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SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

(MARK ONE)

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

For the quarterly period ended June 28, 2008

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-26946

INTEVAC, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 94-3125814
(State or other jurisdiction of (IRS Employer Identification No.)
incorporation or organization)

3560 Bassett Street
Santa Clara, California 95054
(Address of principal executive office, including Zp Code)

Registrant’s telephone number, including area code408) 986-9888

Indicate by check mark whether the regist(ahtas filed all reports required to be filed byc8on 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requodile such reports), and (2) has been
subject to such filing requirements for the pastiags.

M Yes 0O No

Indicate by check mark whether the registrsuatlarge accelerated filer, an accelerated fileg non-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filed Accelerated filel Non-accelerated filed Smaller reporting compar
(Do not check if a smaller reporting compée

Indicate by check mark whether the registimatshell company (as defined in Rule 12b-2 ofAbg. 0 Yes M No
APPLICABLE ONLY TO CORPORATE ISSUERS:

On August 1, 2008, 21,791,135 shares of the Regitssr Common Stock, $0.001 par value, were outstgnd
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PART I. FINANCIAL INFORMATION

Iltem 1. Financial Statements
INTEVAC, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:
Cash and cash equivalel
Shor-term investment
Trade and other accounts receivable, net of allogsf $88 at June 28, 2008 and $5
December 31, 200
Inventories
Prepaid expenses and other current a:
Deferred income taxe
Total current asse
Property, plant and equipment, |
Long-term investment
Goodwill
Other intangible assets, net of amortization ofZ86June 28, 2008 and $218 at December 31,
Deferred income taxes and other long term a:
Total asset

LIABILITIES AND STOCKHOLDERS '’ EQUITY

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

June 28, December 31
2008 2007
(Unaudited)
(In thousands)

$ 25,96( $ 27,670

11,94¢ 110,98!
29,11: 14,14:
25,73( 22,13:
3,18¢ 4,16:
4,981 3,60¢
100,91 182,70
15,40+ 15,40:
78,19t 2,00¢
7,90¢ 7,90¢
1,63¢ 1,78:
6,75( 5,611
$210,81 $ 215,41

$ 1,95 $ 1,99:

6,15¢ 7,67¢
4,971 8,61(
4,917 5,45¢
3,85¢ 4,34(
21,84 28,07
271 27€

— 1,89¢

22 22
124,15: 120,05
(629) 571

65, 14( 64,51
188,69 185,16
$210,81 $ 21541

Note: Amounts as of December 31, 2007 are derir@d the December 31, 2007 audited consolidatediiah statements

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS)

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007
(Unaudited)

(In thousands, except per share amountt
Net revenues

Systems and componet $28,12¢ $69,60: $57,14( $143,19¢
Technology developmel 4,00€ 2,50z 8,161 5,28:
Total net revenue 32,13: 72,10¢ 65,307 148,47¢
Cost of net revenue
Systems and componel 16,591 39,89t 31,987 81,98(
Technology developmel 2,402 1,38¢ 4,87¢ 2,89(
Total cost of net revenus 18,99¢ 41,27¢ 36,86: 84,87(
Gross profil 13,13: 30,827 28,44 63,60¢
Operating expense
Research and developme 8,41¢ 9,64¢ 17,80¢ 21,84(
Selling, general and administrati 7,413 7,83¢ 14,47 15,35:
Total operating expens: 15,83 17,48 32,28: 37,19:
Operating profit (loss (2,69¢) 13,34( (3,839 26,41°
Interest income and other, r 80€ 1,53¢ 2,215 2,85¢
Income (loss) before income tax (1,897) 14,87¢ (1,627) 29,27
Provision (benefit) for income tax: (959 3,32¢ (2,24¢) 7,87¢
Net income (loss $ (939 $11,55: $ 62€ $ 21,39
Other comprehensive income (los
Unrealized gain (loss) on securities held as alvléor sale 12 — (1,55% —
Foreign currency translation adjustme 12¢ (11 361 1C
Total comprehensive income (los $ (799 $11,54: $ (569 $ 21,40°
Basic income (loss) per sha
Net income (loss $ (0.09 $ 0.5¢ $ 0.0¢ $ 1.0C
Shares used in per share amot 21,691 21,39¢ 21,66¢ 21,34¢
Diluted income (loss) per shal
Net income (loss $ (0.09 $ 0.52 $ 0.02 $ 0.9
Shares used in per share amol 21,69! 22,14¢ 22,11t 22,16%

See accompanying notes to the condensed consadlifiaéacial statements.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net income
Adjustments to reconcile net income to net cashcasth equivalents (used in) provided by operating
activities:
Depreciation and amortizatic
Equity-based compensatic
Deferred income taxe
Changes in operating assets and liabili
Total adjustment
Net cash and cash equivalents (used in) providezpbyating activitie:
Investing activities
Purchases of investmer
Proceeds from maturities of investme
Acquisition of DeltaNu LLC, net of cash acquir
Purchases of leasehold improvements and equip
Net cash and cash equivalents provided by (useidveyting activities
Financing activities
Net proceeds from issuance of common si
Repayment of note payat
Excess tax benefit from equ-based compensatic
Net cash and cash equivalents (used in) providdihbycing activities
Effect of exchange rate changes on ¢
Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe

Supplemental Schedule of Cash Flow Informatiol
Cash paid (received) fo

Income taxe:

Income tax refuni
Other nor-cash change

Notes payable issued for the acquisition of DeltaN1C

See accompanying notes to the condensed consadlifliaéecial statements.
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Six months ended

June 28,
2008
(Unaudited)
(In thousands)

$

62€

2,25:
3,23¢
(2,800)

(23,359
(20,669

(20,04%)

(7,000
28,50(

(2,2&)

19,237

94¢
(2,000

(1,060)

158

(1,719
27,67
$ 25,96

$
$

$

(1,135

June 30,
2007

$ 21,391

2,187
2,73¢

(9,009)
(4,080
17,317

(71,669
48,20(
(2,089)

(3,406)
(28,95()

1,861

767
2,62¢
_ 7
(8,99¢)
39,44(

$ 30,44:

$ 6,54¢

$ 3,72
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
1. Basis of Presentation

Basis of Presentatiol

In the opinion of management, the unauditéerim consolidated condensed financial statemdmitstevac, Inc. and its subsidiaries (Inte'
or the Company) included herein have been preparexdbasis consistent with the December 31, 206@ifealiconsolidated financial stateme
and include all material adjustments, consistingaimal recurring adjustments, necessary to fairhsent the information set forth therein.
These unaudited interim condensed consolidateddinbstatements should be read in conjunction Wighaudited consolidated financial
statements and notes thereto included in Intevacisial Report on Form 10-K for the fiscal year eshidecember, 31, 2007 (2007 Form 10-
K). Intevac’s results of operations for the thred aix months ended June 28, 2008 are not neclgssalicative of future operating results.

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

Reclassifications

Certain prior year amounts in the CondenseusGlidated Financial Statements have been redkeds$d conform to the 2008 presentation.
The Condensed Consolidated Statements of Cash Féowse period ended June 30, 2007 was recladdifieeflect the year-end 2007
presentation of the cash flow impact of the acgjoisiof DeltaNu, LLC. The reclassifications hadmaterial effect on total assets, liabilities,
equity, revenue, net income or comprehensive incomaeiously reported.

2. New Accounting Pronouncements

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

In April 2008, the FASB issued FASB Staff Rmsi (“FSP”) 142-3, “Determination of the Usefulfeiof Intangible Assets” (“FSP 142-3").
The FSP amends the factors that an entity shouldider in determining the useful life of a recoguizntangible asset under SFAS 142,
“Goodwill and Other Intangible Assets”, to incluttee entity’s historical experience in renewing gre@ding similar arrangements, whether or
not the arrangements have explicit renewal or eibenprovisions. Previously an entity was precluffech using its own assumptions about
renewal or extension of an arrangement where tivasdlikely to be substantial cost or modificatioBatities without their own historical
experience should consider the assumptions magk#tipants would use about renewal or extensitre @amendment may result in the useful
life of an entitys intangible asset differing from the period of esied cash flows that was used to measure thedhie of the underlying ass
using the market participant’s perceived value. FB® is effective for financial statements issu@ditcal years beginning after December 15,
2008, and for interim periods within those fiscahys. Early adoption is prohibited. The requireraéait determining the useful life of
intangible assets apply to intangible assets aedufter January 1, 2009. The disclosure requirésneifi be applied prospectively to all
intangible assets recognized as of, and subsetpéehte effective date. Intevac is currently evéihgathe potential impact of the
implementation of FSP 142-3 on its financial pasitand results of operations.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

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

In December 2007 the FASB issued SFAS No.R}ATBusiness Combinations” (“SFAS 141R"). SFAS Rdtetains the fundamental
acquisition method of accounting established inedt@nt 141; however, among other things, SFAS I4tRires recognition of assets and
liabilities of non-controlling interests acquirddir value measurement of consideration and coatihgonsideration, expense recognition for
transaction costs and certain integration costegmition of the fair value of contingencies, amjuatments to income tax expense for changes
in an acquirer’s existing valuation allowances ncertain tax positions that result from the bussre@mbination. SFAS 141R is effective for
annual reporting periods beginning after DecemBeR2008 and will be applied prospectively. Inteiscurrently evaluating the potential
impact of the implementation of SFAS 141R on it&ficial position and results of operations.

In December 2007, the FASB issued SFAS No, 160ncontrolling Interests in Consolidated Finai&tatements, an Amendment of
Accounting Research Bulletin No 51” (“SFAS 160"fAS 160 establishes accounting and reporting stdsdar ownership interests in
subsidiaries held by parties other than the paotranges in a parent’s ownership of a noncontilierest, calculation and disclosure of the
consolidated net income attributable to the paaedtthe noncontrolling interest, changes in a garemnership interest while the parent
retains its controlling financial interest and felue measurement of any retained noncontrollimgte investment. SFAS 160 is effective for
financial statements issued for fiscal years bagmafter December 15, 2008, and interim periodbiwithose fiscal years. Early
implementation is prohibited. Intevac must implet&iese new requirements in its first quarter 8€dl 2009. Intevac is currently evaluating
the potential impact of the implementation of SFEE® on its financial position and results of opiers.

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

In September 2006, the FASB issued SFAS N, ‘Fair Value Measurements” (“SFAS 157”). SFAS Isfines fair value, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, angheas disclosures about fair value
measurements. Intevac implemented the measuremeémisclosure requirements related to financiaétssand financial liabilities in the first
guarter of fiscal 2008. The implementation of stsndard did not have a material impact on Intes/éinancial condition, results of operations
or cash flows.

In February 2008, the FASB issued FSP 15Appfication of FASB Statement No. 157 to FASB Staéat No. 13 and Other Accounting
Pronouncements That Address Fair Value Measuren@mniurposes of Lease Classification or Measurémeder Statement 13” (“FSP 157-
1") and FSP 157-2, “Effective Date of FASB Statetda. 157" (“FSP 157-2"). FSP 157-1 amends SFAS MNxY. to remove certain leasing
transactions from its scope. FSP 157-2 delaysftbetwe date of SFAS No. 157 for all non-financésets and non-financial liabilities, except
for items that are recognized or disclosed atfaiue in the financial statements on a recurrirgidat least annually), until fiscal years
beginning after November 15, 2008.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

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

June 28, December 31
2008 2007
(In thousands)
Raw materials $10,88¢ $ 13,66¢
Work-in-progress 9,12: 6,191
Finished good 5,71¢ 2,27¢
$25,73( $ 22,13

Finished goods inventory consists primarilycompleted systems at customer sites that are goitker installation and acceptance testing.

Inventory reserves included in the above liamwere $8.2 million and $7.8 million at June 28)8 and December 31, 2007, respectively.
Each quarter, Intevac analyzes its inventory (reatemals, work-in-progress and finished goods) rgtathe forecasted demand for the next
twelve months. Raw materials with no forecastedireqnents in that period are considered excessramditory provisions are established to
write those items down to zero net book value. Workrogress and finished goods inventories witlfarecast requirements in that period are
typically written down to the lower of cost or matkDuring this process, some inventory is idesdifas having no future use or value to us
is disposed of against the reserves.

4. Equity-Based Compensation

At June 28, 2008, Intevac had equity-based@svautstanding under the 2004 Equity Incentivea Plae “2004 Plan”) and the 2003
Employee Stock Purchase Plan (the “ESPP”). Intevsigckholders approved both of these plans.

The 2004 Plan permits the grant of incentivaan-statutory stock options, restricted stock¢ktappreciation rights, performance units and
performance shares. During the six months ended 28n2008, Intevac granted 161,000 stock optidtisan estimated total grant-date fair
value of $1.1 million. Of this amount, estimatedaatls of $222,000 are not expected to vest.

The ESPP provides that eligible employees maghase Intevac’s common stock through payroludédns at a price equal to 85% of the
lower of the fair market value at the beginningh# applicable offering period or at the end ofreapplicable purchase period. Offering
periods are generally two years in length, and isbo$ a series of six-month purchase intervalgyiBlle employees may join the ESPP at the
beginning of any six-month purchase interval. Dgrihe six months ended June 28, 2008, Intevacepignirchase rights with an estimated
total grant-date value of $408,000.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
Compensation Expense

The effect of recording equity-based compeaasdbr the three- and six-month periods ended 28008 and June 30, 2007 was as
follows:

Three Months Ended Six Months Ended
June 28, 200 June 30, 200 June 28, 200 June 30, 200
Equity-based compensation by type of aws
Stock options $ 1,32¢ $ 1,16¢ $  2,64¢ $ 2,31«
Employee stock purchase pl 297 214 50C 427
Amounts (capitalized as inventory) released to obstles 20 1 89 3
Total equit-based compensatic 1,642 1,38¢ 3,23¢ 2,73¢
Tax effect on equit-based compensatic (640 (305) (1,264 (737)
Net effect on net incom 1,002 1,07¢ 1,97¢ 2,001
Effect on earnings per sha
Basic $ 0.0t $ 0.0t $ 0.0¢ $ 0.0¢
Diluted $ 0.0t $ 0.0t $ 0.0¢ $ 0.0¢

Valuation Assumptions

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

The weighted-average estimated value of enggl@yock options granted during the three monttie&dune 28, 2008 and June 30, 2007
was $7.09 per share and $11.49 per share, resplgctihe weighted-average estimated value of enga@stock options granted during the six
months ended June 28, 2008 and June 30, 2007 wgS |$& share and $13.35 per share, respectiveywEighted-average estimated fair
value of employee stock purchase rights grantedyaunt to the ESPP during the six months ended 2802008 and June 30, 2007 was $5.61
and $10.54 per share, respectively. No purchabésrigere granted under the ESPP during eithehtiee tmonths ended June 28, 2008 and
June 30, 2007. The fair value of each option angleyee stock purchase right grant is estimatecherdate of grant using the Black-Scholes
option valuation model with the following weightesterage assumptions:

8




Table of Contents

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

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007
Stock Options
Expected volatility 65.1€% 68.3(% 65.1€% 67.9%
Risk free interest raf 3.1% 4.67% 3.02% 4.5%
Expected term of options (in yea 4.4 4.4 4.4 4.5
Dividend yield None None None None
Six Months Ended
June 28, 200¢ June 30, 2007
Stock Purchase Right
Expected volatility 61.26% 63.48&%
Risk free interest rai 1.5% 4.88%
Expected term of purchase rights (in yei 1.3 1t
Dividend yield None None

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

As the equity-based compensation expense néd)in the Condensed Consolidated Statementpefafions is based on awards
ultimately expected to vest, such amount has bedmced for estimated forfeitures. Forfeitures westimated based on Intevac’s historical
experience, which Intevac believes to be indicatiZBtevac’s future experience.

5. Business Combinations

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

On January 31, 2007, Intevac acquired thet@asel certain liabilities of DeltaNu, LLC (“DeltaR) for a purchase price of $5.8 million of
which $2 million was paid in cash at the closehaf acquisition, $2 million was paid on JanuaryZ108 and $2 million is payable on January
31, 2009, which is in the form of a non interesaiieg note. Interest is imputed, and the relatde payable is recorded at a discount in the
accompanying Condensed Consolidated Balance SHéetsacquired business is a supplier of small fdtand handheld Raman
spectrometry instruments. In connection with thiguasition, Intevac recorded goodwill of $5.4 nahi, an

9
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

indefinite-life tradename of $120,000 and amortieabtangible assets of $280,000 which are comg@risecustomer relationships, covenants
not to compete and backlog to be amortized over thspective useful lives of 1-2 years.

The results of operations for the acquiredrimsses have been included in our consolidateerstatts of operations for the periods
subsequent to our acquisition of DeltaNu and CESpectively. The results of operations for Delta¥d CDS for periods prior to their
acquisition were not material to our consolidatiedesnents of operations and, accordingly, pro fofimencial information has not been
presented.

At June 28, 2008, Intevac had recorded a tit8F.9 million of goodwill and $120,000 of unartiped intangible assets, from the
acquisitions described above, all of which wadlaitable to the Intevac Photonics segment. Goodwmil unamortized intangible assets are
tested for impairment on an annual basis or maguiently upon the occurrence of circumstancesidatate that goodwill and unamortized
intangible assets may be impaired. Intevac dideotrd any impairment of goodwill and intangibleets during the six months ended June
2008.

Total amortization expense of purchased intdeg for the three months and six months ended 2802008 was $68,000 and $145,000,
respectively. As of June 28, 2008, future amoritraexpense is expected to be $191,000 for theiretanof 2008, $152,000 for 2009,
$143,000 for 2010, $132,000 for 2011, $132,00@fk2 and $768,000 thereafter.

6. Warranty

Intevac provides for the estimated cost ofreually when revenue is recognized. Intevac’s wayramper contract terms and for Intevac’s
systems the warranty typically ranges between t22dnmonths from customer acceptance. For systeldstgough Intevac’s distributor,
Intevac offers a 3 month warranty, where the redetiof any warranty period is the responsibilititiod distributor. During the warranty per
any defective non-consumable parts are replacedhatalled at no charge to the customer. The warnaeriod on consumable parts is limited
to their reasonable usable lives. Estimated rapaieplacement costs are used along with Intev@stsrical warranty experience to determine
Intevac’s warranty obligation. Management exercjgdgment in determining the underlying estimatetevac also provides for estimated
retrofit costs, which typically relate to desigradiges or improvements we identify. On a case-bg-basis, management determines whether
or not to retrofit systems in the field at no cleatg the customer.

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

10
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

The following table displays the activity metwarranty provision account for the three- amehsonth periods ending June 28, 2008 and
June 30, 2007:

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007
(in thousands)
Beginning balanc $ 2,57¢ $ 5,22¢ $ 3,097 $ 5,28:¢
Expenditures incurred under warrani (537) (1,189 (1,210 (2,429
Accruals for product warranties issued during #ygorting perioc 43C 674 79C 1,74¢
Adjustments to previously existing warranty accst (335 (156 (535 (49
Ending balanci $ 2,13¢ $ 4,55¢ $ 2,13¢ $ 4,55¢

The following table displays the balance sludgtsification of the warranty provision accoundane 28, 2008 and at December 31, 2007:

June 28, December 31
2008 2007
(In thousands)
Other accrued liabilitie $ 1,91t $ 2,81«
Other lon¢-term liabilities 221 27¢
Total warranty provisiol $ 2,13¢ $ 3,09

7. Guarantees

Intevac has entered into agreements with ouste and suppliers that include limited intelletpraperty indemnification obligations that
Intevac believes are customary in the industry s€tguarantees generally require Intevac to competisaother party for certain damages and
costs incurred as a result of third party intelletiproperty claims arising from these transactidme nature of the intellectual property
indemnification obligations prevents Intevac froraking a reasonable estimate of the maximum poteartiaunt Intevac could be required to
pay its customers and suppliers. Historically, Vatehas not made any significant indemnificatioprpants under such agreements, and no
amount has been accrued in the accompanying cdasatdi financial statements with respect to thedenmification obligations.

8. Cash, Cash Equivalents and Investments in DebeS8urities

Cash and cash equivalents are comprised of-tdrm, highly liquid investments with maturities@® days or less from the date of purch
Investments are comprised of both available-foe-salcurities, which are recorded at estimated/&dire, and held-toraturity securities, whic
are carried at amortized cost. Unrealized gaind@sgks associated with Intevac’s investments)yf are reported in stockholders’ equity.
Included in accounts payable is $1.7 million andL$gillion of book overdraft at June 28, 2008 aretBmber 31, 2007, respectively.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
The table below presents the amortized prai@mount and major security type for Intevac’sesiments:

June 28, December 31
2008 2007
(in thousands)

Amortized Principal Amount

Debt securities issued by the US government arajgscie: $13,94¢ $ 29,74«
Auction rate securitie 76,19t 81,45(
Corporate debt securiti 1,80(
Total investments in debt securiti $90,14: $ 112,99
Shor-term investment $11,94¢ $ 110,98
Long-term investment 78,19¢ 2,00¢
Total investments in debt securiti $90,14: $ 112,99
Approximate fair value of investments in debt sé@s $90,18¢ $ 113,02

As of June 28, 2008, Intevac’s investmentfpba included $77.8 million par value in aucticate securities (“ARS”). All of the ARS are
student loan structured issues, where the loans been originated under the U.S. Department of &iluts Federal Family Education Loan
Program (“FFELP”). The principal and interest aredB% reinsured by the U.S. Department of Educatiwa collateral ratios range from
103% to 113%, and there have been no changes foAgating of the securities. Beginning in mid-Felry 2008, these ARS failed auction
due to sell orders exceeding buy orders, primaiiiyen by the decision of the investment banksdabaontinue participating in the auctions.
of this date, all of the holdings have experienaelbast 5 failed auctions. The investments in ARBnot be accessible until a successful
auction occurs, they are restructured into a mqred security, a buyer is found outside of thetaurcprocess, or the underlying securities t
matured.

As a basis for considering market participgsgumptions in fair value measurements, SFAS Blb e$tablishes a fair value hierarchy that
prioritizes the inputs to valuation techniques uetheasure fair value into three broad levels. fiirevalue hierarchy gives the highest prio
to quoted prices in active markets for identicaleds or liabilities (Level 1) and the lowest prigio unobservable inputs (Level 3). Due to the
lack of actively traded market data or other obakl inputs, the value of Intevac’s ARS and theltegy unrealized loss was determined using
Level 3 hierarchical inputs. These inputs includenagemeng assumptions of pricing by market participantsluding assumptions about ri:
In accordance with SFAS No. 157, the impairment@amaevas arrived at through a model which companedeikpected rate of return on
Intevac’s ARS to similar other rates of return whan investor would demand in the market. The $gesiwere discounted over a three-year
period, which is reflective of the length of timetigipated to take the ARS to become liquid. Cormggathe rate of return generated by the £
portfolio to the rate of return an investor woulkhtand in the market resulted in a valuation of 98fthe ARS investments. The
reclassification of these securities from curressiegs to long-term assets was deemed appropsatea@agement believes that the ARS market
will not become liquid within the next year. Potiefly, it could take until the final maturity of ¢hunderlying notes (ranging from 23 years to
49 years) to realize these investments’ recordagevdanagement currently believes these secugtiesiot permanently impaired, primarily
due to the government guarantee of the underlygogrities and Intevac’s ability to hold these séims for the foreseeable future.

Based on the valuation model and an analysither-than-temporary impairment factors, Intewaote down the ARS investments to an
estimated fair value of $76.8 million at March 2908. This write-down resulted in a temporary impeant charge of $1.6 million, which is
reflected as unrealized loss within other comprshenincome. Intevac reviews impairments associaiétthe above in accordance with
Emerging Issues Task Force (“EITF”) 03-01 and FERS$115-1 and 124-1, “The Meaning of Other-Than-perary-Impairment and Its
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Application to Certain Investments,” to determihe tlassification of the impairment as “temporapy™other-than-temporary.” A temporary
impairment charge results in an unrealized lossgegcorded in the other comprehensive income coeptoof stockholders’ equity. Such an
unrealized loss does not reduce net income foapipdicable accounting period, because the losstigiawed as other-than-temporary.

The following table presents the changes wel8 instruments measured on a recurring basighéothree and six months ended June 28,
2008. The majority of Intevac’s Level 3 balancersist of investment securities classified as atbgldor-sale with changes in fair value
recorded in equity.

Changes in Level 3 instruments (in thousands):

Investment securities at January 1, 2 $81,45(
Net unrealized gains and losses included in east —
Net unrealized gains and losses included in othemprehensive inconr (2,567
Purchases and settleme (3,100
Investment securities at March 29, 2( 76,78
Net unrealized gains and losses included in east —
Net unrealized gains and losses included in othemprehensive inconr 12
Purchases and settleme (600
Investment securities at June 28, 2 $76,19¢
Net change in unrealized gains and losses relatingstruments still held at June 28, 2( $ 1,55t

9. Borrowing Facility

On March 5, 2008, Intevac entered into anement with Citigroup Global Markets Inc (“Citi”) fa secured revolving loan facility. This
loan facility is secured by Intevac’s Auction R&ecurities held at Citi. Approximately $20 milliofi credit is currently available pursuant to
the loan facility. The interest rate on the loagilfey is Prime minus 1.5 percent. No amounts wautstanding under this credit facility at
June 28, 2008.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

10. Net Income (loss) Per Share
The following table sets forth the computatadrbasic and diluted earnings per share:

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007

(in thousands)
Numerator:
Numerator for diluted earnings per sh—income (loss) available 1

common stockholdel $ (937 $11,55: $ 62€ $21,39°
Denominator

Denominator for basic earnings per st— weightec-average share 21,69 21,39¢ 21,66¢ 21,34¢
Effect of dilutive securities

Employee stock options (. — 75C 44¢€ 822
Dilutive potential common shar: — 75C 44¢ 822
Denominator for diluted earnings per sh— adjusted weighte-average

shares and assumed conversi 21,69: 22,14¢ 22,11t 22,16"

(1) Potentially dilutive securities, consistinshares issuable upon exercise of employee stpiiéns and weighted-average unamortized
compensation expense, are excluded from the céilmulaf diluted EPS when their effect is adtiutive. The weighted average numbe
employee stock options excluded for the three-mepetiods ended June 28, 2008 and June 30, 2002,582,022 and 455,217,
respectively, and the number of employee stocloaptexcluded for the six-month periods ended J&2@08 and June 30, 2007 was
1,603,924 and 352,534, respectivt

11. Segment Reporting

Intevac’s two reportable segments are: Equigraad Intevac Photonics. Effective in the secomargr of 2008, Intevac renamed the
Imaging Instrumentation segment to Intevac Pho®nitevac’s chief operating decision-maker hasibdentified as the President and CEO,
who reviews operating results to make decisionsibhltocating resources and assessing performamcbd entire Company. Segment
information is presented based upon Intesasanagement organization structure as of Jun2@®@® and the distinctive nature of each segr
Future changes to this internal financial structaeg result in changes to the reportable segmestdtoded.

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

Intevac derives the segment results frormitsrnal management reporting system. The accouptiigies Intevac uses to derive reportable
segment results are substantially the same as tisaskfor external reporting purposes. Managemeaisores the performance of each
reportable segment based upon several metricsidimg) orders, net revenues and operating incomealfament uses these results to evaluate
the performance of, and to
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

assign resources to, each of the reportable segmniatdvac manages certain operating expensesaselyaat the corporate level. Intevac
allocates certain of these corporate expensegtedhments in an amount equal to 3% of net reveSaegnent operating income excludes
interest income/expense and other financial chaaigdsncome taxes according to how a particulaont@ple segment’s management is
measured. Management does not consider the unt@tbcasts in measuring the performance of the tabler segments.

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

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

Information for each reportable segment ferttiree and six months ended June 28, 2008 and3dy2007 is as follows:
Net Revenues

Three Months Ended Six Months Ended
June 28, June 30 June 28 June 30,
2008 2007 2008 2007
(in thousands)
Equipment $25,73( $68,51¢ $52,70: $140,96!
Intevac Photonic 6,40z 3,58¢ 12,60« 7,51«
Total segment net revenu $32,13: $72,10¢ $65,301 $148,47¢
Profit & Loss
Three Months Ended Six Months Ended
June 28, June 30 June 28 June 30,
2008 2007 2008 2007
(in thousands)
Equipment $ (639 $15,84: $ (137) $30,83:
Intevac Photonic (1,070 (1,519 (1,897 (3,119
Total segment operating profit (los (1,709 14,32] (2,029 27,71¢
Unallocated cost (995 987) (1,81)) 1,299
Operating profit (loss (2,69¢) 13,34( (3,839 26,41°
Interest income and other, r 80¢€ 1,53¢ 2,21 2,85¢
Income (loss) before income tax $ (1,897 $14,87¢ $ (1,627 $29,27¢
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
Total assets for each reportable segment dgnaf 28, 2008 and December 31, 2007 are as follows

Assets
June 28, December 31
2008 2007
(in thousands)

Equipment $ 50,20: $ 31,81«
Intevac Photonic 26,087 25,60¢
Total segment asse 76,28¢ 57,42:
Cash and investmen 116,10 140,66°
Deferred income taxe 10,14¢ 7,34¢
Other current asse 2,891 4,162
Common property, plant and equipm 3,81¢ 3,96¢
Other asset 1,55¢ 1,84¢
Consolidated total asse $210,81: $ 215,41:

12. Income Taxes

Intevac’s effective income tax rate for theethand six months ended June 28, 2008 was 50.8%3816%, respectively. Intevac’s effective
income tax rate for the three and six months eddeé 30, 2007 was 22.4% and 26.9%, respectively effiective tax rate differs from the
applicable statutory rates due primarily to thdization of deferred and current credits, the dffgfgpermanent differences and the geographical
composition of Intevac’s worldwide earnings. Thauxearly effective rate is computed by separatelylydpg an estimated U.S. tax rate to U.S.
earnings and an estimated foreign tax to foreigniegs to arrive at an overall effective tax raiethe quarter in accordance with FASB
Interpretation No. 18 “Accounting for Income Taxednterim Periods, an interpretation of APB opimido. 28.” Intevac'’s effective tax rate is
highly dependent on the availability of tax creditsl the geographic composition of Intevac’s woittirearnings.

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

13. Contingencies

From time to time, Intevac may have certaintmgent liabilities that arise in the ordinary csel of its business activities. Intevac accounts
for contingent liabilities when it is probable thHature expenditures will be made and such expargitcan be reasonably estimated.

As described in previous filings, on July 08, Intevac filed a patent infringement lawsuidiagt Unaxis USA, Inc., a wholly owned
subsidiary of OC Oerlikon Balzers Ltd. (Oerlikomkits affiliates, Unaxis Balzers AG and Unaxis &k, Ltd., in the United States District
Court for the Central District of California. Onlyud 4, 2008, as part of the acquisition of cerésets of Oerlikon which is described below,
Intevac entered into a settlement agreement whgshigsed all claims in the litigation.
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14. Subsequent Event

On July 14, 2008, Intevac purchased certaptagpurchase assets of Oerlikon’s magnetic megig®ment business in Switzerland for an
undisclosed amount. Intevac’s acquisition of Oerlils magnetic media equipment assets and inteleptoperty enables Intevac to utilize
Oerlikon’s developed technology and product sohgion Intevac systems. The acquisition will be regzbin the Equipment segment.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

This Quarterly Report on Form 10-Q containsverd-looking statements, which involve risks amgertainties. Words such as “believes,”
“expects,” “anticipates” and the like indicate fami-looking statements. These forward looking statets include comments related to
Intevac’s shipments, projected revenue recognifionduct costs, gross margin, operating expensgsest income, income taxes, cash
balances and financial results in 2007; projectestamer requirements for Intevac’s new and exigpirmglucts, and when, and if, Intevac’s
customers will place orders for these productgMat’s ability to proliferate its technology inta@jar military weapons programs and to
develop and introduce commercial imaging produwntst the timing of delivery and/or acceptance ofsystems and products that comprise
Intevac’s backlog for revenue; legal proceedingst iaternal controls. Intevac’s actual results rddfer materially from the results discussed
in the forward-looking statements for a varietyedisons, including those set forth under “Risk &@&ttand in other documents filed from time
to time with the Securities and Exchange Commissiariuding Intevac’s Annual Report on Form 10-kedl in March 2008, Form 10-Q’s and
Form 8-K’s.

Overview

Intevac provides manufacturing equipment asidt®ns to the hard disk drive and semiconduatdustries as well as sensitive electro-
optical devices used in high-performance digitaheeas for military and commercial applicationsek@c’s customers and potential customers
include manufacturers of hard disk drives, semicatat chips and wafers, and liquid crystal displasswell as medical, scientific and sect
companies and the U.S. government and its contsadtdevac reports two segments: Equipment arel&tt Photonics. Effective in the secc
quarter of 2008, Intevac renamed the Imaging Inséntation segment to Intevac Photonics. Produatldpment and manufacturing activities
occur in North America and Asia. Intevac’s equiptreamd service products are highly technical anth tie exception of Japan, are sold
primarily through a direct sales force.

Intevac’s results are driven primarily by wiwide demand for hard disk drives, which in turpeeds on end-user demand for personal
computers, enterprise data storage, streaming vmreonal audio and video players and video gdatopms. Intevac’s business is subject to
cyclical industry conditions, as demand for mantiféng equipment and services can change dependisgipply and demand for hard disk
drives, chips, and other electronic devices, a$ agebther factors, such as global economic camtitand technological advances in fabrica
processes. Intevac believes it entered into a ofalkepressed sales in early 2008.

The following table presents certain significeneasurements for the three and six months ehdwsel 28, 2008 and June 30, 2007:

Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages)
Net revenue $32,13: $72,10¢ (55.9% $65,307 $148,47¢ (56.0%
Gross margit $13,13¢ $30,827 (57.9% $28,44¢ $ 63,60¢ (55.9)%
Gross margin perce 40.% 42.8% (2.99% 43.6% 42.8% 0.8%
Net income (loss $ (937) $11,55: (108.0% $ 62€ $ 21,397 (97.1%
Earnings (loss) per diluted she $ (0.09 $ 0.5z (107.7)% $ 0.0: $ 0.97 (96.9%

Net sales decreased during the second quantkfirst six months of fiscal 2008 primarily dueldwer equipment sales to disk
manufacturers due to slowing worldwide demand igértoffset by increased imaging sales. Duringfir& half of 2008, a major disk
manufacturer redeployed legacy Intevac equipmeitiwiad previously been decommissioned insteadiaftyasing new equipment.
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Net income for the second quarter and thé gissmonths of fiscal 2008 decreased comparelldsame periods in the prior year due to
lower net sales, partially offset by lower opergtéxpenses. The decrease in operating expensgqineipally due to continuing focus on
operating efficiency and cost controls.

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

Results of Operations

Net revenues
Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages)

Equipment $25,73( $68,51¢ (62.9)% $52,70: $140,96! (62.6)%
Intevac Photonic 6,402 3,58¢ 78.5% 12,60¢ 7,51¢ 67.1%

Total net revenue $32,13: $72,10¢ (55.9% $65,30" $148,47¢ (56.0%

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

Equipment revenues for the three and six nwatided June 28, 2008 decreased over the samdgirithe prior year as a result of lower
sales of disk sputtering systems, disk equipmesintelogy upgrades and spare parts. During the segoarter of fiscal 2008, Intevac
recognized revenue on the initial Gen 1l 200 Legstem, Intevac’s next-generation disk sputteringtesy. Intevac recognized revenue on four
200 Lean systems in the three months ended Jur0@8,as compared to twelve 200 Lean systems ithtke months ended June 30, 2007.
Intevac recognized revenue on six 200 Lean systeitlie six months ended June 28, 2008 as comparteebhty-five 200 Lean systems in the
six months ended June 30, 2007. Intevac expectpignt revenues in the second half of 2008 wilslmificantly lower than the comparable
period of 2007, due to a significant reductionemenue from technological upgrades and spare parts.

Intevac Photonics revenues for the three anthenths ended June 28, 2008 increased over the pariods in the prior year which was the
result of increased contract research and developwark and product sales. Intevac Photonics regefior the three months ending June 28,
2008 consisted of $4.0 million of research and gment contract revenue and $2.4 million of pradiades as compared $2.5 million of
research and development contract revenue and@llidn of product sales for the three months endiede 30, 2007. Intevac Photonics
revenues for the six months ending June 28, 2008isied of $8.2 million of research and developneentract revenue and $4.4 million of
product sales as compared $5.3 million of reseanchdevelopment contract revenue and $2.2 milliqger@duct sales for the six months ended
June 30, 2007. The increase in product revenuedlfperiods presented resulted from higher salelgital night vision camera modules and
commercial products. Product revenue included dmurtions from DeltaNu and Creative Display Systebrath of which were acquired in
2007. The increase in contract research and developrevenue was the result of a higher volumeoofracts and incremental revenue
generated from contract close-outs. Substantialtrin future Intevac Photonics revenues is depende proliferation of Intevac’s
technology into major military weapons programs, &lility to obtain export licenses for foreign mmsers, obtaining production subcontracts
for these programs, and development and sale ofr@yoial products.

Intevac’s backlog of orders at June 28, 2088 $27.7 million, as compared to $34.2 million acBmber 31, 2007 and $57.5 million at
June 30, 2007. The $27.7 million of backlog at J28e2008 consisted of $21.5 million of Equipmeatkiog and $6.2 million of Intevac
Photonics backlog. Backlog at June 28, 2008 inddder 200 Lean
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systems, compared to two at December 31, 2007@mcat June 30, 2007. Lower backlog at June 283 20tnpared to June 30, 2007 is due to
a significant reduction in orders for technologiepfrades and spare parts.

International sales decreased by 60.9% to7&2dllion for the three months ended June 28, 200& $63.2 million for the three months
ended June 30, 2007 and by 61.4% to $51.1 milonife six months ended June 28, 2008 from $132@ll®mfor the six months ended
June 30, 2007. International revenues include mrisdshipped to overseas operations of U.S. compahie decrease in international sales
primarily due to a decrease in net revenues frak siputtering systems, disk equipment technologyages and spare parts. Substantially all
of Intevac’s international sales are to customer&sia. International sales constituted 77% ofraeenues for the three months ended June 28,
2008 and 88% of net revenues for the three momttieceJune 30, 2007. International sales constift®84 of net revenues for the six months
ended June 28, 2008 and 89% of net revenues faithmonths ended June 30, 2007.

Gross profit
Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentage:
Equipment gross prof $10,89¢ $29,43: (63.0% $23,60¢ $60,77¢ (61.2)%
% of Equipment net revenu 42.%% 43.(% (0.6)% 44.8% 43.1% 1.67%
Intevac Photonics gross pra $ 2,23t $ 1,39« 60.2% $ 4,83¢ $ 2,831 70.%%
% of Intevac Photonics net revent 34.9% 38.% (4.0% 38.2% 37. 1% 0.7%
Total gross profi $13,13¢ $30,821 (57.9% $28,44¢ $63,60¢ (55.9%
% of net revenue 40.%% 42.&% (12.99% 43.€% 42.8% 0.8%

Cost of net revenues consists primarily ofchased materials and costs attributable to conteaetarch and development, and also includes
fabrication, assembly, test and installation ladnod overhead, customer-specific engineering casisanty costs, royalties, provisions for
inventory reserves and scrap. Cost of net revefndbe three and six months ended June 28, 208dad $204,000 and $453,000,
respectively, of equity-based compensation expdbsst of net revenues for the three and six moertiled June 30, 2007 included $189,000
and $362,000, respectively, of equity-based comgiemsexpense.

Equipment gross profit was 42.4% in the thmemths ended June 28, 2008 compared to 43.0% itée months ended June 30, 2007 and
improved to 44.8% in the six months ended Jun€@88 from 43.1% in the six months ended June 307 2Bluctuations in Equipment gross
profit in absolute dollars for the three and sixnis ended June 28, 2008 to the comparable 20@dpexere due primarily to reduced
revenues, lower factory absorption, and product maxtially offset by cost reduction programs. HigEquipment gross profit as a percentage
of net revenues for the first six months of fis2@08 as compared to the first six months of fig€dl7 was due primarily to product mix. Gross
profit for the Equipment segment in absolute desli@nd as a percentage of net revenues in 200®é&xtd to be lower than in 2007, primarily
as a result of a reduction in volume. Gross pinfthe Equipment segment will vary depending omuaber of additional factors, including
product mix, product cost, system configuration priding, factory utilization, and provisions foxaess and obsolete inventory.

Intevac Photonics gross profit was 34.9% @ttiree months ended June 28, 2008 compared t#38.the three months ended June 30,
2007 and improved to 38.4% in the six months erlder 28, 2008 from 37.7% in the six months ended 30, 2007. Fluctuations in gross
profit reflected increased operating costs fronengly-acquired businesses, yield and product mixvér Intevac Photonics gross profit as a
percentage of net revenues in the second quarfescaf 2008 as compared to the second quartdscdlf2007 reflected unabsorbed factory
costs in Creative Display Systems which was acduireéhe fourth quarter of fiscal 2007. Higher iae Photonics gross profit for the first six
months of fiscal 2008 as compared to the firsnsdnths of fiscal 2007 reflected changes in produigtto
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higher-margin product shipments. Gross profit inabte dollars and as a percentage of net revdbuése Intevac Photonics segment in 2008
is expected to improve over 2007, primarily assulteof the projected increase in product saleschvtypically carry higher gross margins.

Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentage:
Research and development expe $8,41¢ $9,64¢ (12.9% $17,80¢ $21,84( (18.5%
% of net revenue 26.2% 13.42% 27.2% 14.7%%

Research and development expense consistaryirof prototype materials, salaries and relatests of employees engaged in ongoing
research, design and development activities fde sisittering equipment, semiconductor equipmentianadiing products. Research and
development expense for the three and six monttlecedune 28, 2008 included $463,000 and $929,88pectively, of equity-based
compensation expense. Research and developmemtsexfoe the three and six months ended June 30, i@luded $448,000 and $950,000,
respectively, of equity-based compensation expense.

Research and development spending decreasadhirEquipment and in Intevac Photonics duringtiinee and six months ended June 28,
2008 as compared to same periods in 2007. Theatie Equipment spending was due primarily tadacton in charges to development
projects for purchased parts and other materiat$, ta a lesser extent, a reduction in accrualdémus and employee profit sharing plans. The
decrease in Intevac Photonics research and develtppending was due primarily to labor being deddo research and development
contracts, under which the labor is reflected &t obnet revenues. Engineering headcount increfaged133 at June 30, 2007 to 152 at
June 28, 2008. Research and development spendixgésted to decrease in 2008 due primarily talagon in expenditures related to the
initial development of Intevac’s Lean EtéH product line.

Research and development expenses do notlanchsts of $2.4 million and $4.9 million for thede and six months ended June 28, 2008,
respectively, which are related to contract redearel development and included in cost of net reesnResearch and development expenses
do not include costs of $1.4 million and $2.9 roitlifor the three and six months June 30, 2007 extisely, which are related to contract
research and development and included in costtaerenues.

SHling, general and administrative.

Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change

(in thousands, except percentage:
Selling, general and administrati
expense $7,41¢ $7,83¢ (5.9% $14,47% $15,35: (5.7%
% of net revenue 23.1% 10.% 22.2% 10.2%

Selling, general and administrative expenseists primarily of selling, marketing, customeppart, financial and management costs and
also includes production of customer samples, tréability insurance, legal and professional see¢ and bad debt expense. All domestic
and international sales of disk sputtering prodirctssia, with the exception of Japan, are typicaflade by Intevac’s direct sales force,
whereas sales in Japan of disk sputtering prodgudsother products are typically made by Intevdajsanese distributor, Matsubo, who
provides services such as sales, installation,amfyrrand customer support. Intevac also has saiigdiin Singapore and in Hong Kong, along
with field offices in Japan, Malaysia, Korea ande8rhen, China to support its equipment
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customers in Asia. Selling, general and administeatxpense for the three and six months ended 28n2008 included $976,000 and
$1.9 million, respectively, of equitjased compensation expense. Selling, general anihiattative expense for the three and six montiuee
June 30, 2007 included $748,000 and $1.4 millieapectively, of equity-based compensation expense.

The decrease in selling, general and admatige spending in the three and six months ended 28, 2008 as compared to the same
periods in the prior year was primarily the resifillecreases in costs related to business develdpmestomer service and support in the
Equipment segment, a reduction in legal expensasceged with the Unaxis litigation and a reductiomaccruals for bonus and employee p
sharing plans, partially offset by the added expassociated with the two companies acquired irt 2@@evac’s selling, general and
administrative headcount increased from 95 at 302007 to 119 at June 28, 2008. Selling, germrdladministrative expenses are expected
to increase in 2008 over the amount spent in 2Q@7pdimarily to a projected increase in costs eelab customer service and support for the
Equipment segment, increased operating costs feaemtly-acquired businesses, and the additionybksiness development personnel in the
Intevac Photonics segment. This will be partiaffset by lower provisions for employee profit shmgyiand bonus plans, resulting from
Intevac’s expectations of losses in 2008.

Interest income and other, net

Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentage:
Interest income and other, r $80¢€ $1,53¢ (47.0% $2,215% $2,85¢ (22.9%

Interest income and other, net consists pilynaf interest and dividend income on investmeantsl foreign currency gains and losses. The
decrease in the three and six months ended Jurg®@8,was driven by a lower average balance ofsimrents and foreign currency losses.
Interest income and other, net is expected to dseren 2008 due to the sale of a real estate imegdtin the fourth quarter of 2007 and a
reduction in interest income due primarily to auetibn in interest rates.

Provision for income taxes.

Three months ended Six months ended
June 28, June 30, % June 28, June 30, %
2008 2007 Change 2008 2007 Change
(in thousands, except percentages)
Provision (benefit) for income tax $(95E) $3,32¢ (128.79)% $(2,24¢) $7,87¢ (128.5%

Intevac’s effective income tax rate for theethand six months ended June 28, 2008 was 50.8%3816%, respectively. Intevac’s effective
income tax rate for the three and six months elddeé 30, 2007 was of 22.4% and 26.9%, respectiVély effective tax rate differs from the
applicable statutory rates due primarily to thdéization of deferred and current credits, the dffdfgpermanent differences and the geographical
composition of Intevac’s worldwide earnings. Thauxarly effective rate is computed by separatelylydpg an estimated U.S. tax rate to U.S.
earnings and an estimated foreign tax to foreigniegs to arrive at an overall effective tax raiethe quarter in accordance with FASB
Interpretation No. 18 “Accounting for Income Tadednterim Periods, an interpretation of APB opimio. 28.” Intevac’s effective tax rate is
highly dependent on the availability of tax creditgl the geographic composition of Intevac's worttearnings.
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Liquidity and Capital Resources

At June 28, 2008, Intevac had $116.1 milliorcash, cash equivalents, and investments compa&0.7 million at December 31, 2007.
During the first six months of 2008, cash and ceghivalents decreased by $1.7 million, due primdadlthe cash used by operating activities,
purchase of fixed assets and a scheduled paym#éme tmvners of DeltaNu, LLC, which was only paftiaffset by the net sale of investments.

Operating activities used cash of $20.0 millie the first six months of 2008 and provided cas$17.3 million during the six months enc
June 30, 2007. The decrease in cash provided bytipg activities was due primarily to the reduntia net income in the first six months of
2008, an increase in accounts receivable, andraa®z in accrued payroll during the first six menth2008.

Accounts receivable totaled $29.1 million and 28, 2008, compared to $14.1 million at Decer8tie2007. The increase of $15.0 million
in the receivable balance was due primarily to26@ Lean systems recognized as revenue in the deg@mrter. Total net inventories increased
to $25.7 million at June 28, 2008, compared to $22illion at December 31, 2007. Accounts payablaesed by $1.5 to $6.2 million at
June 28, 2008. Accrued payroll and related liabgidecreased by $3.6 million during the six morthded June 28, 2008 due primarily to
lower bonuses and profit sharing payments. Othenuad liabilities declined by $542,000 to $4.9 roill at June 28, 2008. Customer advances
decreased by $482,000 during the first six monft&008, as liquidations related to revenue recagmiivere slightly higher than new advances
billed to Intevac’s customers.

Investing activities in the first six months2008 generated cash of $19.2 million. Proceent® fsales and maturities of investments, net of
purchases, totaled $21.5 million. Capital expemdgdor the six months ended June 28, 2008 werilion.

Financing activities in the first six months2008 used cash of $1.1 million. Intevac gener&@40,000 during the six months ended
June 28, 2008 from the sale of Intevac common diodktevac’'s employees through Intevac’s empldyeeefit plans. Intevac made a
scheduled payment of $2.0 million to the ownerBeltaNu, LLC, which Intevac acquired in the firstagter of 2007.

Subsequent to the second fiscal quarter 08 2B@evac acquired certain assets of OC Oerlikatz&s Ltd. for an undisclosed amount. For
additional information, see Note 14 of Notes to @amsed Consolidated Financial Statements.

Intevac has generated operating income folastethree fiscal years, after incurring annuaraging losses from 1998 through 2004. Inte
currently expects to incur an operating loss in&@ue to the reduction in Equipment revenue aspened to 2007.

As of June 28, 2008, Intevac had $78 millian yalue invested in auction rate securities (“AR®Uring the quarter ended March 29, 20
Intevac recorded an unrealized loss of $1.6 miltiae to the failure of the auctions associated thiéise securities. Intevac has determined this
reduction in fair value to be temporary. Refer w8 of Notes to Condensed Consolidated FinaSt&Ements and Item 1A Risk Factors for
further details regarding Intevac’s investmentaRS.

Intevac has entered into a line of credit vitigroup Global Markets Inc. under which approately $20 million is available. Intevac
intends to use this line to help secure its abititfjund cash requirements until Intevac is abléquidate its ARS holdings.

Intevac believes that its existing cash, aghivalents, short-term investments and creditifaeiill be sufficient to meet its cash
requirements for the foreseeable future. Intevienis to undertake approximately $5 to $7 milliocéapital expenditures during the remair
of 2008.
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Critical Accounting Policies and Estimates

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

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

Estimates and assumptions about future ewentsheir effects cannot be determined with cetfaintevac bases its estimates on historical
experience and on various other assumptions believbe applicable and reasonable under the ciraunmoss. These estimates may change as
new events occur, as additional information is ivlgteh and as Intevac’s operating environment charnigesse changes have historically been
minor and have been included in the consolidateahitial statements as soon as they become knowaddition, management is periodically
faced with uncertainties, the outcomes of whichrarewithin its control and will not be known forgdonged periods of time. Many of these
uncertainties are discussed in the section belditlezh“Risk Factors.” Based on a critical assesshoé Intevac’s accounting policies and the
underlying judgments and uncertainties affectirgdpplication of those policies, management bedi¢hiat Intevac’s consolidated financial
statements are fairly stated in accordance wittGA2\P, and provide a meaningful presentation ofvates financial condition and results of
operation.

For further information about Intevac’s crdi@ccounting policies, see the discussion ofaaitaccounting policies in Intevac’'s 2007 Form
10-K. Management believes that there has beengmifisant change during the six months ended J@&&Q@08 to the items identified as
critical accounting policies in Intevac’s 2007 Foi@+K.

Item 3. Quantitative and Qualitative Disclosures About MarkRisk

Interest raterisk. Intevac’s exposure to market risk for changes fergst rates relates primarily to its investmentfptio. Intevac does not
use derivative financial instruments in Intevacigastment portfolio. Intevac places its investmavith high quality credit issuers and, by
policy, limit the amount of credit exposure to ame issuer. Investments typically consist of conuiapaper, auction rate securities and debt
instruments issued by the U.S. government andygscies.
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The table below presents principal amountsrataled weighted-average interest rates by yearabfirity for Intevac’s investment portfolio
at June 28, 2008.

Fair
2008 2009 2010 Beyond Total Value
Cash equivalent
Variable rate amoun $13,917 — — — $ 13,917 $ 13,917
Weightec-average rat 2.3%
Shor-term investment
Fixed rate amount $11,94¢ — — — $ 11,94¢ $ 11,99:
Weightec-average rat 4.22%
Long-term investment
Fixed rate amount — $2,00( — — $ 2,00( $ 2,00(
Weighte-average rat 4.4%%
Variable rate amoun — — — $76,19¢ $ 76,19t $ 76,19:
Weightec-average rat 3.13%
Total investment portfoli $25,86¢ $2,00( — $76,19¢ $104,06( $104,10:

In the first six months of 2008, Intevac’s Aina Rate Securities have experienced multiplethductions. Based on Intevac’s valuation
model and an analysis of other-than-temporary impent factors, the Company wrote down its ARS itmests to an estimated fair value of
$76.8 million at March 29, 2008. This write-dowrsuéied in a temporary impairment charge of $1.6iom) which is reflected as an unrealized
loss within other comprehensive income. Managemanéws impairments associated with the above @omance with Emerging Issues Task
Force (“EITF") 03-01 and FSP SFAS 115-1 and 124Fhe Meaning of Other-Than-Temporary-Impairment #sdApplication to Certain
Investments,” to determine the classification @& timpairment as “temporary” or “other-than-tempgraA temporary impairment charge
results in an unrealized loss being recorded irother comprehensive income component of stockihsl@guity. Such an unrealized loss does
not reduce net income for the applicable accoungieripd because the loss is not viewed as othertgraporary.

Foreign exchangerisk. From time to time, Intevac enters into foreign eaay forward exchange contracts to economicallygbhexbrtain of
Intevac’s anticipated foreign currency transacttoaslation and re-measurement exposures. Thetolgef these contracts is to minimize the
impact of foreign currency exchange rate movementitevac’s operating results. At June 28, 208&\ac had no foreign currency forward
exchange contracts.

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

Intevac maintains a set of disclosure contaold procedures that are designed to ensure floatiation relating to Intevac, Inc. required to
be disclosed in periodic filings under the Secesitexchange Act of 1934, or Exchange Act, is remdrgrocessed, summarized and reporte
a timely manner under the Exchange Act. In connaatiith the filing of this Form 10-Q for the quarended June 28, 2008, as required under
Rule 13a-15(b) of the Exchange Act, an evaluatias warried out under the supervision and with tiréigpation of management, including
the Chief Executive Officer and Chief Financial iodfr, of the effectiveness of Intevac’s disclostwatrols and procedures as of the end of the
period covered by this quarterly report. Basedhis évaluation, Intevac’s Chief Executive OfficeidaChief Financial Officer concluded that
Intevac’s disclosure controls and procedures wieetive as of June 28, 2008.

Attached as exhibits to this Quarterly Repoé certifications of the CEO and the CFO, whiaghraquired in accordance with Rule 13a-14
of the Securities Exchange Act of 1934, as ameffrchange Act). This Controls and Procedures sedatidudes the information concerning
the controls evaluation referred to in the cerdifions,
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and it should be read in conjunction with the ¢iedtions for a more complete understanding ofttipécs presented.
Definition of Disclosure Controls

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

Limitations on the Effectiveness of Controls

Intevac management, including the CEO and Gfehot expect that Intevac’s Disclosure Controlginternal control over financial
reporting will prevent all error and all fraud. Amrol system, no matter how well designed and atee; can provide only reasonable, not
absolute, assurance that the control system’s tigsowill be met. Further, the design of a congydtem must reflect the fact that there are
resource constraints, and the benefits of contnoist be considered relative to their costs. Becatigee inherent limitations in all control
systems, no evaluation of controls can provide lals@ssurance that all control issues and inssaot&aud, if any, within the Company have
been detected. These inherent limitations inclhéer¢alities that judgments in decision-making lsariaulty and that breakdowns can occur
because of simple error or mistake. Controls caa bé circumvented by the individual acts of soms@ns, by collusion of two or more
people, or by management override of the contiidie. design of any system of controls is based ihgracertain assumptions about the
likelihood of future events, and there can be rewemnce that any design will succeed in achieumgtated goals under all potential future
conditions. Over time, controls may become inadegbacause of changes in conditions or deteriorétidhe degree of compliance with
policies or procedures. Because of the inhereritdiions in a cost-effective control system, mitstaents due to error or fraud may occur and
not be detected.

Changes in internal controls over financial reportng

There were no changes in Integaiciternal controls over financial reporting thatorred during the period covered by this QuartBdport
on Form 10-Q that have materially affected, orrassonably likely to materially affect, Intevaagdrnal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings
Patent Infringement Complaint against Unax

As previously described, on July 7, 2006, atefiled a patent infringement lawsuit against klsdJSA, Inc., a wholly owned subsidiary of
OC Oerlikon Balzers Ltd. (Oerlikon) and its afftks, Unaxis Balzers AG and Unaxis Balzers, Ltdh&United States District Court for the
Central District of California. On July 14, 2008, jgart of the acquisition of certain assets of ®el, Intevac entered into a settlement
agreement which dismissed all claims in the lifigat

Other Legal Matters

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

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

The majority of our revenue is derived frore gale of equipment used to manufacture commoditgyets such as disk drives and
semiconductors. This subjects us to business cyttlegiming, length and volatility of which can G#ficult to predict. When demand for
commodity products exceeds capacity, then demangkfio capital equipment such as ours tends to tpdifeed. Conversely, when supply of
commodity products exceeds demand, then demantkeiercapital equipment such as ours tends to beegepd. For example, sales of systems
for magnetic disk production were severely depr$sam mid-1998 until mid-2003 and grew rapidlyfi®004 through 2006. The number of
new systems delivered or scheduled for delivetphénsecond half of 2007 was significantly lowemthiae number of systems delivered in the
first half of the year, and we are projecting thewv system shipments will be significantly lower2d08 than 2007. We cannot predict with any
certainty when these cycles will begin or end.

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

We must effectively manage our resources aodyttion capacity to meet rapidly changing dem#&t. business experiences rapid growth
and contraction, which stresses our infrastructaternal systems and managerial resources. Dpenigds of increasing demand for our
products, we must have sufficient manufacturingacétp and inventory to meet customer demand; ditratain and motivate a sufficient
number of qualified individuals; and effectively nze our supply chain. During periods of decreadamand for our products, we must be
able to align our cost structure with prevailingrked conditions; motivate and retain key employaed effectively manage our supply chain.
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Sales of our equipment are primarily dependent amr @eustomers’upgrade and capacity expansion plans and whether oustomers sele
our equipment.

We have no control over our customers’ upgia@ttk capacity expansion plans, and we cannot leetisay will select, or continue to select,
our equipment when they upgrade or expand the&aip The sales cycle for our equipment systemsheaa year or longer, involving
individuals from many different areas of the Compand numerous product presentations and demaosisdbor our prospective customers.
Our sales process also commonly includes produdfigamples, customization of our product and itetan of evaluation systems in the
factories of our prospective customers. We do ntgrénto longterm contracts with our customers, and until areorsl actually submitted by
customer there is no binding commitment to purclmasesystems. Intevac Photonics’ business is albgst to long sales cycles because many
of its products, such as our military imaging protdy often must be designed into the customerspeoducts, which are often complex state-
of-the-art products. These development cycles fiea anulti-year, and our sales are contingent ancastomers successfully integrating our
product into their product, completing developmeintheir product and then obtaining production osder their product from the U.S.
government or its allies.

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

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

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

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

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

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

We have invested heavily, and continue, te@styvin the development of new products, espeaialiynew Lean Etch system. Our success in
developing and selling new products depends upa@riaty of factors, including our ability to: pretlifuture customer requirements, make
technological advances, achieve a low total costafership for our products, introduce new prodectschedule, manufacture products cost-
effectively including transitioning production tolume manufacturing; commercialize and attain austoacceptance of our products; and
achieve acceptable and reliable performance ohewr products in the field. Our new product decisiand development commitments must
anticipate continuously evolving industry requiremsesignificantly in advance of sales. In additie® must successfully expand into new or
related markets, including the semiconductor mafidket
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our Lean Etch system, correctly assessing theddittee markets, developing cost effective prodtetaddress the markets, and establishing
effective sales and support of the new products.

Rapid technological change in the hard diskedisemiconductor and imaging markets requireuapidly develop new technically
advanced products. Our future success dependstiompaur ability to develop and offer new produeith improved capabilities and to
continue to enhance our existing products. If nesdpcts have reliability or quality problems, o@rfermance may be impacted by reduced
orders, higher manufacturing costs, delays in decee and payment for new products and additieraice and warranty expenses.

Our operating results fluctuate significantly fromuarter to quarter, which can lead to volatility ithe price of our common stock.

Over the last eight quarters, our quartenieneies has fluctuated between $16.8 million and%88llion and our operating income (loss)
a percentage of revenues has fluctuated betweenxapyately (42.3%) and 23.2% of revenues. Overstérae period, the price of our common
stock has fluctuated between $10.14 and $30.58hzee.

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

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

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

At June 28, 2008, we held $78 million of aantrate securities. The market for these secuti@esshistorically been highly liquid, even
though the auction rate securities that we holcchanderlying maturities ranging from 23 to 40 yeatse liquidity was achieved through
auctions, which occurred every 7 or 28 days dependi the security, in which the interest paid aohesecurity was reset to current market
rates. We never intended to hold these securiiesaturity, but rather to use the auction featarsell the securities as needed to provide
liquidity. Since February 2008, all of these auttiate securities have failed auction. The auatide securities will continue to be illiquid until
a successful auction process is reinstated, theyeatructured into a more liquid security, or gdyus found outside of the auction process. We
do not know when, or if, this will occur. All of éhauction rate securities held by us are studemt $tructured issues, originated under the U.S.
Department of Education’s Federal Family Educatioan Program with principal and interest 97% — 9&3asured by the U.S. Department
of Education. All of the auction rate securitieqittioue to be rated AAA, but there is no assurahe¢ AAA ratings will continue in the future.
We have reclassified all of these securities froworisterm to long-term investments and recordesghapbrary impairment charge of
$1.6 million. If: (1) the issuers of the auctioneraecurities are unable to successfully resumtozse or (2) the issuers do not redeem the
auction rate securities; or (3) a liquid markettfog auction rate securities does not developdpthe U.S. Department of Education fails to
support its guaranty of the obligations; or (5)sther any other valuation metrics or processesgéhahen the Intevac may be required to
further adjust the carrying value of the auctiote isecurities and/or record an other-than-tempadnapairment charge.
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In order to increase its liquidity we enteneth of credit with Citigroup Global Markets Insecured by $58 million of our auction rate
securities. At June 28, 2008, approximately $20ionilof credit is available pursuant to the loaaility. If we are unable to maintain the line
credit, or if the interest rate of the line of dtad prohibitive or the amount of the line of cieid insufficient, we could experience difficulién
meeting its cash requirements until the marketHerauction rate securities becomes liquid agaihves could have to seek additional debt
funding to finance its operations.

We operate in an intensely competitive marketplaece our competitors have greater resources thandoe

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

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

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

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

We sell many of our imaging products and sswidirectly to the U.S. government, as well gzrtme contractors for various U.S.
government programs. Our revenues from governnuarttacts totaled $14.1 million, $10.2 million, a®8.9 million in 2007, 2006, and 2005,
respectively. Funding of multi-year government peags is subject to congressional appropriationd there is no guarantee that the U.S.
government will make further appropriations. Satethe U.S. government and its prime contractorg aiso be affected by changes in
procurement policies, budget considerations anitigadldevelopments in the United States or abrddm loss of funding for a government
program would result in a loss of future revenuésbaitable to that program. The influence of afiyhese factors, which are beyond our
control, could negatively impact our results of igtions.

A significant portion of our U.S. governmeatenue is derived from fixed-price development pratiuction contracts. Under fixed-price
contracts, unexpected increases in the cost tdazwve manufacture a product, whether due to inetewestimates in the bidding process,
unanticipated increases in material costs, redpoeduction volumes, inefficiencies or other fact@e borne by us. We have experienced cost
overruns in the past that have
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resulted in losses on certain contracts, and mpgréence additional cost overruns in the future.akéerequired to recognize the total estim
impact of cost overruns in the period in which tlaeg first identified. Such cost overruns couldédavmaterial adverse effect on our results of
operations.

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

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

Changes to our effective tax rate affect our resutif operations.

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

Our success depends on international sales andrfeagement of global operations.

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

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

We must regularly assess the size, capabhifitylocation of our global infrastructure and makeropriate changes to address these issues.
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Our success is dependent on recruiting and retaipia highly talented work force.

Our employees are vital to our success, and@&umanagement, engineering and other employeedifficult to replace. We generally do
not have employment contracts with our key empley€&erther, we do not maintain key person life iagge on any of our employees. The
expansion of high technology companies worldwide inareased demand and competition for qualifiedqrenel, and has made companies
increasingly protective of prior employees. It nieeydifficult for us to locate employees who are subject to non-competition agreements and
other restrictions.

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

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

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

Our business depends on the integrity of our inegtual property rights

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

From time to time, we have received claims Waare infringing third parties’ intellectual grerty rights or seeking to invalidate our rights.
We cannot ensure that third parties will not in fileire claim that we have infringed current oufat patents, trademarks or other proprietary
rights relating to our products. Any claims, withvathout merit, could be time-consuming, resultostly litigation, cause product shipment
delays or require us to enter into royalty or lgieg agreements. Such royalty or licensing agreé&mémequired, may not be available on
terms acceptable to us.

We could be involved in litigation.

From time to time we may be involved in litiige of various types, including litigation allegjiinfringement of intellectual property rights
and other claims. For example, in July 2006, Intdfilad a patent infringement lawsuit against UsadSA, Inc. and its affiliates Unaxis
Balzers AG and Unaxis Balzers, Ltd. alleging inflgment by Unaxis of a patent relating to our 208r_system. See Part Il, Item | of this
Form 10-Q for further information regarding thisvisuit, which was dismissed in July 2008. Litigatisrexpensive, subjects us to the risk of
significant damages and requires significant mamegge time and attention and could have a mateni@dleaverse effect on our business,
financial condition and results of operations.

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

We have completed a number of acquisitiongndusur operating history. For example, in 2007 ,agquired
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certain assets of DeltaNu, LLC and certain asde®@ative Display Systems, LLC. We have spentwitidikely continue to spend significant
resources identifying and acquiring businessedra808 acquired certain assets of OC Oerlikon &alttd. Acquisitions involve numerous
risks including: (1) difficulties in integrating ¢hoperations, technologies and products of theiestjagompanies; (2) the diversion of our
management’s attention from other business conganus(3) the potential loss of key employees efdabquired companies. Failure to achieve
the anticipated benefits of these and any futugeiia@tions or to successfully integrate the operetiof the companies we acquire could have a
material and adverse effect on our business, fiahnondition and results of operations. Any futacguisitions could also result in potentially
dilutive issuance of equity securities, acquisitiondivestiture-related write-offs or the assuraptof debt and contingent liabilities.

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

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

Business interruptions could adversely affect oyserations.

Our operations are vulnerable to interruptigrfire, earthquake or other natural disaster, guiimes or other disruptions associated with
infectious diseases, national catastrophe, tetractvities, war, disruptions in our computing as@mmunications infrastructure due to power
loss, telecommunications failure, human error, alor electronic security breaches and compuiteses, and other events beyond our
control. We do not have a fully implemented dethiligsaster recovery plan. Despite our implemenationetwork security measures, our tc
and servers are vulnerable to computer viruseskhres and similar disruptions from unauthorizemparing with our computer systems and
tools located at customer sites. Political instbdould cause us to incur increased costs irspartation, make such transportation unreliable,
increase our insurance costs and cause internhtorrancy markets to fluctuate. This same instighilould have the same effects on our
suppliers and their ability to timely deliver theiroducts. In addition, we do not carry sufficibasiness interruption insurance to compensate
us for all losses that may occur, and any lossesrages incurred by us could have a material adwffect on our business and results of
operations. For example, we self-insure earthquiaks, because we believe this is the prudent irzudecision based on the high cost of the
limited coverage available in the earthquake insceanarket. An earthquake could significantly di$rour operations, most of which are
conducted in California. It could also significantlelay our research and engineering effort on peucts, most of which is also conducte
California. We take steps to minimize the damagg Would be caused by an earthquake, but there éeriainty that our efforts will prove
successful in the event of an earthquake.

We are required to evaluate our internal control@vfinancial reporting under Section 404 of the Szanes-Oxley Act of 2002, and any
adverse results from such evaluation could resulta loss of investor confidence in our financial perts and have an adverse effect on our
stock price.

Pursuant to Section 404 of the Sarbanes-Oxé¢yf 2002, our management must perform evaluatidfrour internal control over financial
reporting. Beginning in 2004, our Form 10-K haduked a report by management of their assessmeheafdequacy of such internal control.
Additionally, our independent registered publicaaating firm must publicly attest to the effectiess of our internal control.

We have completed the evaluation of our irgkcontrols over financial reporting as requiredSsction 404 of the Sarbanes-Oxley Act.
Although our assessment, testing, and evaluatisultesl in our conclusion that as of December 30720ur internal controls over financial
reporting were effective, we cannot predict thecomie of our testing in future periods. Ongoing cbamze with this requirement is complex,
costly and time-consuming. If: (1) Intevac failsni@intain effective internal control over financiaporting, (2) our management does not
timely
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assess the adequacy of such internal control;)auiBindependent registered public accounting filmes not deliver an unqualified opinion as
to the effectiveness of our controls, then we cdaddsubject to: (1) restatement of previously reggbfinancial results, (2) regulatory sanctions
and (3) the public’s perception of Intevac may ohexlwhich could have a material and adverse effeciur business, financial condition and
results of operations.

Item 2. Unregistered Sales of Equity Securities and UsdéPobceeds

None.

Item 3. Defaults upon Senior Securities

None.

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

Intevac’s annual meeting of stockholders wald May 15, 2008. The following actions were takgithis meeting:

Abstentions
Affirmative Negative Votes and Broker
Votes Votes Withheld Non-Votes
(a) Election of Director
Norman H. Pon( 20,200,59 — 422,06. —
Kevin Fairbairn 20,319,85 — 302,80« —
David S. Dury 20,138,39 — 484,25¢ —
Stanley J. Hill 20,136,73 — 458,91¢ —
Robert Lemo:t 20,136,60 — 486,05( —
Ping Yang 20,320,17 — 302,47t —
(b) Proposal to approve an amendment to the 200dtyEiqpcentive Plal
to increase the number of shares reserved fornssuhereunder by
500,000 share 17,114,22 880,89( — 2,627,53
(c) Ratification of Grant Thornton LLP as indepentipublic
accountants for the fiscal year ending DecembeRGa8 20,372,66 241,87 — 8,12(

Item 5. Other Information
None.
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Item 6. Exhibits
The following exhibits are filed herewith:

Exhibit
Number Description

311 Certification of President and Chief Executive ©éfi Pursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of Vice President, Finance and Adrsiration, Chief Financial Officer, Treasurer andr@eary Pursuant to Section 302
of the Sarban«Oxley Act of 2002

32.1 Certification Pursuant to U.S.C. 1350 adopted RPamsto Section 906 of the Sarba- Oxley Act of 2002
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SIGNATURES

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

INTEVAC, INC.

Date: August 7, 200¢ By: /s/ KEVIN FAIRBAIRN
Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer;

Date: August 7, 2008 By: /s/ JEFFREY ANDRESON
Jeffrey Andreson
Vice President, Finance and Administrati
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Office
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Exhibit 31.1
I, Kevin Fairbairn certify that:
1. | have reviewed this Quarterly Report on Forr-Q of Intevac, Inc.

2. Based on my knowledge, this report does not coraaynuntrue statement of a material fact or omététe a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nigtadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all materi:
respects the financial condition, results of operet and cash flows of the registrant as of, andtfe periods presented in this rep

4.  The registrant’s other certifying officer(s)cal are responsible for establishing and maintgimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%(d internal control over financial reportirag @efined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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

(b) Designed such internal control over financ&darting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdeng the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegettierally accepted accounting principles.

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

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

5.  The registrant’s other certifying officer(s)dal have disclosed, based on our most recent atrafuof internal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

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

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

Date: August 7, 2008

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




Exhibit 31.2

I, Jeffrey Andreson certify that:

1.
2.

5.

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

Based on my knowledge, this report does notado any untrue statement of a material fact oit torstate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statemetd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrar's other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedures (.
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the registrant and hay

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

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

(c) Evaluated the effectiveness of the registragtisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls andgualures, as of the end of the period coveredibyé¢port based on such evaluation;
and

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

The registrant’s other certifying officer(s)dal have disclosed, based on our most recent atiatuof internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

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

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

Date: August 7, 2008

/s! JEFFREY ANDRESON

Jeffrey Andreson

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




Exhibit 32.1

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

I, Kevin Fairbairn, certify, pursuant to 183JC. Section 1350, as adopted pursuant to SedliéroBthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 18e@the quarterly period ended June 28, 2008 fodisnplies with the requirements of Section
13(a) or 15(d) of the Securities Exchange Act d4Land 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

I, Jeffrey Andreson, certify, pursuant to 18IC. Section 1350, as adopted pursuant to Seefiérof the Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 10eQthe quarterly period ended June 28, 2008 fedisnplies with the requirements of Section
13(a) or 15(d) of the Securities Exchange Act dd4Land that information contained in such Form 1f&i@y presents in all material respects
the financial condition and results of operatiohintevac, Inc.

By: /s/ JEFFREY ANDRESOI

Name Jeffrey Andresol

Title: Vice President, Finance and Administrati
Chief Financial Officer, Treasurer and Secre

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



