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SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)

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

For the quarterly period ended June 30, 2001

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)

California 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 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 (orsfiech shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pasti@g@s. YesxI No O

APPLICABLE ONLY TO CORPORATE ISSUERS:

On June 30, 2001 approximately 11,941,834eshaf the Registrant’'s Common Stock, no par valeze outstanding.
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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statements



INTEVAC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

June 30, December 31,
2001 2000
(Unaudited)
ASSETS
Current asset:
Cash and cash equivale $24,71¢ $ 4,61¢
Shor-term investment — 33,78
Accounts receivable, net of allowances of $95 alith$at June 30,

2001 and December 31, 2000, respecti 10,79¢ 9,59:
Inventories 28,68: 15,83:
Prepaid expenses and other current a: 84¢ 844
Deferred tax asse 4,041 4,041

Total current asse 69,08( 68,71«
Property, plant and equipment, | 11,18 11,06(
Investment in 601 California Avenue LL 2,431 2,431
Gooduwill and other intangible — 7
Debt issuance cos 652 774
Deferred tax assets and other as 3,68¢ 3,684

Total asset $87,03( $86,67(

| |

LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:

Notes payabl $ — $ 1,90«
Accounts payabl 6,89¢ 2,751
Accrued payroll and related liabilitie 1,84: 1,53¢
Other accrued liabilitie 6,027 5,10¢
Customer advance 21,32( 16,317
Total current liabilities 36,08¢ 27,62
Convertible note 41,24t 41,24t
Shareholder equity:
Common stock, no par val 18,89« 18,67¢
Accumulated defici (9,195 (871)
Total shareholde’ equity 9,69¢ 17,80¢
Total liabilities and sharehold¢ equity $87,03( $86,67(
| |

See accompanying notes.

1

Table of Contents

INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME
(In thousands, except per share amount:



Net revenue:
Cost of net revenue

Gross profit (loss

Operating expense
Research and developmt
Selling, general and administrati
Restructuring

Total operating expens

Operating los!
Interest expens
Interest income and other, r

Loss from continuing operations before income t:
Provision for (benefit from) income tax

Net loss

Other comprehensive incorr
Unrealized foreign currency translation adjustn

Total comprehensive ot

Basic earnings per sha
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 30, July 1, June 30, July 1,
2001 2000 2001 2000

$ 9,49( $ 9,191 $19,49¢ $15,08:
9,671 7,38: 16,27¢ 12,62«
(181) 1,80¢ 3,21¢ 2,45¢
3,60¢ 2,51¢ 7,10¢ 4,977
1,787 2 3,45¢ 1,587
— — — (615)
5,39¢ 2,514 10,56! 5,94t
(5,577) (70€) (7,347 (3,486
(732) (759) (1,470 (1,517
1,76¢ 764 48¢€ 1,441
(4,540 (701) (8,329 (3,567)
$(4,540) $ (701 $(8,329) $(3,56%)
— — — —
$(4,540) $ (701 $(8,329) $(3,56%)
— — — —
$ (0.39) $ (0.06) $ (0.70) $ (0.30)
$ (0.3¢) $ (0.06) $ (0.70 $ (0.30
11,93¢ 11,78¢ 11,91¢ 11,77:
$ (0.3¢) $ (0.06) $ (0.70 $ (0.30
$ (0.3¢) $ (0.06) $ (0.70 $ (0.30
11,93¢ 11,78¢ 11,91¢ 11,77:

See accompanying notes.
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating activities
Net loss

INTEVAC, INC.

(In thousands)
(Unaudited)

Six months ended

June 30, July 1,
2001 2000
$ (8,329 $ (3,565)



Adjustments to reconcile net loss to net cash asti equivalents used in
operating activities

Depreciation and amortizatic 2,191 2,46¢
Foreign currency gai (D] —
Loss on IMAT investmer — 10z
Restructuring charg— nor-cash portior — 85¢€
Loss on disposal of investme 80:3 —
Changes in assets and liabilit (5,590 (169)
Total adjustment (2,599 3,25¢
Net cash and cash equivalents used in operatingtisst (10,92) (307)

Investing activities
Purchase of investmer (5,467 (74,909
Proceeds from sale of investme 38,44 78,744
Purchase of leasehold improvements and equip (2,189 (1,459
Net cash and cash equivalents provided by invesiitigities 30,80( 2,38¢

Financing activities
Proceeds from issuance of common sl 21¢ 28C
Net cash and cash equivalents provided by finanaatiyities 21¢ 28C
Net increase in cash and cash equival 20,09¢ 2,35¢
Cash and cash equivalents at beginning of pe 4,61¢ 3,29t
Cash and cash equivalents at end of pe $ 24,71 $ 5,65¢
| |

Supplemental Schedule of Cash Flow Informatiol

Cash paid for
Interest $ 1,37¢ $ 1,39«
Income tax refun — (5,709

See accompanying notes.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
1. Business Activities and Basis of Presentation

Intevac, Inc.’s (“Intevac” or the “Companygjimary business is the design, manufacture ardafalomplex capital equipment that is
used to manufacture products such as thin-filmsdiek computer disk drives and flat panel displéifie “Equipment Business”). The
Company also develops highly sensitive electroeaptievices (the “Photonics Business”).

The Equipment Business manufactures thin-figposition and rapid thermal processing equiprieitis used in the manufacture of flat
panel displays, and thin-film deposition and lultion equipment that is used in the manufacturtkioffilm disks for computer hard disk
drives. Spare parts and after-sale service aresalsido purchasers of the Company’s equipmentsafes of components are made to other
manufacturers of vacuum equipment.

The Photonics Business has developed tecgyndhat permits highly sensitive detection of pstin the visible and short wave infrared
portions of the spectrum. This technology when dordb with advanced silicon integrated circuits meakeossible to produce highly
sensitive video cameras. This development workdating new products for both military and indwstepplications. Products include
Intensified Digital Video Sensors, cameras incoatiag those sensors and Laser llluminated ViewimdyRanging “LIVAR ®") systems fo



positive target identification.

The financial information at June 30, 2004 & the three- and six-month periods ended J@2@01 and July 1, 2000 is unaudited, but
includes all adjustments (consisting only of normealurring accruals) that the Company considersssy for a fair presentation of the
financial information set forth herein, in accordarwith accounting principles generally acceptetheUnited States of America (“U.S.
GAAP”) for interim financial information, the instctions to Form 10-Q and Article 10 of RegulatioiX 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 includeédcorporated by reference in the Company’s AatiReport on Form 10-K for the fiscal
year ended December 31, 20

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 collectibilityraie receivables on an ongoing basis and provesves against potential losses when
appropriate.

The results for the three- and six-monthgmsiended June 30, 2001 are not considered inddaattithe results to be expected for any
future period or for the entire year.

2. Recent Accounting Pronouncements

In June 1998, the Financial Accounting Stadsi@oard issued SFAS NO. 133, Accounting for Dagiike Instruments and Hedging
Activities which requires that all derivative fingal instruments be carried at fair value and ptesifor hedge accounting when certain
conditions are met. SFAS No. 133, as amended bySIW¥&\ 137, is effective for fiscal years beginnaftgr June 15, 2000. To date, the
Company has not entered into any derivative firgrinstrument contracts. Thus the Company antiep&FAS No. 133 will not have a
material impact on the Company’s financial positosrresults of operations.

4
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)
3. Inventories

The components of inventory consist of tHefang:

June 30, December 31,
2001 2000

(in thousands)

Raw materials $ 5,40¢ $ 4,591
Work-in-progress 11,11: 8,20¢
Finished good 12,16¢ 3,03:
$28,68: $15,83:
| |

The finished goods inventory is representeddmpleted units at customer sites undergoingiliasion and acceptance testing.
4. Net Income (Loss) Per Share

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

Three months ended Six months ended

June 30, July 1, June 30, July 1,



2001 2000 2001 2000

(in thousands)

Numerator:
Loss from continuing operatiol $(4,540 $ (70)) $(8,329 $(3,562)
Net loss $(4,540) $ (70]) $(8,329 $(3,567)
| | | |

Numerator for basic earnings per sh— loss available to
common stockholdel (4,540 (707) (8,329 (3,562

Effect of dilutive securities
6 1/2% convertible notes(. — — — _

Numerator for diluted earnings per sh— loss available to
common stockholders after assumed convers $(4,54(0) $ (70]) $(8,329 $(3,567)

[ | [ | [ | [ |
Denominator

Denominator for basic earnings per share — weightattage
shares 11,93¢ 11,78¢ 11,91¢ 11,77

Effect of dilutive securities
Employee stock options(. — — — —
6 1/2% convertible notes(. — — — _

Dilutive potential common shar: — — — —

Denominator for diluted earnings per share — adjlist
weighte-average shares and assumed conver: 11,93¢ 11,78¢ 11,91¢ 11,77:

(1) Diluted EPS for the three- and six-month pasiended June 30, 2001 and July 1, 2000 excludeschverted” treatment of the
Convertible Notes as their inclusion would be atiltitive. The number of “as converted” shares edellifor the three- and six-month
periods ended June 30, 2001 and July 1, 2000 \9&9,758.

(2) Diluted EPS for the three- and six-month pa@siended June 30, 2001 and July 1, 2000 exclhdesffect of employee stock options as
their inclusion would be anti-dilutive. The numldremployee stock options excluded for the threeximgperiods ended June 30, 2001
and July 1, 2000 was 199,420 ¢
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

86,201, respectively, and the number of employeeksbptions excluded for the simenth periods ended June 30, 2001 and July 1,
was 186,505 and 132,890, respectiv

5. Segment Reporting
Segment Description

Intevac, Inc. has two reportable segmentsififgent and Photonics. The Company’s Equipmentiassi sells complex capital equipment
primarily used in the manufacturing of thin-filmséls and flat panel displays. The Company’s Phosoisiness is developing products
utilizing electron sources that permit highly sémsidetection of photons in the visible and sheatve infrared spectrum.

Included in corporate activities are genemporate expenses, the equity in net loss of aityempvestee, amortization expenses related to
certain intangible assets and a restructuring vedinst established in September 1999, less acation of corporate expenses to operating
units equal to 1% of net revenu



Business Segment Net Revenues

Three months ended Six months ended
June 30, July 1, June 30, July 1,
2001 2000 2001 2000

(in thousands)

Equipment $6,18: $7,11¢ $14,11¢ $11,97:
Photonics 3,301 2,071 5,38( 3,11(
Total $9,49( $9,191 $19,49¢ $15,08:
I | | |

Business Segment Profit & Loss and Reconciliatio@ionsolidated Pre-tax Profit (Loss)

Three months ended Six months ended
June 30, July 1, June 30, July 1,
2001 2000 2001 2000

(in thousands)

Equipment $(4,697) $ 29C $(5,25¢) $(1,479)
Photonics (400 (323 (1,062 (1,207%)
Corporate activitie (48€) (673 (1,026 (800)
Operating los: $(5,577) $(70€) $(7,347) $(3,48¢)
Interest expens (732 (759) (1,470 (1,519
Interest incomt 331 534 912 1,08t
Other income and expense, 1,43¢ 23C (429 35¢€
Loss from continuing operations before income te $(4,540) $(702) $(8,329) $(3,56%2)

| | | |

6. Restructuring

During the third quarter of 1999, the Compadgpted an expense reduction plan that includesing one of the buildings at its Santa
Clara facility and a reduction in force of 7 empmeyg out of the Company’s staff of contract and laaguersonnel. The reductions took place
at the Company facilities in Santa Clara, California. The Comparcurred a charge of $2,225,000 related to thperge reduction plan. T
significant components of this charge included $8@8 for future rent due on the building (net opested sublease income), $160,000 for

costs associated with operating the building thhoMigy 2000, $580,000 for the write-off of leasehimighrovements and $584,000 for
moving from the building.

In the fourth quarter of 1999, $97,000 of testructuring reserve was reversed due to lowar #xpected costs on the closure of the
facility. During the first quarter of 2000, the Cpamny vacated the
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

building and negotiated a lease termination fot fipace with its landlord, which released the Camyfeom the obligation to pay any rent
after April 30, 2000. As a result, the Company reed $615,000 of the restructuring reserve dutiedfitst quarter of 2000.

During the fourth quarter of 1999, the Compadopted a plan to discontinue operations atRR€ Rechnologies, Inc. electron beam
processing equipment subsidiary and to close the faBility in Hayward, California. Twenty-six emplees out of the Company'’s staff of
contract and regular personnel were terminatedrasudt. The Company incurred a charge of $1,639related to this plan. The significant
components of this charge include $679,000 forritwey write-downs which were charged to cost of sales, $264@0fixed asset wril-offs,



$200,000 for closure of the facility, $163,000 éonployee severance costs, $161,000 for futuredeabn the facility and $152,000 for write-
off of intangibles.

In the first quarter of 2000, Intevac soldtam assets of the RPC Technologies, Inc. subsidiaQuemex Technology. Proceeds from the
sale included a cash payment, assumption of thevaiayfacility lease and the assumption of certdirepliabilities. Excluded from the sale
were two previously leased systems and three cdethfy/stems remaining in inventory. Of the thresteays in inventory, two were included
in 2000 revenues and one was included in 2001 t@s&eThe Company was able to reverse the portiotiee gestructuring reserve
established to provide for future rents due onfaéiedity and for the closure of the facility. Howew since Intevac retained ownership of the
two leased systems, the Company established anadepi reserve to provide for any residual valuthatend of the leases.

The following table displays the activitytime building closure restructuring reserve, esshieldl in the third quarter of 1999, and in the
RPC operation discontinuance restructuring resestablished in the fourth quarter of 1999, throDglcember 31, 2000.

Building RPC Operation
Closure Discontinuance
Restructuring Restructuring

(in thousands)

Original restructuring charc $2,22°¢ $1,63¢
Actual expense incurre (517) (857)
Reversal of restructuring char (97) —

Balance at December 31, 1¢ 1,617 78¢
Actual expense incurre (81%) (365)
Valuation reserv— leased systen — (361)
Reversal of restructuring char (615) —

Balance at April 1, 200 187 62
Actual expense incurre (162) (62)

Balance at July 1, 20C 25 1
Actual expense incurre 2 QD
Reversal of restructuring char (23) —

Balance at December 31, 2C $ — $ —

I I

7. Income Taxes

For the three- and six-month periods endee B0, 2001 and July 1, 2000, the Company did carug a tax benefit due to the inability to
realize additional refunds from loss carry-backs.oAJune 30, 2001 the Company’s net deferredgseta totaled $7.7 million. The Company
believes that it is more likely than not that illviarn sufficient taxable income in the futurer¢alize the value of these net deferred tax as
If in the future the Company cannot project witagenable certainty that it will earn taxable incasuéficient to

7
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (Continued)

realize all or part of the value of these net defitax assets, the Company will expense the \@#ltlee net deferred tax assets not likely to be
realized.

8. Capital Transactions

During the six-month period ending June 3ML, Intevac sold stock to its employees undeCihimpany’s Stock Option and Employee
Stock Purchase Plans. A total of 98,265 shares issued for which the Company received $219,
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Item 2. Management’s Discussion and Analysis of Financiab@dition 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, tlekr
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 tifitle the Securities and Exchange Commission, dietuthe Company’s Annual Report

on Form 10-K filed in March 2001, Form 10-Q’s andrk 8-K's.
Results of Operations
Three Months Ended June 30, 2001 and July 1, 2000

Net revenuedNet revenues consist primarily of sales of equipnused to manufacture thin-film disks for computard disk drives and
flat panel displays, related equipment system carapts, electron beam processing equipment (“Equipinand contract research and
development related to the development of highhsiive electro-optical devices under governmennspred R&D contracts and sales of
derivative products (“Photonics”). Net revenuesrfreystem sales are recognized upon customer aocepfdet revenues from sales of
related equipment and system components are remahopon product shipment. Contract research anelafgment revenue is recognized in
accordance with contract terms, typically as castsincurred. Net revenues increased 3% to $9l®mfbr the three months ended June 30,
2001 from $9.2 million for the three months endely 1, 2000. Net revenues from Equipment salesigetto $6.2 million for the three
months ended June 30, 2001 from $7.1 million ferttiree months ended July 1, 2000. The decredsguipment sales was primarily the
result of a decrease in domestic sales of disk faaturing equipment, which was partially offsetdoyincrease in international sales of disk
manufacturing equipment and the sale of the lasteay in inventory from the Company’s discontinutt&on beam product line. Net
revenues from Photonics sales increased 59% ton§illi@n for the three months ended June 30, 200 f$2.1 million for the three months
ended July 1, 2000 primarily as a result of inceglasontract R&D sales.

International sales increased 79% to $3.5anifor the three months ended June 30, 2001 f8rG million for the three months ended
July 1, 2000. The increase in international salas primarily due to an increase in net revenues flsk manufacturing equipment.
International sales constituted 37% of net reverioethe three months ended June 30, 2001 and 21t oevenues for the three months
ended July 1, 2000.

Backlog.The Company’s backlog of orders for its products $52.9 million at June 30, 2001 and $31.2 milkoduly 1, 2000. The
Company includes in backlog the value of purchaders for its products that have scheduled delidategs.

Gross marginCost of net revenues consists primarily of purctiasaterials, fabrication, assembly, test, instaligtwarranty costs, scrap
and costs attributable to contract research andldement. Gross margin decreased to (2%) for tfeetimonths ended June 30, 2001 from
20% for the three months ended July 1, 2000. Egeiggrgross margins in the second quarter of 200 ¥&26) and were negatively impacted
by the provision of a $2.4 million inventory resemelated to a custom multi chip module system rfaantured for a customer that recently
ceased operations and by the sale of an electiam peocessing system at low gross margin. Equipmangin during the second quarter of
2001 without the effect of these two items wouleidnbeen 42%. Equipment gross margin in the secaader of 2000 was 28% and was
depressed as the result of a $1.1 million provistwrinventory reserves related to slow moving egst inventory. Equipment gross margin
during the second quarter of 2000 without the ¢ftéthe inventory reserve would have been 43%téHios gross margins increased to 6%
for the three months ended June 30, 2001 from @%héthree months ended July 1, 2000. The Compapgcts that Photonics gross margin
will fluctuate from quarter to quarter based on tllative mix of revenues derived from sales oft@iype products, from fully funded resea
and development contracts and from cost sharednasand development contracts.
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Research and developmeResearch and development expense consists prirohplptotype materials, salaries and related aufsts
employees engaged in ongoing research, designev@dogpyment activities for disk manufacturing equéot flat panel manufacturing
equipment and research by the Photonics Divisiam@any funded research and development expenssasen to $3.6 million for the three
months ended June 30, 2001 from $2.5 million ferttiree months ended July 1, 2000 representinge88¥27%, respectively, of net
revenue. The increase was primarily the resuligtiér spending for development of flat panel digpteanufacturing equipment, and to a
lesser extent, a higher proportion of Photoniceassh and development being funded by the Compather than by research a



development contracts.

Research and development expenses do natlncbsts of $2.8 million and $1.5 million, respeadty, for the three-month periods ended
June 30, 2001 and July 1, 2000 related to contesetarch and development performed by the Comp&thdsonics business. These expenses
are included in cost of net revenues.

Research and development expenses also diochale costs of $0.3 million in each of the threenth periods ended June 30, 2001 and
July 1, 2000, reimbursed under the terms of varieasarch and development cost sharing agreements.

Selling, general and administrativBelling, general and administrative expense capisinarily of selling, marketing, customer support
financial, travel, management, legal and profesdiearvices, and bad debt expense. Domestic saesae by the Company’s direct sales
force, whereas international sales are made bsildistrs and representatives that provide sendoes as sales, installation, warranty and
customer support. The Company also has a subsidi&ingapore to support customers in Southeast. Airough the second quarter 2000,
the Company marketed its flat panel manufacturopg@ment to the Far East through its Japaneseyeinture, IMAT. During the third
quarter of 2000 the Company and its joint ventugmer, Matsubo, transferred IMAT's activities agmdployees to Matsubo and shut down
the operations of IMAT.

Selling, general and administrative expensegiased to $1.8 million for the three months enlee 30, 2001 from ($2) thousand for the
three months ended July 1, 2000, representing I8%0%, respectively, of net revenue. Selling, gaihend administrative expense was
unusually low during the second quarter of 2008 essult of a $1.5 million reduction in the allowarfor doubtful accounts.

Interest expensénterest expense consists primarily of interesthenCompany’s convertible notes, and, to a lesgeng interest on
approximately $2.0 million of short-term debt relato the purchase of Cathode Technology in 1986rdst expense was $0.7 million and
$0.8 million, respectively, in the three-month pels ended June 30, 2001 and July 1, 2000. Intexesinse declined slightly in the three-
month period ended June 30, 2001 due to the retineduring the first quarter of 2001 of the deltated to the Cathode Technology
purchase.

Interest income and other, nétterest income and other, net consists primafilpirest income on the Company’s investments) gai
loss on the disposition of assets, foreign currdrexjging gains and losses, early payment discaumtise purchase of inventories, goods and
services and, in 2000, the Company’s 49% sharkeolioiss incurred by IMAT. Interest income and otinet increased to $1.8 million, for the
three-month period ended June 30, 2001 from $0l®mfor the three-month period ended July 1, 2@@@narily as the result of a
$1.2 million gain on the disposition of previousserved Pacific Gas and Electric commercial pggatjally offset by lower interest income
and lower foreign currency hedging gains.

Provision for (benefit from) income tax&®r the threenonth periods ended June 30, 2001 and July 1, 260@ompany did not accrus
tax benefit due to the inability to realize additib refunds from loss carry-backs. As of June 8@12he Company'’s deferred tax assets
totaled $7.7 million. The Company believes thas inore likely than not that it will earn sufficietaxable income in the future to realize the
value of these deferred tax assets. If in the &uthe Company cannot project with reasonable cgytéhat it will earn sufficient taxable
income in the future to realize all or part of tradue of these net deferred tax assets, the Comp#ingxpense the value of the net deferred
tax assets not likely to be realized.
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Six Months Ended June 30, 2001 and July 1, 2000

Net revenuesd\et revenues increased 29% to $19.5 million forsiienonths ended June 30, 2001 from $15.1 miliarithe six months
ended July 1, 2000. Net revenues from Equipmepssatreased to $14.1 million for the six monthdezhJune 30, 2001 from $12.0 million
for the six months ended July 1, 2000. The incréaset revenues from Equipment was due primaailthe sale of an electron beam
manufacturing system during the second quarteD012Net revenues from Photonics increased to $8lién for the six months ended
June 30, 2001 from $3.1 million for the six monémeled July 1, 2000. The increase in Photonics sasprimarily the result of increased
contract R&D activities during 2001 in combinatiaith a large research and development contractthaton hold for a portion of the six-
month period ended July 1, 2000.

International sales increased 163% to $106lbmfor the six months ended June 30, 2001 fi®&4D million for the six months ended
July 1, 2000. The increase in international salgngd the six months ended June 30, 2001 was pitimdre to an increase in net revenues
from disk manufacturing equipment, and to a lesséent from the sale of a rapid thermal processysgem for flat panel display
manufacturing. International sales constituted %8%et revenues for the six months ended June@M, and 26% of net revenues for the six
months ended July 1, 2000.

Gross marginGross margin was 17% for the six months ended 30n2001 as compared to 16% for the six monthsceddly 1, 2000



Gross margin in the Equipment business decliné&8%% for the six months ended June 30, 2001 from ##%he six months ended July 1,
2000. Equipment gross margin in the six months eéddee 30, 2001 was negatively impacted by theigusly mentioned provision of a
$2.4 million inventory reserve related to the costoulti chip module system and by the sale of aotedn beam processing system at low
gross margin. Equipment gross margin during therginths ended June 30, 2001 without the effedteda two items would have been 44%.
Equipment gross margin during the six months ey 1, 2000 was 27% and was depressed as thé oésubl.1 million provision for
inventory reserves. Equipment gross margin dutiegsix months ended July 1, 2000 without the efféthis reserve would have been 36%.
Photonics gross margin increased to 0% for thenginths ended June 30, 2001 from (15%) for the sirthrs ended July 1, 2000. The
Company expects that Photonics gross margin wititélate from quarter to quarter based on the velatix of revenues derived from sales
prototype products, from fully funded research dadelopment contracts and from cost shared reseatidevelopment contracts.

Research and developme@bmpany funded research and development expensagerl 43% to $7.1 million for the six months ended
June 30, 2001 from $5.0 million for the six monémsled July 1, 2000, representing 36% and 33%, casply, of net revenue. The increase
was primarily the result of increased expenselerdevelopment of flat panel manufacturing equipieemd to a lesser extent, a higher
proportion of Photonics research and developmengldended by the Company, rather than by reseanchdevelopment contracts, partially
offset by lower expenses for the development d€ dianufacturing equipment.

Research and development expenses do natilcbsts of $4.9 million and $2.3 million, respesty, for the six-month periods ended
June 30, 2001 and July 1, 2000 related to contesetarch and development performed by the Comp#&Mngsonics business. These expenses
are included in cost of net revenues.

Research and development expenses also diochale costs of $0.4 million and $0.5 millionspectively, in the sixnonth periods ende
June 30, 2001 and July 1, 2000, reimbursed unéeietins of various research and development casinghagreements.

Selling, general and administrativBelling, general and administrative expense ine@d48% to $3.5 million for the six months ended
June 30, 2001 from $1.6 million for the six monémsled July 1, 2000, representing 18% and 10%, casply, of net revenue. The primary
reason for the increase was a $1.5 million redadtidhe allowance for doubtful accounts during shemonths ended July 1, 2000, and to a
lesser extent, increased marketing and adminigtrataff.

Restructuring expense (gaifestructuring gain was $0.6 million in the six mwnended July 1, 2000. During the six months ended
July 1, 2000 the Company vacated approximatelyGDrggjuare feet of its Santa
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Clara Headquarters and negotiated an early leaséntion for the space. As a result, the Compawgrsed approximately $0.6 million of
previously accrued restructuring expense relatinigiture rents on the vacated space.

Interest expensdnterest expense was approximately $1.5 millioeanh of the six months ended June 30, 2001 andLJ@g00. Interest
expense declined slightly in 2001 due to the retart of the debt related to the Cathode Technahgghase during the first quarter of 2001.

Interest income and other, nétterest income and other, net decreased to $0lmor the six months ended June 30, 2001 from
$1.4 million for the six months ended July 1, 2000e decrease was primarily the result of a $0lBamiloss on the disposition of Pacific
Gas and Electric commercial paper, and to a lesdent, lower interest income and lower foreigrrency hedging gains.

Provision for (benefit from) income tax&®r the six-month periods ended June 30, 2001 alydl) 2000, the Company did not accrue a
tax benefit due to the inability to realize additib refunds from loss carry-backs. As of June 8@12he Company'’s deferred tax assets
totaled $7.7 million. The Company believes thad inore likely than not that it will earn sufficietaxable income in the future to realize the
value of these deferred tax assets. If in the &uthe Company cannot project with reasonable cgytéhat it will earn sufficient taxable
income in the future to realize all or part of trdue of these net deferred tax assets, then thgp@ay will expense the value of the net
deferred tax assets not likely to be realized.

Liquidity and Capital Resources

The Company’s operating activities used ads$10.9 million for the six months ended JuneZM1. The cash used was due primarily to
inventory increases and the net loss incurred eyCtbmpany, which were partially offset by increasesustomer advances, accounts payable
and payroll, and by depreciation and amortization.

The Company’s investing activities providedsic of $30.8 million for the six months ended JBDg2001 as a result of the net sale of
investments, which was partially offset by the age of fixed asset



The Company’s financing activities providessls of $0.2 million for the six months ended Jude2®01 as the result of the sale of the
Company’s common stock to its employees throughCihimpany’s employee benefit plans.

Certain Factors Which May Affect Future Operating Results

Our products are complex, constantly evolving, aofien designed and manufactured to individual custer requirements which
requires additional engineering.

Intevac’s Equipment Division products havarge number of components and are highly compiggvac may experience delays and
technical and manufacturing difficulties in futuréroductions or volume production of new systemsmhancements. In addition, some of
systems built by Intevac may be customized to nmeftidual customer requirements. Intevac has Bohinmanufacturing capacity and
engineering resources and may be unable to comdeopment, manufacture and shipment of its prtsdwr to meet the required techni
specifications of its products in a timely manr&uich delays could lead to rescheduling of ordelmuklog, or in extreme situations, to
cancellation of orders. In addition, Intevac maguinsubstantial unanticipated costs early in a petd life cycle, such as increased
engineering, manufacturing, installation and supposts which may not be able to be passed oretoubtomer. In some instances, Intevac is
dependent upon a sole supplier or a limited nurobsuppliers, or has qualified only a single orited number of suppliers, for complex
components or sub-assemblies utilized in its prtedwny of these factors could adversely affec¢vac’s business.

The Equipment Division is subject to rapid technlazhange.

Intevac’s ability to remain competitive remgs substantial investments in research and dewedop The failure to develop, manufacture
and market new systems, or to enhance existingmsgstwould have an
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adverse effect on Intevac’s business. In the paistyac has experienced delays from time to timiaénintroduction of, and technical
difficulties with, some of its systems and enhaneets. Intevac’s success in developing and sellipgpenent depends upon a variety of
factors, including accurate prediction of futurestoumer requirements, technology advances, cosvoécship, introduction of new products
on schedule, cost-effective manufacturing and progarformance in the field. Intevac’s new proddetisions and development
commitments must anticipate continuously evolvingustry requirements significantly in advance désaAny failure to accurately predict
customer requirements and to develop new genesatibproducts to meet those requirements would havedverse effect on Intevac’s
business.

The Photonics Division does not yet generate a ffigant portion of its revenues from product sales.

To date the activities of the Photonics Oaishave concentrated on the development of itsntelogy and prototype products that
demonstrate this technology. Revenues have bearedgrimarily from research and development cangréunded by the United States
Government and its contractors. The Company coesito develop standard photonics products forteatglitary and commercial
customers. The Photonics Division will require gahsal further investment in sales and marketinggroduct development and in additional
production facilities to support the planned tréiosito volume sales of photonics products to mmijitand commercial customers. There can
be no assurance that the Company will succeedethctivities and generate significant increasesalies of products based on its photonics
technology.

The sales of our equipment products are dependensabstantial capital investment by our customers.

The majority of our Equipment revenues haggohically come from the sale of equipment usethamufacture thin-film disks, and to a
lesser extent, from the sale of equipment usedaoufiacture flat panel displays. The purchase @vit’s systems, along with the purchas
other related equipment and facilities, requirasegmely large capital expenditures by our custonmEngese costs are far in excess of the cost
of the Intevac systems. The magnitude of such @bgipenditures requires that our customers hasesado large amounts of capital and that
they are willing to invest that capital over longripds of time to be able to purchase our equipn®mme of our customers, particularly those
that purchase our disk manufacturing products, nwye willing, or able, to make the magnitude abital investment required to purchase
our products.

The disk drive industry has been severely impadtgdxcess capacity since 1997.

Intevac derives a significant proportiontsfrievenues from sales of equipment to manufacwfetomputer disk drives and disk drive
components. The disk drive industry has experie@cetg period of over-supply and intensely contjuetipricing. Since 1997, many of the
manufacturers of hard disk drives and their compborappliers have reported substantial losses. Sfeese manufacturers have gone out
of business. Others have been acquired by theipetitars. Accordingly, the number of potential aumsers for Inteve's disk equipmer



products has been reduced. As a result of thesarsatntevac has experienced significant redustiarits quarterly revenues, and has
incurred quarterly losses, since the third quarter998. Additionally, the financial strength oktindustry has deteriorated which subjects
Intevac to increased credit risk on its accountgik@ble. Intevac is not able to accurately predteen the industry conditions that have
depressed our disk equipment sales will become fagpmFable.

Demand for capital equipment is cyclical.

Intevacs Equipment Division sells capital equipment toitpntensive industries, which sell commodity gouats such as disk drives &
flat panel displays. These industries operate tiigh fixed costs. When demand for these commoditgpcts exceeds capacity, demand for
new capital equipment such as Intevac’s tends tanfygified. When supply of these commodity prodwstseeds capacity, demand for new
capital equipment such as Intevac’s tends to beedspd. The cyclical nature of the capital equigrnretustry means that in some years, such
as 1997, sales of new systems by the Company avilifusually high, and that in other years, suc?089, sales of new systems by the
Company will be severely depressed. Failure tacgatie, or respond quickly to the industry busimagde could have an adverse effect on
Intevac’s business.
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Rapid increases in areal density are reducing thember of thin-film disks required per disk drive.

Over the past few years the amount of dathdain be stored on a single thin-film computek tigs 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 disie. The result has been that the number offilimdisks used worldwide has not grown
significantly since 1997. Without an increase ia thumber of disks required, Intevac’s disk equipnsates are largely limited to upgrades of
existing capacity, rather than capacity expansighile the rapidly falling cost of storage per gigtbis leading to new applications for disk
drives beyond the traditional computer markes ot clear to what extent the demand from theseapplications will be offset by further
declines in the average number of disks requirediis& drive.

Our competitors are large and well financed and cpatition is intense.

Intevac experiences intense competition énEljuipment Division. For example, Intevac’s equépirproducts experience competition
worldwide from competitors including Anelva Corptioam, Applied Films Corporation, Ulvac Japan, Lathd Unaxis Holdings, Ltd., each of
which have sold substantial numbers of systemsdmadie. Anelva, Ulvac and Unaxis all have substdgtizreater financial, technical,
marketing, manufacturing and other resources thavéc. There can be no assurance that Intevagipetitors will not develop
enhancements to, or future generations of, coniaepiroducts that will offer superior price or pmrhance features or that new competitors
will not enter Intevac’s markets and develop sutha@ced products.

Given the lengthy sales cycle and the sigaift investment required to integrate equipmeiottie manufacturing process, Intevac
believes that once a manufacturer has selectediaypar supplier's equipment for a specific apption, that manufacturer generally relies
upon that supplier’'s equipment and frequently wdlhtinue to purchase any additional equipmenttfat &pplication from the same supplier.
Accordingly, competition for customers in the equagnt industry is intense, and suppliers of equigmeay offer substantial pricing
concessions and incentives to attract new custoareetain existing customers.

Business interruptions could adversely affect ourdiness.

Intevac’s operations are vulnerable to intetion by fire, earthquake, power loss, telecommations failure and other events beyond our
control. The Company’s facility in California isrcantly subject to electrical blackouts as a consege of a shortage of available electrical
power. In the event these blackouts continue aebmse in severity, they could disrupt the operatfrthe facility. Additionally, the cost of
electricity and natural gas has increased sigmiflgaSuch cost increases and any further coseases will impact the Company’s
profitability.

Competition is intense for employees in northernltf@nia.

Intevac’s operating results depend in sigaifit part upon its ability to retain and attracalified management, engineering, marketing,
manufacturing, customer support, sales and admatiist personnel. Competition in northern Califarfor such personnel is intense. The
of living in northern California is also extremdligh, which further increases the cost and difficolf recruiting new employees. There cai
no assurance that Intevac will be successful hetthg new employees and retaining its staff. Hiere to attract and retain such personnel
could have an adverse effect on Intevac’s business.

A portion of our sales are to international customse



Sales and operating activities outside ofuhéed States are subject to certain inherensyisicluding fluctuations in the value of the
United States dollar relative to foreign currengtasiffs, quotas, taxes and other market barrigokitical and economic instability, restrictio
on the export or import of technology, potentidiigited intellectual property protection, difficids in staffing and managing international
operations and potentially adverse tax consequeirtesac earns a significant portion of its reveftom
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international sales, and there can be no assuthatany of these factors will not have an adveffect on Intevac’s business.

Intevac generally quotes and sells its préglicUS dollars. However, for some Japanese cuatmnintevac quotes and sells its products
in Japanese Yen. Intevac, from time to time, eritéosforeign currency contracts in an effort tduee the overall risk of currency fluctuati
to Intevac’s business. However, there can be naraisse that the offer and sale of products in gorelenominated currencies, and the related
foreign currency hedging activities will not advelysaffect Intevac’s business.

Intevac’s two principal competitors for disfuttering equipment are based in foreign coungtieshave cost structures based on foreign
currencies. Accordingly, currency fluctuations @boluse Intevac’s products to be more, or lesspetitive than its competitors’ products.
Currency fluctuations will decrease, or increasgg\ac’s cost structure relative to those of itsipetitors, which could impact Intevaajross
margins.

Our operating results fluctuate significantly.

Over the last ten quarters Intevac’s opegdtiss as a percentage of net revenues has fladtfratm approximately (79%) to (8%) of net
revenues. Over the same period sales per quasterfluatuated between $13.8 million and $5.9 millitntevac anticipates that its sales and
operating margins will continue to fluctuate. Aseault, period-to-period comparisons of its resafteperations are not necessarily
meaningful and should not be relied upon as indinatof future performance.

Intevac’s stock price is volatile.

Intevac’s stock price has experienced baghicant increases in valuation, and significa@tiases in valuation, over short periods of
time. Intevac believes that factors such as anremeats of developments related to Intevac’s busjrfestuations in Intevac’s 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 enhancenimnitstevac or its competitors,
fluctuations in the level of cooperative developtfemding, acquisitions, changes in governmentglif&ions, developments in patents or
other intellectual property rights and changesievac’s relationships with customers and supptietdd cause the price of Intevac’s
Common Stock to continue to fluctuate substantidfiyaddition, in recent years the stock markegeneral, and the market for small
capitalization and high technology stocks in paittic, has experienced extreme price fluctuationghvhave often been unrelated to the
operating performance of affected companies. Anhese factors could adversely affect the markeemf Intevac’'s Common Stock.

Intevac routinely evaluates acquisition candidatasd other diversification strategies.

Intevac has completed multiple acquisitioagart of its efforts to grow and diversify its mess. For example, Intevac’s business was
initially acquired from Varian Associates in 19%dditionally, Intevac acquired its current gravityprication, CSS test equipment and rapid
thermal processing product lines in three sepaegeisitions. Intevac also acquired its RPC elech®am processing business in late 1997,
and after two years initiated plans to close thisitess. Intevac intends to continue to evaluateawjuisition candidates and diversification
strategies. Any acquisition will involve numeroisks, including difficulties in the assimilation tife acquired company’s employees,
operations and products, uncertainties associaittdoywerating in new markets and working with navgtomers, and the potential loss of the
acquired company’s key employees. Additionally,niit@pated expenses may be incurred relating torttegration of technologies, research
and development, and administrative functions. Aryre acquisitions may result in potentially dilet issuance of equity securities,
acquisition related write-offs and the assumptibdebt and contingent liabilities. Any of the abdaetors could adversely affect Intevac’s
business.
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Thin-film disks could be replaced by a new techngjo



Intevac believes that thin-film disks willmue to be the dominant medium for data storagéhe foreseeable future. However, it is
possible that competing technologies may at some teduce the demand for thin-film disks, which ldoadversely affect Intevac’s disk
equipment business.

Intevac’s business is dependent on its intellectpabperty.

There can be no assurance that:

« any of Intevac’s patent applications will be allah@ that any of the allowed applications will ssued as patents, or

* any patent owned by Intevac will not be invalidatdégemed unenforceable, circumvented or challermed,

« the rights granted under our patents will providepetitive advantages to Intevac, or

« any of Intevac’s pending or future patent applmasi will be issued with claims of the scope soumhintevac, if at all, or
« others will not develop similar products, duplichteevac’s products or design around the patentsedivby Intevac, or

« foreign patent rights, intellectual property lawdmtevac's agreements will protect Intevac's itgefual property rights.

Failure to protect Intevac’s intellectual pesty rights could have an adverse effect uporvads business.

From time to time Intevac has received cldihad it is infringing third parties’ intellectualoperty rights. There can be no assurance that
third parties will not in the future claim infringeent by Intevac with respect to current or futuaéepts, trademarks, or other proprietary rit
relating to Intevac’s disk sputtering systems, flabel manufacturing equipment or other products; present or future claims, with or
without merit, could be time-consuming, result astty litigation, cause product shipment delaysequire Intevac to enter into royalty or
licensing agreements. Such royalty or licensingeaigrents, if required, may not be available on texceeptable to Intevac, or at all. Any of
the foregoing could have an adverse effect upa@vad's business.

$41 Million of convertible notes are outstanding dwill mature in 2004.

In connection with the sale of $57.5 milliohits 6 1/2% Convertible Subordinated Notes Du@£2@he “Convertible Notes”) in February
1997, Intevac incurred a substantial increaseerrahio of long-term debt to total capitalizatiahgreholders’ equity plus long-term debt).
During 1999 Intevac spent $9.7 million in cashepurchase $16.3 million of the Convertible Notdse $41.2 million of the Convertible
Notes that remain outstanding as of June 30, 2661t Intevac to substantial principal and integdtgations. The degree to which Intey
is leveraged could have an adverse effect on Inteability to obtain additional financing for warlg capital, acquisitions or other purposes
and could make it more vulnerable to industry dawms and competitive pressures. Intevac’s abititgneet its debt service obligations will
be dependent on Intevac’s future performance, whilltbe subject to financial, business and otleetdrs affecting the operations of Intevac,
many of which are beyond its control.

Intevac uses hazardous materials.

Intevac is subject to a variety of governmaérggulations relating to the use, storage, digghehandling, emission, generation,
manufacture, treatment and disposal of toxic oeotltazardous substances, chemicals, materialsste wany failure to comply with current
or future regulations could result in substantiall penalties or criminal fines being imposed artelvac or its officers, directors or employees,
suspension of production, alteration of its mantufidag process or cessation of operations. Suchlaggns

16

Table of Contents

could require Intevac to acquire expensive remaxdiair abatement equipment or to incur substaakpkenses to comply with environmental
regulations. Any failure by Intevac to properly rage the use, disposal or storage of, or adequaasdiict the release of, hazardous or toxic
substances could subject Intevac to significambilltées.

A majority of the Common Stock outstanding is coolled by the directors and executive officers otémac.

Based on the shares outstanding on Juned8Q, the present directors and their affiliates executive officers, in the aggregate,
beneficially own a majority of the outstanding skgmof Common Stock. As a result, these shareholdetiag together, are able to effectiv



control all matters requiring approval by the shaiders of Intevac, including the election of a andy of the directors and approval of
significant corporate transactions.

ltem 3. Quantitative and Qualitative Disclosures About MakRisk

Interest rate riskThe Company’s exposure to market risk for changeésterest rates relates primarily to the Compaimwestment
portfolio. The Company does not use derivativerfzial instruments in its investment portfolio. TBempany places its investments with
high quality credit issuers and, by policy, limite amount of credit exposure to any one issuartgarm investments typically consist of
investments in commercial paper and market auctimbonds.

The table below presents principal amountkratated weighted-average interest rates by yiematurity for the Company’s investment
portfolio and debt obligations.

Fair
2001 2002 2003 2004 2005  Beyond Total Value
(in thousands)
Cash equivalent
Variable rate $23,02¢ — — — — — $23,02¢ $23,02¢
Average rate 4.05% — — — — —
Long-term debt
Fixed rate — — — $41,24¢ — — $41,24¢ $23,61:
Average rate 6.5(% 6.5(% 6.5(% 6.5(% — —

Foreign exchange rislErom time to time, the Company enters into foreigrrency forward exchange contracts to economidetjge
certain of its anticipated foreign currency trarigay translation and re-measurement exposuresoibjeetive of these contracts is to
minimize the impact of foreign currency exchange rmaovements on the Compasyperating results. At June 30, 2001, the Compaaiync
foreign currency forward exchange contracts.
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

On June 12, 1996 two Australian Army BlackntaHelicopters collided in midair during nighttirmeaneuvers. Eighteen Australian
servicemen perished and twelve were injured. Tha@my was named as a defendant in a lawsuit refatiénis crash. The lawsuit was filed
in Stamford, Connecticut Superior Court on Junel®@9 by Mark Durkin, the administrator of the és¢eof the deceased crewmembers, the
injured crewmembers and the spouses of the deceaskar injured crewmembers. Included in the sailflsgations are assertions that the
crash was caused by defective night vision goggles.suit names three US manufacturers of militagit 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 parebmjured in the crash and spouses of
those killed or injured.

It is known that the Australian Army estabbsl a Board of Inquiry to investigate the accidemt that the Board of Inquiry concluded that
the accident was not caused by defective nightrigoggles. Preliminary investigations lead the @any to believe that it has meritorious
defenses against the Durkin suit. However, thenebeano assurance that the resolution of the sliihet have a material adverse effect on
the Company'’s business, operating results anddinhoondition.

On June 12, 2001 the Company filed a complaiBanta Clara County Superior Court, State dif@aia, against Intarsia Corporation
(the “Santa Clara County action”). The complaiteé@és causes of action for breach of contract,dweathe implied covenant of good faith
and fair dealing, quantum meruit and promissorgmst| arising out of Intarsia’s cancellation ofader for a customized sputtering system.
On May 15, 2001, Intarsia had previously filed anptaint against the Company in Alameda County Sop&ourt, State of California (the
“Alameda County action”). Intarsia’s complaint glés causes of action for money had and receivedegligent misrepresentation. The suit
relates to Intarsia’s initial payment for its order the customized sputtering system which isstigiect of the Santa Clara County action.
Intarsia has agreed to transfer the Alameda Coartign to Santa Clara County, where the two actwifidikely be coordinated or
consolidated into one action. The Company intendsgorously defend Intarsia’s suit.

On June 29, 2001, the Company filed in thet&&lara County action an Application for Rightttach Order and Order for Issuance of
Writ of Attachment (th¢ Applicatior”) seeking to attach certain of Intar’'s assets in the amount of $552,586. Prior to thatCGaling on the



Application, the Company and Intarsia entered a#tipulation whereby Intarsia granted to the Camypafirst priority lien and security
interest in certain unencumbered equipment ownelataysia valued at $552,654.

The Company does not believe, based upoemruimformation, that the outcome of the litigatigitl have a material adverse impact on
the Company'’s business, operating results anddinhoondition.

Item 2. Changes in Securities
None.

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

The Company’s annual meeting of shareholdasheld May 15, 2001. The following actions wexleen at this meeting:

Abstentions

Affirmative Negative Votes and Broker
Votes Votes Withheld Non-Votes
(a) Election of Director
Norman H. Pont 10,256,04 991,81! — 686,80!
Edward Durbir 11,241,33 6,52¢ — 686,80!
Robert D. Hempstee 11,231,30 16,56( — 686,80:!
David N. Lambett 11,241,38 6,47¢ — 686,80!
H. Joseph Smese 11,241,10 6,75 — 686,80!
(b) Ratification of Grant Thornton LLP as indepentauditors 11,241,90 3,50( — 689,26:
Item 5. Other Information
None.
Item 6. Exhibits and Reports on Form 8-K
(a) The following exhibits are filed herekit
Exhibit
Number Description
3.2 Revised Bylaws of the Registre

(b) Reports on Form 8-K:
None.
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SIGNATURES



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

INTEVAC, INC.

Date: August 13, 2001 By: /s/ AJIT RODE

Ajit Rode
Chief Executive Officer
(Principal Executive Officer

Date: August 13, 2001 By: /s/ CHARLES B. EDDY llI

Charles B. Eddy Il

Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Office

20
Table of Contents
EXHIBIT INDEX
Exhibit
Number Description
3.2 Revised Bylaws of the Registre
EXHIBIT 3.2
BYLAWS
OF
INTEVAC, INC.

Revised Bylaws Adopted July 19, 2001
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Section 1.
Section 2.

ARTICLE Il

Section 1.
Section 2.
Section 3.
Section 4.
Section 5.
Section 6.
Section 7.
Section 8.
Section 9.

Section 10.
Section 11.
Section 12.
Section 13.
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Section 2.
Section 3.
Section 4.
Section 5.
Section 6.
Section 7.
Section 8.
Section 9.

Section 10.
Section 11.
Section 12.
Section 13.
Section 14.

ARTICLE IV

Section 1.
Section 2.
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BYLAWS
OF
INTEVAC, INC.
ARTICLE |
OFFICES

Section 1. PRINCIPAL OFFICES. The Board of Direstehall fix the location of the principal executivifice of the corporation at any pla
within or outside the State of California. If thergipal executive office is located outside thiste, and the corporation has one or more
business offices in this state, the Board of Doesshall fix and designate a principal businefise®in the State of California.

Section 2. OTHER OFFICES. The Board of Directory mbany time establish branch or subordinate effiat any place or places where the
corporation is qualified to do business.

ARTICLE II
MEETINGS OF SHAREHOLDERS

Section 1. PLACE OF MEETINGS. Meetings of sharebaddshall be held at any place within or outsigeSkate of California designated by
the Board of Directors. In the absence of any sledignation, shareholders' meetings shall be healteagrincipal executive office of the
corporation.

Section 2. ANNUAL MEETING. The annual meeting ofséholders shall be held each year on such datatemtime designated by the
Board of Directors. At each annual meeting Diresall be elected, and any other proper businagse transacted.

Section 3. SPECIAL MEETING. A special meeting of thareholders may be called at any time by thedBafeDirectors, or by the
chairman of the Board, or by the president, or vy or more shareholders holding shares in the ggtgentitled to cast not less than ten
percent (10%) of the votes at that meeting.

If a special meeting is called by any person ospes other than the Board of Directors, the reggtegt be in writing, specifying the time of
such meeting and the general nature of the buspreg®sed to be transacted, and shall be deliyggesbnally or sent by registered mail ol
telegraphic or other facsimile transmission to¢hairman of the Board, the president, any viceigess, or the secretary of the corporation.
The officer receiving the request shall cause edticbe promptly given to the shareholders entiibeebte, in accordance with the provisions
of



Sections 4 and 5 of this Article Il, that a meetmitj be held at the time requested by the persgmessons calling the meeting, not less than
thirty-five (35) nor more than sixty (60) days aftee receipt of the request. If the notice isgigen within twenty (20) days after receipt of
the request, the person or persons requestingdieéimg may give the notice. Nothing contained ia ffaragraph of this Section 3 shall be
construed as limiting, fixing or affecting the timéen a meeting of shareholders called by acticgh@Board of Directors may be held.

Section 4. NOTICE OF SHAREHOLDERS' MEETINGS. Alltioes of meetings of shareholders shall be seathmrwise given in
accordance with Section 5 of this Article 1l nogdethan ten (10) (or, if sent by third-class ntaikty

(30) days) nor more than sixty (60) days beforedite of the meeting. The notice shall specifyplage, date and hour of the meeting and (i)
in the case of a special meeting, the general @atuthe business to be transacted, or

(i) in the case of the annual meeting, those mattdich the Board of Directors, at the time ofigiythe notice, intends to present for action
by the shareholders. The notice of any meetinghatiwDirectors are to be elected shall includerthme of any nominee or nominees whom,
at the time of notice, management intends to ptdserlection.

If action is proposed to be taken at any meetimgfiproval of (i) a contract or transaction in whi Director has a direct or indirect financial
interest, pursuant to Section 310 of the CorponatiGode of California (the "Code"), (ii) an amendinef the Articles of Incorporation,
pursuant to Section 902 of that Code, (iii) a reoigation of the corporation, pursuant to Sectid@llof that Code, (iv) a voluntary
dissolution of the corporation, pursuant to

Section 1900 of that Code, or (v) a distributiordissolution other than in accordance with thetdgif outstanding preferred shares, pursuant
to Section 2007 of that Code, the notice shall atate the general nature of that proposal.

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

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

Any affidavit of the mailing or other means of gigi any notice of any shareholders' meeting shadideeuted by the secretary, assistant
secretary, or any transfer agent of the corporajieimg the notice, and shall be filed and maingdiin the minute book of the corporation.

Section 6. QUORUM. The presence in person or byypod the holders of a majority of the shares éatdito vote at any meeting of
shareholders shall constitute a quorum for thestration of business. The shareholders preserd@yaalled or held meeting at which a
guorum is present may continue to do business adijlurnment, notwithstanding the withdrawal of eglo shareholders to leave less than a
qguorum, if any action taken (other than adjourniEnapproved by at least a majority of the shaegsiired to constitute a quorum.

Section 7. ADJOURNED MEETING; NOTICE. Any sharehals! meeting, annual or special, whether or nataum is present, may be
adjourned from time to time by the vote of the mi@jyoof the shares represented at that meetinigeeinh person or by proxy, but in the
absence of a quorum, no other business may beatrakat that meeting, except as provided in Se&iof this Article II.

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

Section 8. VOTING. The shareholders entitled te\attany meeting of shareholders shall be detedvimaccordance with the provisions of
Section 11 of this Article Il, subject to the preigns of Sections 702 to 704, inclusive, of thegooations Code of California (relating to
voting shares held by a fiduciary, in the name obgoration, or in joint ownership).

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

At any meeting of the shareholders, every sharehndidving the right to vote shall be entitled téevim person, or by proxy appointed in a
writing subscribed by such shareholder and bearidgte not more than eleven (11) months prioritbregeting, unless the writing states t
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it is irrevocable and is held by a person specifie8ection 705(e) of the California Corporatiorsd€, in which event it is irrevocable for the
period specified in said writing.

Except as otherwise provided in the Articles ofdporation, each outstanding share, regardleskass$,cshall be entitled to one vote on each
matter submitted to a vote of shareholders. Noettwder shall be entitled to cumulate such shadehisl votes for any Director. The
preceding sentence of this provision shall becoffeetive only when the Corporation becomes a listeporation within the meaning of
Section 301.5 of the California Corporations Code.

Section 9. WAIVER OF NOTICE OR CONSENT BY ABSENT SB8REHOLDERS. The transactions of any meeting of shalders, either
annual or special, however called and noticed vamefever held, shall be as valid as though a mgétad been duly held after regular call
and notice, if a quorum be present either in pemsdoy proxy, and if, either before or after theatieg, each person entitled to vote, who was
not present in person or by proxy, signs a writtaiver of notice or a consent to a holding of theeting, or an approval of the minutes. The
waiver of notice or consent need not specify eitherbusiness to be transacted or the purposeyairamual or special meeting of
shareholders, except that if action is taken oppsed to be taken for approval of any of thoseematpecified in the second paragraph of
Section 4 of this Article Il, the waiver of notioe consent shall state the general nature of thegsal. All such waivers, consents or
approvals shall be filed with the corporate recandsmade a part of the minutes of the meeting.

Attendance by a person at a meeting shall alsctibatesa waiver of noticef that meeting, except when the person objecthiedbeginning ¢
the meeting, to the transaction of any businesausthe meeting is not lawfully called or conversd except that attendance at a meeting
is not a waiver of any right to object to the calesation of matters not included in the noticehaf meeting if that objection is expressly made
at the meeting.

Section 10. SHAREHOLDER ACTION. Any action requiredpermitted to be taken by the holders of the @am Stock or Preferred Stock
of the Corporation must be effected at a duly dadlenual or special meeting of such holders andmoape effected by any consent in
writing by such holders other than a written consgrsuch a meeting.

Section 11. RECORD DATE FOR SHAREHOLDER NOTICE, VIG, AND GIVING CONSENTS. For purposes of determigithe
shareholders entitled to give consent to corpaet®n without a meeting, the Board of Directorsyrfig, in advance, a record date, which
shall not be more than sixty (60) days nor lesa tea (10) days before the date of any such meedimdjin this event only shareholders of
record on the date so fixed are entitled to nadite to vote or to give consents, as the case mayabeithstanding any transfer of any shares
on the books of the corporation after the recoté,daxcept as otherwise provided in California Gah€orporations Law.

If the Board of Directors does not so fix a recdate:

(a) The record date for determining shareholdetileshto notice of or to a vote at a meeting adustholders shall be at the close of business
on the business date next preceding the
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day on which notice is given or, if notice is wadyat the close of business on the business daypneseding the day on which the meeting is
held.

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

Section 12. PROXIES. Every person entitled to YoteDirectors or on any other matter shall havertfbt to do so either in person or by one
or more agents authorized by a written proxy sigmgthe person and filed with the secretary ofdboration. A proxy shall be deemed
signed if the shareholder's name is placed onritweygwhether by manual signature, typewritingetghphic transmission, or otherwise) by
the shareholder or the shareholder's attorneycin Aavalidly executed proxy which does not stéduat it is irrevocable shall continue in full
force and effect unless (i) revoked by the persateting it, before the vote pursuant to that prdogya writing delivered to the corporation
stating that the proxy is revoked, or by a subsegprxy executed by, or attendance at the meetigvoting in person by, the person
executing the proxy; or (ii) written notice of tdeath or incapacity of the maker of that proxyeisaived by the corporation before the vote
pursuant to that proxy is counted; provided, howgthat no proxy shall be valid after the expirataf eleven (11) months from the date of
the proxy, unless otherwise provided in the praXye revocability of a proxy that states on its ftta it is irrevocable shall be governed by
the provisions of Sections 705(e) and 705(f) ofGlweporations Code of California.

Section 13. INSPECTORS OF ELECTION. Before any iingedf shareholders, the Board of Directors mayodpany persons other than
nominees for office to act as inspectors of electibthe meeting or its adjournment. If no inspecctd election are so appointed, the chain

of the meeting may, and on the request of any Bbéder or a shareholder's proxy shall appoint ingpe of election at the meeting. The
number of inspectors shall be either one (1) aeh{B). If inspectors are appointed at a meetinthemequest of one or more shareholders or
proxies, the holders of a majority of shares oirthexies present at the meeting shall determihether one (1) or three (3) inspectors are to
be appointed. If any person appointed as inspéailsrto appear or fails or refuses to act, therohan of the meeting may, and upon the
request of any shareholder or a shareholder's mioal}, appoint a person to fill that vacancy.

These inspectors shall:

(a) Determine the number of shares outstandingtemgoting power of each, the shares' representie aneeting, the existence of a quor
and the authenticity, validity, and effect of presi

(b) Receive votes, ballots, or consents;
(c) Hear and determine all challenges and questioary way arising in connection with the rightviate;

(d) Count and tabulate all votes or consents;



(e) Determine when the polls shall close;

(f) Determine the result; and

(9) Do any other acts that may be proper to conthecelection or vote with fairness to all shareleos.
ARTICLE 1lI
DIRECTORS

Section 1. POWERS. Subject to the provisions ofGhkfornia General Corporation Law and any limdatin the Articles of Incorporation
and these Bylaws relating to action required tajpgroved by the shareholders or by the outstarstiages, the business and affairs of the
corporation shall be managed and all corporate posleall be exercised by or under the directiothefBoard of Directors.

Without prejudice to these general powers, andesildp the same limitations, the Directors shallehtne power to:

(a) Select and remove all officers, agents, and@yaps of the corporation; prescribe any powersdriis for them that are consistent with
law, with the Articles of Incorporation, and withetse Bylaws; fix their compensation; and requioanfthem security for faithful service.

(b) Change the principal executive office or thegipal business office in the State of Califorfriam one location to another; cause the
corporation to be qualified to do business in atheostate, territory, dependency, or country amttlact business within or without the State
of California; and designate any place within otheut the State of California for the holding ofyashareholders' meeting, or meetings,
including annual meetings.

(c) Adopt, make, and use a corporate seal; presthi forms of certificates of stock; and alterfitren of the seal and certificates.

(d) Authorize the issuance of shares of stock efdbrporation on any lawful terms, in considerattbmoney paid, labor done, services
actually rendered, debts or securities cancellethrgible or intangible property actually received

(e) Borrow money and incur indebtedness on betidlfeocorporation, and cause to be executed areded for the corporation's purposes,
in the corporate name, promissory notes, bondgrdakes, deeds of trust, mortgages, pledges, hgpations, and other evidences of debt
and securities.
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Section 2. NUMBER OF DIRECTORS. The number of Dioes of the corporation shall be no less than {dinor more than seven (7), the
exact number of Directors to be fixed from timeitoe within such limit by a duly adopted resolutioithe Board of Directors or
shareholders. The exact number of Directors prgsanthorized shall be six (6) until changed wittie limits specified above by a duly
adopted resolution of the Board of Directors orehalders.

Section 3. ELECTION AND TERM OF OFFICE OF DIRECTORHErectors shall be elected at each annual meefitige shareholders to
hold office until the next annual meeting. EacheBtor, including a Director elected to fill a vacgnshall hold office until the expiration of
the term for which elected and until a successertieen qualified and elected.

Section 4. VACANCIES. Vacancies in the Board ofdaiors may be filled by a majority of the remainDigectors, though less than a

qguorum, or by a sole remaining Director, except theacancy created by the removal of a Directothleyvote of the shareholders or by court
order may be filled only by the vote of a majoutiythe shares entitled to vote represented atwalwitl meeting at which a quorum is present.
Each Director so elected shall hold office unté tiext annual meeting of the shareholders and aistiiccessor has been elected or qualified.

A vacancy or vacancies in the Board of DirectoadIdie deemed to exist in the event of death agnesion or removal of any Director, of if
the Board of Directors by resolution declares vadam office of a Director who has been declaredngfound mind, by an order of Court or
convicted of a felony, or if the authorized numbg&Directors is increased, or if the shareholdails &t any meeting of shareholders at which
any Director or Directors are elected, to electrihmber of Directors to be voted for at that megtin

Any Director may resign effective on giving writtaentice to the chairman of the board, the presidéstsecretary, or the Board of Directors,
unless the notice specifies a later time for ttségreation to become effective. If the resignatiba @irector is effective at a future time, the
Board of Directors may elect a successor to taiesoivhen the resignation becomes effective.

No reduction of the authorized number of Directall have the effect of removing any Director befthat Director's term of office expire

Section 5. PLACE OF MEETINGS AND MEETINGS BY TELERHE. Regular meetings of the Board of Directors fayeld at any

place within or outside the State of Californiatthas been designated from time to time by reswiuti the Board. In the absence of such a
designation, regular meetings shall be held apthweipal executive office of the corporation. Siémeetings of the Board shall be held at
any place within or outside the State of Califorthiat has been designated in the notice of theinggeet, if not stated in the notice or there is
no notice, at the principal executive office of twporation. Any meeting, regular or special, rhayheld by conference telephone or similar
communication equipment, so long as all Direct@digipating in the meeting can hear one anothat,al such Directors shall be deemed to
be present in person at the meeting.
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Section 6. ANNUAL MEETING. Immediately following el annual meeting of shareholders, the Board afddars shall hold a regular
meeting for the purpose of organization, any des#lection of officers, and the transaction of othgsiness. Notice of this meeting shall not
be required.

Section 7. OTHER REGULAR MEETINGS. Other regularatiegs of the Board of Directors shall be held withcall at such time as shall
from time to time be fixed by the Board of DiredoSuch regular meetings may be held without notice

Section 8. SPECIAL MEETINGS. Special meetings @& Board of Directors for any purpose or purposeg beacalled at any time by the
chairman of the Board or the president or any piesident or the secretary or any two Directors.

Notice of the time and place of special meetingdldie delivered personally or by telephone to daithctor or sent by first class mail
telegram, charges prepaid, addressed to each ®irgcthat Director's address as it is shown orreéberds of the corporation. In case the
notice is mailed, it shall be deposited in the BdiStates mail at least four (4) days before the tf the holding of the meeting. In case the
notice is mailed, it shall be deposited in the BdiStates mail at least four (4) days before the tf the holding of the meeting. In case the
notice is delivered personally, or by telephonéetegram, it shall be delivered personally or Bgpbone or to the telegraph company at least
forty-eight (48) hours before the time of the holgibf the meeting. Any oral notice given personalyy telephone may be communicated
either to the Director or to a person at the ofti€éhe Director who the person giving the noties neason to believe will promptly
communicate it to the Director. The notice needspetcify the purpose of the meeting nor the platieeimeeting is to be held at the principal
executive office of the corporation.

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

Section 10. WAIVER OF NOTICE. The transactions oy aneeting of the Board of Directors, however ahli@d noticed or wherever held,
shall be as valid as though had at a meeting delty &fter regular call and notice if a quorum isgamt and if, either before or after the
meeting, each of the Directors not present sigmsatten waiver of notice, a consent to holding theeting or an approval of the minutes. The
waiver of notice or consent need not specify thepse of the meeting. All such waivers, consentd,approvals shall be filed with the
corporate records or made a part of the minutélseoieeting. Notice of a meeting shall also be dgkgiven to any Director
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who attends the meeting without protesting beforatdts commencement, the lack of notice to thia¢&or.

Section 11. ADJOURNMENT. A majority of the Direcsgpresent, whether or not constituting a quoruny, atgourn any meeting to another
time and place.

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

Section 13. ACTION WITHOUT MEETING. Any action reiged or permitted to be taken by the Board of Dives may be taken without a
meeting, if all members of the board shall indixatly or collectively consent in writing to that am. Such action by written consent shall
have the same force and effect as a unanimousoftite Board of Directors. Such written consentlidbe filed with the minutes of the
proceedings of the Board.

Section 14. FEES AND COMPENSATION OF DIRECTORS.dgiors and members of committees may receive suoipensation, if any,
for their services, and such reimbursement of espenas may be fixed or determined by resolutidch@Board of Directors. This Section 14
shall not be construed to preclude any Directomfeerving the corporation in any other capacitarasfficer, agent, employee, or otherwise,
and receiving compensation for those services.

ARTICLE IV
COMMITTEES

Section 1. COMMITTEES OF DIRECTORS. The Board ofddtors may, by resolution adopted by a majoritthefauthorized number of
Directors, designate one or more committees, eackisting of two or more Directors, to serve atpleasure of the Board. The Board may
designate one or more Directors as alternate mendf@mny committee, who may replace any absent raeattany meeting of the committ
Any committee, to the extent provided in the regotuof the Board, shall have all the authoritytted Board, except with respect to:

(a) the approval of any action which, under the @ahCorporation Law of California, also requirésusholders' approval or approval of the
outstanding shares;

(b) the filling of vacancies on the Board of Direct or in any committee;
(c) the fixing of compensation of the Directors §&rving on the Board or any committee;
(d) the amendment or repeal of Bylaws or the adopdf new Bylaws;
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(e) a distribution to the shareholders of the coapon, except at a rate or in a periodic amounititin a price range determined by the Bc
of Directors; or

(f) the appointment of any other committees ofBleard of Directors or the members of these comsstte

Section 2. MEETINGS AND ACTION OF COMMITTEES. Mergjs and action of committees shall be governedig,held and taken in
accordance with, the provisions of Article Il ¢ielse Bylaws, Sections 5 (place of meetings, 7 [aeguoeetings), 8 (special meetings and
notice), 9 (quorum), 10 (waiver of notice), 11 @dnment), 12 (notice of adjournment), and 13 @actvithout meeting), with such changes
in the context of those Bylaws as are necessasylistitute the committee and its members for ther@of Directors and its members, except
that the time of regular meetings of committees fayletermined either by resolution of the Boar®ioéctors or by resolution of the
committee; special meetings of committees may la¢soalled by resolution of the Board of Direct@sd notice of special meetings of
committees shall also be given to all alternate bens who shall have the right to attend all megstiof the committee. The Board of
Directors may adopt rules for the government of emyimittee not inconsistent with the provisionshefse Bylaws.

ARTICLE V
OFFICERS

Section 1. OFFICERS. The officers of the corporasball be a president, a secretary, and a clahfiial officer. The corporation may also
have, at the discretion of the Board of Directarshairman of the Board, one or more vice presgjemte or more assistant secretaries, one ol
more chief financial officers, and such other adficas may be appointed in accordance with thegpoms of Section 3 of this Article V. Any
number of offices may be held by the same person.

Section 2. ELECTION OF OFFICERS. The officers af ttorporation, except such officers as may be aygoin accordance with the
provisions of Section 3 or Section 5 of this Arial, shall be chosen by the Board of Directors, @ach shall serve at the pleasure of the
Board, subject to the rights, if any, of an officexder any contract of employment.

Section 3. SUBORDINATE OFFICERS. The Board of Dicgs may appoint, and may empower the presideappmint, such other officers
as the business of the corporation may requirdy etevhom shall hold office for such period, havets authority and perform such duties as
are provided in the Bylaws or as the Board of Doezmay from time to time determine.

Section 4. REMOVAL AND RESIGNATION OF OFFICERS. Sett to the rights, if any, of an officer under arontract of employment,
any officer may be removed, either with or withoatise, by the Board of Directors, at any regulapecial meeting of the Board, or, except
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in case of an officer chosen by the Board of Doesitby any officer upon whom such power of remawal be conferred by the Board of
Directors.

Any officer may resign at any time by giving writt@otice to the corporation. Any resignation skete effect at the date of the receipt of-
notice or at any later time specified in that netiand, unless otherwise specified in that notlue acceptance of the resignation shall not be
necessary to make it effective. Any resignatiowithout prejudice to the rights, if any, of the poration under any contract to which the
officer is a party.

Section 5. VACANCIES IN OFFICES. A vacancy in arffiae because of death, resignation, removal, difification or any other cause
shall be filled in the manner prescribed in thegka®s for regular appointments to that office.

Section 6. CHAIRMAN OF THE BOARD. The chairman b&tBoard, if such an officer is elected, shalprisent, preside at meetings of the
Board of Directors and exercise and perform subbrgbowers and duties as may be from time to tissegaed to him by the Board of
Directors or prescribed by the Bylaws. If theradgspresident, the chairman of the Board shall dlitamh be the chief executive officer of the
corporation and shall have the powers and dutiescpibed in Section 7 of this Article V.

Section 7. PRESIDENT. Subject to such supervisoryaps, if any, as may be given by the Board of &oes to the chairman of the board, if
there be such an officer, the president shall becktief executive officer of the corporation andlktsubject to the control of the Board of
Directors, have general supervision, direction, ematrol of the business and the officers of thepomation. He shall preside at all meeting
the shareholders and, in the absence of the chaiofiie Board, or if there be none, at all meetiofjthe Board of Directors. He shall have
the general powers and duties of management ustested in the office of president of a corporatimmd shall have such other powers and
duties as may be prescribed by the Board of Direaothe Bylaws.

Section 8. VICE PRESIDENTS. In the absence or disabf the president, the vice presidents, if aimyorder of their rank as fixed by the
Board of Directors or, if not ranked, a vice presitidesignated by the Board of Directors, shallgoer all the duties of the president, and
when so acting shall have all the powers of, andutgect to all the restrictions upon, the presidéhe vice presidents shall have such other
powers and perform such other duties as from torterte may be prescribed for them respectivelyhtgyBoard of Directors or the Bylaws,
and the president, or the chairman of the Board.

Section 9. SECRETARY. The secretary shall keepaase to be kept, at the principal executive officeuch other place as the Board of
Directors may direct, a book of minutes of all niregs and actions of Directors, committees or Doesstand shareholders, with the time and
place of holding, whether regular or special, ahshecial, how authorized, the notice given, thenes of those present at the Directors'
meetings or committee meetings, the number of shamesent or represented at shareholders' meetgingshe proceedings.
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The secretary shall keep, or cause to be keptegtrincipal executive office or at the office bétcorporation's transfer agent or registrar, as
determined by resolution of the Board of Directaishare register, or a duplicate share registewisly the names of all shareholders and
their addresses, the number and classes of sheltebyheach, the number and date of certificataseid for the same, and the number and

of cancellation of every certificate surrendereddancellation.

The secretary shall give, or cause to be givencaaff all meetings of the shareholders and oBbard of Directors required by the Bylaws
or ByLaw to be given, and he shall keep the se#t®torporation if one be adopted, in safe custady shall have such other powers and
perform such other duties as may be prescribetidBoard of Directors or by the Bylaws.

Section 10. CHIEF FINANCIAL OFFICER. The chief fimeial officer shall keep and maintain, or causbeadept and maintained, adequate
and correct books and records of accounts of thpgpties and business transactions of the corporaticluding accounts of its assets,
liabilities, receipts, disbursements, gains, lossapital, retained earnings, and shares. The bofo&scount shall at all reasonable times be
open to inspection by any Director.

The chief financial officer shall deposit all moseand other valuables in the name and to the avéttie corporation with such depositories
as may be designated by the Board of Directorsshéd disburse the funds of the corporation as beagrdered by the Board of Directors,
shall render to the president and Directors, whenthey request it, an account of all of his tratisas as chief financial officer and of the
financial condition of the corporation, and shall/b other power and perform such other duties astagrescribed by the Board of Direct
or the Bylaws.

Section 11. APPROVAL OF LOANS TO OFFICERS. */ Ther@oration may, upon the approval of the Board imé€iors alone, make loans
of money or property to, or guarantee the obligegiof, any officer of the Corporation or its parensubsidiary, whether or not a director, or
adopt an employee benefit plan or plans authorigirah loans or guaranties provided that (i) therBa# Directors determines that such a
loan or guaranty or plan may reasonably be expdotednefit the Corporation, (ii) the Corporaticastoutstanding shares held of record by
100 or more persons (determined as provided in@e605 of the California Corporations Code) ondlage of approval by the Board of
Directors, and (iii) the approval of the Board afdztors is by a vote sufficient without countifgetvote of any interested director or
directors.

*/ This section is effective only if it has beerpapved by the shareholders in accordance with @ex815(b) and 152 of the California
Corporations Code.
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ARTICLE VI

INDEMNIFICATION OF DIRECTORS, OFFICERS,
EMPLOYEES AND OTHER AGENTS

Section 1. INDEMNIFICATION OF DIRECTORS AND OFFICER The corporation shall, to the maximum extentiarttie manner not
prohibited by the Code, indemnify each of its diogs and officers against expenses (as defined in

Section 317(a) of the Code), judgments, fineslesatints, and other amounts actually and reasoiiadlyred in connection with any
proceeding (as defined in Section 317(a) of theg}aarising by reason of the fact that such peisan was an agent of the corporation. For
purposes of this Article VI, a "director" or "oféic’ of the corporation includes any person (i) vidor was a director or officer of the
corporation, (ii) who is or was serving at the resfuof the corporation as a director or officeanbther corporation, partnership, joint vent
trust or other enterprise, or (iii) who was a diceor officer of a corporation which was a predssme corporation of the corporation or of
another enterprise at the request of such predacesgporation.

Section 2. INDEMNIFICATION OF EMPLOYEES AND OTHERShe corporation shall have the power, to the éxdead in the manner not
prohibited by the Code, to indemnify each of itgpéogees and agents (other than directors and offi@gainst expenses (as defined in
Section 317(a) of the Code), judgments, fineslesatints, and other amounts actually and reasoiradlyred in connection with any
proceeding (as defined in Section 317(a) of thegJaarising by reason of the fact that such peiso@n was an agent of the corporation. For
purposes of this Article VI, an "employee" or "atjesf the corporation (other than a director oriadf) includes any person (i) who is or was
an employee or agent of the corporation, (ii) whori was serving at the request of the corpora®an employee or agent of another
corporation, partnership, joint venture, trust tivew enterprise, or (iii) who was an employee @aragf a corporation which was a predece
corporation of the corporation or of another entisgat the request of such predecessor corporation

Section 3. PAYMENT OF EXPENSES IN ADVANCE. Expensgasurred in defending any civil or criminal action proceeding for which
indemnification is required pursuant to Sectiond.for which indemnification is permitted pursuamtSection 6.2 following authorization
thereof by the Board of Directors shall be paidhy corporation in advance of the final dispositidrsuch action or proceeding upon receipt
of an undertaking by or on behalf of the indemuiffmrty to repay such amount if it shall ultimatbfydetermined that the indemnified party
is not entitled to be indemnified as authorizethis Article VI.

Section 4. INDEMNITY NOT EXCLUSIVE. The indemnifitan provided by this Article VI shall not be deednexclusive of any other
rights to which those seeking indemnification mayelmtitled under any bylaw, agreement, vote ofedi@ders or disinterested directors or
otherwise, both as to action in an official capaeitd as to action in another capacity while h@din
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such office, to the extent that such additionahtsgo indemnification are authorized in the Agilbf Incorporation.

Section 5. INSURANCE INDEMNIFICATION. The corporati shall have the power to purchase and maintauramce on behalf of any
person who is or was a director, officer, emplogeagent of the corporation against any liabilisgerted against or incurred by such pers
such capacity or arising out of such person's stasusuch, whether or not the corporation woulceliag power to indemnify him against si
liability under the provisions of this Article VI.

Section 6. CONFLICTS. Unless mandated by the lavarder, judgment or decree of any court of compgteisdiction, no indemnification
or advance shall be made under this Article Ving eircumstance where it appears:

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

(2) That it would be inconsistent with any conditiexpressly imposed by a court in approving aesaitt.
ARTICLE VII
GENERAL CORPORATE MATTERS

Section 1. RECORD DATE FOR PURPOSES OTHER THAN NCHIAND VOTING. For purposes of determining the stniders entitle

to receive payment of any dividend or other disttidn or allotment of any rights or entitled to exiee any rights in respect of any other
lawful action (other than action by shareholdersvoijten consent without a meeting), the Board okEBtors may fix, in advance, a record
date, which shall not be more than sixty (60) dagf®re any such action, and in that case only sloéders of record on the date so fixed are
entitled to receive the dividends, distributioratiotment of rights or to exercise the rights, lzs ¢ase may be, notwithstanding any transfer of
any shares on the books of the corporation afeerghord date so fixed, except as otherwise pravidéhe California General Corporation
Law.

If the Board of Directors does not so fix a recdade, the record date for determining shareholiderany such purpose shall be at the clos
business on the day on which the Board adoptspgpkcable resolutions or the sixtieth (60th) dajobbe the date of that action, whichever is
later.

Section 2. CHECKS, DRAFTS, EVIDENCES OF INDEBTEDNER:\I checks, drafts, or other orders for paymannoney, notes, or other
evidences of indebtedness, issued in the namepyable to the corporation, shall be signed ooesell by such person or persons and in
such manner as, from time to time, shall be detggthby resolution of the Board of Directors.
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Section 3. CORPORATE CONTRACTS AND INSTRUMENTS; HGMXXECUTED. The Board of Directors, except as othsewprovided i
the Bylaws, may authorize any officer or officeagent or agents, to enter into any contract orugeesny instrument in the name of and on
behalf of the corporation, and this authority maygeneral or confined to specific instances; ardssnso authorized or ratified by the Board
of Directors or within the agency power of an afficno officer, agent or employee shall have anygrar authority to bind the corporation
by any contract or engagement or to pledge itsittoedo tender it liable for any purpose or foyaamount.

Section 4. CERTIFICATES FOR SHARES. A certificatecertificates for shares of the capital stockhef torporation shall be issued to each
shareholder when any of these shares are fully paitithe Board of Directors may authorize thedsse of certificates or shares as partly
paid provided that these certificates shall sta¢eatmount of the consideration to be paid for tlagichthe amount paid. All certificates shall be
signed in the name of the corporation by the chairiwf the Board or vice chairman of the Board erphesident or vice president and by the
chief financial officer or an assistant treasunethe secretary of any assistant secretary, cengjfihe number of shares and the class or series
of shares owned by the shareholder. Any or alhefdignatures on the certificate may be facsirhilease any officer, transfer agent, or
registrar who has signed or show facsimile sigrahas been placed on a certificate shall have deadee that officer, transfer agent, or
registrar before that certificate is issued, it rbayissued by the corporation with the same e#igdt that person were an officer, transfer
agent, or registrar at the date of issuance.

Section 5. LOST CERTIFICATES. Except as providethis Section 5, no new certificates for shared $feaissued to replace an old
certificate unless the latter is surrendered toectirporation and cancelled at the same time. TrardBof Directors may, in case any share
certificate or certificate for any other securigylost, stolen, or destroyed, authorize the isseiafi@ replacement certificate on such terms and
conditions as the Board may require, including ®iown for indemnification of the corporation seatitgy a bond or other adequate security
sufficient to protect the corporation against alayna that may be made against it, including anyegge or liability, on account of the alleged
loss, theft, or destruction of the certificate loe tssuance of the replacement certificate.

Section 6. REPRESENTATION OF SHARES OF OTHER CORRD®NS. The chairman of the Board, the presidengry vice

president, or any other person authorized by réisolwf the Board of Directors or by any of thedgoing designated officers, is authorize:
vote on behalf of the corporation any and all sharfeany other corporation or corporations, foregmiomestic, standing in the name of the
corporation. The authority granted to these offdervote or represent on behalf of the corporadionpand all shares held by the corporation
in any other corporation or corporations may be@sed by any of these officers in person or by pégson authorized to do so by a proxy
duly executed by these officers.

Section 7. CONSTRUCTION AND DEFINITIONS. Unless ttentext requires otherwise, the general provisianss of construction, and
definitions in the California General Corporatidresv shall govern the construction of these Bylawghout limiting the generality of
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this provision, the singular number includes thegl the plural number includes the singular, tredterm "person” includes both a
corporation and a natural person.

ARTICLE VIII
AMENDMENTS

Section 1. AMENDMENT BY SHAREHOLDERS. New Bylaws ynhe adopted or these Bylaws may be amended oalexpby the vote of
holders of a majority of the outstanding sharegledtto vote; provided, however, that if the Aléis of Incorporation of the corporation set
forth the number of authorized Directors of thepowation, the authorized number of Directors maglmenged only by an amendment of the
Articles of Incorporation.

Section 2. AMENDMENT BY DIRECTORS. Subject to thghts of the shareholders as provided in Sectiohthis Article VIII, Bylaws,
other than a Bylaw or an amendment of a Bylaw chmantine authorized number of Directors, may be &ethpamended, or repealed by the
Board of Directors.
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