EDGAR'pro

iy EDGAR Dnlire”

INTEVAC INC

FORM 10-Q

(Quarterly Report)

Filed 08/08/00 for the Period Ending 07/01/00

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

3560 BASSETT STREET

SANTA CLARA, CA, 95054

4089869888

0001001902

IVAC

3559 - Special Industry Machinery, Not Elsewhere Classified
Industrial Machinery & Equipment

Industrials

12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com

© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

INTEVAC INC

FORM 10-Q

(Quarterly Report)

Filed 8/8/2000 For Period Ending 7/1/2000

Address 3560 BASSETT ST
SANTA CLARA, California 95054
Telephone 408-986-9888
CIK 0001001902
Industry Computer Storage Devices
Sector Technology
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-Q

(MARK ONE)

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

FOR THE QUARTERLY PERIOD ENDED JULY 1, 2000
OR

[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO

COMMISS ON FILE NUMBER 0-26946

INTEVAC, INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

94-3125814

CALIFORNIA
(STATE OR OTHER JURISDICTION (IRS EMPLOYER IDENTIFICATION NO.)

OF INCORPORATION OR ORGANIZATION)

3560 BASSETT STREET
SANTA CLARA, CALIFORNIA 95054
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICE, INCLUDINGIR CODE)

REGISTRANT'S TELEPHONE NUMBER, INCLUDING AREA CODE: (408) 986-9888

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been

subject to such filing requirements for the past@g@s. Yes [X] No []

APPLICABLE ONLY TO CORPORATE ISSUERS:

On July 1, 2000 approximately 11,786,220 shargeeRegistrant's Common Stock, no par value, wetgtanding.



INTEVAC, INC.

INDEX

PART I. FINANCIAL INFORMAT

Iltem 1. Financial Statements (unaudited)

Condensed Consolidated Balance Sheets.....

Condensed Consolidated Statements of Incom

Comprehensive Income

Condensed Consolidated Statements of Cash

Notes to Condensed Consolidated Financial

Iltem 2. Management's Discussion and Analysis of Fi

and Results of Operations

Item 3. Quantitative and Qualitative Disclosures A

Item 1. Legal Proceedings

Item 2.

Item 3.

Item 4.

Item 5.

Item 6.

SIGNATURES

Changes in Securities

Defaults Upon Senior Securities

Other Information

PART Il. OTHER INFORMATI

Submission of Matters to a Vote of Securit

Exhibits and Reports on Form 8-K..........

PAGE NO.
oN
.................. 1
e and
.................. 2
Flows............. 3
Statements........ 4

y-Holders......... 17



PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

INTEVAC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

JULY 1, DECEMBER 31,
2000 1999

(UNAUDITED)
ASSETS
Current assets:

Cash and cash equivalents..........ccccceeeeeeee. L $ 5,654 $ 3,295

Short-term investments.........cccccooevvvveeeeee. L 33,761 37,600
Accounts receivable, net of allowances of $205 an d$1,713

at July 1, 2000 and December 31, 1999, respect ively.... 6,632 5,744
Income taxes recoverable.......ccccccccveeeenee. L -- 5,463
INVENONIES. v 20,593 15,965
Prepaid expenses and other current assets........ ... 479 512
Deferred tax asset.........cccooevvvvvvvvvenes 4,571 4571

Total current assets......cccceeeevevveveeeeee 71,690 73,150

Property, plant, and equipment, net................

Investment in 601 California Avenue LLC............ ... 2,431 2,431
Goodwill and other intangibles........cccccccccc... . 1,584 2,105
Debt issuance COStS........ccoovvvvvvvvvevvenens 896 1,018
Deferred tax assets and other assets............... . ... 3,177 3,303

Total @sSetS....cccceevvvvveeeeecieee. $90,897 $94,382

LIABILITIES AND SHAREHOLD ERS' EQUITY
Current liabilities:

Notes payable.........ccocoovvevvvecvvecneeeeee $1,904 $ -
Accounts payable..........cooccevvviiienne. L 2,033 1,014
Accrued payroll and related liabilities......... ... 1,633 1,533
Other accrued liabilities...........oooeeeeeeeee. L 6,553 9,173
Customer advanCes........cccovvvvveveeeeeneneees 11,188 9,851

Total current liabilities... . 23,311 21,571

Convertible notes..............

Long-term notes payable.........ccccccovvvveveeeee. . -- 1,943
Shareholders' equity:
Common stock, no par value.........ccocoeeeeeeeee. 18,450 18,170

Retained earnings.........ccccceveeeeeveniinnnns
Total shareholders' equity....................

Total liabilities and shareholders' equit Yeerrons $90,897 $94,382

See accompanying notes.



INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND
COMPREHENSIVE INCOME
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(UNAUDITED)

THREE MONTHS ENDED  SIX MONTHS ENDED

JULY 1, JUNE 26, JULY 1, JUNE 26,
2000 1999 2000 1999

NEt rEVENUES. .....ocveereeeeeeeeee e . $9,191 $10,270 $15,083 $22,019
Cost of net revenues..........occveeeeeiieeeeenne .. 7,383 10,090 12,624 20,846
Gross Profite......eeeeeeeesiescciiiiiieeens .. 1,808 180 2,459 1,173
Operating expenses:
Research and development.............cccueee... .. 2,516 3,785 4977 7,852
Selling, general and administrative.............. . (2) 2,082 1,583 3,987
Restructuring........cccceeeveveeeeeeeneniniennns . - (5) (615) (22)

Total operating expenses.............c........ .. 2,514 5,862 5,945 11,817
Operating 10SS......cccccvviviiiiiiiieeeeeeeee .. (706) (5,682) (3,486) (10,644)
Interest expense..........cccueeeees .. (759) (993) (1,517) (2,008)
Interest income and other, net..................... .. 764 770 1,441 1,932
Loss from continuing operations before income

EAXES. .ottt .. (701) (5,905) (3,562) (10,720)
Provision for (benefit from) income taxes.......... .= (2,244) - (4,074)
Loss from continuing operations.................... .. (701) (3,661) (3,562) (6,646)
Gain from repurchase of convertible notes, net of
applicable income taxes.............cccceeeenes P 963 - 963
NEt 10SS...cciviiiiiieriieee e . $(701) $(2,698) $(3,562) $(5,683)
Other comprehensive loss:
Unrealized foreign currency translation
adjustment.........ccccccveveeeeieninis . - (74) -- (122)
Total adjustments..........ccceoeviveeeiiienenn. P (74) -- (122)
Total comprehensive 10Ss............c.ccccvveneee. .. $(701) $(2,772) $(3,562) $(5,805)
Basic earnings per share:
Income (loss) from continuing operations......... .. $(0.06) $(0.31) $(0.30) $(0.56)
Net income (10SS).......cceceveeviieeecieeens .. $(0.06) $(0.23) $(0.30) $(0.48)
Shares used in per share amounts................. .. 11,786 11,767 11,773 11,846
Diluted earnings per share:
Income (loss) from continuing operations......... .. $(0.06) $(0.31) $(0.30) $(0.56)
Net income (10SS).......cveeiviiiiieiiiians .. $(0.06) $(0.23) $(0.30) $(0.48)
Shares used in per share amounts................. .. 11,786 11,767 11,773 11,846

See accompanying notes.



INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

(UNAUDITED)

SIX MONTHS ENDED

OPERATING ACTIVITIES
NEt I0SS....uuiiiiiiiiiiiieeee e

JULY 1,
2000

JUNE 26,
1999

Adjustments to reconcile net loss to net cash and ¢ ash
equivalents used in
operating activities:
Depreciation and amortization.........ccccc...... .. 2,466 2,756
Gain on foreign exchange contracts................ ... -- (751)
Gain on purchase of convertible notes............ ... - (1,554)
Foreign currency 10SS......ccccoovvvvveeenneeeee - 4
(Gain) loss on IMAT investment.........cccceeeee. 102 (68)
Restructuring charge -- non-cash portion......... . ... 856 --
Loss on disposal of equipment........ccccceeeeee. L -- 97
Changes in assets and liabilities............... .~ ... (169) 1,088
Total adjustmentS.....ccccccveveveeeeeveieiiieeeee 3,255 1,572
Net cash and cash equivalents used in operating
ACHVILIES.evvie i (307) (4,111)
INVESTING ACTIVITIES
Purchase of investments...........cooeecvcvceeeee. . (74,905) (1,941)
Proceeds from sale of investments........cc........ . ... 78,744 10,130
Purchase of leasehold improvements and equipment... ... (1,453) (806)
Net cash and cash equivalents provided by investing
ACHVILIES..ovvve i 2,386 7,383
FINANCING ACTIVITIES
Proceeds from issuance of common stock............. ... 280 431
Repurchase of convertible notes............ccccee.. .. - (2,342
Repurchase of common stock..........coovcvceeee. L - (1,365)
Net cash and cash equivalents provided by (used in)
financing activitieS.......cccccccevvvvveecceeee. 280 (3,276)
Net increase (decrease) in cash and cash equivalent Seveenn 2,359 4)
Cash and cash equivalents at beginning of period... ... 3,295 3,991
Cash and cash equivalents at end of period......... . ... $ 5,654 $3,987
SUPPLEMENTAL SCHEDULE OF CASH FLOW INFORMATION
Cash paid for:
LY ST $ 1,394 $1,869
INCOME tAXES...vvviiiiiiiieiiee e -- --
Income tax refund.......ccccoovcvvenvivceeee. Ll (5,704) (1,382)
Other non-cash changes:
Inventories transferred to (from) property, plant and
EQUIPMENt...eiiiiieeiiee e $ - $(1,649)

See accompanying notes.



INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
1. BUSINESS ACTIVITIES AND BASIS OF PRESENTATION

Intevac, Inc.'s ("Intevac" or the "Company") priméusiness is the design, manufacture and saleroplex capital equipment that is used to
manufacture products such as thin-film disks fanpater disk drives and flat panel displays (theuligment Business"). The Company also
develops highly sensitive electro-optical devicedar government sponsored R&D contracts (the "RticgdBusiness”).

The Equipment Business is a leading supplier oftsfng systems used to manufacture thin-film diskscomputer hard disk drives.
Sputtering is a complex vacuum deposition processl to deposit multiple thin-film layers on a di$ke Equipment Business also realizes
revenues from the sales of disk lubrication equiptneontact stop-start ("CSS") test equipment daidpganel display ("FPD") manufacturing
equipment. Spare parts and after-sale servicelsoesald to purchasers of the Company's equipnaeict sales of components are made to
other manufacturers of vacuum equipment.

The Photonics Business has developed technologypénaits highly sensitive detection of photonshie visible and short wave infrared
portions of the spectrum. This technology when cordb with advanced silicon integrated circuits meakeossible to produce highly
sensitive video cameras. This development workdating new products for both military and indwstepplications. Products include
Intensified Digital Video Sensors, cameras incoatiag those sensors and Laser Illuminated ViewimdjRanging systems for positive target
identification.

The financial information at July 1, 2000 and foe three- and six-month periods ended July 1, 20@0June 26, 1999 is unaudited, but
includes all adjustments (consisting only of normealurring accruals) that the Company considersssy for a fair presentation of the
financial information set forth herein, in accordarwith accounting principles generally acceptetheUnited States of America for interim
financial information, the instructions to Form @Qand Article 10 of Regulation S-X. Accordinglydibes not include all of the information
and footnotes required by accounting principlesegaity accepted in the United States of Americaafumual financial statements. For further
information, refer to the Consolidated Financiat8ients and footnotes thereto included or incatpdrby reference in the Company's
Annual Report on Form 10-K for the fiscal year eshddecember 31, 1999.

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statemeams reported amounts of revenue and expensegdhereporting period. Actual results
inevitably will differ from those estimates, ancchulifferences may be material to the financialesteents.

The Company evaluates the collectibility of itseaeceivables on an ongoing basis and providegfarves against potential losses when
appropriate.

The results for the three- and six-month periodiednJuly 1, 2000 are not considered indicativénefresults to be expected for any future
period or for the entire year.



INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (CONTINUED)
2. INVENTORIES
The components of inventory consist of the follogvin

JULY 1, DECEMBER 31,

2000 1999
(IN THOUSANDS)
Raw materials.......ccccooveivvieiiiiiiiceenee $3,347  $2,307
WOrK-iN-progressS.....cccvveeeeiciveeeeiiiiieaeeee 14,133 13,658
Finished goods.........ccoovvvvviviiveeee. 3,113 --

$20,593  $15,965

A significant portion of the finished goods is repented by inventory at customer sites undergaisigliation and acceptance testing.
3. REPURCHASE OF CONVERTIBLE NOTES

During the three-month period ended June 26, 19@9Company repurchased $4,005,000 face valués ofitstanding 6 1/2% Convertible
Subordinated Notes. The repurchase resulted imeao§&963,000 (net of income taxes). Basic andtdd earnings per share on the gain were
both $0.08.

4. NET INCOME (LOSS) PER SHARE

The following table sets forth the computation asiz and diluted earnings per share:

THREE MONTHS ENDED  SIX MONTHS ENDED
JULY 1, JUNE 26, JULY 1, JUNE 26,
2000 1999 2000 1999
(IN THOUSANDS)
Numerator:
Income (loss) from continuing
Operations...........cccveeeuveenen. $ (7 01) $(3,661) $(3,562) $(6,646)
Net income (10SS).......cccvveeiienrnne $ (7 01) $(2,698) $(3,562) $(5,683)

Numerator for basic earnings per share --
income (loss) available to common
stockholders............cooceerninns 7 01) (2,698) (3,562) (5,683)

Effect of dilutive securities:

6 1/2% convertible notes(l)............ --

Numerator for diluted earnings per share--
income available to common stockholders
after assumed conversions.............. $ (7 01) $(2,698) $(3,562) $(5,683)

Denominator:
Denominator for basic earnings per
share -- weighted-average shares....... 11,7 86 11,767 11,773 11,846
Effect of dilutive securities:
Employee stock options(2).............. --
6 1/2% convertible notes(1)............ --

Denominator for diluted earnings per
share -- adjusted weighted-average
shares and assumed conversions......... 11,7 86 11,767 11,773 11,846

(1) Diluted EPS for the three- and six-month pesiedded July 1, 2000 and June 26, 1999 excludetaerted" treatment of the
Convertible Notes as their inclusion would be ailtitive. The number of

5



INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (CONTINUED)

"as converted" shares excluded for the three mpatiods ended July 1, 2000 and June 26, 1999 989,758 and 2,593,697, respectively,
and the number of "as converted" shares excludeithéosix month periods ended July 1, 2000 and 26n&999 was 1,999,758 and
2,690,788, respectively.

(2) Diluted EPS for the three- and six-month pesiedded July 1, 2000 and June 26, 1999 excludexffdet of employee stock options as
their inclusion would be antdi#utive. The number of employee stock options edel for the three month periods ended July 1, 20@0Jun
26, 1999 was 86,201 and 124,063, respectivelytlmdumber of employee stock options excludedHersix month periods ended July 1,
2000 and June 26, 1999 was 132,890 and 232,84k atdely.

5. SEGMENT REPORTING
Segment Description

Intevac, Inc. has two reportable segments: equipir@sh photonics. The Company's equipment busireisscomplex capital equipment used
in the manufacture of products such as thin-filskdj flat panel displays and shrink-wrap films. Twmpany's photonics business is
developing products utilizing electron sources figxmit highly sensitive detection in the short-wanfrared spectrum.

Included in corporate activities are general caapoexpenses, elimination of inter-segment reventhesquity in net loss of equity investee
and amortization expenses related to certain inltdegssets, less an allocation of corporate exggettsoperating units equal to 1% of net
revenues.

Business Segment Net Revenues

THRE E MONTHS ENDED SIX MONTHS ENDED
JULY 1, JUNE 26, JULY 1, JUNE 26,
200 0 1999 2000 1999
(IN THOUSANDS)
Equipment........cccoeevvveevieecieeee. $7,1 14 $8,145 $11,973 $18,454
Photonics........ccocvviiieiiiiiee, 2,0 77 2,125 3,110 3,565
Total.....oooeeiiiiieeeeeee, $9,1 91 $10,270 $15,083 $22,019

THREE MONTHS ENDED SIX MONTHS ENDED

JULY 1 , JUNE 26, JULY 1, JUNE 26,

2000 1999 2000 1999

(IN THOUSANDS)

EqUuipment........ccocveevveeiieeciiens $ 29 0 $(4,899) $(1,479) $(9,166)
Photonics.........cooeeiiiiiiiniiee (32 3)  (159) (1,207) (260)
Corporate activities.............ccceee..n. (67 3) (624) (800) (1,218)
Operating l0SS..........ccccvcveeiennnn. $ (70 6) $(5,682) $(3,486) $(10,644)
Interest eXpense........ccocceeeviveeennn. (75 9)  (993) (1,517) (2,008)
Interest income..........occceeeenunnnnn. 53 4 477 1,085 1,068
Other income and expense, net.............. 23 0 293 356 864

Loss from continuing operations before
income taxes.........cccoeeveeenerennne. $(1,18 4) $(5,905) $(4,045) $(10,720)

6. RESTRUCTURING

During the third quarter of 1999, the Company addjatn expense reduction plan that included closirggof the buildings at its Santa Clara
facility and a reduction in force of 7 employees oithe Company's



INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (CONTINUED)

staff of contract and regular personnel. The raduosttook place at the Company's facilities in §aPlara, California. The Company incurred
a charge of $2,225,000 related to the expense tiedyglan. The significant components of this cleargcluded $873,000 for future rent due
on the building (net of expected sublease incoBE)),000 for costs associated with operating thielihg through May 2000, $580,000 for
the write-off of leasehold improvements and $58@,f% moving out of the building.

In the fourth quarter of 1999, $97,000 of the radinring reserve was reversed due to lower tharerg costs on the closure of the facility.
During the first quarter of 2000, the Company vadahe building and negotiated a lease termindtiothat space with its landlord, which
released the Company from the obligation to payrany after April 30, 2000. As a result, the Compeaversed $615,000 of the restructul
reserve during the first quarter of 2000.

During the fourth quarter of 1999, the Company aeld@ plan to discontinue operations at its RPGifielogies, Inc. electron beam
processing equipment subsidiary and to close th@ faBility in Hayward, California. Twenty-six emplees out of the Company's staff of
contract and regular personnel were terminatedrasudt. The Company incurred a charge of $1,639related to this plan. The significant
components of this charge include $679,000 forritwmey write-downs which were charged to cost oésa$264,000 for fixed asset writéfs,
$200,000 for closure of the facility, $163,000 &onployee severance costs, $161,000 for futurediembn the facility and $152,000 for write-
off of intangibles.

In the first quarter of 2000, Intevac sold certagsets of the RPC Technologies, Inc. subsidia@uemex Technology. Proceeds from the
included a cash payment, assumption of the Hay¥earitity lease and the assumption of certain ottadvilities. Excluded from the sale were
two previously leased systems and three complgtserms remaining in inventory. The Company hasrsrite the three systems and they
scheduled for shipment and customer acceptancegd®€00 and will be included in future Intevac newes. The Company was able to
reverse the portions of the restructuring resestabdished to provide for future rents due on #wdlity and for the closure of the facility.
However, since Intevac retained ownership of the leased systems, the Company established an ésntivaserve to provide for any
residual value at the end of the leases.

7. CAPITAL TRANSACTIONS

During the six-month period ending July 1, 200@eWac sold stock to its employees under the Conip&tpck Option and Employee Stock
Purchase Plans. A total of 71,696 shares weredssuavhich the Company received $280,000.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This Quarterly Report on Form 10-Q contains forwimaking statements, which involve risks and uraiettes. Words such as "believes",
"expects"”, "anticipates" and the like indicate fardrlooking statements. The Company's actual iesudty differ materially from those
discussed in the forward-looking statements. Fadtwat might cause such a difference include, teihat limited to, the risk factors set forth
elsewhere in this Quarterly Report on Form 10-Qenri€ertain Factors Which May Affect Future OpergtResults" and in other documents
the Company files from time to time with the Setias and Exchange Commission, including the Comsafiynual Report on Form 10-K

filed in March 2000, Form 10-Q's and Form 8-K's.
RESULTS OF OPERATIONS
Three Months Ended July 1, 2000 and June 26, 1999

Net revenues. Net revenues consist primarily afssaf the Company's disk sputtering systems amatiedekequipment used to manufact
thin-film disks for computer hard disk drives, srstcomponents, electron beam processing equipfiegrianel display manufacturing
equipment and related equipment and componentalijEgnt”) and contract research and developmeattergtto the development of highly
sensitive electr@ptical devices under government sponsored R&Draotd and sales of derivative products ("Photojid$&t revenues frol
system sales are recognized upon customer acceptdatcrevenues from sales of related equipmentgstgm components are recognized
upon product shipment. Contract research and denaat revenue is recognized in accordance withraohterms, typically as costs are
incurred. Net revenues decreased by 11% to $9lmfbr the three months ended July 1, 2000 frdr@.$ million for the three months
ended June 26, 1999. Net revenues from Equipméeg daclined to $7.1 million for the three monthsled July 1, 2000 from $8.1 million
for the three months ended June 26, 1999. The aeetia Equipment sales was primarily the resudt décrease in international sales of disk
manufacturing equipment, which was partially offsetan increase in domestic sales of disk manufiacfequipment. Net revenues from
Photonics sales decreased by 2% to $2.1 milliothi@three months ended July 1, 2000. The Compepsrcts that both Equipment and
Photonics revenues will increase in the third cerast 2000 relative to the second quarter of 2000.

International sales decreased by 71% to $2.0 miftio the three months ended July 1, 2000 from $@l®on for the three months ended Ji
26, 1999. The decrease in international sales wasagly due to a decrease in net revenues frotk iignufacturing equipment. International
sales constituted 21% of net revenues for the tm@@ths ended July 1, 2000 and 67% of net revefmudle three months ended June 26,
1999.

Backlog. The Company's backlog of orders for itsdpicts was $31.2 million at July 1, 2000 and $2gillon at June 26, 1999. The Compi
includes in backlog the value of purchase orderst$gproducts that have scheduled delivery dates.

Gross margin. Cost of net revenues consists priynairpurchased materials, fabrication, assemiglst, installation, warranty costs, scrap and
costs attributable to contract research and dewsop Gross margin increased to 20% for the threeths ended July 1, 2000 from 2% for
the three months ended June 26, 1999 as the ofditfher Equipment gross margins, which were plytoffset by lower Photonics gross
margins. Equipment gross margins were depresse isecond quarter of 1999 as the result of treeafghree used disk sputtering systems
at heavily discounted prices, recognition of thie sdithe Company's first production rapid thermadcessing system, which incurred high
initial costs to complete and then integrate itgccustomer's production environment, payment dsliiGas part of the settlement of the CVC
patent claim and from under-absorption of manuféguoverhead due to low manufacturing volume. Bment gross margins increased in
the second quarter of 2000 as the result of a #olemix of relatively high margin upgrades for empany's installed base of MDP-250
systems and a reduced cost level of manufacturreghead, which were partially offset by the estdbtient of $1.1 million of inventory
reserves related to slow moving systems invenfngtonics gross margins declined to 0% for thecthmenths ended July 1, 2000 from 14%
for the three months ended June 26, 1999. The Caymgagects that Photonics gross margins will
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fluctuate from quarter to quarter based on thdiuganix of sales derived from prototype produfétsm fully funded research and
development contracts and from cost shared reseaitilevelopment contracts.

Research and development. Research and developrpmarise consists primarily of prototype materisddaries and related costs of
employees engaged in ongoing research, designenaiogppment activities for disk manufacturing equéo flat panel manufacturing
equipment and research by the Photonics Divisiam@any funded research and development expenseaded to $2.5 million for the three
months ended July 1, 2000 from $3.8 million for theee months ended June 26, 1999, representingg®@87%, respectively, of net
revenue. This decrease was the result of redueattisp for development of disk manufacturing equeptrand flat panel manufacturing
equipment and a higher proportion of Photonicsareteand development being funded by research emel@pbment contracts.

Research and development expenses do not inclste @dbl.5 million and $1.5 million, respectivelgr the three-month periods ended July
1, 2000 and June 26, 1999 related to contract refs@amd development performed by the Company'sofitst business. These expenses are
included in cost of goods sold.

Research and development expenses also do nadénchsts of $0.3 million and $0.1 million, respeely, in the three-month periods ended
July 1, 2000 and June 26, 1999, reimbursed uneéeietins of a research and development cost shagireggment with the Company's
Japanese flat panel manufacturing equipment dereloppartner. Since 1993 the Company has rece®@é&drillion of funds under this cost
sharing agreement.

Selling, general and administrative. Selling, gahand administrative expense consists primarilgedling, marketing, customer support,
financial, travel, management, legal and profesdisarvices, and bad debt expense. Domestic sa@lenale by the Company's direct sales
force, whereas international sales are made byilnisbrs that typically provide sales, installatievarranty and ongoing customer support.
The Company also has a subsidiary in Singaporagpat customers in Southeast Asia. Through thersequarter 2000, the Company
marketed its flat panel manufacturing equipmenh&Far East through its Japanese joint ventur& TIMDuring the third quarter of 2000 the
Company and its joint venture partner, Matsubol, tnaihsfer IMAT's activities and employees to Mdutswand wind down the operations of
IMAT.

Selling, general and administrative expense deetks$2 thousand for the three months ended J@@A0 from $2.1 million for the three
months ended June 26, 1999, representing 0% andr@pectively, of net revenue. The primary redsotthe decline was a $1.5 million
reduction in the allowance for doubtful accountse Tompany determined that a significant redudtidmad debt reserves was warranted
given the Company's significantly reduced accowedsivables balances and continuing good collestéxperience. Selling, general and
administrative expenses were also reduced by $liémras the result of the discontinuation of tiempany's electron beam processing
equipment product line.

Interest expense. Interest expense consists plyndiinterest on the Company's convertible noéesl, to a lesser extent, interest on
approximately $2.0 million of short-term debt relato the purchase of Cathode Technology in 1986rdst expense was $0.8 million and
$1.0 million, respectively, in the three-month pels ended July 1, 2000 and June 26, 1999. Intexesinse declined due to a reduction in the
balance outstanding of the Company's Convertiblesldue 2004.

Interest income and other, net. Interest incomeadier, net consists primarily of interest inconmetioe Company's investments, foreign
currency hedging gains and losses, early paymenbdnts on the purchase of inventories, goods emvites and the Company's 49% share
of the loss incurred by IMAT. Interest income andes, net was unchanged at $0.8 million for eactihefthree month periods ended July 1,
2000 and June 26, 1999.

Provision for (benefit from) income taxes. The Camys estimated effective tax rates for the threetinperiods ended July 1, 2000 and
June 26, 1999 were 0% and a benefit rate of 388pexively. The Company did not accrue a tax bedefing the three-month period ended
July 1, 2000 due to the inability to realize adatiil refunds from loss carry-backs. As of JulydQ@the Company's deferred tax assets
totaled $7.7 million. The Company believes thad inore likely than not that it will earn sufficietaxable income in
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the future to realize the value of these deferagdbssets. If in the future the Company determiinisanore likely that it will not earn taxable
income in the future sufficient to realize the \aabf these deferred tax assets then the Compahgxpitnse the value of the deferred tax
assets not likely to be realized.

Six Months Ended July 1, 2000 and June 26, 1999

Net revenues. Net revenues decreased by 32% tt 8iiltion for the six months ended July 1, 2000nfir$22.0 million for the six montt
ended June 26, 1999. Net revenues from Equipméag daclined to $12.0 million for the six monthsled July 1, 2000 from $18.5 million

for the six months ended June 26, 1999. The deeliaatet revenues from Equipment was due priméuily decrease in sales of disk
manufacturing systems, partially offset by increbsales of system upgrades and components. Netuesdérom Photonics decreased to $3.1
million for the six months ended July 1, 2000 fr&&5 million for the six months ended June 26, 199% decrease in Photonics sales was
primarily the result of a research and developneentract that was on hold for most of the three-tngeriod ended April 1, 2000. The
Company expects that both Equipment and Photoales svill increase in the second half of 2000 retato the first half of 2000.

International sales decreased by 72% to $4.0 mifiio the six months ended July 1, 2000 from $Mdilon for the six months ended June
26, 1999. The decrease in international sales wasagly due to a decrease in net revenues frotk iignufacturing equipment. International
sales constituted 26% of net revenues for the simths ended July 1, 2000 and 65% of net revenudhdosix months ended June 26, 1999.

Gross margin. Gross margin was 16% for the six hoehded July 1, 2000 as compared to 5% for thmenths ended June 26, 1999. Gross
margin in the Equipment business increased to 2#%he six months ended July 1, 2000 as comparéétéor the six months ended June
26, 1999. Equipment gross margins were depressie isix months ended June 26, 1999 as the reshié sale of three used disk sputtering
systems at heavily discounted prices, recognitich®sale of the Company's first production rapigkrmal processing system, which incur
high initial costs to complete and then integrate its customer's production environment, payno€$0.5M as part of the settlement of the
CVC patent claim and under-absorption of manufaetuoverhead due to low manufacturing volume. Equépt gross margins increased in
the six months ended July 1, 2000 as the resuatfaforable mix of relatively high margin upgradesthe Company's installed base of MDP-
250 systems and a reduced cost level of manufagtenerhead, which were partially offset by theabshment of $1.1 million of inventory
reserves related to slow moving systems invenfmgtonics gross margins declined to (15%) for theronths ended July 1, 2000 from 1

for the six months ended June 26, 1999. The Compapgcts that Photonics gross margins will fluetfaam quarter to quarter based on the
relative mix of sales derived from prototype produérom fully funded research and developmentremt$ and from cost shared research and
development contracts.

Research and development. Company funded reseadotiexelopment expense decreased by 37% to $5i0midr the six months ended
July 1, 2000 from $7.9 million for the six monthsded June 26, 1999, representing 33% and 36%,atbsglg, of net revenue. This decrease
was primarily the result of decreased expensehfdevelopment of disk manufacturing equipmentfeiganel manufacturing equipment,
and to a lesser extent, reduced spending for Plestpnoducts and electron beam processing equipmbatCompany expects research &
development spending in the second half of 2008etoomparable to the first half of 2000.

Research and development expenses do not inclste aid$2.3 million and $2.9 million for the six-mih periods ended July 1, 2000 and
June 26, 1999 related to contract research andajewent performed by the Company's Photonics basinEhese expenses are included in
cost of goods sold.

Research and development expenses also do nodénchsts of $0.5 million and $0.2 million, respeely, in the six-month periods ended
July 1, 2000 and June 26, 1999, reimbursed unéeietins of a research and development cost shagirement with the Company's
Japanese flat panel manufacturing equipment dewedappartner.
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Selling, general and administrative. Selling, gahand administrative expense decreased by 60%.6orfiillion for the six months ended
July 1, 2000 from $4.0 million for the six monthsded June 26, 1999, representing 11% and 18%,atagglg, of net revenue. The primary
reason for the decline was a $1.5 million reductiothe allowance for doubtful accounts. Sellinghgral and administrative expenses were
also reduced by $0.6 million as the result of tise@htinuation of the Company's electron beam msiog equipment product line.

Restructuring expense (gain). Restructuring expéyeia) was $0.6 million and ($22,000) in the sigfth periods ended July 1, 2000 and
June 26, 1999, respectively. During the three noatided April 1, 2000 the Company vacated appraeind 7,000 square feet of its Santa
Clara Headquarters and negotiated an early leasinigion for the space. As a result, the Compawersed approximately $0.6 million of
previously accrued restructuring expense relatinigiture rents on the vacated space. In March 199€ompany completed a reduction in
force of approximately 10% of its worldwide staffdaincurred employee severance costs of approxignétd 5,000. In March 1999, the
Company also negotiated an early termination deaise commitment in Rocklin, which resulted inl 000 reduction of previously
expensed closure costs. This $132,000 reductioesitnucturing costs was partially offset by the 5000 of restructuring costs related to the
Company's March 1999 reduction in force.

Interest expense. Interest expense declined torfillibn in the six months ended July 1, 2000 fr210 million in the six months ended June
26, 1999. Interest expense declined due to a rieduict the balance outstanding of the Company'sv€dible Notes due 2004.

Interest income and other, net. Interest incomecdher, net decreased to $1.4 million for the soaths ended July 1, 2000 from $1.9 million
for the six months ended June 26, 1999. The deemgas primarily the result of smaller gains on iignecurrency hedging.

6 1/2% Convertible Subordinated Notes Due 2004.tsapany repurchased $4.0 million of its Conveetibtes during the six months
ended June 26, 1999, from which it recognized a ga$1.0 million, net of applicable taxes.

Provision for (benefit from) income taxes. The Camys estimated effective tax rates for the six-thq@eriods ended July 1, 2000 and June
26, 1999 were 0% and a benefit rate of 38%, resdygt The Company did not accrue a tax benefitrduthe six-month period ended July 1,
2000 due to the inability to realize additionaluredls from loss carry-backs. As of July 1, 2000Glbenpany's deferred tax assets totaled $7.7
million. The Company believes that it is more lik&han not that it will earn sufficient taxable @me in the future to realize the value of tr
deferred tax assets. If in the future the Compaatgrdhines it is more likely that it will not earmxable income in the future sufficient to
realize the value of these deferred tax assetsttie@ompany will expense the value of the defeta@dassets not likely to be realized.

LIQUIDITY AND CAPITAL RESOURCES

The Company's operating activities used cash & ffllion for the six months ended July 1, 2000e ™ash used was due primarily to
inventory increases and the net loss incurred eyCtbmpany, which were largely offset by a reductioaccounts receivable, depreciation
amortization and increases in customer advances@alints payable.

The Company's investing activities provided casfiz# million for the six months ended July 1, 2@30a result of the net sale of
investments, which was partially offset by the page of fixed assets.

The Company's financing activities provided casB@B million for the six months ended July 1, 2@3Che result of the sale of the
Company's common stock to its employees througiCtrapany's employee benefit plans.
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CERTAIN FACTORS WHICH MAY AFFECT FUTURE OPERATING R ESULTS
The disk drive industry is cyclical and subjecptolonged down-cycles.

Intevac derives a significant proportion of itseaues from sales of equipment to manufacturersmfpaiter disk drives and disk drive
components. The disk drive industry is cyclical fiad experienced long periods of ogepply and intensely competitive pricing. Since 2!
many of the manufacturers of hard disk drives dedt tomponent suppliers have reported substdotaés. These down-cycles reduce the
demand for the disk manufacturing equipment we Aalla result Intevac has experienced significadtictions in its quarterly revenues, and
has incurred quarterly losses, since the thirdtguaf 1998. Intevac is not able to accurately mtaghen the industry conditions that have
depressed our sales will become more favorable.

Rapid increases in areal density are reducing tineoer of thin-film disks required per disk drive.

Over the past few years the amount of data thabeastored on a single thin-film computer disk basn growing at approximately 100% per
year. Although the number of disk drives producesd tontinued to significantly increase each yéwrjricrease in areal density has rest

in a reduction in the number of disks requiredgtisk drive. The result has been that the numbérinffilm disks used worldwide has not
grown significantly since 1997. Without an increaséhe number of disks required, Intevac's diskipaepent sales are largely limited to
upgrades of existing capacity, rather than capasipansion. While the rapidly falling cost of stgegper gigabyte is leading to new
applications for disk drives beyond the traditiooamputer market, it is not clear to what extestdemand from these new applications will
be offset by further declines in the average nunalbeisks required per disk drive.

Intevac's business is subject to rapid technicahgb.

Intevac's ability to remain competitive requirepstantial investments in research and developridet failure to develop, manufacture and
market new systems, or to enhance existing systemsdd have an adverse effect on Intevac's busitesie past, Intevac has experienced
delays from time to time in the introduction ofdaechnical difficulties with, some of its systearsd enhancements. Intevac's success in
developing and selling equipment depends uponiatyasf factors, including accurate prediction ofure customer requirements, technology
advances, cost of ownership, introduction of ne@dpcts on schedule, cost-effective manufacturirdymoduct performance in the field.
Intevac's new product decisions and development@tmments must anticipate continuously evolving istiiy requirements significantly in
advance of sales. Any failure to accurately preclistomer requirements and to develop new genagtibproducts to meet those
requirements would have an adverse effect on Iotevmusiness.

Competition is intense and our competitors aredangd well financed.

Intevac experiences intense competition in the fgent Business. For example, Intevac's disk spudt@roducts experience competition
worldwide from two principal competitors, Balzers®\ ("Balzers") and Anelva Corporation ("Anelvaggch of which is a large manufactt
of complex vacuum equipment and thin-film disk mi@cturing systems and has sold a substantial nuoflibin-film disk sputtering
machines worldwide. Both Balzers and Anelva hauestantially greater financial, technical, marketinganufacturing and other resources
than Intevac. There can be no assurance that kitesampetitors will not develop enhancements tdytnire generations of, competitive
products that will offer superior price or performea features or that new competitors will not ehtégvac's markets and develop such
enhanced products.

Given the lengthy sales cycle and the significameéstment required to integrate equipment intarth@ufacturing process, Intevac believes
that once a manufacturer has selected a partisufglier's equipment for a specific applicatiomtttmanufacturer generally relies upon that
supplier's equipment and frequently will continagotirchase any additional equipment for that appba from the same supplier.
Accordingly, competition for customers in the equgnt industry is intense, and suppliers of equigmeay offer substantial pricing
concessions and incentives to attract new custoareetain existing customers.
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The sales of our equipment products are dependestilostantial capital investment by our customers.

The majority of our Equipment revenues have histdly come from the sale of equipment used to maatufe thin-film disks and to a lesser
extent from the sale of equipment used to manufadtat panel displays. The systems Intevac sgiially cost between $1 and $3 million
each. Flat Panel sputtering systems tend to sedifostantially more than $3 million each. The pase of Intevac's systems, along with the
purchase of other related equipment and facilitieguires extremely large capital expenditures tnyonistomers. These costs are far in excess
of the cost of the Intevac systems. The magnitddeich capital expenditures requires that our easts have access to large amounts of
capital and that they are willing to invest thapital over long periods of time in order to be atagurchase our equipment. Because of the
prolonged industry downturn, some of our customeay not be willing, or able, to make the magnitofleapital investment required to
purchase our products.

A portion of our sales are to international custmsne

Sales and operating activities outside of the Wn8tates are subject to certain inherent riskddieg fluctuations in the value of the United
States dollar relative to foreign currencies, fayifjuotas, taxes and other market barriers, paliind economic instability, restrictions on the
export or import of technology, potentially limitéutellectual property protection, difficulties #taffing and managing international operat
and potentially adverse tax consequences. Intesars @ significant portion of its revenue from intgional sales, and there can be no
assurance that any of these factors will not havadverse effect on Intevac's business.

Intevac generally quotes and sells its productdSndollars. However, for some Japanese customeeydc quotes and sells its products in
Japanese Yen. Intevac, from time to time, entaosforeign currency contracts in an effort to regltite overall risk of currency fluctuation:s
Intevac's business. However, there can be no as=ithat the offer and sale of products in forelgnominated currencies, and the related
foreign currency hedging activities will not advelssaffect Intevac's business.

Intevac's two principal competitors for disk sprittg equipment are based in foreign countries anetost structures based on foreign
currencies. Accordingly, currency fluctuations @boluse Intevac's products to be more, or lesse pampetitive than its competitors'
products. Currency fluctuations will decrease noréase, Intevac's cost structure relative to tbd#s competitors, which could impact
Intevac's gross margins.

Our operating results fluctuate significantly.

Over the last ten quarters Intevac's operatingnrecor loss as a percentage of net revenues haisdtad from approximately (79%) to 8% of
net revenues. Over the same period sales per ghaxe fluctuated between $35.8 million and $5.Bioni. Intevac anticipates that its sales
and operating margins will continue to fluctuate. @result, period-to-period comparisons of itsiitef operations are not necessarily
meaningful and should not be relied upon as initinatof future performance.

Intevac's stock price is volatile.

Intevac's stock price has experienced both sigmfilncreases and decreases in valuation over géigods of time. Factors such as
announcements of developments related to Intebasimess, fluctuations in Intevac's operating testailure to meet securities analysts'
expectations, general conditions in the disk damd thinfilm media manufacturing industries and the worldeveconomy, announcements
technological innovations, new systems or prodab@cements by Intevac or its competitors, fluebmstin the level of cooperative
development funding, acquisitions, changes in gowental regulations, developments in patents arattiellectual property rights and
changes in Intevac's relationships with customedssauppliers could cause the price of Intevac's @omStock to continue to fluctuate
substantially. In addition, in recent years thektmarket in general, and the market for smalltedipation and high technology stocks in
particular, has experienced extreme price fluctustivhich have often been unrelated to the opegranformance of affected companies.
Any of these factors could adversely affect thekatprice of Intevac's Common Stock.
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Competition is intense for employees in northertif@aia.

Intevac's operating results depend in significamt ppon its ability to retain and attract qualifimanagement, engineering, marketing,
manufacturing, customer support, sales and admatiist personnel. Competition in northern Califarfor such personnel is intense and t
can be no assurance that Intevac will be succeisséitracting and retaining such personnel. Thlarfato attract and retain such personnel
could have an adverse effect on Intevac's business.

Intevac routinely evaluates acquisition candidates other diversification strategies.

Intevac has completed multiple acquisitions as ghits efforts to grow and diversify its busineBsr example, Intevac's business was init
acquired from Varian Associates in 1991. Addititpaintevac acquired its current gravity lubricatjdCSS test equipment and rapid thermal
processing product lines in three separate acunsitintevac also acquired its RPC electron beauogssing business in late 1997, and
closed this business in early 2000. Intevac intéod®ntinue to evaluate new acquisition candidatesdiversification strategies. Any
acquisition will involve numerous risks, includidgficulties in the assimilation of the acquiredngpany's employees, operations and
products, uncertainties associated with operatingeiv markets and working with new customers, &edobtential loss of the acquired
company's key employees. Additionally, unanticigaggpenses may be incurred relating to the integratf technologies, research and
development, and administrative functions. Any fatacquisitions may result in potentially dilutigsuance of equity securities, acquisition
related write-offs and the assumption of debt asrtingent liabilities. Any of the above factors tadversely affect Intevac's business.

Thin-film disks could be replaced by a new techgglo

Intevac believes that thifikm disks will continue to be the dominant medidion data storage for the foreseeable future. Howewis possibls
that competing technologies may at some time retheeemand for thin-film disks, which would adwaysaffect Intevac's disk equipment
business.

Our products are complex, constantly evolving, aftenh manufactured to individual customer requiretae

Intevac's Equipment products have a large numbeomwiponents and are highly complex. Intevac magee&pce delays and technical and
manufacturing difficulties in future introductions volume production of new systems or enhanceméntsddition, some of the systems b

by Intevac must be customized to meet individuatauer site or operating requirements. Intevadilated manufacturing capacity and

be unable to complete the development or meetettical specifications of its new systems or enbarents or to manufacture and ship
these systems or enhancements in a timely mammaddition, Intevac may incur substantial unantitéal costs early in a product's life cycle,
such as increased cost of materials due to expgditiarges, other purchasing inefficiencies andtgrehan expected installation and support
costs which cannot be passed on to the customeertain instances, Intevac is dependent uponeassgiplier or a limited number of
suppliers, or has qualified only a single or lidittumber of suppliers, for certain complex compasen sub-assemblies utilized in its
products. Any of these factors could adverselycaffietevac's business.

Intevac's business is dependent on its intellegragderty.

There can be no assurance that:

- any of Intevac's patent applications will be a#a or that any of the allowed applications willisgued as patents, or
- any patent owned by Intevac will not be invalethtdeemed unenforceable, circumvented or chalteraye

- the rights granted under our patents will prowidenpetitive advantages to Intevac, or
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- any of Intevac's pending or future patent apfitices will be issued with claims of the scope sdughintevac, if at all, or
- others will not develop similar products, duptie#ntevac's products or design around the patemted by Intevac, or

- foreign patent rights, intellectual property lamrsintevac's agreements will protect Intevac'sliattual property rights.
Failure to protect Intevac's intellectual propeights could have an adverse effect upon Intevacsiness.

From time to time Intevac has received claims ithiatinfringing third parties' intellectual proggrrights. There can be no assurance that third
parties will not in the future claim infringement mtevac with respect to current or future patetmeslemarks, or other proprietary rights
relating to Intevac's disk sputtering systems,gkatel manufacturing equipment or other products: present or future claims, with or

without merit, could be time-consuming, result astly litigation, cause product shipment delaysequire Intevac to enter into royalty or
licensing agreements. Such royalty or licensingeaigrents, if required, may not be available on texceeptable to Intevac, or at all. Any of
the foregoing could have an adverse effect upa@vat's business.

$41 Million of convertible notes are outstanding avill mature in 2004.

In connection with the sale of $57.5 million of &1/2% Convertible Subordinated Notes Due 2004 (@onvertible Notes") in February
1997, Intevac incurred a substantial increaseerraiio of long-term debt to total capitalizatiehg@reholders' equity plus long-term debt).
During 1999 Intevac repurchased $16.3 million & @onvertible Notes. The $41.2 million of the Cariaée Notes that remain outstanding
commit Intevac to substantial principal and intemddigations. The degree to which Intevac is leged could have an adverse effect on
Intevac's ability to obtain additional financing fworking capital, acquisitions or other purposed aould make it more vulnerable to indut
downturns and competitive pressures. Intevac'sahil meet its debt service obligations will bepdadent on Intevac's future performance,
which will be subject to financial, business anldestfactors affecting the operations of Intevacnynef which are beyond its control.

A majority of the Common Stock outstanding is coliéd by the directors and executive officers déirac.

The present directors and their affiliates and attee officers, in the aggregate, beneficially owvmajority of Intevac's outstanding shares of
Common Stock. As a result, these shareholders\qattigether, are able to effectively control allti@es requiring approval by the
shareholders of Intevac, including the electiola afiajority of the directors and approval of sigrafit corporate transactions.

Intevac uses hazardous materials.

Intevac is subject to a variety of governmentalifations relating to the use, storage, dischargedling, emission, generation, manufacture,
treatment and disposal of toxic or other hazardmstances, chemicals, materials or waste. Anyréatb comply with current or future
regulations could result in substantial civil peiesl or criminal fines being imposed on Intevadt®officers, directors or employees,
suspension of production, alteration of its manufacg process or cessation of operations. Suchlagégns could require Intevac to acquire
expensive remediation or abatement equipment ioicto substantial expenses to comply with enviromtaeregulations. Any failure by
Intevac to properly manage the use, disposal oag#oof, or adequately restrict the release ofattims or toxic substances could subject
Intevac to significant liabilities

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Reference is made to Part Ill, ltem 7, Quantitatime Qualitative Disclosures About Market Riskitie Registrant's Annual Report on Form
10-K for the year ended December 31, 1999.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

On June 12, 1996 two Australian Army Black HawkiElgbters collided in midair during nighttime maneus. Eighteen Australian
servicemen perished and twelve were injured. Tha@my was named as a defendant in a lawsuit refatinis crash. The lawsuit was filed
in Stamford, Connecticut Superior Court on Junel®@9 by Mark Durkin, the administrator of the és$aof the deceased crewmembers, the
injured crewmembers and the spouses of the deceaskar injured crewmembers. Included in the saltsgations are assertions that the
crash was caused by defective night vision goggles.suit names three US manufacturers of militégit vision goggles, of which Intevac
was one. The suit also names the manufactureegditbt's helmets, two manufacturers of night vissystem test equipment and the
manufacturer of the helicopter. The suit claims dges for 13 personnel killed in the crash, 5 parebmjured in the crash and spouses of
those killed or injured.

It is known that the Australian Army establisheB@ard of Inquiry to investigate the accident arat the Board of Inquiry concluded that the
accident was not caused by defective night visimggies. Preliminary investigations lead the Comparyelieve that it has meritorious
defenses against the Durkin suit. However, thenebeano assurance that the resolution of the sllihet have a material adverse effect on
the Company's business, operating results anddialacondition.

On January 5, 2000, the Company's RPC Technoldgiessubsidiary was named as a defendant in auiafiled in United States District
Court in Texas. The lawsuit was filed by Reita Eti)lExecutrix of the estate of Thomas O. Millerd d&amily members of Mrs. Miller. The

suit names RPC Technologies, Inc., RPC Industiiesand Intevac, Inc. as defendants. Includethénsuits allegations are assertions that
Thomas O. Miller protracted leukemia and died asrésult of working in and around Broad Beam acaédes manufactured by RPC
Industries, Inc and installed at Mr. Miller's emydo, Tetra Pak. Preliminary investigations lead@oenpany to believe that it has meritorious
defenses against the Miller suit. However, therelmno assurance that the resolution of the dliihet have a material adverse effect on the
Company's business.

ITEM 2. CHANGES IN SECURITIES

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY -HOLDERS

The Company's annual meeting of shareholders wdsheMay 15, 2000. The following actions were tale this meeting:

ABSTENTIONS
AFFIR MATIVE NEGATIVE VOTES AND BROKER
VO TES VOTES WITHHELD NON-VOTES

(a) Election of Directors

Norman H. Pond.............ccocveeee. 10,87 9,507 437,265  -- 783,982

Edward Durbin..........cc.ccceeeeene 10,87 9,207 437,565 - 783,982

Robert D. Hempstead.................... 10,87 3,939 442,833  -- 783,982

David N. Lambeth............cccc..... 10,87 5,507 441,265 - 783,982

H. Joseph Smead 6,507 440,265 - 783,982
(b) Approval of an amendment to the

Company's bylaws............ccceeunee. 10,37 2,004 934,318 - 794,432
(c) Approval of an amendment to the

Company's 1995 Stock Option Plan........ 9,50 6,283 1,474,161  -- 1,120,310
(d) Ratification of Ernst & Young as

independent auditors.................... 11,30 5,676 3,900 -- 791,178

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) The following exhibits are filed herewith:

EXHIBIT
NUMBER DESCRIPTION

27.1 Financial Data Schedule

(b) On June 13, 2000 the registrant filed a reporForm 8-K regarding the dismissal of Ernst & YguiP and the engagement of Grant
Thornton LLP as its independent auditors.
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SIGNATURES

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

INTEVAC, INC.

Dat e: August 8, 2000 By: /'s/ NORVAN H. POND
Nor man H. Pond
Chai rman of the Board
(Principal Executive Oficer)

Dat e: August 8, 2000 By: /'s/ CHARLES B. EDDY |11

Charles B. Eddy II1

Vi ce President, Finance and
Admi ni stration,

Chi ef Financial Oficer, Treasurer
and Secretary

(Principal Financial and Accounting
O ficer)
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EXHIBIT INDEX

EXHIBIT
NUMBER DESCRIPTION
27.1 Financial Data Schedule
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ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE CONDENSED CONSOLIDATE
BALANCE SHEET AT JULY 1, 2000 (UNAUDITED) AND THE ONDENSED CONSOLIDATED STATEMENT OF INCOME AND
COMPREHENSIVE INCOME (UNAUDITED) FOR THE SIX MONTHENDED JULY 1, 2000, AND IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.
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