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PART I. FINANCIAL INFORMATION
Iltem 1. Financial Statements

INTEVAC, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:

Cash and cash equivalel
Shor-term investment
Trade and other accounts receivable, net of alloeswof $0 at both April 4, 2015 and at January035.
Inventories
Prepaid expenses and other current a:
Total current asse
Property, plant and equipment, |
Long-term investment
Restricted cas
Intangible assets, net of amortization of $4,63Amil 4, 2015 and $4,421 at January 3, 2!
Deferred income taxes and other I-term asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:

Accounts payabl

Accrued payroll and related liabiliti¢

Other accrued liabilitie

Customer advance

Total current liabilities

Other lon¢-term liabilities
Stockholder equity:

Common stock, $0.001 par val

Additional paic¢in capital

Treasury stock, 1,870 shares at April 4, 2015 gAdélshares at January 3, 2(
Accumulated other comprehensive incc
Accumulated defici

Total stockholder equity
Total liabilities and stockholde’ equity

Note: Amounts as of January 3, 2015 are derivea fitte January 3, 2015 audited consolidated finastaéements

See accompanying notes.

3

January 3,
April 4,
2015 2015
(Unaudited)
(In thousands, excep
par value)
$ 17,066 $ 21,48:
33,26¢ 29,59¢
11,56: 12,081
18,96¢ 19,21:
1,83¢ 1,72;
82,69" 84,10¢
12,78« 12,82¢
11,18¢ 17,54
1,78( 1,78(
3,75 3,96¢
99 55
$112,30:  $120,27!
$ 4,767 $ 4,64(
2,84¢ 3,97
5,13} 8,27
2,36¢ 2,551
15,11¢ 19,44¢
2,28¢ 2,20(
23 23
163,39: 161,27:
(12,97¢) (9,989
64¢ 61¢
(56,187 (53,299
94,89¢ 98,63(
$112,30:  $120,27!
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues
Systems and componetl
Technology developmel
Total net revenue
Cost of net revenue
Systems and componetl
Technology developmel
Total cost of net revenui
Gross profit
Operating expense
Research and developm
Selling, general and administrati
Total operating expens
Loss from operation
Interest income and other, r
Loss before income tax
Provision for (benefit from) income tax
Net loss

Net loss per shar
Basic and Dilutet

Weighted average common shares outstani
Basic and Dilutet

INTEVAC, INC.

See accompanying notes.

4

Three months endec
April 4, March 29,
2015 2014
(Unaudited)

(In thousands, except pe
share amounts)

$ 18,08: $ 13,32

1,80: 3,69t
19,88t 17,01¢
11,58t 9,73¢

1,37¢ 2,46¢
12,96: 12,20¢

6,92z 4,81(

4,60¢ 4,27:

5,25: 5,261

9,861 9,53¢
(2,939) (4,724)

79 73
(2,860) (4,651)
33 (130)

$ (2,899 $ (4,529

$ (012 $ (0.19

23,22¢ 23,85¢
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

Three months endec

March 29,
April 4,
2015 2014
(Unaudited)
(In thousands)
Net loss $(2,897) $ (4,52))
Other comprehensive income (loss), before
Change in unrealized net gain on avail-for-sale investment 29 5
Foreign currency translation loss — (32)
Other comprehensive income (loss), before 29 (26)
Income tax provision related to items in other coehensive los — —
Other comprehensive income (loss), net of 29 (26)
Comprehensive los $(2,869) $ (4,54

See accompanying notes.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities

Net loss

Adjustments to reconcile net loss to net cash asti equivalents used in operating activit
Depreciation and amortizatic
Net amortization of investment premiums and dist®
Equity-based compensatic
Change in the fair value of acquisit-related contingent considerati
Deferred income taxe
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

Purchases of leasehold improvements and equip

Net cash and cash equivalents provided by (usddve}ting activities

Financing activities

Proceeds from issuance of common st

Common stock repurchas

Net cash and cash equivalents used in financingtaes

Effect of exchange rate changes on cash and casba&mts

Net increase (decrease) in cash and cash equis

Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

See accompanying notes.

6

Three Months Ended

March 29,
April 4,
2015 2014
(Unaudited)

(In thousands)

$ (2,899 $(4,52)

1,17¢ 1,19(
131 20¢
862 697
(26) 51
— (169)

(1,295 (1,909
84t 74

(2,049 (4,44

(11,476 (2,996
12,000  16,23(
(916) (1,409
(394 11,83

834 1,00(
(2,800 (1,140
(1,979 (140

— (30

(4,412 7,21¢
21,48,  20,12:
$17,06¢ $27,33
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. Basis of Presentatior

In the opinion of management, the unaudited inteximdensed consolidated financial statements ef/&dt, Inc. and its subsidiaries
(Intevac or the Company) included herein have lprepared on a basis consistent with the Janu&§1% audited consolidated financial
statements and include all material adjustmentssisting of normal recurring adjustments, necesgafgirly present the information set fo
therein. These unaudited interim condensed coregelidfinancial 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 January 3, 2015 (“2014
Form 10-K"). Intevac’s results of operations foe tthree months ended April 4, 2015 are not necigssadicative 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 February 2015, the Financial Accounting Standd@dard (“FASB”) issued Accounting Standards Upda&U”) No. 2015-02,
“Consolidations (Topic 810): Amendments to the Qiidsition Analysis”, which amends current consdiiola guidance including changes to
both the variable and voting interest models useddmpanies to evaluate whether an entity shoulcbpsolidated. The amendments in this
ASU will be effective for Intevac in the first quar of fiscal 2016, with early adoption permittéthe adoption of this ASU will not have any
effect on our financial position, results of oparas or cash flows.

In January 2015, the FASB issued ASU No. 2015-0igdme Statement — Extraordinary and Unusual It8astopic 225-20),” which
simplifies income statement presentation by elirngathe concept of extraordinary items. This ASU be effective for Intevac in the first
quarter of fiscal 2016, with early adoption perettiprovided that the guidance is applied from tbgitning of the fiscal year of adoption.
The adoption of this ASU will not have any effeat@ur financial position, results of operationsash flows.

3. Inventories

Inventories are stated at the lower of average amostarket and consist of the following:

January 3,
April 4,
2015 2015
(In thousands)
Raw material $10,86¢ $ 10,68¢
Work-in-progres: 2,541 2,29¢
Finished good 5,561 6,22¢

$18,96¢ $ 19,215

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 April 4, 2015, Intevac had equity-based awardstanding under the 2012 Equity Incentive Planthed2004 Equity Incentive Plan
(the “Plans”) and the 2003 Employee Stock PurclRdae (the “ESPP”). Intevac’s stockholders approaitdf these plans. The Plans permit
the grant of incentive or non-statutory stock omsiorestricted stock, stock appreciation rightstrieted stock units (“RSUs” also referred to
as “performance units”) and performance shares.

The ESPP provides that eligible employees may @mselntevac’'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 encath 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 compensaiboritfe three-month periods ended April 4, 2015 ldiadch 29, 2014 was as follows:
Three Months Ended

April 4, 2015 March 29, 201«
(In thousands)

Equity-based compensation by type of aw:

Stock options $ 31¢ $ 241
RSUs 34C 292
Employee stock purchase pl 20€ 164
Total equit-based compensati $ 862 $ 697

Equity-based compensation expense is based on swthimately expected to vest and such amount bas beduced for estimated
forfeitures. Forfeitures were estimated based tevhat's historical experience, which Intevac beadgto 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-Schagésn 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 twards, and actual employee stock option exepelkavior.

8
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INTEVAC, INC.

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

Option activity as of April 4, 2015 and changesidgithe three months ended April 4, 2015 were #s\is:

Weighted Average

Shares Exercise Price
Options outstanding at January 3, 2015 2,584,93! $ 8.2¢
Options grante: 15,37¢ $ 6.74
Options cancelled and forfeitt (237,15) $ 7.34
Options exercise (21,709 $ 4.2¢
Options outstanding at April 4, 20: 2,341,45, $ 8.3¢
Vested and expected to vest at April 4, 2 2,209,64. $ 8.4¢
Options exercisable at April 4, 20 1,318,92! $ 9.67

Intevac issued 201,000 shares under the ESPP dhartgree months ended April 4, 2015.

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

Three Months Ended

April 4, 2015 March 29, 201«
Stock Options
Weightec-average fair value of grants per sh $ 2.6 $ 4.14
Expected volatility 49.62% 54.71%
Risk free interest rai 1.0(% 1.87%
Expected term of options (in yea 4.C 5.2
Dividend yield None None
Stock Purchase Right
Weightec-average fair value of grants per sh $ 2.2¢ $ 2.1¢
Expected volatility 44.0%% 43.4(%
Risk free interest rai 0.3%% 0.11%
Expected term of purchase rights (in yei 1.22 0.74
Dividend yield None None

The computation of the expected volatility assummiused in the Black-Scholes calculations for stk option grants and purchase
rights is based on the historical volatility ofémtic’s stock price, measured over a period equalet@xpected term of the stock option grant
or purchase right. The risk-free interest rateaisdal on the yield available on U.S. Treasury Stiis an equivalent remaining term. The
expected term of employee stock options represkataeighted-average period that the stock optawasexpected to remain outstanding and
was determined based on historical experiencemifasi awards, giving consideration to the contratterms of the equity-based awards and
vesting schedules. The expected term of purchghésriepresents the period of time remaining inctivreent offering period. The dividend
yield assumption is based on Inte’s history of not paying dividends and the assuomptf not paying dividends in the future.

9
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
RSUs
A summary of the RSU activity is as follows:

Weighted Average

Grant Date

Shares Fair Value
Non-vested RSUs at January 3, 2015 350,42¢ $ 6.62
Granted 144,86( $ 6.84
Vested (2,689 $ 7.94
Cancelled and forfeite (22,079 $ 6.2¢
Non-vested RSUs at April 4, 20: 470,52° $ 6.7(C

RSUs are converted into shares of Intevac comnumk stpon vesting on a one-for-one basis. RSUs &jipiare scheduled to vest over
four years. Vesting of RSUs is subject to the graistcontinued service with Intevac. The compeoragikpense related to these awards is
determined using the fair market value of Intevammon stock on the date of the grant, and the cosgi®n expense is recognized over the
vesting period. In fiscal 2015 and fiscal 2014, dh@ual bonus for certain participants in the Camyfsaannual incentive plan will be settled
with RSUs with one year vesting. The Company aatfoethe payment of bonuses at the expected coyapade payout percentage amount
at April 4, 2015 and March 29, 2014, which amoungse less than the target bonus amounts for eaticipant. The bonus accrual is
classified as a liability until the number of steare determined on the date the awards are graatehich time the Company classifies the
awards into equity. In February 2015, the annualisdor certain participants was settled with R8litk one year vesting, 29 participants
were granted stock awards to receive 133,000 slodsmmon stock with a weighted average grant fiatevalue of $6.85 per share. The
Company recorded equity-based compensation expeleed to the annual incentive plans of $(51,@0@) $161,000 for the three months
ended April 4, 2015 and March 29, 2014, respegtivel

Performance-based RSUs (“performance-based awagasijed in fiscal 2013 to certain executive officare also subject to the
achievement of specified performance goals. Theg®nance-based awards become eligible to vegtibpérformance goals are achieved
and then actually will vest only if the grantee eens employed by Intevac through each applicaldtinvg date. The fair value of these
performance-based awards is estimated on the figtamt and assumes that the specified performgaaks will be achieved. If the goals are
achieved, these awards vest over a specified rémgaservice period, provided that the grantee reamiamployed by Intevac through each
scheduled vesting date. If the performance goalsiat met, no compensation expense is recognizdmnpreviously recognized
compensation expense is reversed. The expectedfoeath award is reflected over the service peaindiis reduced for estimated forfeitul
For performance-based awards granted during f&2H8, the performance goals require the achievenfdatgeted revenues and adjusted
annual operating profit levels measured at theafridlo and three-year periods. In early 2015, tbenensation Committee assessed
performance against the goals following the coniedf the 2year performance period for Tranche 1 and deteminat 5,532 shares of t
awards became earned and therefore eligible f@-based vesting.

10
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INTEVAC, INC.

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

5. Purchased Intangible Assets

Details of finite-lived intangible assets by segtramof April 4, 2015, are as follows.

April 4, 2015
Gross Net
Carrying Accumulated Carrying
Amount Amortization Amount
(In thousands)
Thin-film Equipment $ 7,172 $ (3,82) $ 3,35(
Photonics 1,21¢ (812) 408

$ 8,387 $ (4,639 $ 3,75¢

Total amortization expense of finite-lived intanigbfor the three months ended April 4, 2015 wds3§200.
As of April 4, 2015, future amortization expenseixpected to be as follows.

(In thousands)

2015 $ 64C
2016 852
2017 75€
2018 61E
2019 61E
Thereaftel 274

$3,75¢

6. Acquisition-Related Contingent Consideratior

In connection with the acquisition of Solar Impldm@chnologies, Inc. (“SIT"), Intevac agreed to payhe selling shareholders in cash a
revenue earnout on Intevac’s net revenue from cawialesales of certain products over a specifiedbogeup to an aggregate of $9.0 million.
Intevac estimated the fair value of this contingsorisideration on April 4, 2015 based on probabbidsed forecasted revenues reflecting
Intevac’s own assumptions concerning future revérara such products. As of April 4, 2015, paymemtsde associated with the revenue
earnout obligation have not been significant.

The fair value measurement of contingent considaras based on significant inputs not observethéxmarket and thus represents a
Level 3 measurement. Any change in fair value efdbntingent consideration subsequent to the atiquislate is recognized in operating
income within the statement of operations. Theofeihg table represents a reconciliation of the geain the fair value measurement of the
contingent consideration liability for the three-mtio periods ended April 4, 2015 and March 29, 2014

Three Months Ended

March 29,
April 4,
2015 2014
(In thousands)
Opening balanc $1,13¢ $ 1,38¢
Changes in fair valu (26) 51
Closing balanc: $1,10¢ $ 1,43t

11
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INTEVAC, INC.

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

The following table displays the balance sheetsifi@stion of the contingent consideration lialyilaccount at April 4, 2015 and at
January 3, 2015:

April 4, January 3,
2015 2015
(In thousands)
Other accrued liabilitie $ 32 $ 59
Other lon¢-term liabilities 1,07¢ 1,07t
Total acquisitio-related contingent considerati $1,10¢ $ 1,13/

The following table represents the quantitativegeanf the significant unobservable inputs usedhédalculation of fair value of the
continent consideration liability as of April 4, PR Significant increases or decreases in anyasfelinputs in isolation would result in a
significantly lower (higher) fair value measurement

Quantitative Information about Level 3 Fair Value Measurements at April 4, 201!

Fair Value Valuation Technigue Unobservable Input Range (Weighted Average
(In thousands, except for percentages
Revenue Earnout $ 1,10¢ Discounted cash flow Weighted average cost of capi 15.6%
Probability weighting of achievir
revenue forecas 20.0%- 80.0% (45.3%

7. Warranty

Intevac provides for the estimated cost of warrawiten revenue is recognized. Intevac’s warranpeiscontract terms and for its disk
manufacturing, PV manufacturing and display co\argd manufacturing systems the warranty typicallyges between 12 and 24 months
from customer acceptance. For systems sold thrawdistributor, Intevac offers a 3 month warrantge Temainder of any warranty period is
the responsibility of the distributor. During thisrranty period any defective non-consumable maageplaced and installed at no charge to
the customer. The warranty period on consumablis malimited to their reasonable usable livesevat uses estimated repair or replacement
costs along with its historical warranty experietweetermine its warranty obligation. Intevac gatlg provides a twelve month warranty on
its Photonics’ products. The provision for the mstied future costs of warranty is based upon hiéstibcost and product performance
experience. Intevac exercises judgment in detengittie underlying estimates.

On the condensed consolidated balance sheetddhieterm portion of the warranty provision is inded in other accrued liabilities,
while the long-term portion is included in othendpterm liabilities. The expense associated withdpct warranties issued or adjusted is
included in cost of net revenues on the condenseddtidated statements of operations.

12
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INTEVAC, INC.

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

The following table displays the activity in the manty provision account for the three-month pesiedded April 4, 2015 and
March 29, 2014:

Three Months Ended

March 29,
April 4,
2015 2014
(In thousands)
Opening balanc $1,18¢ $ 1,647
Expenditures incurred under warrani (130 (30%5)
Accruals for product warranties issued during #gorting perioc 39¢€ 284
Adjustments to previously existing warranty accst (100 (299
Closing balanc $ 1,352 $ 1,331

The following table displays the balance sheetsifizsition of the warranty provision account at Agr 2015 and at January 3, 2015:

April 4, January 3,
2015 2015
(In thousands)
Other accrued liabilitie $1,111 $ 1,02:
Other lon¢-term liabilities 241 164
Total warranty provisiol $1,35:2 $ 1,18¢

8. 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 tHigeef or director is, or was serving, at
Intevac’s request in such capacity. These inderatifin obligations are valid as long as the dineotmfficer acted in good faith and in a
manner the person reasonably believed to be imtoopposed to the best interests of the Companyveitid respect to any criminal action or
proceeding, had no reasonable cause to believa hisr conduct was unlawful. The maximum potergrabunt 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 pagla 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 judgments for intellectual property elairelated to the use of its products. Such indécation obligations may not be subject to
maximum loss clauses. Historically, payments matited to these indemnifications have been imnadteri

Letters of Credit

As of April 4, 2015, we had letters of credit arahk guarantees outstanding totaling $1.8 millianluding the standby letter of credit
outstanding under the Santa Clara, Californiaitgddase and a banker's guarantee which guaractegemer advances under a customer
contract.

13
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INTEVAC, INC.

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

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

April 4, 2015
Unrealized Unrealizec
Amortized
Holding Holding
Cost Gains Losses Fair Value
(In thousands)
Cash and cash equivaler
Cash $ 2,71 $ — $ — $ 2,71°
Money market fund 14,35¢ — — 14,35¢
Total cash and cash equivale $ 17,06¢ $ — $ — $ 17,06¢
Shor-term investments
Commercial pape $ 6,991 $ 1 $ — $ 6,99:
Corporate bonds and medi-term notes 18,48¢ 8 1 18,49¢
Municipal bonds 2,77 3 — 2,77:
U.S. treasury and agency securi 4,99¢ 7 — 5,00¢
Total shor-term investment $ 33,24¢ $ 19 $ 1 $ 33,26¢
Long-term investments
Corporate bonds and medi-term notes $ 2,021 $ 2 $ — $ 2,02:
Municipal bonds 3,16 1 6 3,16:
U.S. treasury and agency securi 5,991 13 — 6,00/
Total lon¢-term investment $11,17¢ $ 16 $ 6 $11,18¢
Total cash, cash equivalents, and investm $ 61,49¢ $ 35 $ 7 $ 61,52

14
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)
January 3, 201%
Unrealized Unrealized
Amortized
Holding Holding
Cost Gains Losses Fair Value
(In thousands)
Cash and cash equivaler
Cash $ 4,94t $ — $ — $ 4,94¢
Money market fund 16,53¢ — — 16,53¢
Total cash and cash equivale $ 21,48: $ — $ — $ 21,48:
Shor-term investments
Commercial pape $ 2,99t $ 2 $ — $ 2,997
Corporate bonds and medi-term notes 21,20: 2 6 21,19¢
Municipal bonds 5,392 11 1 5,40z
Total shor-term investment $ 29,59( $ 15 $ 7 $ 29,59¢
Long-term investments
Corporate bonds and medi-term notes $ 6,26¢ $ 1 $ 4 $ 6,26
Municipal bonds 2,29( — 8 2,282
U.S. treasury and agency securi 8,99¢ 3 1 8,99
Total lon¢-term investment $ 17,55! $ 4 $ 13 $ 17,540
Total cash, cash equivalents, and investm $ 68,621 $ 19 $ 20 $ 68,62:

The following table provides the fair market vabfdntevac’s investments with unrealized losse$ #na not deemed to be other-than
temporarily impaired as of April 4, 2015.

April 4, 2015
In Loss Position for In Loss Position for
Less than 12 Months Greater than 12 Months
Gross Gross
Unrealized Unrealized
Fair
Value Losses Fair Value Losses
(in thousands)
Corporate bonds and medi-term notes $ 8,07t $ 1 $ — $ —
Municipal bonds 2,66¢ 6 — —
$10,74« $ 7 $ — $ —

The contractual maturities of available-for-saleusities at April 4, 2015 are presented in thediaihg table.

Amortized
Cost Fair Value
(In thousands)
Due in one year or le: $ 47,60: $ 47,62:
Due after one through two yes 11,17¢ 11,18¢

$ 58,78¢ $ 58,81:

All prices for the fixed maturity securities incind U.S. Treasury and agency securities, commepeipér, corporate bonds and
municipal bonds are received from independentmgisiervices utilized by Intevac’s outside investtmaanager. This investment manager
performs a review of the pricing methodologies anmits utilized by the independent pricing servif@seach asset type priced by the ven
In addition, on at least an annual basis, the invest manager conducts due diligence visits areii@ws with each pricing vendor to verify
the inputs
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
(Unaudited)

utilized for each asset class. The due diligensiésvinclude a review of the procedures performgddch vendor to ensure that pricing
evaluations are representative of the price thatlavbe received to sell a security in an ordedynsaction. Any pricing where the input is
based solely on a broker price is deemed to bevall3eprice. Intevac uses the pricing data obtaineah its outside investment manager as
the primary input to make its assessments andrdetations as to the ultimate valuation of the abmeantioned securities and has not made,
during the periods presented, any material adjustsrte such inputs.

The following table represents the fair value hielg of Intevac’s available-fosale securities measured at fair value on a requlyasi:
as of April 4, 2015.

Fair Value
Measurements
at April 4, 2015
Total Level 1 Level 2
(In thousands)

Recurring fair value measuremer
Available-for-sale securitie

Money market fund $14,35¢ $14,35¢ $ —
U.S. treasury and agency securi 11,00¢ 9,00¢ 2,001
Commercial pape 6,992 — 6,992
Corporate bonds and medi-term notes 20,51¢ — 20,51¢
Municipal bonds 5,93¢ — 5,93¢
Total recurring fair value measureme $58,81: $23,36¢ $35,44

10. Derivative Instruments

The Company uses foreign currency forward contracisitigate variability in gains and losses getestdrom the re-measurement of
certain monetary assets and liabilities denominattddreign currencies and to offset certain ogeratl exposures from the impact of changes
in foreign currency exchange rates. These derigatare carried at fair value with changes recond@tterest income and other, net in the
consolidated statements of operations. Changémifatr value of these derivatives are largelyetffsy re-measurement of the underlying
assets and liabilities. Cash flows from such déirres are classified as operating activities. Teawatives have original maturities of
approximately 30, 60, 210 and 240 days.

The following table summarizes the Company’s ouiditag derivative instruments on a gross basis @xrded in its condensed
consolidated balance sheets as of April 4, 2015Jandary 3, 2015:

Notional Amounts Derivative Assets Derivative Liabilities
April 4, January 3,
April 4, January 3, April 4, January 3,
Derivative Instrument 2015 2015 2015 2015 2015 2015
Balance Balance Balance Balance
Sheet Fair Sheet Fair Sheet Fair Sheet Fair
Line Value Line Value Line Value Line Value
(in thousands)
Undesignated Hedge
Forward Foreign Currency
Contracts $1,52( $ 2,647 (@ $16 (8 $ 10 by $ 3 by $ 4
Total Hedge: $1,52C $ 2,64 $ 16 $ 10 $ 3 4

(a) Prepaid expenses and other current a:
(b) Other accrued liabilitie
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11. Equity
Stock Repurchase Progral

On November 21, 2013, Intevac’s Board of Directgproved a stock repurchase program authorizirtg $30.0 million in
repurchases. At April 4, 2015, $17.0 million rengavailable for future stock repurchases undergparchase program.

The following table summarizes Intevac’s stock repases:

Three Months Ended

April 4, 2015 March 29, 2014

(In thousands, except per share amountt
Shares of common stock repurcha 443 13¢
Cost of stock repurchasi $ 2,981 $ 1,05(
Average price paid per she $ 6.71 $ 7.6

Intevac records treasury stock purchases undeara$temethod using the first-in, first-out (FIFO)timed. Upon reissuance of treasury
stock, amounts in excess of the acquisition casteedited to additional paid in capital. If Intev@issues treasury stock at an amount below
its acquisition cost and additional paid in capétssociated with prior treasury stock transactisimssufficient to cover the difference between
the acquisition cost and the reissue price, thifsr@ince is recorded against retained earnings.

Accumulated Other Comprehensive Incor

The changes in accumulated other comprehensiven@dry component for the three months ended Ap&D45 and March 29, 2014,
are as follows.

Three Months Ended Three Months Ended
April 4, 2015 March 29, 2014
Unrealized Unrealized
holding gains holding gains
on available- on available-
Foreign for-sale Foreign for-sale
currency investments Total currency investments Total
(In thousands)
Beginning balanc $ 62C $ (1) $61¢ $ 691 % 34  $72t
Other comprehensive income
(loss) before reclassificatic — 29 29 (31 5 (26)
Amounts reclassified from other
comprehensive incon — — — — — —
Net currer-period other comprehensive income (Ic — 29 29 (31) 5 (26)
Ending balanc: $ 62C % 28 $64€ $ 66C $ 39  $69¢
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12. Net Loss Per Share
The following table sets forth the computation asiz and diluted loss per share:

Three Months Ended

March 29,
April 4,
2015 2014
(In thousands)

Net loss $(2,899) $ (4,52))
Weightec-average share basic 23,22¢ 23,85¢

Effect of dilutive potential common shar — —
Weightec-average share- diluted 23,22¢ 23,85¢
Net loss per shar basic $ (0.12) $ (0.19
Net loss per shar diluted $ (0.12) $ (0.19
Antidilutive shares based on employee awards exd 2,17¢ 1,84¢

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

13. Segment Reporting

Intevac’s two reportable segments are: Thin-filnupgent and Photonics. Effective in the first geadf 2015, Intevac renamed the
Equipment segment Thin-film Equipment. Intevac’'s&e€loperating decisiomaker has been identified as the President and GBEO@review:
operating results to make decisions about allogatisources and assessing performance for the &€dimpany. Segment information is
presented based upon Intevac’'s management organizatucture as of April 4, 2015 and the distinethature of each segment. Future
changes to this internal financial structure maultein changes to the reportable segments distlose

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

Intevac derives the segment results from its imtienmanagement reporting system. The accountingipslintevac uses to derive
reportable segment results are substantially thee s those used for external reporting purposasalyement measures the performance of
each reportable segment based upon several métdtsding orders, net revenues and operating ircdvianagement uses these results to
evaluate the performance of, and to assign resstiogeach of the reportable segments. Intevac gesnzertain operating expenses separ
at the corporate level. Intevac allocates certhth@se corporate expenses to the segments in anrdraqual to 3% of net revenues. Segment
operating income excludes interest income/expendether financial charges and income taxes acegrdi 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 Thin-film Equipment segment designs, developgkraarkets vacuum process equipment solutionsigbryolume manufacturing «
small substrates with precise thin-film properfishard drive, solar cell and cell phone manufeatsias well as other adjacent thin-film
deposition applications.
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The Photonics segment develops compact, cost-eettigh-sensitivity digital-optical products fire capture and display of low-light
images and the optical analysis of materials. ktgyrovides sensors, cameras and systems for gogatrmpplications such as night vision
and long-range target identification.

Information for each reportable segment for the¢hmonths ended April 4, 2015 and March 29, 2054 i®llows:

Net Revenues

Three Months Ended

March 29,
April 4,
2015 2014
(In thousands)
Thin-film Equipment $10,62¢ $ 9,041
Photonics 9,25i 7,96¢
Total segment net revenu $19,88: $17,01¢

Operating Loss

Three Months Ended

March 29,
April 4,
2015 2014
(In thousands)
Thin-film Equipment $(3,297) % (4,14)
Photonics 1,47 90¢
Total segment operating profit (los (1,820 (3,239
Unallocated cost (1,119 (1,497
Loss from operation (2,939 (4,729
Interest income and other, r 79 73
Loss before income tax $(2,860  $ (4,65))
Total assets for each reportable segment as of Ap2015 and January 3, 2015 are as follows:
Assets
January 3,
April 4,
2015 2015
(In thousands)

Thin-film Equipment $ 29,64 $ 30,67(
Photonics 17,26( 17,12¢
Total segment asse 46,90" 47,79¢
Cash, cash equivalents and investm 61,52 68,62:
Restricted cas 1,78( 1,78(
Deferred income taxe 52 5
Other current asse 84C 98¢
Common property, plant and equipm 1,20( 1,08
Consolidated total asse $112,30: $120,27!
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14. Restructuring Charges

During the first quarter of fiscal 2015, Intevadstantially completed implementation of the 2015tgeduction plan (the “Plan”),
which was intended to reduce expenses and reduemrikforce by 3 percent. The cost of implementhgPlan was reported under cost of
net revenues and operating expenses in the cordlenssolidated statements of operations. Subsligralhcash outlays in connection with
the Plan occurred in the first quarter of fiscal20ilmplementation of the Plan is expected to rediadary, wages and other employee-related
expenses by approximately $1.4 million on an anbaals.

During the first half of fiscal 2014, Intevac sudnstially completed implementation of the 2014 gestuction plan (the “2014 Plan”),
which was intended to reduce expenses and reduasikforce by 6 percent. The cost of implementhng 2014 Plan was reported under
of net revenues and operating expenses in the neadeconsolidated statements of operations. Suladbaall cash outlays in connection
with the Plan occurred in the first half of fis@il14. Implementation of the 2014 Plan is expeata@duce salary, wages and other employee-
related expenses by approximately $2.1 million manual basis. As of April 4, 2015, activitiesated to the 2014 Plan were complete.

The changes in restructuring reserves associatbdiva Plans for the three months ended April 4528nd March 29, 2014 are as
follows:

Three Months Ended

April 4, March 29,
2015 2014
Severance an Severance an
other other
employee- employee-
related costs related costs
(In thousands)
Beginning balanc $ — $ —
Provision for restructuring reserv 14¢ 227
Cash payments mau (149 (227)
Ending balanc: $ — $ —

15. Income Taxes

Intevac recorded an income tax provision of $33@0@he three months ended April 4, 2015 and aonme tax benefit of $130,000 for
the three months ended March 29, 2014. The incamprovisions for the three month periods are bageh estimates of annual income
(loss), annual permanent differences and stattigoryates in the various jurisdictions in whicheivaic operates. Intevac did not recognize a
benefit on the U.S. net operating loss for thegahmonth periods ended April 4, 2015 and March Pa42due to having full valuation
allowances on the U.S. deferred tax assets. Int@dacot recognize a benefit on the Singapore petating loss for the three months ended
April 4, 2015 due to having full valuation allowascon the Singapore deferred tax assets. Intetacimte differs from the applicable
statutory rates due primarily to establishment ehlmation allowance, the utilization of deferrelacurrent credits and the effect of
permanent differences and adjustments of prior paant differences. Intevac’s future effective ineotax rate depends on various factors
including, the level of Intevac’s projected earrsinthe geographic composition of worldwide earnjtas regulations governing each region,
net operating loss carryforwards, availability @k tredits and the effectiveness of Intevac’s faxming strategies. Management carefully
monitors these factors and timely adjusts the &ffeéncome tax rate.
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16. Commitments and Contingencies

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

This Quarterly Report on Form 10-Q contains forwimaking statements, which involve risks and 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, operakpgenses, interest income, income taxes,
cash balances and financial results in 2015 andrabyprojected customer requirements for Intevaelw 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 and the Gowis ability to achieve cost savings. Intevac'siatresults may differ materially from
the results discussed in the forward-looking statesifor a variety of reasons, including thosdath under “Risk Factors” and in other
documents we file from time to time with the Seties and Exchange Commission, including our AniRegport on Form 10-K filed on
February 17, 2015, and our periodic Form 10-Q’s o 8-K's.

Overview

Intevac provides process manufacturing equipmdatieas to the hard disk drive industry and offbigh-productivity, thin-film
processing systems to the PV industry and to adfanarkets for thin-film deposition applicationglnding the display cover panel market.
Intevac also provides sensors, cameras and syfbemavernment applications such as night visiod lmmg-range target identification.
Intevac’s customers include manufacturers of héskl drives, PV cells and cell phones as well ad tt#® government and its agencies and
contractors. Intevac reports two segments: Thin-flquipment and Photonics. Effective in the fingader of 2015, Intevac renamed the
Equipment segment Thin-film Equipment.

Product development and manufacturing activitie=io North America and Asia. Intevac has fielflagfs in Asia to support its
equipment customers. Intevac’s equipment and sepneducts are highly technical and are sold piilsntrrough Intevacs direct sales forci
Intevac also sells its products through distribsiiarJapan and China.

Intevac’s results are driven by worldwide demandhfard disk drives, which in turn depends on theagh in digital data creation and
storage, the rate of areal density improvementsettd-user demand for personal computers, entemgais storage, including on-line, cloud
storage and near-line applications, personal aanlibvideo players and video game platforms thatiitecsuch drives. Demand for Intevac’s
equipment is impacted by Intevac’s customers’ neamarket share positions and production capads. Intevac continues to execute its
strategy of equipment diversification into new nedgkby introducing new products for PV solar cellmafacturing and most recently a thin-
film PVD application for protective coating for gigy cover panel manufacturing. Intevac believes #xpansion into these markets will
result in incremental equipment revenues for Intearad decrease Intevac’s dependence on the h&rdrilie industry. Intevac’s equipment
business is subject to cyclical industry conditimsdemand for manufacturing equipment and sesdaa change depending on supply and
demand for hard disk drives, PV cells, and celln@#®oas well as other factors such as global ecanooniditions and technological advances
in fabrication processes.

The following table presents certain significantasierements for the three months ended April 4, 20tbMarch 29, 2014:

Three Months Ended
March 29, Change ove

April 4,
2015 2014 prior period
(In thousands, except percentages ar
per share amounts)

Net revenue $19,88: $17,01¢ $ 2,87(
Gross profit $ 6,927 $ 4,81( $ 2,11
Gross margin perce 34.8% 28.2% 7 point:
Net loss $(2,8979) $ (4,52)) $ 1,62t
Loss per diluted shal $ (0.12) $ (0.19 $ 0.07
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Net revenues increased during the first quartdisodl 2015 compared to the same period in the gear primarily due to higher
equipment sales and higher Photonics product saffisgt in part by lower Photonics technology depehent contracts. Thin-film Equipment
recognized revenue on one 200 Lean system in hetfirst quarter of fiscal 2015 and fiscal 2014irFilm Equipment also recognized
revenue on the first VERTEX™ coating system foptiy cover panels in the first quarter of fiscal20rhe net loss for the first quarter of
fiscal 2015 decreased compared to the same perithet iprior year due to higher revenues and immgt@ress margins offset in part by
slightly higher operating expenses as the Compaenmncremental investments in research and develop(“R&D”).

In fiscal 2015, although Intevac expects positic@ngh for media unit shipments, Intevac expects tha hard disk drive customers’
media production capacity will continue to exceedhdnd and the company therefore expects that shisméIntevac equipment to hard c
drive manufacturers will be approximately at theedevels as 2014. In 2015, Intevac expects higales of new thin-film equipment
products as Intevac delivers the initial producthipments of our coating system for display cgaerels and as solar cell manufacturers
begin to adopt new vacuum technologies in the netufing of solar cells. For fiscal 2015, Intevapects that Photonics business levels
be about the same levels as 2014 as Photonicswaestto deliver production shipments of the piighhvision systems for the Apache
helicopter.

Intevac’s trademarks, include the following: “208dn®,” “AccuLuber™,” “EBAPS®,” “ENERG i ™,” “I-Port™,” “LithoPrime™,”
“LIVAR @ " “INTEVAC MATRIX™,” “MicroVista ®,” “NightVista ®,” “Night Port™” and “INTEVAC VERTEX™",

Results of Operations

Net revenues
Three Months Ended
March 29, Change ove
April 4,
2015 2014 prior period
(In thousands)
Thin-film Equipment $10,62¢ $ 9,047 $ 1,581
Photonics
Products 7,45¢ 4,27: 3,181
Contract R&D 1,80: 3,69¢ (1,892
9,251 7,96¢ 1,28¢
Total net revenue $19,88t¢ $17,01¢ $  2,87(

Thin-film Equipment revenue for both the three nisnénded April 4, 2015 and March 29, 2014 incluadasenue recognized for one
200 Lean system, disk equipment technology upgraddspare parts. Thin-film Equipment revenue lierthree months ended April 4, 2015
included the first VERTEX coating system for digptaover panels. Thin-film Equipment revenue fortbtite three months ended
April 4, 2015 and March 29, 2014 did not includg aales of solar tools.

Photonics revenue for the three months ended Ap#D15 increased over the same period in the pear as a result of increased
product sales offset in part by lower contract R&bBrk. The increase in product sales resulted floaramp in production deliveries for the
Apache pilot night viewing camera during 2014.

23



Table of Contents

Backlog
January 3, March 29,
April 4,
2015 2015 2014
(In thousands)

Thin-film Equipment $16,15¢ $ 17,74 $ 8,451
Photonics 23,01: 30,68: 43,39¢

Total backloc $39,16 $ 48,42¢ $51,84¢

Thin-film Equipment backlog at April 4, 2015 incled one PV deposition system and one PV implanerysthin-film Equipment
backlog at January 3, 2015 included one 200 Lesatesy, one PV deposition system, one PVD coatinggsy$or display cover panels and

one PV implant system. Thin-film Equipment back&igiarch 29, 2014 included one PV deposition systathone PVD coating system for
display cover panels.

Revenue by geographic region
Three Months Ended
March 29, Change ove
April 4,
2015 2014 prior period

(In thousands)
United State: $16,61¢ $ 14,50¢ $ 2,10¢
Asia 2,38¢ 1,48( 90¢
Europe 88: 1,025 (149
Total net revenue $19,88¢ $17,01¢ $ 2,87(

International sales include products shipped tosmas operations of U.S. companies. U.S. salestm2915 and 2014 included the
delivery of a 200 Lean system to a U.S. factorg &f.S. customer. The increase in sales to therdggon in 2015 versus 2014 reflected
higher sales of pilot night vision cameras for &pache helicopter and higher camera sales to anbitis customer. The increase in sales to
the Asia region in 2015 versus 2014 was primarilg tb the sale of the first VERTEX coating systemdisplay cover panels. The decrease

in sales to the Europe region in 2015 versus 20dgtprimarily due to lower sales of Photonics’ dibitight-vision cameras to a NATO
customer.

Gross profit
Three Months Ended
April 4, March 29, Change ove
2015 2014 prior period
(In thousands, except percentage:
Thin-film Equipment gross prof $3,02¢ $ 2,00¢ $ 1,02
% of Thir-film Equipment net revenue 28.5% 22.2%
Photonics gross prof $3,89¢ $ 2,804 $ 1,092
% of Photonics net revenu 42.1% 35.2%
Total gross profi $6,927 $ 4,81( $ 211
% of net revenue 34.&% 28.2%

Cost of net revenues consists primarily of purctiasaterials and costs attributable to contract R&mJ also includes fabrication,
assembly, test and installation labor and overheastomer-specific engineering costs, warrantys;esyalties, provisions for inventory
reserves and scrap.

Thin-film Equipment gross margin was 28.5% in theee months ended April 4, 2015 and increased #2r2% in the three months
ended March 29, 2014. The improvement in margins dee to higher factory absorption and lower exe@skobsolete inventory charges.
Gross margins in the Thifilm Equipment business will vary depending on aniver of factors, including revenue levels, produit, produc
cost, system configuration and pricing, factoryizdtion, and provisions for excess and obsoleteritory.
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Photonics gross margin was 42.1% in the three nscentided April 4, 2015 and increased from 35.2%énthree months ended
March 29, 2014 due primarily to a change in produist to higher-margin product sales.

Research and development

Three Months Ended

April 4, March 29, Change ove
2015 2014 prior period
(In thousands)
Research and development expe $4,60¢ $ 4,27: $ 33t

Research and development spending increased infilthiEquipment and in Photonics during the thregnths ended April 4, 2015 as
compared to the three months ended March 29, Z0fetincrease in Thin-film Equipment spending was gdamarily to increased PV
development associated with a JDP with a custoaofiisgt in part by cost containment efforts. The@ase in Photonics spending was due
primarily to lower billable contract R&D efforts.@earch and development expenses do not incluteafdsl.4 million and $2.5 million for
the three-month periods ended April 4, 2015 anddW&9, 2014, respectively, which are related tdarusr-funded contract R&D programs
at Photonics and therefore included in cost off@e¢nues.

Sdlling, general and administrative

Three Months Ended

April 4, March 29, Change ove
2015 2014 prior period
(In thousands)
Selling, general and administrative expe $5,25¢ $ 5,261 $ 8)

Selling, general and administrative expense canpistnarily of selling, marketing, customer suppéirtancial and management costs.
Selling, general and administrative expenses fetlihee months ended April 4, 2015 were flat comgao the three months ended
March 29, 2014. Lower variable compensation progeapense and savings from cost reduction initigtiveere offset by increased equity
compensation expense. Selling, general and admatiis spending in the three months ended Marcl2@94 also included professional
service costs associated with a contested Boabdrettors election.

Cost reduction plans

During the first quarter of fiscal 2015, Intevadstantially completed implementation of the 2015tgeduction plan (the “Plan”),
which was intended to reduce expenses and reduamikforce by 3 percent. The total cost of impletimg the Plan was $148,000 of which
$81,000 was reported under cost of net revenue$6n@00 was reported under operating expensestaiially all cash outlays in
connection with the Plan occurred in the first geiaof fiscal 2015. Implementation of the Planxpected to reduce salary, wages and other
employee-related expenses by approximately $1 Homibn an annual basis.

During the first quarter of fiscal 2014, Intevadstantially completed implementation of the 201dteeduction plan (the “2014 Plan”),
which was intended to reduce expenses and redua@rkforce by 5 percent. The total cost of implativey the 2014 Plan was $227,000 of
which $43,000 was reported under cost of net resgiand $184,000 was reported under operating eepeBabstantially all cash outlays in
connection with the 2014 Plan occurred in the fitgarter of fiscal 2014. As of April 4, 2015, adtiies related to the 2014 Plan were
complete.
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Interest income and other, net

Three Months Ended

April 4, March 29, Change ove
2015 2014 prior period
(In thousands)
Interest income and other, r $ 79 $ 73 $ 6

Interest income and other, net in the three moaticked April 4, 2015 included $53,000 of interesbime on investments, various other
income of $6,000 and $20,000 of foreign currendpgdnterest income and other, net in the threathwended March 29, 2014 included
$47,000 of interest income on investments, varatbsr income of $22,000 and $4,000 of foreign auryegains. The increase in interest
income in the three months ended April 4, 2015Iteddrom higher interest rates offset in part byér invested balances.

Income tax benefit

Three Months Ended

April 4, March 29, Change ove
2015 2014 prior period
(In thousands)
Income tax (provision) bene $ (33 $ 13C $ (169)

Intevac recorded an income tax provision of $33f@@@he three months ended April 4, 2015 and aorime tax benefit of $130,000 for
the three months ended March 29, 2014. The incamprovisions for the three month periods are baget estimates of annual income
(loss), annual permanent differences and stattioryates in the various jurisdictions in whicheivaic operates. Intevac did not recognize a
benefit on the U.S. net operating loss for eitlfahe three month periods ended April 4, 2015 araddl 29, 2014 due to having full valuat
allowances on the U.S. deferred tax assets. Intéiacot recognize a benefit on the Singapore petating loss for the three months ended
April 4, 2015 due to having full valuation allowagcon the Singapore deferred tax assets. Intetaciate differs from the applicable
statutory rates due primarily to establishment ehlmation allowance, the utilization of deferrelacurrent credits and the effect of
permanent differences and adjustments of prior paent differences. Intevac’s future effective ineotax rate depends on various factors
including, the level of Intevac’s projected earrsinthe geographic composition of worldwide earnjigs regulations governing each region,
net operating loss carryforwards, availability @f tredits and the effectiveness of Intevac’s farnmng strategies. Management carefully
monitors these factors and timely adjusts the &ffeéncome tax rate.

Liquidity and Capital Resources

At April 4, 2015, Intevac had $61.5 million in caslash equivalents, and investments compared t® $6@lion at January 3, 2015.
During the first three months of 2015, cash, caghivalents and investments decreased by $7.1 midlice primarily to cash used by
operating activities, repurchases of common stackpurchases of fixed assets partially offset Ishaaceived from the sale of Intevac
common stock to Intevac’s employees through Intevamployee benefit plans.

26



Table of Contents

Cash, cash equivalents and investments consikedbtlowing:

January 3,
April 4,
2015 2015
(In thousands)

Cash and cash equivale $17,06¢ $ 21,48:
Shor-term investment 33,26¢ 29,59¢
Long-term investment 11,18¢ 17,54:
Total cash, cash equivalents and investm $61,52: $ 68,62:

Operating activities used cash of $2.0 million dgrthe first three months of 2015 and of $4.4 millduring the first three months of
2014. The decrease in cash used by operatingtagiwas due primarily to a smaller net loss, dases in working capital during the first
three months of 2015 and lower bonus paymentsaalf2014 bonuses were primarily settled in RSUs.

Accounts receivable totaled $11.6 million at Aghjl2015 compared to $12.1 million at January 35200t inventories totaled
$19.0 million at April 4, 2015 compared to $19.2limn at January 3, 2015. Accounts payable tot&é@ million at April 4, 2015 compared
to $4.6 million at January 3, 2015. Other accrugilities decreased to $5.1 million at April 4,12%compared to $8.3 million at
January 3, 2015. Other accrued liabilities at Jan8a2015 included $4.3 million of deferred reverassociated with two completed systems
at customer sites that were undergoing installadioth acceptance testing and an accrual of $2.lomitbr unsettled trades for purchases of
investments at January 3, 2015. Other accrueditiabiat April 4, 2015 included $2.9 million of fdgred revenue associated with a compl
system at a customer site that is undergoing iasitah and acceptance testing. Customer advanegsated from $2.6 million at
January 3, 2015 to $2.4 million at April 4, 2015.

Investing activities used cash of $394,000 durivegfirst three months of 2015. Proceeds from s#fl@svestments net of purchases
totaled $524,000. Capital expenditures for theghmonths ended April 4, 2015 were $918,000.

Financing activities in the first three months 68 used cash of $2.0 million. The sale of Intes@mmon stock to Intevac’'s employees
through Intevac’s employee benefit plans generesesth $834,000. Cash used to repurchase sharemofaostock under the Company’s
stock repurchase program totaled $2.8 million fier three months ended April 4, 2015.

Intevac’s investment portfolio consists principadfyinvestment grade money market mutual funds, Ur8asury and agency securities,
commercial paper, municipal bonds and corporat&fomtevac regularly monitors the credit risktminvestment portfolio and takes
measures, which may include the sale of certaiargéxs, to manage such risks in accordance wétinikestment policies.

As of April 4, 2015, approximately $6.4 million oash and cash equivalents and $780,000 of restricteh were domiciled in foreign
tax jurisdictions. Intevac expects a significanttipm of these funds to remain off shore in therskterm. If the Company chose to repatriate
these funds to the United States, it would be regluio accrue and pay additional taxes on anyqodf the repatriation where no United
States income tax had been previously provided.

Intevac believes that its existing cash, cash ed@nts and investments will be sufficient to mégtash requirements for the foresee
future. Intevac intends to undertake approxima®&lyd million to $8.0 million in capital expenditereluring the remainder of 2015.

Off-Balance Sheet Arrangements

Off-balance sheet firm commitments relating to tarding letters of credit amounted to approxima$dly8 million as of April 4, 2015.
We do not maintain any other off-balance sheengements, transactions, obligations, or otherigglahips that would be expected to have a
material current or future effect on the consokdifinancial statements.
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Critical Accounting Policies and Estimates

The preparation of financial statements and reldisdosures in conformity with accounting prineglgenerally accepted in the United
States of America ("US GAAP”) requires managemennake judgments, assumptions and estimates fieat #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 17, 2015.t@larof these significant accounting policies asasidered to be critical accounting
policies, as defined below.

A critical accounting policy is defined as one ttsaboth 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 eventshadetffects cannot be determined with certaintjevac bases its estimates on
historical experience and on various other assumgtbelieved to be applicable and reasonable uhdaircumstances. These estimates may
change as new events occur, as additional infoomasi obtained and as Intevac’s operating envirgriroleanges. These changes have
historically been minor and have been includedhe&donsolidated financial statements as soon gme known. In addition,
management is periodically faced with uncertaintiee outcomes of which are not within its conant will not be known for prolonged
periods of time. Many of these uncertainties aseuised in the section below entitled “Risk Fact@ased on a critical assessment of
Intevac’s accounting policies and the underlyimdgjoments 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 openat

For further information about Intevac’s other @i accounting policies, see the discussion oicatiaccounting policies in Intevac’s
2014 Form 10-K. Management believes that therebbags no significant change during the three moatided April 4, 2015 to the items
identified as critical accounting policies in Iné&vs 2014 Form 10-K.
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ltem 3. Quantitative and Qualitative Disclosures About MarkRisk

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, diversifizat and maturities of its investments in order teserve principal and maintain liquidity. All
investment securities in Intevac's portfolio haveivestment grade credit rating. Investments sipicconsist of commercial paper,
obligations of the U.S. government and its agenciegporate debt securities and municipal bonds.

The table below presents principal amounts ande@hlaeighted-average interest rates by year of@gdematurity for Intevac’s
investment portfolio at April 4, 2015.

Fair
2015 2016 2017 Total Value
(In thousands, except percentage:
Cash equivalent
Variable rate amoun $14,35¢ — — $14,35¢ $14,35¢
Weightec-average rat 0.0€6% — —
Shor-term investment
Fixed rate amount $19,97- $11,27: — $31,24¢ $31,26:
Weightec-average rat 1.52% 1.2€% —
Variable rate amoun $ 2,00 — — $ 2,00 $ 2,004
Weightec-average rat 0.56% — —
Long-term investment
Fixed rate amount — $ 8,16¢ $3,01¢ $11,17¢ $11,18¢
Weighteaverage rat — 1.07% 0.96%
Total investment portfoli $36,33: $19,43¢ $3,01¢ $58,78: $58,81:

Foreign exchangerisk. From time to time, Intevac enters into foreign eaay forward exchange contracts to hedge certaitis of
anticipated foreign currency re-measurement exgasand to offset certain operational exposures fl@mmpact of changes in foreign
currency exchange rates. The objective of thestas is to minimize the impact of foreign currgmxchange rate movements on Intevac’s
operating results. The derivatives have originalumites of approximately 30, 60, 210 and 240 ddy notional amount of Company’s
foreign currency derivatives was $1.5 million atridg, 2015 and $2.6 million at January 3, 2015.

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

Intevac maintains a set of disclosure controlsgnodedures that are designed to ensure that infammgelating 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 lAatonnection with the filing of this Form 10-Qrftihe quarter ended April 4, 2015, as
required under Rule 13a-15(b) of the Exchange &ttevaluation was carried out under the supervigimhwith the participation of
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 Apr@15.

Attached as exhibits to this Quarterly Report amifications of the CEO and the CFO, which areuresfl in accordance with Rule 13a-
14 of the Exchange Act. This Controls and Proceslaeetion includes the information concerning thretiols evaluation referred to in the
certifications, and it should be read in conjunettiath the certifications for a more complete ursti@nding of the topics presented.
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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 erntbatesuch information is accumulated
and communicated to our management, including t8® @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@samt expect that Intevac’s Disclosure Controlsit@vac's internal control over
financial reporting will prevent all error and &khud. 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®of a control system must reflect the fact
that there are resource constraints, and the beméftontrols 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 isamésinstances of fraud, if any, within Inte
have been detected. These inherent limitationsidiecthe realities that judgments in decision-makiag be faulty and that breakdowns can
occur because of simple error or mistake. Contralsalso be circumvented by the individual actsoshe persons, by collusion of two or
more people, or by management override of the omtfhe design of any system of controls is basguhrt on certain assumptions about
likelihood of future events, and there can be rsuemce that any design will succeed in achiewmgtated goals under all potential future
conditions. Over time, controls may become inadeghacause of changes in conditions or deterioratidhe degree of compliance with
policies or procedures. Because of the inherentdtians 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'ge@rnal control over financial reporting.

PART Il. OTHER INFORMATION

Item 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 nilldase as Intevac’s business expands. Any claimpoeedings against us, whether
meritorious or not, could be time consuming, resuttostly litigation, require significant amour@Emanagement time, result in the diversion
of significant operational resources, or requiréausnter into royalty or licensing agreements Wwhitrequired, may not be available on te|
favorable to us or at all. Intevac is not preseatparty to any lawsuit or proceeding that, inVatgs opinion, is likely to seriously harm
Intevac’s business.
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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 presentedwlsse in this report.

The industries we serve are cyclical, volatile amdpredictable.

A significant portion of our revenue is derivedrfrahe sale of equipment used to manufacture contsntetihnology products such as
disk drives, PV solar cells and cell phones. Thigjects us to business cycles, the timing, lengthwlatility of which can be difficult to
predict. When demand for commodity technology potslexceeds production capacity, then demand forcagital equipment such as ours
tends to be amplified. Conversely, when supplyarhmodity technology products exceeds demand, tearadd for new capital equipment
such as ours tends to be depressed. For examigle a§aystems for magnetic disk production wengreesed from late 2007 through 2009.
The number of new systems delivered increased 10 28 customers increased their production capacigsponse to increased demand for
data storage, but decreased in 2011 through 20th#dsard disk drive industry did not add the séawel of capacity that it did in 2010. We
cannot predict with any certainty when these cyuliisbegin or end. We believe that our sales wilhtinue to be depressed through 2015.

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 ouomeys to have access to large amounts
of capital. Our customers generally reduce theiellef capital investment during downturns in thve@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 manufactudapgacity and inventory to meet customer demanidicaf retain and motivate a sufficient
number of qualified individuals; and effectively nzae our supply chain. During periods of decreadamand for our products, we must be
able to align our cost structure with prevailingrked conditions; motivate and retain key employaed effectively manage our supply chain.

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

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 exgagid ¢apacity. The sales cycle for our equipmeastesys can be a year or longer, invol
individuals from many different areas of Intevad aumerous product presentations and demonstrdtioiosir prospective customers. Our
sales process also commonly includes productiGaoifples and customization of our products. We d@nt@r into long-term contracts with
our customers, and until an order is actually sttiehiby a customer there is no binding commitmemqturchase our systems.

Sales of new manufacturing systems are also dependeobsolescence and replacement of the instaled 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 teugtion of perpendicular media, which delayedrémacement of such systems with new
200 Lean systems.

Our 200 Lean customers also experience compefittmn companies that produce alternative storageniglogies like flash memory,
which offer smaller size, lower power consumption anore rugged designs. These storage technolagge®ing used increasingly in
enterprise applications and smaller form factohsas tablets, smart-phones, ultra-books, and aotepersonal computers instead of hard
disk drives. Tablet computing
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devices and smart-phones have never containe@dradhey likely in the future to contain, a diskvdr Products using alternative
technologies, such as flash memory, optical stossgkother storage technologies are becoming isicrglg common and could become a
significant source of competition to particular Bpgtions of the products of our 200 Lean custometsch could adversely affect our results
of operations. If alternative technologies, sucliagh memory, replace hard disk drives as a saant method of digital storage, then den
for our hard disk manufacturing products would éese.

The Photonics’ business is also subject to longssaycles because many of its products, such amititary 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 inirtiproduct, completing development of
their product and then obtaining production ordergheir product from the U.S. government or itiea.

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

In the market for our disk sputtering systems, wgegience competition primarily from Canon Anelwdyich has sold a substantial
number of systems worldwide. In the PV equipmentketa Intevac faces competition from large estélgitscompetitors including Applied
Materials, Centrotherm Photovoltaics, Amtech, Jgsamd Von Ardenne. In the market for our militanyaiging products we experience
competition from companies such as Exelis and LeBh@unications. Some of our competitors have subatgngreater financial, technical,
marketing, manufacturing and other resources theday especially in the PV equipment market. Ounpetitors may develop enhanceme
to, or future generations of, competitive produbts offer superior price or performance featusesl new competitors may enter our markets
and develop such enhanced products. Moreover, dititopdor our customers is intense, and our cortpest have historically offered
substantial pricing concessions and incentivesttaci our customers or retain their existing costes.

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 oul.2@® and other PVD systems, our
solar systems for PV applications, our digital migision products and our near-eye display produ@ts success in developing and selling
new products depends upon a variety of factorgydtieg our ability to: predict future customer réguments, make technological advances,
achieve a low total cost of ownership for our pratduintroduce new products on schedule, manufagitoducts cost-effectively including
transitioning production to volume manufacturingmranercialize and attain customer acceptance opmgducts; and achieve acceptable and
reliable performance of our new products in th&fi®©ur new product decisions and development camarits must anticipate continuously
evolving industry requirements significantly in ahee of sales. In addition, we are attempting {maax into new or related markets,
including the PV and cell phone cover glass mark@ts expansion into the PV market is dependenhupe success of our customers’
development plans. To date we have not recognizgdmal revenue from such products. Failure toemily assess the size of the markets, to
successfully develop cost effective products taesklithe markets or to establish effective saldsapport of the new products would have a
material adverse effect on future revenues andtprdh addition, if we invest in products for whithe market does not develop as
anticipated, we may incur significant charges elab such investments.

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 problerosr performance may be impacted by reduced ortigler manufacturing costs, delays in
acceptance and payment for new products and addits@rvice and warranty expenses.

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

Historically, a significant portion of our revenimeany particular period has been attributablealesof our disk sputtering systems to a
limited number of customers. This concentratiogugtomers, when combined with changes in the ciat@mapecific capacity plans and
market share shifts can lead to extreme variahilitgur revenue and financial results from periogériod.
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The concentration of our customer base may enalbrleustomers to demand pricing and other termsvanédle to Intevac, and makes
us more vulnerable to changes in demand by a giuetomer. Orders from a relatively limited numbemanufacturers have accounted for,
and will likely continue to account for, a substahportion of our revenues. The loss of one obthkarge customers, or delays in purchasing
by them, could have a material and adverse effecuw revenues.

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 Ractuated 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 systestisage subsystems and consumer electronics cogalisks our customers produce with
our systems; (2) delays or problems in the intrtidncand acceptance of our new products, or dglieéexisting products; (3) timing of
orders, acceptance of new systems by our custasneencellation of those orders; (4) new produsgsyices or technological innovations by
our competitors or us; (5) changes in our manufagjcosts and operating expense; (6) changesnargeeconomic, political, stock market
and industry conditions; and (7) any failure of operating results to meet the expectations ofstent research analysts or investors.

Any of these, or other factors, could lead to vibitptand/or a rapid change in the trading priceoaf common shares. In the past,
securities class action litigation has been in&idagainst companies following periods of voltiln the market price of their securities. Any
such litigation, if instituted against Intevac, twbresult 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 ¢ézmtased spending by our customers and a slowdotie ihard disk drive
industry. These factors have adversely impactedparating results and have caused us to be caulmaut our future outlook. Our
customers also continue to remain cautious abeuttionomy. Negative macroeconomic and global remesy factors, further volatility or
disruption in the capital and credit markets otHar uncertainty or weakening in key markets cawddatively impact spending for our
products and may materially adversely affect owiress, operating results and financial condition.

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 no
available on terms acceptable to us or at all.

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

Many of our products, especially Photonics’ produotquire export licenses from U.S. governmenheigs under the Export
Administration Act, the Trading with the Enemy Axft1917, the Arms Export Act of 1976 or the Intdfomal Traffic in Arms Regulations.
These regulations limit the potential market fomgoof our products. We can give no assurance thatibe successful in obtaining all the
licenses necessary to export our products. Heightgovernment 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.Sealinay 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 keeapproval or improper license use could
result in severe penalties and revocation of lieenBailure to obtain export licenses, delays aiong licenses, or revocation of previously
issued licenses would prevent us from selling ffected products outside the United States anddcoedatively impact our results of
operations.
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The Photonics business is dependent on U.S. govemincontracts, which are subject to fixed pricinigpmediate 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 @mérs 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 priesttdue to military transformations and/or the retfrfuture 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 effaour financial position, results of
operations, or cash flows.

Funding of multi-year government programs is sutj@congressional appropriations, and there iguarantee that the U.S.
government will make further appropriations, paticly given the U.S. government’s recent focuspending in other areas and spending
reductions. Sales to the U.S. government and itsepcontractors may also be affected by changpsoicurement policies, budget
considerations and political developments in théddhStates or abroad. For example, if the U.Segawent is less focused on defense
spending or there is a decrease in hostilities,aehfior our products could decrease. The lossrafifig for a government program would
result in a loss of future revenues attributabléhtd program. The influence of any of these fagtatich are beyond our control, could
negatively 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 oai#\velop or manufacture a product, whether duesccurate 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 éxpes additional cost overruns in the fut
We are required to recognize the total estimatqmhiohof cost overruns in the period in which they farst identified. Such cost overruns
could have a material adverse effect on our restiligperations.

Generally, government contracts contain 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@dainder 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, dsults could include: (1) reductions in
the value of our contracts; (2) reductions in antsymeviously billed and recognized as revenuec@®fract modifications or termination;
(4) the assessment of penalties and fines; ansuéension or debarment from government contractisgibcontracting for a period of time
or permanently.

Changes to our effective tax rate affect our resutif operations.

As a global company, we are subject to taxatioiénUnited States, Singapore and various othertdesnSignificant judgment is
required to determine and estimate worldwide talzilities. Our future effective tax rate could Bgeated by: (1) changes in tax laws; (2) the
allocation of earnings to countries with differitax rates; (3) changes in worldwide projected ahaamings in current and future years:

(4) accounting pronouncements; or (5) changesarv#tiuation of our deferred tax assets and ligslitAlthough we believe our tax estimates
are reasonable, there can be no assurance thfihahgetermination will not be different from thieatment reflected in our historical income
tax provisions and accruals, which could resulidditional payments by Intevac.

Beginning in 2007, Intevac benefitted from a takday in Singapore which was scheduled to expirtatend of 2015. The tax holiday
provided a lower income tax rate on income frontaiertechnology, so long as certain
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thresholds of business investment and employmeetdevere met in Singapore. Intevac was grantesbaly termination of this tax holiday
effective January 1, 2013 by the Singapore taxaiish The terms of the early termination includeeting certain agreed upon future annual
business spending and staffing levels in Singapgaiure to meet the terms of the early terminationld result in a claw back by the
Singapore government of tax benefits received @vipus years. A claw back of all or part of thesse tienefits would adversely affect our
results of operations and cash flows.

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

In previous years, the majority of our revenueseheame from regions outside the United States. Mbstir international sales are to
customers in Asia, which includes products shippealverseas operations of U.S. companies. We diyrieave manufacturing facilities in
California and Singapore and international custosugport offices in Singapore, China, and Malay#ia.expect that international sales will
continue to account for a significant portion of total revenue in future years. Certain of ourpdigps 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 posegrbwing manufacturing business in Asia; (4) flattan of interest rates, raw material
costs, labor and operating costs, and exchange (&)evariations in the ability to develop relaships with suppliers and other local
businesses; (6) changes in the laws and regulaiotie United States, including export restricipand other countries, as well as their
interpretation and application; (7) the need tovjgte technical and spares support in differenttioos; (8) political and economic instability;
(9) cultural differences; (10) varying governmamténtives to promote development; (11) shippingscasd delays; (12) adverse conditior
credit markets; (13) variations in tariffs, quottss codes and other market barriers; and (14)dsarto movement of cash.

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

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

As a result of our acquisitions, we have signifidatangible assets and had significant goodwilban balance sheet. We test these
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 intangible assets for impantigclude: a significant reduction in our
stock price, and as a result market capitalizattbanges in our estimated future cash flows, acasathanges in rates of growth in our
industry or in any of our reporting units. In theufth quarter of 2012, as a result of a declineunmarket capitalization and a reduction in
revenue expectations we recorded a goodwill impatneharge in the amount of $18.4 million. We wdhtinue to evaluate the carrying
value of our intangible assets and if we determmirtbe future that there is a potential further @mment, we may be required to record
additional charges to earnings which could matgredversely affect our financial results and coallsb materially adversely affect our
business. See Note 5 “Purchased Intangible Asseth& Notes to the Condensed Consolidated Finb8ta@ements for additional
information related to impairment of goodwill andangible 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 féirltito replace. We do not
maintain key person life insurance on any of oupleyees. The expansion of high technology companm@tdwide has increased demand
and competition for qualified personnel, and haslen@ompanies increasingly protective of prior emeés. It may be difficult for us to loce
employees who are not subject to non-competitioreagents 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
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management, engineering, marketing, manufactudnstomer support, sales and administrative persofughermore, we compete with
industries such as the hard disk drive, semicomdpand solar industries for skilled employeeslufaito retain existing key personnel, or to
attract, assimilate or retain additional highly lified employees to meet our needs in the futuoejd have a material and adverse effect on
our business, financial condition and results aragions.

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 singipligm 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, ouiesgjredesign of our products to accommodate altara 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 inéadtual property rights.

The success of our business depends upon theifptefjour intellectual property rights, and we oahensure that: (1) any of our
pending or future patent applications will be altmivor that any of the allowed applications willissued as patents or will issue with claims
of the scope we sought; (2) any of our patentsnaitibe invalidated, deemed unenforceable, circuntegeor 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 thatweeinfringing third parties’ intellectual propentghts or seeking to invalidate our
rights. We cannot ensure that third parties willinahe future claim that we have infringed cutrenfuture patents, trademarks or other
proprietary rights relating to our products. Angiois, with or without merit, could be time-consuminesult in costly litigation, cause
product shipment delays or require us to enterrioyalty or licensing agreements. Such royaltyiagrising agreements, if required, may not
be available on terms acceptable to us.

We could be involved in litigation.

From time to time we may be involved in litigatiohvarious types, including litigation alleging fiffgement of intellectual property
rights and other claims. Litigation is expensiughjscts us to the risk of significant damages a&ulires 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 anddispns during our operating history. For example2007, we acquired certain
assets of DeltaNu, LLC and certain assets of Gredisplay Systems, LLC, in 2008 we acquired cartasets of OC Oerlikon Balzers Ltd.,
in 2010 we acquired the outstanding shares of iB8IZ012 we completed the sale of certain semicatodunainframe technology assets an
2013 we completed the sale of the assets of Delt#uhave spent and may continue to spend signifiesources identifying and pursuing
future acquisition opportunities. Acquisitions itw® numerous risks including: (1) difficulties intégrating the operations, technologies and
products of the acquired companies; (2) the disersif our management’s attention from other busimescerns; and (3) the potential loss of
key employees of the acquired companies. Failueelieve the anticipated benefits of the prior ang future acquisitions or to successfully
integrate the operations of the companies we ae@uiuld have a material and adverse effect on wsinbss, financial condition and result
operations. Any future acquisitions could also leisupotentially dilutive issuance of equity seities, acquisition or divestiture-related write-
offs or the assumption of debt and contingent liitédss. In addition, we have made and will continaeconsider making strategic divestitures.
With any divestiture, there are risks that futupemting results could be unfavorably impactedrifieted objectives, such as cost savings, are
not achieved or if other business disruptions oesua result of the divestiture or activities rethto the divestiture.
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We are subject to risks of non-compliance with emvimental and other governmental regulations.

We are subject to a variety of governmental regpiatrelating to the use, storage, discharge, iagdtmission, 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, remediation
costs or substantial civil penalties or criminakfs against us or our officers, directors or emggy Additionally, these regulations could
require us to acquire expensive remediation oresthant equipment or to incur substantial expensesrtply with them.

We are also subject to a variety of other governalergulations and may incur significant costasged with the compliance with
these regulations. For example rules adopted b$H@ to implement the Dodd-Frank Wall Street Refarmd Consumer Protection Act
impose diligence and disclosure requirements regauittie use of “conflict” minerals mined from themocratic Republic of Congo and
adjoining countries in the products we manufact@@mpliance with these regulations is likely touled additional costs and expenses or
may affect the sourcing and availability of the gmments used in the products we manufacture.

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 siggibreaches and computer viruses, and
other events beyond our control. We do not havetaildd disaster recovery plan. Despite our implaiéon 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. €ailitistability could cause us to incur increasestg 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 the earthquake inseramarket. An earthquake could
significantly disrupt our operations, most of whimte conducted in California. It could also sigrafitly delay our research and engineering
effort on new products, most of which is also castdd in California. We take steps to minimize tlaenége that would be caused by business
interruptions, but there is no certainty that offorés will prove successful.

We could be negatively affected as a result of exyrcontest and the actions of activist stockhokler

A proxy contest with respect to election of ourediors, or other activist stockholder activitieslid adversely affect our business
because: (i) responding to a proxy contest and atttéons by activist stockholders can be costly time-consuming, disruptive to our
operations and divert the attention of managemeahtoair employees; (ii) perceived uncertaintiesoasur future direction caused by activist
activities may result in the loss of potential Imésis opportunities, and may make it more diffitulattract and retain qualified personnel and
business partners; and (iii) if individuals arecttel to our Board of Directors with a specific adgnit may adversely affect our ability to
effectively and timely implement our strategic dan

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 evaluatiormiofnternal control over
financial reporting. Beginning in 2004, our FormK(as 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.
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We have completed the evaluation of our internatrais over financial reporting as required by 8std04 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisultel in our conclusion that as of January 3, 20W6internal controls over financial
reporting were effective, we cannot predict thecomte of our testing in future periods. Ongoing cbamge 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 firmsdoet deliver an unqualified opinion as to
the effectiveness of our internal control over fio@l reporting, then we could be subject to restesnt of previously reported financial
results, regulatory sanctions and a decline irpti#ic’s perception of Intevac, which could have a matand adverse effect on our busine
financial condition and results of operations.

Item 2. Unregistered Sales of Equity Securities and UsdPobceed:

The following table provides information as of Aptj 2015 with respect to the shares of commorkstepurchased by Intevac during
the first quarter of fiscal 2015.

Total Maximum
Number of Dollar
Shares Value of
Purchased Shares
Total as Part of That May
Number of Average Publicly Yet be
Price Paic Aggregate Announcec Purchased
Shares Under
Purchasec per Share Price Paid Program* the Program*
(in thousands, except per share dat¢
January 4, 2015 to January 31, 2! 101 $ 6.71 $ 684 — $ 19,32¢
February 1, 2015 to February 28, 2( 121 $ 6.8¢ $ 837 — $ 18,48¢
March 1, 2015 to April 4, 201 222 $ 6.5¢ $ 1,46¢ — $ 17,02!

* On November 21, 2013, the Board of Directors apgtaa stock repurchase program authorizing up ta0$3dlion in repurchase:

Item 3. Defaults upon Senior Securitie
None.
Item 4. Mine Safety Disclosure

Not applicable.

Item 5. Other Information
None.
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ltem 6. Exhibits

The following exhibits are filed herewith:

Exhibit
Number Description
10.1 The Registrars 2003 Employee Stock Purchase Plan, as amendec
31.1 Certification of President and Chief Executive ©fi Pursuant to Section 302 of the Sarb-Oxley Act of 2002
31.2 Certification of Executive Vice President, Finarseel Administration, Chief Financial Officer, Treasuand Secretary
Pursuant to Section 302 of the Sarbi-Oxley Act of 2002
32.1 Certifications Pursuant to U.S.C. 1350 Adopted Bam$ to Section 906 of the Sarbe-Oxley Act of 2002

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schen

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

(1) Previously filed as an exhibit to the Comp’s Definitive Proxy Statement filed April 30, 20
+  Management compensatory plan or arrangement rebaree filed as an exhib
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SIGNATURES

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

INTEVAC, INC.

Date: May 5, 201 By: /s/ WENDELL T. BLONIGAN
Wendell T. Blonigar
President, Chief Executive Officer and Direc
(Principal Executive Officer

By: /s/ JAMES MONIZ
Date: May 5, 201 James Moni:
Executive Vice President, Finance and Administrai
Chief Financial Officer, Treasurer and Secre
(Principal Financial and Accounting Office
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Exhibit 31.1

I, Wendell Blonigan certify that:

1.
2.

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

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

Based on my knowledge, the financial statememis,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 procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#y) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer(s) anldlave 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 regisfeaability to record, process, summarize and refioancial information; and

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

Date: May 5, 2015

/s/ WENDELL T. BLONIGAN
Wendell T. Blonigar
President, Chief Executive Officer and Direc




Exhibit 31.2

I, James Moniz certify that:

1.
2.

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

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

Based on my knowledge, the financial statememis,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 procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#y) tlas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

The registrant’s other certifying officer(s) anldlave 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 regisfeaability to record, process, summarize and refioancial information; and

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

Date: May 5, 2015

/s/ JAMES MONIZ

James Moni:

Executive Vice President, Finance and Administrai
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, Wendell Blonigan, certify, pursuant to 18 U.SS&ction 1350, as adopted pursuant to Section Bi& Garbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®Q for the quarterly period ended April 4, 20L8yf complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suom10-Q fairly presents in all material
respects the financial condition and results ofrapens of Intevac, Inc.

Date: May 5, 2015

/s/ WENDELL T. BLONIGAN
Wendell T. Blonigar
President, Chief Executive Officer and Direc

I, James Moniz, certify, pursuant to 18 U.S.C. Bect350, as adopted pursuant to Section 906 db#ibanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 1@e@the quarterly period ended April 4, 2015 futlymplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeof 1934 and that information contained in suohnfr 10-Q fairly presents in all material
respects the financial condition and results ofrapens of Intevac, Inc.

Date: May 5, 2015

/s/ JAMES MONIZ

James Moni;

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

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



