and should be carefully
considered in evaluating the Company and its bgsiria addition to other information presentedwlse in this report.

The industries we serve are cyclical, volatile amdpredictable.

The majority of our revenue is derived from theesafl equipment used to manufacture commodity telclgygoroducts such as disk
drives and PV solar cells. This subjects us torimss cycles, the timing, length and volatility dfieh can be difficult to predict. When
demand for commodity technology products exceeddumtion capacity, then demand for new capital @aeint such as ours tends to be
amplified. Conversely, when supply of commodityhiealogy products exceeds demand, then demand ¥ocapital equipment such as ours
tends to be depressed. For example, sales of systemagnetic disk production were severely deygédrom mid-1998 until mid-2003 and
grew rapidly from 2004 through 2006, followed bg@wvnturn in the cycle in late 2007 which continglebugh 2009. The number of new
systems delivered increased in 2010 as customensaised their production capacity in responsedeased demand for digital storage, but
decreased in 2011 and 2012, as the hard disk iddwestry did not add the same level of capacity ithdid in 2010. We cannot predict with
any certainty when these cycles will begin or entidzlieve that sales will continue to be depresgddast through the remainder of 2012.

Our equipment represents only a portion of thetahpkpenditure that our customers incur when tiggyrade or add production
capacity. Accordingly, our customers generally cattommaking large capital expenditures far in esscef the cost of our systems alone
when they decide to purchase our systems. The tualgnof these capital expenditures requires ouomeyxs to have access to large amounts
of capital. Our customers generally reduce theiellef capital investment during downturns in thvem@ll economy or during a downturn in
their industries.

We must effectively manage our resources and ptamucapacity to meet rapidly changing demand. Business experiences rapid
growth and contraction, which stresses our inftastire, internal systems and managerial resoutging periods of increasing demand for
our products, we must have sufficient manufactudagacity and inventory to meet customer demanidicaf retain and motivate a sufficient
number of qualified individuals; and effectively naae our supply chain. During periods of decreademand 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 amr @ustomers’ upgrade and capacity expansion plarl whether our customers
select our equipment.

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

Intevac Photonics’ business is also subject to kalgs cycles because many of its products, suchrasilitary imaging products, often
must be designed into the customers’ end produttich are often complex state-of-the-art produtiese development cycles are typically
multi-year, and our sales are contingent on outocasrs successfully integrating our product intirtiproduct, completing development of
their product and then obtaining production ordergheir product from the U.S. government or itgea.
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Sales of new manufacturing systems are also dependebsolescence and replacement of the instiafied of our customers’ existing
equipment with newer, more capable equipment. dfrages are developed that extend the useful litheoinstalled base of systems, then we
tend to sell more upgrade products and fewer neteBys, which can significantly reduce total reverige example, some of our 200 Lean
customers continue to use legacy systems for ugtion of perpendicular media, which delayedrémacement of such systems with new
200 Lean systems.

Our 200 Lean customers also experience compefitton companies that produce alternative storagent@ogies like flash memory,
which offer smaller size, lower power consumption anore rugged designs. These storage technolaggdaseing used increasingly in sme
form factor notebook and personal computers anerattectronics devices instead of hard disk driges, new classes of such products,
including tablet computing devices and mobile ptsowéh advanced capabilities, or “smartphones, éhagver contained, nor are they likely
in the future to contain, a disk drive. Productsgslternative technologies, such as flash menaptical storage and other storage
technologies are becoming increasingly common anttidoecome a significant source of competitiopddicular applications of the
products of our 200 Lean customers, which couldeeskly affect our results of operations. If alt¢ireatechnologies, such as flash memory,
replace hard disk drives as a significant methodigital storage, then demand for our hard disk ufecturing products would decrease.

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

In the market for our disk sputtering systems, weeeience competition from Canon Anelva, which salsl a substantial number of
systems worldwide. Intevac is attempting to ertterRV equipment market, and faces competition fleoge established competitors
including Applied Materials, Centrotherm Photoviata Von Ardenne and cell module manufacturers éinatnternally developing
manufacturing equipment that may be sold externaltye future. In the market for our military imag products we experience competition
from companies such as ITT Industries and BAE 3ystén the markets for our commercial imaging pasuwve compete with companies
such as Andor, Dalsa, E2V, Hamamatsu and Ropesstrids for sensor and camera products, and wittpaomes such as Ahura, B&W Tek,
GE Security, Horiba—Jobin Yvon, Ocean Optics, Remig Thermo Scientific and Smiths Detection for Ramspectrometer products. Some
of our competitors have substantially greater faialn technical, marketing, manufacturing and ottesources than we do, especially in the
PV equipment market. Our competitors may develdmanements to, or future generations of, competjgioducts that offer superior price
or performance features, and new competitors mear enir markets and develop such enhanced proddotgover, competition for our
customers is intense, and our competitors haveriaatly offered substantial pricing concessiond artentives to attract our customers or
retain their existing customers.

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

Historically, a significant portion of our revenireany particular period has been attributableslesof our disk sputtering systems to a
limited number of customers. This concentratiogugtomers, when combined with changes in the ciest®mpecific capacity plans and
market share shifts can lead to extreme variahilitgur revenue and financial results from periogériod.

Industry consolidation can limit the number of puial customers for our products. Seagate acqltaxtor in 2006 and Samsung’s
hard disk drive business in 2011. Western Digitgjuired Komag in 2007, Hoya's magnetic media op@natin 2010 and Hitachi Global
Storage Technology in 2012. The concentration ofcostomer base may enable our customers to depraniag and other terms unfavoral
to Intevac, and makes us more vulnerable to chaingdsmand by a given customer. Orders from aiveligtlimited number of manufacture
have accounted for, and will likely continue to @awt for, a substantial portion of our revenues Tdss of one of these large customers, or
delays in purchasing by them, could have a mataridladverse effect on our revenues.

Our growth depends on development of technicallywadced new products and processes.
We have invested heavily, and continue to investhé development of new products, such as oul2a0
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system, our LEAN SOLAR systems for PV applicatioms; digital night-vision products, our Raman sysfgroducts and our near-eye
display products. Our success in developing arithgeiew products depends upon a variety of faciacduding our ability to: predict future
customer requirements, make technological advaacksve a low total cost of ownership for our pretd, introduce new products on
schedule, manufacture products cost-effectiveljuiing transitioning production to volume manufaaig; commercialize and attain
customer acceptance of our products; and achieaptable and reliable performance of our new prtdincthe field. Our new product
decisions and development commitments must anteigantinuously evolving industry requirements gigantly in advance of sales. In
addition, we are attempting to expand into newetated markets, including the PV market. Our exemnimto the PV market is dependent
upon the success of our customers’ developmens ptame of which are start-ups and in their prelany stages of development, as well as
their ability to raise capital to fund their futudevelopment and capacity expansion. To date we hatrecognized material revenue from
such products. Failure to correctly assess thedditee markets, to successfully develop cost &ffegroducts to address the markets or to
establish effective sales and support of the neslyts would have a material adverse effect orréutevenues and profits.

Rapid technological change in our served markefsires us to rapidly develop new technically adeahproducts. Our future success
depends in part on our ability to develop and off@w products with improved capabilities and totoare to enhance our existing product:
new products have reliability or quality problerogar performance may be impacted by reduced ortayser manufacturing costs, delays in
acceptance and payment for new products and additservice and warranty expenses.

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

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

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

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

Economic conditions worldwide have contributed ¢ézrtased spending by our customers and a slowdotie ihard disk drive
industry. These factors have adversely impactedparating results in prior periods and have cause be cautious about our future
outlook. Our customers also continue to remainioastabout the economy. Negative macroeconomiqéoizhl recessionary factors, further
volatility or disruption in the capital and creditarkets or further uncertainty or weakening in kegrkets could negatively impact spending
for our products and may materially adversely dfteg business, operating results and financiatlitaom.

In addition, while we intend to finance operatiavith existing cash and cash flow from operatiohagcessary, we may require
financing to support our continued operations. Buthe existing uncertainty in the capital and @rawarkets, our access to capital may na
available on terms acceptable to us or at all.
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We may not be able to obtain export licenses frdra U.S. government permitting delivery of our procts to international customers.

Many of our products, especially Intevac Photonpreducts, require export licenses from U.S. gowemt agencies under the Export
Administration Act, the Trading with the Enemy Aaft1917, the Arms Export Act of 1976 or the Intdfomal Traffic in Arms Regulations.
These regulations limit the potential market fomgoof our products. We can give no assurance thatillbe successful in obtaining all the
licenses necessary to export our products. Heigltgovernment scrutiny of export licenses for degarelated products has resulted in
lengthened review periods for our license appliceti Exports to countries that are not consideyetthéd U.S. government to be allies are
likely to be prohibited, and even sales to U.Seslinay be limited. Failure to comply with expoohtrol laws, including identification and
reporting of all exports and re-exports of contrdltechnology or exports made without correct kegeapproval or improper license use could
result in severe penalties and revocation of liesnEailure to obtain export licenses, delays taiong licenses, or revocation of previously
issued licenses would prevent us from selling ffected products outside the United States anddcoedatively impact our results of
operations.

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

We sell our Photonics products and services diréotthe U.S. government, as well as to prime @mars for various U.S. government
programs. The U.S government is considering sicguifi changes in the level of existing, follow-orreplacement programs. We cannot
predict the impact of potential changes in priestdue to military transformations and/or the ratfrfuture war-related activities. A shift of
government priorities to programs in which we do participate and/or reductions in funding for loe termination of programs in which we
do participate, unless offset by other programsapmbrtunities, could have a material adverse effeour financial position, results of
operations, or cash flows.

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

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

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

As a U.S. government contractor we must comply wiiecific government rules and regulations andsabgect to routine audits and
investigations by U.S. government agencies. If aittd comply with these rules and regulations, rsults could include: (1) reductions in
the value of our contracts; (2) reductions in anmisun
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previously billed and recognized as revenue; (Bfremt modifications or termination; (4) the assasst of penalties and fines; and
(5) suspension or debarment from government cdirigaor subcontracting for a period of time or pamantly.

Changes to our effective tax rate affect our resutif operations.

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

Intevac enjoys a tax holiday in Singapore throdghtax years ending in 2015. The tax holiday presid lower income tax rate on
certain classes of income so long as certain thidslof business investment and employment levelsret in Singapore. We may lose our
eligibility for such benefits if, among other thyghese requirements are not met or if Intevagrsnet losses in Singapore for which it
cannot claim a deduction. Loss of these tax beneditld result in our income in Singapore beingtbat the statutory rate of 17% instead of
the agreed Pioneer Tax Holiday rate of 0%. A |dsaller part of these tax benefits would adverssfgct our results of operations and cash
flows.

We booked significant tax benefits in 2008, 20021 Pand 2012 based on our belief that we could batty back losses and tax credits
to years Intevac paid income taxes and carry faii@sses and tax credits to future years whereeliede we may generate taxable income.
Intevac will need to generate approximately $67iian of taxable income in the United States inl@r to fully realize the Federal deferred
tax assets and $36.1 million of taxable incomeiimg&pore in order to fully realize the foreign deéel tax assets, each as recorded as of
September 29, 2012. If our expectations of futnomine are incorrect, we could be required to estahl valuation allowance against som:
all of the deferred tax assets.

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

The majority of our revenues come from regionsidetthe United States. Most of our internationésare to customers in Asia, wh
includes products shipped to overseas operatiobsSfcompanies. We currently have manufacturiediti@s in California, Wyoming and
Singapore and international customer support affineSingapore, Taiwan, China, and Malaysia. Wesekfhat international sales will
continue to account for a significant portion of tatal revenue in future years. Certain of ourgigps are also located outside the United
States.

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

We must regularly assess the size, capability acation of our global infrastructure and make appete changes to address these
issues.
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We may be subject to additional impairment chargke to potential declines in the fair value of oassets.

As a result of our acquisitions, we have significagmodwill and intangible assets on our balancesiWe test goodwill and intangible
assets for impairment on a periodic basis as reduand whenever events or changes in circumstamtieate that the carrying value may
be recoverable. The events or changes that cogldresus to test our goodwill and intangible asf@tsmpairment include: a significant
reduction in our stock price, and as a result marpitalization, changes in our estimated futaghcflows, as well as changes in rates of
growth in our industry or in any of our reportingits. In the fourth quarter of 2008, we recordedmnapairment charge of $10.5 million for
goodwill due to a decline in our market capitaliaatand certain purchased technology intangibletastue to lower revenue expectations.
We will continue to evaluate the carrying valueoaf remaining goodwill and intangible assets andafdetermine in the future that there is a
potential further impairment in any of our repogtianits, we may be required to record additionalrghs to earnings which could materially
adversely affect our financial results and couttbahaterially adversely affect our business. Sete BdGoodwill and Purchased Intangible
Assets” in the notes to the condensed consolidatadcial statements for additional informatiorateld to impairment of goodwill and
intangible assets.

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

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

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

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

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

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

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

From time to time, we have received claims thataweeinfringing third parties’ intellectual propentghts or seeking to invalidate our
rights. We cannot ensure that third parties willinahe future claim that we have
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infringed current or future patents, trademarketber proprietary rights relating to our produésy claims, with or without merit, could be
time-consuming, result in costly litigation, cayseduct shipment delays or require us to enterrioyalty or licensing agreements. Such
royalty or licensing agreements, if required, maylve available on terms acceptable to us.

We could be involved in litigation.

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

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

We have completed a number of acquisitions duringoperating history. For example, in 2007, we a&eglicertain assets of DeltaNu,
LLC and certain assets of Creative Display Systémh€, in 2008 we acquired certain assets of OC ikamlBalzers Ltd., in 2010 we
acquired the outstanding shares of Solar Implanhfielogies, Inc., and in 2012 we completed the sbéertain semiconductor mainframe
technology assets to Brooks. We have spent andcoratinue to spend significant resources identifyang pursuing future acquisition
opportunities. Acquisitions involve numerous rigksluding: (1) difficulties in integrating the ofions, technologies and products of the
acquired companies; (2) the diversion of our mamagd’s attention from other business concerns;(@hthe potential loss of key employees
of the acquired companies. Failure to achieve ttieipated benefits of the prior and any futurewasigions or to successfully integrate the
operations of the companies we acquire could hawatarial and adverse effect on our business, ¢iahnondition and results of operations.
Any future acquisitions could also result in potaly dilutive issuance of equity securities, agjtion- or divestiture-related write-offs or the
assumption of debt and contingent liabilities. didiéion, we have made and will continue to consideking strategic divestitures. With any
divestiture, there are risks that future operategplts could be unfavorably impacted if targetbectives, such as cost savings, are not
achieved or if other business disruptions occua eesult of the divestiture or activities relatedte divestiture.

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

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

Business interruptions could adversely affect oyserations.

Our operations are vulnerable to interruption log,fearthquake, floods or other natural disastearantines or other disruptions
associated with infectious diseases, national tafase, terrorist activities, war, disruptions imwr@omputing and communications
infrastructure due to power loss, telecommunicati@ilure, human error, physical or electronic siggireaches and computer viruses, and
other events beyond our control. We do not havetaileéd disaster recovery plan. Despite our impleatén of network security measures,
our tools and servers may be vulnerable to commitgses, break-ins and similar disruptions fronawthorized tampering with our computer
systems and tools located at customer sites. €allitistability could cause us to incur increasest€ in transportation, make such
transportation unreliable, increase our insuramséscor cause international currency markets widhte. All these unforeseen disruptions
instabilities could have the same effects on oppBers and their ability to timely deliver theirquucts. In addition, we do not carry suffici
business interruption insurance to compensateru|ftosses that may occur, and any losses or damiacurred by us could have a material
adverse effect on our business and results of tpesaFor example, we self-insure earthquake tilcause we believe this is the prudent
financial decision based on the high cost of thetéd coverage available in
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the earthquake insurance market. An earthquake cgmificantly disrupt our operations, most of ethiare conducted in California. It could
also significantly delay our research and engimgeeiffort on new products, most of which is alsadwected in California. We take steps to
minimize the damage that would be caused by businésrruptions, but there is no certainty that effiorts 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-Oxley A2002, our management must perform evaluatiormiointernal control over
financial reporting. Beginning in 2004, our FormK(Mas included a report by management of theesssaent of the adequacy of such
internal control. Additionally, our independent istgred public accounting firm must publicly attesthe effectiveness of our internal control
over financial reporting.

We have completed the evaluation of our internatrads over financial reporting as required by 88té04 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisutel in our conclusion that as of December 31120ur internal controls over financial
reporting were effective, we cannot predict thecoate of our testing in future periods. Ongoing cthamze with this requirement is complex,
costly and time-consuming. If Intevac fails to ntain effective internal control over financial repog; our management does not timely
assess the adequacy of such internal control; mindependent registered public accounting firmsdeet deliver an unqualified opinion as to
the effectiveness of our internal control over fioial reporting, then we could be subject to resteent of previously reported financial
results, regulatory sanctions and a decline irpth#ic’s perception of Intevac, which could have a maltard adverse effect on our busint
financial condition and results of operations.

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

Item 3. Defaults upon Senior Securitie
None.

Item 4. Mine Safety Disclosure
Not Applicable.

Iltem 5. Other Information
None.

Item 6. Exhibits
The following exhibits are filed herewith:

Exhibit

Numbe Description

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

31.2 Certification of Executive Vice President, Finaracel Administration, Chief Financial Officer, Treasuand Secretary Pursuant

to Section 302 of the Sarba-Oxley Act of 2002
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32.1 Certifications Pursuant to U.S.C. 1350 Adopted Bam$ to Section 906 of the Sarbe-Oxley Act of 2002
101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntrfe

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhé&r

101.LAB XBRL Taxonomy Extension Label Linkbase Documel

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenir

* Pursuant to Rule 406T of Regulation S-T, theseractive data files are deemed not filed or phet egistration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933 or Section 18 of the Securities Exg®eAct of 1934 and otherwise are
not subject to liability
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SIGNATURES

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

INTEVAC, INC.

Date: November 1, 2012 By: /s/KEVIN FAIRBAIRN
Kevin Fairbairr
President, Chief Executive Officer and Director
(Principal Executive Officer

Date: November 1, 2012 By: _/s/ JEFFREY ANDRESON
Jeffrey Andresol
Executive Vice President, Finance and
Administration, Chief Financial Officer,
Treasurer and Secretary
(Principal Financial and Accounting Office
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Exhibit 31.1

I, Kevin Fairbairn certify that:

1.
2.

5.

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

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

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

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

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

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

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

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

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

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

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

Date: November 1, 2012

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




Exhibit 31.Z

I, Jeffrey Andreson certify that:

1.
2.

5.

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

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

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

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

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

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

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

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

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

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

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

Date: November 1, 2012

/s/ JEFFREY ANDRESON

Jeffrey Andresol

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




Exhibit 32.1

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

I, Kevin Fairbairn, certify, pursuant to 18 U.SS$ection 1350, as adopted pursuant to Section 9@&darbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®Q for the quarterly period ended September Q22 2ully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationtedmed in such Form 10-Q fairly
presents in all material respects the financiab@dwn and results of operations of Intevac, Inc.

Date: November 1, 2012

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

I, Jeffrey Andreson, certify, pursuant to 18 U.SS8ction 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®AQ for the quarterly period ended September @222Zully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationteared in such Form 10-Q fairly
presents in all material respects the financiab@wn and results of operations of Intevac, Inc.

Date: November 1, 2012

/s/ JEFFREY ANDRESON

Jeffrey Andresol

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

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



