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LOGO
Dear Shareholder:

You are cordially invited to attend the Annual Megtof Shareholders (the "Annual Meeting") of IrdeyInc. (the "Company") which will
held on May 14, 1998, at 9:00 a.m., at the Compgdmyadquarters, 3550 Bassett Street, Santa Clalifgr@ia 95054.

At the Annual Meeting, you will be asked to considad vote upon the following proposals: (i) toctléve (5) directors of the Company; (ii)
to approve an amendment to the Stock Option/Steslance Plan; and (iii) to ratify the appointmdrEimst & Young LLP as independent
public auditors of the Company for the fiscal yeading December 31, 1998.

The enclosed Proxy Statement more fully describegletails of the business to be conducted at tiri&l Meeting. After careful
consideration, the Company's Board of Directorsuraimously approved the proposals and recomntbatiyou vote FOR each such
proposal.

After reading the Proxy Statement, please marle,dagn and return the enclosed proxy card in tcermpanying reply envelope by no later
than May 13, 1998. If you decide to attend the AaiiMeeting and would prefer to vote in person, séenotify the Secretary of the Company
that you wish to vote in person and your proxy wik be voted. YOUR SHARES CANNOT BE VOTED UNLES®WY SIGN, DATE AND
RETURN THE ENCLOSED PROXY OR ATTEND THE ANNUAL MEHENG IN PERSON.

A copy of the Company's 1997 Annual Report has lmeaited concurrently herewith to all shareholderstied to notice of and to vote at the
Annual Meeting.

We look forward to seeing you at the Annual MeetiAlpase notify Brenda Boschetto at (408) 496-2Bya@u plan to attend.
Sincerely yours,

/'S NORVAN H. POND

Nor man H. Pond

Presi dent and Chief Executive Oficer
Santa Clara, California
March 31, 1998

IMPORTANT

PLEASE MARK, DATE AND SIGN THE ENCLOSED PROXY ANDIRTURN IT AT YOUR EARLIEST CONVENIENCE IN THE
ENCLOSED POSTAGE-PREPAID RETURN ENVELOPE SO THATYPU ARE UNABLE TO ATTEND THE ANNUAL MEETING,
YOUR SHARES MAY BE VOTED.



INTEVAC, INC.
3550 BASSETT STREET
SANTA CLARA, CALIFORNIA 95054

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD MAY 14, 1998

TO OUR SHAREHOLDERS:

You are cordially invited to attend the Annual Megtof Shareholders (the "Annual Meeting") of IraeyInc., a California corporation (the
"Company"), to be held on May 14, 1998 at 9:00 alocal time, at the Company's headquarters, 353&t Street, Santa Clara, California
95054, for the following purposes:

1. To elect directors to serve for the ensuing yeamtil their respective successors are dulytetband qualified. The nominees are Norman
H. Pond, Edward Durbin, Robert D. Hempstead, Daliittambeth and H. Joseph Smead.

2. To approve an amendment to the 1995 Stock Q@iock Issuance Plan to increase the number oéshiaserved for issuance thereunder
by 200,000.

3. To ratify the appointment of Ernst & Young LLB iadependent public auditors of the Company ferfical year ending December 31,
1998.

4. To transact such other business as may propentye before the meeting or any adjournment thereof.
The foregoing items of business are more fully dbed in the Proxy Statement that accompanies\tbigce.

Only shareholders of record at the close of businesMarch 17, 1998 are entitled to notice of andate at the Annual Meeting and at any
continuation or adjournment thereof.

All shareholders are cordially invited and encoexhtp attend the Annual Meeting. In any eventnsuee your representation at the meeting,
please carefully read the accompanying Proxy Setémhich describes the matters to be voted oneaf\hnual Meeting and sign, date and
return the enclosed proxy card in the reply envelovided. Should you receive more than one pleagause your shares are registered in
different names and addresses, each proxy shouletlmmed to ensure that all your shares will bedolf you attend the Annual Meeting &
vote by ballot, your proxy will be revoked autoneatly and only your vote at the Annual Meeting vii# counted. The prompt return of your
proxy card will assist us in preparing for the AahiMeeting.

We look forward to seeing you at the Annual MeetiRlgase notify Brenda Boschetto at (408) 496-2Bya@u plan to attend.
BY ORDER OF THE BOARD OF DIRECTORS

/'s/ CHARLES B. EDDY |11

CHARLES B. EDDY I1I1
Vi ce President, Finance and
Admi ni stration,
Chi ef Financial Oficer, Treasurer and
Secretary
Santa Clara, California
March 31, 1998

ALL SHAREHOLDERS ARE CORDIALLY INVITED TO ATTEND THE ANNUAL MEETING IN PERSON. IN ANY EVENT, TO
ENSURE YOUR REPRESENTATION AT THE ANNUAL MEETING,®U ARE URGED TO VOTE, SIGN AND RETURN THE
ENCLOSED PROXY AS PROMPTLY AS POSSIBLE IN THE POSGE-PREPAID ENVELOPE ENCLOSED FOR THAT PURPOS



PROXY STATEMENT
FOR THE ANNUAL MEETING OF SHAREHOLDERS OF
INTEVAC, INC.
TO BE HELD MAY 14, 1998
GENERAL

This Proxy Statement is furnished in connectiorhwlite solicitation by the Board of Directors ofdwac, Inc., a California corporation (the
"Company" or "Intevac"), of proxies to be votedfa# Annual Meeting of Shareholders (the "Annual Meg) to be held on May 14, 1998,
at any adjournment or postponement thereof, fopthrposes set forth in the accompanying Notice mfival Meeting of Shareholders.
Shareholders of record on March 17, 1998 will biiled to vote at the Annual Meeting. The Annualdilag will be held at 9:00

a.m. at the Company's headquarters, 3550 Bassettt Santa Clara, California 95054.

It is anticipated that this Proxy Statement andethelosed proxy card will be first mailed to shanelers on or about March 31, 1998.
VOTING RIGHTS

The close of business on March 17, 1998 was therdetate for shareholders entitled to notice of ndbte at the Annual Meeting and any
adjournments thereof. At the record date, the Compad approximately 12,248,525 shares of its Com8tock outstanding and entitled to
vote at the Annual Meeting, held by approximateB0P shareholders. Holders of Common Stock aréehtio one vote for each share of
Common Stock so held. A majority of the shares @@ on Stock entitled to vote will constitute a quarfor the transaction of business at
the Annual Meeting.

If any shareholder is unable to attend the Annuagtihg, such shareholder may vote by proxy. Théosad proxy is solicited by the
Company's Board of Directors, (the "Board of Dicest or the "Board"), and, when the proxy cardeisimed properly completed, it will be
voted as directed by the shareholder on the prary. Shareholders are urged to specify their cBaicethe enclosed proxy card. If a proxy
card is signed and returned without choices spkifn the absence of contrary instructions, tleeeshof Common Stock represented by such
proxy will be voted FOR Proposals 1, 2 and 3 arltibei voted in the proxy holders' discretion astioer matters that may properly come
before the Annual Meeting.

The five director nominees receiving the higheshhar of affirmative votes will be elected. Votesiggt a nominee, abstentions and brokers
non-votes will have no effect on the election akdiors. Approval of Proposals 2 and 3 requir¢éh@)affirmative vote of a majority of those
shares present and voting, and (ii) the affirmatiote of the majority of the required quorum. Thaisstentions and broker nentes can hav
the effect of preventing approval of a proposal sghtee number of affirmative votes, though a méjasf the votes cast, does not constitute a
majority of the required quorum. All votes will bebulated by the inspector of election appointedtie meeting, who will separately tabul
affirmative and negative votes, abstentions an#tdiroon-votes.

REVOCABILITY OF PROXIES

Any person giving a proxy has the power to revdla any time before its exercise. A proxy may ®eked by filing with the Secretary of
the Company an instrument of revocation or a dubcated proxy bearing a later date, or by attentiiegAnnual Meeting and voting in
person.



SOLICITATION OF PROXIES

The Company will bear the cost of soliciting praxi€opies of solicitation material will be furnish® brokerage houses, fiduciaries, and
custodians holding shares in their names thatemefirially owned by others to forward to such W@ owners. The Company may
reimburse such persons for their costs of forwaydire solicitation material to such beneficial ovmd& he original solicitation of proxies by
mail may be supplemented by solicitation by teleghdelegram, or other means by directors, officemgployees or agents of the Company.
No additional compensation will be paid to thes#ividuals for any such services. Except as desdréimve, the Company does not inten
solicit proxies other than by mail.

THE ANNUAL REPORT OF THE COMPANY FOR THE FISCAL YBRENDED DECEMBER 31, 1997 HAS BEEN MAILED
CONCURRENTLY WITH THE MAILING OF THE NOTICE OF ANNWL MEETING AND PROXY STATEMENT TO ALL
SHAREHOLDERS ENTITLED TO NOTICE OF AND TO VOTE ATHE ANNUAL MEETING. THE ANNUAL REPORT IS NOT
INCORPORATED INTO THIS PROXY STATEMENT AND IS NOT@NSIDERED PROXY SOLICITING MATERIAL.

PROPOSAL NO. 1:
ELECTION OF DIRECTORS

At the Annual Meeting, five directors (constitutitige entire board) are to be elected to serve tiihext Annual Meeting of Shareholders
and until a successor for such director is eleatetiqualified, or until the death, resignationtemoval of such director. It is intended that the
proxies will be voted for the five nominees nametbtw unless authority to vote for any such nomiisegithheld. All five nominees are
currently directors of the Company and all werelé to the Board by the shareholders at the fasia meeting. Each person nominated for
election has agreed to serve if elected, and tleedBof Directors has no reason to believe thatramginee will be unavailable or will decline
to serve. In the event, however, that any nomigemable or declines to serve as a director dirtieof the Annual Meeting, the proxies will
be voted for any other person who is designatetth®&ygurrent Board of Directors to fill the vacantinless otherwise instructed, the
proxyholders will vote the proxies received by thiamthe nominees named below. The five candidegesiving the highest number of the
affirmative votes of the shares entitled to votéhatAnnual Meeting will be elected directors of thompany. The proxies solicited by this
Proxy Statement may not be voted for more thanriwminees.

NOMINEES

Set forth below is information regarding the nongim¢o the Board of Directors.

NAME POSITION(S ) WITH THE COMPANY AGE
Norman H. Pond.............cccee. Chairman of the Board, President 59
and Chief Executive Officer
Edward Durbin(1)..........cc.cee.n. Director 70
Robert D. Hempstead.................. Chief Operat ing Officer 54
David N. Lambeth(1)(2)............... Director 50
H. Joseph Smead(2)................... Director 72

(1) Member of the Audit Committee
(2) Member of the Compensation Committee
BUSINESS EXPERIENCE OF NOMINEES FOR ELECTION AS DIRECTORS

Mr. Pond is a founder of the Company and has semgddhairman of the Board, President and Chief ltkex Officer since October 1990.
Before joining the Company, from 1988 to 1990, Mond served as President and Chief Operating ©ffic€arian Associates, Inc.
("Vvarian"), a publicly held manufacturer of semidoictor, communication, defense and medical produdisre he was responsible for
overall manage-



ment of Varian's operations. From 1984 to 1988, Rémd was President of Varian's Electron Device@ystems Group and became a
Director of Varian in 1986. Prior to joining Variallr. Pond was employed by Teledyne, a diversiéilttronics company, from 1963 to
1984, where he served in various positions, inclgdsroup Executive.

Mr. Durbin has served as a Director of the Compginge February 1991. Mr. Durbin is the Vice Chainnoé Kaiser Aerospace & Electroni
Corporation ("Kaiser"), responsible for marketimgldusiness development since joining Kaiser irb18M. Durbin currently serves as a
director for all of Kaiser's subsidiaries.

Dr. Hempstead has served as Chief Operating Offittre Company since April 1996. He was appoiradirector of the Company in 1997.
Before joining the Company, Dr. Hempstead servethfNovember 1994 to February 1996 as Executive Rresident of Censtor Corp., a
manufacturer of computer disk drive heads and diBksHempstead was a self-employed consultant ft888 to November 1994,

Dr. Lambeth has served as a Director of the Comgarge May 1996. Dr. Lambeth has been Professelectrical and computer engineering
and Associate Director of the Data Storage Systeemger at Carnegie Mellon University since 1988c8i1988 Dr. Lambeth has been the
owner of Lambeth Systems, an engineering consufiting From 1973 to 1988 Dr. Lambeth worked at Bast Kodak Company's Research
Laboratories, most recently as the head of the MtagMaterials Laboratory.

Dr. Smead has served as a Director of the Compang &ebruary 1991. Dr. Smead joined Kaiser in 187d served as Kaiser's President
from 1974 until October 1997. Dr. Smead also seage®Bresident and Chairman of the Board of DireatdK Systems, Inc., Kaiser's parent
company, from 1977 until October 1997. Dr. Smeaderuly serves as Chairman of the Board of DirectifrKaiser and as a director for all
of Kaiser's subsidiaries.

BOARD MEETINGS AND COMMITTEES

The Board of Directors held six (6) meetings dufiisgal 1997. All members of the Board of Directdiging fiscal 1997 attended more than
seventy-five percent (75%) of the aggregate otdke number of meetings of the Board of Directoetd during the fiscal year and the total
number of meetings held by all committees of thafwmn which such director served. There are ndlyaiglationships among executive
officers or directors of the Company. The BoardaEctors has an Audit Committee and a Compens&mmmittee.

The Audit Committee of the Board of Directors higddr (4) meetings during fiscal 1997. The Audit Guitiee, which during 1997 was
comprised of Mr. Durbin and Dr. Lambeth, recommeagagement of the Company's independent audéippspves services performed by
such auditors, and reviews and evaluates the Coyigpaccounting system and its system of internatrots.

The Compensation Committee of the Board of Direchmid two (2) meetings during fiscal 1997. The @ensation Committee, which
during 1997 was comprised of Dr. Lambeth and Dre&n has overall responsibility for the Compangimpensation policies and determil
the compensation payable to the Company's execofivers, including their participation in certaifthe Company's employee benefit and
stock plans.

DIRECTOR COMPENSATION

Directors of the Company do not receive compensdtio services provided as a director. The Compsy does not pay compensation for
committee participation or special assignmentsiefBoard of Directors. However, the directors digilde to receive periodic option grants
under the Discretionary Option Grant and Autom@gtion Grant Programs in effect under the Compal§25 Stock Option/Stock Issuance
Plan (the "1995 Plan"). Under the Discretionaryi@ptGrant Program, all directors are eligible toaige option grants, when and as
determined by the Board of Directors.



Under the Automatic Option Grant Program, eachviiddial who was serving as a non-employee Board neemib the November 20, 1995
effective date of the 1995 Plan received an opgi@mt for 10,000 shares of Common Stock with amase price of $6.00 per share, the pi
per share at which the Common Stock was sold ifnilial public offering on that date. Each indiva who first becomes a non-employee
Board member at any time after November 20, 1995 &deive a similar 10,000-share option grantlemdate such individual joins the
Board, provided such individual has not been ingtier employ of the Company. In addition, on ttededof each Annual Shareholders
Meeting, each individual who is to continue to geag a non-employee Board member, whether or abirttividual has been in the prior
employ of the Company, will receive an option grianpurchase 2,500 shares of Common Stock, pro\adel individual has served as a
non-employee Board member for at least six momMbsnon-employee Board members received any optiantg under the Discretionary
Option Grant Program during the 1997 fiscal year.

Each such option has an exercise price per sha tgthe fair market value per share of Commamlsbn the grant date and a maximum
term of 10 years, subject to earlier terminatidiofeing the optionee's cessation of Board servitach such option is immediately exercis:

for any or all of the option shares; however, amgres purchased under the option are subject toalepse by the Company, at the option
exercise price paid per share, should the opticraee service as a Board member prior to vestittgpse shares. The shares subject to each
initial 10,000share grant vest in four successive equal annstlliments over the optionee's period of Boardiserwvith the first installmer
vesting upon the optionee's completion of one pé&oard service measured from the grant datesldires subject to each 2,500-share grant
vest upon the optionee's completion of one yed&@uaaird service measured from the grant date. Howélvershares subject to all options
immediately vest upon (i) certain changes in the@whip or control of the Company or (ii) the deathlisability of the optionee while

serving as a Board member.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR ELECTION OF
ALL OF THE ABOVE NOMINEES FOR ELECTION AS DIRECTORS .
PROPOSAL NO. 2:
APPROVAL OF AMENDMENT TO THE STOCK OPTION/STOCK ISS UANCE PLAN

The Company's 1995 Stock Option/Stock Issuance (har'1995 Plan") provides for (i) the grantingiméentive stock options within the
meaning of

Section 422 of the Internal Revenue Code of 198@naended (the "Code"), to employees of the Compady(ii) the granting of non-
statutory stock options and stock purchase rigl8BRs") to employees, non-employee members of daedof Directors and consultants of
the Company. The 1995 Plan also provides the Adrnatbr with the authority to grant stock appreoiatights. The 1995 Plan was appro
by the Board of Directors in September 1995 and@maul by the stockholders in September 1995. Uribgasinated sooner, the 1995 Plan
will terminate automatically on September 30, 2006.December 31, 1997 the price of the Companytswan stock was $9.75 per share.

In 1993, Section 162(m) was added to the Codeid@et62(m) may limit the Company's ability to detifar United States federal income
purposes compensation in excess of $1,000,000paiet Company's Chief Executive Officer and itsrfother highest paid executive
officers in any one fiscal year. Grants under t8@5LPlan will not be subject to the deduction latidn if the shareholders approve the 1995
Plan, including the option grant limitations debed below.

In March 1998, the Board of Directors increaseddsthares reserved for issuance under the 1995 RIa@(H000 shares, bringing the total
shares currently reserved for issuance under tB8 Pfan to 2,083,667. This proposal seeks sharehafproval of (i) the increase in shares
reserved and (ii) the material terms of the 19@mPihcluding, but not limited to the share limibais for purposes of Section 162(m).

The Company believes that stock options play arktyin the Company's ability to recruit, rewardiaatain executives and key employees.
Companies like Intevac have historically used stma#tons as an important part of recruitment aneintion packages. The Company
competes directly with these companies



for experienced executives and sales personnébaliel/es that it must be able to offer comparablekpges to attract the caliber of individ
necessary to the Company's business.

ADMINISTRATION

The 1995 Plan is administered by the Board or ansitide appointed by the Board. Such committee neagist of (i) two or more "non-
employee" directors in order to grant options andlspurchase rights to officers and directorsampliance with Rule 16b-3 promulgated
under the Exchange Act or (ii) two or more direstior order to grant options intended to qualify @erformance-based compensation" under
the tax laws. The administrators of the 1995 Plarreferred to herein as the "Administrator."

ELIGIBILITY; LIMITS ON GRANTS

The 1995 Plan provides that options and stock @sehights may be granted to employees, includificeos, directors and consultants to the
Company, its parent or subsidiaries. Incentivelstiations may be granted only to employees, inclg@gimployee directors and officers. The
Administrator approves the participants, the timéiraes at which options and stock purchase righésgranted and the number of shares
subject to each. The 1995 Plan is administered $o satisfy certain requirements under the federalirities laws, including under the
Exchange Act, and under the Code.

The 1995 Plan limits the discretion allowed to Awiministrator in granting options. This limitatia&intended to preserve the Company's
ability to deduct for federal income tax purpodes ¢compensation expense relating to options grdotedrtain executive officers under the
1995 Plan. Without this limitation in the 1995 Plame Company's ability to deduct such compensaigense might be reduced. The
limitation provides that under the 1995 Plan no lelyge may be granted in any one fiscal year optionsceive more than 200,000 shares of
Common Stock (except in connection with the comrearent of employment, in which case options to pasehup to an additional 150,000
shares may be granted). (See the discussion belder UTax Information” for a summary of the moregel rules governing the availability
to the Company of tax deductions in connection sititk options granted under the 1995 Plan.)

As of February 21, 1998, there were approximatély 8mployees and consultants eligible to partieipathe 1995 Plan, and 164 optionees,
including consultants, held outstanding optionsaurile 1995 Plan.

TERMS OF OPTIONS

The terms of options and stock purchase rightstgdamnder the 1995 Plan are determined by the Adtréor. Each option or stock purch
right is evidenced by a written agreement betwbertompany and the optionee to whom such opti@toak purchase right is granted an
generally subject to the following terms and caodi:

(a) EXERCISE OF THE OPTION: The Administrator detéres when options may be exercisable. Sharescubjan option generally vest
and are exercisable over five years at the rag®®§ of the shares on each anniversary of the \g&ommencement Date (as defined in the
1995 Plan). The Administrator may accelerate thating of any outstanding option. The purchase mfdabe shares to be purchased upon
exercise of any option may be paid, at the dismnetif the Administrator, in cash or check or, iésjfiied in the optionee's option agreement,
by promissory note, cashless exercise, by otheeshad Common Stock (with some restrictions) oeotlegally permitted consideration.

(b) EXERCISE PRICE: The exercise price of optiond 8PRs under the 1995 Plan is determined by tmeidistrator, provided that, (i) in
the case of an incentive stock option, the exeqmig® may not be less than 100% of the fair mavibie of the Common Stock on the date
the option is granted, (ii) in the case of a natwgbry option or stock purchase right, the exerpisce cannot be less than 85% of such fair
market value, and (iii) in the case of an incenstack option granted to an employee who, at the bf such grant, owns stock representing
more than 10% of the voting power of all classesto€k of the Company, the exercise price may bles®than 110% of the fair market ve
of the Common Stock on the date the option is gdant



(c) TERMINATION OF EMPLOYMENT: If the optionee'saius as an employee or consultant terminates foreason other than
misconduct, death or disability, an option under1895 Plan may be exercised not later than niheyg (or such other period of time, as is
determined by the Administrator and specified i dptionee's option agreement) after such ternaingbut in no event later than the date of
expiration of the term of the option) and may bereised only to the extent such option was exeptésand vested on the date of termination.
If an optionee's status as an employee or consu#eminates for misconduct, all outstanding opgivill terminate immediately and cease to
be outstanding.

(d) DEATH OR DISABILITY OF OPTIONEE: If an optioneghould die or become totally and permanently déxhtas defined in the tax
code) while employed by the Company, an option begxercised within twelve months after death onieation of employment due to
such disability (but in no event later than theedattexpiration, of the term of the option), butyoto the extent such option was exercisable
and vested on the date of death or such termindtierto disability.

(e) EXPIRATION OF OPTIONS: Stock options grantedlenthe 1995 Plan expire as determined by the Adindttor, but in no event later

than ten years from the date of grant. Howevethéncase of an incentive stock option granted teraployee who, at the time of such grant,
owns stock representing more than 10% of the vaimger of all classes of stock of the Company téhe of the option may not be greater
than five years. Under the form of option agreencemtently used by the Company, options generalpire ten years from the date of grant.

() NON-TRANSFERABILITY OF OPTIONS AND STOCK PURCHASE RIGHST Unless otherwise specified by the Administrabgtjons
and stock purchase rights are non-transferablédpptionee other than by will or by the laws odant or distribution and are exercisable
during the optionee's lifetime only by the optionee

(g) OTHER PROVISIONS: The option agreement or fet&td stock purchase agreement may contain suehn tghms, provisions and
conditions not inconsistent with the 1995 Plan ay ime determined by the Administrator.

AUTOMATIC OPTION GRANTS TO DIRECTORS

Under the Automatic Option Grant Program, eachviiddial who was serving as a non-employee Board neemib the November 20, 1995
effective date of the 1995 Plan received an opgi@mt for 10,000 shares of Common Stock with amaise price of $6.00 per share, the pi
per share at which the Common Stock was sold iinikial public offering on that date. Each indiva who first becomes a non-employee
Board member at any time after November 20, 1995 &deive a similar 10,000-share option grantlemdate such individual joins the
Board, provided such individual has not been ingtier employ of the Company. In addition, on ttededof each Annual Shareholders
Meeting, each individual who is to continue to geas a non-employee Board member, whether or abtrttiividual has been in the prior
employ of the Company, will receive an option grianpurchase 2,500 shares of Common Stock, pro\aded individual has served as a
non-employee Board member for at least six momMbsnon-employee Board members received any optiantg under the Discretionary
Option Grant Program during the 1997 fiscal year.

Each such option has an exercise price per shagd ggthe fair market value per share of Commamksbn the grant date and a maximum
term of 10 years, subject to earlier terminatidiofeing the optionee's cessation of Board servitach such option is immediately exercis:

for any or all of the option shares; however, amgres purchased under the option are subject toalepse by the Company, at the option
exercise price paid per share, should the optioraee service as a Board member prior to vestitttpse shares. The shares subject to each
initial 10,000share grant vest in four successive equal anngtliments over the optionee's period of Boardiserwith the first installmetr
vesting upon the optionee's completion of one pé&oard service measured from the grant datesldires subject to each 2,500-share grant
vest upon the optionee's completion of one yed&uaird service measured from the grant date. Howévershares subject to all options
immediately vest upon (i) certain changes in th@ewhip or control of the Company or (ii) the deatldisability of the optionee while

serving as a Board member.



STOCK PURCHASE RIGHTS

The 1995 Plan permits the Company to grant rightsurchase Common Stock of the Company either aloregldition to, or in tandem with
other awards under the 1995 Plan and/or cash awsads outside the Plan. Upon the granting of susthhék purchase right under the 1995
Plan, the offeree is advised in writing of the teywonditions and restrictions related to the griawctuding the number of shares of Common
Stock that the offeree is entitled to purchase pifiee to be paid and the time within which theeode must accept such offer (which shall in
no event exceed six months from the date of grahg.offer is accepted by execution of a restristegdk purchase agreement between the
Company and the offeree.

Unless the Administrator determines otherwise réstricted stock purchase agreement grants the &wyrgrepurchase option exercisable
upon the voluntary or involuntary termination oéthurchaser's employment or consulting relationslitip the Company for any reason
(including death or permanent and total disability}he failure of the purchaser to attain cerfg@nformance objectives. The repurchase price
for shares repurchased pursuant to this repuraa&m is the original price paid by the purchametd may be paid by cancellation of any
indebtedness of the purchaser to the Company. efhechase option lapses at such rate as the Admatoismay determine.

Upon exercise of a stock purchase right, the pwehlaas all rights of a stockholder of the Company.
STOCK APPRECIATION RIGHTS

The Administrator also has discretion to issue umigke Discretionary Option Grant Program tanderaslsappreciation rights which provide
the holders with the election to surrender thetstanding options for an appreciation distributitom the Company equal to the excess of (i)
the fair market value of the vested shares of Com8tock subject to the surrendered option oveth{@)aggregate exercise price payable for
such shares. Such appreciation distribution mapage in cash or in shares of Common Stock or a gw@tibn of both. The Company can
also grant limited stock appreciation rights whicbvide each holder with the right, exercisablerufee successful completion of a hostile
tender offer for fifty percent or more of the Compa outstanding voting securities, to surrendsmohiher outstanding options to the
Company, to the extent those options are at the ¢éxercisable for vested shares, in return forsh déstribution per surrendered option equal
to the excess of (i) the greater of the fair mavkdtie on the date the option is surrendered ohitigest price per share of Common Stock
paid in hostile tender offer over

(i) the option exercise price payable per share.

STOCK WITHHOLDING

The Administrator may allow participants in the 53®an to satisfy their withholding obligations &yher electing to have withheld by the
Company a certain number of shares of stock whizhlévotherwise be received pursuant to the exedfifige option or the vesting of such
shares, or by delivering to the Company a numbshafes of stock, having a value equal to the atmegpired to be withheld.

CHANGES IN CAPITALIZATION

In the event a change, such as a stock split ok stividend payable in Common Stock, is made inGbenpany's capitalization which results
in an exchange of Common Stock for a greater selesumber of shares without receipt of considendbly the Company, appropriate
adjustment will be made in the number of sharesrvesl for issuance under the 1995 Plan and inah&ber of shares subject to outstanding
options and stock purchase rights under the 198®, Bk well as in the price per share of CommookStovered by such options and stock
purchase rights. Such adjustment will be made byAdiministrator, whose determination is final, bimgdand conclusive.

MERGER OR ASSET SALE

In connection with any merger, or sale or tranefaall or substantially all of the assets of thenany, each outstanding option may be
assumed or an equivalent substituted by a succesgmoration. If the
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successor corporation does not assume the optisubstitute a substantially equivalent option,apgon will become fully exercisable for a
period of time determined by the Administrator. 8fitions not exercised before the merger or asdewdll terminate if not substituted or
assumed. Any option assumed or substituted forauiibmatically become fully exercisable if an opde's employment or consultancy
terminates by reason of an involuntary terminatesdefined in the 1995 Plan) within one year afiermerger or asset sale. Such option will
expire at the earlier of the end of its term or gaar after the involuntary termination. In additi@ny Company repurchase option on
unvested Common Stock will terminate and the steitlifully vest upon a merger or asset sale untessrepurchase option is assigned to the
successor corporation. Any such repurchase opsisigiaed in the merger or asset sale will end amdhlares subject to the repurchase option
will immediately vest in full if the optionee's etogment or consultancy ends within one year ofrttezger or asset sale.

AMENDMENT AND TERMINATION OF THE PLAN

The Board of Directors may amend the 1995 Plamyatiane, or may terminate the 1995 Plan, withoydrapal of the stockholders; provided,
however, that stockholder approval is requiredaity amendment to the 1995 Plan for which stockma@g@eroval is required under the Code
or other applicable rules, and no action by therBad Directors or stockholders may unilaterallypair any option or stock purchase right
previously granted under the 1995 Plan. In any gika 1995 Plan will terminate automatically orp@enber 30, 2005. Any options
outstanding under the 1995 Plan at the time déitsination will remain outstanding until they esgpby their terms.

TAX INFORMATION

THE FOLLOWING IS A SUMMARY OF THE EFFECT OF FEDERAINCOME TAXATION WITH RESPECT TO THE GRANT AND
EXERCISE OF OPTIONS AND STOCK PURCHASE RIGHTS UNDERE 1995 PLAN. IT DOES NOT PURPORT TO BE COMPLETE
AND DOES NOT DISCUSS THE TAX CONSEQUENCES OF THET®NEE'S DEATH OR THE INCOME TAX LAWS OF ANY
MUNICIPALITY, STATE OR FOREIGN COUNTRY IN WHICH A RRTICIPANT MAY RESIDE.

Incentive Stock Options

An optionee who is granted an incentive stock aptidll not recognize taxable income either at ihgetthe option is granted or upon its
exercise, although the exercise may subject therggd to the alternative minimum tax. Upon the salexchange of the shares more than
years after grant of the option and one year aftercising the option, any gain or loss will beategl as lon-term capital gain or loss. (The

rate at which such long-term capital gain or lastaked is further dependent upon the length of tine shares have been held since exercise.
If these holding periods are not satisfied, theamgte will recognize ordinary income at the timesafe or exchange equal to the difference
between the exercise price and the lower of (ifairemarket value of the shares at the date obffteon exercise or (ii) the sale price of the
shares. A different rule for measuring ordinaryoime upon such a premature disposition may appheibptionee is also an officer, director,
or 10% shareholder of the Company. The Companybeikntitled to a deduction in the same amourhi@seitdinary income recognized by

the optionee. Any gain or loss recognized on sugtemature disposition of the shares in exceskeofimount treated as ordinary income will
be characterized as long-term or short-term cagéaal or loss, depending on the holding period.

Non-statutory Stock Options

All other options which do not qualify as incentisick options are referred to as non-statutorgkstetions. An optionee will not recognize
any taxable income at the time he or she is graamteoh-statutory stock option. However, upon thigoofs exercise, the optionee will
recognize taxable income, generally measured asxitess of the then fair market value of the shameshased over the aggregate exercise
price. Any taxable income recognized in connectidth an option exercise by an optionee who is als@mployee of the Company will be
subject to tax withholding by the Company. The Campwill be entitled to a tax deduction in the ssan®unt as the ordinary income
recognized by the optionee. Upon resale of sucteshay the optionee, any difference between thesgaice and the exercise price, to the
extent not recognized as



taxable income as described above, will be treasdldng-term or short-term capital gain or los@eteling on the holding period.
Stock Purchase Rights

Stock purchase rights will generally be taxed im$ame manner as non-statutory stock options. Henvthe stock issued upon exercise of a
stock purchase right is usually subject to the Camyfs right to repurchase such stock upon terntinadf the purchaser's employment or
consulting relationship with the Company, whichtitapses progressively over time. As a resulthatime of purchase, this restricted stock
is subject to a "substantial risk of forfeiture'tiwn the meaning of Section 83 of the Code, andtivehaser will not recognize ordinary
income at the time of purchase. Instead, the pgmhaill recognize ordinary income on the dateated when the stock ceases to be subject
to substantial risk of forfeiture, i.e. when itne longer subject to the Company's right of repasehor "vests." At such times, the purchaser
will recognize ordinary income measured as theediffice between the purchase price and the fairehaakue of the stock on the date the
stock is no longer subject to a substantial ristodkiture. Ordinary income recognized by a pusgravho is an employee will be treated as
wages and will be subject to tax withholding by @@mpany. Generally, the Company will be entitleé ttax deduction in the amount and at
the time the purchaser recognizes ordinary incdfieéwithstanding the foregoing, a purchaser may lacate the date of his or her recogni

of ordinary income, and the beginning of any cdmj&éan holding period, by timely filing an electigrursuant to Section 83(b) of the Code. In
such event, the ordinary income recognized, if amyld be equal to the difference between the msetprice and the fair market value of
stock on the date of purchase, and the capitaltgaling period would commence on the purchase date

Different rules may apply in the case of purchagérs are subject to
Section 16 of the Securities Exchange Act of 1834amended.

Stock Appreciation Rights

A recipient will not recognize any taxable incomecbnnection with the grant of an SAR. On exeroisan SAR, the recipient will generally
recognize compensation income in the year of egerici an amount equal to the difference betweeexbecise price (if any) of the SAR and
the fair market value of the SAR (computed witterehces to the Common Stock of the Company) dirtiesof exercise. If the recipient is
employee, such amount will be subject to withhajdy the Company. As a general rule, the Compafiybeientitled to a tax deduction in
amount and at the time the recipient recognizemarg income with respect to the SAR.
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PARTICIPATION IN THE 1995 PLAN

The grant of options and stock purchase rights utiee1995 Plan to eligible employees and constdtancluding the Named Executive
Officers, is subject to the discretion of the Adisirator. The following table sets forth informatiwith respect to options granted under the
1995 Plan during the Last Fiscal Year to each efafficers named in the Summary Compensation Téblal] current executive officers as a
group, to all non-employee directors, and to dleotemployees as a group. The term of options uhéet995 Plan is generally ten years
from the date of grant. No stock purchase rightstock appreciation rights were granted to any gerkons.

SHARES

NAME SUBJ ECT TO OPTION DOLLAR VALUE(1)
Norman H. Pond.........ccccccevviinaninnnn. 0 $--
Charles B. Eddy...........ccccvvvvrreeennnns 7,500 --
Robert D. Hempstead.........ccccccceeeeen. 15,000
Edward Durbin...........ccccoviiiieinnnnns 2,500
David N. Lambeth...........cccccoeviieenne 2,500
H. Joseph Smead.............coeveveinvnnnns 2,500
All current executive officers as a group.... 22,500
All non-employee directors................... 7,500
All other employees as a group............... 418,000

(1) Dollar value is calculated by subtracting theighted average aggregate exercise price fronothefair market value of the shares as
determined on December 31, 1997. For all optioastgd in 1997, the exercise price is higher tharfair market value of the stock on
December 31, 1997, resulting in a negative valuatio

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR THE AMENDMENT
TO THE 1995 PLAN.
PROPOSAL NO. 3:
RATIFICATION OF INDEPENDENT PUBLIC AUDITORS

The Company is asking the shareholders to ratéystection of Ernst & Young LLP as the Companytependent public auditors for the
fiscal year ending December 31, 1998. The affimeatiote of the holders of a majority of the shamwesented and voting at the Annual
Meeting will be required to ratify the selectionkrfnst & Young LLP.

In the event the shareholders fail to ratify thpa@ptment, the Audit Committee of the Board of Ris will reconsider its selection of
auditors for the fiscal year. Even if the selecti®natified, the Board in its discretion may diréoe appointment of a different independent
accounting firm at any time during the year if B@ard determines that such a change would be ibegbeinterest of the Company and its
shareholders.

Ernst & Young LLP has audited the Company's finahsiatements annually since 1991. Its represeptatire expected to be present at the
Annual Meeting, will have the opportunity to makstatement if they desire to do so, and will belalée to respond to appropriate questi

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDER®TE FOR THE PROPOSAL TO RATIFY THE SELECTIC
OF ERNST & YOUNG LLP AS THE COMPANY'S INDEPENDENTUBLIC AUDITORS FOR THE FISCAL YEAR ENDING
DECEMBER 31, 1998.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain informatimgarding the ownership of the Company's Commonk3s of January 31, 1998 by (i) all
persons known by the Company to be beneficial osvo&five percent (5%) or more of its outstandirmr@non Stock based upon a review
13G filings made with the Securities and Exchange@ission during 1997, (ii) each director of thenany and each nominee for director,
(iii) the Chief Executive Officer and each of threotother most highly compensated executive officéthe Company serving as such as of
the end of the last fiscal year whose compensdtiosuch year was in excess of $100,000, and [i€xacutive officers and directors of the
Company as a group.

AMOUNT AND NATURE OF
BENEFICIAL OWNERSHIP(1)

NAME AND ADDRESS OF BENEFICIAL OWNER NUM BER OF SHARES PERCENT OWNED(2)

Kaiser Aerospace and Electronics.............. 5,600,000 45.8%
950 Tower Lane, Suite 800
Foster City, CA 94404

Norman H. Pond(3).......cccccvvvvvvieiennennn. 1,053,433 8.5%
3550 Basset Street
Santa Clara, CA 95054

Charles B. EAdy(4)......cccoooeeireannne 146,332 1.2%
Robert D. Hempstead(5)........cccccvveeeennn. 44,166 *
Ed Durbin(6)..........c.c...... 5,615,000 45.8%
David N. Lambeth(7 . 12,500 *
H. Joseph Smead(6)........... 5,615,000 45.8%
All directors and executive

group (6 persons)(8).....ccccceveeeeerennnn 6,886,431 54.9%

* Less than 1%

(1) Except as indicated in the footnotes to thide@nd pursuant to applicable community propextysl, the persons named in the table have
sole voting and investment power with respect itstares of Common Stock. The number of sharesfioeaily owned includes Common
Stock of which such individual has the right to @icg beneficial ownership either currently or wittlO days after January 31, 1998,
including, but not limited to, upon the exerciseaafoption.

(2) Percentage of beneficial ownership is baseah Uf2238,672 shares of Common Stock, all of whiehenoutstanding on January 31, 1998.
For each individual, this percentage includes Com®imck of which such individual has the right tgjaire beneficial ownership either
currently or within 60 days of January 31, 1998Juding, but not limited to, upon the exercise ofagtion; however, such Common Stock is
not considered outstanding for the purpose of cdimguhe percentage owned by any other individgaleguired by General Rule 13d-3(d)
(1)(i) under the Securities Exchange Act of 1934.

(3) Includes 860,100 shares held by the Norman HRaggid and Natalie Pond Trust DTD 12/23/80 and 3Ddares held by the Pond 1996
Charitable Remainder Unitrust, both of which Nornivugh Pond and Natalie Pond are Trustees, andngpéirercisable for 163,333 share
Common Stock outstanding under the Company's 188% P

(4) Includes options exercisable for 65,166 shafésommon Stock under the 1995 Plan.
(5) Includes options exercisable for 44,666 shaféSommon Stock under the 1995 Plan.

(6) Includes options exercisable for 15,000 shafésommon Stock under the 1995 Plan and 5,600,0afks held by Kaiser. Messrs. Durbin
and Smead are directors of the Company and areoffand shareholders of KSI, which owns all thstanding stock of Kaiser, and share
voting and investment powers over the shares o€tirapany held by Kaiser. Both individuals discldiameficial ownership of the shares of
the Company held by Kaiser except as to their pacyinterests as shareholders of KSI.

(7) Includes options exercisable for 12,500 shafésommon Stock under the 1995 Plan.
(8) Includes options exercisable for 312,665 shafédommon Stock under the 1995 Plan.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Section 16(a) of the Securities and Exchange A&98# requires the Company's directors and exexofficers and persons who own more
than ten percent (10%) of a registered class o€mapany's equity securities, to file with the Sé@s and Exchange Commission (the
"SEC") initial reports of ownership and reportscbinges in ownership of Common Stock and othertygacurities of the Company.
Officers, directors and greater than ten perceb)lshareholders are required by SEC regulatiofigrtdash the Company with copies of all
Section 16(a) forms they file.

Based solely upon review of the copies of suchntsgarnished to the Company and written represimts that no other reports were
required, the Company believes that during theafigear ended December 31, 1997, its officerscthrs and holders of more than 10% of
Company's common stock complied with all Sectioa)@ling requirements.

12



EXECUTIVE COMPENSATION AND RELATED INFORMATION
SUMMARY OF CASH AND CERTAIN OTHER COMPENSATION

The following table provides certain summary infation concerning the compensation earned, by €ifdompany's Chief Executive Officer
and (ii) each of the two other most highly compéadaxecutive officers of the Company whose saary bonus was in excess of $100,000
for the 1997 fiscal year, for services renderedlicapacities to the Company and its subsididaesach of the last three fiscal years. Such
individuals are referred to as the "Named Execubifécers." No executive officer who would have ettvise been includible in such table on
the basis of salary and bonus earned for the 1i86alfyear has resigned or terminated employmerimglthat fiscal year.

SUMMARY COMPENSATION TABLE

LONG-TERM
COMPENSATION
AWARDS
ANNU AL COMPENSATION SECURITIES
------------------------------ UNDERLYING ALL OTHER
NAME AND PRINCIPAL POSITION YEARS S ALARY($)(1) BONUS OPTIONS(#) COMPENSATION )
Norman H. Pond............c.cceenne.. 1997 $330,994 - - $3,269
President and Chief 1996 287,903 -- -- 2,574
Executive Officer 1995 279,990 -- 193,333 2,741
Charles B. Eddy Ill..........c.......... 1997 160,298 - 7,500 1,131
Vice President, Finance and 1996 137,696 -- 1,056
Administration, Chief Financial 1995 127,691 $25,000 83,332 1,011
Officer Treasurer and Secretary
Robert D. Hempstead(3).................. 1997 244,672 -- 15,000 1,825
Chief Operating Officer 1996 142,798 50,000 250,000 1,413
1995 - - - -

(1) Includes salary deferral contributions to the@any's 401(k) Plan.

(2) The indicated amount for each Named Executiffee€ is comprised of the contributions made by @ompany on behalf of such
individual to the Company's 401(k) Plan, which rhgpart of such officer's salary deferral contribas to that plan, plus the cost of any life
insurance in excess of $50,000 paid by the Company.

(3) Dr. Hempstead joined the Company on April 2298 as Chief Operating Officer. He was paid a bamqpen beginning employment with
the Company.
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STOCK OPTIONS

The following table contains information concernthg stock option grants made to each of the NaBxedutive Officers for fiscal 1997.
Except for the limited stock appreciation rightschibed in footnote (2) below, no stock appreciatights were granted to those individuals

during such year.

POTENTIAL REALIZABLE
VA LUE
AT ASSUM ED ANNUAL
INDIVIDUAL GRANTS RA TES
-------------------- OF STO CK PRICE
NUMBER OF PER CENT OF APPRECI ATION FOR
SECURITIES TOTAL OPTIONS EXERCISE OoP TION
UNDERLYING GRA NTED TO OR TER M (1)
OPTIONS EMPL OYEESIN BASE PRICE EXPIRATION  -----=--- e
NAME GRANTED(2) 1996 ($/SHARE)(3) DATE 5% ($) 10% ($)
Norman H. Pond............... -- -- -- -- - --
Charles B. Eddy IlI.......... 7,500 1.7% $10.000 11/25/07 $47,167 $119,531
Robert D. Hempstead.......... 15,000 3.4% 10.000 11/25/07 94,334 239,061

(1) There can be no assurance that the actual ptaxkappreciation over the 10-year option terih lvé at the 5% and 10% assumed annual
rates of compounded stock price appreciation angitother defined level. Unless the market prichefCommon Stock appreciates over the
option term, no value will be realized from theioptgrants made to the Named Executive Officer.

(2) Option shares generally vest in a series & (B) successive equal annual installments uponytienee's completion of each year of
service over the five (5) year period measured floengrant date. In addition, the option shares el upon an acquisition of the
Company by merger or asset sale, unless the Conspampurchase right with respect to those shariearisferred to the acquiring entity. Ei
option has a maximum term of 10 years measured fhenoption grant date, subject to earlier terniamatollowing the optionee's cessatior
service with the Company. Each option also inclualésnited stock appreciation right which providhs optionee with a right, exercisable
upon the successful completion of a hostile tendfer for fifty percent or more of the Company'dstanding voting securities, to surrender
the option to the Company, to the extent the opcat that time exercisable for vested sharesetinrn for a cash distribution per surrendered
option share equal to the excess of (i) the highesé per share of Common Stock paid in the hogtihder offer over (ii) the option exercise
price payable per share.

(3) The exercise price may be paid in cash, ineshaf the Company's Common Stock valued at faiketaralue on the exercise date or
through a cashless exercise procedure involvirapreesday sale of the purchased shares. The Compaylso finance the option exercise
by loaning the optionee sufficient funds to pay ¢ixercise price for the purchased shares, plus-adgral and state income tax liability
incurred by the optionee in connection with sucéreise.
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AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION VALUES

The following table sets forth information concegpioption exercises and option holdings for the71f8cal year by each of the Named
Executive Officers. Except for the limited stockpagciation rights described in footnote
(2) to the Stock Options table above, no stock egiption rights were outstanding at the end of yieat.

NUMBER OF
SECURITIES VALUE OF
UNDERLYING UNEXERC ISED
UNEXERCISED IN-THE- MONEY
OPTIONS/SARS AT OPTIONS/S ARS AT
FISCAL YEAR-END (#) FISCAL YEAR -END (#)
SHARES ACQUIRED EXERCISABLE/ EXERCIS ABLE/
NAME ON EXERCISE (#) VALUE REALIZED(1) UNEXERCISABLE(2) UNEXERCIS ABLE(3)
Norman H. Pond......... - - 104,669/58,664 $392,509/ 219,990
Charles B. Eddy IlI.... 1,500 $ 10,425 24,210/48,456 $136,049/ 153,585
Robert D. Hempstead.... -- 41,666/223,334 $ 88,540/ 442,710

(1) Equal to the fair market value of the purchasleares on the option exercise date less the ergucice paid for those shares.

(2) Certain of such options are immediately exatdlis for all option shares, in which case any shptechased under those options are
subject to repurchase by the Company, at the @figixercise price paid per share, upon the optlsressation of service with the Company
prior to vesting in such shares. All shares sulifesuch options are included in the exercisablewarhprovided above. As of December 31,
1997, the repurchase right had lapsed as to 4BBBR. Pond's option shares and 15,166 of Mr. Esldption shares.

(3) Based on the market price of $9.750 per shehé&h was the closing selling price per share ef@mmpany's Common Stock on the
Nasdaqg National Market on the last day of the 1f@&al year, less the exercise price payable fohshares. Options for which the exert
price is greater than $9.750 are excluded fromdisulation.

REPORT OF THE COMPENSATION COMMITTEE ON EXECUTIVE C OMPENSATION

The Compensation Committee of the Board of Direc(tre "Committee") administers the Company's coragion policies and programs
and has primary responsibility for executive congaion matters, including the establishment oftthee salaries of the Company's executive
officers, the approval of individual bonuses andumprograms for executive officers and the adrivation of certain employee benefit
programs. In addition, the Committee has exclusdgponsibility for administering the Company's 1$6ck Option/Stock Issuance Plan,
under which stock option grants and direct stoskasices may be made to executive officers and ethployees. The Committee during
1997 was comprised of two non-employee directong fbllowing is a summary of policies which the Guittee applies in setting the
compensation levels for the Company's executiviear.

GENERAL COMPENSATION POLICY. The overall policy tie Committee is to offer the Company's executffieers competitive
compensation opportunities based upon their pelgamtormance, the financial performance of the Gany and their contribution to that
performance. Each executive officer's compensatémkage is generally comprised of base salary,iwisidetermined on the basis of the
individual's position and responsibilities with t8empany, the level of his or her performance, thedinancial performance of the Compa
and incentive performance awards payable in cadtstmck options.

FACTORS. The primary factors which the Committeasidered in establishing the components of eacbutixe officer's compensation
package for the 1997 fiscal year are summarizealhbdiowever, the Committee may, in its discretiapply entirely different factors, such
different measures of financial performance, fdufa fiscal years.

15



BASE SALARY. In setting the base salary for eacha@ive officer, the Committee took into accountnparative compensation data for a
select group of companies. Companies are includétdnahe survey group on the basis of a numbdadciors, such as their size and
organizational structure, the nature of their beisges, the geographic regions in which they opeteeomposition of their compensation
programs (including the extent to which they retyather contingent forms of compensation), therexie which they compete with the
Company for executive talent and the availabilityndormation concerning their compensation pragticOn the basis of the compiled data,
the Committee fixed the base salary of each exexufificer at a level which is competitive with thalaries of individuals in similar positio
at the surveyed companies. The Committee alsoitdolkaccount, in determining such base salary &bk performance of each executive
officer in comparison to the performance of the @any's other executive officers.

INCENTIVE COMPENSATION. At the end of each fiscaar the Compensation Committee evaluates eacht@seofficer's base salary,
the level of his performance, and the performarfidhk@Company, and determines for each individuaktative officer the amount of any c:
incentive bonus to be paid to such executive dffiEer fiscal year 1997, no year-end cash inceriiiveuses were paid.

LONG-TERM STOCK-BASED INCENTIVE COMPENSATION. Longerm incentives are provided through stock opticants. The grants
are designed to align the interests of each exexofficer with those of the shareholders and pteveéach individual with a significant
incentive to manage the Company from the perspecfian owner with an equity stake in the businEash grant allows the officer to
acquire shares of the Company's Common Stockizgéd price per share (the market price on the giate) over a specified period of time
(up to ten years). Each option generally becomescesable in installments over a five year permhtingent on the officer's continued
employment with the Company. Accordingly, the optiwovides a return to the executive officer offilshe market price of the shares
appreciates over the option term and the officatinaes in the Company's employ.

The size of the option grant to each executiveceffis designed to create a meaningful opportdoitgtock ownership and is based upon the
executive officer's current position with the Comypainternal comparability with option grants madeother Company executives, the
executive officer's current level of performance #me executive officer's potential for future resgibility and promotion over the option
term. The Committee also takes into account thelrauraf vested and unvested options held by theutixecofficer in order to maintain an
appropriate level of equity incentive for that midual. However, the Committee does not adherayospecific guidelines as to the relative
option holdings of the Company's executive offic&rgring 1997, stock option grants were made toH&mpstead and Mr. Eddy under the
1995 Plan.

CEO COMPENSATION. The compensation payable to Mnd the Company's Chief Executive Officer duriisgdl year 1997, was
determined by the Committee. His base salary wiagt selevel which the Committee felt would be ceatitpve with the base salary levels in
effect for chief executive officers at similarlyzed companies within the industry. For the 19984dliyear, Mr. Pond's compensation package
was set by the Committee on the basis of the cosgtiem policy summarized in this report.

COMPLIANCE WITH INTERNAL REVENUE CODE SECTION 162(nSection 162(m) of the Internal Revenue Codectekin 1993,
generally disallows a tax deduction to publiclyehebmpanies for compensation paid to certain exexofficers, to the extent that
compensation exceeds $1 million per officer in gagr. The compensation paid to the Company's eixecofficers for the 1997 fiscal year
did not exceed the $1 million limit per officer, it is not expected the compensation to be t@dmpany's executive officers for the 1998
fiscal year will exceed that limit. In addition glCompany's 1995 Stock Option/Stock Issuance Blatructured so that any compensation
deemed paid to an executive officer in connectidth the exercise of his or her outstanding optionder the 1995 Plan will qualify as
performance-based compensation which will not ligesiti to the $1 million limitation.

Submitted by the Compensation Committee of the Gomwis Board of Directors:
David N. Lambeth & H. Joseph Smead, Compensation @amittee Members
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The Compensation Committee of the Company's Bodrectors was formed on September 14, 1995 amoh@d 997 was comprised of
David N. Lambeth and H. Joseph Smead. Neitherexfdlindividuals was at any time during fiscal 1997at any other time, an officer or
employee of the Company. No executive officer & @ompany serves as a member of the board of disect compensation committee of
any other entity that has one or more executivieaf§ serving as a member of the Company's Boairettors or Compensation
Committee.

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT
AND CHANGE-IN-CONTROL AGREEMENTS

None of the Company's executive officers have eympnt agreements with the Company, and their emnpdoy may be terminated at a

time at the discretion of the Board of Directorgrgtiant to the express provisions of the 1995 S@yution/Stock Issuance Plan, the
outstanding options under the 1995 Plan held byCthief Executive Officer and the Company's othexaeive officers will immediately
accelerate in full, and all unvested shares of Com®tock at the time held by such individuals urtder1995 Plan will immediately vest, if
their employment were to be terminated (whetheolumtarily or through a forced resignation) wittimelve (12) months after any acquisit

of the Company by merger or asset sale in whickdloptions and shares did not otherwise vest.ditiad, the Compensation Committee of
the Board of Directors has the authority as Adntiater of the 1995 Plan to provide for the accatmtasesting of the outstanding options
under the 1995 Plan held by the Chief Executivec®ffand the Company's other executive officerd,the immediate vesting of all unvested
shares of Common Stock at the time held by sudivitheals under the 1995 Plan, if their employmeetavto be terminated (whether
involuntarily or through a forced resignation) olling a hostile take-over of the Company effectedugh a successful tender offer for more
than fifty percent (50%) of the Company's outstagdCommon Stock or through a change in the majofithe Board as a result of one or
more contested elections for Board membership.
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PERFORMANCE GRAPH

The following graph compares the cumulative tokereholder return on the Common Stock of the Compath that of the NASDAQ Stock
Market Total Return Index, a broad market indexlighled by the Center for Research in Security Brit€RSP"), and the NASDAQ
Computer Manufacturers Stock Total Return Indexmited by CRSP. The comparison for each of the perassumes that $100 was inve
on November 21, 1995 (the date of the Companytialipiublic offering) in the Company's Common Stpttle stocks included in the
NASDAQ Stock Market Total Return Index and the koimcluded in the NASDAQ Computer ManufacturerscBtTotal Return Inde>

These indices, which reflect formulas for divideethvestment and weighing of individual stocks,mb necessarily reflect returns that could
be achieved by individual investors.

COMPARISON OF CUMULATIVE TOTAL RETURN SINCE NOVEMBE R 21, 1995
AMONG INTEVAC, NASDAQ STOCK MARKET TOTAL RETURN IND EX AND
NASDAQ COMPUTER MANUFACTURERS TOTAL RETURN INDEX

NASDAQ
NASDAQ STOCK COMPUTER
MEASUREMENT PERIOD MARKET US TOTAL MANUFACTURERERS
(FISCAL YEAR COVERED) INTEVAC, INC' RETURN INDEX TOTAL RETURN INDEX

21-NOV 1 1 1
30-NOV 1.1 1.036 1.054
29-DEC 1.06 1.03 0.993
31-JAN 1.18 1.035 0.997
FEB-29 1.2 1.074 1.096
29-MAR 1.16 1.078 1.023
30-APR 2.5 1.167 1.173
31-MAY 3.44 1.221 1.252
28-JUN 2.36 1.166 1.15
31-JUL 2 1.062 1.064
30-AUG 1.86 1.22 1.105
30-SEP 2.72 1.208 1.27
31-0CT 2.32 1.194 1.275
29-NOV 2.56 1.268 1.388
31-DEC 2.72 1.267 1.333
31-JAN 2.96 1.357 1.451
28-FEB 2.52 1.282 1.249
31-MAR 2.24 1.198 1.12
30-APR 2.08 1.236 1.166
30-MAY 2.44 1.376 1.436
30-JUN 1.92 1.418 1.447
31-JUL 2.02 1.567 1.762
29-AUG 2.28 1.565 1.756
30-SEP 2.26 1.658 1.818
31-OCT 2.07 1.571 1.682
28-NOV 1.6 1.579 1.699
31-DEC 1.56 1.555 1.613

Notwithstanding anything to the contrary set fartlany of the Company's previous filings under $eeurities Act of 1933 or the Exchar
Act that might incorporate future filings, inclugjrthis Proxy Statement, in whole or in part, thegeding Compensation Committee Report
on Executive Compensation and the preceding PegiocerGraph shall not be incorporated by referemtoeainy such filings; nor shall such
report or graph be incorporated by reference intofature filings.
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OTHER BUSINESS

The Board of Directors knows of no other businéss will be presented for consideration at the AaiiMeeting. If other matters are properly
brought before the Annual Meeting, however, itis intention of the persons named in the accompagnyioxy to vote the shares represel
thereby on such matters in accordance with thest joelgment.

SHAREHOLDER PROPOSALS

Proposals of shareholders that are intended todsepted at the Company's annual meeting of shidesksdo be held in 1999 must be
received by December 1, 1998 in order to be inadudehe proxy statement and proxy relating to thatting.

BY ORDER OF THE BOARD OF DIRECTORS

/'s/ CHARLES B. EDDY |11

CHARLES B. EDDY ||

Vi ce President, Finance and

Admini stration, Chief Financial Oficer,
Treasurer and Secretary

March 31, 1998
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INTEVAC, INC.
1995 STOCK OPTION/STOCK ISSUANCE PLAN

AS AMENDED MARCH, 1998
ARTICLE ONE
GENERAL PROVISIONS
I. PURPOSE OF THE PLAN

This 1995 Stock Option/Stock Issuance Plan is oieeto promote the interests of Intevac, Inc., Bf@aia corporation, by providing eligib
persons with the opportunity to acquire a proprietaterest, or otherwise increase their proprietaterest, in the Corporation as an incentive
for them to remain in the service of the Corporatio

Capitalized terms shall have the meanings assigmsedch terms in the attached Appendix.
Il. STRUCTURE OF THE PLAN
A. The Plan shall be divided into three separatétggrograms:

(i) the Discretionary Option Grant Program undeichteligible persons may, at the discretion offfeen Administrator, be granted options to
purchase shares of Common Stock,

(i) the Stock Issuance Program under which elgjrsons may, at the discretion of the Plan Adstrimtior, be issued shares of Common
Stock directly, either through the immediate pusghaf such shares or as a bonus for services eshtfez Corporation (or any Parent or
Subsidiary), and

(iii) the Automatic Option Grant Program under whigligible Directors shall automatically receivetiop grants at periodic intervals to
purchase shares of Common Stock.

B. The provisions of Articles One and Five shalblgto all equity programs under the Plan and saedlordingly govern the interests of all
persons under the Ple



[ll. ADMINISTRATION OF THE PLAN

A. The Primary Committee shall have sole and exeduguthority to administer the Discretionary Opti@rant and Stock Issuance Programs
with respect to Section 16 Insiders. No non-empdgeard member shall be eligible to serve on tlimdty Committee if such individual
has, during the twelve

(12)-month period immediately preceding the datkisfor her appointment to the Committee or (ifrsr) the period commencing with the
Section 12(g) Registration Date and ending withdhte of his or her appointment to the Primary Catte, received an option grant or
direct stock issuance under the Plan or any othek ®ption, stock appreciation, stock bonus oepsiock plan of the Corporation (or any
Parent or Subsidiary), other than pursuant to theoiatic Option Grant Program.

B. Administration of the Discretionary Option Gratd Stock Issuance Programs with respect to ladirgiersons eligible to participate in
those programs may, at the Board's discretionglséed in the Primary Committee or a Secondary Caimenior the Board may retain the
power to administer those programs with respeatitsuch persons. The members of the Secondary Giteermay be Board members who
are Employees eligible to receive discretionaryarpgrants or direct stock issuances under the &lamy other stock option, stock
appreciation, stock bonus or other stock plan efGobrporation (or any Parent or Subsidiary).

C. Members of the Primary Committee or any Secon@ammittee shall serve for such period of tim¢h@sBoard may determine and may
be removed by the Board at any time. The Board atsy at any time terminate the functions of anyo&dary Committee and reassume all
powers and authority previously delegated to suchrittee.

D. Each Plan Administrator shall, within the scabés administrative functions under the Plan,d&ul power and authority to establish
such rules and regulations as it may deem appttedina proper administration of the Discretionargtion Grant and Stock Issuance
Programs and to make such determinations undeiisand such interpretations of, the provisionsuchsprograms and any outstanding
options or stock issuances thereunder as it may deeessary or advisable. Decisions of the PlaniAidtrator within the scope of its
administrative functions under the Plan shall balfand binding on all parties who have an inteireite Discretionary Option Grant or Stc
Issuance Program under its jurisdiction or anylstmation or stock issuance thereunder.

E. Service on the Primary Committee or the Secgn@ammittee shall constitute service as a Board begrand members of each such
committee shall accordingly be entitled to full @mnification and reimbursement as Board memberthér service on such committee. No
member of the Primary Committee or the Secondam@ittee shall be liable for any act or omission matgood faith with respect to the
Plan or any option grants or stock issuances uthaePlan.
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F. Administration of the Automatic Option Grant Bram shall be self-executing in accordance withi¢ines of that program, and no Plan
Administrator shall exercise any discretionary fims with respect to option grants made thereunder

IV. ELIGIBILITY
A. The persons eligible to participate in the Dégimmary Option Grant and Stock Issuance Programasfollows:
(i) Employees,

(i) non-employee members of the Board (other ti@se serving as members of the Primary Commitie#)e Board of Directors of any
Parent or Subsidiary, and

(iii) consultants and other independent advisore wtovide services to the Corporation (or any Paseisubsidiary).

B. Each Plan Administrator shall, within the scabéts administrative jurisdiction under the Plaaye full authority (subject to the provisic
of the Plan) to determine, (i) with respect to ¢tiption grants under the Discretionary Option GRarttgram, which eligible persons are to
receive option grants, the time or times when saation grants are to be made, the number of shares covered by each such grant, the
status of the granted option as either an Incer@ipton or a Non-Statutory Option, the time or t&va which each option is to become
exercisable, the vesting schedule (if any) apple#dthe option shares and the maximum term fdckvthe option is to remain outstanding
and (ii) with respect to stock issuances undeStoek Issuance Program, which eligible persondaareceive stock issuances, the time or
times when such issuances are to be made, the naingleares to be issued to each Participant, ¢éséng schedule (if any) applicable to the
issued shares and the consideration to be pa&lfdr shares.

C. The Plan Administrator shall have the absoligerdtion either to grant options in accordancénthie Discretionary Option Grant Progr
or to effect stock issuances in accordance wittStioek Issuance Program.

D. The individuals eligible to participate in thestdmatic Option Grant Program shall be limitedijdHose individuals who are serving as
non-employee Board members on the Plan Effectivie Dawho first become non-employee Board membiges the Plan Effective Date,
whether through appointment by the Board or eledtip the Corporation's stockholders, and (i) thioslviduals who are re-elected as non-
employee Board members at one or more Annual Stdd&hs Meetings held after the Plan Effective Dat@on-employee Board member
who has previously been in the employ of the Capon (or any Parent or Subsidiary) shall not bgildke to receive an initial option grant
under the Automatic Option
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Grant Program on the Plan Effective Date or (éfpat the time he or she first becomes a non-eyapl®@oard member, but such individual
shall be eligible to receive periodic option gramtsier the Automatic Option Grant Program uporohiker re-election as a non-employee
Board member at one or more Annual StockholderstiNgs

V. STOCK SUBJECT TO THE PLAN

A. The stock issuable under the Plan shall be shafrauthorized but unissued or reacquired ComntockSincluding shares repurchased by
the Corporation on the open market. The maximumbarof shares of Common Stock which may be issvedthe term of the Plan shall
not exceed 2,083,667 shares.

B. No one person participating in the Plan mayikeceptions, separately exercisable stock apprieciaights and direct stock issuances for
more than 200,000 shares of Common Stock in theeggte per calendar year, beginning with the 1@8énclar year; provided, however, t
for the calendar year in which such person firshoences Service, the limit shall be increased G®E® shares.

C. Shares of Common Stock subject to outstanditigregpshall be available for subsequent issuanderuthie Plan to the extent (i) the
options (including any options incorporated frora Bredecessor Plan) expire or terminate for argoreprior to exercise in full or (ii) the
options are cancelled in accordance with the céatz®i-regrant provisions of Article Two. All sharéssued under the Plan (including shares
issued upon exercise of options incorporated floenRredecessor Plan), whether or not those sharssilasequently repurchased by the
Corporation pursuant to its repurchase rights utftePlan, shall reduce on a share-for-share Hasisumber of shares of Common Stock
available for subsequent issuance under the Riaaddition, should the exercise price of an optinder the Plan (including any option
incorporated from the Predecessor Plan) be pald stitres of Common Stock, then the number of sledir@@mmon Stock available for
issuance under the Plan shall be reduced by tss gnamber of shares for which the option is exetc@ which vest under the stock
issuance, and not by the net number of shares win@m Stock issued to the holder of such optiortasksissuance.

D. Should any change be made to the Common Stoc&dspon of any stock split, stock dividend, recdjziation, combination of shares,
exchange of shares or other change affecting ttetamading Common Stock as a class without the Catjom's receipt of consideration,
appropriate adjustments shall be made to (i) themrmam number and/or class of securities issuabtieuthe Plan, (ii) the maximum number
and/or class of securities for which any one persag be granted options, separately exercisabi stopreciation rights and direct stock
issuances per calendar year, (i) the number ariéiss of securities for which automatic optioargs are to be subsequently made per
Eligible Director under the Automatic Option Grddrbgram and (iv) the number and/or class of seearénd the exercise price per share in
effect under each outstanding option (including apffon incorporated from the
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Predecessor Plan) in order to prevent the diluioenlargement of benefits thereunder. The adjustsndetermined by the Plan Administra
shall be final, binding and conclusive.
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ARTICLE TWO
DISCRETIONARY OPTION GRANT PROGRAM
I. OPTION TERMS

Each option shall be evidenced by one or more dectsrin the form approved by the Plan Administrgioovided, however, that each such
document shall comply with the terms specified beleach document evidencing an Incentive Optiodl sineaddition, be subject to the
provisions of the Plan applicable to such options.

A. Exercise Price.

1. The exercise price per share shall be fixechbyRlan Administrator but shall not be less thahtgi-five percent (85%) of the Fair Market
Value per share of Common Stock on the option giate.

2. The exercise price shall become immediatelyuhan exercise of the option and shall, subjechéogrovisions of Section | of Article Five
and the documents evidencing the option, be payatiae or more of the forms specified below:

(i) cash or check made payable to the Corporation,

(if) shares of Common Stock held for the requipeiod necessary to avoid a charge to the Corporatearnings for financial reporting
purposes and valued at Fair Market Value on thedise Date, or

(iii) to the extent the option is exercised for tegsshares, through a special sale and remittanocequre pursuant to which the Optionee <
concurrently provide irrevocable written instructsoto (a) a Corporation-designated brokerage firffiect the immediate sale of the
purchased shares and remit to the Corporatiomfdhe sale proceeds available on the settlemdat dafficient funds to cover the aggregate
exercise price payable for the purchased sharssglilapplicable Federal, state and local inconteeanployment taxes required to be
withheld by the Corporation by reason of such dgerand (b) the Corporation to deliver the cerites for the purchased shares directly to
such brokerage firm in order to complete the salesaction.

Except to the extent such sale and remittance guweds utilized, payment of the exercise pricetf@ purchased shares must be made on the
Exercise Date.
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B. Exercise and Term of Options. Each option gbhaléxercisable at such time or times, during sectog and for such number of shares as
shall be determined by the Plan Administrator agtdarth in the documents evidencing the optionwigleer, no option shall have a term in
excess of ten

(10) years measured from the option grant date.

C. Effect of Termination of Service.
1. The following provisions shall govern the exsecof any options held by the Optionee at the tifneessation of Service or death:

(i) Any option outstanding at the time of the Op#e's cessation of Service for any reason shabireaxercisable for such period of time
thereafter as shall be determined by the Plan Adiné&tor and set forth in the documents evidendigoption, but no such option shall be
exercisable after the expiration of the option term

(i) Any option exercisable in whole or in part the Optionee at the time of death may be subselyuexdrcised by the personal
representative of the Optionee's estate or by é¢ngop or persons to whom the option is transfgoreduant to the Optionee's will or in
accordance with the laws of descent and distributio

(iii) During the applicable post-Service exerciggipd, the option may not be exercised in the agageefor more than the number of vested
shares for which the option is exercisable on tite df the Optionee's cessation of Service. Uperexpiration of the applicable exercise
period or (if earlier) upon the expiration of thgtion term, the option shall terminate and ceadgetoutstanding for any vested shares for
which the option has not been exercised. Howetierpption shall, immediately upon the Optioneessation of Service, terminate and cease
to be outstanding to the extent the option is lo¢wise at that time exercisable for vested shares

(iv) Should the Optionee's Service be terminatedviisconduct, then all outstanding options heldhxy Optionee shall terminate immedial
and cease to be outstanding

2. The Plan Administrator shall have the discret@xercisable either at the time an option is grdumir at any time while the option remains
outstanding, to:

(i) extend the period of time for which the optisrto remain exercisable following the Optione@ssation of Service from the period
otherwise in effect for that option to such gregteriod of time as the Plan Administrator shallrdesppropriate, but in no event beyond the
expiration of the option term, and/or
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(i) permit the option to be exercised, during #pplicable posEervice exercise period, not only with respech®riumber of vested share!
Common Stock for which such option is exercisablha time of the Optionee's cessation of Servigealso with respect to one or more
additional installments in which the Optionee wohtd/e vested under the option had the Optioneémt@d in Service.

D. Stockholder Rights. The holder of an option Ehalie no stockholder rights with respect to thareh subject to the option until such
person shall have exercised the option, paid tkecese price and become a holder of record of thehased shares.

E. Repurchase Rights. The Plan Administrator dfele the discretion to grant options which are @gable for unvested shares of Common
Stock. Should the Optionee cease Service whileitnglslich unvested shares, the Corporation sha#l tievright to repurchase, at the
exercise price paid per share, any or all of thoseested shares. The terms upon which such remeacight shall be exercisable (including
the period and procedure for exercise and the gpiate vesting schedule for the purchased shahedl)lze established by the Plan
Administrator and set forth in the document evidegsuch repurchase right.

F. Limited Transferability of Options. During thiéstime of the Optionee, the option shall be exa&abie only by the Optionee and shall no
assignable or transferable other than by will oth®ylaws of descent and distribution following tBptionee's death. However, a Non-
Statutory Option may be assigned in whole or in garing Optionee's lifetime in accordance with thens of a Qualified Domestic Relatic
Order. The assigned portion may only be exercigetthd person or persons who acquire a proprietaeyast in the option pursuant to such
Qualified Domestic Relations Order. The terms aatile to the assigned portion shall be the santieoas in effect for the option
immediately prior to such assignment and shalldid¢asth in such documents issued to the assigad¢ieeaPlan Administrator may deem
appropriate.

[I. INCENTIVE OPTIONS

The terms specified below shall be applicable iténgkentive Options. Except as modified by the s@mns of this Section I, all the
provisions of Articles One, Two and Five shall ippléicable to Incentive Options. Options which gpedfically designated as Non-Statutory
Options when issued under the Plan shall not besuto the terms of this Section .

A. Eligibility. Incentive Options may only be gramt to Employees.

B. Exercise Price. The exercise price per shark sbiabe less than one hundred percent (1009)efair Market Value per share of
Common Stock on the option grant date.
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C. Dollar Limitation. The aggregate Fair Market Malof the shares of Common Stock (determined #seafespective date or dates of grant)
for which one or more options granted to any Empéoynder the Plan (or any other option plan ofQbgporation or any Parent or
Subsidiary) may for the first time become exerdisas Incentive Options during any one (1) calerygar shall not exceed the sum of One
Hundred Thousand Dollars ($100,000). To the extenEmployee holds two (2) or more such optionsivliecome exercisable for the first
time in the same calendar year, the foregoing dititit on the exercisability of such options as htise Options shall be applied on the basis
of the order in which such options are granted.

D. 10% Stockholder. If any Employee to whom an hiix@ Option is granted is a 10% Stockholder, ttienexercise price per share shall not
be less than one hundred ten percent (110%) dfalreMarket Value per share of Common Stock onoiigon grant date, and the option te
shall not exceed five

(5) years measured from the option grant date.

[ll. CORPORATE TRANSACTION/CHANGE IN CONTROL

A. In the event of any Corporate Transaction, eadistanding option shall automatically acceleratéhat each such option shall, immedia
prior to the effective date of the Corporate Tratisa, become fully exercisable for all of the sfsof Common Stock at the time subject to
such option and may be exercised for any or dlho$e shares as fully-vested shares of Common Sttmkever, an outstanding option shall
NOT so accelerate if and to the extent: (i) sudioogs, in connection with the Corporate Trangattieither to be assumed by the succe
corporation (or parent thereof) or to be replacét & comparable option to purchase shares ofdpiat stock of the successor corporation
(or parent thereof), (ii) such option is to be amgld with a cash incentive program of the successporation which preserves the spread
existing on the unvested option shares at the difitiee Corporate Transaction and provides for syset payout in accordance with the s
vesting schedule applicable to such option or i@ acceleration of such option is subject to olin@tations imposed by the Plan
Administrator at the time of the option grant. Tdetermination of option comparability under clag$@bove shall be made by the Plan
Administrator, and its determination shall be fif@hding and conclusive.

B. All outstanding repurchase rights shall alsoieate automatically, and the shares of CommonkStabject to those terminated rights
shall immediately vest in full, in the event of a@igrporate Transaction, except to the extenth@isé repurchase rights are to be assigned to
the successor corporation (or parent thereof) imeotion with such Corporate Transaction or (igfsaccelerated vesting is precluded by
other limitations imposed by the Plan Administreabthe time the repurchase right is issued.

C. Immediately following the consummation of ther@arate Transaction, all outstanding options sieathinate and cease to be outstanding,
except to the extent assumed by the successorratigro(or parent thereof).
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D. Each option which is assumed in connection witborporate Transaction shall be appropriatelystdfly immediately after such Corporate
Transaction, to apply to the number and class airitées which would have been issuable to the @yte in consummation of such Corpo
Transaction had the option been exercised immdgiptr to such Corporate Transaction. Appropriaggustments shall also be made to (i)
the number and class of securities available fraace under the Plan following the consummatiossuoh Corporate Transaction, (ii) the
exercise price payable per share under each odistpaption, provided the aggregate exercise graable for such securities shall remain
the same, and (iii) the maximum number of secwritied/or class of securities for which any oneg@emay be granted stock options,
separately exercisable stock appreciation rightisdrect stock issuances under the Plan per calgmda.

E. Any options which are assumed or replaced irCihigporate Transaction and do not otherwise acelet that time shall automatically
accelerate (and any of the Corporation's outstanaipurchase rights which do not otherwise termeimathe time of the Corporate
Transaction shall automatically terminate and tieres of Common Stock subject to those terminaggdsr shall immediately vest in full) in
the event the Optionee's Service should subseguenthinate by reason of an Involuntary Terminatidthin twelve (12) months following
the effective date of such Corporate Transactiary. dptions so accelerated shall remain exercidablilly-vested shares until the earlier of
(i) the expiration of the option term or (ii) thegeration of the one (1)-year period measured ftbemeffective date of the Involuntary
Termination.

F. The Plan Administrator shall have the discretexercisable either at the time the option is g@mr at any time while the option remains
outstanding, to (i) provide for the automatic aecalion of one or more outstanding options (andatitematic termination of one or more
outstanding repurchase rights with the immediasting of the shares of Common Stock subject toahights) upon the occurrence of a
Change in Control or (ii) condition any such optamteleration (and the termination of any outstagdepurchase rights) upon the subsec
Involuntary Termination of the Optionee's Servidéhim a specified period following the effectivetdaf such Change in Control. Any
options accelerated in connection with a Changeantrol shall remain fully exercisable until thep&ation or sooner termination of the
option term.

G. The portion of any Incentive Option accelerdtedonnection with a Corporate Transaction or CleaingControl shall remain exercisable
as an Incentive Option only to the extent the ajablie One Hundred Thousand Dollar ($100,000) litiiteis not exceeded. To the extent
such dollar limitation is exceeded, the acceleratation of such option shall be exercisable a®a-Statutory Option under the Federal tax
laws.

H. The grant of options under the Discretionaryi@ptrant Program shall in no way affect the righthe Corporation to adjust, reclassify,
reorganize or otherwise change
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its capital or business structure or to merge, alintate, dissolve, liquidate or sell or transfdraalany part of its business or assets.
IV. CANCELLATION AND REGRANT OF OPTIONS

The Plan Administrator shall have the authoritefi@ct, at any time and from time to time, with ttensent of the affected option holders, the
cancellation of any or all outstanding options uritie Discretionary Option Grant Program (includmgstanding options incorporated from
the Predecessor Plan) and to grant in substitugewnoptions covering the same or different numiiahares of Common Stock but with an
exercise price per share based on the Fair Maraktevper share of Common Stock on the new grast dat

V. STOCK APPRECIATION RIGHTS

A. The Plan Administrator shall have full power anghority to grant to selected Optionees tandetksappreciation rights and/or limited
stock appreciation rights.

B. The following terms shall govern the grant amdreise of tandem stock appreciation rights:

(i) One or more Optionees may be granted the rigtdrcisable upon such terms as the Plan Admitostnaay establish, to elect between the
exercise of the underlying option for shares of @mn Stock and the surrender of that option in esgkdor a distribution from the
Corporation in an amount equal to the excess ahg@})-air Market Value (on the option surrendeeylaf the number of shares in which the
Optionee is at the time vested under the surreddgwgon (or surrendered portion thereof) overtfig) aggregate exercise price payable for
such shares.

(i) No such option surrender shall be effectivéess it is approved by the Plan Administratorhl surrender is so approved, then the
distribution to which the Optionee shall be entittaay be made in shares of Common Stock valuediaiarket Value on the option
surrender date, in cash, or partly in shares arttypa cash, as the Plan Administrator shall ;mgble discretion deem appropriate.

(iii) If the surrender of an option is rejected iy Plan Administrator, then the Optionee shalliretvhatever rights the Optionee had under
the surrendered option (or surrendered portioretifgion the option surrender date and may exestisk rights at any time prior to the later
of (a) five (5) business days after the receighefrejection notice or (b) the last day on whiwé dption is otherwise exercisable in
accordance with the terms of the documents evidgrstich option, but in no event may such rightexercised more than ten (10) years :
the option grant date.
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C. The following terms shall govern the grant ardreise of limited stock appreciation rights:
(i) One or more Section 16 Insiders may be graliteited stock appreciation rights with respectheit outstanding options.

(i) Upon the occurrence of a Hostile Take-Ovectemdividual holding one or more options with swchmited stock appreciation right in
effect for at least six (6) months shall have theanditional right (exercisable for a thirty (30ydperiod following such Hostile Take-Over)
to surrender each such option to the Corporatmthe extent the option is at the time exercisédneested shares of Common Stock. In
return for the surrendered option, the Optioned sbeeive a cash distribution from the Corporatiormn amount equal to the excess of (A)
the Take-Over Price of the shares of Common Stdukiware at the time vested under each surrenagtésh (or surrendered portion
thereof) over (B) the aggregate exercise price lpiayfar such shares. Such cash distribution steafidid within five (5) days following the
option surrender date.

(iii) Neither the approval of the Plan Administratwr the consent of the Board shall be requirezbimection with such option surrender and
cash distribution.

(iv) The balance of the option (if any) shall cowie in full force and effect in accordance with leeuments evidencing such option.
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ARTICLE THREE
STOCK ISSUANCE PROGRAM
I. STOCK ISSUANCE TERMS

Shares of Common Stock may be issued under thé& &sgance Program through direct and immediatearsses without any intervening
option grants. Each such stock issuance shall idemeed by a Stock Issuance Agreement which complith the terms specified below.

A. Purchase Price.

1. The purchase price per share shall be fixedhéytan Administrator, but shall not be less thightg-five percent (85%) of the Fair Market
Value per share of Common Stock on the issuanee dat

2. Subject to the provisions of Section | of Ati¢tive, shares of Common Stock may be issued uhde3tock Issuance Program for any of
the following items of consideration which the Pkaiministrator may deem appropriate in each indigidnstance:

(i) cash or check made payable to the Corporation,
(i) past services rendered to the Corporatiorafor Parent or Subsidiary).
B. Vesting Provisions.

1. Shares of Common Stock issued under the Stedamge Program may, in the discretion of the PldmiAistrator, be fully and
immediately vested upon issuance or may vest inoomeore installments over the Participant's pedab8ervice or upon attainment of
specified performance objectives. The elementh@¥esting schedule applicable to any unvestedsimrCommon Stock issued under the
Stock Issuance Program, namely:

(i) the Service period to be completed by the Eigdint or the performance objectives to be attained
(i) the number of installments in which the shames to vest,
(iii) the interval or intervals (if any) which ate lapse between installments, and
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(iv) the effect which death, Permanent Disabilityother event designated by the Plan Administristéo have upon the vesting schedule,
shall be determined by the Plan Administrator aruiporated into the Stock Issuance Agreement.

2. Any new, substituted or additional securitie®threr property (including money paid other thamasgular cash dividend) which the
Participant may have the right to receive with eetpio the Participant's unvested shares of Conttack by reason of any stock dividend,
stock split, recapitalization, combination of sl&mexchange of shares or other change affectingutstanding Common Stock as a class
without the Corporation's receipt of considerasball be issued subject to (i) the same vestingirements applicable to the Participant's
unvested shares of Common Stock and

(i) such escrow arrangements as the Plan Admatatishall deem appropriate.

3. The Participant shall have full stockholder tigvith respect to any shares of Common Stock éssu¢he Participant under the Stock
Issuance Program, whether or not the Participanésest in those shares is vested. Accordingly Rarticipant shall have the right to vote
such shares and to receive any regular cash didsdeaid on such shares.

4. Should the Participant cease to remain in Senwicile holding one or more unvested shares of Com8tock issued under the Stock
Issuance Program or should the performance obgsctiot be attained with respect to one or more snghsted shares of Common Stock,
then those shares shall be immediately surrenderttd Corporation for cancellation, and the Pgodiot shall have no further stockholder
rights with respect to those shares. To the extensurrendered shares were previously issuedtBdhticipant for consideration paid in cash
or cash equivalent (including the Participant'schase-money indebtedness), the Corporation shmyro the Participant the cash
consideration paid for the surrendered shares laaltlancel the unpaid principal balance of anytautding purchase- money note of the
Participant attributable to the surrendered shares.

5. The Plan Administrator may in its discretion veathe surrender and cancellation of one or movested shares of Common Stock (or
other assets attributable thereto) which would mtfe occur upon the cessation of the Particip&slwice or the non-attainment of the
performance objectives applicable to those sh&ash waiver shall result in the immediate vestifthe Participant's interest in the shares of
Common Stock as to which the waiver applies. Suaivev may be effected at any time, whether beforsfter the Participant's cessation of
Service or the attainment or non-attainment ofapglicable performance objectives.
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II. CORPORATE TRANSACTION/CHANGE IN CONTROL

A. All of the outstanding repurchase/cancellatigits under the Stock Issuance Program shall teteiautomatically, and all the shares of
Common Stock subject to those terminated right shmediately vest in full, in the event of any Qorate Transaction, except to the extent
(i) those repurchase/cancellation rights are assigo the successor corporation (or parent themea@®nnection with such Corporate
Transaction or (ii) such accelerated vesting i€lped by other limitations imposed in the Stockuknce Agreement.

B. To the extent any repurchase/cancellation righfdicable to the Participant's outstanding shaneler the Stock Issuance Program are
assigned in the Corporate Transaction, those rigjiai automatically terminate, and the shareseziltp those terminated rights shall
immediately vest in full, in the event the Partamis Service should subsequently terminate byreakan Involuntary Termination within
twelve (12) months following the effective datesoich Corporate Transaction.

C. The Plan Administrator shall have the discretmtercisable either at the time the unvested staeissued or at any time while the
Corporation's repurchase rights remain outstandin) provide for the automatic termination ofeoor more outstanding
repurchase/cancellation rights and the immediaséing of the shares of Common Stock subject toethigghts upon the occurrence of a
Change in Control or (ii) condition any such accated vesting upon the subsequent Involuntary Treatin of the Participant's Service
within a specified period following the effectivateé of such Change in Control.

Ill. SHARE ESCROW/LEGENDS

Unvested shares may, in the Plan Administratossrdtion, be held in escrow by the Corporationlding Participant's interest in such shares
vests or may be issued directly to the Participdtit restrictive legends on the certificates evitlag those unvested shares.
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ARTICLE FOUR
AUTOMATIC OPTION GRANT PROGRAM
I. OPTION TERMS
A. GRANT DATES. Option grants shall be made ondhaées specified below:

1. Each individual serving as an Eligible Direcborthe Plan Effective Date and each Eligible Divegtho is first elected or appointed as a
non-employee Board member at any time thereaftdt abhtomatically be granted, on the Plan Effecidage or on the date of such initial
election or appointment (as the case may be), a®atutory Option to purchase 10,000 shares of Com8tock, provided such individual
has not previously been in the employ of the Cafion (or any Parent or Subsidiary).

2. On the date of each Annual Stockholders Medtild after the Plan Effective Date, each individubhb is to continue to serve as an
Eligible Director shall automatically be grantetllan-Statutory Option to purchase an additional @ 8iGares of Common Stock, provided
such individual has served as a non-employee Boamber for at least six (6) months. There shatidémit on the number of such 2,500-
share option grants any one Eligible Director megeive over his or her period of Board service.

B. EXERCISE PRICE.

1. The exercise price per share shall be equatéchandred percent (100%) of the Fair Market Va@leeshare of Common Stock on the
option grant date.

2. The exercise price shall be payable in one aembthe alternative forms authorized under thecRitionary Option Grant Program. Exc
to the extent the sale and remittance procedurafmabthereunder is utilized, payment of the eisr@rice for the purchased shares must be
made on the Exercise Date.

C. OPTION TERM. Each option shall have a term af ({£0) years measured from the option grant date.

D. EXERCISE AND VESTING OF OPTIONS. Each option k@ immediately exercisable for any or all of thtion shares. However, any
shares purchased under the option shall be subjeepurchase by the Corporation, at the exeraise paid per share, upon the Optionee's
cessation of Board service prior to vesting in ghsisares. Each initial 10,000-share grant shat| aesl the Corporation's repurchase right
shall lapse, in a series of four

(4) successive equal annual installments over titeo@ee's period of continued service as a Board
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member, with the first such installment to vestufite Optionee's completion of one (1) year of Baarvice measured from the option g1
date. Each annual grant shall vest, and the Cdipotarepurchase right shall lapse, upon the @p#its completion of one (1) year of Board
service measured from the option grant date.

E. EFFECT OF TERMINATION OF BOARD SERVICE. The foling provisions shall govern the exercise of apiians held by the
Optionee at the time the Optionee ceases to ssradBaard member:

() The Optionee (or, in the event of Optionee'atdethe personal representative of the Optiorestate or the person or persons to whom the
option is transferred pursuant to the Optioneellsorin accordance with the laws of descent arstritiution) shall have a twelve (12)-month
period following the date of such cessation of Blaggrvice in which to exercise each such option.

(i) During the twelve (12)-month exercise peritite option may not be exercised in the aggregatméoe than the number of vested shares
of Common Stock for which the option is exercisadti¢he time of the Optionee's cessation of Boardice.

(iii) Should the Optionee cease to serve as a Bomnthber by reason of death or Permanent Disatifign all shares at the time subject to
option shall immediately vest so that such optiaynduring the twelve (12yonth exercise period following such cessation @8l service
be exercised for all or any portion of those shasehilly-vested shares of Common Stock.

(iv) In no event shall the option remain exercisadiiter the expiration of the option term. Upon élxpiration of the twelve

(12)-month exercise period or (if earlier) upon éxgiration of the option term, the option shathisate and cease to be outstanding for any
vested shares for which the option has not beerciseel. However, the option shall, immediately upug Optionee's cessation of Board
service for any reason other than death or Permdisability, terminate and cease to be outstantbrtfpe extent the option is not otherwise
at that time exercisable for vested shares.

II. CORPORATE TRANSACTION/CHANGE IN CONTROL/HOSTILEAKE-OVER

A. In the event of any Corporate Transaction, theres of Common Stock at the time subject to eat$standing option but not otherwise
vested shall automatically vest in full so thatleaach option shall, immediately prior to the efifee date of the Corporate Transaction,
become fully exercisable for all of the shares ofrftnon Stock at the time subject to such optionraag be exercised for all or any portior
those shares as fully-vested shares
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of Common Stock. Immediately following the consuntiovaof the Corporate Transaction, each automatimao grant shall terminate and
cease to be outstanding, except to the extent &ssbgnthe successor corporation (or parent thereof)

B. In connection with any Change in Control, tharsls of Common Stock at the time subject to eatstanding option but not otherwise
vested shall automatically vest in full so thatteaach option shall, immediately prior to the efifiez date of the Change in Control, become
fully exercisable for all of the shares of CommadacR at the time subject to such option and magxtezcised for all or any portion of those
shares as fully-vested shares of Common Stock. Eaa option shall remain exercisable for suctyfulisted option shares until the
expiration or sooner termination of the option temnhe surrender of the option in connection witHostile Take-Over.

C. Upon the occurrence of a Hostile Take-OverQp&onee shall have a thirty (30)-day period inathio surrender to the Corporation each
automatic option held by him or her for a periodbfeast six (6) months. The Optionee shall inmebe entitled to a cash distribution from
the Corporation in an amount equal to the exce¢d tife Take-Over Price of the shares of Commartisat the time subject to the
surrendered option (whether or not the Optionextisrwise at the time vested in those shares) (@y¢he aggregate exercise price payable
for such shares. Such cash distribution shall lie \ihin five (5) days following the surrender thie option to the Corporation. No approval
or consent of the Board or any Plan Administratalisbe required in connection with such optiorrender and cash distribution.

D. Each option which is assumed in connection witorporate Transaction shall be appropriatelystdfly immediately after such Corporate
Transaction, to apply to the number and class airité&es which would have been issuable to the @yte in consummation of such Corpo
Transaction had the option been exercised immdgiptr to such Corporate Transaction. Appropriadgustments shall also be made to the
exercise price payable per share under each odistpaption, provided the aggregate exercise graable for such securities shall remain
the same.

E. The grant of options under the Automatic OptBrant Program shall in no way affect the rightte Corporation to adjust, reclassify,
reorganize or otherwise change its capital or lssirstructure or to merge, consolidate, dissalyeidate or sell or transfer all or any part of
its business or assets.

[ll. AMENDMENT OF THE AUTOMATIC OPTION GRANT PROGRM

The provisions of this Automatic Option Grant Piangr; together with the option grants outstandingetiieder, may not be amended at
intervals more frequently than once every six (énths, other than to the extent necessary to comipfyapplicable Federal income tax laws
and regulations.
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IV. REMAINING TERMS

The remaining terms of each option granted undeAiitomatic Option Grant Program shall be the sasihe terms in effect for option
grants made under the Discretionary Option Graogrm.
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ARTICLE FIVE
MISCELLANEOUS
I. FINANCING

A. The Plan Administrator may permit any Optionedarticipant to pay the option exercise price uride Discretionary Option Grant
Program or the purchase price for shares issueeruhd Stock Issuance Program by delivering a pgsony note payable in one or more
installments. The terms of any such promissory (iouding the interest rate and the terms of yepent) shall be established by the Plan
Administrator in its sole discretion. Promissorye@smay be authorized with or without security @liateral. In all events, the maximum
credit available to the Optionee or Participant mayexceed the sum of (i) the aggregate optionceses price or purchase price payable for
the purchased shares plus (ii) any Federal, statéogal income and employment tax liability inadrby the Optionee or the Participant in
connection with the option exercise or share pweha

B. The Plan Administrator may, in its discretioetemine that one or more such promissory notdstsaubject to forgiveness by the
Corporation in whole or in part upon such termghasPlan Administrator may deem appropriate.

II. TAX WITHHOLDING

The Corporation's obligation to deliver shares offfthon Stock upon the exercise of stock optiongawksappreciation rights or upon the
issuance or vesting of such shares under the Rihb® subject to the satisfaction of all applieaBederal, state and local income and
employment tax withholding requirements.

Ill. EFFECTIVE DATE AND TERM OF THE PLAN

A. The Discretionary Option Grant, Stock Issuarasa Automatic Option Grant Programs shall becorfectife on the Plan Effective Date.
Options may be granted under the DiscretionaryddpBrant Program at any time on or after the Pféeckve Date, and the initial options

under the Automatic Option Grant Program shall laglento the Eligible Directors at that time. However options granted under the Plan

may be exercised, and no shares shall be issuet tivelPlan, until the Plan is approved by the Gaon's stockholders. If such stockho

approval is not obtained within twelve (12) monéfier the date the Plan is adopted by the Boaeh &fl options previously granted under

this Plan shall terminate and cease to be outsigndind no further options shall be granted andhaoes shall be issued under the Plan.
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B. The Plan shall serve as the successor to tlieeessor Plan, and no further option grants skathétde under the Predecessor Plan afte
Plan Effective Date. All options outstanding unttex Predecessor Plan as of such date shall beporeted into the Plan at that time and <
be treated as outstanding options under the Plaweker, each outstanding option so incorporatell sbatinue to be governed solely by the
terms of the documents evidencing such option,rangprovision of the Plan shall be deemed to affectherwise modify the rights or
obligations of the holders of such incorporatedas with respect to their acquisition of share€ofmmon Stock.

C. One or more provisions of the Plan, includingifaut limitation) the option/vesting acceleratiprovisions of Article Two relating to
Corporate Transactions and Changes in Control, maie Plan Administrator's discretion, be extehtieone or more options incorporated
from the Predecessor Plan which do not otherwigséado such provisions.

D. The Plan shall terminate upon the earliest)dbéptember 30, 2005, (ii) the date on which aireh available for issuance under the Plan
shall have been issued pursuant to the exercifeafptions or the issuance of shares (whetheedestunvested) under the Plan or (iii) the
termination of all outstanding options in conneetiwith a Corporate Transaction. Upon such Planitation, all outstanding stock options
and unvested stock issuances shall continue tofloase and effect in accordance with the provisiohthe documents evidencing such
options or issuances.

IV. AMENDMENT OF THE PLAN

A. The Board shall have complete and exclusive pame authority to amend or modify the Plan in anwll respects. However, (i) no such
amendment or modification shall adversely affeetrights and obligations with respect to optionsgls appreciation rights or unvested stock
issuances at the time outstanding under the Plssithe Optionee or the Participant consentsdb amendment or modification, and (ii)
any amendment made to the Automatic Option Grangiam (or any options outstanding thereunder) $teaih compliance with the
limitations of that program. In addition, the Boatthll not, without the approval of the Corporatsostockholders, (i) materially increase the
maximum number of shares issuable under the Flamumber of shares for which options may be gdanteler the Automatic Option Grant
Program or the maximum number of shares for whighane person may be granted options, separatelgisable stock appreciation rights
and direct stock issuances per calendar year, efamepermissible adjustments in the event of ¢erthanges in the Corporation's
capitalization, (ii) materially modify the eligiliy requirements for Plan participation or (iii) teaally increase the benefits accruing to Plan
participants.

B. Options to purchase shares of Common Stock reayrénted under the Discretionary Option Grant Rnogand shares of Common Stock
may be issued under the Stock Issuance Progranaridat each instance in excess of the numberaseshhen available for issuance under
the Plan, provided any excess shares actuallydssoder those programs are
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held in escrow until there is obtained stockhokgproval of an amendment sufficiently increasirgnbimber of shares of Common Stock
available for issuance under the Plan. If suchkstolcler approval is not obtained within twelve (h2)nths after the date the first such excess
grant or issuances are made, then (i) any unexeerogtions granted on the basis of such exceseshhall terminate and cease to be
outstanding and (ii) the Corporation shall prompéfund to the Optionees and the Participants xleecése or purchase price paid for any
excess shares issued under the Plan and heldrowegogether with interest (at the applicable $A@rm Federal Rate) for the period the
shares were held in escrow, and such shares Bhediupon be automatically cancelled and cease ¢oifséanding.

V. USE OF PROCEEDS

Any cash proceeds received by the Corporation fitwersale of shares of Common Stock under the Plalhtse used for general corporate
purposes.

VI. REGULATORY APPROVALS

A. The implementation of the Plan, the grantingo§ option or stock appreciation right under thenRind the issuance of any shares of
Common Stock (i) upon the exercise of any optiostock appreciation right or (ii) under the Stoskuance Program shall be subject to the
Corporation's procurement of all approvals and jiisrrequired by regulatory authorities having jdiision over the Plan, the options and
stock appreciation rights granted under it andstieres of Common Stock issued pursuant to it.

B. No shares of Common Stock or other assets bBhafisued or delivered under the Plan unless atildhare shall have been compliance
with all applicable requirements of Federal andest&curities laws, including the filing and effeehess of the Form S-8 registration
statement for the shares of Common Stock issuatzlerithe Plan, and all applicable listing requirataef any stock exchange (or the
Nasdaq National Market, if applicable) on which Goam Stock is then listed for tradir

VIl. NO EMPLOYMENT/SERVICE RIGHTS

Nothing in the Plan shall confer upon the Optioaethe Participant any right to continue in Senfimeany period of specific duration
interfere with or otherwise restrict in any way tights of the Corporation (or any Parent or Sulsydemploying or retaining such person) or
of the Optionee or the Participant, which rights aereby expressly reserved by each, to terminate gerson's Service at any time for any
reason, with or without cause.
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APPENDIX
The following definitions shall be in effect undée Plan:
A. AUTOMATIC OPTION GRANT PROGRAM shall mean thetamatic option grant program in effect under thanP|
B. BOARD shall mean the Corporation's Board of Diretors.

C. CHANGE IN CONTROL shall mean a change in ownigrsin control of the Corporation effected througther of the following
transactions:

(i) the acquisition, directly or indirectly, by apgrson or related group of persons (other thaiCtrporation or a person that directly or
indirectly controls, is controlled by, or is undgrmmon control with, the Corporation), of beneficanership (within the meaning of Rule
13d-3 of the 1934 Act) of securities possessingentioan fifty percent (50%) of the total combineding power of the Corporation's
outstanding securities pursuant to a tender orangh offer made directly to the Corporation's shoddters which the Board does not
recommend such stockholders to accept, or

(i) a change in the composition of the Board cag@eriod of thirty-six (36) consecutive monthsesd such that a majority of the Board
members ceases, by reason of one or more contdstibns for Board membership, to be compriseiddiziduals who either (A) have been
Board members continuously since the beginningiofi period or (B) have been elected or nominateeél&xtion as Board members during
such period by at least a majority of the Board iners described in clause (A) who were still inadfat the time the Board approved such
election or nomination.

D. CODE shall mean the Internal Revenue Code 06188 amended.
E. COMMON STOCK shall mean the Corporation's comrstmek.
F. CORPORATE TRANSACTION shall mean either of tbdwing stockholder-approved transactions to witled Corporation is a party:

(i) a merger or consolidation in which securiti@sgessing more than fifty percent (50%) of thel wianbined voting power of the
Corporation's outstanding securities are transfieioea person or persons different from the perdaiding those securities immediately prior
to such transaction; or
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(i) the sale, transfer or other disposition ofa@llsubstantially all of the Corporation's assetsdmplete liquidation or dissolution of the
Corporation.

G. CORPORATION shall mean Intevac, Inc., a Califarcorporation, and any corporate successor tor albstantially all of the assets or
voting stock of Intevac, Inc. which shall by appiiafe action adopt the Plan.

H. DISCRETIONARY OPTION GRANT PROGRAM shall mearettiscretionary option grant program in effect urttie Plan.

|. DOMESTIC RELATIONS ORDER shall mean any judgmetecree or order (including approval of a propssgitlement agreement) wh
provides or otherwise conveys, pursuant to applkc8bate domestic relations laws (including comrtyupioperty laws), marital property
rights to any spouse or former spouse of the Op#on

J. ELIGIBLE DIRECTOR shall mean a non-employee Blaaember eligible to participate in the Automatigtion Grant Program in
accordance with the eligibility provisions of AigcOne.

K. EMPLOYEE shall mean an individual who is in ta@ploy of the Corporation (or any Parent or Suldsidi subject to the control and
direction of the employer entity as to both the kviar be performed and the manner and method obpeence.

L. EXERCISE DATE shall mean the date on which tleep@ration shall have received written notice & tption exercise.

M. FAIR MARKET VALUE per share of Common Stock onyarelevant date shall be determined in accordaiiitethe following
provisions:

(i) If the Common Stock is at the time traded oa Nasdaq National Market, then the Fair Market ¥alhall be the closing selling price per
share of Common Stock on the date in questionyes grice is reported by the National Associatib®ecurities Dealers on the Nasdaq
National Market or any successor system. If themoi closing selling price for the Common Stocktmndate in question, then the F

Market Value shall be the closing selling pricetba last preceding date for which such quotatiastex

(i) If the Common Stock is at the time listed aryé&Stock Exchange, then the Fair Market Value dhalhe closing selling price per share of
Common Stock on the date in question on the Stack&nhge determined by the Plan Administrator t¢thieeprimary market for the Common
Stock, as such price is officially quoted in thengmsite tape of transactions on such exchangeetétis no closing selling price for
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the Common Stock on the date in question, thefrtiieMarket Value shall be the closing selling pran the last preceding date for which
such quotation exists.

(iii) For purposes of any option grants made onRlan Effective Date, the Fair Market Value shalldeemed to be equal to the price per
share at which the Common Stock is sold in théainpublic offering pursuant to the Underwriting regment.

N. HOSTILE TAKE-OVER shall mean a change in ownership of the Qaitpan effected through the following transaction:

() the acquisition, directly or indirectly, by apgrson or related group of persons (other thaiCtrporation or a person that directly or
indirectly controls, is controlled by, or is undgrmmon control with, the Corporation) of benefi@alnership (within the meaning of Rule
13d-3 of the 1934 Act) of securities possessingentioan fifty percent (50%) of the total combineding power of the Corporation's
outstanding securities pursuant to a tender orangh offer made directly to the Corporation's shoddters which the Board does not
recommend such stockholders to accept, and

(if) more than fifty percent (50%) of the secustieo acquired are accepted from persons otheiSbetion 16 Insiders.

O. INCENTIVE OPTION shall mean an option which sfiéis the requirements of Code Section 422.

P. INVOLUNTARY TERMINATION shall mean the terminati of the Service of any individual which occursrbgson of:
(i) such individual's involuntary dismissal or disgge by the Corporation for reasons other tharcdfiduct, or

(i) such individual's voluntary resignation follavg (A) a change in his or her position with ther@mation which materially reduces his or
her level of responsibility, (B) a reduction in loisher level of compensation (including base salsinge benefits and participation in
corporate-performance based bonus or incentiveranog) by more than fifteen percent (15%) or (Cgladation of such individual's place of
employment by more than fifty (50) miles, providaad only if such change, reduction or relocatioefiscted by the Corporation without the
individual's consent.

Q. MISCONDUCT shall mean the commission of anydidtaud, embezzlement or dishonesty by the Op#aameParticipant, any
unauthorized use or disclosure by such personmffdential information or trade secrets of the Goggion (or any Parent or Subsidiary), or
any
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other intentional misconduct by such person adleeféecting the business or affairs of the Corpiora(or any Parent or Subsidiary) in a
material manner. The foregoing definition shall hetdeemed to be inclusive of all the acts or aimisswhich the Corporation (or any Parent
or Subsidiary) may consider as grounds for the isah or discharge of any Optionee, Participardtber person in the Service of the
Corporation (or any Parent or Subsidiary).

R. 1934 ACT shall mean the Securities ExchangeoA&934, as amended.
S. NON-STATUTORY OPTION shall mean an option ndeinded to satisfy the requirements of Code Sed#sh
T. OPTIONEE shall mean any person to whom an opsigranted under the Discretionary Option Gram\eiomatic Option Grant Progral

U. PARENT shall mean any corporation (other thanQorporation) in an unbroken chain of corporatiending with the Corporation,
provided each corporation in the unbroken chaihgothan the Corporation) owns, at the time ofdé&rmination, stock possessing fifty
percent (50%) or more of the total combined vopogver of all classes of stock in one of the otl@porations in such chain; provided,
however, that neither Kaiser Aerospace and Eletsofiorporation ("Kaiser"), a New York corporatiargr KSI, a California corporation,
shall be considered a Parent of the Corporatioassrgither Kaiser or KSI (as the case may be) atatk possessing fifty percent (50%) or
more of the total combined voting power of all skes of stock of the Corporation at any time aftevéinber 30, 1995.

V. PARTICIPANT shall mean any person who is issskdres of Common Stock under the Stock Issuanagdtno

W. PERMANENT DISABILITY OR PERMANENTLY DISABLED shthmean the inability of the Optionee or the Papnt to engage in
any substantial gainful activity by reason of argdically determinable physical or mental impairmexyected to result in death or to be of
continuous duration of twelve (12) months or métewever, solely for the purposes of the Automatiti@n Grant Program, Permanent
Disability or Permanently Disabled shall mean thetility of the non-employee Board member to penfbiis or her usual duties as a Board
member by reason of any medically determinable iphysr mental impairment expected to result intdea to be of continuous duration of
twelve (12) months or more.

X. PLAN shall mean the Corporation's 1995 Stocki@p&tock Issuance Plan, as set forth in this daum

Y. PLAN ADMINISTRATOR shall mean the particular &gt whether the Primary Committee, the Board @ Secondary Committee, whi
is authorized to administer the Discretionary Opiigrant and Stock Issuance Programs with respextamr more classes of
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eligible persons, to the extent such entity isyéag out its administrative functions under thosegsams with respect to the persons under its
jurisdiction.

Z. PLAN EFFECTIVE DATE shall mean the date on whibk Underwriting Agreement is executed and thiairpublic offering price of the
Common Stock is established.

AA. PREDECESSOR PLAN shall mean the Corporatioristing 1991 Stock Option Plan.

BB. PRIMARY COMMITTEE shall mean the committee @fd (2) or more non-employee Board members appoioyetie Board to
administer the Discretionary Option Grant and Steskiance Programs with respect to Section 16énsid

CC. QUALIFIED DOMESTIC RELATIONS ORDER shall mearDmmestic Relations Order which substantially caegpWith the
requirements of Code Section 414(p). The Plan Adrirator shall have the sole discretion to deteenviiether a Domestic Relations Order
is a Qualified Domestic Relations Order.

DD. SECONDARY COMMITTEE shall mean a committee wbt(2) or more Board members appointed by the Btmetiminister the
Discretionary Option Grant and Stock Issuance Rmogrwith respect to eligible persons other tharni@ed6 Insiders.

EE. SECTION 16 INSIDER shall mean an officer oedtor of the Corporation subject to the short-swingfit liabilities of Section 16 of the
1934 Act.

FF. SECTION 12(G) REGISTRATION DATE shall mean fhist date on which the Common Stock is registareder Section 12(g) of the
1934 Act.

GG. SERVICE shall mean the provision of servicethtoCorporation (or any Parent or Subsidiary) Ipgeson in the capacity of an
Employee, a non-employee member of the Board afddirs or a consultant or independent advisor,gxoehe extent otherwise
specifically provided in the documents evidencimg option grant or stock issuance.

HH. STOCK EXCHANGE shall mean either the Americdaoc® Exchange or the New York Stock Exchange.

II. STOCK ISSUANCE AGREEMENT shall mean the agreetrentered into by the Corporation and the Paditifat the time of issuance of
shares of Common Stock under the Stock Issuanggdmo

JJ. STOCK ISSUANCE PROGRAM shall mean the stodkamse program in effect under the Plan.
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KK. SUBSIDIARY shall mean any corporation (otheaththe Corporation) in an unbroken chain of corpiana beginning with the
Corporation, provided each corporation (other ttienlast corporation) in the unbroken chain owhghatime of the determination, stock
possessing fifty percent (50%) or more of the totahbined voting power of all classes of stockrie of the other corporations in such chain.

LL. TAKE-OVER PRICE shall mean the greater of figtFair Market Value per share of Common Stockhendate the option is surrendered
to the Corporation in connection with a Hostile &aRver or (ii) the highest reported price per slwir€ommon Stock paid by the tender
offeror in effecting such Hostile Take-Over. Howevéthe surrendered option is an Incentive Optitie Take-Over Price shall not exceed
the clause (i) price per share.

MM. TAXES shall mean the Federal, state and locebime and employment tax liabilities incurred bg kiolder of Non-Statutory Options or
unvested shares of Common Stock in connection théghexercise of those options or the vesting afelghares.

NN. 10% STOCKHOLDER shall mean the owner of stak determined under Code Section 424(d)) possessing than ten percent (10¢
of the total combined voting power of all classéstock of the Corporation (or any Parent or Sulasyg.

OO. UNDERWRITING Agreement shall mean the agreerbehween the Corporation and the underwriter oenndters managing the
initial public offering of the Common Stock.
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THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS OF
INTEVAC, INC.

Norman H. Pond and Charles B. Eddy Ill, or eithiethem, are hereby appointed as the lawful agemdspaoxies of the undersigned (with
powers the undersigned would possess if persopedlyent, including full power of substitution) &present and to vote all shares of capital
stock of Intevac, Inc. (the "Company") which thedarsigned is entitled to vote at the Company's AhMeeting of Shareholders on May 14,
1998, and at any adjournments or postponementsdhas follows on the reverse side.

CONTINUED AND TO BE SIGNED ON REVERSE SIDE



The Board of Directors recommends a vote FOR eatireqroposals below. This Proxy will be voteddaected, or, if no direction is
indicated, will be voted FOR each of the propobalew and, at the discretion of the persons namseg@@ies, upon such other matters as
may properly come before the meeting. This proxy berevoked at any time before it is voted.

1. The election of all nominees listed below fag Board of Directors, as described in the Proxyesiant:
Nominees: Norman H. Pond, Edward Durbin, RobertiBmpstead, David N. Lambeth and H. Joseph Sr
FOR [ WITHHELD []
(INSTRUCTION: To withhold authority to vote for amydividual nominee, write such name or names éngpace provided below.)
2. Proposal to approve an amendment to the Compafi95 Stock Option/Stock Issuance Plan:
FOR [] AGAINST [] ABSTAIN[]

3. Proposal to ratify the appointment of Ernst &uvig LLP as independent public auditors of the Camgar the fiscal year ending
December 31, 1998:

FOR [] AGAINST [] ABSTAIN []
4. Transaction of any other business which may gniggome before the meeting and any adjournmepbstponement thereof.

DATE: , 1998

(Signature)

(Signature if held jointly)

(Please sign exactly as shown on your stock ceatdéiand on the envelope in which this proxy wasemaWhen signing as partner, corpot
officer, attorney, executor, administrator, trustggardian or in any other representative capagitse full title as such and sign your own
name as well. If stock is held jointly, each joimtner should sign.)

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY,
USING THE ENCLOSED ENVELOPE.

End of Filing
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