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SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q
(MARK ONE)
%} QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 27, 2008
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-26946

INTEVAC, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 94-3125814

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

3560 Bassett Street
Santa Clara, California 95054
(Address of principal executive office, including Zp Code)
Registrant’s telephone number, including area code(408) 986-9888

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

Indicate by check mark whether the registrsuatlarge accelerated filer, an accelerated fderon-accelerated filer or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fileEl Accelerated filerd Non-accelerated fileid Smaller reporting compania
(Do not check if a smaller reporting company)

Indicate by check mark whether the registiaiatshell company (as defined in Rule 12b-2 ofAbg. 0 Yes M No

APPLICABLE ONLY TO CORPORATE ISSUERS:
On November 2, 2008, 21,795,035 shares dRtgastrant's Common Stock, $0.001 par value, wetstanding.
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

INTEVAC, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current assett
Cash and cash equivalel
Shor-term investment
Trade and other accounts receivable, net of allocesf $150 at September 27, 2008 and $!
December 31, 200
Inventories
Prepaid expenses and other current a:
Deferred income taxe
Total current asse
Property, plant and equipment, |
Long-term investment
Goodwill
Other intangible assets, net of amortization of%&2September 27, 2008 and $218 at December 8%,
Deferred income taxes and other long term a:

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Note payable
Accounts payabl
Accrued payroll and related liabilitit
Other accrued liabilitie
Customer advance
Total current liabilities
Other lon¢-term liabilities
Long-term note payabl
Stockholder equity:
Common stock, $0.001 par val
Additional paid in capita
Accumulated other comprehensive income (i
Retained earning
Total stockholder equity
Total liabilities and stockholde’ equity

September 27
2008

December 31
2007

(Unaudited)
(In thousands)

$ 3882 $ 27,67¢
2,981 110,98t
19,35: 14,14:
15,45¢ 22,13
3,901 4,16
5,821 3,60¢
86,33t 182,70
15,01 15,40:
73,10¢ 2,00¢
17,60 7,90¢
5,181 1,78:
7,49¢ 5,611

$ 204,74: $ 21541
$  197¢ $ 1,99
5,04¢ 7,67¢
3,967 8,61(
4,03¢ 4,16:
1,707 5,631
16,73 28,07
407 27¢

— 1,89¢

22 22
126,79 120,05¢
(99¢) 571
61,78 64,51
187,60t 185,16:

$ 204,74: $ 21541

Note: Amounts as of December 31, 2007 are derir@td the December 31, 2007 audited consolidateddiiah statements

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS)

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007
(Unaudited)

(In thousands, except per share amountt

Net revenues

Systems and componet $ 25,26: $  46,08. $ 8240: $ 189,27¢
Technology developmel 3,291 4,52 11,46¢ 9,80¢
Total net revenue 28,56( 50,60¢ 93,86 199,08:
Cost of net revenue
Systems and componel 17,68 23,56¢ 49,67 105,54
Technology developmel 1,78¢ 2,42t 6,664 5,31t
Total cost of net revenus 19,47¢ 25,98¢ 56,33¢ 110,85¢
Gross profil 9,08t 24.61°* 37,52¢ 88,22«
Operating expense
Research and developm 8,62( 9,43 26,42¢ 31,27:
Selling, general and administrati 7,341 7,062 21,81¢ 22,41«
Total operating expens 15,96! 16,49¢ 48,244 53,69
Operating profit (loss (6,87¢€) 8,11¢ (10,719 34,53:
Interest income and other, r 884 1,79i 3,101 4,65¢
Income (loss) before income tax (5,999 9,91: (7,614 39,18¢
Provision (benefit) for income tax (2,639 1,54¢ (4,887%) 9,42
Net income (loss $ (3,359 $ 8,36¢ $ (2,72 29,76
Other comprehensive income (los
Unrealized gain (loss) on securities held as alvléor sale 63 — (1,497) —
Foreign currency translation adjustme (438) 82 (77) 92
Total comprehensive income (los $ (3,729 $ 8,44¢ $ (429 $ 29,85
Basic income (loss) per sha
Net income (loss $ (0.1%) $ 0.3¢ $ 0.1 $ 1.3¢
Shares used in per share amot 21,76 21,51¢ 21,70( 21,40:
Diluted income (loss) per shal
Net income (loss $ (0.1%) $ 0.3¢ $ (0.19) % 1.34
Shares used in per share amol 21,76! 22,13( 21,70( 22,15¢

See accompanying notes to the condensed consadlifiaéecial statements.
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Operating activities
Net income (loss

Adjustments to reconcile net income (loss) to rRehcand cash equivalents provided by (used inatipgr

activities:

Depreciation and amortizatic
Equity-based compensatic

Deferred income taxe

Changes in operating assets and liabili

Total adjustment

INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Net cash and cash equivalents provided by (useob@jating activitie:

Investing activities
Purchases of investmer

Proceeds from maturities of investme
Acquisition of DeltaNu LLC, net of cash acquir
Acquisition of Oerlikon assets, net of cash acql
Purchases of leasehold improvements and equip

Net cash and cash equivalents provided by (useidve¥ting activities

Financing activities

Net proceeds from issuance of common s

Repayment of note payak

Excess tax benefit from equ-based compensatic

Net cash and cash equivalents provided by (usefthamcing activities

Effect of exchange rate changes on ¢

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental Schedule of Cash Flow Informatiol

Cash paid (received) fa
Income taxe:
Income tax refunt

Other nor-cash change:

Notes payable issued for the acquisition of DeltaN1C

See accompanying notes to the condensed consadlifiaéacial statements.
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Nine months ended
September 27 September 2¢
2008 2007
(Unaudited)

(In thousands)

$ (272) $ 29,76

3,73¢ 3,247
5,001 4,57¢
(4,514) —
(7,499 8,11¢
(3,274 15,93«
(6,007) 45,60
(7,000 (111,57)
42,65( 62,70(
— (2,089)
(15,099 —
(3,147) (4,366)
17,41 (55,320)
1,80: 3,591
(2,000 —
— 952
(197) 4,541
(65) 53
11,15: (5,02%)
27,67 39,44(

$ 38,82t $ 34,410

$ 8,04¢

&+ B

($1,13)

$ —

»

3,72C
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

1. Basis of Presentation
Basis of Presentatiol

In the opinion of management, the unauditéerim consolidated condensed financial statemdmitstevac, Inc. and its subsidiaries (Inte'
or the Company) included herein have been preparexdbasis consistent with the December 31, 206@ifealiconsolidated financial stateme
and include all material adjustments, consistingaimal recurring adjustments, necessary to fairhsent the information set forth therein.
These unaudited interim condensed consolidateddinbstatements should be read in conjunction Wighaudited consolidated financial
statements and notes thereto included in Intevacisial Report on Form 10-K for the fiscal year eshidecember, 31, 2007 (2007 Form 10-
K). Intevac’s results of operations for the thred aine months ended September 27, 2008 are nessedly indicative of future operating
results.

The preparation of financial statements infoomity with accounting principles generally acasgpin the United States of America (United
States) requires management to make judgmentsyaset and assumptions that affect the amountstegpior the financial statements and
accompanying notes. Actual results could differeriatly from those estimates.

Reclassifications

Certain prior year amounts in the Condenseas@ladated Financial Statements have been redked$d conform to the 2008 presentation.
The Condensed Consolidated Statements of Cash Féowse period ended September 29, 2007 contaitiassifications to reflect the year-
end 2007 presentation of the cash flow impact efrtbte payable in connection with the acquisitibDeltaNu, LLC. The reclassifications had
no material effect on total assets, liabilities,ligg revenue, net income or comprehensive incoragipusly reported.

Out of Period Adjustment

In the third quarter of 2008, Intevac recordedadjustment to decrease the income tax bene$i£b4,000 relating to an immaterial error
originating in 1995. The adjustment was due to maeustatement of income tax expense in prior ygard an understatement of the related
deferred tax liability) resulting from a differenbetween book and tax basis related to Intevatésest in a real estate investment. Intevac
determined that the impact of this correction wasmaterial to any of the prior years’ financiatstments and recorded the correction in the
quarter ended September 27, 2008.

2. New Accounting Pronouncements

In May 2008, the Financial Accounting StandBodrd (“FASB”) issued Statement on Financial Aatting Standards (“SFAS”) No. 162,
“The Hierarchy of Generally Accepted Accountingrieiples” (“SFAS 162”), which identifies the souragsaccounting principles and the
framework for selecting the principles to be usethe preparation of financial statements of nomegomental entities that are presented in
conformity with generally accepted accounting pipfes (“GAAP”) in the United States. SFAS 162 iseetive sixty days following the SEC’s
approval of The Public Company Accounting Oversigbard’s related amendments to remove the GAARatsay from auditing standards.
Intevac is currently evaluating the potential impafcthe implementation of SFAS 162 on its finahpiasition and results of operations.

In April 2008, the FASB issued FASB Staff Rmsi (“FSP”) 142-3, “Determination of the Usefulfeiof Intangible Assets” (“FSP 142-3").
The FSP amends the factors that an entity shouldider in determining the useful life of a recoguizntangible asset under SFAS 142,
“Goodwill and Other Intangible Assets”, to incluttee entity’s historical experience in renewing gre@ding similar arrangements, whether or
not the arrangements have explicit
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

renewal or extension provisions. Previously antgmtas precluded from using its own assumptionsiabenewal or extension of an
arrangement where there was likely to be substardst or modifications. Entities without their ovlistorical experience should consider the
assumptions market participants would use abo@wahor extension. The amendment may result iutedul life of an entity’s intangible
asset differing from the period of expected castvél that was used to measure the fair value ofitigerlying asset using the market
participant’s perceived value. The FSP is effectordinancial statements issued for fiscal yeagibning after December 15, 2008, and for
interim periods within those fiscal years. Earlpgtion is prohibited. The requirements for deteiimirthe useful life of intangible assets apply
to intangible assets acquired after January 1, 2008 disclosure requirements will be applied peasipely to all intangible assets recognized
as of, and subsequent to, the effective date. &ates/currently evaluating the potential impactef implementation of FSP 142-3 on its
financial position and results of operations.

In March 2008, the FASB issued SFAS No. 1@listlosures about Derivative Instruments and Heglgiativities — An Amendment of
FASB Statement No. 133" (“SFAS 161"). SFAS 161 entes required disclosures regarding derivativeshalding activities. SFAS 161 is
effective for fiscal years and interim periods lmetimg after November 15, 2008. Intevac is curreatigluating the potential impact of the
implementation of SFAS 161 on its financial positend results of operations.

In December 2007 the FASB issued SFAS No.R}ATBusiness Combinations” (“SFAS 141R"). SFAS Rdtetains the fundamental
acquisition method of accounting established inedt@nt 141; however, among other things, SFAS I4tRires recognition of assets and
liabilities of non-controlling interests acquirddir value measurement of consideration and coetihgonsideration, expense recognition for
transaction costs and certain integration costegmition of the fair value of contingencies, amjuatments to income tax expense for changes
in an acquirer’s existing valuation allowances ncertain tax positions that result from the bussre@mbination. SFAS 141R is effective for
annual reporting periods beginning after DecembeR2008 and will be applied prospectively. Inteiscurrently evaluating the potential
impact of the implementation of SFAS 141R on ite&ficial position and results of operations.

In December 2007, the FASB issued SFAS No, 160ncontrolling Interests in Consolidated Finai&tatements, an Amendment of
Accounting Research Bulletin No 51” (“SFAS 160"fAS 160 establishes accounting and reporting stdsdar ownership interests in
subsidiaries held by parties other than the paotranges in a parent’s ownership of a noncontilierest, calculation and disclosure of the
consolidated net income attributable to the paaedtthe noncontrolling interest, changes in a garemvnership interest while the parent
retains its controlling financial interest and felue measurement of any retained noncontrollingte investment. SFAS 160 is effective for
financial statements issued for fiscal years bagmafter December 15, 2008, and interim periodbiwithose fiscal years. Early
implementation is prohibited. Intevac must implet&iese new requirements in its first quarter e€dl 2009. Intevac is currently evaluating
the potential impact of the implementation of SFEE on its financial position and results of opiers.

In February 2007, the FASB issued SFAS No, IB8e Fair Value Option for Financial Assets anddncial Liabilities, Including an
Amendment to FASB No. 115" (“SFAS 159”). Under SFASD, entities may elect to measure specified firinstruments and warranty and
insurance contracts at fair value on a contractdytract basis, with changes in fair value recogphim earnings each reporting period. The
election, called the fair value option, will enaklgtities to achieve an offset accounting effectcftanges in fair value of certain related assets
and liabilities without having to apply more compleedge accounting provisions. SFAS 159 is effecéig of the beginning of a company’s
first fiscal year that begins after November 15)20ntevac chose not to apply the provisions cASRE59.

In September 2006, the FASB issued SFAS N, ‘Fair Value Measurements” (“SFAS 157”). SFAS Isfines fair value, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, arngheas disclosures about fair value
measurements. Intevac implemented the measuremeémisclosure requirements related to financiaétssand financial liabilities in the first
quarter of
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

fiscal 2008. The implementation of this standadiridt have a material impact on Intevac’s financa@idition, results of operations or cash
flows.

In February 2008, the FASB issued FSP 15Afppfication of FASB Statement No. 157 to FASB Stagat No. 13 and Other Accounting
Pronouncements That Address Fair Value Measurem@mniurposes of Lease Classification or Measurémeder Statement 13" (“FSP 157-
1") and FSP 157-2, “Effective Date of FASB Statetda. 157" (“FSP 157-2"). FSP 157-1 amends SFAS MNxY. to remove certain leasing
transactions from its scope. FSP 157-2 delaysftbetwe date of SFAS No. 157 for all non-financésets and non-financial liabilities, except
for items that are recognized or disclosed atfaiue in the financial statements on a recurrirgidat least annually), until fiscal years
beginning after November 15, 2008 . Intevac isemnity evaluating the potential impact of the impéaration of the FSPs on its financial
position and results of operations.

In October 2008, the FASB issued FSP 157-2tébnining the Fair Value of a Financial Asset iMarket That Is Not Active” (“FSP 157-
3"), which clarifies the application of SFAS 157 erhthe market for a financial asset is inactiveecHirally, FSP 157-3 clarifies how
(1) management’s internal assumptions should beidered in measuring fair value when observabla de¢ not present, (2) observable
market information from an inactive market shouddtiken into account, and (3) the use of broketeguor pricing services should be
considered in assessing the relevance of obseraableinobservable data to measure fair value. Tiltagce in FSP 157-3 is effective
immediately. Intevac considered the guidance pexvioy FSP 157-3 in its determination of estimasedvalues as of September 27, 2008, and
the impact was not material.

3. Inventories

Inventories are priced using average actustiscand are stated at the lower of cost or malkegntories consist of the following:

September 27 December 31
2008 2007
(In thousands)
Raw materials $ 8,99/ $ 13,66¢
Work-in-progress 3,04( 6,191
Finished good 3,421 2,27¢

$ 1545t $ 22,13

Finished goods inventory consists primaril}completed systems at customer sites that are goitgrinstallation and acceptance testing.

Inventory reserves included in the above ldarwere $9.0 million and $7.8 million at Septent&r2008 and December 31, 2007,
respectively. Each quarter, Intevac analyzes utsntory (raw materials, work-iprogress and finished goods) against the forecagethnd fo
the next twelve months. Raw materials with no fagted requirements in that period are considereédssxand inventory provisions are
established to write those items down to zero neklvalue. Work-in-progress and finished goods im@ges with no forecast requirements in
that period are typically written down to the lovadrcost or market. During this process, some itwgnis identified as having no future use or
value to us and is disposed of against the reserves

4. Equity-Based Compensation

At September 27, 2008, Intevac had equity-tbaseards outstanding under the 2004 Equity Incerfilan (the “2004 Plan”) and the 2003
Employee Stock Purchase Plan (the “ESPP”). Intevsigckholders approved both of these plans.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

The 2004 Plan permits the grant of incentivaan-statutory stock options, restricted stockcktappreciation rights, performance units and
performance shares. During the three months endpte®ber 27, 2008, Intevac granted 509,000 stot&respwith an estimated total grant-
date fair value of $3.1 million. Of this amounttiested awards of $693,000 are not expected to esing the nine months ended
September 27, 2008, Intevac granted 670,000 stoibérs with an estimated total grant-date fair eadfi $4.2 million. Of this amount,
estimated awards of $915,000 are not expectedsio ve

The ESPP provides that eligible employees maghase Intevac’s common stock through payrolud@dns at a price equal to 85% of the
lower of the fair market value at the beginningted applicable offering period or at the end ofteapplicable purchase interval. Offering
periods are generally two years in length, and isbo$ a series of six-month purchase intervalgyiBlle employees may join the ESPP at the
beginning of any six-month purchase interval. Dgrine nine months ended September 27, 2008, Ingreated purchase rights with an
estimated total grant-date value of $1.0 million.

Compensation Expense

The effect of recording equity-based compeaasdbr the three- and nine-month periods endede®elper 27, 2008 and September 29, 2007
was as follows:

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007

(in thousands, except per share data)
Equity-based compensation by type of aws

Stock options $ 1,311 $ 1677 $ 3,96( $ 3,991

Employee stock purchase pl 47¢€ 191 97¢ 61¢
Amounts (capitalized as inventory) released to obstles (23) (27) 66 (32)
Total equit-based compensatic 1,76¢€ 1,841 5,004 4,57¢
Tax effect on equit-based compensatic (68¢) (28€) (1,959 (1,099
Net effect on net incom 1,07 1,55¢ 3,052 3,481
Effect on earnings per sha

Basic $ 0.0t $ 0.07 $ 0.14 $ 0.1¢€

Diluted $ 0.0t $ 0.07 $ 0.14 $ 0.1¢

Valuation Assumptions

The fair value of share-based payment awardstimated at the grant date using the Black-8shmption valuation model. The
determination of fair value of share-based paynagrards on the date of grant using an option-pricnuglel is affected by Intevacstock prict
as well as assumptions regarding a number of hightyplex and subjective variables. These variabldade, but are not limited to, the
expected stock price volatility over the term of twards, and actual employee stock option exebeibavior.

The weighted-average estimated value of enggl@yock options granted during the three monttle@®eptember 27, 2008 and
September 29, 2007 was $6.04 per share and $Ghae, respectively. The weighted-average estiunedlue of employee stock options
granted during the nine months ended Septemb&@B and September 29, 2007 was $6.27 per shai®l@n24 per share, respectively. The
weighted-average estimated fair value of employeekspurchase rights granted pursuant to the ESiiRglthe three months ended
September 27, 2008 and September 29, 2007 was 5287.66 per share, respectively. The weightedaaye estimated fair value of
employee stock purchase rights granted pursuahet&SPP during the nine months ended Septemb@028,and September 29, 2007 was
$5.40 and $7.81 per share, respectively. The #irevof each option and employee stock

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

purchase right grant is estimated on the dateanftgrsing the Black-Scholes option valuation mad# the following weighted-average
assumptions:

Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Stock Options
Expected volatility 65.5% 66.51% 65.4(% 66.91%
Risk free interest rai 2.89% 4.1% 2.9% 4.26%
Expected term of options (in yea 4.4¢ 451 4.4¢ 4.4¢
Dividend yield None None None None
Three Months Ended Nine Months Ended
September 27, September 29, September 27, September 29,
2008 2007 2008 2007
Stock Purchase Right
Expected volatility 64.2:% 63.14% 62.65% 63.1%
Risk free interest raf 1.9(% 3.92% 1.68% 4.04%
Expected term of options (in yea 1.92 1.6C 1.87 1.52
Dividend yield None None None None

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

As the equity-based compensation expense nezexdjin the Condensed Consolidated Statementpefafions is based on awards
ultimately expected to vest, such amount has bedumced for estimated forfeitures. Forfeitures westtmated based on Intevac’s historical
experience, which Intevac believes to be indicatif/Btevac’s future experience.

5. Business Combinations

On July 14, 2008, Intevac acquired carégisets and liabilities of OC Oerlikon Balzers. l(t@erlikon”)’'s magnetic media equipment
business for a purchase price of $15.1 millionaalg net of cash acquired. In addition Intevacedjte pay contingent consideration to
Oerlikon in the form of a royalty on Intevac’s mevenue from commercial sales of certain produdigs agreement terminates on July 13,
2011. Intevac has made no payments to Oerlikonnthigeagreement through September 27, 2008. Asop#ne acquisition, Intevac also
entered into a settlement agreement with Oerliladated to a patent infringement lawsuit filed bielrac against Unaxis USA, Inc., a wholly
owned subsidiary of Oerlikon, and all claims in titigation were dismissed.

In connection with this acquisition, Intevacorded goodwill of $9.8 million and intangible etssof $3.8 million. Of the $3.8 million of
acquired intangible assets, $2.6 million was agsigo customer relationships (to be amortized éver9 years), $1.2 million was assigned to
purchased technology (to be amortized over 3 teafs) and $80,000 was assigned to acquired batkldg amortized over 1 year). Future
contingent payments will also
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

be allocated to goodwill. The purchase price alioce for this acquisition are preliminary and ®djto revision as more detailed analyses are
completed and additional information about fairueabf assets and liabilities becomes available. &rgnge in the estimated fair value of the
net assets acquired will change the amount of tinehase price allocable to goodwiill.

On November 9, 2007, Intevac acquired thetassel certain liabilities of Creative Display Sysss, LLC (“CDS”) for a purchase price of
$6.0 million in cash, net of cash acquired. Theudregl business is a supplier of high-performanceroadisplay products for near-eye and
portable applications in defense and commerciaketar In connection with this acquisition, Intevacorded goodwill of $2.5 million and
intangible assets of $1.6 million. Of the $1.6 mill of acquired intangible assets, $890,000 waigiasd to purchased technology (to be
amortized over 10 years), $560,000 was assignedsimmer relationships (to be amortized over 139)e&110,000 was assigned to acquired
backlog (to be amortized over 1 year), and $40y08¢ assigned to covenants not to compete (to betiaetbover 3 years).

On January 31, 2007, Intevac acquired thet@asel certain liabilities of DeltaNu, LLC (“DeltaR) for a purchase price of $5.8 million of
which $2 million was paid in cash at the closehaf acquisition, $2 million was paid on JanuaryZ108 and $2 million is payable on January
31, 2009, which is in the form of a non interesaiireg note. Interest is imputed, and the relatde payable is recorded at a discount in the
accompanying Condensed Consolidated Balance SHéetsacquired business is a supplier of small fdotand handheld Raman
spectrometry instruments. In connection with thigquasition, Intevac recorded goodwill of $5.4 nahi, an indefinite-life tradename of
$120,000 and amortizable intangible assets of $®®80which are comprised of customer relationshipsenants not to compete and backlic
be amortized over their respective useful lived-@fyears.

The results of operations for the acquiredrimsses have been included in our consolidateerstatts of operations for the periods
subsequent to their respective acquisition datesfd®ma results of operations have not been pteddrecause the effects of the acquisitions,
individually and in aggregate, were not material..

At September 27, 2008, Intevac had recordedshof $17.6 million of goodwill and $120,000 ioflefinite-life intangible assets, from the
acquisitions described above. Goodwill and indédifife intangible assets are tested for impairmenaom@nnual basis or more frequently u
the occurrence of circumstances that indicateghatiwill and unamortized intangible assets maynipgaired. Intevac did not record any
impairment of goodwill and intangible assets duting nine months ended September 27, 2008. Gooblyvdegment is as follows: Equipme
$9.7 million and Intevac Photonics: $7.9 million.

Total amortization expense of finite-livedangibles for the three months and nine months eBaptember 27, 2008 was $266,000 and
$412,000, respectively. As of September 27, 20@8y€& amortization expense is expected to be $26Xdr the remainder of 2008, $877,000
for 2009, $799,000 for 2010, $677,000 for 2011,7%4660 for 2012 and $1.9 million thereafter. Intdngiassets by segment are as follows:
Equipment: $3.6 million and Intevac Photonics: $iiion.

6. Warranty

Intevac provides for the estimated cost ofratatly when revenue is recognized. Intevac’s wayranper contract terms and for Intevac’s
systems the warranty typically ranges between t224nmonths from customer acceptance. For systeldstgough Intevac’s distributor,
Intevac offers a 3 month warranty, where the redetiof any warranty period is the responsibilitytiod distributor. During the warranty per
any defective non-consumable parts are replacedhatalled at no charge to the customer. The warnaeriod on consumable parts is limited
to their reasonable usable lives. Estimated rapaieplacement costs are used along with Intev@istsrical warranty experience to determine
Intevac’s warranty obligation. Management exercjgdgment in determining the underlying estimatetevac also provides for estimated
retrofit costs, which typically relate to
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

design changes or improvements we identify. Onse-txy-case basis, management determines whethet tir retrofit systems in the field at
no charge to the customer.

On the Condensed Consolidated Balance Sheeshiort-term portion of the warranty provisiomisluded in other accrued liabilities, while
the long-term portion is included in other longrteliabilities. The expense associated with produsntranties issued or adjusted is included in
cost of net revenues on the Condensed Consolidttdment of Operations and Comprehensive Income.

The following table displays the activity imetwarranty provision account, including estimateaVisions for retrofit costs, for the threand
nine-month periods ending September 27, 2008 apteBder 29, 2007:

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007
(in thousands)
Beginning balanc $ 2,13¢ $ 455¢ % 3,097 $ 5,28:
Expenditures incurred under warrani (842) (983) (2,057 (3,40€)
Accruals for product warranties issued during gorting perioc 40¢ 245 1,19¢ 1,99(
Acquired in a business combinati 85 — 85 —
Adjustments to previously existing warranty accst 121 17 (414 (32
Ending balanc $ 1,90¢ $ 3,83t $ 1,90¢ $ 3,83t

The following table displays the balance shgsification of the warranty provision accountlie Condensed Consolidated balance sheet
at:

September 27 December 31
2008 2007
(In thousands)
Other accrued liabilitie $ 1,552 $ 281
Other lon¢-term liabilities 357 27¢
Total warranty provisiol $ 1,90¢ $ 3,09

7. Guarantees
Officer and Director Indemnifications

As permitted or required under Delaware law tmthe maximum extent allowable under that lawevac has certain obligations to
indemnify its current and former officers and dioes for certain events or occurrences while thieaf or director is, or was serving, at
Intevac’s request in such capacity. These indewatifin obligations are valid as long as the dinectmfficer acted in good faith and in a
manner the person reasonably believed to be imtopposed to the best interests of the corporatimmh with respect to any criminal action or
proceeding, had no reasonable cause to believa hisr conduct was unlawful. The maximum potergrabunt of future payments Intevac
could be required to make under these indemniioatbligations is unlimited; however, Intevac hatiractor and officer insurance policy that
mitigates Intevac’s exposure and enables Intevagdover a portion of any future amounts paid. Assallt of Intevac’s insurance policy
coverage, Intevac believes the estimated fair vafubkese indemnification obligations is not meadkri
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
Other Indemnifications

As is customary in Intevac’s industry, manyrdevac’s contracts provide remedies to certaiird tharties such as defense, settlement, or
payment of judgment for intellectual property clainelated to the use of its products. Such inddoatibn obligations may not be subject to
maximum loss clauses. Historically, payments matkted to these indemnifications have been immnateri

8. Cash, Cash Equivalents and Investments in DebeS8urities

Cash and cash equivalents are comprised of-t&drm, highly liquid investments with maturities@® days or less from the date of purch
Investments are comprised of both available-foe-salcurities, which are recorded at estimated/&dire, and held-toraturity securities, whic
are carried at amortized cost. Unrealized gainsi@sgbs associated with Intevac’s investments)yif are reported in stockholders’ equity.
Included in accounts payable is $1.4 million andL$gillion of book overdraft at September 27, 2@08 December 31, 2007, respectively.

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

September 27 December 31
2008 2007
(in thousands)

Amortized Principal Amount

Debt securities issued by the US government arabigsicie: $ 2,981 $ 29,74«
Auction rate securitie 73,10¢ 81,45(
Corporate debt securiti — 1,80(C
Total investments in debt securiti $ 76,08¢ $ 112,99:
Shor-term investment $ 2,981 $ 110,98
Long-term investment 73,10¢ 2,00¢
Total investments in debt securiti $ 76,08¢ $ 112,99
Approximate fair value of investments in debt sé@s $ 76,09: $ 113,02¢

As of September 27, 2008, Intevac’s investnpentfolio included $74.6 million par value in aiget rate securities (“ARS”). All of the ARS
are student loan structured issues, where the lvaves been originated under the U.S. DepartmeBtiatation’s Federal Family Education
Loan Program (“FFELP”). The principal and interagt 9798% reinsured by the U.S. Department of Educatioa collateral ratios range frc
103% to 113%, and there have been no changes foA&Aagating of the securities. Beginning in mid-Fehry 2008, these ARS failed auction
due to sell orders exceeding buy orders, primakilyen by the decision of the investment banksabcontinue participating in the auctions.
of this date, all of the holdings have experienaelast eight failed auctions. The investmenRE will not be accessible until a successful
auction occurs, they are restructured into a miqred security, a buyer is found outside of theteurcprocess, or the underlying securities
matured.

As a basis for considering market participgsgumptions in fair value measurements, SFAS lfableshes a fair value hierarchy that
prioritizes the inputs to valuation techniques usetheasure fair value into three broad levels. felirevalue hierarchy gives the highest prio
to quoted prices in active markets for identicaleds or liabilities (Level 1) and the lowest prigtio unobservable inputs (Level 3). Due to the
lack of actively traded market data or other obable inputs, the value of Intevac’s ARS and theltegy unrealized loss was determined using
Level 3 hierarchical inputs. These inputs includmagemens assumptions of pricing by market participantsiuding assumptions about ri
In accordance with SFAS 157, the impairment amewat arrived at through a model which compared tipe&ted rate of return on Intevac’s
ARS to similar other rates of return which
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an investor would demand in the market. The sdeanwere discounted over a three-year period, wisicéflective of the length of time
anticipated to take the ARS to become liquid. Cornimgethe rate of return generated by the ARS pbotto the rate of return an investor wo
demand in the market resulted in a valuation of 98fthe ARS investments. The reclassificationhgfse securities from current assets to long-
term assets was deemed appropriate, as manageetientb that the ARS market will not become liqwithin the next year. Potentially, it
could take until the final maturity of the underiginotes (ranging from 23 years to 39 years) thzethese investments’ recorded value.
Management currently believes these securitiesatrether-than-temporarily impaired, primarily diosthe government guarantee of the
underlying securities and Intevac’s ability to hithése securities for the foreseeable future.

Based on the valuation model and an analysither-than-temporary impairment factors, Intewaote down the ARS investments to an
estimated fair value of $76.8 million at March 2908. This write-down resulted in a temporary impeant charge of $1.6 million, which is
reflected as unrealized loss within other comprshenincome. Intevac reviews impairments associatétthe above in accordance with
Emerging Issues Task Force (“EITF”) 03-01 and FERS$115-1 and 124-1, “The Meaning of Other-Than-perary-Impairment and Its
Application to Certain Investments,” to determihe tlassification of the impairment as “temporawsy™other-than-temporary.” A temporary
impairment charge results in an unrealized lossghecorded in the other comprehensive income coeoof stockholders’ equity. Such an
unrealized loss does not reduce net income foapipdicable accounting period, because the losstigiawed as other-than-temporary.

The following table presents the changes wel& instruments measured on a recurring basigéthree and nine months ended
September 27, 2008. The majority of Intevac’s L&/bhlances consist of investment securities dladsis available-for-sale with changes in
fair value recorded in equity.

Changes in Level 3 instruments (in thousands):

Investment securities at January 1, 2 $81,45(
Net unrealized gains and losses included in east —
Net unrealized gains and losses included in othemprehensive inconr (2,567
Purchases and settlements, (3,100
Investment securities at March 29, 2( 76,78:
Net unrealized gains and losses included in east —
Net unrealized gains and losses included in otbemrehensive incorr 12
Purchases and settlements, (600
Investment securities at June 28, 2 76,19¢
Net unrealized gains and losses included in east —
Net unrealized gains and losses included in otbemrehensive incorr 63
Purchases and settlements, (3,150
Investment securities at September 27, Z $73,10¢
Net change in unrealized gains and losses relatifrgstruments still held at September 27, 2 $ 1,49:

9. Borrowing Facility

On March 5, 2008, Intevac entered into anemgent with Citigroup Global Markets Inc (“Citi”) f@ secured revolving loan facility. This
loan facility may be terminated at the discretiérCdi and amounts outstanding are payable on deimaims secured by Intevac’'s ARS held at
Citi. Approximately $20 million of credit is curréy available pursuant to the loan facility. Théeirest rate on the loan facility is Prime minus
1.5 percent. No amounts were outstanding undectbidit facility at September 27, 2008.
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10. Net Income (Loss) Per Share
The following table sets forth the computatadrbasic and diluted earnings per share:

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007
(in thousands)
Numerator:
Numerator for diluted earnings per sh— income (loss) available 1
common stockholdel $ (3,359 $ 8,36¢ $ (272 $ 29,76
Denominator
Denominator for basic earnings per sk— weightec-average share 21,76! 21,51¢ 21,70( 21,40:
Effect of dilutive securities
Employee stock options (. — 611 — 752
Dilutive potential common shar: — 611 — 752
Denominator for diluted earnings per share — adplisteighted-
average shares and assumed conver: 21,76 22,13( 21,70( 22,15¢

(1) Potentially dilutive securities, consisting of skaissuable upon exercise of employee stock opéindsveighte-average unamortize
compensation expense, are excluded from the céilmulaf diluted EPS when their effect is adtiutive. The weighted average numbe
employee stock options excluded for the three-mepetinds ended September 27, 2008 and Septemb20@® was 2,886,011 and
1,151,016, respectively, and the number of emplayeek options excluded for the nine-month periended September 27, 2008 and
September 29, 2007 was 2,679,915 and 619,884, atbsgig.

11. Segment Reporting

Intevac’s two reportable segments are: Equigraad Intevac Photonics. Effective in the secomargr of 2008, Intevac renamed the
Imaging Instrumentation segment Intevac Photoiidevac’s chief operating decision-maker has bdentified as the President and CEO,
who reviews operating results to make decisionsibhltocating resources and assessing performamcbd entire Company. Segment
information is presented based upon Intevac’s mamagt organization structure as of September 238 20d the distinctive nature of each
segment. Future changes to this internal finarstiacture may result in changes to the reportaddengnts disclosed.

Each reportable segment is separately mareggtias separate financial results that are reddyédntevac’s chief operating decision-
maker. Each reportable segment contains closedyetproducts that are unique to the particulameeg. Segment operating profit is
determined based upon internal performance measseesby the chief operating decision-maker.

Intevac derives the segment results frormitsrnal management reporting system. The accouptiigies Intevac uses to derive reportable
segment results are substantially the same as tiseskfor external reporting purposes. Managemeasores the performance of each
reportable segment based upon several metricsiding)
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orders, net revenues and operating income. Manageumses these results to evaluate the performaheadto assign resources to, each of the
reportable segments. Intevac manages certain apgetpenses separately at the corporate levelvdistallocates certain of these corporate
expenses to the segments in an amount equal td 8% cevenues. Segment operating income excludersest income/expense and other
financial charges and income taxes according to &@articular reportable segment’s management ésured. Management does not consider
the unallocated costs in measuring the performahtiee reportable segments.

The Equipment segment designs, manufacturdsnankets magnetic media sputtering equipmentdditird disk drive industry and offers
leading-edge, high-productivity etch systems toslmiconductor industry. The majority of Inteva@genue is currently derived from the
Equipment segment and Intevac expects that therityaj its revenues for the next several years edhtinue to be derived from the
Equipment segment.

The Intevac Photonics segment develops compast-effective, high-sensitivity digital-opticatoducts for the capture and display of low-
light images and the optical analysis of materigitevac provides sensors, cameras and systenssifamercial applications in the inspection,
medical, scientific and security industries anddovernment applications such as night vision ang{range target identification.

Information for each reportable segment fer ttiree and nine months ended September 27, 2@08eptember 29, 2007 is as follows:

Net Revenues

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007

(in thousands)

Equipment $ 22,85t $  44,92( $ 75,55¢ $ 185,88!
Intevac Photonic 5,70t 5,68¢ 18,30¢ 13,19¢
Total segment net revenu $  28,56( $ 50,60/ $ 93,86 $ 199,08

Operating Profit (Loss)

Three Months Ended Nine Months Ended
September 27 September 2¢ September 27 September 2¢
2008 2007 2008 2007

(in thousands)

Equipment $ (4,35) $ 8,471 $ (4499 $ 39,30¢
Intevac Photonic (1,829 35 (3,715 (3,080)
Total segment operating profit (los (6,187) 8,517 (8,209) 36,22¢
Unallocated cost (695) (39€) (2,50€6) (1,69%)
Operating profit (loss (6,87¢€) 8,11¢ (10,71% 34,53t
Interest income and other, r 884 1,79i 3,101 4,65¢
Income (loss) before income tax $ (5,99 $ 9,91: $ (7619 $ 39,18¢
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Total assets for each reportable segment Ssptiember 27, 2008 and December 31, 2007 ardlasgo

Assets
September 27 December 31
2008 2007
(in thousands)

Equipment $ 44,07 $ 31,81
Intevac Photonic 25,13¢ 25,60¢
Total segment asse 69,20¢ 57,42
Cash and investmen 114,91 140,66’
Deferred income taxe 11,86: 7,34¢
Other current asse 3,66~ 4,16%
Common property, plant and equipm 3,66° 3,96/
Other asset 1,42¢ 1,84¢
Consolidated total asse $ 204,74 $ 215,41:

12. Income Taxes

Under Accounting Principles Board Opinion 128, “Interim Financial Reporting” (APB No. 28), evac is required to adjust its effective
income tax rate each quarter to be consistenttivétlestimated annual effective income tax rate. éfifective income tax rate differs from the
applicable statutory rates due primarily to thdization of deferred and current credits, the dffgfgpermanent differences and the geographical
composition of Intevac’s worldwide earnings. Inte'geeffective income tax rate is highly dependemtize availability of tax credits and the
geographic composition of Intevac’s worldwide eags.

Intevac is subject to income taxes in the {e8eral jurisdiction, and various states and fgmgurisdictions. Tax regulations within each
jurisdiction are subject to the interpretation tué related tax laws and regulations and requimrgfgignt judgment to apply. With fe
exceptions, Intevac is no longer subject to U.8efal, state and local, or non-U.S. income tax éxations by tax authorities for the years
before 2000.

13. Contingencies

From time to time, Intevac may have certaintowent liabilities that arise in the ordinary csel of its business activities. Intevac accounts
for contingent liabilities when it is probable tHature expenditures will be made and such exparetcan be reasonably estimated.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

This Quarterly Report on Form 10-Q containsverd-looking statements, which involve risks amgertainties. Words such as “believes,”
“expects,” “anticipates” and the like indicate fami-looking statements. These forward looking statets include comments related to
Intevac’s shipments, projected revenue recognifionduct costs, gross margin, operating expensgsest income, income taxes, cash
balances and financial results in 2008; projectestamer requirements for Intevac’s new and exigpirmglucts, and when, and if, Intevac’s
customers will place orders for these productgMat’s ability to proliferate its technology inta@jar military weapons programs and to
develop and introduce commercial imaging produwntst the timing of delivery and/or acceptance ofsystems and products that comprise
Intevac’s backlog for revenue; legal proceedingst iaternal controls. Intevac’s actual results rddfer materially from the results discussed
in the forward-looking statements for a varietyedisons, including those set forth under “Risk &@&ttand in other documents filed from time
to time with the Securities and Exchange Commissiariuding Intevac’s Annual Report on Form 10-kedl in March 2008, Form 10-Q’s and
Form 8-K’s.

Overview

Intevac provides manufacturing equipment asidt®ns to the hard disk drive and semiconduatdustries as well as sensitive electro-
optical devices used in high-performance digitaheeas for military and commercial applicationsek@c’s customers and potential customers
include manufacturers of hard disk drives, semicatat chips and wafers, and liquid crystal displasswell as medical, scientific and sect
companies and the U.S. government and its contsadtdevac reports two segments: Equipment arel&tt Photonics. Effective in the secc
quarter of 2008, Intevac renamed the Imaging Inséntation segment to Intevac Photonics. Duringhird quarter of 2008, Intevac comple
the acquisition of certain assets and liabilitiethe magnetic media equipment business of OC KmeriBalzers Ltd. (“Oerlikon”).

Product development and manufacturing actigiticcur in North America and Asia. Intevac’s equépt and service products are highly
technical and, with the exception of Japan, ard pdmarily through a direct sales force. During third quarter of 2008, Intevac entered into
an alliance with a Korean equipment manufacturerdistributor, TES Co., Ltd. (“TES”). Under the agment TES will manufacture and sell
Intevac’s Lean Etch system for the Korean and Glamearkets, and Intevac will manufacture and e ichemical vapor deposition
equipment for customers throughout the rest ofatbdd.

Intevac’s results are driven primarily by wiwide demand for hard disk drives, which in turpeeds on end-user demand for personal
computers, enterprise data storage, streaming vjpEreonal audio and video players and video gdateopms. Intevac’s business is subject to
cyclical industry conditions, as demand for mantifédng equipment and services can change depelndisgpply and demand for hard disk
drives, chips, and other electronic devices, a$ asebther factors, such as global economic camditand technological advances in fabrica
processes.
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The following table presents certain significeneasurements for the three and nine months edelegmber 27, 2008 and September 29,
2007:

Three months ended Nine months ended
September 27, September 29, % September 27, September 29, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages and per share aomis)
Net revenue $28,56( $50,60¢ (43.€)% $93,86' $199,08: (52.9%
Gross margi $ 9,08t $24,61¢ (63.1)% $37,52¢ $ 88,22 (57.5%
Gross margin perce 31.8% 48.€% (16.)% 40.(% 44.2% (4.3%
Net income (loss $(3,359) $ 8,36¢ (140.0%  $(2,72%) $ 29,76: (109.2)%
Earnings (loss) per diluted shs $ (0.1%) $ 0.3¢ (139.5% $ (0.13) $ 1.3 (109.9%

Net sales decreased during the third quangffiest nine months of fiscal 2008 primarily dweldwer equipment sales to disk manufacturers
due to slowing worldwide demand, partially offsgtibcreased imaging sales. During 2008, a majde aianufacturer redeployed legacy
Intevac equipment which had previously been decasimmed instead of purchasing new equipment.

Net income for the third quarter and the firste months of fiscal 2008 decreased compareldetsame periods in the prior year due to
lower net sales, partially offset by lower opergtéxpenses. The decrease in operating expensgineipally due to continuing focus on
operating efficiency and cost controls.

“Intevac®,” “LIVAR ® " “D-STAR ®,” “Lean Etch™ ", “200 Lean®", “AccuLuber ™ " ExamineR™ ", and “MOSIR® ", among others,
are our trademarks.

Results of Operations

Net revenues
Three months ended Nine months ended
September 27 September 2¢ % September 27 September 2¢ %
2008 2007 Change 2008 2007 Chang¢
(in thousands, except percentage:

Equipment $ 22,85t $ 44,92 (49.1)% $ 75,55¢ $ 185,88! (59.9H)%
Intevac Photonic 5,70¢ 5,68¢ 0.4% 18,30¢ 13,19¢ 38.1%

Total net revenue $ 28,56( $ 50,60/ (43.6% $ 93,861 $ 199,08 (52.9%

Net revenues consist primarily of sales ofipepent used to manufacture thin-film disks, relatgdipment and system components, flat
panel equipment, technology license fees, contesmaarch and development related to the developofetéctro-optical sensors, cameras and
systems and low light imaging products.

Equipment revenues for the three and nine hsoahded September 27, 2008 decreased over thepsaiogs in the prior year as a result of
lower sales of disk sputtering equipment, technplaggrades and spare parts. Fiscal 2008 has b&lew gear for new system capacity
additions in the hard disk drive market due toupgrade and reuse of approximately twenty legaclstoreviously sitting in storage which
have substantially met the incremental capacityireqents of one of our largest customers. Integaognized revenue on technology
upgrades to allow the legacy systems to be us#tkisecond and third quarters of fiscal 2007 aaditkt quarter of fiscal 2008, which result
in the higher upgrade revenues in fiscal 2007 \&fisgal 2008. Intevac recognized revenue on f@0r [Zzan systems during both the three
month periods ended September 27, 2008 and Sept@®p2007. Intevac recognized revenue on ten 2@Mhlsystems in the nine months
ended September 27, 2008 as compared to twenty20ihéean systems in the nine months ended Septe28b2007. Intevac expects fourth
guarter 2008 Equipment revenues to be lower tharnpBtent revenues reported in each of the firstethypearters of fiscal 2008.
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Intevac Photonics revenues for the three natiling September 27, 2008 consisted of $3.3omitf research and development contract
revenue and $2.4 million of product sales as coephtr $4.5 million of research and developmentremhtrevenue and $1.2 million of product
sales for the three months ended September 29, g@i@vac Photonics revenues for the nine montdingrSeptember 27, 2008 consisted of
$11.5 million of research and development contrae¢nue and $6.8 million of product sales as coepp@8.8 million of research and
development contract revenue and $3.4 million ofipct sales for the nine months ended Septemb&0P9,. The increase in product rever
for all periods presented resulted from highersafdowlight sensors and cameras used in militégit vision and surveillance, miniature
Raman instruments and, micro-display and imagedcagiroducts for head-mounted vision. The decrgasentract research and development
revenue for the three months ended September B8, @@er the same period in the prior year waselalt of lower program activity. The
increase in contract research and development veviem the nine months ended September 27, 2008tlh@esame period in the prior year was
the result of a higher volume of contracts andaneental revenue generated from contract close-8utsstantial growth in future Intevac
Photonics revenues is dependent on proliferatidntefzac’s technology into major military weaponsgrams, the ability to obtain export
licenses for foreign customers, obtaining productabcontracts for these programs, and developamehsale of commercial products.

Intevac’s backlog of orders at September PD82vas $18.5 million, as compared to $34.2 milkwiDecember 31, 2007 and $31.2 million
at September 29, 2007. The $18.5 million of baclkdb§eptember 27, 2008 consisted of $12.4 millioBaquipment backlog and $6.1 million
Intevac Photonics backlog. Backlog at SeptembeRQ@8 includes one 200 Lean system, compared t@atidecember 31, 2007 and one at
September 29, 2007. Lower backlog at Septembe2(08 compared to September 29, 2007 is due to lovders for technological upgrades
and spare parts.

International sales decreased by 46.8% to6®hdlion for the three months ended Septembe2R®8 from $35.0 million for the three
months ended September 29, 2007 and by 58.4% t@ $@Bion for the nine months ended September2BD8 from $167.6 million for the
nine months ended September 29, 2007. Internatremahues include products shipped to overseastipes of U.S. companies. The decre
in international sales was primarily due to a daseein net revenues from disk sputtering systeisk,edjuipment technology upgrades and
spare parts. Substantially all of Intevac’s intéioraal sales are to customers in Asia. Internatieates constituted 65% of net revenues for the
three months ended September 27, 2008 and 69% ofvenues for the three months ended Septemb@0BR9d, International sales constituted
74% of net revenues for the nine months ended Bdgate27, 2008 and 84% of net revenues for the mioeths ended September 29, 2007.

Gross profit
Three months ended Nine months ended
September 27, September 29, % September 27, September 29, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages)
Equipment gross prof $7,26: $21,98¢ (67.0% $30,86¢ $82,84: (62.71%
% of Equipment net revenu 31.8% 48.%% (17.1% 40.% 44.€% (3.7%
Intevac Photonics gross pra $1,82: $ 2,52¢ (28.0% $ 6,66( $ 5,38 23.71%
% of Intevac Photonics net revent 31.% 44.5% (12.€%) 36.2% 40.8% (4.9%
Total gross profi $9,08¢ $24,61¢ (63.1% $37,52¢ $88,22¢ (57.5%
% of net revenue 31.&8% 48.6% (16.9)% 40.(% 44.2% (4.9%

Cost of net revenues consists primarily of purctiasaterials and costs attributable to contractareseand
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development, and also includes fabrication, assgnst and installation labor and overhead, custespecific engineering costs, warranty
costs, royalties, provisions for inventory reserard scrap. Cost of net revenues for the threenaramonths ended September 27, 2008
included $155,000 and $607,000, respectively, aftgdhbased compensation expense. Cost of net regsion the three and nine months ended
September 29, 2007 included $172,000 and $533r88pectively, of equity-based compensation expense.

Equipment gross profit was 31.8% in the thremths ended September 27, 2008 compared to 48.99¢ three months ended
September 29, 2007 and was 40.9% in the nine memithad September 27, 2008 compared to 44.6% initleemonths ended September 29,
2007. Decreases in Equipment gross profit in abbsalallars and as a percentage of net revenudlddhree and nine months ended
September 27, 2008 against the comparable 2003dserniere due primarily to reduced revenues, loaetofy absorption, and product mix,
partially offset by cost reduction programs. Grpesit for the Equipment segment in absolute dsli@nd as a percentage of net revenues in
2008 is expected to be lower than in 2007, primad a result of a reduction in volume and as tegubwer absorption of factory costs. Gross
profit in the Equipment segment will vary dependarga number of additional factors, including praidmix, product cost, system
configuration and pricing, factory utilization, aptbvisions for excess and obsolete inventory.

Intevac Photonics gross profit was 31.9% mttiree months ended September 27, 2008 compa#ed5® in the three months ended
September 29, 2007 and was 36.4% in the nine memithad September 27, 2008 compared to 40.8% initleemonths ended September 29,
2007. Fluctuations in gross profit reflected ina@operating costs from recently-acquired busessseld and product mix. Lower Intevac
Photonics gross profit as a percentage of net tegem the third quarter of fiscal 2008 as compawoetie third quarter of fiscal 2007 reflected
excess and obsolete inventory charges, increasedmyacosts and unabsorbed factory costs. IntByatonics gross profit increased in
absolute dollars for the first nine months of fis2@08 as compared to the first nine months ofli007 due to increased revenues. Lower
Intevac Photonics gross profit as a percentagebifavenues for the first nine months of fiscal2@8 compared to the first nine months of
fiscal 2007 reflected changes in product mix. Gsdit for the Intevac Photonics segment will vaigpending the percentage of revenue
derived from higher-margin product shipments versggarch and development contracts.

Research and Devel opment

Three months ended Nine months ended
September 27, September 29, % September 27, September 29, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages)
Research and development expe $8,62( $9,43 (8.7% $26,42¢ $31,277 (15.5%
% of net revenue 30.2% 18.6% 28.2% 15.7%%

Research and development expense consistandyiraf prototype materials, salaries and relatests of employees engaged in ongoing
research, design and development activities fde sfiwittering equipment, semiconductor equipmentiarading products. Research and
development expense for the three and nine momithsdeSeptember 27, 2008 included $507,000 andrillidn, respectively, of equitypasec
compensation expense. Research and developmemtsexfoe the three and nine months ended Septer8h@027 included $556,000 and
$1.5 million, respectively, of equity-based compmim expense.

Research and development spending decreagagliipment during the three and nine months enaépdeghber 27, 2008 as compared to the
same periods in 2007. The decrease in Equipmentgmewas due primarily to a reduction in chargeddavelopment projects for purchased
parts and other materials, and, to a lesser exdaetjuction in accruals for bonus and employeétioaring plans. Equipment research and
development spending is expected to decrease & @0® primarily to a reduction in expenditures tedieto the initial development of Intevac’
Lean Etch™ product line. Research and development spendimgased in Intevac Photonics during the three maertded September 27,
2008 as compared to the same period in 2007. lotétatonics increased research and developmendisgeevels for yield improvements,
sensor development and digital night vision gogtgeelopment. Intevac Photonics research and dewelopspending during the nine months
ended September 27, 2008 was flat compared taathe period in 2007. Engineering headcount increfised 135 at September 29, 2007 to
157 at September 27, 2008.
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Intevac Photonics research and developmergresgs do not include costs of $1.8 million and $6illion for the three and nine months
ended September 27, 2008, respectively, relatedritvact research and development and which aheded in cost of net revenues. Intevac
Photonics research and development expenses diochate costs of $2.4 million and $5.3 million five three and nine months September 29,
2007, respectively, related to contract researchdmvelopment and which are included in cost ofr@etnues.

Sdling, general and administrative.

Three months endec Nine months endec
September 27, September 29, % September 27, September 29, %
2008 2007 Change 2008 2007 Change

(in thousands, except percentages)

Selling, general and administrati
expense $7,341 $7,06: 4.C% $21,81¢ $22,41¢ 2. 7%
% of net revenue 25.1% 14.(% 23.2% 11.2%

Selling, general and administrative expensesists primarily of selling, marketing, customepgart, financial and management costs and
also includes production of customer samples, tréability insurance, legal and professional seeg and bad debt expense. All domestic
and international sales of disk sputtering product#sia, with the exception of Japan, are typicatlade by Intevac’s direct sales force,
whereas sales in Japan of disk sputtering produntiother products are typically made by Intevdajsanese distributor, Matsubo, who
provides services such as sales, installation,améyrand customer support. Sales of Intevac’s l[Eah system will be made by TES, Intevac’
alliance partner, in Korea and China. Intevac &s® subsidiaries in Singapore and in Hong Kongaaieith field offices in Japan, Malaysia,
Korea and Shenzhen, China to support its equipewesiomers in Asia. Selling, general and administeagxpense for the three and nine
months ended September 27, 2008 included $1.lomiind $3.0 million, respectively, of equity-basethpensation expense. Selling, general
and administrative expense for the three and nioeths ended September 29, 2007 included $1.1 mifirad $2.5 million, respectively, of
equity-based compensation expense.

The increase in selling, general and admatisi spending in the three months ended SepteAh&@008 as compared to the same peric
the prior year was primarily the result of incren@mrosts from recentlgequired businesses. The decrease in selling, @ened administrativ
spending in the nine months ended September 2B @0@ompared to the same period in the prior weaarprimarily the result of decreases in
costs related to business development, customédceemnd support in the Equipment segment, a rézhugt legal expenses associated with the
recently-settled Unaxis litigation and a reductiemccruals for bonus and employee profit sharilagg partially offset by the added expense
associated with the two businesses acquired in.280%ac’s selling, general and administrativedoeaint increased from 97 at September 29,
2007 to 123 at September 27, 2008. Selling, geaamcldministrative expenses are expected to iseres2008 over the amount spent in 2007
due primarily to increased operating costs fronendly-acquired businesses and the addition of kesyniess development personnel in the
Intevac Photonics segment. This will be partiaffset by lower provisions for employee profit shmgyiand bonus plans, resulting from
Intevac’s expectations of losses for 2008.
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Interest income and other, net

Three months endec Nine months endec
September 27, September 29, % September 27, September 29, %
2008 2007 Change 2008 2007 Change

(in thousands, except percentages)

Interest income and other, r $884 $1,797 (50.6% $3,101 $4,65¢ (33.9)%

Interest income and other, net consists pilynaf interest and dividend income on investmeantsl foreign currency gains and losses. The
decrease in the three and nine months ended Sept@np2008 was driven by a lower average balahge/estments and fluctuations in
foreign currency gains and losses. Interest incanteother, net has decreased in 2008 due to ta@kalreal estate investment in the fourth
quarter of 2007 and a reduction in interest incaloe primarily to a reduction in interest rates wder investment portfolio balances.

Provision for income taxes.

Three months ended Nine months ended
September 27 September 29 % September 27 September 29 %
2008 2007 Change 2008 2007 Change

(in thousands, except percentages)

Provision (benefit) for income tax $(2,639) $1,54¢ (270.9% $(4,887) $9,427 (151.9%

Under Accounting Principles Board Opinion K28, “Interim Financial Reporting” (APB No. 28), buac is required to adjust its effective
income tax rate each quarter to be consistenttivétestimated annual effective income tax rate. &fffextive income tax rate differs from the
applicable statutory rates due primarily to thdéization of deferred and current credits, the dffdfgpermanent differences and the geographical
composition of Intevac’s worldwide earnings. Inte‘seeffective income tax rate is highly dependamtioe availability of tax credits and the
geographic composition of Intevac’s worldwide eagsi.

Liquidity and Capital Resources

At September 27, 2008, Intevac had $114.90nilih cash, cash equivalents, and investments aceddo $140.7 million at December 31,
2007. During the first nine months of 2008, castl emsh equivalents and investments decreased h@ B#lion due primarily to cash used by
operating activities, the purchase of certain assk©Oerlikon, purchases of fixed assets and acsdbd payment to the owners of DeltaNu,
LLC, partially offset by cash received from theesaf Intevac common stock to Intevac’'s employeesuih Intevac’s employee benefit plans.

Cash, cash-equivalents and investments consikedbtlowing:

September 27 December 31
2008 2007
(In thousands)
Cash and cash equivale $ 38,82t $ 27,67
Shor-term investment 2,981 110,98!
Long-term investment 73,10¢ 2,00¢
Total cash, cas-equivalents and investmer $ 114,91 $ 140,66

Operating activities used cash of $6.0 millierthe first nine months of 2008 and provided cafs$45.7 million during the nine months
ended September 29, 2007. The decrease in casidgudwy operating activities was due primarilyhe teduction in net income, uses of
working capital, and non-cash changes in defeared during the first nine months of 2008.
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Accounts receivable totaled $19.4 million ep&mber 27, 2008, compared to $14.1 million atebemer 31, 2007. The increase of
$5.2 million in the receivable balance was due prily to the 200 Lean systems recognized as revantie third quarter. Total net inventor
decreased to $15.5 million at September 27, 20@@pared to $22.1 million at December 31, 2007 priipnas a result of lower business
levels. Accounts payable decreased by $2.6 tod8lion at September 27, 2008. Accrued payroll egldted liabilities decreased by
$4.6 million during the nine months ended Septen2lFe2008 due primarily to bonus and profit shagpiagments. Customer advances
decreased by $3.9 million during the first nine therof 2008, as liquidations related to revenuegaition were higher than new advances
received from Intevac’s customers.

Investing activities in the first nine monthis2008 generated cash of $17.4 million. Procesats inaturities of investments, net of
purchases, totaled $35.7 million. During the thjudirter of 2008, Intevac acquired certain asse@®@erlikon Balzers Ltd. for $15.1 million,
net of cash acquired. For additional informatiae 8lote 5 of Notes to Condensed Consolidated FalaBtatements. Capital expenditures for
the nine months ended September 27, 2008 werendiBidn.

Financing activities in the first nine montf2008 used cash of $197,000. Intevac generatédriillion during the nine months ended
September 27, 2008 from the sale of Intevac comsbaek to Intevac's employees through Intevac’s @ygé benefit plans. Intevac made a
scheduled payment of $2.0 million to the ownerBeltaNu, LLC, which Intevac acquired in the firstagter of 2007.

Intevac has generated operating income folatstehree full fiscal years, after incurring anhaperating losses from 1998 through 2004.
Intevac currently expects to incur an operating i0s2008, due to the reduction in Equipment reeesmsicompared to 2007.

As of September 27, 2008, Intevac's availdbtesale securities represented approximately $mdlléon par value of auction rate securities
(“ARS"), less a temporary valuation adjustment pp@ximately $1.5 million to reflect their currdatk of liquidity. Since this valuation
adjustment is deemed to be temporary it was redardether comprehensive income and did not affgetvac’s earnings for the nine months
ended September 27, 2008. Due to current markelitiams, these investments have experienced failedions beginning in mid-

February 2008. These failed auctions result irck & liquidity in the securities, but do not afféhe underlying collateral of the securities.
Intevac believes that given their high credit giyait will ultimately recover at par all amountsviested in these securities. Intevac does not
anticipate that any potential lack of liquiditytileese ARS, even for an extended period of timd,affiéct its ability to finance its operations ¢
planned capital expenditures. Intevac continugadaitor efforts by the financial markets to findeasthative means for restoring the liquidity of
these investments. During the nine months endeteBdyer 27, 2008, approximately $3.2 million of AR8re redeemed at par. These
investments are classified as naurrent assets until Intevac has better visibdigyto when their liquidity will be restored. Thassification an
valuation of these securities will continue to beiewed quarterly.

As described in Note 8 of Notes to CondensexsGlidated Financial Statements, Intevac usesudiged cash flow models to measure the
fair value of its ARS. The estimates of future clistvs are based on certain key assumptions, ssiclisaount rates appropriate for the type of
asset and risk, which are significant unobservaigats. In measuring the fair value of the ARSelrsic uses a model which compares the
expected rate of return on Intevac’s ARS to rates an investor would expect in today’s marketevat's key assumptions are determined
from widely-published interest rate quotes, conagosis with its investment manager and annual distassumptions provided by a third-
party investment bank. All three of these assummgtisould be considered significant unobservablatmpChanges in these inputs could
change Intevac’s valuation of the ARS and have @ impact on Intevac’s financial condition @sults of operations. As the key
assumptions used in measuring the fair value oARS are significant unobservable inputs, ARS #asgified as a Level 3 asset in accordance
with the SFAS 157 hierarchy.
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Intevac has entered into a line of credit v@iitigroup Global Markets Inc. under which approately $20 million is available. Intevac
intends to use this line to help secure its abititjund cash requirements until Intevac is abliéguaidate its ARS holdings. For additional
information on this borrowing facility, see Note@BNotes to Condensed Consolidated Financial Statésn

Intevac believes that its existing cash, aghivalents, short-term investments and creditifaatill be sufficient to meet its cash
requirements for the foreseeable future. Intevinils to undertake approximately $8 to $12 millonapital expenditures during the next f
quarters.

Critical Accounting Policies and Estimates

The preparation of financial statements atated disclosures in conformity with accountinghgiples generally accepted in the United
States of America (“US GAAP”) requires managemennake judgments, assumptions and estimates fieat &fie amounts reported. Intevac’
significant accounting policies are described iné\®to the consolidated financial statements oiedlin Item 8 of Intevac’s Annual Report on
Form 10-K. Certain of these significant accountiadjcies are considered to be critical accountialicges, as defined below.

A critical accounting policy is defined as dhat is both material to the presentation of lates financial statements and requires
management to make difficult, subjective or compjledgments that could have a material effect oaevat’s financial conditions and results of
operations. Specifically, critical accounting esttes have the following attributes: 1) Intevaceiguired to make assumptions about matter:
are highly uncertain at the time of the estimatet 2) different estimates Intevac could reasonhble used, or changes in the estimate that are
reasonably likely to occur, would have a materitda on Intevac’s financial condition or resulfsoperations.

Estimates and assumptions about future ewentsheir effects cannot be determined with cetfaintevac bases its estimates on historical
experience and on various other assumptions believbe applicable and reasonable under the ciranoss. These estimates may change as
new events occur, as additional information is migt@ and as Intevac’s operating environment changesse changes have historically been
minor and have been included in the consolidateahitial statements as soon as they become knowaddition, management is periodically
faced with uncertainties, the outcomes of whichrerewithin its control and will not be known forgdonged periods of time. Many of these
uncertainties are discussed in the section belditlexh“Risk Factors.” Based on a critical assessneé Intevac’s accounting policies and the
underlying judgments and uncertainties affectirgdpplication of those policies, management bedi¢hiat Intevac’s consolidated financial
statements are fairly stated in accordance wittGA3\P, and provide a meaningful presentation ofdates financial condition and results of
operation.

For further information about Intevac’s créi@ccounting policies, see the discussion ofcaiitaccounting policies in Intevac’'s 2007 Form
10-K. Management believes that there has beengmifisant change during the nine months ended $dpte 27, 2008 to the items identified
as critical accounting policies in Intevac’s 20031/ 10-K.

Item 3. Quantitative and Qualitative Disclosures About MakRisk

Interest rate risk. Intevac’s exposure to market risk for changes ferast rates relates primarily to its investmentfpto. Intevac does not
use derivative financial instruments in Intevacigastment portfolio. Intevac places its investmavith high quality credit issuers and, by
policy, limits the amount of credit exposure to ame issuer. Investments typically consist of aurctate securities and debt instruments is:
by the U.S. government and its agencies.
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The table below presents principal amountsrataled weighted-average interest rates by yearabfirity for Intevac’s investment portfolio
at September 27, 2008.

Fair
2008 2009 2010 Beyond Total Value
(in thousands, except percentages)
Cash equivalent
Variable rate amoun $ 5,927 — — — $ 5,927 $ 5,927
Weightec-average rat 1.9%
Cash equivalent
Fixed rate amount $12,00( — — — $12,00( $12,00(
Weightec-average rat 0.84%
Shor-term investment
Fixed rate amount $ 2,981 — — — $ 2,981 $ 2,98t
Weightec-average rat 3.9%
Long-term investment
Variable rate amoun — — — $73,10¢ $73,10¢ $73,10¢
Weightec-average rat 3.7%%
Total investment portfolit $20,90¢ — — $73,10¢ $94,01¢ $94,02(

At September 27, 2008, Intevac held investsignauction rate securities. With the liquiditgugs experienced in global credit and capital
markets, Intevac’s auction rate securities haveee&pced multiple failed auctions. Intevac contgiteeearn interest at the maximum
contractual rate for each security. The estimatddes of the auction rate securities held by Irdear@ no longer at par. As of September 27,
2008, Intevac had $73.1 million in auction ratewsties in the consolidated balance sheet, whigtetof an unrealized loss of $1.5 million.
The unrealized loss is included in other compreiveriacome as the decline in value is deemed telmporary due primarily to Intevac’s
ability and intent to hold these securities longuagh to recover their values.

Intevac continues to monitor the market foctann rate securities and consider its impactrif)aon the fair market value of its investments.
If the current market conditions continue, or thécpated recovery in market values does not gdotevac may be required to record
additional unrealized losses or record an impaitrobarge in 2008.

Intevac intends and has the ability to hokesthauction rate securities until the market recso\Based on Intevac’s ability to access its cash,
its expected operating cash flows, and other ssuteash, Intevac does not anticipate that the d@tiquidity of these investments will affect
Intevac’s ability to operate its business in thdimary course.

Foreign exchange risk. From time to time, Intevac enters into foreign eanay forward exchange contracts to economicallygbestrtain of
Intevac’s anticipated foreign currency transacttoaslation and re-measurement exposures. Thetolgef these contracts is to minimize the
impact of foreign currency exchange rate movementiitevac's operating results. At September 2082nhtevac had no foreign currency
forward exchange contracts.

Item 4. Controls and Procedures

Evaluation of disclosure controls and procedures.

Intevac maintains a set of disclosure contaold procedures that are designed to ensure foatiation relating to Intevac, Inc. required to
be disclosed in periodic filings under the SecesitExchange Act of 1934, or Exchange Act, is remtbrgrocessed, summarized and reporte
a timely manner under the Exchange Act. In conpaatiith the filing of this Form 10-Q for the quarended September 27, 2008, as required
under Rule 13a-15(b) of the Exchange Act, an et@oavas carried out under the supervision and thiéhparticipation of management,
including the Chief Executive Officer and Chief &irtial Officer, of the effectiveness of Intevac'’s
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disclosure controls and procedures as of the etttegberiod covered by this quarterly report. Basedhis evaluation, Intevac’s Chief
Executive Officer and Chief Financial Officer comdéd that Intevac’s disclosure controls and procesiwere effective as of September 27,
2008.

Attached as exhibits to this Quarterly Repoé certifications of the CEO and the CFO, whiaghraquired in accordance with Rule 13a-14
of the Securities Exchange Act of 1934, as ameii@rdhange Act). This Controls and Procedures sedtidudes the information concerning
the controls evaluation referred to in the cerdifions, and it should be read in conjunction wiith tertifications for a more complete
understanding of the topics presented.

Definition of Disclosure Controls

Disclosure Controls are controls and procesldesigned to ensure that information requirecetdibclosed in Intevac’s reports filed under
the Exchange Act, such as this Quarterly Reporgdsrded, processed, summarized and reportedwmfibitime periods specified in the
Securities and Exchange Commission’s rules anddoBisclosure Controls are also designed to erthatesuch information is accumulated
and communicated to Intevac’s management, inclutfisgCEO and CFO, as appropriate to allow timebjigiens regarding required
disclosure. Intevac’s Disclosure Controls includenponents of Intevac’s internal control over finahceporting, which consists of control
processes designed to provide reasonable assurggareling the reliability of Intevac’s financialp@rting and the preparation of financial
statements in accordance with generally accepteoluating principles in the U.S. To the extent ttanponents of Intevac’s internal control
over financial reporting are included within InteleDisclosure Controls, they are included in tbepe of Intevac’s quarterly controls
evaluation.

Limitations on the Effectiveness of Controls

Intevac management, including the CEO and Gfehot expect that Intevac’s Disclosure Controlginternal control over financial
reporting will prevent all error and all fraud. Ardrol system, no matter how well designed and ateel; can provide only reasonable, not
absolute, assurance that the control system’s tivgscwill be met. Further, the design of a conigdtem must reflect the fact that there are
resource constraints, and the benefits of contmist be considered relative to their costs. Becafifge inherent limitations in all control
systems, no evaluation of controls can provide lalbs@ssurance that all control issues and instaot&aud, if any, within Intevac have been
detected. These inherent limitations include tladities that judgments in decision-making can hétyaand that breakdowns can occur because
of simple error or mistake. Controls can also beurhvented by the individual acts of some persbypsollusion of two or more people, or by
management override of the controls. The desigagfsystem of controls is based in part on cegagumptions about the likelihood of future
events, and there can be no assurance that amndeili succeed in achieving its stated goals uradignotential future conditions. Over time,
controls may become inadequate because of chamgesditions or deterioration in the degree of chiamge with policies or procedures.
Because of the inherent limitations in a cost-gifeccontrol system, misstatements due to errdraard may occur and not be detected.

Changes in internal controls over financial reportng

There were no changes in Intewsiciternal controls over financial reporting thatorred during the period covered by this QuartBeyort
on Form 10-Q that have materially affected, orragsonably likely to materially affect, Intevaa'ddrnal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, Intevac is involved in ofa and legal proceedings that arise in the ordinatyse of business. We expect that the
number and significance of these matters will inseeas our business expands. Any claims or prawgedgainst us, whether meritorious or
not, could be time consuming, result in costhghtiion, require significant amounts of managemiems tresult in the diversion of significant
operational resources, or require us to enterrimyalty or licensing agreements which, if requiredy not be available on terms favorable t
or at all. We are not presently party to any laweuiproceeding that, in our opinion, is likelygeriously harm our business.

Item 1A. Risk Factors
The industries we serve are cyclical, volatile amapredictable.

The majority of our revenue is derived frore gale of equipment used to manufacture commodigyets such as disk drives and
semiconductors. This subjects us to business gyblediming, length and volatility of which can B#ficult to predict. When demand for
commodity products exceeds production capacity) ttemand for new capital equipment such as oudstenbe amplified. Conversely, when
supply of commodity products exceeds demand, tleemaeid for new capital equipment such as ours tenlds depressed. For example, sales
of systems for magnetic disk production were sdyatepressed from mid-1998 until mid-2003 and grapidly from 2004 through 2006. The
number of new systems delivered in the seconddi@007 was significantly lower than the numbeswétems delivered in the first half of the
year, and we are projecting that new system shipsneifl be significantly lower in 2008 than 2007 .e/&annot predict with any certainty wh
these cycles will begin or end, although we belieeeentered into a downturn in the cycle in laté 20

Our equipment represents only a portion ofctygtal expenditure that our customers incur wihely upgrade or add production capacity.
Accordingly, our customers generally commit to mitge capital expenditures, far in excess of thet of our systems alone, when they
decide to purchase our systems. The magnitudeesétbapital expenditures requires our customedrave access to large amounts of capital.
The magnetic disk and semiconductor manufacturidgstries have made significant additions to theaduction capacity in the last few yei
Our customers may not be willing or able to contitinis level of capital investment, especially dgra downturn in the overall economy, the
hard disk drive industry, or the semiconductor stdy

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

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

We have no control over our customers’ upgiattk capacity expansion plans, and we cannot leetisay will select, or continue to select,
our equipment when they upgrade or expand the&aigp The sales cycle for our equipment systemsheaa year or longer, involving
individuals from many different areas of Intevadarumerous product presentations and demonstrgtomsir prospective customers. Our
sales process also commonly includes productieawiples, customization of our product and insialadf evaluation systems in the factories
of our prospective customers. We do not enterlorig-term contracts with our customers, and umtibeder is actually submitted by a
customer there is no binding commitment to purclmsesystems. Intevac Photonics’ business is albfest to long sales cycles because many
of its products, such as our military imaging
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products, often must be designed into the custdreatsproducts, which are often complex state-efdint products. These development cycles
are often multi-year, and our sales are contingardur customers successfully integrating our pcohio their product, completing
development of their product and then obtainingdpotion orders for their product from the U.S. goweent or its allies.

Sales of new manufacturing systems are alperdint on obsolescence and replacement of ttalé@sbase of our customers’ existing
equipment with newer, more capable equipment. ¢rages are developed that extend the useful lifeefnstalled base of legacy systems,
then we tend to sell more upgrade products fotethacy systems and fewer new systems, which caifisgntly reduce total revenue. For
example, during 2007 and 2008 some of our 200 lceatomers decided to use legacy systems for thauption of first generation
perpendicular media, which delayed the replacemkstich legacy systems with new 200 Lean systems.

Our 200 Lean customers also experience cotigrefrom companies that produce alternative stertaghnologies like flash memory, which
offer smaller size, lower power consumption andemoigged designs. If alternative technologies, sicfiash memory, replace hard disk
drives as a primary method of digital storage, ttiemand for our hard disk manufacturing productaldidecrease.

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

Historically, a significant portion of our rerue in any particular period has been attributeb&ales of our disk sputtering systems to a
limited number of customers. In 2007, one of owstemers accounted for 31% of total revenues, anddastomers in aggregate accounted for
90% of total revenues. The same four customeaggnegate, accounted for 31% of our net accoun&vable at December 31, 2007. This
concentration of customers can lead to extremedity in revenue and financial results from perio period. For example, over the last e
quarters, our revenues per quarter have fluctuzgtdeen $16.8 million and $95.9 million.

Industry consolidation can limit the numbeipotential customers for our products. For exampéggate acquired Maxtor in 2006 and
Western Digital acquired Komag in 2007. The coneittn of our customer base may enable our cust®toetemand pricing and other terms
unfavorable to Intevac, and makes us more vulner@mbthanges in demand by a given customer. Ofdarsa relatively limited number of
manufacturers have accounted for, and will likedptinue to account for, a substantial portion of @yenues. The loss of one of these large
customers, or delays in purchasing by them, coaleétta material and adverse effect on our revenues.

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

We have invested heavily, and continue toshvie the development of new products, espec@llynew Lean Etch system. Our success in
developing and selling new products depends upgariaty of factors, including our ability to: pretifuture customer requirements, make
technological advances, achieve a low total costafership for our products, introduce new prodectschedule, manufacture products cost-
effectively including transitioning production telame manufacturing; commercialize and attain austoacceptance of our products; and
achieve acceptable and reliable performance ofhewrproducts in the field. Our new product decisiand development commitments must
anticipate continuously evolving industry requirensesignificantly in advance of sales. In additie® must successfully expand into new or
related markets, including the semiconductor maideour Lean Etch system, correctly assessingittes of the markets, developing cost
effective products to address the markets, andlestiang effective sales and support of the newdpots.

Rapid technological change in the hard diskedisemiconductor and imaging markets require® wapidly develop new technically
advanced products. Our future success dependstinmpaur ability to develop and offer new produeith improved capabilities and to
continue to enhance our existing products. If nesdpcts have reliability or quality problems, o@rfermance may be impacted by reduced
orders, higher manufacturing costs, delays in decee and payment for new products and additieraice and warranty expenses.
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Our operating results fluctuate significantly fromuarter to quarter, which can lead to volatility ithe price of our common stock.

Over the last eight quarters, our quarteriereies have fluctuated between $16.8 million ar&l%#nillion and our operating income
(loss) as a percentage of revenues has fluctuatecebn approximately (42.3%) and 23.2% of revenQgsr the same period, the price of our
common stock has fluctuated between $9.50 and ¥3&bshare.

We anticipate that our revenues, operatinggimarand common stock price will continue to fliattifor a variety of reasons, including:
(1) changes in the demand, due to seasonalityicality and other factors in the markets for congpugystems, storage subsystems and
consumer electronics containing disks our customperduce with our systems; (2) delays or problemthé introduction and acceptance of our
new products, or delivery of existing products; t{B)ing of orders, acceptance of new systems bycagtomers or cancellation of those orders;
(4) new products, services or technological inniovest by our competitors or us; (5) changes in oanafacturing costs and operating expense;
(6) changes in general economic, political, stoekkat and industry conditions; and (7) failure of operating results to meet the expectations
of investment research analysts or investors.

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

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

At September 27, 2008, we held $75 milliorao€tion rate securities. The market for these ##Esihas historically been highly liquid, e
though the auction rate securities that we holcehanderlying maturities ranging from 23 to 39 yedtse liquidity was achieved through
auctions, which occurred every 7 or 28 days dependi the security, in which the interest paid aohesecurity was reset to current market
rates. We never intended to hold these securiiesaturity, but rather to use the auction feataredl the securities as needed to provide
liquidity. Since February 2008, all of these auctiate securities have failed auction. The auatidea securities will continue to be illiquid until
a successful auction process is reinstated, threeyeatructured into a more liquid security, or gdrus found outside of the auction process. We
do not know when, or if, this will occur. All of éhauction rate securities held by us are studamt $oructured issues, originated under the U.S.
Department of Education’s Federal Family Educatioan Program with principal and interest 97% — 9&¥sured by the U.S. Department
of Education. All of the auction rate securitiestioue to be rated AAA, but there is no assurahaé AAA ratings will continue in the future.
We have reclassified all of these securities froworisterm to long-term investments and recordeshgpbrary impairment charge of
$1.5 million. If: (1) the issuers of the auctionaaecurities are unable to successfully resumgaogsc or (2) the issuers do not redeem the
auction rate securities; or (3) a liquid markettfog auction rate securities does not developdpthe U.S. Department of Education fails to
support its guaranty of the obligations; or (5)sther any other valuation metrics or processesgehahen Intevac may be required to further
adjust the carrying value of the auction rate séesrand/or record an other-than-temporary impairtitharge.

In order to increase our liquidity we entenet a line of credit with Citigroup Global Markeltsc., secured by $57 million of our auction
rate securities. At September 27, 2008, approxin&@0 million of credit is available pursuant teetloan facility. This loan facility may be
terminated at the discretion of Citi and amountstanding are payable on demand. If we are unabieaintain the line of credit, or if the
interest rate of the line of credit is prohibitivethe amount of the line of credit is insufficiemte could experience difficulties in meeting our
cash requirements until the market for the auatide securities becomes liquid again and we coane o seek additional debt funding to
finance our operations.
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The volatility and disruption of the capital and edit markets and adverse changes in the global esoy may negatively impact our
revenues and our ability to access financing.

While we intend to finance operations withstixig cash, cash flow from operations and, if neagg borrowing under our existing credit
facility, we may require additional financing topgort our continued growth. However, due to thesgxg uncertainty in the capital and credit
markets, our access to capital may not be availabkerms acceptable to us or at all. Furtherlfesse regional and national economic
conditions persist or worsen, we could experiersgehsed revenues from our operations attributalidlecreases in consumer spending levels
and could falil to satisfy the financial terms toigthwe are subject under our existing credit agesgm

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

In the market for our disk sputtering systemes,have experienced competition from competitachsas Anelva Corporation, which is a
subsidiary of Canon, which has sold substantiallmemnof systems worldwide. In the market for semdttector equipment, we expect to
experience competition from competitors such aslidggMaterials, LAM Research and Tokyo Electrorg.Lin the market for our military
imaging products, we experience competition frommpanies such as ITT Industries, Inc., Northrop Gnan Corporation and BAE. In the
markets for our commercial imaging products, we peta with companies such as Andor, E2V, Hamamatsxgs Instruments and Roper
Scientific for sensor and camera products, and @othpanies such as Ahura, B&W Tek, Horiba — JobworY, InPhotonics, Ocean Optics,
Renishaw, and Smiths Detection for portable Ramactsometer products. Our competitors have subatgngreater financial, technical,
marketing, manufacturing and other resources theuday especially in the semiconductor equipmenketavhere we have not previously
offered a product. We cannot ensure that our coipetvill not develop enhancements to, or futueagrations of, competitive products that
offer superior price or performance features. Lilsmsywe cannot ensure that new competitors willamter our markets and develop such
enhanced products. Moreover, competition for ostamers is intense, and our competitors have fgsity offered substantial pricing
concessions and incentives to attract our custoorenetain their existing customers.

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

Many of our products, and especially IntevaotBnics’ products, require export licenses fror8 LGovernment agencies under the Export
Administration Act, the Trading with the Enemy Axft1917, the Arms Export Act of 1976 and the Inggional Traffic in Arms Regulations.
This could limit the potential market for some afr products. We can give no assurance that webeiuccessful in obtaining all the licenses
necessary to export our products. Recently, henglotgovernment scrutiny of export licenses for dederelated products has resulted in
lengthened review periods for our license apploregi Exports to countries that are not consideyetthd U.S. Government to be allies are lil
to be prohibited, and even sales to U.S. allies beaymited. Failure to obtain export licenses elags in obtaining licenses, or revocation of
previously issued licenses would prevent us frolingethe affected products outside the United &atnd could subject us to fines or other
penalties.

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

We sell many of our imaging products and sswidirectly to the U.S. government, as well gzrtme contractors for various U.S.
government programs. Our revenues from governnuarttacts totaled $14.1 million, $10.2 million, a®8.9 million in 2007, 2006, and 2005,
respectively. Funding of multi-year government peags is subject to congressional appropriationd there is no guarantee that the U.S.
government will make further appropriations. Satethe U.S. government and its prime contractorg aiso be affected by changes in
procurement policies, budget considerations anitigedldevelopments in the United States or abraazdyding the results of the upcoming
national election. The loss of funding for a goveemt program would result in a loss of future raxemnattributable to that program. The
influence of any of these factors, which are beyoadcontrol, could negatively impact our result®perations.
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A significant portion of our U.S. governmeatenue is derived from fixed-price development pratiuction contracts. Under fixed-price
contracts, unexpected increases in the cost tdaewee manufacture a product, whether due to inetewestimates in the bidding process,
unanticipated increases in material costs, redpoeduction volumes, inefficiencies or other fact@e borne by us. We have experienced cost
overruns in the past that have resulted in loseasedain contracts, and may experience additioost overruns in the future. We are required
to recognize the total estimated impact of costrwes in the period in which they are first ideietif. Such cost overruns could have a material
adverse effect on our results of operations.

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

As a U.S. government contractor we must comtly specific government rules and regulations aredsubject to routine audits and
investigations by U.S. government agencies. If aikté comply with these rules and regulations,rsults could include: (1) reductions in the
value of our contracts; (2) reductions in amoumé&yusly billed and recognized as revenue; (3}reah modifications or termination; (4) the
assessment of penalties and fines; and (5) sugpeosdebarment from government contracting or sntracting for a period of time or
permanently.

Changes to our effective tax rate affect our resutif operations.

As a global company, we are subject to taraticthe United States and various other countBemificant judgment is required to
determine and estimate worldwide tax liabilitiesir@Quture effective tax rate could be affected (iy:changes in tax laws; (2) the allocation of
earnings to countries with differing tax rates; ¢@anges in worldwide projected annual earningauiment and future years: (4) accounting
pronouncements; or (5) changes in the valuatiouofdeferred tax assets and liabilities. Althoughbelieve our tax estimates are reasonable,
there can be no assurance that any final deterimimaill not be different from the treatment refled in our historical income tax provisions
and accruals, which could result in additional pagis by Intevac.

Our success depends on international sales andrtfenagement of global operations.

In 2007, approximately 82% of our revenuese&mm regions outside the United States. Substigintll of our international sales are to
customers in Asia, which includes products shipyeaverseas operations of U.S. companies. We diyreave manufacturing facilities in
California, Wyoming and Singapore and internatianedtomer support offices in Singapore, China, sl Korea and Japan. We expect that
international sales will continue to account fazignificant portion of our total revenue in futwyrears. Certain of our suppliers are also located
outside the United States.

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

Our employees are vital to our success, an¢k@ymanagement, engineering and other employeedifficult to replace. For example, an
executive recently left the Company and we havdawnid a replacement. We generally do not have eynpént contracts with our key
employees. Further, we do not maintain key pergenrsurance on any of our employees. The expansidigh technology companies
worldwide has increased demand and competitiogdalified personnel, and has made companies inoghagrotective of prior employees
may be difficult for us to locate employees who ok subject to non-competition agreements andr odsrictions.

The majority of our U.S. operations are loddteCalifornia where the cost of living and of neiting employees is high. Additionally, our
operating results depend, in large part, upon bilityato retain and attract qualified managememigineering, marketing, manufacturing,
customer support, sales and administrative persoRughermore, we compete with industries, sucthashard disk drive and semiconductor
industries, for skilled employees. Failure to netieéy personnel, or to attract, assimilate or negaiditional highly qualified employees to meet
our needs in the future, could have a materialaaherse effect our business, financial conditioah r@esults of operations.

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

We are a manufacturing business. Purchases gamstitute the largest component of our prodast. Our ability to manufacture depends
on the timely delivery of parts, components andassbmblies from suppliers. We obtain some of tlyeckenponents and sub-assemblies used
in our products from a single supplier or a limiggdup of suppliers. If any of our suppliers faildeliver quality parts on a timely basis, we
may experience delays in manufacturing, which coetdilt in delayed product deliveries, increaseststo expedite deliveries or develop
alternative suppliers, or require redesign of cadpcts to accommodate alternative suppliers.

Our business depends on the integrity of our inggdtual property rights

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

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

From time to time we may be involved in litiige of various types, including litigation allegjiinfringement of intellectual property rights
and other claims. For example, in July 2006, Intefilad a patent infringement lawsuit against UsadiSA, Inc. and its affiliates Unaxis
Balzers AG and Unaxis Balzers, Ltd. alleging inlgment by Unaxis of a patent relating to our 208r_system. This lawsuit was dismissed in
July 2008. Litigation is expensive, subjects uthrisk of significant damages and requires sigaift management time and attention and
could have a material and adverse effect on ounbss, financial condition and results of operation

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

We have completed a number of acquisitiongnduwur operating history. For example, in 2007 ,agquired certain assets of DeltaNu, LLC
and certain assets of Creative Display Systems, &h€in 2008 we acquired certain assets of OC kaerlBalzers Ltd. We have spent and \
likely continue to spend significant resources tifgimg and pursuing future acquisition opportuedi Acquisitions involve numerous risks
including: (1) difficulties in integrating the ogions, technologies and products of the acquiosipanies; (2) the diversion of our
management’s attention from other business concam(3) the potential loss of key employees efdabquired companies. Failure to achieve
the anticipated benefits of these and any futuqeliia@ions or to successfully integrate the operatiof the companies we acquire could have a
material and adverse effect on our business, fiahnondition and results of operations. Any futacguisitions could also result in potentially
dilutive issuance of equity securities, acquisitiondivestiture-related write-offs or the assuraptof debt and contingent liabilities.

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

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

Business interruptions could adversely affect oyserations.

Our operations are vulnerable to interruptigrfire, earthquake or other natural disaster, guiimes or other disruptions associated with
infectious diseases, national catastrophe, tetracisvities, war, disruptions in our computing asa@mmunications infrastructure due to power
loss, telecommunications failure, human error, alor electronic security breaches and compuiteses, and other events beyond our
control. We do not have a fully implemented dethiliésaster recovery plan. Despite our implementationetwork security measures, our tc
and servers are vulnerable to computer viruseskhres and similar disruptions from unauthorizesparing with our computer systems and
tools located at customer sites. Political instbdould cause us to incur increased costs irspartation, make such transportation unreliable,
increase our insurance costs and cause internhtorrancy markets to fluctuate. This same insighidlould have the same effects on our
suppliers and their ability to timely deliver theiroducts. In addition, we do not carry sufficibasiness interruption insurance to compensate
us for all losses that may occur, and any lossesrages incurred by us could have a material adwffect on our business and results of
operations. For example, we self-insure earthquigke because we believe this is the prudent filmdecision based on the high cost of the
limited coverage available in the earthquake insceanarket. An earthquake could significantly digrour operations, most of which are
conducted in California. It could also significantlelay our research and engineering effort on peucts, most of which is also conducte
California. We take steps to minimize the damage wWould be caused by business interruptions,Haretis no certainty that our efforts will
prove successful.
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We are required to evaluate our internal control@vfinancial reporting under Section 404 of the Szanes-Oxley Act of 2002, and any
adverse results from such evaluation could resulta loss of investor confidence in our financial perts and have an adverse effect on our
stock price.

Pursuant to Section 404 of the Sarbanes-Oxt¢yf 2002, our management must perform evaluatafrour internal control over financial
reporting. Beginning in 2004, our Form 10-K haduned a report by management of their assessmeheafdequacy of such internal control.
Additionally, our independent registered public@aaating firm must publicly attest to the effectiems of our internal control.

We have completed the evaluation of our irdecontrols over financial reporting as requiredSsction 404 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisultesl in our conclusion that as of December 30720ur internal controls over financial
reporting were effective, we cannot predict thecomie of our testing in future periods. Ongoing cbamze with this requirement is complex,
costly and time-consuming. If: (1) Intevac failsnaintain effective internal control over financiaporting; (2) our management does not
timely assess the adequacy of such internal comrgB) our independent registered public accagntirm does not deliver an unqualified
opinion as to the effectiveness of our controlenttve could be subject to: (1) restatement of presly reported financial results, (2) regulat
sanctions and (3) a decline in the public’'s perioaptf Intevac, which could have a material andeade effect on our business, financial
condition and results of operations.

Item 2. Unregistered Sales of Equity Securities and UsePobceeds

None.

Item 3. Defaults upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Security-Holders

None.

Iltem 5. Other Information

None.

Iltem 6. Exhibits

The following exhibits are filed herewith:

Exhibit
Number Description
311 Certification of President and Chief Executive ©éfi Pursuant to Section 302 of the Sarb-Oxley Act of 2002
31.2 Certification of Vice President, Finance and Adrsiration, Chief Financial Officer, Treasurer anadr@eary Pursuant 1
Section 302 of the Sarbal-Oxley Act of 2002
32.1 Certification Pursuant to U.S.C. 1350 adopted RPamsto Section 906 of the Sarba- Oxley Act of 2002
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SIGNATURES

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

INTEVAC, INC.

Date: November 6, 2008 By: /s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer;

Date: November 6, 200 By: /s/ JEFFREY ANDRESON
Jeffrey Andreson
Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Office
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Exhibit 31.]

I, Kevin Fairbairn certify that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

Date: November 6, 2008

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




Exhibit 31.2

I, Jeffrey Andreson certify that:

1.
2.

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

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

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

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

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

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

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

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

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

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

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

reporting, to the registrant’s auditors and theitae@mmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

Date: November 6, 2008

/s JEFFREY ANDRESON

Jeffrey Andreson

Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secret




Exhibit 32.1

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

I, Kevin Fairbairn, certify, pursuant to 183JC. Section 1350, as adopted pursuant to SedlidroBthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 10eQthe quarterly period ended September 27, 2008 ¢omplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

By: /s/ KEVIN FAIRBAIRN
Name: Kevin Fairbairn
Title: President, Chief Executive Officer and
Director

I, Jeffrey Andreson, certify, pursuant to 18WC. Section 1350, as adopted pursuant to Seefiérof the Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 18eQthe quarterly period ended September 27, 2008 éomplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suolnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

By: /s/ JEFFREY ANDRESON
Name: Jeffrey Andresor
Title: Vice President, Finance and Administrati
Chief Financial Officer, Treasurer and
Secretary

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



