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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements

INTEVAC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

ASSETS
Current asset:
Cash and cash equivalel
Short term investmen

Trade and other accounts receivable, net of alloesuof $0 and $217 at July 2, 2005 and

December 31, 20C
Inventories
Prepaid expenses and other current a:
Total current asse
Property, plant and equipment, |
Long term investment
Investment in 601 California Avenue LL
Other long term asse
Total asset

LIABILITIES AND SHAREHOLDERS ’ EQUITY

Current liabilities:
Accounts payabl
Accrued payroll and related liabilitit
Other accrued liabilitie
Customer advance
Total current liabilities
Other lon¢-term liabilities
Shareholder equity:
Common stock, no par vali
Accumulated other comprehensive inca
Accumulated defici
Total shareholde’ equity

Total liabilities and sharehold¢ equity

See accompanying notes.

2

July 2, December 31
2005 2004
(Unaudited)
$ 18,08¢ $ 17,45t
23,47¢ 24,57¢
24,53¢ 4,77¢
32,45¢ 15,37¢
912 95€
99,46¢ 63,14(
6,41¢ 5,99¢
— 8,052
2,431 2,431
20z 3
$ 108,51¢ $ 79,62
$ 9,811 $ 1,64
2,292 1,61
3,052 2,94:
22,16¢ 3,83¢
37,32 10,04(
401 207
96,22¢ 94,80:
21¢ 258
(25,650 (25,680
70,79¢ 69,37¢
$ 108,51¢ $ 79,62
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues
Systems and componel
Technology developmel
Total net revenue
Cost of net revenue
Systems and componel
Technology developmel
Inventory provision:
Total cost of net revenur

Gross profit
Operating expense
Research and developmt
Selling, general and administrati
Total operating expens:
Operating profit (loss
Interest expens
Interest income and other, r
Income (loss) before income tax
Provision for income taxe
Net income (loss
Other comprehensive incorr
Foreign currency translation adjustme
Total comprehensive income (los

Basic income (loss) per sha

Net income (loss

Shares used in per share amol
Diluted income (loss) per shai

Net income (loss

Shares used in per share amol

INTEVAC, INC.

AND COMPREHENSIVE INCOME (LOSS)
(In thousands, except per share amounts)
(Unaudited)

Three Months Ended

July 2,
2005

$28,54¢
1,87¢
30,41¢

19,42¢
1,29¢

See accompanying notes.

3

June 26,
2004

$15,62¢
2,13¢
17,76¢

10,18:
1,65¢

$ 0.0t
20,01(

$ 0.0¢
20,67¢

Six Months Ended

July 2,
2005

$37,13¢
3,88¢
41,02¢

25,82
2,792

June 26,
2004

$19,81¢
4,38(C
24,19¢

(3,235
(12)

552
(2,695)
(12)

$ (2,689

(©)
$ (2,689

$ (0.149
19,37:

$ (0.19
19,37:
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INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Operating activities
Net income (loss
Adjustments to reconcile net loss to net cash aisth equivalents used in operating activit
Depreciation and amortizatic
Inventory provision
Loss on disposal of equipme
Changes in operating assets and liabili
Total adjustment

Net cash and cash equivalents used in operatingtimst
Investing activities

Purchases of investmer

Proceeds from maturities of investme

Purchases of leasehold improvements and equip

Net cash and cash equivalents provided by (usedyésting activities
Financing activities

Net proceeds from issuance of common s

Payoff of convertible notes due 20

Net cash and cash equivalents provided by finanaatiyities
Effect of exchange rate changes on ¢

Net increase in cash and cash equival

Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

Supplemental Schedule of Cash Flow Informatiol
Cash paid for

Interest

Income taxe:

See accompanying notes.

4

Six months ended

July 2,
2005

$ 30

1,04¢
754

4
(10,259
(8,446)
(8,416)

(8,859
18,00(

(1,467)
7,67¢

1,421
1,427
(56)

634
17,45¢

$ 18,08¢

June 26,
2004

$ (2,689)

1,131
752

1
(8,999)

(7,106)
(9,79))

(27,89%)

g1,1&)
(29,009

42,207
(1,025)
41,18:
(15)
2,37¢
19,50°

$ 21,88(

$ 33
$ 2
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

1. Business Activities and Basis of Presentation

We are the world’s leading supplier of sputigrequipment used to manufacturer magnetic mestd in hard disk drives and a developer
and provider of advanced extreme low light imagegsors, cameras and systems. We operate two sssiné&quipment and Imaging.

Our Equipment business designs, manufactoragets and services complex capital equipmentdiabsits, or sputters, highly
engineered thin-films onto magnetic disks usedairdidisk drives. Hard disk drives are the primaoyagye medium for digital data and
function by storing data on magnetic disks. Thégefilm disks are created in a sophisticated maaotufring process involving many steps,
including plating, annealing, polishing, texturirsputtering and lubrication.

Our Imaging business develops and manufactleetro-optical sensors, cameras, and systemgéhatit highly sensitive detection of
photons in the visible and near infrared portiohthe spectrum, allowing vision in extreme low ligfituations. We currently develop night-
vision technology and equipment for military andrcoercial applications.

The financial information at July 2, 2005 dodthe three- and six-month periods ended JuB0R5 and June 26, 2004 is unaudited, but
includes all adjustments (consisting only of normeglurring accruals) that we consider necessary fair presentation of the financial
information set forth herein, in accordance with@amting principles generally accepted in the WhB¢ates of America (“U.S. GAAP”) for
interim financial information, the instructions Eorm 10-Q and Article 10 of Regulation S-X. Accargly, it does not include all of the
information and footnotes required by U.S. GAAP donual financial statements. For further inforimatirefer to the Consolidated Financial
Statements and footnotes thereto included in oumuAhReport on Form 10-K for the fiscal year enBed¢ember 31, 2004.

The preparation of financial statements infeomity with U.S. GAAP requires management to makémates and assumptions that affect
the reported amounts of assets and liabilitiesdislosure of contingent assets and liabilitiethatdate of the financial statements and
reported amounts of revenue and expenses durimgplogting period. Actual results inevitably wilffér from those estimates, and such
differences may be material to the financial staets.

The results for the three- and six-month mixiended July 2, 2005 are not considered indicafitie results to be expected for any future
period or for the entire year.
2. Concentrations

Historically, a significant portion of our rewues in any particular period has been attribatabbales to a limited number of customers.
Our largest customers tend to change from perigebtid.

We evaluate the collectibility of trade readiles on an ongoing basis and provide reserveagigaitential losses when appropriate.

5
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

3. Inventories

Inventories are priced using standard costs;twapproximate cost under the first-in, first-outthod and are stated at the lower of cost or
market. Inventories consist of the following:

July 2, December 31
2005 2004
(In thousands)
Raw material $16,29( $ 5,62
Work-in-progress 10,26¢ 3,49¢
Finished good 5,90( 6,25¢
$32,45¢ $ 15,37¢

Finished goods inventory consists primarilcompleted systems at customer sites that are goiderinstallation and acceptance testing.

Inventory reserves included in the above nusbere $10.6 million and $9.9 million at July 0% and December 31, 2004, respectiv
Each quarter, we analyze our inventory (raw maten@ork-in-progress and finished goods) againstftitecast demand for the next
12 months. Raw materials with no forecast requirgmm that period are considered excess and ioxgptovisions are established to write
those items down to zero net book value. Work-iogpess and finished goods inventories with no fasecequirements in that period are
typically written down to the lower of cost or matkDuring this process, some inventory is idestifas having no future use or value to us
and is disposed of against the reserves.

During the six months ended July 2, 2005, $J8@ was added to the inventory reserves baseldeoguarterly analysis and a net $87,000
of inventory was recovered and credited againstdherve. During the six months ended June 26,,20(8B,000 was added to inventory
reserves based on the quarterly analysis and $2®bflinventory was disposed of and charged tadkerve.

4. Employee Stock Plans

At July 2, 2005, we had two stock-based emgdoyompensation plans. We account for those pladsrihe recognition and measurement
principles of APB Opinion No. 25, “Accounting fotdgk Issued to Employees”, and related Interpretati No stock-based employee
compensation cost is reflected in net income, lagpaibns granted under those plans had an exapcise equal to the market value of the
underlying common stock on the date of grant. W pb adopt the fair value requirements of SFASIN@ER beginning in 2006.

The following table illustrates the effectsmet income and earnings per share if Intevac patieal the fair value-recognition provisions
of FASB Statement No. 123, “Accounting for StocksBd Compensation”, to stock-based employee compensa

6
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Three Months Ended Six Months Ended
July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)
Net income (loss), as report $ 3,927 $ 677 $ 30 $ (2,687)
Deduct: Total stock-based employee compensatioaresgpdetermined
under fair value based method for all awards, hetlated tax effect (717) (341 (1,109 (609)
Pro forma net income (los $ 3,21( $ 33€ $ (1,079 $ (3,299
Basic income (loss) per sha
As reportec $ 0.1¢ $ 0.0z $ 0.0C $ (0.19
Pro forma $ 0.1¢€ $ 0.0z $ (0.0%) $ (0.19)
Diluted income (loss) per shai
As reportec $ 0.1¢ $ 0.02 $ 0.0C $ (0.19
Pro forma $ 0.1F $ 0.02 $ (0.05) $ (0.19)

The fair value of each stock option is estedadn the date of grant using the Black-Schole®oygricing model, with the following
weighted-average assumptions for grants made ithtke and six months ended July 2, 2005 and Jen20®4:

Three Months Ended Six Months Ended
July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)

Dividend yield None None None None
Expected volatility 91.4% 93.66% 92.65% 94.2%%
Risk free interest rai 3.68% 2.65% 4.32% 2.38%
Expected live: 5.0 year: 2.7 year: 6.6 year: 2.5 years

The weightedwerage fair value of stock options granted waé%and $6.67 for the three and six months ended2]i005, respectivel
and $5.04 and $5.76 for the three and six montdecdune 26, 2004, respectively.

The pro forma net loss and net loss per stiatie listed above includes expense related toitngdyee Stock Purchase Plan ("ESPHNe
fair value of purchase rights granted under theFEEBRestimated on the date of grant using the B&atkoles option-pricing model, with the
following weighted-average assumptions:

Six months endec

July 2, June 26,
2005 2004
Dividend yield None None
Expected volatility 93.02% 95.3t%
Risk free interest rai 3.8%% 1.27%
Expected live: 1.5 years 1.5 years

The weighted-average fair value of purchagktsi granted was $4.42 for the six months endgd2]J005, and $9.47 for the six months
ended June 26, 2004.
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

5. Warranty

Our typical warranty is 12 months from custormeceptance. We also sell extended warrantiesnoey® months to our customers. During
this warranty period any necessary non-consumaits pre supplied and installed. The warranty plesio consumable parts is limited to
their reasonable usable life. A provision for tistireated warranty cost is recorded at the timerregéds recognized.

On the condensed consolidated balance sheethbrt-term portion of the warranty is includediher accrued liabilities, while the long-
term portion is included in other long-term liatiés.

The following table displays the activity imetwarranty provision account, which is includeather accrued liabilities on our balance
sheet, for the three and six-month periods endihg2, 2005 and June 26, 2004

Three Months Ended Six Months Ended
July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)

Beginning balanc $ 1,011 $ 38¢ $ 1,11¢ $ 534
Expenditures incurred under warrant (269 (53 (709) (109)
Accruals for product warranties issued during #gorting perioc 70¢ 45€ 994 492
Adjustments to previously existing warranty accst 22C (139 27€ (269
Ending balanci $ 1,67 $ 654 $ 1,67 $ 654

The following table displays the balance slotasification of the warranty provision accounday 2, 2005 and at December 31, 2004:

July 2, December 31
2005 2004
(In thousands)
Other accrued liabilitie $1,27¢ $ 90¢
Other lon¢-term liabilities 401 207
Total warranty provisiol $ 1,67i $ 1,11¢

6. Guarantees

We have entered into agreements with custoarasuppliers that include limited intellectuadperty indemnification obligations that are
customary in the industry. These obligations gdheraquire us to compensate the other party foraie damages and costs incurred as a
result of third party intellectual property clairmssing from these transactions. The nature ofrttedlectual property indemnification
obligations prevents us from making a reasonalilmate of the maximum potential amount we coulddmpired to pay our customers and
suppliers. Historically, we have not made any gigant indemnification payments under such agreésj@md no amount has been accrue
the accompanying consolidated financial statemeitsrespect to these indemnification obligations.

7. Cash, Cash Equivalents and Investments in DebeS8urities

Our investment portfolio consists of cashhcaguivalents and investments in debt securitiesc@hsider all highly liquid investments
with a maturity of three months or less when puselgisto be cash equivalents. Investments in

8
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
debt securities consists principally of highly chtiebt instruments with maturities generally betwere and 25 months.

In accordance with Statement of Accountingn8gads No. 115 “Accounting for Certain InvestmantB®ebt and Equity Securities,” and
based on our intentions regarding these instrumem$ave classified our investments in debt stearas held-to-maturity and account for
these investments at amortized cost. Interest irdsmecorded using an effective interest rateh tie associated premium or discount
amortized to interest income. Realized gains asse are included in earnings. The table belowepteshe amortized principal amount,
major security type and maturities for our investiseén debt securities.

July 2, December 31
2005 2004
(in thousands)

Amortized Principal Amount

Debt securities issued by US government age! $20,42¢ $ 28,017
Corporate debt securiti 3,04 4,61¢
Total investments in debt securit $23,47¢ $ 32,63
Shor-term investment $23,47¢ $ 24,57¢
Long-term investment — 8,052
Total investments in debt securit $23,47¢ $ 32,63
Approximate fair market value of investments in tdedcurities $23,33: $  32,45(

Cash and cash equivalents represent cashras@nd money market funds. Included in accounyalga is $2,994,000 and $188,000 of
book overdraft at July 2, 2005 and December 314 28spectively.

8. Net Income (Loss) Per Share

The following table sets forth the computatadrbasic and diluted earnings (loss) per share:

Three Months Ended Six Months Ended
July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)
Numerator:
Numerator for basic income (loss) per share — évsslable to
common stockholdel $ 3,927 $ 677 $ 30 $ (2,687
Effect of dilutive securities
6 1/2% convertible notes ( — — — —
Numerator for diluted income (loss) per share —s lagailable to
common stockholders after assumed convers $ 3,92i $ 677 $ 30 $ (2,689
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Denominator
Denominator for basic income (loss) per share -ghted-average

shares 20,39: 20,01( 20,317 19,37
Effect of dilutive securities

Employee stock options (. 753 66¢ 672 —

61/ 2% convertible notes (1 — — — —
Dilutive potential common shar: 753 66€ 672 —
Denominator for diluted income (loss) per sk adjustec 21,14« 20,67¢ 20,98¢ 19,37:

(1) Diluted EPS for the six-month period endedel@6, 2004 exclude “as converted” treatment otthrevertible notes, as their inclusion
would be an-dilutive. The number c*as converte” shares excluded for the -month period ended June 26, 2004 was 17,

(2) Potentially dilutive securities, consistingshares issuable upon exercise of employee stokés, are excluded from the calculation of
diluted EPS when their effect is anti-dilutive. Thieighted average number of employee stock optankided for the three-month
periods ended July 2, 2005 and June 26, 2004 w4823 and 247,102, respectively, and the numbenqgfioyee stock options
excluded for the s-month periods ended July 2, 2005 and June 26, @@8481,522 and 1,486,205, respectiv

9. New Accounting Pronouncements

In December 2004, FASB issued SFAS No. 123%ided 2004), “Share-Based Payment”. SFAS 123R addeeall forms of share-based
payment (“SBP”) awards, including shares issueceudrtain employee stock purchase plans, stog&reptrestricted stock and stock
appreciation rights. SFAS 123R will require us xpense SBP awards with compensation cost for SBRactions measured at fair value.
Although we are in the process of evaluating thedot of applying the various provisions of SFAS R2®&e expect that this statement will
have a material impact on our financial statemedtsApril 14, 2005, the U.S. Securities and Exclea@8gmmission announced a deferral of
the effective date of SFAS 123R until the firseimtn period beginning after December 15, 2005.

In March 2005, the SEC issued Staff AccounBagjetin (“SAB”) No. 107. SAB 107 provides guidancelated to share-based payment
transactions with non-employees, the transitiomfronpublic to public entities status, valuatiortmoels (including assumptions such as
expected volatility and expected term), the acdogribr certain redeemable financial instrumenssiési under share-based payment
arrangements, the classification of compensatigeese, non-GAAP financial measures, first-time éidoppf SFAS 123R in an interim
period, capitalization of compensation costs relateshare-based payment arrangements, the aaggudotiincome tax effects of share-based
payment arrangements upon adoption of SFAS 122Rntidification of employee share options priott® adoption of SFAS 123R and
disclosures in Management’s Discussion and Anabgisequent to adoption of SFAS 123R. We are cilyrienthe process of assessing the
impact of this guidance.

In March 2005, the FASB issued Interpretatitm 47 (“FIN 47”), “Accounting for Conditional Ass®etirement Obligations — An
Interpretation of FASB Statement No. 143", to diathe requirement to record liabilities stemmimgrh a legal obligation to clean up and
retire fixed assets, such as a plant or factorgnmém asset retirement depends on a future evenplav to adopt the FIN 47 in the first
quarter of fiscal 2006. We do not expect the apitim of FIN 47 to have a material effect on ounaficial statements.

10
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

In May 2005, FASB issued SFAS No. 154, “Accing Changes and Error Corrections.” This new saathideplaces APB Opinion No. 20,
“Accounting Changes” and FASB Statement No. 3, ‘6tdpg Accounting Changes in Interim Financial 8taénts.” SFAS 154 requires that
a voluntary change in accounting principle be aaptetrospectively with all prior period financs&htements presented on the new accou
principle, unless it is impractical to do so. SFAS! also provides that (1) a change in method pfedgating or amortizing a long-lived non-
financial asset be accounted for as a changeimast (prospectively) that was effected by a changecounting principle, and (2) correct
of errors in previously issued financial statemestitsuld be termed a “restatement.” SFAS 154 i#ife for accounting changes and
corrections of errors made in fiscal years begigmifier December 15, 2005. We do not expect thetamoof this statement to have a
material impact on our financial statements.

10. Segment Reporting

Segment Description

We have two reportable operating segmentsigeggnt and Imaging. Our reportable segments ariésss units that offer different
products and are each managed separately, unddir¢icon of our Chief Executive Officer. Our Egoient business designs, manufactures,
markets and services complex capital equipmentdabsits, or sputters, highly engineered thindilmnto magnetic disks used in hard disk
drives. Our Imaging business develops and manufstlectro-optical sensors, cameras and systexnpaimit highly sensitive detection of
photons in the visible and near infrared portiohthe spectrum, allowing vision in extreme low ligdituations.

Included in corporate activities are genecaiporate expenses, less an allocation of corpergienses to operating units equal to 3% o
revenues. Assets of corporate activities includalaoated cash and short-term investments, defénmane tax assets (which are fully offset
by a valuation allowance) and other assets.

Segment Profit or Loss and Segment Assets

We evaluate performance and allocate resolnassd on a number of factors including, profitoss from operations and future revenue
potential. The accounting policies of the reporag#gments are the same as those described inntimeagy of significant accounting polici¢

Business Segment Net Revenues

Three Months Ended Six Months Ended
July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)
Equipment $28,33] $15,40: $36,87: $19,55¢
Imaging 2,081 2,361 4,15( 4,64:
Total $30,41¢ $17,76¢ $41,02: $24,19¢

11
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Business Segment Profit & Loss

Three Months Ended

Six Months Ended

July 2, June 26, July 2, June 26,

2005 2004 2005 2004

(in thousands)
Equipment $ 4,672 $ 1,52 $ 2,001 $ (680
Imaging (1,27¢) (942 (2,459 (1,83))
Corporate activitie 112 (209 (356 (729
Operating income (los! 3,507 374 (814) (3,23¢
Interest expens 34 — 32 (12
Interest incomt 28t 14¢ 551 232
Other income and expense, 104 15E 271 32C
Income (loss) before income tax $ 3,93( $ 677 $ 40 $ (2,695
Business Segment Assets

July 2, December 31

2005 2004

(in thousands)

Equipment $ 57,91: 19,407
Imaging 6,69¢ 7,13¢
Corporate activitie 43,91: 53,08(
Total $108,51¢ 79,62:

The portion of our long-lived assets maintainedilg of the United States are immaterial.

Geographic Area Net Trade Revenues

Three Months Ended Six Months Ended

July 2, June 26, July 2, June 26,
2005 2004 2005 2004
(in thousands)
United State: $ 2,79¢ $11,03( $ 9,58 $13,82¢
Far Eas 27,33: 6,454 30,967 10,09:
Europe 28¢ 28C 478 28C
Total $30,41¢ $17,76¢ $41,02: $24,19¢

11. Income Taxes

For the three months ended July 2, 2005, weuad income tax using an effective tax rate o#2d pretax income. This rate is based on
the estimated annual tax rate complying with Statgof Financial Accounting Standards No. 109, “@uating for Income Taxes”. We also
paid the minimum Franchise Tax to the State off@alia. We did not accrue a tax provision for theee-month period ended June 26, 2004
as the profits for this period were offset by nge@ting loss carry-forwards. Our $19.9 millioneteéd tax asset is fully offset by a
$19.9 million valuation allowance, resulting in et ”leferred tax asset of zero at July 2, 2005.

12
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

12. Capital Transactions

During the six-month period ending July 2, 20@e sold stock to our employees under IntevatdskSOption and Employee Stock
Purchase Plans. A total of 290,503 shares weredssader these plans, for which Intevac received sillion.

13. Financial Presentation

Certain prior year amounts in the CondenseusGlidated Financial Statements have been redkedsd conform to 2004 presentation.

13
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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 contains forwdmdking statements, which involve risks and uraieties. Words such as
“believes,” “expects,” “anticipates” and the likeridicate forward-looking statements. These forwaaking statements include comments
related to our shipments, projected revenue, syséeenue recognition, gross margin, operating exgsninterest income, cash balances
improved financial results in 2005; our projectagstomer requirements for new capacity and technolgemgrades for our installed base of
thin-film disk manufacturing equipment, and whemd &, our customers will place orders for thesedhrcts; Imaging’s ability to proliferate
its technology into major military weapons prograamsl to develop and introduce commercial imagingdpicts; and the timing of delivery
and/or acceptance of the systems and productsctiraprise our backlog for revenue. Our actual resutiay differ materially from the results
discussed in the forward-looking statements foarety of reasons, including those set forth unti€ertain Factors Which May Affect Futt
Operating Results” and in other documents we fiberf time to time with the Securities and Exchangmf@ission, including Intevag’Annua
Report orForm 10-K filed in March 2005, Form 10-Q’s and FoB¥K’s.

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 managemernmike judgments, assumptions and estimates tieat #ie amounts reported. Our
significant accounting policies are described iné\®to the consolidated financial statements odlin Item 8 of our Annual Report on
Form 10-K. Certain of these significant accountimdjcies are considered to be critical accountialicges, as defined below.

A critical accounting policy is defined as dhat is both material to the presentation of anaricial statements and requires management
to make difficult, subjective or complex judgmetiiat could have a material effect on our financ@iditions and results of operations.
Specifically, critical accounting estimates have tbllowing attributes: 1) We are required to maksumptions about matters that are highly
uncertain at the time of the estimate; and 2) bffie estimates we could reasonably have used,aomes in the estimate that are reasonably
likely to occur, would have a material effect orr inancial condition or results of operations.

Estimates and assumptions about future ewentsheir effects cannot be determined with cetgalWe base our estimates on historical
experience and on various other assumptions belitevbe applicable and reasonable under the cireumoss. These estimates may change a:
new events occur, as additional information is ioletd and as our operating environment changes €ldtenges are included in the
consolidated financial statements as soon as thegrbe known. In addition, management is periodidalted with uncertainties, the
outcomes of which are not within its control andl wot be known for prolonged periods of time. Taéescertainties are discussed in the
section entitled “Certain Factors Which May Afféatture Operating Results.” Based on a critical sssent of our accounting policies and
the underlying judgments and uncertainties affectire application of those policies, managemenebes that our consolidated financial
statements are fairly stated in accordance wittdA®&\P, and provide a meaningful presentation offmancial condition and results of
operation.

We believe the following critical accountingligies affect the more significant judgments astireates we make in preparing our
consolidated financial statements. We also haverdify accounting policies and accounting estimigkeged to the collectibility of trade
receivables, valuation of deferred tax assets aoibiype product costs. We believe that these abeounting policies and other accounting
estimates either do not generally require us toenegtimates and judgments that are as difficidubjective or would be less likely to have a
material impact on our reported results of operefay a given period.

Revenue Recognition

Certain of our system sales with customer atecee provisions are accounted for as multipleield arrangements. If we have previously
met defined customer acceptance levels with theifipéype of system, then we recognize revenudherfair market value of the system
upon shipment and transfer of title, and recogréxenue for the fair market value of installatiodacceptance services when those services
are completed. We
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estimate the fair market value of the installaonl acceptance services based on our actual badterperience. For systems that have
generally not been demonstrated to meet producifgaions prior to shipment, revenue recognitietypically deferred until customer
acceptance. While initial shipments of our 200 Legstem were recognized for revenue upon custonu@ptance during 2004, we expect
that 200 Leans will be generally be recognizedéeenue upon shipment during 2005. For examplénduhe three months ended July 2,
2005 six 200 Leans were shipped. The fair markietevaf all six 200 Leans was recognized for revempen shipment. Installation and
acceptance was completed during the quarter obiiese six 200 Lean systems. Accordingly, therfarket value of installation and
acceptance services for this one system was rexegjfor revenue.

In some instances, hardware that is not essémthe functioning of the system may be deladbafter acceptance of the system. In these
cases, we estimate the fair market value of theassential hardware as if it had been sold onralsttone basis, and defer recognizing
revenue on that value until the hardware is dedigier

In certain cases, we sell limited rights to imtiellectual property. We recognize license feeenue when earned under the terms of the
agreements. Generally, revenue is recognized upasfer of the license unless we have continuinigations for which fair value cannot be
established, in which case the revenue is recodrazer the period of the obligation. If there axéeaded payment terms, we recognize
license fee revenue as these payments become due.

We perform best efforts research and developrverk under various government-sponsored reseamstracts. These contracts are a
mixture of cost-plus-fixed-fee (“CPFF”) and firnxéd-price (“FFP”). Revenue on CPFF contracts isge&ed in accordance with contract
terms, typically as costs are incurred. RevenuEFI contracts is generally recognized on the péagerof-completion method based on
costs incurred in relation to total estimated cddtsvisions for estimated losses on governmentsmped research contracts are recorded in
the period in which such losses are determined.

Inventories

Inventories are priced using standard costs;lwapproximate first-in, first-out, and are sthéd the lower of cost or market. The carrying
value of inventory is reduced for estimated ex@sbsobsolescence by the difference between itsacwkthe estimated market value base
assumptions about future demand. We evaluate #emiary carrying value for potential excess anddtdie inventory exposures by analyz
historical and anticipated demand. In additiongimories are evaluated for potential obsolescenedalthe effect of known and anticipated
engineering change orders and new products. lhhdemand were to be substantially lower than egddh additional inventory adjustments
would be required, which could have a material aslveffect on our business, financial condition eesilts of operation. A cost to market
reserve is established for work-in-progress anigtied goods inventories when the value of the itorgrplus the estimated cost to complete
exceeds the net realizable value of the inventory.

Warranty

We provide for the estimated cost of warramhen revenue is recognized. Our warranty is petraohterms and is typically 12 months
from customer acceptance. We also sell extendedhniies beyond 12 months to some customers. Wesiigrated repair or replacement
costs along with our actual warranty experienceeti@rmine our warranty obligation. We exercise judgt in determining the underlying
estimates. Should actual warranty costs differ tsuitiglly from our estimates, revisions to therastied warranty liability would be required,
which could have a material adverse effect on osirtess, financial condition and results of operi
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Results of Operations
Three Months Ended July 2, 2005 and June 26, 2004.

Net revenues

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Equipment net revenuu $28,33 $15,40: $12,93¢ 84%
Imaging net revenue 2,081 2,361 (280 (12)%
Total net revenue $30,41¢ $17,76¢ $12,65¢ 71%

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

The increase in Equipment revenue for theetlmenths ending July 2, 2005 was primarily the ltesfuevenue recognition for six 200
Lean systems and three disk lubrication systemdtendale of a D STAR flat panel technology license for $1.5 million. Timeee months
ended June 26, 2004 included two 200 Lean systemevenue. Revenue from disk equipment technol@gyades and spare parts decreased
in the three months ending July 2, 2005. As of 21ly2005, we have orders for fifteen 200 Leanesyistand six MDP-250B systems. We
expect to ship and recognize for revenue twenth@de twenty-one systems in fiscal 2005. We exgigaificant growth in Equipment
revenues in 2005, compared to 2004.

The decrease in Imaging revenues was thet @fsdiecreased revenues from contract researckerelopment. We expect the Imaging
business revenue to grow in the second half of 280% result of increasing shipment of low lighvellecameras, but we do not expect the
Imaging business to be profitable in 2005.

Our backlog of orders at July 2, 2004 was 468illion, as compared to $10.5 million at Decem®&r 2004 and $46.4 million at June 26,
2004. The increase in backlog was primarily theltesf orders for disk manufacturing systems. Weude in backlog the value of purchase
orders for our products that have scheduled dslidates. We do not recognize revenue on this bgakhtil we have met the criteria
contained in our revenue recognition policy, inéhgdcustomer acceptance of newly developed systems.

International sales increased by 310% to $&¥liéon for the three months ended July 2, 20@8rfr$6.8 million for the three months en
June 26, 2004. The increase in international sedéessdue to higher shipments of disk sputteringesyst International sales constituted 91%
of net revenues for the three months ended JW9@5 and 38% of net revenues for the three momtisceJune 26, 2004. International
revenues include products shipped to overseastigesaf US companies.

Gross margin

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
Equipment gross marg 33.2% 35.(% (1.6 pts) (5)%
Imaging gross margi 9.2% 12.5% (3.3 pts) (26)%
Total gross margil 31.8% 32.(% (0.2 pts) (D)%
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Cost of net revenues consists primarily othased materials and costs attributable to contesefarch and development, and also incl
fabrication, assembly, test and installation ladomad overhead, customer-specific engineering castsanty costs, royalties, provisions for
inventory reserves and scrap.

Equipment gross margin for the three monttiedruly 2, 2005 was lower than in the three moettaed June 26, 2004 due to a reduc
in revenue from disk equipment technology upgradesdue to a lower average selling price on thel 22 systems recognized for revenue.
The 200 Lean systems recognized for revenue isghend quarter of 2004 were engineering systemit thie 200 Lean systems recognized
for revenue in the second quarter of 2005 wereymrion systems configured for longitudinal mediheTaverage selling price for the
engineering systems was significantly higher themaverage selling price for the production systéaness margin for the three months
ended July 2, 2005 was favorably impacted by $lldom of flat panel equipment related activitidhe $1.4 million included $1.5 million of
gross profit from the technology license sale &&2,000 of increased costs related to obtainirg ficceptance of a flat panel manufacturing
system shipped in 2003. Gross margins in the Egemprnusiness vary depending on a number of fadtursiding product cost, system
configuration and pricing, factory utilization, amentory provisions. We expect the gross margirttie Equipment business to improve in
the second half of 2005 as a result of lower mastufang costs and higher average selling priceshfer200 Lean.

The decrease in Imaging gross margin was dogply to an increase in inventory reserve exgerdthough we expect improvement in
the second half of 2005, Imaging gross marginswaity depending on a number of factors, includmgmix of contract research and
development revenue vs. product revenue, the tdvadst-sharing on our contract research and dpustmt efforts and labor utilization.

Research and development.

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Research and development expe $ 3,41 $ 3,08: $ 33C 11%
% of net revenue 11.2% 17.4%

Research and development expense consistaniyirof prototype materials, salaries and relatesits of employees engaged in ongoing
research, design and development activities fde mianufacturing equipment, flat panel manufactugggipment and Imaging products. The
increase in research and development expense thrée months ending July 2, 2005 was the resultaéased spending on Imaging
projects. We expect that research and developnpenidéng in the remainder of 2005 will increase ®@04 as a result of increased spending
in both Equipment and Imaging.

Research and development expenses do notienchsts of $1.3 million and $1.7 million, respeely, for the three-month periods ended
July 2, 2005 and June 26, 2004 related to Imagamgract research and development. These experes@schrded in cost of net revenues.

Selling, general and administrative.

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Selling, general and administrative expe $ 2,741 $ 2,22t $ biE 23%
% of net revenue 9.C% 12.5%

Selling, general and administrative expensesists primarily of selling, marketing, customeppart, financial and management costs and
also includes production of customer samples, tréadility insurance, legal and
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professional services and bad debt expense. Dansedtis and international sales of disk manufawjusroducts in the Far East, with the
exception of Japan, are typically made by Intevalifect sales force, whereas sales in Japan lohthsufacturing products and other prod
are typically made by our Japanese distributor sMiad, who provides services such as sales, irtstallavarranty and customer support. We
also have a subsidiary in Singapore to supporbausts in Southeast Asia. We are planning to opad ffices in China and Japan during
2005.

The increase in selling, general and admatist expense was primarily the result of increase®sts related to customer service and
support in the Equipment business. We expect #kng, general and administrative expenses fobtddance of 2005 will increase over the
amount spent in 2004 due primarily to a projectexigase in field offices, headcount, travel andleyge benefit costs.

Interest expense.

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Interest expens $ 3H $ — $ 3H N/A

In the three months ended July 2, 2005, weived a refund of interest paid in 2002 and 200=ted to a sales & use tax audit by the State
of California Board of Equalization (“BOE”). We exted a settlement agreement with the BOE for matémh in the amount of tax and
interest previously paid in response to the audit.

Interest income and other, net.

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Interest income and other, r $ 38¢ $ 302 $ 86 28%

Interest income and other, net in both 20052004 consisted primarily of interest and divideamtbme on investments. The increase in
the three months ended July 2, 2005 was drivendiehinterest rates on our investments.

Provision for (benefit from) income taxes.

Change over

Three months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Provision for (benefit from) income tax $ 3 $ — $ 3 N/A

For the three months ended July 2, 2005, weuad income tax using an effective tax rate o#2d¥ pretax income. Our tax rate differs
from the applicable statutory rates due to thézatilon of net operating loss carry-forwards anféded credits. We also paid the minimum
Franchise Tax of $2,400 to the State of CaliforkVe did not accrue a tax provision for the threeth@eriod ended June 26, 2004 as the
profits for this period were offset by net opergtloss carry-forwards. Our $19.9 million deferrad aisset is fully offset by a $19.9 million
valuation allowance, resulting in a net deferredasset of zero at July 2, 2005.

18




Table of Contents

Six Months Ended July 2, 2005 and June 26, 2004.
Net revenues

Change over

Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Equipment net revenuu $36,87: $19,55¢ $17,31° 89%
Imaging net revenue 4,15( 4,64: (493 (11)%
Total net revenue $41,02: $24,19¢ $16,82¢ 70%

The increase in Equipment revenue was thdtreshigher sales of disk sputtering systems grate parts and sale of a flat panel
equipment technology license. The decrease in Ingagivenues was the result of a reduction in reeefiom contract research and
development.

International sales increased by 203% to $81ilibn for the six months ended July 2, 2005 fr§a0.4 million for the six months ended
June 26, 2004. The increase in international sedéessdue to higher shipments of disk sputteringesyst International sales constituted 77%
of net revenues for the six months ended July @52thd 43% of net revenues for the six months edded 26, 2004. International revenues
include products shipped to overseas operatioksSofompanies.

Gross margin

Change over

Six months ended prior period
July 2, June 26,
2005 2004 Amount %
Equipment gross marg 30.2% 34.2% (4.0 pts) 12)%
Imaging gross margi 12.1% 13.2% (1.2 pts) (9)%
Total gross margil 28.2% 30.2% (1.8 pts) (6)%

Gross margin for the six months ended JuB0B5 was favorably impacted by $908,000 of flatgba@guipment related activities. The
$908,000 included $1.5 million of gross profit frdhe technology license sale less $592,000 boogedi@wer of cost or market reserve for
costs we expect to incur related to obtaining fowdtomer acceptance of a flat panel manufactwystem shipped 2003. Gross margin fol
six months ended July 2, 2005 was adversely imddntethe recognition of revenue on a 200 Lean systat was built early in 2004, prior
to the completion of our cost reduction activiti€soss margin for the six months ended June 264 2@ favorably impacted by the 200
Lean systems recognized for revenue in 2004 bailthat a significantly higher average selling prilcen the systems sold in the six months
ended July 2, 2005.

The decrease in Imaging margin was due prigntrihigher unabsorbed overhead in 2005.

Research and developme

Change over
Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Research and development expe $ 6,53¢ $ 6,141 $ 397 7%
% of net revenue 15.%% 25.2%

The increase in research and development ergarthe six months ending July 2, 2005 was thelref a $766,000 or 83% increase in
spending on Imaging projects related to developroésensors and cameras for
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military night-vision systems and near infrared coencial applications, partially offset by a 7% retion in spending on Equipment projects.

Research and development expenses do notlechsts of $2.8 million and $3.3 million, respeely, for the six-month periods ended
July 2, 2005 and June 26, 2004 related to Imagamgract research and development. These experes@schrded in cost of net revenues.

Selling, general and administrative.

Change over

Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Selling, general and administrative expe $ 5,932 $ 4,39: $ 1,563¢ 35%
% of net revenue 14.5% 18.2%

The increase in selling, general and admatis® expense for the six months ending July 25208s primarily the result of $832,000 of
increased costs related to customer service ambsiuip the Equipment business and $371,000 otamed costs for our 2004 audit, incluc
the audit of our Sarbanes-Oxley internal contrédngs. Additional headcount and related expensesdrketing and business development for
the Equipment Business accounted for most of theairing increase.

Interest expense.

Change over

Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Interest expens $ 32 $ (12 $ 44 N/A

In the three months ended July 2, 2005, weived a refund of interest we had paid in 2002 20@4 related to a sales & use tax audit by
the State of California Board of Equalization (“BQBENe executed a settlement agreement with the BDE& reduction in the amount of tax
and interest we had previously paid in respondgbda@udit. Interest expense in the three monthedddne 26, 2004 was interest payable on
our convertible notes that were paid off in Mar€i92.

Interest income and other, net.

Change over

Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Interest income and other, r $ 82z $ 552 $ 27C 49%

Interest income and other, net in both 20052004 consisted primarily of interest and dividémtbme on investments. The increase in
the six months ended July 2, 2005 was the drivehigiyer interest rates on our investments and laghigverage invested balance.
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Provision for (benefit from) income taxi

Change over
Six months ended prior period
July 2, June 26,
2005 2004 Amount %
(in thousands, except percentages)
Provision for (benefit from) income tax $ 10 $ (12 $ 22 (183)%

Income tax expense for the six months endutg J, 2005 consists of a 2.5% provision on netgéncome, minimum Franchise Tax
payment of $2,400 to the State of California ai¥ #00 accrual related to a claim we received fioenCalifornia Franchise Tax Board. We
did not accrue a tax benefit for the six-month peended June 26, 2004 due to the inability tdzeadditional refunds from loss carry-
backs. The $12,000 credit to income tax expen20@4 related to a revised estimate of 2003 taxesidwy our Singapore subsidiary.

Liquidity and Capital Resources

Our operating activities used cash of $8.4ionilduring the six months ended July 2, 2005. ¢agh used was due primarily to increase
inventory of $17.9 million and in accounts receibeatf $19.8 million, partially offset by increasiésaccounts payable of $8.2 million and in
customer advances of $18.3 million. The increasevantories, accounts payable and customer adsalceelate to the orders for disk
sputtering systems received in the period. In then®nths ended June 26, 2004, our operating diesviised cash of $9.8 million. The cash
used was due primarily to increases in inventor$2a6.6 million and in accounts receivable of $1iBiom, partially offset by increases in
accounts payable of $3.8 million and in customeaades of $14.2 million.

Our investing activities in the six months edduly 2, 2005 provided cash of $7.7 million frtma net redemption of $9.2 million of
investments partially offset by $1.5 million in e assets purchases. In the six months ended 8u28@4, our investing activities used cash
of $29.0 million due primarily to the purchase w¥éstments.

Our financing activities provided cash of $tndlion in the six months ended July 2, 2005 aesult of the sale of our common stock to
our employees through our employee benefit planthé six months ended June 26, 2004, our finareitigities provided cash of
$41.2 million due primarily to a public offering ofir common stock, for which we received $41.6ioml We also sold our common stock to
our employees through our employee benefit plarsr&tired the remaining $1.0 million of our conilee notes during the six months ended
June 26, 2004.

At July 2, 2005, we had $18.1 million of casid cash equivalents and $23.5 million of shoratevestments. We intend to undertake
approximately $5 million in capital expendituregidg 2005, and we expect the cash and cash eqoivadéances will increase in the second
half of 2005.

We have incurred operating losses each yeae 9998 and cannot predict with certainty whenuiiereturn to operating profitability on
an annual basis. However, based upon the currélobéun our Equipment business we expect to béitalile on a consolidated basis in
fiscal 2005.

Contractual Obligations

In the normal course of business, we entervatious contractual obligations that will be lsgttin cash. These obligations consist
primarily of operating lease and purchase obligetid he expected future cash flows required to riexste obligations as of July 2, 2005 are
shown in the table below.
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Payments due by period

Total <1 Year 1-3 Years 3-5 Years > 5 Years

(in thousands)
Operating lease obligatiol $14,86¢ $ 3,52¢ $ 4,591 $ 3,365 $ 3,38¢
Purchase obligatior 16,12¢ 16,12¢ — — —
Total $30,99: $19,64¢ $ 4,591 $ 3,36f $ 3,38¢

Certain Factors Which May Affect Future Operating Results
Our operating results fluctuate significantly from quarter to quarter, which may cause the price of our stock to decline.

Over the last 10 quarters, our revenues parteuhave fluctuated between $35.0 million and $dillion. Over the same period our
operating income as a percentage of revenuesuttadted between approximately 4% and (90%) ofrmees. We anticipate that our
revenues and operating margins will continue tottlate. We expect this fluctuation to continuedasariety of reasons, including:

. delays or problems in the introduction and accegganrf our new products, or delivery of existingguwots;

. changes in the demand, due to seasonality aed fattors, for the computer systems, storage stdsys and consumer electronics
containing disks our customers produce with outesgs; anc

. announcements of new products, services or tecmmalonnovations by us or our competitc

Additionally, because our systems are priceithé millions of dollars and we sell a relativelyall number of systems, our business is
inherently subject to fluctuations in revenue frqoarter to quarter due to factors such as timingrdérs, acceptance of new systems by our
customers or cancellation of those orders. For @i@nguarterly revenues in our Equipment businkssufated between $8.3 million and
$32.6 million in the last four quarters. As a réswie believe that quarter-tpuarter comparisons of our revenues and operatsigts may nc
be meaningful and that these comparisons may nahlacurate indicator of our future performanacar. @erating results in one or more
future quarters may fail to meet the expectatidriav@stment research analysts or investors, wbiehd cause an immediate and significant
decline in the trading price of our common shares.

We are exposed to risks associated with a highly concentrated customer base.

Historically, a significant portion of our rerue in any particular period has been attributtbales of our magnetic media sputtering
systems to a limited number of customers. In 2@&ggate accounted for $43.4 million, or 62% ofrevenue; and Matsubo accounted for
$7.5 million, or 11% of our revenue. Orders fromekatively limited number of magnetic disk manutaetrs have accounted for, and likely
will continue to account for, a substantial port@frour revenues. The loss of, or delays in puricigglsy, any one of our large customers
would significantly reduce potential future revesu€&he concentration of our customer base may eralstomers to demand pricing and
other terms unfavorable to us. Furthermore, theeotmation of customers can lead to extreme vaitiabi revenue and financial results frc
period to period. For example, during 2004 revenraaged between $6.4 million in the first quarted $35.0 million in the third quarter.
These factors could have a material adverse &ffecur business, financial condition and resultsperations.

The majority of our future revenue is dependent on new products. If these new products are not successful, then our results of operations
will be adversely affected.

We have invested heavily, and continue tostve the development of new products. Our sucitedsveloping and selling new products
depends upon a variety of factors, including odulitglio predict future
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customer requirements accurately, technologicahades, total cost of ownership of our systemsjrttwduction of new products on
schedule, our ability to manufacture our systenss-effectively and the performance of our systemthé field. Our new product decisions
and development commitments must anticipate coatisly evolving industry requirements significaritiyadvance of sales.

Our future revenues depend significantly anrtfarket acceptance of new products, such as @uk@8n magnetic media sputtering
system, which was first delivered in December 2@0®| our ability to cost effectively manufacturelanstall these products. Advanced
vacuum manufacturing equipment, such as the 208, liegubject to extensive customer acceptance aftslr installation at the customer’s
factory. These acceptance tests are designedittateateliable operation to specification in arsash as throughput, vacuum level, robotics,
process performance and software features andiduiadity. These tests are generally more compreherisr new systems, than for mature
systems, and are designed to highlight problemewattered with early versions of the equipment. &@mple, initial builds of the 200 Lean
experienced high initial production and warrantgtsdn comparison to our more established produes] Failure to promptly address any of
the problems uncovered in these tests could haversel effects on our business, including rescheduf backlog, failure to achieve
customer acceptance and therefore revenue reamgaii anticipated, unanticipated product, reworkwaarranty costs, penalties for non-
performance, cancellation of orders, or returnrofipcts for credit.

We are making a substantial investment to ldgva new manufacturing system to address appicatbther than magnetic media
manufacturing. We are in the concept and feagjtsliage for this new product. We have not yet cetepl a fully working prototype, and do
not expect to generate any revenue from this pitadube next twelve months. We spent $975,00®.4% of our research development ¢
related to the development of this new productdfand expect to significantly increase our lefedpending on this project in 2005. Fail
to correctly assess the size of the market, outoessfully develop a product to cost effectivalgrass the market, or to establish effective
sales and support of the new product would havatemal adverse effect on our future revenues aofitg, including loss of the Company’s
entire investment in the project.

Our LIVAR target identification and low lighdével camera technologies are designed to offaifsggntly improved capability to military
customers. We are also developing commercial ptscdhased on the technology we have developed ilmtaging business. None of our
Imaging products is currently being manufacturetigh volume, and we may encounter unforeseercdiffes when we commence volume
production of these products. Our Imaging busimgisequire substantial further investment in saéend marketing, in product development
and in additional production facilities in orderdgpand our operations. We cannot assure you thatilvsucceed in these activities or
generate significant sales of these new productslate, commercial sales of our commercial Imagirmglucts have not been significant and
we do not expect to collect significant revenue2005 from deployment of LIVAR or our other Imagipgpducts. Failure of any of these
products to perform as intended, to penetrate thankets and develop into profitable product lineso achieve their production cost
objectives, would have a material adverse effeatwrbusiness.

Demand for capital equipment is cyclical, which subjects our business to long periods of depressed revenues interspersed with periods of
unusually high revenues.

Our Equipment business sells equipment ta@kipiensive industries, which sell commodity pwots such as disk drives. When demand
for these commodity products exceeds capacity, ddrf@ new capital equipment such as ours tentte tamplified. Conversely, when
supply of these commodity products exceeds denthadiemand for new capital equipment such as euadstto be depressed. The hard disk
drive industry has historically been subject to tinggar cycles because of the long lead times agid ¢tosts involved in adding capacity, and
to seasonal cycles driven by consumer purchasitigrpa, which tend to be heaviest in the third fmuith quarters of each year.

The cyclical nature of the capital equipmenlustry means that in some years we will have uallyshigh sales of new systems, and thi
other years our sales of new systems will be sévdepressed. The timing, length and volatilittteése cycles are difficult to predict. These
cycles have affected the timing and amounts ofcogtomers’ capital equipment purchases and invedfire new technology. For example,
sales of systems for magnetic disk
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production were severely depressed from the miatii©98 until mid-2003. In addition, our disk maacdturing customers are generally more
sensitive to the cyclical nature of the hard diskalindustry, because many of their customers lir@egnal magnetic disk manufacturing
operations and will cut back their purchases dfslfsom outside suppliers first in an industry down. If we fail to anticipate or respond
quickly to the industry business cycle, it couldda material adverse effect on our business.

If the projected growth in demand for hard disk drives does not materialize and our customers do not replace or upgrade their installed
base of disk sputtering systems, then future sales of our disk sputtering systems will suffer.

From the middle of 1998 until m2B03, there was very little demand for new diskigping systems, as magnetic disk manufacturers
burdened with over-capacity and were not invesiingew disk sputtering equipment. By 2003, howewgger-capacity had diminished, three
of our customers announced plans for major capasipansions, and we shipped our first next germr&00 Lean system. Since then, sales
of our 200 Lean have increased.

Sales of our equipment for capacity expanséasdependent on the capacity expansion plansrafustomers and upon whether our
customers select our equipment for their capacsipaasions. We have no control over our customegqsaesion plans, and we cannot assure
you that they will select our equipment if theyeadgand their capacity. Our customers may not imptgreapacity expansion plans, or
may fail to win orders for equipment for those aafygexpansions, which could have a material adveffect on our business and our
operating results. In addition, some manufactumeag choose to purchase used systems from otherfataumers or customers rather than
purchasing new systems from us. Furthermore, il bk drives were to be replaced by an alternaéebnology as a primary method of
digital storage, demand for our products would dase.

Sales of our new 200 Lean disk sputteringesgstare also dependent on obsolescence and replatceithe installed base of disk
sputtering equipment. If technological advancemarntsdeveloped that extend the useful life of tistalled base of systems, then sales of our
200 Lean will be limited to the capacity expansi@eds of our customers, which would have a matadeérse effect on our operating res

We have a recent history of significant losses and may not regain annual profitability. If we do not establish profitable operationsin the
future, then our share priceislikely to decline.

The majority of our revenues and gross piadite historically been derived from sales of diglattering equipment. Sales of our disk
sputtering equipment were severely depressed fnenmiddle of 1998 until mid-2003. Also, our Imagibgsiness has yet to earn an annual
profit. We have experienced an operating loss ah e the last five fiscal years. Our operatingslos2004 was $5.2 million, and as of
December 31, 2004, we had an accumulated defigi26f7 million. To regain and sustain profitabilitye will need to increase gross margins
and generate and sustain substantially higher tevetile maintaining reasonable cost and expengdsleWe cannot assure you that we will
regain profitability in the near future, or at @hd if we do regain profitability we cannot assyoe that we will be able to sustain profitabil
on a going-forward basis. If we fail to regain ptatbility within the time frame expected by secigstanalysts or investors, then the market
price of our common stock will likely decline.

Recently enacted and proposed changesin securities laws and regulations will increase our costs.

The Sarbanes-Oxley Act of 2002 has requirethghs in some of our corporate governance, sexudisclosure and/or compliance
practices. As part of the Act’s requirements, teewities and Exchange Commission has promulgatedrales on a variety of subjects, in
addition to other rule proposals, and the NASDAQcEtMarket has enacted new corporate governanaggli'equirements. These
developments have and will continue to increaseacaounting and legal compliance costs, and cdatileéxpose us to additional liability.

Costs of compliance were significantly large2004 than originally anticipated, and costsafpliance in future periods may continue to
be unpredictable, which could have an adversetefieour financial results. In
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addition, we were unable to complete the effortmied in order to comply with Section 404 in ad¢ljnmanner in 2004, which impacted our
ability to make a timely filing of our Report on e 10-K. There can be no guarantee that we willfacé similar issues in future filings.

In addition, such developments may make retergind recruitment of qualified persons to sem@or board of directors or executive
management more difficult. We continue to evaluwaté monitor regulatory and legislative developmeanis cannot reliably estimate the
timing or magnitude of all costs we may incur assult of the Act or other related legislation egulation.

Our products are complex, constantly evolving and often must be customized to individual customer requirements.

The systems we manufacture and sell in ouigbogent business have a large number of componedtar@ highly complex, which require
us to make substantial investments in researcldanelopment. If we were to fail to develop, mantdae and market new systems or to
enhance existing systems, that failure would hawvadwverse effect on our business. We may experidelegs and technical and
manufacturing difficulties in future introductiomplume production and acceptance of new systereslmncements. In addition, some of the
systems that we manufacture must be customizect& imdividual customer site or operating requireteeln some cases, we market and
commit to deliver new systems, modules and compsneith advanced features and capabilities thaareestill in the process of designing.
We have limited manufacturing capacity and engingeresources and may be unable to complete thelal@went, manufacture and
shipment of these products, or to meet the requéelthical specifications for these products, iimeely manner. Failure to deliver these
products on time, or failure to deliver productattperform to all contractually committed specifioas, could have adverse effects on our
business, including rescheduling of backlog, failto achieve customer acceptance and thereforauevecognition as anticipated,
unanticipated rework and warranty costs, penaftieson-performance, cancellation of orders, oumebf products for credit. In addition, we
may incur substantial unanticipated costs early imoduct’s life cycle, such as increased engingernanufacturing, installation and support
costs, that we may be unable to pass on to themastand that may affect our gross margins. Sonestie work closely with our customers
to develop new features and products. In conneatitinthese transactions, we sometimes offer aopesf exclusivity to these customers.
Any of these factors could have a material adveffzt on our business.

Our sales cycleislong and unpredictable, which requires usto incur high sales and marketing expenses with no assurance that a sale will
result.

The sales cycle for our equipment systemseaa year or longer, involving individuals from rgatifferent areas of our company and
numerous product presentations and demonstratioraif prospective customers. Our sales proceshdsge systems also includes the
production of samples and customization of prodfat®ur prospective customers. We do not enter limig-term contracts with our
customers and therefore until an order is actusallymitted by a customer there is no binding comeitinto purchase our systems.

Our Imaging business is also subject to lalgsscycles because many of our products, suchrdd\@AR system, often must be designed
into our customers products, which are often comptate-of-the-art products. These developmenesyate often multi-year and our sales
are contingent on our customer successfully integgaur product into their product, completing dpment of their product and then
obtaining production orders for their product.

As a result, we may not recognize revenue foomproducts for extended periods of time aftethage completed development, and made
initial shipments of, our products, during whiciné we may expend substantial funds and manageimenand effort with no assurance that
a sale will result.

We operate in an intensely competitive marketplace, and our competitors have greater resources than we do.
In the market for our disk sputtering systems have experienced competition from competitachsas Anelva Corporation, which is a
subsidiary of NEC Corporation, and Unaxis Holdingsl, each of which has sold
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substantial numbers of systems worldwide. Up tdB19& also experienced competition from Ulvac Tetbgies, Inc. In the market for our
Imaging products, we experience competition frommpanies such as ITT Industries, Inc. and Northragn@nan Corporation, the primary
U.S. manufacturers of Generation-lll night visiaevites and their derivative products. Our competitave substantially greater financial,
technical, marketing, manufacturing and other resmsithan we do. We cannot assure you that our ettoys will not develop enhanceme
to, or future generations of, competitive produbts offer superior price or performance featukdéisawise, we cannot assure you that new
competitors will not enter our markets and developh enhanced products. Accordingly, competitiagrofa customers is intense, and our
competitors have historically offered substantiétipg concessions and incentives to attract ostauers or retain their existing customers.

Our I maging business depends heavily on government contracts, which are subject to immediate termination and are funded in
increments. The termination of or failure to fund one or more of these contracts could have a negative impact on our operations.

We sell many of our Imaging products and ssEwvidirectly to the U.S. government, as well gwime contractors for various U.S.
government programs. In 2002, 2003 and 2004, 1&%, @nd 12%, respectively of our consolidated reesmwere derived from government
contracts. Generally, government contracts areesubp oversight audits by government represer@atand contain provisions permitting
termination, in whole or in part, without prior inc# at the government’s convenience upon the payofearompensation only for work done
and commitments made at the time of termination.caf@eot assure you that one or more of the goverhoomtracts under which we or our
customers operate will not be terminated undergtie@sumstances. Also, we cannot assure you thatrwer customers would be able to
procure new government contracts to offset themees lost as a result of any termination of existiantracts, nor can we assure you that we
or our customers will continue to remain in goaghsling as federal contractors. The loss of onearergovernment contracts by us or our
customers could have a material adverse effecuooperating results.

Furthermore, the funding of multi-year goveemhprograms is subject to congressional apprapnisitand there is no guarantee that the
U.S. government will make further appropriationeeToss of funding for a government program woeklit in a loss of anticipated future
revenues attributable to that program. That cautdease our overall costs of doing business and dawaterial adverse effect on our
operating results.

In addition, sales to the U.S. governmentigsmgrime contractors may be affected by changgsdnurement policies, budget
considerations and political developments in th&edhStates or abroad. The influence of any ofdlastors, which are beyond our control,
could also negatively impact our financial conditi®Ve also may experience problems associatedaditanced designs required by the
government which may result in unforeseen techncébglifficulties and cost overruns. Failure to ox@me these technological difficulties
and the occurrence of cost overruns would havetariahadverse effect on our business.

We may not be successful in maintaining and obtaining the necessary export licenses to conduct operations abroad, and the United States
government may prevent proposed salesto foreign customers.

Many of our Imaging products require exparefises from United States Government agencies timel&xport Administration Act, the
Trading with the Enemy Act of 1917, the Arms Exp@ct of 1976 and the International Trading in ArRegulations (“ITAR"). We can give
no assurance that we will be successful in obtgiaihthe licenses necessary to export our prod&oggort to countries which are not
considered by the United States Government tolles & also likely to be prohibited. This limitset potential market for our products. Fail
to obtain, or delays in obtaining, or revocatiorpoéviously issued licenses would prevent us frefting our products outside the United
States, may subject us to fines or other penakies would have a material adverse effect on osiness, financial condition and results of
operations.

Our sales of disk sputtering systems are dependent on substantial capital investment by our customers, far in excess of the cost of our
products.

Our customers must make extremely large dagxf@enditures in order to purchase our systemsoémer
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related equipment and facilities. These costsarafexcess of the cost of our systems alone nfdmgnitude of such capital expenditures
requires that our customers have access to larger@mof capital and that they be willing to invidwsit capital over long periods of time to be
able to purchase our equipment. The magnetic dakufacturing industry has not made significant tald$ to its production capacity until
recently. Some of our potential customers may ealing or able to make the magnitude of capitaestment required, especially during a
downturn in either the overall economy or the hdisk drive industry.

Our stock priceisvolatile.

The market price and trading volume of our own stock has been subject to significant volgtibiind this trend may continue. Over the
past 12 months, the closing price of our commoaokstas traded on The Nasdaq National Market, flatetd from a low of $3.92 to a high of
$12.00 per share. The value of our common stockaealine regardless of our operating performangaaspects. Factors affecting our
market price include:

. our perceived prospect

. variations in our operating results and whetheaal@eve our key business targe

. sales or purchases of large blocks of our st

. changes in, or our failure to meet, our revenueeardings estimate

. changes in securities analy buy or sell recommendatior

. differences between our reported results and tergected by investors and securities anal'

. announcements of new contracts, products or teogiual innovations by us or our competitc

. market reaction to any acquisitions, joint ventuwrestrategic investments announced by us or ompeditors;
. our high fixed operating expenses, including resteand development expens

. developments in the financial markets; i

. general economic, political or stock market comdisi in the United States and other major regiomghiich we do busines

For example, in July 2004 when we announceatidhr gross margin and gross revenue for theweatd be under the expectations of
investment analysts, our stock price dropped byagmately half. In addition, the general econonpiglitical, stock market and hard drive
industry conditions that may affect the market @€ our common stock are beyond our control. Theket price of our common stock at :
particular time may not remain the market pricéhim future. In the past, securities class actiggaliion has been instituted against companies
following periods of volatility in the market pria# their securities. Any such litigation, if instted against us, could result in substantial ¢
and a diversion of management’s attention and ressu

Our future success depends on international sales and the management of global operations

International sales accounted for 68% of traaénues in 2004 and 77% of our revenues duriagithmonths ended July 2, 2005. We
currently have a customer support office in Singafmd are in the process of opening customer stipfiices in China and Japan. We
expect that international sales will continue toamt for a significant portion of our total revenin future years. We market to customers
located in the Far East in countries such as Clmgan, Malaysia, Singapore and Taiwan. We arestutg various challenges related to the
management of global operations, and internatisal@ls are subject to risks including, but not kaito regional economic and political
conditions, challenges in staffing and managingifpr operations, changes in currency
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controls, potentially adverse tax consequencetgrdifice in enforcement of intellectual propertyhtggand fluctuation in interest and currency
exchange rates. Any of these factors could havatanmal adverse effect on our business and operetisults.

Changesin existing financial accounting standards or practices or taxation rules or practices may adversely affect our results of
operations.

Changes in existing accounting or taxatioeswr practices, new accounting pronouncementsxatibn rules, or varying interpretations
current accounting pronouncements or taxation jmecbuld have a significant adverse effect onresults of operations or the manner in
which we conduct our business. Further, such ctsaogeld potentially affect our reporting of transaics completed before such changes are
effective. For example, we currently are not reegiito record stock-based compensation chargesnmga in connection with stock options
grants to our employees. However, Financial Acdoagnbtandards Board (FASB) 123R, “Stock-Based Paysiavill require us to record
stock-based compensation charges to earnings fologee stock option grants commencing in the fitsarter of 2006. Such charges will
negatively impact our earnings.

We are required to evaluate our internal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of 2002 and any
adverse results from such evaluation could result in aloss of investor confidencein our financial reports and have an adverse effect on
our stock price.

Pursuant to Section 404 of the Sarbanes-Oxt¢wf 2002 (Section 404), we are required to fsinna report by our management on our
internal control over financial reporting. Suchagpcontains, among other matters, an assessmém effectiveness of our internal control
over financial reporting as of the end of our flsgear, including a statement as to whether oronotinternal control over financial reporting
is effective. This assessment must include discébetiany material weaknesses in our internal cbotver financial reporting identified by
management. The report must also contain a statehegrour auditors have issued an attestationrt@momanagement’s assessment of our
internal controls.

The Committee of Sponsoring OrganizationshefTreadway Commission (COSO) provides a framev@mrkompanies to assess and
improve their internal control systems. Auditing&dard No. 2 provides the professional standardselated performance guidance for
auditors to attest to, and report on, managemeassessment of the effectiveness of internal aloower financial reporting under Section 4
Management’s assessment of internal controls avanéial reporting requires management to makeestibe judgments, and, particularly
because Section 404 and Auditing Standard No. Rendy effective, some of the judgments will beaireas that may be open to
interpretation. Therefore the report is especidifficult to prepare.

We were not able to assert, in our managenwatifications filed with our Annual Report on Forifi-K, that our internal control over
financial reporting was effective as of DecemberZ104, as our management identified three mateeaknesses in our internal control over
financial reporting. This or any future inability &ssert that our internal controls over finangglorting are effective for any given reporting
period (or if our auditors are unable to attest tha management’s report is fairly stated or éttare unable to express an opinion on the
effectiveness of our internal controls), could @us to lose investor confidence in the accuradycampleteness of our financial reports,
which could have an adverse effect on our stoatepri

Our dependence on suppliersfor certain parts, some of them sole-sourced, makes us vulnerable to manufacturing interruptions and
delays, which could affect our ability to meet customer demand.

We are a manufacturing business. Purchasésl gamstitute the largest component of our prodast. Our ability to manufacture depends
on the timely delivery of parts, components, anoassemblies from suppliers. We obtain some of @yeckmponents and sub-assemblies
used in our products from a single supplier omatéd group of suppliers. If any of our suppliead fo deliver quality parts on a timely basis,
we may experience delays in manufacturing, whialiccoesult in delayed product deliveries or inceghsosts to expedite deliveries or
develop alternative suppliers. Development of aliéve suppliers could require redesign of our patsl Any or all of these factors could
have a material adverse effect on our busines®paditing results.
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Our business depends on theintegrity of our intellectual property rights.

The success of our business depends upormitgtefjour intellectual property rights and we ocahassure you that:

. any of our pending or future patent applicationt & allowed or that any of the allowed applicasawill be issued as paten

. any of our patents will not be invalidated, deemadnforceable, circumvented or challenc

. the rights granted under our patents will providepetitive advantages to

. any of our pending or future patent applicationt issue with claims of the scope that we soudhdt &ll;

. other parties will not develop similar productsplicate our products or design around our patemi

. our patent rights, intellectual property laws or agreements will adequately protect our intellabproperty or competitive positio
Failureto protect our intellectual property rights adequately could have a material adverse effect on our business.

We provide products that are expected to thawvg useful lives and that are critical to our ousérs’ operations. From time to time, as part
of business agreements, we place portions of d¢elteatual property into escrow to provide assueatocour customers that our technology
will be available to them in the event that we anable to support them at some point in the future.

From time to time, we have received claimg @ are infringing third parties’ intellectual erty rights. We cannot assure you that third
parties will not in the future claim that we hawéringed current or future patents, trademarkstbeoproprietary rights relating to our
products. Any claims, with or without merit, could timeeonsuming, result in costly litigation, cause proidghipment delays or require us
enter into royalty or licensing agreements. Sugfalty or licensing agreements, if required, may m®available on terms acceptable to us.
Any of the foregoing could have a material advef§ect on our business.

Our businessis based in Northern California, where operating costs are high and competition for employeesisintense.

Our U.S. operations are located in Santa C@adifornia and Fremont, California, where thetaafsdoing business and recruiting
employees is high. Failure to manage these codtsadd have a material adverse effect on our afpeg results. Additionally, our operating
results depend, in large part, upon our abilityetain and attract qualified management, engingenrarketing, manufacturing, customer
support, sales and administrative personnel. Furtbee, we compete with similar industries, sucthassemiconductor industry, for the same
pool of skilled employees. Failure to attract aethin qualified personnel could have a materiakasky effect on our business.

Businessinterruptions, such as earthquakes or other natural or man-made disasters, could disrupt our operations and adversely affect our
business.

Our operations are vulnerable to interrupbgrfire, earthquake, power loss, telecommunicatfaisre, unauthorized intrusion and other
catastrophic events beyond our control. Our coetiiey plans for addressing these kinds of eventsrmotipe sufficient to prevent system
failures and other interruptions in our operatithet have a material adverse effect on our busiretditionally, our suppliers’ suffering
similar business interruptions could
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have an adverse effect on our manufacturing ablfigny natural or man-made disasters do occurpparations could be disrupted for
prolonged periods, which could have a material esbreffect on our business.

Changesin demand caused by fluctuationsin interest and currency exchange rates may reduce our international sales.

Sales and operating activities outside ofdhéed States are subject to inherent risks, irialyifluctuations in the value of the U.S. dollar
relative to foreign currencies, tariffs, quotagemand other market barriers, political and ecdodnstability, restrictions on the export or
import of technology, potentially limited intellewl property protection, difficulties in staffingiéh managing international operations and
potentially adverse tax consequences. We earméisant portion of our revenue from internatiosales, and there can be no assurance that
any of these factors will not have an adverse effacour ability to sell our products or operatéste the United States. We market to
customers located in the Far East in countries agdbhina, Japan, Malaysia, Singapore and Taiwan.

We currently quote and sell the majority of ptoducts in U.S. dollars. From time to time, waynenter into foreign currency contracts in
an effort to reduce the overall risk of currenayctliations to our business. However, there carolesaurance that the offer and sale of
products denominated in foreign currencies, anddlated foreign currency hedging activities, wiitit adversely affect our business.

Our principal competitor for disk sputteringugpment is based in Japan and has a cost struzdses] on the Japanese yen. Accordingly,
currency fluctuations could cause the price ofgmaducts to be more or less competitive than omcpral competitor’s products. Currency
fluctuations will decrease or increase our costcstire relative to those of our competitors, wiiohld lessen the demand for our products
and affect our competitive position.

We routinely evaluate acquisition candidates and other diversification strategies.

We have completed a number of acquisitiorsaasof our efforts to expand and diversify ourinass. For example, our business was
initially acquired from Varian Associates in 19%¥e acquired our gravity lubrication and rapid thakprocessing product lines in two
acquisitions. We sold the rapid thermal procespimgiuct line in November 2002. We also acquiredRREC electron beam processing
business in late 1997, and subsequently closedtisiness. We intend to continue to evaluate neiaition candidates, divestiture and
diversification strategies. Any acquisition invobveumerous risks, including difficulties in the iastation of the acquired company’s
employees, operations and products, uncertains®scéated with operating in new markets and workiit) new customers, and the poten
loss of the acquired company’s key employees. Aaldiily, unanticipated expenses, difficulties andsequences may be incurred relating to
the integration of technologies, research and dgweént, and administrative and other functions. Anyre acquisitions may also result in
potentially dilutive issuance of equity securitiasquisition- or divestiture-related write-offstbhe assumption of debt and contingent
liabilities. Any of the above factors could haveaterial adverse effect on our business.

We use hazardous materials and are subject to risks of non-compliance with environmental and safety regulations.

We are subject to a variety of governmentaiitations 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 manufactygmocess, or substantial civil penalties or
criminal fines against us or our officers, direstor employees. Additionally, these regulationd@oequire us to acquire expensive
remediation or abatement equipment or to incurtsubisl expenses to comply with them. Failure toperly manage the use, disposal or
storage of, or adequately restrict the releashadfardous or toxic substances could subject ugnifisant liabilities.
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Future sales of shares of our common stock by our officers, directors and affiliates could cause our stock price to decline.

Substantially all of our common stock may bkl svithout restriction in the public markets. Sésheld by our directors, executive officers
and affiliates are subject to volume and mannesatd restrictions, and as otherwise describeddridlhowing sentence. We have an
agreement with Foster City LLC and Redemco LLC tiaés Foster City and Redemco the right to requsréo file a registration statement
on Form S3, registering the resale of all shares of our comstock held by Foster City and Redemco. In Ma52@Redemco LLC exercis
that right and requested that we register the&a?000,000 shares at any time and in any manadefRco LLC chooses. We are currentl
the process of seeking to have a registrationratié covering such sales declared effective. Sdlasubstantial number of shares of
common stock in the public market or the perceptitt these sales could occur could materiallyahaersely affect our stock price and
make it more difficult for us to sell equity sedig$ in the future at a time and price we deem @ute.

Anti-takeover provisionsin our charter documents and under California law could prevent or delay a change in control, which could
negatively impact the value of our common stock by discouraging a favorable merger or acquisition of us.

Our articles of incorporation authorize ouatbof directors to issue up to 10,000,000 shafrpsaderred stock and to determine the
powers, preferences, privileges, rights, includinging rights, qualifications, limitations and neéstions of those shares, without any further
vote or action by the shareholders. The rightiefttolders of our common stock will be subjectind may be adversely affected by, the
rights of the holders of any preferred stock thatmay issue in the future. The issuance of pradesteck could have the effect of delaying,
deterring or preventing a change in control andacadversely affect the voting power of your shatesaddition, provisions of California la
could make it more difficult for a third party teguire a majority of our outstanding voting stogkdiscouraging a hostile bid, or delaying or
deterring a merger, acquisition or tender offewtrich our shareholders could receive a premiunttfeir shares or a proxy contest for control
of our company or other changes in our management.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

Interest rate riskOur exposure to market risk for changes in interasts relates primarily to our investment portfolive do not use
derivative financial instruments in our investmpattfolio. We place our investments with high gtyatiredit issuers and, by policy, limit the
amount of credit exposure to any one issuer. Sleomt-investments typically consist of investmentsommercial paper and market auction
rate bonds.

The table below presents principal amountsratated weighted-average interest rates by yearatfirity for our investment portfolio at
July 2, 2005.

Fair
2005 2006 2007 Beyond Total Value
Cash equivalent
Fixed rate amount $ 4,99/ — — — $ 4,99/ $ 4,99:
Weightec-average rat 2.97%
Variable rate amoun $10,87¢ — — — $10,87¢ $10,87¢
Weightec-average rat 2.95%
Shor-term investment
Fixed rate amount $15,44¢ $ 8,03( — — $23,47¢ $23,33:
Weightec-average rat 2.51% 2.1%%
Long-term investment
Fixed rate amount — — — — — —
Weighted average ra
Total investment portfoli $31,31¢ $ 8,03( — — $39,34¢ $39,20(
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Foreign exchange rislErom time to time, we enter into foreign currenogwfard exchange contracts to economically heddgmicesf our
anticipated foreign currency transaction, transtaind re-measurement exposures. The objectiesétcontracts is to minimize the impact
of foreign currency exchange rate movements oroparating results. At July 2, 2005, we had no fpreiurrency forward exchange
contracts.

Item 4. Controls and Procedures

Evaluation of disclosure controls and proceduM& maintain a set of disclosure controls and prom=sithat are designed to ensure that
information relating to Intevac, Inc. required ® disclosed in periodic filings under Securitiexange Act of 1934, or Exchange Act, is
recorded, processed, summarized and reportedrimedytmanner under the Exchange Act. In conneatitih the filing of this Form 10-Q for
the quarter ended July 2, 2005, as required undier FBa-15(b) of the Exchange Act, an evaluation earied out under the supervision and
with the participation of management, including @igief Executive Officer and Chief Financial Officef the effectiveness of our disclosure
controls and procedures as of the end of the peowdred by this quarterly report. Based on theumation, our Chief Executive Officer and
Chief Financial Officer concluded that our disclgsaontrols and procedures were not effective asilyf2, 2005 as a result of the one
material weakness not remediated of the three mhteeaknesses reported in our Form 10-K for thedi year ended December 31, 2004,
and discussed below.

Changes in internal controlén our Management's Report over Internal Contralsich was contained in our Form 10-K for the fiscal
year ending December 31, 2004, we reported threerrabweaknesses and the steps we proposed tikiegnediate such weaknesses. A
December 31, 2004, we concluded that we did nohta@i effective controls over (1) aspects of thadging Business, (2) approval of
inventory cycle count adjustments, and (3) docuatént related to our quarterly review and apprafaxcess and obsolete inventory
reserves. In the first quarter of 2005, we begé#ortsfto remediate the material weaknesses. Spaltifj our evaluation and remediation
efforts were as follows:

Imaging Business -We determined during the course of our year-end that projected, rather than approved, billintesawere
used to calculate revenue for cost-plus-fixee-technology development contracts. In addifiomnal entries for revenue recognition ¢
the related documentation were not subjected tquate review and approval.

We also determined during the course of oarsgmd audit that firm fixed-price technology dephent contracts were not being
accounted for in accordance with U.S. GAAP for fiired-price contracts. This would have resultedmnoverstatement of revenue and
operating profit had it not been discovered priothie public release of our 2004 earnings.

We also determined during the course of oarymd audit that a receivable greater than oneoldéhad not been reserved as a bad
debt. During the fourth quarter of 2004, we impleteel a bad debt policy that required receivablesiagore than one year to be fully
reserved. Our review did not include unbilled rgables and we did not establish the appropriatedie#ti reserve. This would have
resulted in an understatement of bad debt expersarmoverstatement of operating profit had itesn discovered prior to the public
release of our 2004 earnings.

To remediate this material weakness, durieditist quarter of 2005, we retrained our accoun§taff in proper application of revenue
recognition policies and implemented policies regag analyzing contracts for proper revenue redimniaccounting. We also changed
our process for evaluating accounts receivablesoe that all balances are reviewed for collédtjton a regular basis. During both the
first and second quarters of 2005, we tested theaoamtrols and found them to be working effectivélye believe that this material
weakness has been remediated.
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Approval of Inventory Cycle Count Adjustmentdie-routinely cycle count our stockroom inventoidesl make corrections to our
inventory balances as a result of those cycle soWke determined late in 2004 that the cycle cadpistments were being made, but
without written approval by management as requingdur internal control policies. Management auaiion of cycle count
adjustments is necessary to reduce the potenta eimployee using a cycle count adjustment toeadractheft of inventory.

To remediate this material weakness, the rement for the appropriate management approvadl ofee count adjustments was re-
emphasized in December 2004. During the first guanrt 2005, we tested a significant sample of gredeccount adjustments and found
them to be properly approved. We believe thatriaserial weakness has been remediated.

Documentation of Excess and Obsolete InventoryrReszalculation Review and Approval We determine, on a quarterly basis, the
level of reserves required related to excess asdlete inventory. Excess and obsolete inventomrves are an estimate, which requires
significant judgment on the part of management. Chief Financial Officer reviews and approves thestimates on a quarterly basis.
Given the significant nature of the estimate, wieidmined during the course of our internal conteslaluation that improved
documentation of those reviews was needed.

To begin remediation of this material weaknesshave documented the management review ofithgeyly excess and obsolete
calculations in each of the last two quarters. @dleulations surrounding the excess and obsolgtérements are complex, and the
reviews and corresponding documentation requirdtibes modified as additional risk areas are idiéedi. Remediation efforts are
underway and we expect to complete remediatioherthird quarter of 2005.

We believe each of the changes discussed abavehange in our internal controls over finaha@orting which was identified in
connection with the evaluation required by Rulea)3(5(d) of the Exchange Act that occurred duringsecond quarter ended July 2, 2005
that has materially affected, or is reasonablylyilte materially affect, our internal controls overancial reporting.

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are involved in clainmldegal proceedings that arise in the ordinarys®of business. We expect that the number
and significance of these matters will increasewsbusiness expands. Any claims or proceedingsistgas, whether meritorious or not,
could be time consuming, result in costly litigatieequire significant amounts of management tiregylt in the diversion of significant
operational resources, or require us to enterrinyalty or licensing agreements which, if requiredy not be available on terms favorable to
us or at all. We are not presently party to anyslaitvor proceeding that, in our opinion, is likétyseriously harm our business.
Item 2. Unregistered Sales of Equity Securities andse of Proceeds

None.

Item 3. Defaults Upon Senior Securities

None.
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Item 4. Submission of Matters to a Vote of Securityolders

Our annual meeting of shareholders was held M&a 2005. The following actions were taken as thieeting:

Abstentions
Affirmative Negative Votes and Broker
Votes Votes Withheld Non-Votes
(a) Election of Director:
Norman H. Pon( 20,017,53 4,66¢ — 277,30t
Kevin Fairbairn 20,009,73 12,46: — 277,30t
David S. Dury 20,018,43 3,764 — 277,30t
Stanley J. Hill 19,983,77 38,42" — 277,30¢
David N. Lambett 19,793,24 228,95: — 277,30t
Robert Lemo: 19,913,93 108,26: — 277,30¢
Arthur L. Money 15,064,92 4,957,27 — 277,30t
(b) Proposal to approve an amendment to the Con’s
Bylaws to increase the range of authori
directors to a range of five to nil 20,006,34 15,35t — 277,80t
(c) Ratification of Grant Thornton LLP ¢
independent public accountal 20,020,6! 4 10( — 278,80:
Item 5. Other Information
None.
Item 6. Exhibits
The following exhibits are filed herewith:
Exhibit
Number Description
3.2 Bylaws of the Registrat
31.1 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 andi@tary Pursuant to
Section 302 of the Sarbar-Oxley Act of 2002
32.1 Certification Pursuant to U.S.C. 1350 adopted Pamsto Section 906 of the Sarba-Oxley Act of 2002
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SIGNATURES

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

INTEVAC, INC.

Date: August 11, 2005 By: /s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer’

Date: August 11, 2005 By: /s/ CHARLES B. EDDY Il
Charles B. Eddy llI
Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Office
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EXHIBIT INDEX
Exhibit
Number Description
3.2 Bylaws of the Registrat
31.1 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 an@i®&ary Pursuant to

Section 302 of the Sarbal-Oxley Act of 2002

32.1 Certification Pursuant to U.S.C. 1350 adopted Pamsto Section 906 of the Sarba-Oxley Act of 2002
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BYLAWS
OF
INTEVAC, INC.
ARTICLE |
OFFICES
Section 1. PRINCIPAL OFFICESThe Board of Directors shall fix the locationtb& principal executive office of the corporatidraay

place within or outside the State of Californiath& principal executive office is located outsibis state, and the corporation has one or more
business offices in this state, the Board of Doesshall fix and designate a principal businefise®in the State of California.

Section 2. OTHER OFFICES he Board of Directors may at any time estalflisinch or subordinate offices at any place or gladeere
the corporation is qualified to do business.

ARTICLE Il

MEETINGS OF SHAREHOLDERS

Section 1. PLACE OF MEETINGSVeetings of shareholders shall be held at angeplathin or outside the State of California desitgl
by the Board of Directors. In the absence of arphgiesignation, shareholders’ meetings shall be &tehe principal executive office of the
corporation.

Section 2. ANNUAL MEETING The annual meeting of shareholders shall be émith year on such date and at a time designattteby
Board of Directors. At each annual meeting Dires&iall be elected, and any other proper businagshe transacted.

Section 3. SPECIAL MEETINGA special meeting of the shareholders may bedalt any time by the Board of Directors, or by the
chairman of the Board, or by the president, or by or more shareholders holding shares in the ggtgentitled to cast not less than ten
percent (10%) of the votes at that meeting.

If a special meeting is called by any persopeysons other than the Board of Directors, tlgeiest shall be in writing, specifying the time
of such meeting and the general nature of the basiproposed to be transacted, and shall be d=liyparsonally or sent by registered mail or
by telegraphic or other facsimile transmission® ¢hairman of the Board, the president, any viesigent, or the secretary of the
corporation. The officer receiving the request ktalise notice to be promptly given to the shamdrsl entitled to vote, in accordance with
the provisions of
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Sections 4 and 5 of this Article Il, that a meetmidj be held at the time requested by the persgmessons calling the meeting, not less than
thirty-five (35) nor more than sixty (60) days aftee receipt of the request. If the notice isgigen within twenty (20) days after receipt of
the request, the person or persons requesting&l&mg may give the notice. Nothing contained is garagraph of this Section 3 shall be
construed as limiting, fixing or affecting the timé&en a meeting of shareholders called by acticgh@Board of Directors may be held.

Section 4. NOTICE OF SHAREHOLDERBIEETINGS. All notices of meetings of shareholders shalseet or otherwise given in
accordance with Section 5 of this Article 1l nosdethan ten (10) (or, if sent by third-class nthikty (30) days) nor more than sixty (60) days
before the date of the meeting. The notice shaitiépthe place, date and hour of the meeting 8rid the case of a special meeting, the
general nature of the business to be transactdd) orthe case of the annual meeting, those enativhich the Board of Directors, at the time
of giving the notice, intends to present for actignthe shareholders. The notice of any meetinghath Directors are to be elected shall
include the name of any nominee or nominees whothgaime of notice, management intends to prefeerglection.

If action is proposed to be taken at any megfbr approval of (i) a contract or transactiomihich a Director has a direct or indirect
financial interest, pursuant to Section 310 of@uweporations Code of California (the “Code”), @i amendment of the Articles of
Incorporation, pursuant to Section 902 of that Cdiii¢ a reorganization of the corporation, pursutd Section 1201 of that Code, (iv) a
voluntary dissolution of the corporation, pursuenSection 1900 of that Code, or (v) a distributiomissolution other than in accordance
with the rights of outstanding preferred sharesspant to Section 2007 of that Code, the noticd alsn state the general nature of that
proposal.

Section 5. MANNER OF GIVING NOTICE; AFFIDAVIOF NOTICE. Notice of any meeting of shareholders shall vegieither
personally or by first-class mail (unless the cogpion has 500 or more shareholders determinedoaided by the California Corporations
Code on the record date for the meeting, in whademotice may be sent by third-class mail) ogteleh or other written communication,
charges prepaid, addressed to the shareholder atittress of that shareholder appearing on thestmfgke corporation or given by the
shareholder to the corporation for the purposeotita. If no such address appears on the corpaotatimoks or is given, notice shall be
deemed to have been given if sent to that sharehbldfirst-class mail or telegraphic or other venit communication to the corporation’s
principal executive office, or if published at leasce in a newspaper of general circulation inctventy where that office is located. Notice
shall be deemed to have been given at the time dakrered personally or deposited in the mailantdy telegram or other means of wri
communication.

If any notice addressed to a shareholdereahtitress of that shareholder appearing on theshaidke corporation is returned to the
corporation by the United States Postal Servicekathto indicate that the United States Postal Serigi unable to deliver the notice to the
shareholder at that address, all future noticesmorts shall be deemed to have been duly givemowitfurther mailing
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if these shall be available to the shareholder ottem demand of the shareholder at the princigatative office of the corporation for a
period of one year from the date of the givinghaf hotice.

Any affidavit of the mailing or other meansgi¥ing any notice of any shareholders’ meetindldhmexecuted by the secretary, assistant
secretary, or any transfer agent of the corporajivimg the notice, and shall be filed and maingdiin the minute book of the corporation.

Section 6. QUORUNM The presence in person or by proxy of the holdéesmajority of the shares entitled to vote at areeting of
shareholders shall constitute a quorum for thestietion of business. The shareholders presendalyacalled or held meeting at which a
qguorum is present may continue to do business adijlurnment, notwithstanding the withdrawal of eglo shareholders to leave less than a
quorum, if any action taken (other than adjournhinapproved by at least a majority of the shaggsiired to constitute a quorum.

Section 7. ADJOURNED MEETING; NOTICFAny shareholders’ meeting, annual or special,tihdreor not a quorum is present, may be
adjourned from time to time by the vote of the migjoof the shares represented at that meetinigereih person or by proxy, but in the
absence of a quorum, no other business may beatruksat that meeting, except as provided in Seétiof this Article 1.

When any meeting of shareholders, either drovugpecial, is adjourned to another time or pladice need not be given of the adjourned
meeting if the time and place are announced atedingeat which the adjournment is taken, unleseva record date for the adjourned mee
is fixed, or unless the adjournment is for morentfaty-five (45) days from the date set for the@oral meeting, in which case the Board of
Directors shall set a new record date. Notice gfsarch adjourned meeting shall be given to eacteblotder of record entitled to vote at the
adjourned meeting in accordance with the provisafrSections 4 and 5 of this Article 1l. At any adjned meeting the corporation may
transact any business which might have been trgethat the original meeting.

Section 8. VOTING The shareholders entitled to vote at any meetfrehareholders shall be determined in accordarittetiae provision
of Section 11 of this Article Il, subject to theopisions of Sections 702 to 704, inclusive, of @wporations Code of California (relating to
voting shares held by a fiduciary, in the name obgporation, or in joint ownership).

The voting at all meetings of shareholdersdnes be by ballot, but any qualified shareholdefiobe the voting begins may demand a stock
vote whereupon such stock vote shall be taken bgthaach of which shall state the name of theeahalder voting and the number of shares
voted by such shareholder, and if such ballot Is¢ lmaa proxy, it shall also state the name of sarolxy.

At any meeting of the shareholders, everyetialder having the right to vote shall be entitedote in person, or by proxy appointed in a
writing subscribed by such shareholder and bearidgte not more than eleven (11) months prioritbrs@eting, unless the writing states it is
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irrevocable and is held by a person specified ictiSe 705(e) of the California Corporations Codewhich event it is irrevocable for the
period specified in said writing.

Except as otherwise provided in the Articlégnhcorporation, each outstanding share, regardiéskass, shall be entitled to one vote on
each matter submitted to a vote of shareholdersHdoeholder shall be entitled to cumulate sucheizdder’s votes for any Director. The
preceding sentence of this provision shall becoffeetive only when the Corporation becomes a listeporation within the meaning of
Section 301.5 of the California Corporations Code.

Section 9. WAIVER OF NOTICE OR CONSENT BY ABSE SHAREHOLDERS. The transactions of any meeting of shareholders,
either annual or special, however called and ndtiaed wherever held, shall be as valid as thougleeting had been duly held after regular
call and natice, if a quorum be present eitherarspn or by proxy, and if, either before or after meeting, each person entitled to vote, who
was not present in person or by proxy, signs aevritvaiver of notice or a consent to a holdinghef meeting, or an approval of the minutes.
The waiver of notice or consent need not specifyeeithe business to be transacted or the purdasgyannual or special meeting of
shareholders, except that if action is taken oppsed to be taken for approval of any of thoseemagpecified in the second paragraph of
Section 4 of this Article II, the waiver of notice consent shall state the general nature of thegsal. All such waivers, consents or
approvals shall be filed with the corporate recandmade a part of the minutes of the meeting.

Attendance by a person at a meeting shall@sstitute a waiver of notice of that meeting,eptovhen the person objects, at the
beginning of the meeting, to the transaction of bmginess because the meeting is not lawfully dalleconvened, and except that attendance
at a meeting is not a waiver of any right to objedhe consideration of matters not included mltice of the meeting if that objection is
expressly made at the meeting.

Section 10. SHAREHOLDER ACTIONAny action required or permitted to be taken sy holders of the Common Stock or Preferred
Stock of the Corporation must be effected at a dalied annual or special meeting of such holdetsraay not be effected by any consent in
writing by such holders other than a written consgrsuch a meeting.

Section 11. RECORD DATE FOR SHAREHOLDER NOTIGETING, AND GIVING CONSENTS For purposes of determining the
shareholders entitled to give consent to corpaeati®n without a meeting, the Board of Directorgyrfig, in advance, a record date, which
shall not be more than sixty (60) days nor lesa tea (10) days before the date of any such meedimdjin this event only shareholders of
record on the date so fixed are entitled to nadiveé to vote or to give consents, as the case mayobwithstanding any transfer of any shares
on the books of the corporation after the recore daxcept as otherwise provided in California Gah€orporations Law.
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If the Board of Directors does not so fix aoel date:

(a) The record date for determining shaladrs entitled to notice of or to a vote at a nimgedf shareholders shall be at the close of
business on the business date next preceding yhermdahich notice is given or, if notice is waived,the close of business on the business
day next preceding the day on which the meetirgpid.

(b) The record date for determining shaleéérs for any other purpose shall be at the abdgrisiness on the day on which the Board of
Directors adopts the resolution relating theretdhe sixtieth (60th) day before the date of suitfeoaction, whichever is later.

Section 12. PROXIESEvery person entitled to vote for Directors oramy other matter shall have the right to do dwegiin person or by
one or more agents authorized by a written proggesil by the person and filed with the secretathefcorporation. A proxy shall be deemed
signed if the shareholder’s name is placed on thryp(whether by manual signature, typewritingetghphic transmission, or otherwise) by
the shareholder or the shareholder’s attorneydh favalidly executed proxy which does not stdugt it is irrevocable shall continue in full
force and effect unless (i) revoked by the persateting it, before the vote pursuant to that prdoyya writing delivered to the corporation
stating that the proxy is revoked, or by a subsegpmxy executed by, or attendance at the meetigvoting in person by, the person
executing the proxy; or (ii) written notice of tdeath or incapacity of the maker of that proxyeisaived by the corporation before the vote
pursuant to that proxy is counted; provided, howgthat no proxy shall be valid after the expirataf eleven (11) months from the date of
the proxy, unless otherwise provided in the praXye revocability of a proxy that states on its ftta it is irrevocable shall be governed by
the provisions of Sections 705(e) and 705(f) ofGlweporations Code of California.

Section 13. INSPECTORS OF ELECTIOBefore any meeting of shareholders, the Boafdifctors may appoint any persons other
than nominees for office to act as inspectors @ftedn at the meeting or its adjournment. If ngaxtors of election are so appointed, the
chairman of the meeting may, and on the requeabpfhareholder or a shareholdgstoxy shall appoint inspectors of election atriteeting
The number of inspectors shall be either one (th@e (3). If inspectors are appointed at a mgaimthe request of one or more shareho
or proxies, the holders of a majority of sharetheir proxies present at the meeting shall deteemihether one (1) or three (3) inspectors are
to be appointed. If any person appointed as inspéails to appear or fails or refuses to act,chairman of the meeting may, and upon the
request of any shareholder or a shareholder’s psball, appoint a person to fill that vacancy.

These inspectors shall:

(a) Determine the number of shares outitgnand the voting power of each, the shares’asgted at the meeting, the existence of a
qguorum, and the authenticity, validity, and effetproxies;

(b) Receive votes, ballots, or consents;




(c) Hear and determine all challenges@unektions in any way arising in connection with gt to vote;
(d) Count and tabulate all votes or cotsen

(e) Determine when the polls shall close;

(f) Determine the result; and

(g) Do any other acts that may be propeoinduct the election or vote with fairness teshkreholders.

ARTICLE Il

DIRECTORS

Section 1. POWERSSubject to the provisions of the California Gehé&orporation Law and any limitation in the Argslof
Incorporation and these Bylaws relating to actiegquired to be approved by the shareholders orépttstanding shares, the business and
affairs of the corporation shall be managed andalborate powers shall be exercised by or undedittection of the Board of Directors.

Without prejudice to these general powers, arigect to the same limitations, the Directordidtave the power to:

(a) Select and remove all officers, agesutsl employees of the corporation; prescribe anyeps and duties for them that are consistent
with law, with the Articles of Incorporation, andtivthese Bylaws; fix their compensation; and regfiiom them security for faithful service.

(b) Change the principal executive officeghe principal business office in the State ofifGania from one location to another; cause the
corporation to be qualified to do business in athepstate, territory, dependency, or country amttact business within or without the State
of California; and designate any place within otheut the State of California for the holding ofyahareholders’ meeting, or meetings,
including annual meetings.

(c) Adopt, make, and use a corporate geatcribe the forms of certificates of stock; aitdr the form of the seal and certificates.

(d) Authorize the issuance of shares aflsbf the corporation on any lawful terms, in ddesation of money paid, labor done, services
actually rendered, debts or securities cancellethrgible or intangible property actually received

(e) Borrow money and incur indebtednesbetmalf of the corporation, and cause to be exdcarte delivered for the corporation’s
purposes, in the corporate name, promissory notes,




bonds, debentures, deeds of trust, mortgages, gdetigpothecations, and other evidences of debsaruatities.

Section 2. NUMBER OF DIRECTORS he number of Directors of the corporation sbhallino less than five (5) nor more than nine (9),
the exact number of Directors to be fixed from tiimeime within such limit by a duly adopted redaa of the Board of Directors or
shareholders. The exact number of Directors prsanthorized shall be seven (7) until changed withe limits specified above by a duly
adopted resolution of the Board of Directors orshalders.

Section 3. ELECTION AND TERM OF OFFICE OF DIREORS. Directors shall be elected at each annual meefitige shareholders
to hold office until the next annual meeting. E&itector, including a Director elected to fill acancy, shall hold office until the expiration
of the term for which elected and until a successsrbeen qualified and elected.

Section 4. VACANCIES Vacancies in the Board of Directors may be filtlgda majority of the remaining Directors, thougkd than a
guorum, or by a sole remaining Director, except theacancy created by the removal of a Directothleyvote of the shareholders or by court
order may be filled only by the vote of a majoutiythe shares entitled to vote represented atwalwitl meeting at which a quorum is present.
Each Director so elected shall hold office unté tiext annual meeting of the shareholders and aistiiccessor has been elected or qualified.

A vacancy or vacancies in the Board of Direx&hall be deemed to exist in the event of deathsignation or removal of any Director, of
if the Board of Directors by resolution declaresast the office of a Director who has been declafathsound mind, by an order of Court or
convicted of a felony, or if the authorized numbg&BDirectors is increased, or if the shareholdails &t any meeting of shareholders at which
any Director or Directors are elected, to electrthmber of Directors to be voted for at that megtin

Any Director may resign effective on givingitten notice to the chairman of the board, the idesd, the secretary, or the Board of
Directors, unless the notice specifies a later fioneéhe resignation to become effective. If theigeation of a Director is effective at a future
time, the Board of Directors may elect a succegstake office when the resignation becomes effecti

No reduction of the authorized number of Dioeg shall have the effect of removing any Diredtefore that Director’s term of office
expires.

Section 5. PLACE OF MEETINGS AND MEETINGS BYILEPHONE. Regular meetings of the Board of Directors maphélel at any
place within or outside the State of Californiatthas been designated from time to time by resmiutif the Board. In the absence of such a
designation, regular meetings shall be held aptheeipal executive office of the corporation. Sigémeetings of the Board shall be held at
any place within or outside the State of Califorthiat has been designated in the notice of theingeet, if not stated in the notice or there is
no notice, at the principal executive office of tteporation. Any meeting, regular or special, hayheld by conference telephone or similar
communication equipment, so long as all Direct@dipipating in
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the meeting can hear one another, and all sucltidneshall be deemed to be present in persoreahéeting.

Section 6. ANNUAL MEETING Immediately following each annual meeting of sflders, the Board of Directors shall hold a ragul
meeting for the purpose of organization, any des#lection of officers, and the transaction of othasiness. Notice of this meeting shall not
be required.

Section 7. OTHER REGULAR MEETINGSDther regular meetings of the Board of Directlrall be held without call at such time as
shall from time to time be fixed by the Board of&itors. Such regular meetings may be held withotite.

Section 8. SPECIAL MEETINGSSpecial meetings of the Board of Directors foy parpose or purposes may be called at any tinthdy
chairman of the Board or the president or any piesident or the secretary or any two Directors.

Notice of the time and place of special magtishall be delivered personally or by telephonesith Director or sent by first class mail or
telegram, charges prepaid, addressed to each @i cthat Director’s address as it is shown orréoerds of the corporation. In case the
notice is mailed, it shall be deposited in the BdiStates mail at least four (4) days before the f the holding of the meeting. In case the
notice is mailed, it shall be deposited in the BdiStates mail at least four (4) days before the f the holding of the meeting. In case the
notice is delivered personally, or by telephongetegram, it shall be delivered personally or bggbone or to the telegraph company at least
forty-eight (48) hours before the time of the holgiof the meeting. Any oral notice given personalyy telephone may be communicated
either to the Director or to a person at the ofti€¢he Director who the person giving the noties lneason to believe will promptly
communicate it to the Director. The notice needspetcify the purpose of the meeting nor the platieei meeting is to be held at the principal
executive office of the corporation.

Section 9. QUORUM A majority of the authorized number of Directstsll constitute a quorum for the transaction dcfibesss, except to
adjourn as provided in Section 11 of this Artidle Every act or decision done or made by a majaftthe Directors present at a meeting 1
held at which a quorum is present shall be regaadetie act of the Board of Directors, subjech&ogrovisions of Section 310 of the
Corporations Code of California (as to approvataftracts or transactions in which a Director hasctl or indirect material financial
interest), Section 311 of that Code (as to appa@ntnof committee), and Section 317(e) of that Q@deto indemnification of Directors). A
meeting at which a quorum is initially present neaptinue to transact business notwithstanding tiledwawal of Directors, if any action
taken is approved by at least a majority of theimegl quorum for that meeting.

Section 10. WAIVER OF NOTICEThe transactions of any meeting of the Boardioé@ors, however called and noticed or wherever
held, shall be as valid as though had at a mediihgheld after regular call and notice if a quorisnpresent and if, either before or after the
meeting, each of the Directors not present sigmstéen waiver of notice, a consent to holding theeting or an approval of the minutes. The
waiver of notice or consent need not specify thepse of the
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meeting. All such waivers, consents, and approstaddl be filed with the corporate records or mage of the minutes of the meeting.
Notice of a meeting shall also be deemed givemyoirector who attends the meeting without pratesbefore or at its commencement,
lack of notice to that Director.

Section 11. ADJOURNMENTA majority of the Directors present, whether ot constituting a quorum, may adjourn any meeting t
another time and place.

Section 12. NOTICE OF ADJOURNMENTNotice of the time and place of holding an adjma meeting need not be given, unless the
meeting is adjourned for more than twenty-four lspur which case notice of the adjourned meetimghé manner specified in Section 8 of
this Article Il, to the Directors who were not pees at the time of the adjournment.

Section 13. ACTION WITHOUT MEETINGAnNy action required or permitted to be takenloy Board of Directors may be taken without
a meeting, if all members of the board shall ingiixlly or collectively consent in writing to thatteon. Such action by written consent shall
have the same force and effect as a unanimoufitie Board of Directors. Such written consentigbe filed with the minutes of the
proceedings of the Board.

Section 14. FEES AND COMPENSATION OF DIRECTORSrectors and members of committees may receich sompensation, if
any, for their services, and such reimbursemeekpénses, as may be fixed or determined by reealofithe Board of Directors. This
Section 14 shall not be construed to preclude angcibr from serving the corporation in any othapacity as an officer, agent, employee, or

ARTICLE IV

COMMITTEES

Section 1. COMMITTEES OF DIRECTORShe Board of Directors may, by resolution adogigc majority of the authorized numbe;
Directors, designate one or more committees, eackisting of two or more Directors, to serve atpleasure of the Board. The Board may
designate one or more Directors as alternate mengdb@my committee, who may replace any absent raeatlany meeting of the committ
Any committee, to the extent provided in the regotuof the Board, shall have all the authoritytted Board, except with respect to:

(a) the approval of any action which, unitie General Corporation Law of California, alsquires shareholders’ approval or approval
of the outstanding shares;

(b) the filling of vacancies on the BoafdDirectors or in any committee;

(c) the fixing of compensation of the @it@rs for serving on the Board or any committee;




(d) the amendment or repeal of Bylawsheradoption of new Bylaws;

(e) a distribution to the shareholdershef corporation, except at a rate or in a periadiount or within a price range determined by the
Board of Directors; or

(f) the appointment of any other commiteéthe Board of Directors or the members of treesamittees.

Section 2. MEETINGS AND ACTION OF COMMITTEESMeetings and action of committees shall be gosetny, and held and taken
in accordance with, the provisions of Article Ifitbese Bylaws, Sections 5 (place of meetingse@ular meetings), 8 (special meetings and
notice), 9 (quorum), 10 (waiver of notice), 11 @dnment), 12 (notice of adjournment), and 13 @actvithout meeting), with such changes
in the context of those Bylaws as are necessasylistitute the committee and its members for ther@of Directors and its members, except
that the time of regular meetings of committees laygetermined either by resolution of the Boar®ioéctors or by resolution of the
committee; special meetings of committees may la¢soalled by resolution of the Board of Direct@sd notice of special meetings of
committees shall also be given to all alternate b who shall have the right to attend all megstiof the committee. The Board of
Directors may adopt rules for the government of emyimittee not inconsistent with the provisionshefse Bylaws.

ARTICLE V

OFFICERS

Section 1. OFFICERSThe officers of the corporation shall be a presiga secretary, and a chief financial officere Torporation may
also have, at the discretion of the Board of Does;ta chairman of the Board, one or more viceigeass, one or more assistant secretaries,
one or more chief financial officers, and such otiféicers as may be appointed in accordance vighprovisions of Section 3 of this
Article V. Any number of offices may be held by ts@me person.

Section 2. ELECTION OF OFFICERShe officers of the corporation, except suchcaffs as may be appointed in accordance with the
provisions of Section 3 or Section 5 of this Arial, shall be chosen by the Board of Directors, @ach shall serve at the pleasure of the
Board, subject to the rights, if any, of an officerder any contract of employment.

Section 3. SUBORDINATE OFFICERS he Board of Directors may appoint, and may engraive president to appoint, such other
officers as the business of the corporation mayiregeach of whom shall hold office for such pdribave such authority and perform such
duties as are provided in the Bylaws or as the @o&Directors may from time to time determine.

Section 4. REMOVAL AND RESIGNATION OF OFFICERSubject to the rights, if any, of an officer unday contract of employme
any officer may be removed, either with or withoatse, by the Board of Directors, at any regulapecial meeting of the Board, or, except
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in case of an officer chosen by the Board of Does;tby any officer upon whom such power of remawal be conferred by the Board of
Directors.

Any officer may resign at any time by givingitien notice to the corporation. Any resignatitral take effect at the date of the receipt of
that notice or at any later time specified in thetice; and, unless otherwise specified in thaicepthe acceptance of the resignation shall not
be necessary to make it effective. Any resignaiiomithout prejudice to the rights, if any, of tberporation under any contract to which the
officer is a party.

Section 5. VACANCIES IN OFFICESA vacancy in any office because of death, resignaremoval, disqualification or any other cause
shall be filled in the manner prescribed in thega®s for regular appointments to that office.

Section 6. CHAIRMAN OF THE BOARDThe chairman of the Board, if such an officeglected, shall, if present, preside at meetings of
the Board of Directors and exercise and perfornim ®ber powers and duties as may be from timente issigned to him by the Board of
Directors or prescribed by the Bylaws. If theradgspresident, the chairman of the Board shall ilitaxh be the chief executive officer of the
corporation and shall have the powers and dutiescpibed in Section 7 of this Article V.

Section 7. PRESIDENTSubject to such supervisory powers, if any, ag beagiven by the Board of Directors to the chaino&the
board, if there be such an officer, the presidbati$e the chief executive officer of the corparatand shall, subject to the control of the
Board of Directors, have general supervision, dioe¢ and control of the business and the officdrhe corporation. He shall preside at all
meetings of the shareholders and, in the absentbe ahairman of the Board, or if there be nonejlaneetings of the Board of Directors. He
shall have the general powers and duties of managieasually vested in the office of president abgporation, and shall have such other
powers and duties as may be prescribed by the Bidditectors or the Bylaws.

Section 8. VICE PRESIDENT.Sn the absence or disability of the presiderg,ite residents, if any, in order of their rankiged by the
Board of Directors or, if not ranked, a vice presiidesignated by the Board of Directors, shallgoer all the duties of the president, and
when so acting shall have all the powers of, ansguigect to all the restrictions upon, the presidéhe vice presidents shall have such other
powers and perform such other duties as from torterte may be prescribed for them respectivelyhgyBoard of Directors or the Bylaws,
and the president, or the chairman of the Board.

Section 9. SECRETARYThe secretary shall keep or cause to be kefiiegirincipal executive office or such other plasghe Board of
Directors may direct, a book of minutes of all niregs and actions of Directors, committees or Doesstand shareholders, with the time and
place of holding, whether regular or special, ahsecial, how authorized, the notice given, thenes of those present at the Directors’
meetings or committee meetings, the number of shanesent or represented at shareholders’ meetingshe proceedings.
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The secretary shall keep, or cause to be kéfiie principal executive office or at the offifethe corporation’s transfer agent or registrar,
as determined by resolution of the Board of Direstbshare register, or a duplicate share reg&texrying the names of all shareholders and
their addresses, the number and classes of shaltebyheach, the number and date of certificataseid for the same, and the number and
of cancellation of every certificate surrendereddancellation.

The secretary shall give, or cause to be gimetice of all meetings of the shareholders antheBoard of Directors required by the
Bylaws or ByLaw to be given, and he shall keepsisal of the corporation if one be adopted, in satody, and shall have such other po
and perform such other duties as may be preschipelde Board of Directors or by the Bylaws.

Section 10. CHIEF FINANCIAL OFFICERThe chief financial officer shall keep and mainfar cause to be kept and maintained,
adequate and correct books and records of accofitiie properties and business transactions ofdgoration, including accounts of its
assets, liabilities, receipts, disbursements, géisses, capital, retained earnings, and sharesb®oks of account shall at all reasonable t
be open to inspection by any Director.

The chief financial officer shall deposit albneys and other valuables in the name and toréuit ©f the corporation with such
depositories as may be designated by the Boardret®rs. He shall disburse the funds of the capon as may be ordered by the Board of
Directors, shall render to the president and Dine;twhenever they request it, an account of dili@transactions as chief financial officer
and of the financial condition of the corporatiand shall have other power and perform such othééeglas may be prescribed by the Board
of Directors or the Bylaws.

Section 11. APPROVAL OF LOANS TO OFFICERSThe Corporation may, upon the approval of the Badif@irectors alone, make
loans of money or property to, or guarantee thegatibns of, any officer of the Corporation or fiigrent or subsidiary, whether or not a
director, or adopt an employee benefit plan or plamthorizing such loans or guaranties providet(ththe Board of Directors determines
that such a loan or guaranty or plan may reasortsblxpected to benefit the Corporation, (ii) theepg@ration has outstanding shares held of
record by 100 or more persons (determined as pedvild Section 605 of the California Corporationsi€oon the date of approval by the
Board of Directors, and (iii) the approval of theaBd of Directors is by a vote sufficient withowniting the vote of any interested directo
directors.

* This section is effective only if it has been ap@® by the shareholders in accordance with Sec8abéb) and 152 of the California
Corporations Code
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ARTICLE VI

INDEMNIFICATION OF DIRECTORS,
OFFICERS, EMPLOYEES AND OTHER AGENTS

Section 1. INDEMNIFICATION OF DIRECTORS AND GICERS. The corporation shall, to the maximum extent mnithe manner not
prohibited by the Code, indemnify each of its dioes and officers against expenses (as define@dtidh 317(a) of the Code), judgments,
fines, settlements, and other amounts actuallyraasonably incurred in connection with any procegdas defined in Section 317(a) of the
Code), arising by reason of the fact that suchgueis or was an agent of the corporation. For psepaf this Article VI, a “director” or
“officer” of the corporation includes any persopuiho is or was a director or officer of the corgtion, (ii) who is or was serving at the
request of the corporation as a director or offafestnother corporation, partnership, joint ventainest or other enterprise, or (iii) who was a
director or officer of a corporation which was @&gecessor corporation of the corporation or of lroenterprise at the request of such
predecessor corporation.

Section 2. INDEMNIFICATION OF EMPLOYEES AND (HERS. The corporation shall have the power, to ther@ded in the manner
not prohibited by the Code, to indemnify each sfainployees and agents (other than directors diogrs) against expenses (as defined in
Section 317(a) of the Code), judgments, fineslesatints, and other amounts actually and reasoiiradlyred in connection with any
proceeding (as defined in Section 317(a) of thegJaarising by reason of the fact that such peisan was an agent of the corporation. For
purposes of this Article VI, an “employee” or “ageaf the corporation (other than a director oricéf) includes any person (i) who is or was
an employee or agent of the corporation, (ii) whori was serving at the request of the corpora®an employee or agent of another
corporation, partnership, joint venture, trust tivew enterprise, or (iii) who was an employee @aragf a corporation which was a predece
corporation of the corporation or of another entisgat the request of such predecessor corporation

Section 3. PAYMENT OF EXPENSES IN ADVANCH=xpenses incurred in defending any civil or crialiaction or proceeding for
which indemnification is required pursuant to Sectb.1 or for which indemnification is permittedrpuant to Section 6.2 following
authorization thereof by the Board of Directorslsba paid by the corporation in advance of thalfidisposition of such action or proceeding
upon receipt of an undertaking by or on behalhefindemnified party to repay such amount if itlshitimately be determined that the
indemnified party is not entitled to be indemnifigesl authorized in this Article VI.

Section 4. INDEMNITY NOT EXCLUSIVE The indemnification provided by this Article Vhall not be deemed exclusive of any other
rights to which those seeking indemnification mayelmtitled under any bylaw, agreement, vote ofedi@ders or disinterested directors or
otherwise, both as to action in an official capaeitd as to action in another capacity while ha@dinch office, to the extent that such
additional rights to indemnification are authorizedhe Articles of Incorporation.
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Section 5. INSURANCE INDEMNIFICATION The corporation shall have the power to purcleéskmaintain insurance on behalf of any
person who is or was a director, officer, emplogeagent of the corporation against any liabilisgerted against or incurred by such pers
such capacity or arising out of such person’s statusuch, whether or not the corporation woule: tihg power to indemnify him against
such liability under the provisions of this Articlé.

Section 6. CONFLICTSUnless mandated by the law, or order, judgmenearee of any court of competent jurisdiction, no
indemnification or advance shall be made underAhiigle VI in any circumstance where it appears:

(1) That it would be inconsistent withrayision of the Articles of Incorporation, thesddys, a resolution of the shareholders or an
agreement in effect at the time of the accruahefalleged cause of the action asserted in theepdiaeg in which the expenses were incurred
or other amounts were paid, which prohibits or otlige limits indemnification; or

(2) That it would be inconsistent with azgndition expressly imposed by a court in apprg\arsettlement.
ARTICLE VII

GENERAL CORPORATE MATTERS

Section 1. RECORD DATE FOR PURPOSES OTHER THM®ITICE AND VOTING. For purposes of determining the shareholders
entitled to receive payment of any dividend or ottistribution or allotment of any rights or ergitl to exercise any rights in respect of any
other lawful action (other than action by sharekddcby written consent without a meeting), the Ba#rDirectors may fix, in advance, a
record date, which shall not be more than sixty (&Ys before any such action, and in that cagesivdreholders of record on the date so
fixed are entitled to receive the dividends, disttion or allotment of rights or to exercise thghts, as the case may be, notwithstanding any
transfer of any shares on the books of the corjporatfter the record date so fixed, except as atiserprovided in the California General
Corporation Law.

If the Board of Directors does not so fix aael date, the record date for determining shadgsifor any such purpose shall be at the
of business on the day on which the Board adoptapiplicable resolutions or the sixtieth (60th) Hefore the date of that action, whichever
is later.

Section 2. CHECKS, DRAFTS, EVIDENCES OF INDEHBINESS. All checks, drafts, or other orders for paymentoney, notes, or
other evidences of indebtedness, issued in the whmepayable to the corporation, shall be sigoedndorsed by such person or persons anc
in such manner as, from time to time, shall berd@teed by resolution of the Board of Directors.

Section 3. CORPORATE CONTRACTS AND INSTRUMENTBOW EXECUTED. The Board of Directors, except as otherwise
provided in the Bylaws, may authorize any officer o
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officers, agent or agents, to enter into any catiwaexecute any instrument in the name of antedvalf of the corporation, and this authority
may be general or confined to specific instanced;unless so authorized or ratified by the BoarBioéctors or within the agency power of
an officer, no officer, agent or employee shalldhany power or authority to bind the corporatioraby contract or engagement or to pledge
its credit or to tender it liable for any purposda any amount.

Section 4. CERTIFICATES FOR SHARES certificate or certificates for shares of ttepital stock of the corporation shall be issued to
each shareholder when any of these shares argphitly and the Board of Directors may authorizeigBaance of certificates or shares as
partly paid provided that these certificates shite the amount of the consideration to be paithfem and the amount paid. All certificates
shall be signed in the name of the corporatiorheychairman of the Board or vice chairman of tharB@r the president or vice president
by the chief financial officer or an assistant tia@r or the secretary of any assistant secratartifying the number of shares and the class or
series of shares owned by the shareholder. Anif of he signatures on the certificate may beifads. In case any officer, transfer agent, or
registrar who has signed or show facsimile sigrahas been placed on a certificate shall have deadee that officer, transfer agent, or
registrar before that certificate is issued, it rbayissued by the corporation with the same e#igdt that person were an officer, transfer
agent, or registrar at the date of issuance.

Section 5. LOST CERTIFICATESExcept as provided in this Section 5, no newifieates for shares shall be issued to replacddn o
certificate unless the latter is surrendered tactirporation and cancelled at the same time. ThedBof Directors may, in case any share
certificate or certificate for any other securiyast, stolen, or destroyed, authorize the isseiafi@ replacement certificate on such terms and
conditions as the Board may require, including ®iown for indemnification of the corporation seatitgy a bond or other adequate security
sufficient to protect the corporation against alayne that may be made against it, including anyesge or liability, on account of the alleged
loss, theft, or destruction of the certificate loe tssuance of the replacement certificate.

Section 6. REPRESENTATION OF SHARES OF OTHEBRPORATIONS. The chairman of the Board, the president, onacg
president, or any other person authorized by réisolwf the Board of Directors or by any of thedgoing designated officers, is authorize:
vote on behalf of the corporation any and all sharfeany other corporation or corporations, foregmiomestic, standing in the name of the
corporation. The authority granted to these offdervote or represent on behalf of the corporadionpand all shares held by the corporation
in any other corporation or corporations may ba@ged by any of these officers in person or by pesson authorized to do so by a proxy
duly executed by these officers.

Section 7. CONSTRUCTION AND DEFINITIONSJnless the context requires otherwise, the gépeoaisions, rules of construction,
and definitions in the California General Corpavat Law shall govern the construction of these Bglawithout limiting the generality this
provision, the singular number includes the plutta, plural number includes the singular, and émmt‘person” includes both a corporation
and a natural person.
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ARTICLE VIII

AMENDMENTS

Section 1. AMENDMENT BY SHAREHOLDERSNew Bylaws may be adopted or these Bylaws magrbended or repealed by the vote
of holders of a majority of the outstanding shamesitled to vote; provided, however, that if theiéles of Incorporation of the corporation set
forth the number of authorized Directors of thepawation, the authorized number of Directors maghenged only by an amendment of the
Articles of Incorporation.

Section 2. AMENDMENT BY DIRECTORSSubiject to the rights of the shareholders asigeavin Section 1 of this Article VIII, Bylaw
other than a Bylaw or an amendment of a Bylaw chnthe authorized number of Directors, may be sethpamended, or repealed by the
Board of Directors.
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Exhibit 31.1

I, Kevin Fairbairn certify that:

1.
2.

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

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

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

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

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

defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) Designed such internal control over financearting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;
and

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

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registeaability 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: August 11, 2005

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




Exhibit 31.

I, Charles B. Eddy certify that:

1.
2.

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

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omsttéde a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nieadisg with respect to the period
covered by this repor

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

respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this rep

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

defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

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

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles.

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such evaluation;
and

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

5. The registrant’s other certifying officer(s) antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regigfeaability 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: August 11, 2005

/sl CHARLES B. EDDY Il

Charles B. Eddy llI

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




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 SediiéroPthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 1@e@the quarterly period ended July 2, 2005 fultynplies with the requirements of Section
13(a) or 15(d) of the Securities Exchange Act @&4.8nd that information contained in such Form 1f&i€y presents in all material respects
the financial condition and results of operatiohintevac, Inc.

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

[, Charles B. Eddy lll, certify, pursuant t8 U.S.C. Section 1350, as adopted pursuant tod®e@€6 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®AQ for the quarterly period ended July 2, 2008y fcomplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohni10-Q fairly presents in all material
respects the financial condition and results ofragens of Intevac, Inc.

By: /s/ CHARLES B. EDDY Il

Name: Charles B. Eddy Il

Title:  Vice President, Finance and Administration
Chief Financial Officer, Treasurer and
Secretary

A signed original of this written statemenqué&ed by Section 906 has been provided to Intelvec,and will be retained by Intevac, Inc.
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

End of Filing
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