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Washington, DC 20549
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X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 29, 200
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.
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Registrant’s telephone number, including area code(408) 986-9888

Indicate by check mark whether the regist(ahhas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pasta@s. Yesx] No O
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TABLE OF CONTENTS

PART I. FINANCIAL INFORMATION
Item 1. Financial Statemer
CONDENSED CONSOLIDATED BALANCE SHEET
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS ANDOMPREHENSIVE INCOME
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT
Item 2. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior
Item 3. Quantitative and Qualitative DisclosureAbMarket Risk
PART Il. OTHER INFORMATION
Item 1. Legal Proceedin(
Item 2. Changes in Securiti
Item 3. Defaults upon Senior Securit
Item 4. Submission of Matters to a Vote of Sec-Holders
Item 5. Other Informatiol
Item 6. Exhibits and Reports on Fori-K
SIGNATURES
EXHIBIT INDEX

EXHIBIT 99.1




Table of Contents

INTEVAC, INC.
INDEX
No.
PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (unaudite
Condensed Consolidated Balance Sh
Condensed Consolidated Statements of Operation€amgprehensive
Income
Condensed Consolidated Statements of Cash F
Notes to Condensed Consolidated Financial Statex
Item 2. Management’s Discussion and Analysis of Financ@hdition and Results
of Operations
Item 3. Quantitative and Qualitative Disclosures About MarRisk
PART II. OTHER INFORMATION
Item 1. Legal Proceeding
Item 2. Changes in Securitie
Item 3. Defaults Upon Senior Securiti
Item 4. Submission of Matters to a Vote of Sect-Holders
Item 5. Other Informatior
Item 6. Exhibits and Reports on Forn-K
SIGNATURES

Page

o O

10
20

21
21
21
22
22

23




Table of Contents
PARTI. FINANCIAL INFORMATION
Item 1. Financial Statements

INTEVAC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

June 29, December 31,
2002 2001
(Unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 16,64¢ $ 18,157
Accounts receivable, net of allowances of $221 $2#b at June 29,

2002 and December 31, 2001, respecti 7,522 8,04¢
Income taxes recoverak 6,36¢ —
Inventories 22,09( 21,69
Prepaid expenses and other current a: 38¢ 47¢

Total current asse 53,01 48,37:

Property, plant and equipment, | 7,02¢ 8,86¢
Investment in 601 California Avenue LL 2,431 2,431
Debt issuance costs and other |-term asset 794 49¢
Total asset $ 63,26« $ 60,16:
| |

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payabl $ 1,89/ $ 2,62¢
Accrued payroll and related liabiliti¢ 1,79¢ 1,57:
Other accrued liabilitie 3,971 3,541
Customer advance 17,77¢ 13,46«
Total current liabilities 25,431 21,21
Convertible note 37,54¢ 37,54¢

Shareholder equity:
Common stock, no par val 19,231 19,09:
Accumulated other comprehensive incc 14z 122
Accumulated defici (29,099 (17,807
Total shareholde’ equity 282 1,40¢
Total liabilities and sharehold¢ equity $ 63,26¢ $ 60,16¢
| I

See accompanying notes.
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

INTEVAC, INC.

AND COMPREHENSIVE INCOME

(In thousands, except per share amounts)

Net revenue:
Cost of net revenue

Gross profit (loss

Operating expense
Research and developmt
Selling, general and administrati

Total operating expens:

Operating los!
Interest expens
Interest income and other, r

Loss from continuing operations before income t:
Benefit from income taxe

Net income (loss

Other comprehensive income (los
Unrealized foreign currency translation adjustn

Total comprehensive income (los

Basic earnings per shai
Income (loss) from continuing operatic
Net income (loss
Shares used in per share amol
Diluted earnings per shar
Income (loss) from continuing operatic
Net income (loss
Shares used in per share amol

(Unaudited)

Three months ended

Six months ended

June 29, June 30, June 29, June 30,
2002 2001 2002 2001
$ 8,38t $ 9,49( $15,05¢ $19,49¢
6,382 9,671 12,08¢ 16,27¢
2,00: (181) 2,96¢ 3,21¢
2,97 3,60¢ 6,10¢ 7,108
1,83¢ 1,787 3,54¢ 3,45¢€
4,81 5,39¢ 9,652 10,56:
(2,810 (5,577 (6,686 (7,342
(661) (732) (1,329 (1,470
16¢€ 1,79¢ 35E 514
(3,309 (4,515 (7,659 (8,29¢)
(4,159 — (6,369 —
$ 852 $(4,515) $(1,290) $(8,29¢)
— — — —
9 (25) 20 (26)
$ 861 $(4,540) $(1,270 $(8,324)
| | | |
$ 0.07 $ (0.39) $ (0.11) $ (0.70
$ 0.07 $ (0.3¢) $ (0.13) $ (0.70)
12,06( 11,93¢ 12,05: 11,91¢
$ 0.07 $ (0.39) $ (0.17) $ (0.70)
$ 0.07 $ (0.39 $ (0.11) $ (0.70
12,26: 11,93¢ 12,05 11,91¢

See accompanying notes.
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INTEVAC, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Six months ended

June 29, June 30,
2002 2001

Operating activities
Net loss $(1,290 $ (8,29¢)
Adjustments to reconcile net loss to net cash aisth equivalents used in

operating activities

Depreciation and amortizatic 1,867 2,191
Foreign currency (gain)/los 1 @
Loss on disposal of investme — 80:3
Changes in operating assets and liabili (1,629 (5,590
Total adjustment 23¢ (2,599
Net cash and cash equivalents used in operatingtizst (2,05)) (10,89

Investing activities
Purchase of investmer — (5,467)
Proceeds from sale of investme — 38,447
Purchase of leasehold improvements and equip (625) (2,189
Net cash and cash equivalents provided by (usedve}ting activities (625) 30,80(

Financing activities
Proceeds from issuance of common sl 144 21¢
Net cash and cash equivalents provided by finanaatiyities 144 21¢
Effect of exchange rate changes on ¢ 20 (26)
Net increase (decrease) in cash and cash equis (1,517 20,09¢
Cash and cash equivalents at beginning of p¢ 18,157 4,61¢
Cash and cash equivalents at end of pe $16,64* $ 24,71«
| I

Supplemental Schedule of Cash Flow Informatiol
Cash paid for
Interest $ 1,22( $ 1,37¢

See accompanying notes.
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
1. Business Activities and Basis of Presentatio

Intevac, Inc.’s businesses are the designufaature and sale of complex capital equipmend isenanufacture products such as flat
panel displays and thin-film disks and the desiganufacture and sale of commercial products basedahnology developed by the
Photonics Technology Division (the “Products Grgugid the development of highly sensitive eleciptieal devices and systems for the
US military and its allies (the “Photonics Techrgptdivision”).

Systems sold by the Products Group’s (foryngse Equipment Division) Memory and Flat Panelfdlay Divisions are typically used to
deposit highly engineered thin-films of materialasubstrate, or to modify the characteristics@nogerties of thirfilms already deposited
a substrate. These systems generally utilize ptgeyi manufacturing techniques and processes, tepemder high levels of vacuum, are
designed for high-volume continuous operation as& precision robotics, computerized controls anmdpiex software programs to fully
automate and control the production process. Ptsdnanufactured with these systems include celhphomlor displays, automotive displa
computer monitors and disks for computer hard diskes. The Products Group’s Intensified Imagingi§lion was formed during the second
quarter of 2002 to design, manufacture and sellnsernial products based on technology developethdyhotonics Technology Division.
Products include low-cost extreme low-light-levahteras for commercial applications and photodidoiesse in high-speed fiber optic
networks.

The Photonics Technology Division is devethgpelectro-optical devices and systems that périgitly sensitive detection of photons in
the visible and short wave infrared portions ofgspectrum. This development work is aimed at angatiew products for both military and
industrial applications. Products include Lasarriinated Viewing and Ranging (“LIVAR®"§ystems for positive target identification at Ic
range, low-cost extreme low-light-level camerasuse in security and military applications.

The financial information at June 29, 2008 & the three- and six-month periods ended Jn@@02 and June 30, 2001 is unaudited,
but includes all adjustments (consisting only ofmal recurring accruals) that the Company considecgssary for a fair presentation of the
financial information set forth herein, in accordarwith accounting principles generally accepteth@United States of America (“U.S.
GAAP”) for interim financial information, the instctions to Form 10-Q and Article 10 of RegulatiotX SAccordingly, it does not include all
of the information and footnotes required by U.®A® for annual financial statements. For furthdoimation, refer to the Consolidated
Financial Statements and footnotes thereto incluni¢ile Company’s Annual Report on Form 10-K fae flscal year ended December 31,
2001.

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

The Company evaluates the collectibilityraide receivables on an ongoing basis and provasves against potential losses when
appropriate.

The results for the three- and six-monthgmsiended June 29, 2002 are not considered inddaattithe results to be expected for any
future period or for the entire year.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
2. Inventories

The components of inventory consist of thHefang:

June 29, December 31,
2002 2001
(in thousands)
Raw material $ 4,45¢ $ 5,65¢
Work-in-progress 6,45: 11,96:
Finished good 11,18 4,07(
$22,09( $21,69:
| |

Finished goods inventory consists of completeits at customer sites undergoing installatioth @acceptance testing.
3. NetIncome (Loss) Per Share

The following table sets forth the computataf basic and diluted earnings per share:

Three months ended Six months ended
June 29, June 30, June 29, June30,
2002 2001 2002 2001

(in thousands)
Numerator:

Numerator for basic earnings per sh— income

(loss) available to common stockhold $ 852 $(4,515) $(1,290 $(8,29¢)
Effect of dilutive securities

6 1/2% convertible notes(. — — — —
Numerator for diluted earnings per sh— income

(loss) available to common stockholders after agslim

conversions $ 852 $(4,51%) $(1,290 $(8,299)

I | | |
Denominator

Denominator for basic earnings per share — weighted

average share 12,06( 11,93¢ 12,05! 11,91¢
Effect of dilutive securities
Employee stock options(. 202 — — —

6 1/2% convertible notes(. — — — —

Dilutive potential common shar: 202 — — —

Denominator for diluted earnings per share — adjlist
weighte-average shares and assumed conver: 12,26: 11,93¢ 12,05 11,91¢

(1) Diluted EPS for the three- and six-month peésiended June 29, 2002 and June 30, 2001 excladenfiverted” treatment of the
Convertible Notes as their inclusion would be aliltitive. The number of “as converted” shares edetlifor the three- and six-month
periods ended June 29, 2002 and June 30, 2001,823,364 and 1,999,758, respectivt

(2) Diluted EPS for the three-month period endetkeJ30, 2001 and for the six-month periods ended 29, 2002 and June 30, 2001
excludes the effect of employee stock options as thclusion would be anti-dilutive. The numberasfiployee stock options excluded
for the thre-month period ended June !
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

2001 was 199,420, and the number of employee stpitins excluded for the six-month periods endett &9, 2002 and June 30, 2001
was 131,138 and 186,505, respectiv

4. Segment Reporting
Segment Description

Intevac, Inc. has two reportable segmentsPitoducts Group and the Photonics Technology iBiviSThe Company’s Products Group
sells complex capital equipment primarily usedhi@ manufacturing of thin-film disks and flat padedplays and commercial products based
on technology developed by the Photonics Technolaigision. The Company’s Photonics Technology Dimisis developing military
products utilizing electron sources that permithhigsensitive detection of photons in the visibhel ghort-wave infrared spectrum.

Included in corporate activities are general coapmexpenses less an allocation of corporate egpaaperating units equal to 1% of
revenues.

Business Segment Net Revenues

Three months ended Six months ended
June 29, June 30, June 29, June 30,
2002 2001 2002 2001

(in thousands)

Products Grouj $6,611 $6,18:% $11,54¢ $14,11°¢
Photonics Technology Divisic 1,774 3,301 3,50¢ 5,38(
Total $8,38¢ $9,49( $15,05¢ $19,49¢
I I | |

Business Segment Profit & Loss and Reconiaitidb Consolidated Pre-tax Profit (Loss)

Three months ended Six months ended
June 29, June 30, June 29, June 30,
2002 2001 2002 2001

(in thousands)

Products Grou $(2,057) $(4,697) $(4,702) $(5,25¢)
Photonics Technology Divisic (20€) (400 (909 (1,062
Corporate activitie (559 (48€) (2,080 (1,026
Operating los! (2,810 (5,577 (6,68¢€) (7,342)
Interest expens (6617) (732) (1,329 (1,470
Interest incom 66 331 14C 912
Other income and expense, 10z 1,46: 21t (39¢)
Loss from continuing operations before income t: $(3,309) $(4,515) $(7,65%) $(8,29¢)
| | | |
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

Geographic Area Net Trade Reven

Three months ended Six months ended
June 29, June 30, June 29, June 30,
2002 2001 2002 2001

(in thousands)

United State: $2,53( $5,987 $ 6,767 $ 9,08¢
Far Eas 5,85k 3,50¢ 7,98¢ 10,207
Europe — — 30C 60
Rest of World — — — 14C
Total $8,38¢ $9,49( $15,05¢ $19,49¢

[ | [ | [ | [ |

5. Income Taxes

The Company accrued a tax benefit of $4.Haniland $6.4 million, respectively, for the thresd six-month periods ended June 29,
2002. This resulted from recent federal tax lawngfes that allow losses incurred in 2001 and 200 toarried back 5 years. The Company
paid federal income taxes of approximately $5.2iomlfor 1996, $0.9 million for 1997 and $0.5 noli for 1998. The Company filed a
Corporate Application for Tentative Refund in theaunt of $6.4 million on June 6, 2002, based ortdlkable loss included in the
Company'’s 2001 Federal Tax Return. The Companywedé¢he $6.4 million refund early in the third gtes of 2002. The Company’s
Federal Tax Returns, and any refunds resulting tteem, are subject to audit for 3 years from the ¢iled. For the three-and six-month
periods ended June 30, 2001, the Company did mwot@a tax benefit due to the inability at thatdito realize additional refunds from loss
carry-backs. The Company’s $17.7 million defer@dasset is fully offset by a $17.7 million valaetiallowance, resulting in a net deferred
tax asset of zero at June 29, 2002.

6. Capital Transactions

During the six-month period ending June ZH)2, Intevac sold stock to its employees undeCihmmpany’s Stock Option and Employee
Stock Purchase Plans. A total of 56,381 shares issued for which the Company received $144,000.

7. Subsequent Event

On July 12, 2002 the Company completed tleh@xge of $36,270,000 in aggregate principal amotits 6 1/2% convertible notes due
2004 for $29,543,000 of its new 6 1/2% convertgbordinated notes due 2009 and $7,585,000 in gadtagding accrued interest. The new
6 1/2% convertible subordinated notes due 200¢@mgertible, at the holders option, into Intevamomon shares at a conversion price of

$7.00 per share. $1,275,000 in aggregate prinaipalunt of the 6 1/2% convertible subordinated ndtes2004 remained outstanding after
the closing of the exchange offer.
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Item 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

This Quarterly Report on Form 10-Q contains forwdodking statements, which involve risks and uraeties. Words such as
“believes”, “expects”, “anticipates” and the likeridicate forward-looking statements. The Compangtaal results may differ materially
from those discussed in the forw-looking statements. Factors that might cause sudtiference include, but are not limited to, thekr
factors set forth elsewhere in this Quarterly Remar Form 1-Q under “Certain Factors Which May Affect Futur@&ating Results’and in
other documents the Company files from time to tititle the Securities and Exchange Commission, dietuthe Company’s Annual Report
on Form 10-K filed in March 2002, Form 10-Q’s andrf 8-K's.

Critical Accounting Policies and Estimates

Management’s discussion and analysis of imantial condition and results of operations argeldaupon our consolidated financial
statements, which have been prepared in accordgititeaccounting principles generally accepted m thnited States of America
(“US GAAP"). We review the accounting policies we use in repgrbur financial results on a regular basis. Tteparation of these financ
statements requires us to make estimates and judgrtat affect the reported amounts of assetsilitias, revenues and expenses and re
disclosures of contingent assets and liabilities.a® ongoing basis, we evaluate our estimatesjdimgy those related to revenue recognition,
accounts receivable, inventories, income taxestaméy obligations, long-lived assets, contingeneied litigation. We base our estimates on
historical experience and on various other assumgtihat are believed to be reasonable under thanestances, the results of which form
basis for making judgments about the carrying valugssets and liabilities. Results may differ frtirase estimates due to actual outcomes
being different from those on which we based osuagptions. These estimates and judgments are regiew management on an ongoing
basis. The Audit Committee and our auditors re\dgymificant estimates and judgements prior to thiglip release of our financial results.

Our significant accounting policies are dést in Note 2 to the consolidated financial staeta included in Item 8 of the Company’s
Annual Report on Form 10-K. We believe the followiritical accounting policies affect the more gfigant judgments and estimates made
in the preparation of our consolidated financiatetents.

Revenue Recognition ¥e recognize revenue using the guidance from SBE Stcounting Bulletin No. 101 “Revenue Recognitio
Financial Statements.” Our revenue recognitiongyalequires that there be persuasive evidencesafes contract, that the price is fixed, that
product title has transferred, that product paynnbt contingent on any factors and is reasonas$yred, and that we have completed all
the material tasks and deliverables required bytimract.

Revenues for systems are recognized upoonroestacceptance. For large deposition and RTPragstipped through a distributor,
revenue is typically recognized after the distriisutas accepted the system at our factory andyiiera has been shipped. For large
deposition and RTP systems sold direct to end oests, revenue is recognized after installationaruptance of the system at the customer
site. When we believe that there may be higher tttamal end-user installation and acceptance idsuesystems shipped through a
distributor, such as when the first unit of a nedgsigned system is delivered, then we defer revemtognition until the distributor’s
customer has also accepted the system. Revenueglfoology upgrades, spare parts, consumablegratatype products built by the
Photonics Technology Division are generally recagdiupon shipment. Service and maintenance com&gaehue, which to date has been
insignificant, is recognized ratably over appli@bbntract periods or as the service is performed.

We perform best efforts research and devedspiwork under various research contracts. Revenubese contracts is recognized in
accordance with contract terms, typically as castsincurred. Typically, for each contract, we cadtrtmperform certain research and
development efforts up to an agreed upon amourtomhmection with these contracts, we receive fumadim an incremental basis up to a
ceiling. Some of these contracts are cost shanimgiure, where Intevac is reimbursed for a pontibtine total costs expended. In addition,
have, from time to time, negotiated with a thirdtpado fund a portion of our costs in return for a

10
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joint interest to our rights at the end of the cact. In the event a particular contract «-runs its agreed upon amount, we may be liable for
the additional costs.

Inventories —We make provisions for potentially excess and adisdhventory based on backlog and forecasted deénkéowever, order
backlog is subject to revisions, cancellations, mstheduling. Actual demand will inevitably diffeom forecasted demand due to a number
of factors. For example, the thin-film disk indysltras suffered from over-capacity and poor finadnesults, which has led to industry
consolidation. Consolidation can lead to the abdlits of used equipment that competes at very poiges with our products. Financial stress
and consolidation in the Company’s customer bareatso lead to the cancellation of orders for potslafter we have incurred substantial
costs related to those orders. Such problems lesudted, and may continue to result, in excessohsdlete inventory, and the provision of
related reserves.

Warranty —The Company'’s standard warranty is twelve montbsfcustomer acceptance. During this warranty peaipdnecessary
non-consumable parts are supplied and installgatoiision for the estimated warranty cost is reedrdt the time revenue is recognized.

Results of Operations

Three Months Ended June 29, 2002 and June 30,

Net revenuedNet revenues consist primarily of sales of equiphoesied to manufacture flat panel displays, equigrased to manufacture
thin-film disks, related equipment and system congmts and contract research and development ratatbe development of electro-optical
devices and systems. Net revenues decreased 188#taillion for the three months ended June 29228om $9.5 million for the three
months ended June 30, 2001. Net revenues fromrdti&ts Group increased to $6.6 million for theethmonths ended June 29, 2002 from
$6.2 million for the three months ended June 30,120 he increase in Products Group revenue wasapifinthe result of an increase in sales
of disk and flat panel manufacturing systems pliytaffset by a decrease in sales of technologyraggs and spare parts and by the sale
last system in inventory from our discontinued &lat beam product line in the three months endeé 30, 2001. Net revenues from the
Photonics Technology Division decreased 46% to $ilion for the three months ended June 29, 206&hf$3.3 million for the three mont
ended June 30, 2001 primarily as a result of desetaontract R&D revenue.

The three months ended June 29, 2002 dicholotde any revenue from five flat panel depositsystem upgrades delivered during the
first quarter of 2002. These upgrades, which represver $7 million in revenue, have all been ilfestbat the customer site. The hardware
portion of the order, which represents 90% of tiiepvalue, has been accepted and has been pdiy éar distributor. However, our
distributor’s customer is operating the base systems at fodiaity and is not willing to take the systems afélfor sufficient time to permit |
to complete the balance of our acceptance angtesédures for these upgrades. Without this finakptance by the end user, our internal
policies prohibit revenue recognition. We are upablpredict with any certainty when the custom#éirgvant us access to complete the final
acceptance tests. We expect that there will bemaihéffect on net income at the time we recognézemnue for these five upgrades.

International sales increased 67% to $5.8anifor the three months ended June 29, 2002 8tB million for the three months ended
June 30, 2001. The increase in international sa¢essprimarily due to an increase in net revenua® filisk and flat panel manufacturing
systems. International sales constituted 70% ofewatnues for the three months ended June 29, &0037% of net revenues for the three
months ended June 30, 2001.

Backlog.The Company’s backlog of orders for its products %27.8 million at June 29, 2002 and $52.9 milawdune 30, 2001. The
reduction was primarily due to a lower backloglaf panel deposition systems, five of which weketato revenue in the fourth quarter of
2001. The Company includes in backlog the valugusthase orders for its products that have schddldévery dates.
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Gross marginCost of net revenues consists primarily of purctiamaterials, fabrication, assembly, test and ifetah labor and
overhead, customer-specific engineering costs,améyrcosts, royalties, provisions for inventoryer®®s, scrap and costs attributable to
contract research and development. Gross margiadned to 24% for the three months ended JunedP2, fPom (2%) for the three months
ended June 30, 2001.

Products Group gross margins increased to2@%e three-month period ended June 29, 2008 {&0) for the three-month period
ended June 30, 2001. Products Group margins isgbend quarter of 2001 were negatively impactetheyrovision of a $2.4 million
inventory reserve related to a custom multi-chiple system manufactured for a customer that cegeitions and by the sale of an
electron beam processing system at a gross mafrggathan 10%. Products Group margin during #oesd quarter of 2001 without the
effect of these two items would have been 42%, drighan the margin reported for the second quaft2002. The reduction in gross margin
was due primarily to lower shipments of technologgrades and the sale of a used disk manufactsystgm at a discounted price in the
three months ended June 29, 2002.

Photonics Technology Division gross margiresen6% for both the three-month periods ended 20n2002 and June 30, 2001. The
Company expects that Photonics gross margin wititélate from quarter to quarter based on the velatix of revenues derived from sales
products, from fully funded research and developraentracts and from cost shared research anda@weint contracts.

Research and developmeResearch and development expense consists prirohplptotype materials, salaries and related aufsts
employees engaged in ongoing research, designen@iogppment activities for flat panel manufacturaguipment, disk manufacturing
equipment, and research by the Photonics Techn®@aggion. Company funded research and developragpénse decreased to $3.0 million
for the three months ended June 29, 2002 from i$8l®n for the three months ended June 30, 208gresenting 36% and 38%, respecti\
of net revenue. The decrease was primarily thdtreslower spending for the development of flahphand disk manufacturing equipment,
partially offset by accelerated depreciation oB$fillion on a disk manufacturing system that wespdsed of during the 2nd quarter of 20

Research and development expenses do natilcbsts of $1.4 million and $3.5 million, respeay, for the three-month periods ended
June 29, 2002 and June 30, 2001 related to com&search and development performed by the Compdihyotonics Technology Division.
These expenses are included in cost of net revenues

Research and development expenses also diochale costs of $0.1 million and $0.3 millionspectively in the three-month periods
ended June 30, 2002 and June 30, 2001, reimbunskt the terms of various research and developousttsharing agreements.

Selling, general and administrativBelling, general and administrative expense canpisinarily of selling, marketing, customer support
production of customer samples, financial, tramenagement, legal and professional services, ahdddat expense. Domestic sales are r
by the Company’s direct sales force, whereas iateynal sales are made by distributors and reptatess that provide services such as
sales, installation, warranty and customer supfitie. Company also has a subsidiary in Singaposepport customers in Southeast Asia.

Selling, general and administrative expenas $1.8 million for both the three-month perioddezhJune 29, 2002 and June 30, 2001,
representing 22% and 19%, respectively, of netmege

Interest expensénterest expense consists primarily of interesthenCompany’s convertible notes. Interest experae$@.7 million for
both the three-month periods ended June 29, 2002wame 30, 2001.

Interest income and other, nétterest income and other, net totaled $0.2 mildod $1.8 million for the three months ended Juhe 2
2002 and June 30, 2001, respectively. Interesnirrcand other, net in 2002 consisted primarily tériest and dividend income on
investments. Interest and other income, net in 2001
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consisted of a $1.2 million gain on the dispositipreviously reserved Pacific Gas & Electric coennial paper and interest and dividend
income on other investments.

Provision for (benefit from) income taxd$ie Company accrued a tax benefit of $4.2 millienthe three-month period ended June 29,
2002. This resulted from recent federal tax lawngfess that increased the length of time over whiskds incurred in 2001 and 2002 could be
carried back from 2 years to 5 years. The Compaiy federal income taxes of approximately $5.2iomilfor 1996, $0.9 million for 1997
and $0.5 million for 1998. The Company filed a Gogie Application for Tentative Refund in the amboih$6.4 million on June 6, 2002,
based on the taxable loss included in the Compa201 Federal Tax Return. For the three monthsdeddne 30, 2001, the Company did
accrue a tax benefit due to the inability at tiragtto realize additional refunds from loss caraghks. The Company’s $17.7 million deferred
tax asset is fully offset by a $17.7 million valieatallowance, resulting in a net deferred tax asbeero at June 29, 2002.

Six Months Ended June 29, 2002 and June 30,

Net revenuedNet revenues decreased 23% to $15.1 million fosthenonths ended June 29, 2002 from $19.5 millasrthe six months
ended June 30, 2001. Net revenues from the Pro@uotsp decreased to $11.6 million for the six merghded June 29, 2002 from
$14.1 million for the six months ended June 30,120he decrease in net revenues from the ProduocigpGvas due primarily to the sale of
an electron beam manufacturing system during tbersequarter of 2001, and, to a lesser extent, lo@xenues in 2002 from technology
upgrades and spare parts, partially offset by dhe af a disk manufacturing system in 2002. Neenexes from the Photonics Technology
Division decreased to $3.5 million for the six mmmended June 29, 2002 from $5.4 million for tikxensonths ended June 30, 2001. The
decrease in Photonics sales was primarily thetre$dlecreased contract R&D activities during 2002.

International sales decreased 20% to $8.[Bomilor the six months ended June 29, 2002 fro@.4illion for the six months ended
June 30, 2001. The decrease in international saléisg the six months ended June 29, 2002 was phnthue to a decrease in net revenues
from disk manufacturing equipment. Internationaésaonstituted 55% of net revenues for the sixthmanded June 29, 2002 and 53% of
net revenues for the six months ended June 30,.2001

Gross marginGross margin was 20% for the six months ended 2@n2002 as compared to 17% for the six monthsaeddee 30, 200:
Gross margin in the Products Group was 23% for bwtsix-month periods ended June 29, 2002 and3Qr2001. Products Group gross
margin in the six months ended June 29, 2002 wgatively impacted by the high initial costs to cdete Intevac’s first MDP 200 system
and by under-utilization of the factory. Product®@ gross margin in the six months ended Jun@@l was negatively impacted by the
previously mentioned provision of a $2.4 milliorvémtory reserve related to the custom multi-chiploie system and by the sale of an
electron beam processing system at low gross méapgiotonics Technology Division gross margin inseshto 9% for the six months ended
June 29, 2002 from 0% for the six months ended 30n2001. The Company expects that gross margitiei Photonics Technology
Division will fluctuate from quarter to quarter leson the relative mix of revenues derived fronesalf prototype products, from fully
funded research and development contracts anddosinshared research and development contracts.

Research and developmeB@bmpany funded research and development expenssaded 14% to $6.1 million for the six months ended
June 29, 2002 from $7.1 million for the six monémeled June 30, 2001, representing 41% and 36%eatdsgly, of net revenue. The decre
was primarily the result of lower spending for thevelopment of flat panel and disk manufacturingigeent, partially offset by accelerated
depreciation of $0.5 million on a disk manufactgrystem that was disposed of during the 2nd quaft2002.

Research and development expenses do natilcbsts of $2.8 million and $5.6 million, respesty, for the six-month periods ended
June 29, 2002 and June 30, 2001 related to com&search and development performed by the Compddtyotonics Technology Division.
These expenses are included in cost of net revenues
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Research and development expenses also diochale costs of $0.2 million and $0.4 millionspectively, in the sixaonth periods ende
June 29, 2002 and June 30, 2001, reimbursed uneléetms of various research and development basing agreements.

Selling, general and administrativBelling, general and administrative expense was §8lion for both the six month-periods ended
June 29, 2002 and June 30, 2001, representing Bd%&%, respectively, of net revenue.

Interest expensénterest expense decreased to $1.3 million fosthenonths ended June 29, 2002 from $1.5 milliothensix months
ended June 30, 2001. The decrease in interest sxpeas due primarily to the Company’s repurchasepgrtion of its convertible notes in
the 4th quarter of 2001.

Interest income and other, nétterest income and other, net totaled $0.4 mildod $0.5 million for the six months ended June22®2
and June 30, 2001, respectively. Interest incondeodimer, net in 2002 consisted primarily of int¢@sd dividend income on investments.
Interest and other income, net in 2001 consisteal®d.8 million loss on the disposition of Paciias & Electric commercial paper, which
was offset primarily by interest and dividend ina@on other investments.

Provision for (benefit from) income taxd$ie Company accrued a tax benefit of $6.4 millionthe six-month period ended June 29,
2002. This resulted from recent federal tax lawngfes that increased the length of time over whiskds incurred in 2001 and 2002 could be
carried back from 2 years to 5 years. The Compaiy federal income taxes of approximately $5.2iomlfor 1996, $0.9 million for 1997
and $0.5 million for 1998. The Company filed a Gugie Application for Tentative Refund in the ambah$6.4 million on June 6, 2002,
based on the taxable loss included in the Comp&804 Federal Tax Return. For the six months eddeeé 30, 2001, the Company did not
accrue a tax benefit due to the inability at tivaketto realize additional refunds from loss caragcks. The Company’s $17.7 million deferred
tax asset is fully offset by a $17.7 million valioatallowance, resulting in a net deferred tax egbeero at June 29, 2002.

Liquidity and Capital Resources

The Company'’s operating activities used ads$il.1 million for the six months ended June 282 The cash used was due primarily to
the net loss incurred by the Company, which watiglgroffset by increases in customer advanced,tandepreciation and amortization. In
the six months ended June 30, 2001, the Compaiperating activities used cash of $10.9 milliae grimarily to inventory increases and
net loss incurred by the Company.

The Company’s investing activities used aafs0.6 million for the six months ended June 2Z8)2as a result of the purchase of fixed
assets. In the six months ended June 30, 200Cah®any’s investing activities provided cash of 83@illion as a result of the net sale of
investments, which was partially offset by the fmaige of fixed assets. During the six months ended 30, 2001, the Company converted all
of its short-term investments into cash or cashvadents.

The Company’s financing activities providessis of $0.1 million and $0.2 million for the six-nth periods ended June 29, 2002 and
June 30, 2001 as the result of the sale of the @ogip common stock to its employees through the @omw’'s employee benefit plans.

On July 12, 2002 the Company completed tleb@xge of $36,270,000 in aggregate principal amofits 6 1/2% convertible notes due
2004 for $29,543,000 of its new 6 1/2% convertdbordinated notes due 2009 and $7,585,000 in oadhding accrued interest. The new
6 1/2% convertible subordinated notes due 200¢@mgertible, at the holders option, into Intevamomon shares at a conversion price of
$7.00 per share. $1,275,000 in aggregate prineipalunt of the 6 1/2% convertible subordinated ndtes2004 remained outstanding after
the closing of the exchange offer.
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Certain Factors Which May Affect Future Operating Results
Our significant amount of debt could have gat&ve effect on us and on our security holders.

After completing the exchange of our conydetinotes early in quarter 3, we have $1.3 milbégonvertible notes due in 2004 (the
“existing notes”) and $29.5 million of convertibtetes due 2009 (the “exchange notes”) outstanding.aggregate $30.8 million of notes
commit us to substantial principal and interestgations. Our significant amount of debt could hantevac and holders of our common
stock and convertible notes in many ways, including

« reducing the funds available to finance our busirgserations and for other corporate purposes becaportion of our cash flow from
operations must be dedicated to the payment o€ipahand interest on our del

« impairing our ability to obtain additional finangror working capital, capital expenditures, acdigas or general corporate purposes;
« increasing our vulnerability to increases in ingtmates;

* placing us at a competitive disadvantage becausgrevsubstantially more leveraged than certairuotompetitors;

« hindering our ability to adjust rapidly to changimgrket conditions; and

» making us more vulnerable financially in the eveind further downturn in general economic cond#iam in our business.

Our ability to meet our debt service obligas will be dependent on our future operating perémce and cash flow. Our operating
performance and cash flow, in part, are subjebusiness, financial and economic factors beyoncontrol.

We may not have the financial resources tairepase our convertible notes in the event of agestion resulting in a change of control,
the termination of trading of our common stock aistribution of the capital stock of a subsidiagnstituting our Photoncis business

We may be unable to repurchase our conventibtes in the event of a transaction that regulischange in control or if a termination of
trading of our common stock occurs, or, in the a#sbe exchange notes, a distribution to all @f lelders of our common stock of all the
capital stock of a subsidiary that at the time titutes our Photonics business. Holders of existioges may require us to repurchase all or a
portion of their existing notes upon a change intag or a termination of trading. Holders of exnga notes may require us to repurchase all
or a part of their exchange notes upon a changeritrol, a termination in trading or a distributiohthe capital stock of the Photonics
business. If a change in control, a terminatiotrading or a distribution of the capital stock & tPhotonics business were to occur, we may
not have enough funds to pay the repurchase mricallfnotes for which repurchase is requested. fiiyre credit agreements or other debt
agreements may prohibit the repurchase of theiegisibtes or exchange notes upon a change in ¢amtapon a termination of trading, or,
the case of the exchange notes, a distributiohetapital stock of the Photonics business, or pnayide that a change in control or a
termination in trading or a distribution of the @apstock of the Photonics business constitutesvemt of default under that debt agreement.
If a change in control or termination of tradingcors at a time when we are prohibited from repwstitathe existing notes or a change in
control, a termination of trading or distributiohaapital stock of the Photoncis business occursnulie are prohibited from repurchasing the
exchange notes, we could seek the consent of ndets to repurchase the existing notes or exchaoigs, as the case may be, or could
attempt to refinance the debt agreements. If weadmbtain the lenders consent, we could not répase the existing or exchange notes. Our
failure to repurchase the existing notes or exchargges would constitute an event of default utideiparticular indenture governing such
notes, which might constitute an event of defantter the terms of our other debt.
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We may undertake significant additional finagctransactions in order to maintain sufficientsbato conduct our operations.

Our cash and cash equivalents of approxim&6.6 million as of June 29, 2002 was reducethby$7.6 million paid upon completing
the exchange of our convertible notes. In late,Ju/received a $6.4 million federal income taxuref based upon the claim filed in June.
may need to obtain additional financing to fund fuiure operations and we may seek to raise additiinds through a variety of alternative
sources, including the sale of additional secugitiefrom other financing arrangements or assess@ur board of directors has from time to
time considered a number of possible transacti®ash transactions might include:

« attempting to raise additional equity through pailoli private offerings,

« attempting to raise additional debt financing,

« undertaking a rights offering to obtain financimgrh our existing shareholders,
« selling off a portion of our assets to raise addil capital, or

« obtaining a line of credit.

We may undertake one or more of these transactyasdo not know whether we will be able to compketg of these transactions on a
timely basis, on terms satisfactory to us, or talr example, we may not have access to newalapithe public or private markets until our
results of operations improve, if at all. In adudlitji some of these transactions may result in sggmif dilution to our existing security holders
or impairment of their rights. Nonetheless, if we anable to complete one or more of these traiasegtour ability to maintain our ongoing
operations, and to pay principal and interest shaan our outstanding notes when due, may be jdizeat.

The majority of our new products address nad emerging markets.

We have invested heavily in the developmémpiroducts that address new markets. The Photdmichnology Division's LIVAR® target
identification system and low-cost low-light lexemera products are designed to offer significantlyroved capability to military
customers. The Products Group has developed &lgedeposition tool and a rapid thermal procestiogto address growing segments of
flat panel display equipment market that are ingehth displace products offered by competing mastufars. Additionally, the Products
Group'’s Intensified Imaging Division is developiogmmercial products based on the technology deedlby the Photonics Technology
Division. Failure of these products to performmended or to successfully penetrate these newetsaakd develop into profitable product
lines will have an adverse effect on our business.

Demand for capital equipment is cyclical.

Our Products Group sells capital equipmermtaaital intensive industries, which sell commodgiitpducts such as flat panel displays and
disk drives. These industries operate with highdixosts. When demand for these commodity proéuxaseds capacity, then demand for
new capital equipment such as ours tends to beif@dpMWhen supply of these commodity products exisedemand, then the demand for
new capital equipment such as ours tends to beegepd. The cyclical nature of the capital equiprirehistry means that in some years sales
of new systems by us will be unusually high, arat th other years sales of new systems by us wiidverely depressed. We are currently in
a period where sales of new systems for disk prtimluare depressed. Failure to anticipate or respckly to the industry business cycle
could have an adverse effect on our business.

Our business is subject to rapid technicalraea

Our ability to remain competitive requirepstantial investments in research and developriidetfailure to develop, manufacture and
market new systems, or to enhance existing systeithdrave an adverse effect on our business. Riora to time, we have experienced
delays in the introduction of, and technical
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difficulties with, some of our systems and enhaneets. Our future success in developing and sedmgpment will depend upon a variety
factors, including our ability to accurately predigture customer requirements, technological adgancost of ownership, our introduction of
new products on schedule, cost-effective manufagjuand product performance in the field. Our newadpct decisions and development
commitments must anticipate continuously evolvingdustry requirements significantly in advance désaAny failure to accurately predict
customer requirements and to develop new genesatibproducts to meet those requirements would bhavedverse effect on our business.

Our products are complex, constantly evohangd are often designed and manufactured to indalidustomer requirements that require
additional engineering.

Our Products Group systems have a large nuaflsmponents and are highly complex. We may B&pee delays and technical and
manufacturing difficulties in future introductions volume production of new systems or enhanceméntddition, some of the systems that
we manufacture must be customized to meet indiVidustomer site or operating requirements. We Hiavited manufacturing capacity and
engineering resources and may be unable to contpletdevelopment, manufacture and shipment of thesducts, or to meet the required
technical specifications for these products imeety manner. Such delays could lead to reschedoligders in backlog, or in extreme
situations, to cancellation of orders. In additime, may incur substantial unanticipated costs eéaréyproduct’s life cycle, such as increased
engineering, manufacturing, installation and supposts that we may be unable to pass on to theres. In some instances, we depend
upon a sole supplier or a limited number of supplfer complex components or sub-assemblies utilizéts products. Any of these factors
could adversely affect our business.

Our Photonics Technology Division does notgeaterate significant revenues from product sales.

To date, the activities of the Photonics Texdbgy Division have concentrated on the developgroéits technology and prototype
products that demonstrate this technology. Revefurehis division have been derived primarily fraesearch and development contracts
funded by the United States Government and itsraottrs and our Photonics Technology Division hetstg earn an annual profit. We
continue to develop standard photonics productsdte to military and commercial customers. Thet&ios Technology Division will
require substantial further investment in salesraadketing, in product development and in additiggmaduction facilities to support the
planned transition to volume sales of photonicglpobs to military and commercial customers. Thene lse no assurance that we will succ
in these activities and generate significant safggoducts based on our photonics technology.

The sales of our disk and flat panel prodacesdependent on substantial capital investmerdgurycustomers.

The purchase of our systems, and the purdifasther related equipment and facilities, reqaiegtremely large capital expenditures by
our customers. These costs are far in excess abtteof our systems alone. The magnitude of sapital expenditures requires that our
customers have access to large amounts of capiahat they are willing to invest that capital plang periods of time to be able to purct
our equipment. Some of our customers, particuttibge that would otherwise purchase our disk matwufamg products, may not be willing,
or able, to make the magnitude of capital investmequired.

Rapid increases in areal density are redudhmgnumber of thin-film disks required per diskveri

Over the past few years the amount of datadain be stored on a single thin-film computek tiss been increasing at approximately
100% per year. Although the number of disk drivesdpced has continued to increase each year, tivglyin areal density has resulted in a
reduction in the number of disks required per disite. TrendFocus, a market research firm spedamgjim the disk drive industry, projects
that the number of thifilm disks used worldwide declined in 2001 from Rd6vels. Without a significant technological charay an increas
in the number of disks required, our disk equipnsatis are largely limited to upgrades of exisipgtems, rather than capacity expansion or
system replacement.
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Our competitors are large and well financedlammpetition is intense.

We experience intense competition in the Productai@ For example, our disk and flat panel prodegserience competition worldwis
from competitors including Anelva Corporation, Utvdapan, Ltd. and Unaxis Holdings, Ltd., each ofttvinas sold substantial numbers of
systems worldwide. Anelva, Ulvac and Unaxis alldnaubstantially greater financial, technical, méng manufacturing and other resources
than we do. There can be no assurance that ouratiorp will not develop enhancements to, or fuyeeerations of, competitive products
that will offer superior price or performance faatsior that new competitors will not enter our neséskand develop such enhanced products.

Given the lengthy sales cycle and the significaméstment required to integrate equipment intarta@ufacturing process, we believe |
once a manufacturer has selected a particular isnsptquipment for a specific application, thatmfacturer generally relies upon that
supplier’'s equipment and frequently will continoepurchase any additional equipment for that appbo from the same supplier.
Accordingly, competition for customers in the equgnt industry is intense, and suppliers of equigmeay offer substantial pricing
concessions and incentives to attract new custoareetain existing customers.

Our business depends on the integrity of ntelliectual property rights.

There can be no assurance that:

« any of our pending or future patent applicationl aé allowed or that any of the allowed applicasawill be issued as patents;
« any of our patents will not be invalidated, deemaadnforceable, circumvented or challenged;

« the rights granted under our patents will providepetitive advantages to us;

« any of our pending or future patent applicationt is$ue with claims of the scope sought by ust iéll;

« others will not develop similar products, duplicate products or design around our patents; or

« patent rights, intellectual property laws or ouresgnents will adequately protect our intellectualpgrty rights.

Failure to adequately protect our intelletpraperty rights could have an adverse effect upanbusiness.

From time to time, we have received claina the are infringing third parties’ intellectualoperty rights. There can be no assurance that
third parties will not in the future claim infringeent by us with respect to current or future patetnademarks, or other proprietary rights
relating to our disk sputtering systems, flat panehufacturing equipment or other products. Anyseré or future claims, with or without
merit, could be time-consuming, result in costlightion, cause product shipment delays or requsreo enter into royalty or licensing
agreements. Such royalty or licensing agreemedntsgiired, may not be available on terms acceptabus, or at all. Any of the foregoing
could have an adverse effect upon our business.

Our operating results fluctuate significantly.

Over the last ten quarters our operating &ssa percentage of net revenues has fluctuateegbetapproximately 59% and 1% of net
revenues. Over the same period our sales per ghane fluctuated between $23.6 million and $5.Bioni. We anticipate that our sales and
operating margins will continue to fluctuate. Aseault, period-to-period comparisons of our resoftsperations are not necessarily
meaningful and should not be relied upon as indinatof future performance.

Operating costs in northern California are hig

Our operations are located in Santa ClaréfdDaia. The cost of living in northern California extremely high, which increases both the
cost of doing business and the cost and difficoftgecruiting new
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employees. Our operating results depend in signifipart upon our ability to effectively managetsand to retain and attract qualified
management, engineering, marketing, manufactucmstomer support, sales and administrative personhe failure to control costs and to
attract and retain qualified personnel could havadverse effect on our business.

Business interruptions could adversely afteatbusiness.

Our operations are vulnerable to interrupbgrfire, earthquake, power loss, telecommunicati@ailure and other events beyond our
control. Additionally, the costs of electricity andtural gas have increased significantly. AnyHertcost increases will impact our ability to
achieve profitability.

A majority of our sales are to internationaistomers.

Sales and operating activities outside ofdhéed States are subject to inherent risks, ol fluctuations in the value of the United
States dollar relative to foreign currencies, fayifjuotas, taxes and other market barriers, paliind economic instability, restrictions on the
export or import of technology, potentially limitéutellectual property protection, difficulties étaffing and managing international operat
and potentially adverse tax consequences. We esigmidicant portion of our revenue from internaid sales, and there can be no assurance
that any of these factors will not have an adveffect on our business.

We generally quote and sell our products $hddllars. However, for some Japanese customerquate and sell our products in Japanese
Yen. From time to time, we enter into foreign cawy contracts in an effort to reduce the overak of currency fluctuations to our business.
However, there can be no assurance that the aftesale of products denominated in foreign cures)and the related foreign currency
hedging activities will not adversely affect oursimess.

Our two principal competitors for disk spuittg equipment are based in foreign countries anekltost structures based on foreign
currencies. Accordingly, currency fluctuations @baause the price of our products to be more,ss, leompetitive than our competitors’
products. Currency fluctuations will decrease haréase, Intevac's cost structure relative to tlidses competitors, which could impact our
competitive position.

We expect the market price of our common siadkconvertible notes to be volatile.

The market price of our common stock has B&peed both significant increases in valuation sigdificant decreases in valuation, over
short periods of time. We believe that factors saslannouncements of developments related to @imdss, fluctuations in our operating
results, failure to meet securities analysts’ elgt@ns, general conditions in the disk drive dmd-film media manufacturing industries and
the worldwide economy, announcements of technot@movations, new systems or product enhancentns or our competitors,
fluctuations in the level of cooperative developtfemding, acquisitions, changes in governmentglif&ions, developments in patents or
other intellectual property rights and changestinrelationships with customers and suppliers cealase the price of our common stock to
continue to fluctuate substantially. In additiomyécent years the stock market in general, anchtri&et for small capitalization and high
technology stocks in particular, have experiencdckeee price fluctuations that have often been lated to the operating performance of
affected companies. Any of these factors could eshhe affect the market price of our common stoc#t the market price of our notes that
are convertible into such common stock.

We routinely evaluate acquisition candidated ather diversification strategies.

We have completed multiple acquisitions as padwfefforts to expand and diversify our business.dxample, our business was initi
acquired from Varian Associates in 1991. Addititpalve acquired our current gravity lubrication anagid thermal processing product lines
in two acquisitions. We also acquired the RPC ebacbeam processing business in late 1997, an@&gqubstly closed this business. We
intend to continue to evaluate new acquisition tdatés and diversification strategies. Any acqigsiwvill involve
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numerous risks, including difficulties in the as#ation of the acquired company’s employees, op@natand products, uncertainties
associated with operating in new markets and wgrliith new customers, and the potential loss ofitguired company’s key employees.
Additionally, unanticipated expenses, difficultesd consequences may be incurred relating to thgretion of technologies, research and
development, and administrative and other functiémy future acquisitions may result in potentiadijutive issuance of equity securities,
acquisition related write-offs and the assumptibdebt and contingent liabilities. Any of the abdaetors could adversely affect our
business.

We use hazardous materials.

We are subject to a variety of governmerggliations relating to the use, storage, dischdrgedling, emission, generation, manufacture,
treatment and disposal of toxic or otherwise hamasdsubstances, chemicals, materials or wastefaiinye to comply with current or future
regulations could result in substantial civil peigsl or criminal fines being imposed on us or dficers, directors or employees, suspension
of production, alteration of our manufacturing pFss or cessation of operations. Such regulationlsl cequire us to acquire expensive
remediation or abatement equipment or to incurtsmbisl expenses to comply with environmental ragjohs. Any failure by us to properly
manage the use, disposal or storage of, or addguestrict the release of, hazardous or toxic s could subject us to significant
liabilities.

Our directors and executive officers contrahajority of our outstanding common stock.

Based on the shares outstanding on Juned@®, Bur current directors and their affiliates and executive officers, in the aggregate,
beneficially own a majority of the outstanding sfmof common stock. These shareholders, actinghtegere able to effectively control all
matters requiring approval by our shareholderduding the election of a majority of the directarsd approval of significant corporate
transactions. Two of our directors also hold 7%hefoutstanding convertible notes.

ltem 3. Quantitative and Qualitative Disclosure About Market Risk

Interest rate riskThe table below presents principal amounts ande@laeighted-average interest rates by year of mityafor our debt
obligations as of June 29, 2002.

Fair
2002 2003 2004 2005 2006  Beyond Total Value
(in thousands)
Long-term debi
Fixed rate — — $37,54¢ — — — $37,54¢ $18,72¢
Average rate 6.5(% 6.5(% 6.5(% — — —

Foreign exchange rislErom time to time, we enter into foreign currenogwfard exchange contracts to economically heddgaiceof its
anticipated foreign currency transaction, transtaind re-measurement exposures. The objectiesétcontracts is to minimize the impact
of foreign currency exchange rate movements ouradipg results. At June 29, 2002, we had no foreigmency forward exchange contracts.
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

On June 12, 1996 two Australian Army BlacknteHelicopters collided in midair during nighttinmeaneuvers. Eighteen Australian
servicemen perished and twelve were injured. Weewsamed as a defendant in a lawsuit related tathigh. The lawsuit was filed in
Stamford, Connecticut Superior Court on June 10918/ Mark Durkin, the administrator of the estatéthe deceased crewmembers, the
injured crewmembers and the spouses of the deceaskaol injured crewmembers. Included in the saililsgations are assertions that the
crash was caused by defective night vision goggdles.suit names three US manufacturers of militégit vision goggles, of which Intevac
was one. The suit also names the manufactureegfitbt’'s helmets, two manufacturers of night visgystem test equipment and the
manufacturer of the helicopter. The suit claims dges for 13 personnel killed in the crash, 5 persbimjured in the crash and spouses of
those killed or injured. It is known that the Awdtan Army established a Board of Inquiry to invgate the accident and that the Board of
Inquiry concluded that the accident was not calmsedefective night vision goggles.

On July 27, 2000 the Connecticut Superiorr€disallowed the defendants’ motion to dismissl#vesuit. That decision was appealed to
the Connecticut Supreme Court. On October 30, 200 Connecticut Supreme Court reversed the Sup@adart’s decision and remanded
case to the trial court with the direction to grmt defendants’ motion to dismiss the suit sulfigcionditions already agreed to by the
defendants. These conditions agreed to by the dafés include (1) consenting to jurisdiction in &aba; (2) accepting service of process in
connection with an action in Australia; (3) makihgir personnel and records available for litigafio Australia; (4) waiving any applicable
statutes of limitation in Australia up to six mostiom the date of dismissal of this action ordach other reasonable time as may be req
as a condition of dismissing this action; (5) $giig) any judgement that may be entered againsh timeAustralia; and (6) consenting to the
reopening of the action in Connecticut in the etbatabove conditions are not met as to any pragfemdant in the action. The plaintiffs
have not commenced litigation against the Comparuistralia. Any such action could expose Inteafutther risk, plus the expense and
uncertainties of defending the matter in a distargign jurisdiction.

Item 2. Changes in Securities

In connection with the completion of the exchanfferdor its 6 1/2% convertible subordinated nodee 2004 on July 12, 2002 (as furt
described in Note 7 of the Consolidated FinanciateBnents), the Company issued a total of $29,4830incipal amount of its new 6 1/2%
convertible subordinated notes due 2009. The rastesonvertible into the Common Stock of the Conypatra conversion price of $7.00 per
share. The issuance of such securities was magdiance on Section 3(a)(9) of the Securities Ac283.

Item 3. Defaults upon Senior Securities
None.
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ltem 4. Submission of Matters to a Vote of Secity-Holders

Our annual meeting of shareholders was helgl 15, 2002. The following actions were taken & theeting:

Abstentions

Affirmative Negative Votes and Broker
Votes Votes Withheld Non-Votes
(a) Election of Director

Norman H. Pon 11,862,31 30,53: — 167,16(
Kevin Fairbairn 11,864,122 28,72 — 167,16(
Edward Durbir 11,886,66 6,17¢ — 167,16(
Robert D. Hempstez 11,875,87 16,96¢ — 167,16(
David N. Lambett 11,886,83 6,00¢ — 167,16(
H. Joseph Smes¢ 11,886,56 6,27¢ — 167,16(

George Farinsky, one of management’s slate of neasitfior election as director, resigned from therB8oa May 2, 2002 and withdrew his
name from consideration as a director.

(b) Ratification of Grant Thornton LLP as indepentauditors 11,890,24 — — 169,76(
Item 5.  Other Information

None.
Item 6. Exhibits and Reports on Form 8-K

(a) The following exhibits are filed herewith

Exhibit
Number Description
99.1 Certification Pursuant to 18 U.S.C. Section 1

(b) Reports on Form 8-K:

On May 8, 2002, the registrant filed a report onnr8-K regarding the offer to exchange up to $18,000 of its 6 1/2% Convertible
Subordinated Notes due 2004 for a combination sificaarrants and new nott
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SIGNATURES

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

INTEVAC, INC.

Date: August 12, 2002
By: /s/ KEVIN FAIRBAIRN

Kevin Fairbairn
President, Chief Executive Officer and Director
(Principal Executive Officer)

Date: August 12, 2002
By: /sl CHARLES B. EDDY Il

Charles B. Eddy llI

Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX
Exhibit
Number Description
99.1 Certification Pursuant to 18 U.S.C. Section 1
24
EXHIBIT 99.1

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 18 U.S%&ction 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that the
Quarterly Report of Intevac, Inc. on Form 10-Qtfue quarterly period ended June 29, 2002 fully deapvith the requirements of Section
13(a) or 15(d) of the Securities Exchange Act @&4.8nd that information contained in such Form 1f&i€y presents in all material respects
the financial condition and results of operatiohintevac, Inc.

By: /sl KEVI N FAI RBAI RN

Name: Kevin Fairbairn
Title: President, Chief Executive Oficer
and Director

I, Charles B. Eddy llI, certify, pursuant to 18 UCSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 1@e@the quarterly period ended June 29, 2002 fudignplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohnfr 10-Q fairly presents in all material
respects the financial condition and results ofragens of Intevac, Inc.

By: /sl CHARLES B. EDDY I1I1

Name: Charles B. Eddy II1

Title: Vice President, Finance and
Admi ni stration, Chief Financial
O ficer, Treasurer and Secretary

End of Filing
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