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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 March 29, 200:
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from to
Commission file number 0-26946
Intevac, Inc.
(Exact name of registrant as specified in its cagrt
California 94-3125814
(State or other jurisdiction ¢ (IRS Employe
incorporation or organization Identification No.)

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

Registrant’s telephone number, including area code:
(408) 986-9888

Indicate by check mark whether the registtahhas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastgs. Yes NoO

Indicate by check mark whether the registigain accelerated filer (as defined in Rule 12if-the Exchange Act).  YeEl No
™

APPLICABLE ONLY TO CORPORATE ISSUERS:

On March 29, 2003, 12,182,100 shares of @gistrant’'s Common Stock, no par value, were ontktey.
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Iltem 1.

PART L.

Financial Statements

INTEVAC, INC.

FINANCIAL INFORMATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)

ASSETS
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowances of $80 a2@PB%at March 29,
2003 and December 31, 20(
Income taxes recoverak
Inventories
Prepaid expenses and other current a:

Total current asse
Property, plant and equipment, |
Investment in 601 California Avenue LL
Debt issuance costs and other I-term asset

Total asset

LIABILITIES AND SHAREHOLDERS

Current liabilities:
Convertible note
Accounts payabl
Accrued payroll and related liabiliti¢
Other accrued liabilitie
Customer advance

Total current liabilities
Convertible note
Shareholder equity:
Common stock, no par vall
Accumulated other comprehensive inca
Accumulated defici

Total shareholde’ equity

Total liabilities and sharehold¢ equity

See accompanying notes.

2

March 29, December 31,
2003 2002
(Unaudited)
$ 23,12: $28,45'
5,93¢ 4,991
214 214
9,15¢ 15,87:
864 961
39,29¢ 50,49¢
6,47: 6,79:
2,431 2,431
55E 58C
$ 48,75 $60,29¢
| |
EQUITY
$ 1,02 $ —
2,17¢ 1,73¢
1,361 1,37¢
2,91« 3,72:
5,05: 12,34«
12,527 19,18¢
29,54 30,56¢
19,54( 19,38¢
182 18¢
(13,039 (9,037)
6,684 10,54¢
$ 48,75 $60,29¢
| |
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS
(In thousands, except per share amounts)

Net revenues
Systems and componei
Technology developmel

Total net revenue
Cost of net revenue
Systems and componel
Technology developmel
Inventory provision:

Total cost of net revenuu
Gross profil

Operating expense
Research and developme

Selling, general and administrati

Total operating expens
Operating los:
Interest expens
Interest income and other, r

Loss before income tax
Benefit from income taxe

Net loss

Other comprehensive incorr

Foreign currency translation adjustm

Total comprehensive lo:

Basic and diluted loss per sha
Net loss
Shares used in per share amo

INTEVAC, INC.

(Unaudited)

Three months endec

March 29, March 30,
2003 2002
$10,56¢ $ 5,24:

1,451 1,42¢
12,01t 6,67(
9,321 4,25:
1,12¢ 1,332
41C 122
10,85¢ 5,707
1,16( 963
2,62¢ 3,12¢
1,92¢ 1,71C
4,55¢ 4,83¢
(3,399 (3,876)
(517) (667)
(95) 187
(4,006) (4,356)
— (2,219
$(4,006) $(2,147)
(6) 11
$(4,012) $(2,13))
| |
$ (0.39) $ (0.1¢)
12,16¢ 12,04

See accompanying notes.

3
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INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Three months ended

Operating activities
Net loss

Adjustments to reconcile net loss to net cash asti equivalents used

operating activities
Depreciation and amortizatic
Inventory provision:
Unrealized loss on disposal of equipm
Changes in assets and liabilit

Total adjustment

Net cash and cash equivalents used in operatingtisst
Investing activities

Purchase of leasehold improvements and equip

Net cash and cash equivalents used in investirgjtaes
Financing activities

Proceeds from issuance of common si

Net cash and cash equivalents provided by finanaatigities

Effect of exchange rate changes on ¢

Net decrease in cash and cash equiva
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental Schedule of Cash Flow Informatiol
Cash paid for
Interest

See accompanying notes.

4

March 29, March 30,
2003 2002
$(4,006) $(2,147)

431 841
41C 122
297 —
(1,850) (2,500)
(712) (1,537
(4,719 (3,679
(76€) (169)
(76€) (169)
15C 144
15C 144

2 11
(5,339 (3,699
28,451 18,157
$23,12¢ $14,46¢
| |
$ 99z $ 1,22
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INTEVAC, INC.

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

Intevac, Inc.’s businesses are the designufaature and sale of complex capital equipmend tisenanufacture products such as thin-film
disks and flat panel displays (the “Equipment PotslDivision”), the development of highly sensitekectro-optical devices and systems for
the US military and its allies (the “Photonics Teology Division”) and the design, manufacture aakk ®f commercial products based on
technology developed by the Photonics Technologysiain (the “Commercial Imaging Division”).

Systems sold by the Equipment Products Qiwvisire used to deposit highly engineered thin-filhsaterial on a substrate. These systems
generally utilize proprietary manufacturing techréq and processes, operate under high levels ofimgare designed for high-volume
continuous operation and use precision robotiasyprderized controls and complex software progranfslty automate and control the
production process. Products manufactured withetlsgstems include disks for computer hard diskedrand flat panel displays for use in
consumer electronics products.

The Photonics Technology Division (“PTD")dsveloping electro-optical sensors, cameras artérsgsthat permit highly sensitive
detection of photons in the visible and infraredtipns of the spectrum. This development work meead at creating new products for both
military and industrial applications. Products umd$ Laser llluminated Viewing and Ranging (“LIVARRSystems for positive target
identification at long range and low-cost extremm light level cameras for use in military applicats.

The Commercial Imaging Division was formediny 2002 with the charter of developing produszised on PTD technology for sale to
commercial markets.

The financial information at March 29, 200®idor the three-month periods ended March 29, 20@BMarch 30, 2002 is unaudited, but
includes all adjustments (consisting only of normeglurring accruals) that Intevac considers necgd$eraa fair presentation of the financial
information set forth herein, in accordance witb@amting principles generally accepted in the Uhisates of America (“U.S. GAAP”) for
interim financial information, the instructionsEorm 10-Q and Article 10 of Regulation S-X. Accargly, it does not include all of the
information and footnotes required by U.S. GAAP donual financial statements. For further inforimatirefer to the Consolidated Financial
Statements and footnotes thereto included in Iefevannual Report on Form 10-K for the fiscal yeaded December 31, 2002.

The preparation of financial statements infoomity with U.S. GAAP requires management to makgmates and assumptions that affect
the reported amounts of assets and liabilitiesdistiosure of contingent assets and liabilitiethatdate of the financial statements and repc
amounts of revenue and expenses during the reggréiriod. Actual results inevitably will differ fro those estimates, and such differences
may be material to the financial statements.

On January 1, 2003, Intevac changed its igxeecognition policy for system orders receivedradecember 31, 2002.
Intevac evaluates the collectibility of trageeivables on an ongoing basis and providesves@&gainst potential losses when appropriate.

The results for the three-month period endedch 29, 2003 are not considered indicative ofréseilts to be expected for any future period
or for the entire year.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
2. Inventories

The components of inventory consist of tHefeing:

March 29, December 31,
2003 2002

(in thousands)

Raw materials $2,637 $ 3,32¢
Work-in-progress 3,33¢ 2,62¢
Finished good 3,18¢ 9,914
$9,15¢ $15,87:

| |

Finished goods inventory consists solelyahpleted units at customer sites that are undeggaostallation and acceptance testing.

Inventory reserves included in the above nensilwvere $9.9 million and $9.6 million at March 2003 and December 31, 2002,
respectively. Each quarter, we analyze our invgnt@w materials, WIP and finished goods) agaihstforecast demand for the next
12 months. Parts with no forecast requirementlan period are considered excess and inventoryigiome are established to write those parts
down to zero net book value. During this procesmesinventory is identified as having no future os&alue to us and is disposed of against
the reserves. During the three months ended Ma&3¢BA03, $0.4 million was added to inventory ressivased on the quarterly analysis and
$45,000 of inventory was disposed of and chargeldaeserve.

3. Employee Stock Plans

At March 29, 2003, Intevac had two stock-ldasmployee compensation plans. We account for thlases under the recognition and
measurement principles of APB Opinion No. 25, “Ageting for Stock Issued to Employees”, and relatedrpretations. No stock-based
employee compensation cost is reflected in netnresas all options granted under those plans hakentise price equal to the market value
of the underlying common stock on the date of griamtévac does not have any plans to adopt the/&ire requirements of SFAS 123 for
reporting purposes.

The following table illustrates the effects met income and earnings per share if Intevacapgadled the fair value-recognition provisions of
FASB Statement No. 123, “Accounting for Stock-BaSminpensation”, to stock-based employee compemsatio

Three months ended

March 29, March 30,
2003 2002

(in thousands)

Net loss, as reporte $(4,00€) $(2,147)

Deduct: Total stock-based employee compensatioaresgdetermined
under fair value based method for all awards, hetlated tax effect (112) 247
Pro forma net los $(4,11¢) $(1,895)
I I

Basic and diluted earnings per sh
As reportec $ (0.39) $ (0.1¢)
Pro forma $ (0.39 $ (0.1¢)
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
4. Warranty

The following table displays the activity in the manty provision account for the three month pesiedding March 29, 2003 and March
2002:

Three months ended

March 29, March 30,
2003 2002

(in thousands)

Beginning balanc $ 84E $ 90€
Expenditures incurred under warrani (561) (25¢)
Accruals for product warranties issued during gorting perioc 15¢ 84
Adjustments to previously existing warranty accst 201 73
Ending balanci $ 644 $ 80t

| |

5. Net Income (Loss) Per Share

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

Three months ended

March 29, March 30,
2003 2002

(in thousands)
Numerator:

Numerator for basic earnings per sh— loss available to commc

stockholders $(4,00¢) $(2,147)
Effect of dilutive securities

6 1/2% convertible notes(. — —
Numerator for diluted earnings per sh— loss available to commc

stockholders after assumed conversi $(4,00€) $(2,147)

Denominator
Denominator for basic earnings per sk— weightec-average share 12,16« 12,04:
Effect of dilutive securities
Employee stock options(: — —
6 1/2% convertible notes(. — —

Dilutive potential common shar: = —

Denominator for diluted earnings per sh— adjusted weighte-average
shares and assumed conversi 12,16¢ 12,04:

(1) Diluted EPS for the three-month periods enldliedich 29, 2003 and March 30, 2002 exclude “as cdeudétreatment of the convertible
notes as their inclusion would be anti-dilutive eTiumber of “as converted” shares excluded fothheemonth periods ended March :
2003 and March 30, 2002 was 4,269,983 and 1,820r86gectively

(2) Potentially dilutive securities, consistingstfares issuable upon exercise of employee staakngpare excluded from the calculation of
diluted EPS as their effect would be anti-dilutitée weighted average number of employee stockeptxcluded for the three-month
periods ended March 29, 2003 and March 30, 20021yw,168 and 1,875,013, respectiv:
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

6. Segment Reporting

Segment Descriptio

Intevac, Inc. has three reportable operaggments: Equipment Products, Photonics Techn@ndyCommercial Imaging. Our Equipment
Products Division sells complex capital equipmesgdiin the manufacturing of thin-film disks and ffanel displays. Our Photonics
Technology Division (“PTD”) is developing sensorgdlacameras that permit highly sensitive detectifgphotons in the visible and infrared
portions of the spectrum. Our Commercial Imagingifon is developing commercial products basedeghnology developed by PTD.

Included in corporate activities are general capmexpenses less an allocation of corporate egpaéaperating units equal to 3% and
of net revenues for the three months ended Mar¢cR@® and March 30, 2002, respectively.

Business Segment Net Rever

Three months endec

March 29, March 30,
2003 2002

(in thousands)

Equipment Product $10,41" $4,93¢
Photonics Technolog 1,597 1,73t
Commercial Imaging 1 —
Total $12,01¢ $6,67(
I |

Business Segment Profit & Lc

Three months endec

March 29, March 30,
2003 2002

(in thousands)

Equipment Product $(1,220) $(2,65])
Photonics Technolog (758 (69€)
Commercial Imaging (869) —
Corporate activitie (547) (527)
Operating los: (3,399 (3,87¢)
Interest expens (517) (667)
Interest incomt 77 74
Other income and expense, (172) 118
Loss before income tax: $(4,00¢€) $(4,35¢€)

L] I
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INTEVAC, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
Geographic Area Net Trade Reven

Three months endec

March 29, March 30,
2003 2002
(in thousands)

United State: $ 2,08 $4,237
Far Eas 9,92¢ 2,13:
Europe — 30C
Total $12,01¢ $6,67(
| |

7. Income Taxes

For the three months ended March 29, 20G8yé&t did not accrue a tax benefit due to the litaho realize additional refunds from loss
carry-backs. Intevac accrued a $2.2 million taxdiefor the three-month period ended March 30,20@sulting from federal tax law changes
that allowed losses incurred in 2001 and 2002 todseed back 5 years. Intevac’s $13.5 million defd tax asset is fully offset by a
$13.5 million valuation allowance, resulting in et wleferred tax asset of zero at March 29, 2003.

8. Capital Transactions

During the three-month period ending MarchZ®3, Intevac sold stock to its employees undiviac's Stock Option and Employee
Stock Purchase Plans. A total of 56,916 shares issued for which Intevac received $150,000.

9. Financial Presentation
Certain prior year amounts in the CondensealsGlidated Financial Statements have been refitastd conform to 2003 presentation.

9
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Item 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This Quarterly Report on Form 10-Q contains forwdwdking statements which involve risks and undsties. Words such as “believes,”
“expects,” “anticipates” and the like indicate foravd-looking statements. These forward looking steets include comments related to our
projected orders, revenue, operating results anghdaalances. Intev’s actual results may differ materially from thestdts discussed in the
forward-looking statements for a variety of reasons, idoig those set forth under “Certain Factors WhiclaywAffect Future Operating
Result” and in other documents we file from time to timi¢h the Securities and Exchange Commission, ifetuthtevac’s Annual Report on
Form 1(-K filed in March 2003, Form 10-Q’s and Form 8-K's.

Critical Accounting Policies and Estimates

Management'’s discussion and analysis of inantial condition and results of operations argelaupon our consolidated financial
statements, which have been prepared in accordetitaccounting principles generally accepted i thnited States of America (“US
GAAP”). We review the accounting policies we useegporting our financial results on a regular babke preparation of these financial
statements requires us to make estimates and judgimt affect the reported amounts of assetslitias, revenues and expenses and related
disclosure of contingent assets and liabilities.a@drongoing basis, we evaluate our estimates,dirguthose related to revenue recognition,
accounts receivable, inventories, income taxesraméy obligations, long-lived assets, contingeneied litigation. We base our estimates on
historical experience and on various other assumgtihat are believed to be reasonable under thenestances, the results of which form the
basis for making judgments about the carrying valuassets and liabilities. Results may differ frirase estimates due to actual outcomes
being different from those on which we based osuagptions. The Audit Committee and our auditorsem\significant estimates and
judgements at the end of each quarter prior t@thsic release of our financial resul

Our significant accounting policies are désent in Note 2 to the consolidated financial stagta included in Item 8 of Intevac’s Annual
Report on Form 10-K. We believe the following aréi accounting policies affect the more significasigments and estimates made in the
preparation of our consolidated financial statement

Revenue Recognition ¥We recognize revenue using guidance from SEC Btafbunting Bulletin No. 101 “Revenue Recognition in
Financial Statements.” Our policy allows revenusogmition when persuasive evidence of an arrangemests, delivery has occurred or
services have been rendered, our price is fixetbtarminable, and collectibility is reasonably asduOn January 1, 2003, Intevac changed its
revenue recognition policy for system orders reegisfter December 31, 2002.

System Revenue Recognition for Orders Received1&it&1/02

Certain of Intevac’s product sales with coso acceptance provisions are accounted for aspteuétlement arrangements. If we have
previously met defined customer acceptance levilstive specific type of equipment, then Intevamognizes revenue for the fair market ve
of the equipment upon shipment and transfer @& &tid recognizes revenue for the fair market vafuestallation and acceptance services
when those services are completed. For productfhithve not been demonstrated to meet product sgegaihs prior to shipment, revenue is
recognized at customer acceptance. In the evenirfewac’s customer chooses not to complete itlagtath and acceptance, and Intevac’s
obligations under the contract to complete instiallga acceptance or any other tasks (with the ebaepf warranty obligations) have been fi
discharged, then Intevac recognizes any remaimdenue to the extent that collectibility under toatract is reasonably assured. For contracts
with end user customer acceptance provisions ésiabl prior to 2003, Intevac has deferred all rereerecognition until completion of
installation and customer acceptance. The revesaggnition policy outlined above and implementedsigstem orders received after
December 31, 2002 was adopted to better conforevéiats revenue recognition policies to industryoaeting practice for companies selling
similar equipment. The effect of adopting this pglin years prior to 2003 would have been no cham@®02 revenues, a decrease in 2001
revenues of $1.5 million and an increase of 200@maes of

10
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$1.5 million. The effect on net income of adoptthgs policy in years prior to 2003 would have beereffect on 2002 net income, a decrea
2001 net income of $33,000 and an increase in p@dthcome of $33,000. The adoption of this pohey no effect on revenue or net income
in the period ended March 29, 2003.

System Revenue Recognition for Orders ReceivedeBE(B31/0z

Revenues for systems are recognized upoorogstacceptance. For large deposition and rapidniddegorocessing systems shipped through
a distributor, revenue is typically recognized afte distributor has accepted the system at atoffig and the system has been shipped. For
large deposition and RTP systems sold direct tooceistbmers, revenue is recognized after instaliadiod acceptance of the system at the
customer site.

There is a written acceptance and test proee@ATP”) for each system, which is specifiedifire customer purchase order. The ATP
includes a detailed set of criteria that are regguis a condition of customer acceptance. The ATyically conducted over one or more days,
during which the system is subjected to a numbé¢esit to validate that the system is performing iepeatable fashion, reliably and to
specification. If material issues or problems d@sealvered during the ATP process, then they aneectid prior to customer acceptance.

In the case of a direct end user sale, thexeypically two ATP’s performed. The first ATPperformed at Intevac’s factory and must be
approved by the customer prior to shipment of ffstesn. The second ATP is performed after the sy$i@srbeen installed at the customer’s
factory, with the customer in attendance. Oncesdemnd ATP is approved by the customer, and themes has accepted the system in wri
and agreed to make any remaining payments dueeosyiem, then the system is recognized as armsdlegenue for the entire system is
recorded.

In the case of a shipment through a distalwn ATP is performed at Intevac’s factory. Upmmpletion of the ATP, and after the
distributor has accepted the system in writing agicted to make any remaining payments due on #ieraythen the system is shipped and
revenue for the entire system is recorded. Theiloligbr then completes customer factory installatmd the ATP at its cost. When we believe
that there may be higher than normal end-userliastan and acceptance issues for systems shigpeddh a distributor, such as when a major
new version of a product is delivered for the ftinste, then the acceptance and revenue recogmitimgess follows the model described above
for a direct end user sale. The primary differeincéais case is that revenue recognition is depeinde Intevac obtaining acceptance of the
product by both our customer (the distributor) and distributor’s customer (the end user).

During the period that a system is undergaingtomer acceptance (either distributor or end)usgee value of the system remains in
inventory, and any payments received, or amounsiéed, related to the system are included in ecustcadvances. When revenue is
recognized on the system, the inventory is chatgembst of net revenues, the customer advancquglhted and the customer is billed for the
unpaid balance of the system revenue.

As of March 29, 2003 Intevac reported $3.8iom of finished goods (sekventories), which consisted of a FPD silicon deposition sgst
undergoing final acceptance testing at the endsuaaility.

Other Systems and rn-System Revenue Recognit

Revenues for systems without installation aockeptance provisions, technology upgrades, qjzate, consumables and prototype products
built by PTD are generally recognized upon shipm8etvice and maintenance contract revenue, whidate has been insignificant, is
recognized ratably over applicable contract permuss the service is performed.

Our shipping terms are customarily FOB shgppoint. For systems sold directly to the end user obligations remaining after shipment
typically include installation, end user factorycaptance and warranty. For systems sold to distiibutypically the distributor assumes
responsibility for installation and end user customcceptance. In some cases, the distributoragsiime some or all of the warranty liability.
For products other than systems and system upgradesanty is the only obligation we have aftempshént.

11
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Technology Development Revenue Recogr

We perform best efforts research and devedspiiwork under various government-sponsored releanatracts. Typically, for each
contract, we commit to perform certain researchdeklopment efforts up to an agreed upon amonmohnection with these contracts, we
receive funding on an incremental basis up to ngeiSome of these contracts are cost sharingiara, where Intevac is reimbursed for a
portion of the total costs expended. Revenue asetbentracts is recognized in accordance with aonterms, typically as costs are incurred.
In addition, we have, from time to time, negotiateth a third party to fund a portion of our costgeturn for a joint interest in our technology
rights developed pursuant to the contract. In tlenethat total cost incurred under a particulart@ct over-runs its agreed upon amount, we
may be liable for the additional costs.

These contracts are accounted for under ARBAN, Chapter 11, Section A, which addresses Bhs-Fixed-Fee Contracts. The contracts
are all cost-type, with financial terms that amaiature of fixed fee, incentive fee, no fee andtesisaring. The deliverables under each contract
range from providing reports to providing prototyperdware. In none of the contracts is there aigatibn for either party to continue the
program once the funds have been expended. Thesetn be terminated at any time for convenieimcerhich case we would be reimbursed
for our actual incurred costs, plus fee, if apgieafor the completed effort. We own the entightj title and interest to each invention
discovered under the contract, unless we spedifigate up that right. The US Government has a pgidicense to use any
invention/intellectual property for government posps only.

Inventories —We make provisions for potentially excess and adtsdhventory based on backlog and forecasted déntéowever, order
backlog is subject to revisions, cancellations, mstheduling. Actual demand will inevitably diffeom forecasted demand due to a numbe
factors. For example, the disk industry has suéférem over-capacity and poor financial resultsjchithas led to industry consolidation.
Consolidation can lead to the availability of usegiipment that competes at very low prices withproducts. Financial stress and
consolidation in our customer base can also leglkde@ancellation of orders for products after \@gehincurred substantial costs related to
those orders. Such problems have resulted, anccorginue to result, in excess and obsolete invgnsord the provision of related reserves.

Warranty —Intevac’s standard warranty is twelve months frarstomer acceptance. During this warranty periodreagessary non-
consumable parts are supplied and installed. Aigimv for the estimated warranty cost is recordeth@time revenue is recognized.

Valuation of long-lived and intangible assets amddwill —We assess the impairment of identifiable intangipleng-lived assets and
goodwill annually and whenever events or changefrtumstances indicate that the carrying value naybe recoverable. Factors we cons
important which could trigger an impairment reviewlude the following:

« significant unde-performance relative to expected historical or grtgd future operating resul

« significant changes in the manner of our use obttwpiired assets or the strategy for our overalinass
« significant negative industry or economic trends;

« significant decline in our stock price for a suséa period; an

« our market capitalization relative to net book ea

When we determine that the carrying valubog-lived assets, intangibles or goodwill may hetrecoverable based upon the existence of
one or more of the above indicators of impairmesg,measure any impairment based on a projectedutised cash flow method using a
discount rate determined by our management to beremsurate with the risk inherent in our currerdibeiss model.

12
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Results of Operations

Three Months Ended March 29, 2003 and March 3022

Net revenued\et revenues consist primarily of sales of equipnused to manufacture flat panel displays, equigraosed to manufacture
thin-film disks, related equipment and system conguds, and contract research and developmentddtatbe development of electro-optical
devices and systems. Net revenues increased by@8%2.0 million for the three months ended Mar®h2003 from $6.7 million for the three
months ended March 30, 2002.

Equipment Product Division (“EPD”) revenuasreased to $10.4 million for the three months dridarch 29, 2003 from $4.9 million for
the three months ended March 30, 2002. The inciedSED revenue was the result of customer acceptah$7.3 million of upgrades to flat
panel display manufacturing systems that were gaipp early 2002 and to higher revenue from disk@gent technology upgrades and spare
parts, partially offset by a decrease in saledsi thanufacturing systems. Photonics Technologysiin (“PTD”) net revenues decreased to
$1.6 million for the three months ended March 2Z8)2from $1.7 million for the three months ended®fa30, 2002. The decrease in PTD net
revenues was the result of lower revenues fronopype products.

International sales increased by 308% to $8l8on for the three months ended March 29, 2608 $2.4 million for the three months
ended March 30, 2002. The increase in internatisalgls was due to the increase in net revenuesffabmanel manufacturing equipment
referred to above. International sales constit8@¥% of net revenues for the three months endediM28¢ 2003 and 37% of net revenues for
the three months ended March 30, 2002.

Backlog.Intevac’s backlog of orders for its products wag.81Imillion at March 29, 2003 and $27.3 million\rch 30, 2002. The
reduction was due to revenue recognition of thiepianel system upgrades previously shipped, a tieduin the number of disk manufacturing
systems on order and the sale of the rapid thepnoglessing product line in November 2002. We ineludbacklog the value of purchase
orders for our products that have scheduled dsfidates.

Gross marginCost of net revenues consists primarily of purctiasaterials, fabrication, assembly, test and itegtah labor and overhead,
customer-specific engineering costs, warranty ¢cosiglties, provisions for inventory reservesagcand costs attributable to contract research
and development. Gross margin decreased to 9.7%hddhree months ended March 29, 2003 from 14 ¢et%he three months ended
March 30, 2002.

Gross margin in EPD decreased to 8.3% fothtee-month period ended March 29, 2003 from 15&%he three-month period ended
March 30, 2002. The decrease in EPD was primatiytd the flat panel system upgrade revenue canitndp minimal gross margin and to the
establishment of a $0.3 million cost to market res@n the remaining MDP 250B disk manufacturingtesn in inventory. PTD gross margins
increased to 18.7% during the three months endedhivizd, 2003 from 11.3% during the three monthsedridarch 30, 2002. PTD gross
margins were favorably impacted by the mix of salesved from fully funded research and developnoemtracts versus cost-shared research
and development contracts.

Research and developmeResearch and development expense consists prins&phototype materials, salaries and related oofsts
employees engaged in ongoing research, designesedogyment activities for disk manufacturing equgom flat panel manufacturing
equipment, imaging products and company fundedarebgperformed by PTD. Research and developmemnsegpdecreased to $2.6 million
for the three months ended March 29, 2003 from #8llion for the three months ended March 30, 20@presenting 21.9% and 46.9%,
respectively, of net revenue. This decrease wasapilly the result of reduced spending for developnué flat panel manufacturing equipment,
partially offset by spending for the developmentoifnmercial imaging products.

Research and development expenses do natliecbsts of $1.1 million and $1.3 million, respeay, for the three-month periods ended
March 29, 2003 and March 30, 2002 related to cohtesearch and development performed by PTD. Tégsenses are included in cost of
revenues. Research and
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development expenses also do not include cost8.afrdillion in the three-month period ended Maréh 2002, reimbursed under the terms of
various research and development cost sharing mgres.

Selling, general and administrativBelling, general and administrative expense canpistnarily of selling, marketing, customer support
production of customer samples, financial, tram@nagement, liability insurance, legal and professi services and bad debt expense.
Domestic sales and international sales of disk f@twring products in Singapore, Malaysia and Taiwee made by Intevac’s direct sales
force, whereas other international sales of dishufecturing products and other products are madgdidisibutors and representatives that
provide services such as sales, installation, wsyrrand customer support. We also have a subsidig@jngapore to support customers in
Southeast Asia.

Selling, general and administrative expenseeiased to $1.9 million for the three months erdacch 29, 2003 from $1.7 million for the
three months ended March 30, 2002, representir@@d énd 25.6%, respectively, of net revenue. Theease was the result of $0.3 million of
surplus facility costs being recorded in sellingngral and administrative expense and an increase icost of director’s and officer’s
insurance, partially offset by a reduction in tlievision for bad debts.

Interest expensénterest expense consists primarily of interestnd@vac’s convertible notes. Interest expense desem to $0.5 million in
the three months ended March 29, 2003 from $0.lfomiin the three months ended March 30, 2002. ddmease in interest expense was due
to a reduction in convertible notes outstanding assult of the exchange offer completed by Intémaluly 2002.

Interest income and other, nétterest income and other, net totaled ($0.1) aniliand $0.2 million for the three months ended M&®e,
2003 and March 30, 2002, respectively. Interestime and other, net in 2003 consisted of $0.2 milbbinterest and dividend income on
investments offset by the establishment of a $0lBomreserve for the disposition of a fixed ast®it is no longer in use. Interest income and
other, net in 2002 consisted of $0.2 million okist and dividend income on investments.

Provision for (benefit from) income taxé®r the three months ended March 29, 2003, Intdichoot accrue a tax benefit due to the
inability to realize additional refunds from losarg/-backs. We accrued a $2.2 million tax beneiitthe three-month period ended March 30,
2002. This resulted from federal tax law changes @itlow losses incurred in 2001 and 2002 to beezhback 5 years. Intevac paid federal
income taxes of approximately $5.1 million for 198&d $0.9 million for 1997. Our federal tax retyrasd any refunds resulting from them,
subject to audit for 3 years from the date filedeVac’s $13.5 million deferred tax asset is falffset by a $13.5 million valuation allowance,
resulting in a net deferred tax asset of zero atchida9, 2003.

Liquidity and Capital Resources

Intevac’s operating activities used cash4#$nillion during the three months ended MarchZ®)3. The cash used was due primarily to
the net loss incurred and the semi-annual intg@gtnent on our convertible notes. In the three mehded March 30, 2002, our operating
activities used cash of $3.7 million due primatiythe net loss incurred, the semi-annual intgragment on our convertible notes and
increases in receivables and inventory, which vparéially offset by increased customer advancesdapdeciation and amortization.

Intevac’s investing activities used cash @8dmillion and $0.2 million in the three monthsled March 29, 2003 and March 30, 2002,
respectively, for the purchase of fixed assets.

Intevac’s financing activities provided casft$0.2 million and $0.1 million in the thrementh periods ended March 29, 2003 and Marcl
2002, respectively, as the result of the sale tMac stock to our employees through Intevac’s eyg# benefit plans.

At March 29, 2003, Intevac had $23.1 millmfrcash and cash equivalents. Intevac intends dentizke approximately $2 million in capital
expenditures during the next 9 months and beliveexisting cash and cash equivalent balancedbeilufficient to meet its cash
requirements for the balance of 2003.
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Intevac has incurred operating losses eaahsiace 1998 and cannot predict with certaintymit&vill return to operating profitability.
2003 operating results and cash flow are contingpah a number of factors, but in particular onréeeipt by the Equipment Products
Division of large multi-system disk manufacturingugoment orders. While Intevac is forecasting theeipt of these orders in 2003, it is not
able to accurately predict when, or if, its Equiptnéroducts Division will actually receive thesee®nrs, or the timing of the resulting revenue.
Without the receipt of substantial equipment orahsiéverable for revenue during 2003, Intevacksli to incur an operating loss and consume
a significant portion of its cash during 2003.

Certain Factors Which May Affect Future Operating Results
Revenue generated by our businesses during 2003atgyovide sufficient gross profit to cover optang and interest expenses.

A significant increase in the sales of disknufacturing equipment and/or deposition equipnf@nthe manufacture of flat panel displays
and/or photonics-based revenues will be necessaintevac to be able to generate sufficient gpséit to offset expected operating and net
interest expenses during 2003. The majority ofremenues and gross profit have historically beeivelé from sales of disk manufacturing
equipment and deposition and rapid thermal prongssjuipment for the manufacture of flat panel ldigp. Our sales of disk manufacturing
equipment have been severely depressed since tlitenoif 1998. While we believe that the disk mantifang industry will need to make
substantial investments to upgrade its productagacity, the timing of this investment is uncertaimd there can be no assurance that it will
happen, or that we will be selected to provideghgsgrades. We sold our rapid thermal processioduat line to Photon Dynamics in
November 2002, a product line which accounted ot $nillion of our net revenues during 2002. Adulitlly, other than for products that
already shipped and undergoing installation anép@atance testing, we have no current backlog ofrerfde deposition products for the
manufacture of flat panel displays. PTD has yetam an annual profit. Failure to generate sufficiest revenues and gross profit in 2003 to
offset operating and interest expenses would ha\adaerse effect on our business, net worth anl cas

We sell our Equipment Products to a small numbéangfe customers. Competition is intense and ldsme of those customers would
significantly reduce potential future revenues.

We experience intense competition in EPD.dx@mple, our disk and flat panel products expegesompetition worldwide from
competitors including Anelva Corporation, Ulvac dapl td. and Unaxis Holdings, Ltd., each of whi@s Isold substantial numbers of systems
worldwide. Anelva, Ulvac and Unaxis all have subgitdly greater financial, technical, marketing, méacturing and other resources than we
do. There can be no assurance that our competiithnsot develop enhancements to, or future gemenatof, competitive products that will
offer superior price or performance features ot tteav competitors will not enter our markets andedep such enhanced products.
Accordingly, competition for our customers is irdkenand suppliers of equipment may offer substgnticing concessions and incentives to
attract our customers or retain existing custonigne. loss of any one of our large customers woigidifsicantly reduce potential future
revenues.

We may not have the financial resources to repwelwur convertible notes if one of the events gitiolders the right to require us to
repurchase their notes occurs.

Certain events give holders of our convegtitbtes, including both our convertible notes do@42(“2004 Notes"pnd convertible notes di
2009 (2009 Notes™), the right to require us tousghase their notes. These events include thernation of trading of our common stock or a
transaction that results in a change in controli¢tvincludes a person acquiring beneficial ownegrsifigreater than 50% of our shares, a
merger or consolidation, the sale of all or sult&éy all of our assets, or a change in the majaof our directors). In the case of the 2009
Notes only, a distribution to our common stock leotdof all the capital stock of a subsidiary thaha time constitutes our Photonics busir
will also give the holders of the 2009 Notes thghtito require us to repurchase their 2009 Nofemé of these designated events were to
occur, we may not have enough funds to pay therchpse price for all notes for which repurchasedgiested. Moreover, any future credit
agreements or other debt agreements may prohitfitawepurchase,
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or may provide that such a repurchase constitutevant of default under that debt agreement. lareeput in a position where one of these
designated events has occurred but we are prathifsden repurchasing the notes, we could seek theardt of our lenders to repurchase the
notes in question, or could attempt to refinaneedébt agreements. If we do not obtain the lenclamsent, we could not repurchase the notes,
which would constitute an event of default under plarticular indenture governing those notes, whigght in turn also constitute an event of
default under the terms of our other debt.

The majority of our future revenue is dependent@n products. If these new products are not sufdesisen our results of operations w
be severely impacted.

We have invested heavily, and continue tegtyin the development of new products. PTD’s LR@&target identification and low light
level camera technologies are designed to offenfeegntly improved capability to military custonserEPD’s D-STAR®deposition tool for fle
panel display manufacturing is intended to displarmelucts offered by competing manufacturers. EBlinues to invest heavily to develop
products for the thin-film disk manufacturing inthys CID is developing commercial products basedrentechnology developed by PTD.
These businesses will require substantial furtmegstment in sales and marketing, in product dgveént and in additional production
facilities. There can be no assurance that weswitceed in these activities and generate signifeaes of products. Failure of any of these
products to perform as intended, to penetrate tharkets and develop into profitable product limesild have an adverse effect on our
business.

Demand for capital equipment is cyclical, whichjegks our business to long periods of depresseemass interspersed with periods of
unusually high revenues.

EPD sells equipment to capital intensive stdas, which sell commodity products such as diskes and flat panel displays. These
industries operate with high fixed costs. When dednfar these commaodity products exceeds capaaiyahd for new capital equipment such
as ours tends to be amplified. When supply of tleesemodity products exceeds demand, the demankfercapital equipment such as ours
tends to be depressed. The cyclical nature ofdpéal equipment industry means that in some ysaes of new systems by us will be
unusually high, and that in other years sales of sy@stems by us will be severely depressed. Sélggstems for thirfidlm disk production hav
been severely depressed since the middle of 19@8c@ntinue to be depressed. Failure to anticipatespond quickly to the industry business
cycle could have an adverse effect on our business.

Our significant amount of debt could have a negaéffect on us and on our security holders.

We have $1.0 million of convertible notes @du€004 and $29.6 million of convertible notes @009 outstanding. The aggregate
$30.6 million of convertible notes commits us tbstantial principal and interest obligations. Oigngicant amount of debt could harm Inte
and holders of our common stock and convertiblesiot many ways, including:

* reducing the funds available to finance our busirgserations and for other corporate purposes Beaaportion of our cash flow from
operations must be dedicated to the payment otipahand interest on our del

« impairing our ability to obtain additional finangrior working capital, capital expenditures, acdigas or general corporate purpos
* placing us at a competitive disadvantage becausareavsubstantially more leveraged than certairuoicompetitors;

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

» making us more vulnerable financially in the eveha further downturn in general economic condgian in our busines
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Our ability to meet our debt service obligas will depend on our future operating performaauce cash flow. Our operating performance
and cash flow, in part, are subject to businesgnitial and economic factors beyond our control.

We may undertake significant additional financirgnsactions in order to maintain sufficient castctmduct our operations.

We may need to obtain additional financindutad our future operations, and we may seek seratditional funds through a variety of
alternative sources, including the sale of add#laecurities or from other financing arrangementasset sales. Our board of directors has
from time to time considered a number of possitdagactions. Such transactions might include:

« selling off a portion of our assets to raise addil capital;

« undertaking a rights offering to obtain financimgrh our existing shareholders;
* attempting to raise additional equity through pailoli private offerings

« attempting to raise additional debt financing; or

« obtaining a line of credit.

We may undertake one or more of these traiesesc We do not know whether we will be able tonptete any of these transactions on a
timely basis, on terms satisfactory to us, or atralr example, we may not have access to newalapithe public or private markets until our
results of operations improve, if at all. In adalitj some of these transactions may result in sagmif dilution to our existing security holders or
impairment of their rights. Nonetheless, if we amable to complete one or more of these transagtmur ability to maintain our ongoing
operations, and to pay principal and interest shaan our outstanding notes when due, may be jdizea.

Our business is subject to rapid technical chang@ch requires us to continually develop new prddiic order to sustain and grow our
revenue.

Our ability to remain competitive requiredstantial investments in research and developriéet failure to develop, manufacture and
market new systems, or to enhance existing systwmdd have an adverse effect on our business. fromto time, we have experienced
delays in the introduction of, and technical diffites with, some of our systems and enhancemeénisfuture success in developing and
selling equipment will depend upon a variety oftéas, including our ability to accurately prediatdre customer requirements, technological
advances, cost of ownership, our introduction af peoducts on schedule, cost-effective manufacguaind product performance in the field.
Our new product decisions and development commitsnaunist anticipate continuously evolving indusgguirements significantly in advance
of sales. Any failure to accurately predict customegjuirements and to develop new generationsaxfymts to meet those requirements would
have an adverse effect on our business.

Our products are complex, constantly evolving arelaiten designed and manufactured to individuataoner requirements that require
additional engineering.

EPD systems have a large number of comporeatsire highly complex. We may experience delagstechnical and manufacturing
difficulties in future introductions or volume praction of new systems or enhancements. In addiome of the systems that we manufacture
must be customized to meet individual customeraiteperating requirements. We have limited martufémg capacity and engineering
resources and may be unable to complete the dewmelup manufacture and shipment of these products, meet the required technical
specifications for these products, in a timely meansuch delays could lead to rescheduling of grdebacklog or, in extreme situations, to
cancellation of orders. In addition, we may incubstantial unanticipated costs early in a produ#géscycle, such as increased engineering,
manufacturing, installation and support costs, thaimay be unable to pass on to the customer.nre sonstances, we depend
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upon a sole supplier or a limited number of supplfer complex components or sub-assemblies utilizeour products. Any of these factors
could adversely affect our business.

The sales of our disk and flat panel products apehdent on substantial capital investment by astamers, far in excess of the cost of
our products.

The purchase of our systems, and the purdfasther related equipment and facilities, reqaieggtremely large capital expenditures by our
customers. These costs are far in excess of thetosr systems alone. The magnitude of such abgxpenditures requires that our customers
have access to large amounts of capital and thgtite willing to invest that capital over long pels of time to be able to purchase our
equipment. Some of our potential customers, padibyuthose that would otherwise purchase our diskufacturing products, may not be
willing, or able, to make the magnitude of capitelestment required.

Our business depends on the integrity of our iatdllal property rights.

There can be no assurance that:

« any of our pending or future patent applicationk lng allowed or that any of the allowed applicasawill be issued as patents;
« any of our patents will not be invalidated, deemednforceable, circumvented or challenged,;

« the rights granted under our patents will providepetitive advantages to t

« any of our pending or future patent application iasue with claims of the scope sought by ustidll;

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

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

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

From time to time, we have received clainat the are infringing third parties’ intellectualperty rights. There can be no assurance that
third parties will not in the future claim infringeent by us with respect to current or future patetnademarks, or other proprietary rights
relating to our products. Any present or futurarakg with or without merit, could be time-consumjimgsult in costly litigation, cause product
shipment delays or require us to enter into royaitlicensing agreements. Such royalty or licensiggeements, if required, may not be
available on terms acceptable to us, or at all. 8inthe foregoing could have an adverse effect uporbusiness.

Our operating results fluctuate significantly.

Over the last nine quarters our operating fxsa percentage of net revenues has fluctuatedre approximately 59% and 1% of net
revenues. Over the same period our sales per gliae fluctuated between $23.6 million and $6.llioni. We anticipate that our sales and
operating margins will continue to fluctuate. Aseault, period-tgeeriod comparisons of our results of operationsatenecessarily meaning
and should not be relied upon as indications afreuperformance.

Operating costs in northern California are high.

Our operations are located in Santa ClaréifdDaia. The cost of living in northern California extremely high, which increases both the
cost of doing business and the cost and difficaftsecruiting new employees. Our operating residgsend in significant part upon our ability
to effectively manage costs and to retain andcttraalified management, engineering, marketingyufecturing, customer support, sales and
administrative personnel. The failure to contratscand to attract and retain qualified personoelctchave an adverse effect on our business.
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Business interruptions could adversely affect ausibess.

Our operations are vulnerable to interrupbgrfire, earthquake, power loss, telecommunicati@iure and other events beyond our
control.

A significant portion of our sales are made to intional customers.

Sales and operating activities outside of the Wh&&ates are subject to inherent risks, includingtfiations in the value of the United St
dollar relative to foreign currencies, tariffs, ¢a®, taxes and other market barriers, political@@homic instability, restrictions on the export
or import of technology, potentially limited intetitual property protection, difficulties in staffimnd managing international operations and
potentially adverse tax consequences. We earméisant portion of our revenue from internatiosales, and there can be no assurance that
any of these factors will not have an adverse effacour business.

We generally quote and sell our products $hddllars. However, for some Japanese customersBawequoted and sold our products in
Japanese Yen. From time to time, we have entetedareign currency contracts in an effort to regltize overall risk of currency fluctuations
to our business. However, there can be no assuthatthe offer and sale of products denominatddrieign currencies, and the related fore
currency hedging activities will not adversely atfeur business.

Our two principal competitors for disk depimsi equipment are based in foreign countries anetltost structures based on foreign
currencies. Accordingly, currency fluctuations abahuse the price of our products to be more,ss, leompetitive than these competitors’
products. Currency fluctuations will decrease naréase, Intevac’s cost structure relative to tlidseir competitors, which could impact our
competitive position.

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

The market price of our common stock has ggpeed both significant increases in valuation sigdificant decreases in valuation, over
short periods of time. We believe that factors sasfannouncements of developments related to @imdss, fluctuations in our operating
results, failure to meet securities analysts’ eiqtéans, general conditions in the disk drive amd-film media manufacturing industries and
worldwide economy, announcements of technologimabvations, new systems or product enhancemenis by our competitors, fluctuations
in the level of cooperative development fundingjuasitions, changes in governmental regulationgeligments in patents or other intellectual
property rights and changes in our relationshigh wiistomers and suppliers could cause the priceitofommon stock to continue to fluctuate
substantially. In addition, in recent years thektmarket in general, and the market for smalltedipation and high technology stocks in
particular, have experienced extreme price fluabnatthat have often been unrelated to the operatmformance of affected companies. Any
of these factors could adversely affect the mgpkiee of our common stock and convertible notes. €@mmon stock is not heavily traded in
the market, with daily volume averaging approxinha8000 shares in 2002. As a result, any atterg bhareholder to either acquire or
dispose of a significant position in our stock ebchuse significant fluctuations in the price of ghares.

We routinely evaluate acquisition candidates artepotiversification strategies.

We have completed multiple acquisitions as pbour efforts to expand and diversify our besis. For example, our business was initially
acquired from Varian Associates in 1991. We acqguier gravity lubrication and rapid thermal progeggroduct lines in two acquisitions.
We also acquired the RPC electron beam processisigédss in late 1997, and subsequently closedtisimess. We sold the rapid thermal
processing product line in November 2002. We intencbntinue to evaluate new acquisition candidate®stiture and diversification
strategies. Any acquisition involves numerous rigksluding difficulties in the assimilation of tleequired company’s employees, operations
and products, uncertainties associated with opeydti new markets and working with new customens|, the potential loss of the acquired
company’s key employees. Additionally, unanticipb¢xpenses, difficulties and consequences mayduerad relating to the integration of
technologies, research and development, and adnaiiivge and other functions. Any future
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acquisitions may also result in potentially diletissuance of equity securities, acquisition oesliiture related writeffs and the assumption
debt and contingent liabilities. Any of the aboaetbrs could adversely affect our business.

We use hazardous materials.

We are subject to a variety of governmerdggltations relating to the use, storage, dischédm@edling, emission, generation, manufacture,
treatment and disposal of toxic or otherwise hamasdsubstances, chemicals, materials or wastefailnye to comply with current or future
regulations could result in substantial civil peigsl or criminal fines being imposed on us or diicers, directors or employees, suspension of
production, alteration of our manufacturing processsessation of operations. Such regulations creddire us to acquire expensive
remediation or abatement equipment or to incurtambisl expenses to comply with environmental ragahs. Any failure by us to properly
manage the use, disposal or storage of, or addguestrict the release of, hazardous or toxic s could subject us to significant
liabilities.

Our directors and executive officers control a niayoof our outstanding common stock.

Based on the shares outstanding on MarcBA®8, our current directors and their affiliatesl @aar executive officers, in the aggregate,
beneficially own a majority of the outstanding skgaof common stock. These shareholders, actinghtegere able to effectively control all
matters requiring approval by our shareholderduding the election of a majority of the directarsd approval of significant corporate
transactions. Two of our directors also hold inraggte 7% of the outstanding convertible notes.

Iltem 3. Quantitative and Qualitative Disclosure About Market Risk

Interest rate riskThe table below presents principal amounts andegleighted-average interest rates by year of ritafor Intevac’s
debt obligations.

Fair
2003 2004 2005 2006 2007 Beyond Total Value

(in thousands)
Long-term debt
Fixed rate — $1,02¢ — — — $29,54: $30,567 $24,92¢
Average rate 6.5(% 6.5(% 6.5(% 6.5(% 6.5(% 6.5(%

Foreign exchange rislErom time to time, Intevac enters into foreign eaay forward exchange contracts to economicallygbhezbrtain of
its anticipated foreign currency transaction, tlatien and remeasurement exposures. The objective of theseamsiis to minimize the impe
of foreign currency exchange rate movements oroparating results. At March 29, 2003, Intevac ditl lmve foreign currency forward
exchange contracts.

ltem 4. Controls and Procedures

Evaluation of disclosure controls and proceduisthin 90 days prior to the filing date of this Qtexly Report on Form 10-Q (the
“Evaluation Date”), we evaluated, under the supowi of our chief executive officer and our chiiefancial officer, the effectiveness of our
disclosure controls and procedures. Based on vaisiation, our chief executive officer and chiefdncial officer concluded that our disclosure
controls and procedures are effective to ensutdrif@mation we are required to disclose in repadiiat we file or submit under the Securities
Exchange Act of 1934 is recorded, processed, suinethand reported within the time periods specifie8ecurities and Exchange
Commission rules and forms.

Changes in internal control§ubsequent to the Evaluation Date, there weregmifigiant changes in our internal controls or ihestfactors
that could significantly affect such controls, imding any corrective actions with regards to sigaift deficiencies and material weaknesses.
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PART Il.  OTHER INFORMATION
ltem 1. Legal Proceedings

On June 12, 1996 two Australian Army BlackateHelicopters collided in midair during nighttinneaneuvers. Eighteen Australian
servicemen perished and twelve were injured. Itevas named as a defendant in a lawsuit relatddg@rash. The lawsuit was filed in
Stamford, Connecticut Superior Court on June 10918 Mark Durkin, the administrator of the estatéthe deceased crewmembers, the
injured crewmembers and the spouses of the deceaskar injured crewmembers. Included in the sailfsgations were assertions that the
crash was caused by defective night vision goggles.suit named three US manufacturers of militdgit vision goggles, of which Intevac
was one. The suit also named the manufacturergbitbt’s helmets, two manufacturers of night visgystem test equipment and the
manufacturer of the helicopters. The suit claimaohdges for 13 personnel killed in the crash, 5qguers| injured in the crash and spouses of
those killed or injured. It is known that the Awdtan Army established a Board of Inquiry to invgate the accident and that one of the
conclusions of the Board of Inquiry was that theident was not caused by defective night visionglesy

On July 27, 2000 the Connecticut Superiorr€disallowed the defendants’ motion to dismisslévesuit. On October 30, 2001 the
Connecticut Supreme Court reversed the SuperiortGalecision and remanded the case to the triaftanith the direction to grant the
defendants’ motion to dismiss the suit subjectaioditions already agreed to by the defendants.& besditions agreed to by the defendants
include (1) consenting to jurisdiction in Austral{2) accepting service of process in connectiaih &h action in Australia; (3) making their
personnel and records available for litigation s&alia; (4) waiving any applicable statutes ofitation in Australia up to six months from
April 26, 2002, the date of dismissal of this act@r for such other reasonable time as may be medjais a condition of dismissing this action;
(5) satisfying any judgement that may be enteredresg them in Australia; and (6) consenting toré@pening of the action in Connecticut in
the event the above conditions are not met asytgeoper defendant in the action.

On October 21, 2002 a lawsuit was filed ire@usland, Australia by Gerard Bampton, a memb#reoAustralian Special Air Services
Regiment who was injured in the 1996 crash. Inallidehe suit's allegations are assertions thatthsh was caused by defective night vision
goggles. The suit names three US manufacturerslivm night vision goggles, of which Intevac wase. The suit also names the
manufacturer of the helicopters. Investigations enaitthe time of the original Durkin lawsuit leaslto believe that we have meritorious
defenses against the new lawsuit. However, therdeano assurance that the resolution of the gliihet have a material adverse effect on
business, operating results and financial condition

Item 2. Changes in Securities and Use of Proake
None.
Item 3. Defaults upon Senior Securities
None.
ltem 4. Submission of Matters to a Vote of Sedity-Holders
None.
Item 5.  Other Information
None.
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Item 6.  Exhibits and Reports on Form 8-K

(a) The following exhibits are filed herewith

Exhibit
Number Description

99.1 Certification Pursuant to 18 U.S.C. Section 1
(b) Reports on Form 8-K:

On March 6, 2003, the registrant filed a reporfonm 8-K regarding a business presentation provideavestors.
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SIGNATURES

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

INTEVAC, INC.

Date: May 5, 2003
By: /s/ KEVIN FAIRBAIRN

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

Date: May 5, 2003
By: /s/ CHARLES B. EDDY llI

Charles B. Eddy Il

Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secreti
(Principal Financial and Accounting Officer)
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I, Kevin Fairbairn certify that:

1.

2.

6.

| have reviewed this quarterly report on Forn-Q of Intevac, Inc.

Based on my knowledge, this quarterly reportsdua contain any untrue statement of a materaldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect
to the period covered by this quarterly rep

Based on my knowledge, the financial statementsotimer financial information included in this qteaty report, fairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules -14 and 15-14) for the registrant and ha\

a) designed such disclosure controls and procedormssure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this quarterly report is being
prepared

b) evaluated the effectiveness of the regis’s disclosure controls and procedures as of a d#téev®0 days prior to the filing date of tt
quarterly report (th®Evaluation Dat"); and

c) presented in this quarterly report our conclasiabout the effectiveness of the disclosure ctan#mod procedures based on our
evaluation as of the Evaluation Da

The registrar's other certifying officer and | have disclosedsdmhon our most recent evaluation, to the regit’'s auditors and the au¢
committee of registra’s board of directors (or persons performing thewedent functions)

a) all significant deficiencies in the design oedgtion of internal controls which could adversaffect the registrant’s ability to record,
process, summarize and report financial data awd tuentified for the registrant’s auditors any et weaknesses in internal controls;
and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
controls; anc

The registrar's other certifying officer and | have indicatedliis quarterly report whether there were signiftogtmanges in intern:
controls or in other factors that could signifidgraffect internal controls subsequent to the additeur most recent evaluation, including
any corrective actions with regard to significaefidiencies and material weakness

Date: May 5, 2003

/s KEVIN FAIRBAIRN

Kevin Fairbairn
President, Chief Executive Officer and Direc
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I, Charles B. Eddy certify that:

1.

2.

6.

| have reviewed this quarterly report on Forn-Q of Intevac, Inc.

Based on my knowledge, this quarterly reportsdua contain any untrue statement of a materaldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect
to the period covered by this quarterly rep

Based on my knowledge, the financial statementsotimer financial information included in this qteaty report, fairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this
quarterly report

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules -14 and 15-14) for the registrant and ha\

a) designed such disclosure controls and procedormssure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this quarterly report is being
prepared

b) evaluated the effectiveness of the regis’s disclosure controls and procedures as of a d#téev®0 days prior to the filing date of tt
quarterly report (th®Evaluation Dat"); and

c) presented in this quarterly report our conclasiabout the effectiveness of the disclosure ctan#mod procedures based on our
evaluation as of the Evaluation Da

The registrar's other certifying officer and | have disclosedsdmhon our most recent evaluation, to the regit’'s auditors and the au¢
committee of registra’s board of directors (or persons performing thewedent functions)

a) all significant deficiencies in the design oedgtion of internal controls which could adversaffect the registrant’s ability to record,
process, summarize and report financial data awd tuentified for the registrant’s auditors any et weaknesses in internal controls;
and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
controls; anc

The registrar's other certifying officer and | have indicatedliis quarterly report whether there were signiftogtmanges in intern:
controls or in other factors that could signifidgraffect internal controls subsequent to the additeur most recent evaluation, including
any corrective actions with regard to significaefidiencies and material weakness

Date: May 5, 2003

/s/ CHARLES B. EDDY Il

Charles B. Eddy Il
Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
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99.1 Certification Pursuant to 18 U.S.C. Section 1






Exhibit 99.1

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

I, Kevin Fairbairn, certify, pursuant to 183JC. Section 1350, as adopted pursuant to SedliéroBthe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Intevac, Inc. on Form 18eQthe quarterly period ended March 29, 2003 faliynplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suohnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

By: /s/ KEVIN FAIRBAIRN

Name Kevin Fairbairr
Title: President, Chief Executive Officer and Direc

I, Charles B. Eddy llI, certify, pursuant t8 .S.C. Section 1350, as adopted pursuant tod@e@€@6 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of Intevac, Inc. on FA®RQ for the quarterly period ended March 29, 200¢ complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suolnfr 10-Q fairly presents in all material
respects the financial condition and results ofrafiens of Intevac, Inc.

By: /s/ CHARLES B. EDDY IlI

Name Charles B. Eddy Il
Title: Vice President, Finance and Administrati
Chief Financial Officer, Treasurer and Secre

A signed original of this written statemenqué&ed by Section 906 has been provided to Intelec,and will be retained by the Company
and furnished to the Securities and Exchange Cosionir its staff upon request.
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