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Filed Pursuant to Rule 424(b)(3)
Registration No. 333-24275

PROSPECTUS

INTEVAC, INC.

$57,500,000

6 1/2% CONVERTIBLE SUBORDINATED NOTES DUE 2004 AND SHARES OF COMMON STOCK
ISSUABLE UPON CONVERSION THEREOF

This Prospectus relates to resales from time te bgnholders of $57,500,000 aggregate principalamof 6 1/2% Convertible Subordinated
Notes due 2004 (the "Convertible Notes") of Intevac. (the "Company") and the shares of CommowgiSteo par value (the "Commt
Stock™) of the Company issuable upon the conversfahe Convertible Notes (the "Conversion ShareBHe Convertible Notes and the
Conversion Shares may be offered from time to fionéhe accounts of the securityholders named hetbe "Selling Securityholders"). The
Convertible Notes and Conversion Shares issualdia apnversion thereof were issued in a privateguteant by the Company to certain
institutional investors and non-U.S. investors @bfiary and March of 1997.

The Convertible Notes will mature on March 1, 20bderest on the Convertible Notes will be paid samually on March 1 and Septembe
of each year, commencing September 1, 1997. Theettole Notes are convertible, at the option @ tiolder thereof, at any time after 90
days following the last date of original issuanereof and prior to maturity, unless previouslyeraied or repurchased, into shares of
Common Stock at a conversion price of $20.625 pares subject to adjustment in certain events.

The Convertible Notes are redeemable, in whole gairt, at the option of the Company, at any timewd after March 3, 2000, at the
redemption prices set forth herein together wittraed interest. The Convertible Notes do not prevat any sinking fund. Upon a
Designated Event (as defined), holders of the Cuitke Notes will have the right, subject to centagstrictions and conditions, to require the
Company to purchase all or any part of the Conlvierfilotes at a purchase price equal to 101% gbtimeipal amount thereof together with
accrued and unpaid interest to the date of purcl@ese="Description of Convertible Notes -- Repusehat the Option of Holders."

The Convertible Notes are unsecured obligationh®fCompany and are subordinate in right of payrteeatl Senior Debt (as defined) of the
Company. As of February 28, 1997, the Company Ippdoximately $2 million of indebtedness outstandimat would have constituted
Senior Debt.

The Convertible Notes and the Conversion Sharesheaaffered by the Selling Securityholders frometita time in transactions (which may
include block transactions in the case of the Cmiga Shares) on any exchange or market on which securities are listed or quoted, as
applicable, in negotiated transactions, througbraliination of such methods of sale, or otherwiséxead prices that may be changed, at
market prices prevailing at the time of sale atgsirelated to prevailing market prices, or at tiatgd prices. The Selling Securityholders
may effect such transactions by selling the CoiitMeriNotes or Conversion Shares directly or tohwotigh broker-dealers, who may receive
compensation in the form of discounts, concessiwrm®mmissions from the Selling Securityholders/anthe purchasers of the Convertible
Notes or Conversion Shares for whom such brdealers may act as agents or to whom they mawasdgltincipals, or both (which
compensation as to a particular broker-dealer nbghih excess of customary commissions). The Cognpéhnot receive any of the
proceeds from the sale of the Convertible NoteSanversion Shares by the Selling Securityholdeing. Company has agreed to pay all
expenses incident to the offer and sale of the €xiile Notes and Conversion Shares offered byselbng Securityholders hereby, except
that the Selling Securityholders will pay all undeting discounts and selling commissions, if aBge "Plan of Distribution.”

The Convertible Notes are currently eligible fading on the PORTAL Market. Convertible Notes gmltlsuant to this Prospectus will not
remain eligible for trading on the PORTAL MarkehelflCommon Stock is traded on the Nasdaq Nationakédander the symbol "IVAC."

THE CONVERTIBLE NOTESAND THE COMMON STOCK OFFERED HEREBY INVOLVE A HIGH DEGREE OF RISK.
SEE "RISK FACTORS' BEGINNING ON PAGE 8. THESE SECURITIESHAVE NOT BEEN APPROVED OR DISAPPROVED
BY THE SECURITIESAND
EXCHANGE COMMISSION OR ANY STATE SECURITIESCOMMISSION, NOR HASTHE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIESCOMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THISPROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY ISA CRIMINAL OFFENSE.

The date of this Prospectus is May 5, 1¢



AVAILABLE INFORMATION

The Company has filed with the Securities and ErgeaCommission (the "Commission") a Registraticaate3hent under the Securities Ac
1933, as amended (the "Securities Act"), on Forgh(fgether with all amendments and exhibits tliyraith respect to the Convertible
Notes and Conversion Shares offered hereby. ThispRectus does not contain all of the informatidrfah in the Registration Statement :
the exhibits thereto, certain parts of which hagerbomitted in accordance with the rules and réiguis.of the Commission. For further
information with respect to the Company, the Cotilbkr Notes and the Common Stock offered hereldgreace is made to the Registration
Statement and the exhibits thereto. Statementsicmat in this Prospectus regarding the contengspfcontract or other document are not
necessarily complete and in each instance refeiisreaeby made to the copy of such contract ounha@nt filed as an exhibit to the
Registration Statement. Copies of the Registrefimtiement and the exhibits thereto may be inspgefigttbut charge, at the principal office
of the Commission located at 450 Fifth Street, N.Washington, D.C. 20549, the Commission's Regi@ffites located at Seven World
Trade Center, 13th Floor, New York, New York 10048d at Citicorp Center, 500 West Madison StreeiteS1400, Chicago, lllinois 60661,
or obtained upon payment of prescribed rates ftrPublic Reference Section of the Commissiorsairincipal office.

The Company is subject to the informational requiats of the Securities Exchange Act of 1934, asmal®d (the "Exchange Act"), and, in
accordance therewith, files reports, proxy statamand other information with the Commission. Stegborts, proxy statements and other
information can be inspected and copied at theipuelerence facilities maintained by the Commissab Room 1024, 450 Fifth Street, N.\
Washington, D.C. 20549, and at the Commission'sdrRed Offices located at Seven World Trade Cerit8th Floor, New York, New York
10048 and at Citicorp Center, 500 West Madisoneft®uite 1400, Chicago, lllinois 60661. The Consigis maintains a website that
contains reports, proxy and information statemants other information regarding registrants thatdiectronically with the Commission.
The address of such web site is http://www.sec.gbe. Company's Common Stock is listed on the Nad@sipnal Market, 1735 K Street,
N.W., Washington, D.C. 20006, and reports, proggeshents and other information concerning the Coppan be inspected at said offi
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INFORMATION INCORPORATED BY REFERENCE

The following documents filed by the Company witle Commission (File No. 000-26946) pursuant toBkehange Act are incorporated
herein by reference:

1. The Company's Annual Report on Form 10-K forfibeal year ended December 31, 1996 (the "ForrK')0-

2. The Company's Proxy Statement for its 1996 AhRleeting of Shareholders, dated April 15, 1996 éotthan the portions thereof deemed
not filed with the Commission).

3. The Company's Current Reports on Form 8-K filad~ebruary 20, 1997 and March 11, 1997.

In addition, all reports and other documents subsetly filed by the Company pursuant to Section&}3.3(c), 14 or 15(d) of the Exchange
Act after the date of this Prospectus and prigh&termination of the offering of the securitiesdby shall be deemed to be incorporated by
reference in this Prospectus from the date ofditii such documents. Any statement contained iocaitent incorporated by reference he
shall be deemed to be modified or superseded fgoges of this Prospectus to the extent that arstait contained herein or in any
subsequently filed document that is also or is dmkto be incorporated by reference herein modifiesupersedes such statement. Any such
statement so modified or superseded shall not emed, except as so modified or superseded, toittdasd part of this Prospectus.

The Company will provide without charge to eachsper including any beneficial owner, to whom thiegpectus is delivered, upon the
written or oral request of such person, a copyngfand all of the documents that are incorporatzeih by reference (other than exhibits to
such documents, unless such exhibits are spedjficalorporated by reference into such documeRsjjuests for such documents should be
directed to Intevac, Inc., Attn: Investor Relatip8550 Bassett Street, Santa Clara, California @5tf#ephone number:

(408) 986-9888.

"Intevac” and "DStar" are registered trademarks of the Companys Phdspectus also contains other trademarks @@ ohgpany and includs
tradenames and trademarks of other companies.



PROSPECTUS SUMMARY

The following summary is qualified in its entirdty, and is subject to, the more detailed infornmatippearing elsewhere or incorporated by
reference in this Prospectus, including the infdiomaset forth under "Risk Factors." This Prospeatantains forward-looking statements
which involve risks and uncertainties. The Compsuagtual results may differ significantly from ttesults discussed in the forward-looking
statements. Factors that might cause such a differimclude, but are not limited to, those discdss€'Risk Factors."

THE COMPANY

Intevac, Inc. ("Intevac” or the "Company") is ade@ay supplier of static sputtering systems andiedlananufacturing equipment used to
manufacture thin-film disks for computer hard diskves. Sputtering is a complex vacuum depositi@mtess used to deposit multiple thin-
film layers on a disk. The Company's primary ohjexts to be the industry leader in supplying digkittering equipment by providing disk
sputtering systems which have both the highestadivgerformance and the lowest cost of ownershign@industry. The Company's principal
product, the MDP-250B, which is the fourth genenatdf the Company's Magnetic Disk Processing ("MD#y5tem, enables disk
manufacturers to achieve high coercivities, higimal-to-noise ratios, minimal disk defects, duriabénd uniformity, all of which are
necessary in the production of high performanagh lsepacity disks. Additionally, the Company'sistaystems allow disk manufacturers to
achieve low production costs through high yieldhhiiptime, and low acquisition, operating and fed costs.

To leverage its expertise in thin-film disk prodoat the Company has acquired and intends to aequidevelop related businesses, products
and technologies that enable it to expand its atipeoduct offerings. For example, in 1996 the Campcompleted three acquisitions,
including a company that manufactures disk lubidcaequipment and a company that manufactures costiap/start test equipment for hard
disk drives and components, and the Company iedidevelopment of a disk laser-texturing producaddition, the Company believes that
its expertise and technology may have applicatathsr than for thin-film disk manufacturing andrighe process of expanding its product
offerings to other areas, such as flat panel displanufacturing equipment and electro-optical poislu

Market demand for disk drives is growing rapidiyrrailated by demand for new and more powerful cotes, the growing use of
sophisticated network servers and the developnfenboe memory intensive software, such as WindowsaNd multimedia applications.
The strong growth in unit shipments of disk drites in turn stimulated the growth of the thin-fillisk market. With the increasing demand
for reliable, rapid access storage and the inteosgetitiveness in the disk drive industry, thimfidisk manufacturers continually seek to
produce higher capacity thin-film disks at a lowest per megabyte of storage. Traditionally, thim-tisk manufacturers used in-line
systems for disk sputtering. In 1982, Varian formadolisiness unit to design a disk sputtering systemaddress certain inherent limitations of
the in-line sputtering architecture. That businessyuired by the Company in 1991, developed asidigk, multiple chamber static sputtering
system, similar in concept to the single wafer pesing machines used by the semiconductor indudtey Company's static systems differ
from in-line systems in that static sputtering pdes for deposition with no relative movement bedwéhe sputtering source and the disk
being coated. This provides advantages in disloumity and precise control of process parametdrs. 3enefits of the static approach have
caused a number of leading disk manufacturersitchpse the Company's static systems. Additionalignging requirements in thin-film
disk technology, such as the trend towards higtslr ebercivity, lower flying heights, reduced sitict and the use of MR heads, as well as
production of disks in new locations, has createded for the purchase of new sputtering systems.

The Company typically offers its static sputtergygtems to both captive and merchant filim-disk manufacturers at list prices ranging fr
$2.0 million to $3.5 million depending on configticm. Since 1991, Intevac systems have been iestédir or ordered by the following
customers: Akashic Memories, Fuji Electric, HitadhMT Technology, IBM, Komag, MaxMedia, Mitsubist8eagate Technology, Sony,
Stormedia, Tae Il Media Co., Trace Storage Techgytnd Western Digital. Based on data publishe@nendFOCUS in March 1996, an
independent market research firm, the Company\msi& has the largest number of installed statigtering systems worldwide. Based u;
MDP shipments, the Company believes it had 99 sysiastalled as of December 31, 1996. The Compelfyand markets its products
directly in the United States, and through exclegiistributors in Japan and Korea. The Companyeh&blished a subsidiary in Singapore
and a branch office in Taiwan to support custormefoutheast Asia. The Company's backlog was $68libn at December 31, 1996.
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SUMMARY CONSOLIDATED FINANCIAL DATA
(IN THOUSANDS, EXCEPT PER SHARE AND RATIO DATA)

YEAR ENDED DECEMBER 31,

1994 1995 1996
CONSOLIDATED STATEMENTS OF INCOME DATA:
NEtrEVENUES....ocvvvieiiiiieiiienenee e $20,451 $42,882 $88,232
Cost of net revenues........ccccevveeeevcceees s 12,657 27,714 55,652
Gross Profite...ccccccccciiiiiiiiieeeeees e 7,794 15,168 32,580
Operating Expenses:
Research and development.............c......... 3,515 2,603 8,425
Selling, general and administrative............ 2,248 4,550 8,391
Acquired in-process research and development... -- - 5,835 2)
Operating iNCOME..........cvvevereieeeeerennnnnns 2,031 8,015 9,929 2)
Income from continuing operations................ 1,675 5,765 4,973
Income (loss) from discontinued operations....... ... (267) 1,335 -
Net inCome.........ccovvevvvveeiiecciee e, ... $1,408 $7,100 $4,973 )
Income per share from continuing operations(1)... .$016 $ 054 $ 0.39 )
Net income per share(1)........ccceeeeeiiiene $ 014 $ 067 $ 0.39 )
Shares used in per share calculations(l).......... .. 10,285 10,606 12,901
RATIO OF EARNINGS TO FIXED CHARGES(3):
.................... 13.20x 43.39x 22.57 X
2.78 X

DECEMBER 31, 1996

ACTUAL AS ADJUST ED(4)
(UNAUDIT ED)
CONSOLIDATED BALANCE SHEET DATA:

Cash, cash equivalents and short-term investments .. $ 938 $ 56,0 26
Working capital 15,847 70,9 35
Total aSSets......ccccevvvveveeiiiiieeeeinn. 68,085 125,5 85
Long-term debt:

6 1/2% Convertible Subordinated Notes due 2004. - 57,5 00

Other......coooiiiiiieee 730 7 30
Total shareholders' equity.......cccccoeeveeeeeee e 33,736 33,7 36

(1) See Note 2 of Notes to Consolidated Finandiaiethents in the Company's Form 10-K for an expianaf the determination of the
number of shares used in computing net incomehmes

(2) During 1996 the Company recorded a $5.8 milibarge related to acquisitions of in-process teldgy in connection with two
acquisitions completed during 1996. Excluding #8s8 million charge, the Company's pro forma opeganhcome and net income for 1996
would have been $15.8 million and $10.8 milliorspectively, and pro forma net income per share awbalve been $0.84.

(3) For the purpose of calculating the ratio ofn@ags to fixed charges, (i) earnings consist obime before income taxes, plus fixed charges
and (i) fixed charges consist of interest expdansarred and the estimated portion of rental expateemed by the Company to be
representative of the interest factor of rentalnpamts under operating leases. The pro forma ragamings to fixed charges reflects the
interest expense on the Convertible Notes as iCitrevertible Notes had been issued at the beginsfitige respective periods presented.

(4) Adjusted to reflect the sale of $57.5 milliohGonvertible Notes issued in February and March3$7.
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RISK FACTORS

In addition to the other information in this Prospes the following risk factors should be considecarefully in evaluating the Company and
its business before purchasing any Convertible loteShares of Common Stock offered hereby. Thisatas forward-looking statements
which involve risks and uncertainties. The Compsuagtual results may differ significantly from ttesults discussed in the forward-looking
statements. Factors that might cause such a differimclude, but are not limited to, those discdsssow.

FLUCTUATIONSIN OPERATING RESULTS

The Company's operating results have historicadgrbsubject to significant quarterly and annuatttlations. The Company derives most of
its net revenues from the sale of a relatively $mamnber of sputtering systems. The number of systaccepted by customers in any
particular quarter has varied from one to nine asch result, the Company's net revenues and omgrasults for a particular period could be
materially adversely affected if an anticipatedesribr even one system is not received in timeetanit shipment and customer acceptance
during that accounting period. The Company's bagklkahe beginning of a quarter may not includesydtem orders needed to achieve the
Company's revenue objectives for that quarter. Briatebacklog are subject to cancellation, andoaigfin in some cases the Company requires
a deposit on orders for its systems, such depmsiisnot be sufficient to cover the expenses incuibgethe Company for the manufacture of
the cancelled systems or fixed operating experssscated with such systems to the date of canicelld&=rom time to time, in order to meet
anticipated customer demand, the Company has mauougd disk sputtering systems in advance of theipé of orders for such systems. 7
Company expects to continue this practice in theréu In the event that anticipated orders areexdived as expected, the Company cou
materially adversely affected by higher inventaydls and increased exposure to surplus and obsolatntory write-offs. Orders may be
subject to cancellation, delay, deferral or resaling by a customer. From the date the Companyivesan order, it often takes more than
six months before the net revenues from such aerecognized and even longer before final paynseariceived. The relatively long
manufacturing cycles of many of the Company's petglhave caused and could cause shipments of sodhqts to be delayed from one
quarter to the next, which could materially advBrsdfect the Company's business, financial conditind results of operations for a
particular quarter. Announcements by the Comparigs@ompetitors of new products and technologmdd:cause customers to defer
purchases of the Company's existing systems, whathHd have a material adverse effect on the Conipdysiness, financial condition and
results of operations.

Installing and integrating new sputtering systents the thinfilm disk manufacturing process requires a subi&himvestment by a custom
Therefore, customers often require a significambiper of product presentations and demonstratianaedl as substantial interaction with the
Company's senior management, before making a psirghdecision. Accordingly, the Company's systeypgally have a lengthy sales cy
during which the Company may expend substantiad§utand management time and effort with no assurdiate sale will result.
Furthermore, the Company's expense levels are biasgdrt, on its expectations as to future neenexes. If revenue levels are below
expectations, operating results are likely to beceskly affected. Net income, if any, may be digprtionately affected by a reduction in net
revenues because a proportionately smaller amduhéCompany's expenses varies with its net resenbhe impact of these and other
factors on the Company's revenues and operatindfges any future period cannot be forecasted witttainty. Due to all of the foregoing
factors, the Company expects its quarterly opegatsults to fluctuate significantly and may inte@r quarters be below the expectations of
securities analysts and investors. In such evasifikely the price of the Company's Common Staduld be materially adversely affected.

The Company believes that its operating resultsagitinue to fluctuate on a quarterly and annaali® due to a variety of factors. These
factors include the cyclicality of the thin-filmsk manufacturing and disk drive industries, patterhcapital spending by customers, the
timing of significant orders, order cancellatiomslahipment reschedulings, market acceptance d@dnepany's products, unanticipated
delays in design, engineering or production orustomer acceptance of product shipments, changegcing by the Company or its
competitors, the timing of product announcementstwoductions by the Company or its competitoiscdunts offered by the Company to
sell demonstration units, the mix of systems sibid,



relative proportions of sputtering systems, systemponents and subassemblies, and contract resmadatevelopment net revenues, the
availability and cost of components and subass@sbtihanges in product development costs, expassesiated with any acquisitions and
exchange rate fluctuations. Over the last 8 quatter Company's gross margin and operating inctmes)(as a percentage of net revenues
has fluctuated from approximately 32% to 40% ofmeetnues and

(9)% to 21% of net revenues, respectively. The Comgmnticipates that its gross and operating marngili continue to fluctuate. As a result,
the Company believes that period-to-period compasof its results of operations are not necegsardaningful and should not be relied
upon as indications of future performance.

CYCLICALITY OF THE MEDIA MANUFACTURING INDUSTRY

The Company's business depends upon capital expesglby manufacturers of thin-film disks, incluglimanufacturers that are opening new
fabrication facilities, expanding or upgrading ¢ixig facilities or replacing obsolete equipmentjebhin turn depend upon the current and
anticipated market demand for hard disk drives. digk drive industry is cyclical and historicallpdiexperienced periods of oversupply.
Within the past year, many media manufacturers liadertaken programs to increase capacity. Iniadditlyundai has announced plans to
commence media manufacturing. This industry-widedase in capacity may lead to a period of ovelgugdithin-film disks, resulting in
significantly reduced demand for thin-film disk drection and for the capital equipment used in surdlduction, including the systems
manufactured and marketed by the Company. In reesns, particularly in very recent periods, thekdirive industry has experienced
significant growth, which, in turn, has caused #gigant growth in the capital equipment industrpplying manufacturers of thin-film disks.
There can be no assurance that such growth witirmoe The Company anticipates that a significamtipn of new orders will depend upon
demand from thin-film disk manufacturers buildingexpanding fabrication facilities, and there camlo assurance that such demand will
exist. The Company's business, financial conditiod results of operations could be materially agsilgraffected by downturns or slowdov
in the disk drive market.

Sales of the Company's systems depend, in signiffgart, upon the decision of a prospective custdmeeplace obsolete equipment or to
increase manufacturing capacity by upgrading oaegng existing manufacturing facilities or constimg new manufacturing facilities, all

of which typically involve a significant capital gonitment. In addition, the cyclicality of the didkive industry, among other factors, may
cause prospective customers to postpone decisgasding major capital expenditures, including pases of the Company's systems. In the
event customers delay the purchase of the Compsystems, the Company's business, financial camdéthd results of operations could be
materially adversely affected.

INTENSE COMPETITION

The Company experiences intense competition woddviiom three principal competitors, Ulvac Japan, 'Ulvac”), Balzars A.G.
("Balzars") and Anelva Corporation ("Anelva"), easfhwhich is a large manufacturer of complex vaciegquipment and thin-film disk
manufacturing systems and has sold a substantiabeuof thin-film disk sputtering machines worldeiccach of Ulvac, Balzars and Anelva
is a manufacturer of in-line and static systemsd, @ach has substantially greater financial, te@inioarketing, manufacturing and other
resources than the Company. The Company also expes competition from other manufacturers ofrie-Bputtering systems used in thin-
film disk fabrication facilities as well as the mdacturers of thin-film disks that have developld tapability to manufacture their own
sputtering systems. There can be no assurancthth@ompany's competitors will not develop enharer@sito, or future generations of,
competitive products that will offer superior priceperformance features or that new competitolisnet enter the Company's markets and
develop such enhanced products. Furthermore, tluesfaf manufacturers of thin-film disks currentiging in-line machines and
manufacturers using internally developed sputtesygjems to switch to static sputtering systentkérfuture could adversely affect the
Company's ability to increase its sputtering systeanket share.



In addition, the Company's three principal compegsitare based in foreign countries and have casttates and system prices based on
foreign currencies. Accordingly, currency fluctwaus could cause the Company's dollar-priced predodbe less competitive than its
competitors' products priced in other currenciagréhcy fluctuations could also increase the Comijsacost structure relative to those of its
competitors, which could make it more difficult fille Company to maintain its competitiveness.

Given the lengthy sales cycle and the significaméstment required to integrate a disk sputterysfiesn into the manufacturing process, the
Company believes that once a thin-film disk mantufge has selected a particular supplier's disktepng equipment, the manufacturer
generally relies upon that equipment for the spepifoduction line application and frequently wathintinue to purchase its other disk
sputtering equipment from the same supplier. They@my expects to experience difficulty in sellingatparticular customer for a significant
period of time if that customer selects a compesitdisk sputtering equipment. Accordingly, competi for customers in the disk sputtering
equipment industry is particularly intense, andpdigps of disk sputtering equipment may offer prigiconcessions and incentives to attract
new customers, which could adversely affect the Gamg's business, financial condition and resultspafrations. Because of these
competitive factors, there can be no assurancetthatompany will be able to compete successfalye future.

CUSTOMER CONCENTRATION

Historically, a significant portion of the Compasiyevenues in any particular period have beerbattible to sales to a limited number of
customers. The Company's largest customers chamgepieriod to period as large thin-film disk fatation facilities are completed and new
projects are initiated. Matsubo, the Company's depadistributor, Seagate Technology ("Seagate' T Technology accounted for 32
32% and 13% respectively, of the Company's totatevenues in 1996; Seagate, HMT Technology andivbat accounted for 40%, 20% ¢
17%, respectively, of the Company's total net reresrin 1995; and Trace Storage Technology ("Tradédjsubo, Seagate, Varian Associi
and Komag accounted for 25%, 15% 13%, 12% and 188pectively, of the Company's total net revenugsd 1994.

The Company expects that sales of its productslatively few customers will continue to account fohigh percentage of its net revenues in
the foreseeable future. For example, 64% of the famy's backlog at December 31, 1996 was represbytdtdee customers for disk
sputtering systems, with each customer represeffifigor more of the Company's backlog at Decembei 296. None of the Company's
customers has entered into a long-term agreemeuirirgg it to purchase the Company's products. érelpases related to a particular new or
expanded fabrication facility are completed, stbethat customer may decrease sharply or ceasgettiier. If completed contracts are not
replaced on a timely basis by new orders from #meesor other customers, the Company's net reveroudd be adversely affected. The loss
of a significant customer, any reduction in ordeosn any significant customer or the cancellatida gignificant order from a customer,
including reductions or cancellations due to cugiodepartures from recent buying patterns, findmlifficulties of a customer or market,
economic or competitive conditions in the disk drimdustry, could materially adversely affect tharany's business, financial condition
and results of operations.

LIMITED NUMBER OF OPPORTUNITIES

The Company's business depends upon capital experslby manufacturers of thin-film disks, of whitiere are a limited number
worldwide. According to a March 1996 report by Td/E®OCUS, an independent market research firm, &seoénd of 1995 there were 187
installed disk sputtering lines (sputtering systemd related equipment such as plating, polish#during, lubrication and test equipment as
well as related handling equipment) worldwide antyd4 companies in the world with five or moretaiked disk sputtering lines. Therefore,
winning or losing an order from any particular @mser could significantly affect the Company's ogiagaresults. In addition, the Company's
opportunities to sell its systems are further lgdiby the fact that many of the manufacturers ioftitm disks have adopted an in-line
approach as opposed to the Company's static agptodlin-film disk manufacturing. These manufaetsrhave invested significant amounts
of capital in their in-line systems, and there aysignificant resistance to change to a static
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approach in the future. At times the Company haivee a significant proportion of its net reventiesn sales of its systems to manufactu
constructing new thin-film disk fabrication faciés. The construction of new thin-film disk fabtica facilities involves extremely large
capital expenditures, resulting in few thin-filnskifabrication facilities being constructed worldeiat any particular time. A substantial
investment is also required by disk manufactureisstall and integrate additional thin-film diskanmufacturing equipment in connection with
upgrading or expanding their existing fabricatianifities. These costs are far in excess of theafgsurchasing the Company's system. The
magnitude of such capital expenditures has causaliic thin-film disk manufacturers to forego puasing significant additional thin-film
disk manufacturing equipment. Consequently, orlynged number of opportunities for the Companysédl its systems may exist at any
given time.

RAPID TECHNOLOGICAL CHANGE; NEW PRODUCTS

The disk drive industry in general, and the thimfdisk manufacturing industry in particular, ateatacterized by rapid technological change
and evolving industry standards. As a result, toem@any must continue to enhance its existing syst#m to develop and manufacture new
systems with improved capabilities. This has regglimnd will continue to require substantial invesstts by the Company in research and
development to advance its technologies. The failardevelop, manufacture and market new systemes,emhance existing systems, would
have a material adverse effect on the Companyligadnrss financial condition and results of operatidn the past, the Company has
experienced delays from time to time in the intrtthn of, and certain technical difficulties wittgrtain of its systems and enhancements. In
addition, the Company's competitors can be expedotedntinue to develop and introduce new and etdthproducts, any of which could
cause a decline in market demand for the Compaggtems or a reduction in the Company's margirsrasult of intensified price
competition.

Changes in the manufacturing processes for thin-diisks could also have a material adverse effethe Company's business, financial
condition and results of operations. The Compattigigates continued changes in the requirementisenflisk drive industry and thin-film
disk manufacturing technologies. There can be sarasce that the Company will be able to develgmufacture and sell systems that
respond adequately to such changes. In additierddka storage industry is subject to constantvévg technological standards. There can
be no assurance that future technological innomatwill not reduce demand for thin-film disks. TBempany's business, financial condition
and results of operations could be materially agklgraffected by any trend toward technology thatild replace thin-film disks as a storage
medium.

The Company has expended significant amounts fmareh and development for its disk sputteringesyst flat panel display manufacturing
equipment and other new products under developreeoh as disk laser-texturing equipment and elemtacal products.

The Company's success in developing and sellingresdu disk sputtering systems and other new prsdisgends upon a variety of factors,
including accurate prediction of future customeyuieements, technology advances, cost of ownersitimduction of new products on
schedule, cost-effective manufacturing and progactormance in the field. The Company's new prodecisions and development
commitments must anticipate the requirements ferctintinuously evolving disk drive industry approztely two or more years in advance
of sales. Any failure to accurately predict customeguirements and to develop new generationsaafymts to meet those requirements wc
have a sustained material adverse effect on thep@oys business, financial condition and resultspafrations. New product transitions
could adversely affect sales of existing produatsl product introductions could contribute to gerdytfluctuations in operating results as
orders for new products commence and orders fatiagi products decline. There can be no assurdmatéhte Company will be successful in
selecting, developing, manufacturing and marketieqy products or enhancements of existing products.
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FLAT PANEL DISPLAY MANUFACTURING EQUIPMENT RISKS

In 1996, the Company spent approximately $5.3 anilto fund the development of equipment for usiénflat panel display ("FPD")
industry, approximately 59% of which was paid fgrtbe Company's development partners. In exchamgeeftain development funding, the
Company has granted to one of its development @arthe exclusive rights to manufacture and mahHeCompany's FPD sputtering syst:
in Japan. As of December 31, 1996, all of the axiprately $5.5 million advanced by the Company'sedepment partner had been applied to
qualifying costs. The Company has limited expereimcthe development, manufacture, sale and magkefiFPD manufacturing equipment,
having sold only two rapid thermal processing ("R)T$ystems to date and having not yet complete@ldpment of its FPD sputtering
system. There can be no assurance that the markePD manufacturing equipment targeted by the Gamill develop as quickly or to
the degree that the Company currently anticipatethat the Company's proposed FPD manufacturingpetent will achieve customer
acceptance or that the Company will achieve anyenenues from the sale of proposed FPD manufacf@iduipment. There can be no
assurance that the Company will receive additionatomer sponsored research and development fuirdthg future. The failure to receive
additional customer sponsored research and develapitnds could result in the Company internallyding the development of such FPD
manufacturing equipment and the costs of such relseand development may have a material adversetafh the Company's business,
financial condition and results of operations. Ehean be no assurance that the Company will caatimfund research and development in
the FPD area.

LEVERAGE

In connection with the sale of the Convertible Nothe Company incurred approximately $57.5 millimimdebtedness which resulted in a
substantial increase in the Company's ratio of {emm debt to total capitalization (shareholdeggsligy plus long-term debt) at December 31,
1996 from approximately 2.1% to approximately 63.8&@& pro forma basis. As a result of this indehésd, the Company incurred
substantial principal and interest obligations. @egree to which the Company is leveraged coul@ laawaterial adverse effect on the
Company's ability to obtain additional financing feorking capital, acquisitions or other purposed aould make it more vulnerable to
industry downturns and competitive pressures. Toimany's ability to meet its debt service obligasgiavill be dependent on the Company's
future performance, which will be subject to finehcbusiness and other factors affecting the dpmrs of the Company, many of which are
beyond its control.

SUBORDINATION AND ABSENCE OF FINANCIAL COVENANTS

The Convertible Notes are unsecured and subordirateght of payment to all Senior Debt of the Gmany. As a result of such
subordination, in the event of any insolvency quidation of the Company, the assets of the Compalhype available to satisfy obligations

on the Convertible Notes only after all Senior Dieé$ been paid in full, and there may not be defiicassets remaining to pay amounts due
on any or all of the Convertible Notes then outdiag. In addition, the subordination provisiongiué Indenture prohibit payment of the
Convertible Notes at maturity or earlier redemptiomepurchase if, on such date, a payment degaigts on Senior Debt or a notice has been
given of a covenant default on Designated Senidat [(ees defined). The Convertible Notes are alaacttrally subordinated to all liabilities
subsidiaries of the Company. The Indenture doegrudtibit or limit the incurrence of Senior Debtthe incurrence of other indebtedness
other liabilities by the Company or any of its sdiaries. The incurrence of additional indebtedreass other liabilities by the Company or
any of its subsidiaries could adversely affect@menpany's ability to satisfy its obligations on tbenvertible Notes. As of February 28, 19
the Company had approximately $2 million of outdiag indebtedness that would have constituted $&ebt, which
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indebtedness was secured by an outstanding $2miditer of credit. Such letter of credit was edwnder the Company's $20.0 million
credit agreement with Silicon Valley Bank and BarfilHawaii (the "Credit Agreement”). To the extelmé fine of credit provided for under
Credit Agreement is drawn upon, any such borrowimgsld constitute Senior Debt. The Company antieipahat from time to time in the
future it may incur indebtedness, including Semebt under the Credit Agreement or otherwise. Meeecthe cash flow and consequent
ability of the Company to service debt, includihg Convertible Notes, may become more dependéheifuture upon the earnings from the
business conducted by the Company through subigisliand the distribution of those earnings, or upans or other payments of funds by
those subsidiaries, to the Company. See "DescnigticConvertible Notes - Subordination of Convadilotes."

The Indenture does not contain any financial perforce covenants. Consequently, the Company iqgatred under the Indenture to meet
any financial tests such as those that measur€dhgpany's working capital, interest coverage, figedrge coverage or net worth in order to
maintain compliance with the terms of the Indenture

MANAGEMENT OF EXPANDING OPERATIONS

The Company has recently experienced a periodpid expansion in its operations that has placed,cauld continue to place, a significant
strain on the Company's management and other @=0urhe Company's ability to manage its expandpegations effectively will require it
to continue to improve its operational, financialananagement information systems, and to traitivate and manage its employees. If the
Company's management is unable to manage its eixgpoperations effectively, the Company's resuitsperations could be adversely
affected.

The Company's operating results will depend inificant part upon its ability to retain and attractalified management, engineering,
manufacturing, marketing, customer support andsgadesonnel. Competition for such personnel imsgeand the Company has had
difficulties attracting such personnel, and thear be no assurance that the Company will be sucté@ssittracting and retaining such
personnel. The failure to attract and retain sueisgnnel could make it difficult to undertake oulbsignificantly delay the Company's
research and development efforts and the expan$its manufacturing capabilities or other actiedtj which could have a material adverse
effect on the Company's business, financial comliéind results of operations.

MANUFACTURING RISKS

The Company's systems have a large number of caenpoand are highly complex. The Company may egpee delays and technical and
manufacturing difficulties in future introductions volume production of new systems or enhanceméntsddition, some of the systems b
by the Company must be customized to meet indiVidustomer site or operating requirements. The Gomwifhas limited manufacturing
capacity and may be unable to complete the devedapor meet the technical specifications of its sggtems or enhancements or to
manufacture and ship these systems or enhancementsnely manner. Such an occurrence would matgradversely affect the Company's
business, financial condition and results of openatas well as its relationships with customarsaddition, the Company may incur
substantial unanticipated costs early in a prodlift’ cycle, such as increased cost of materiaéstd expediting charges, other purchasing
inefficiencies and greater than expected instaltaéind support costs which cannot be passed ¢ toustomer. Any of such events could
materially adversely affect the Company's busin@sancial condition and results of operations. Daueecent increases in demand, the
average time between order and shipment of the @oypsystems may increase substantially in theduThe Company's ability to quickly
increase its manufacturing capacity in responghtot-term increases in demand could be limite@mithe complexity of the manufacturing
process, the lengthy lead times necessary to obtiical components and the need for highly skilfeersonnel. The failure of the Compan
satisfy any such short- term increases in demaddakeep pace with customer demand would leadrtbdr extensions of delivery times,
which could deter customers from placing additiaalers, and could adversely affect product qualtyich could have a materially adverse
effect on the Company's business, financial cooliéind results of operations.
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In certain instances, the Company is dependent agsmlie supplier or a limited number of suppliershas qualified only a single or limited
number of suppliers, for certain complex componentsub-assemblies utilized in its products. Thenfany has implemented a key supplier
program in which it appoints certain key vendorsals suppliers for certain parts with the goahgbroving response time and reducing
costs. In addition, the Company makes extensivefisappliers serving the semiconductor equipmestriess, and such suppliers may
choose to give priority to their semiconductor @guént customers that are much larger than the Caynpany prolonged inability to obtain
adequate deliveries could require the Company yanypare for inventory, parts and other suppliesksdtrnative sources of supply, delay its
ability to ship its products and damage relatiopshiith current and prospective customers. Any slatay or damage could have a material
adverse effect on the Company's business, finaoeralition and results of operations.

The Company conducts substantially all of its mantufring activities at its leased facilities in &a@lara, San Jose and Los Gatos,
California. The Company's Santa Clara, San José.asn@batos facilities are located in a seismicalifive area. A major catastrophe (such as
an earthquake or other natural disaster) couldtrsa prolonged interruption of the Company'sibass.

ACQUISITIONS

The Company's business strategy includes acquielaged businesses, products or technologies. Dngp@ny completed three acquisitions
during 1996 and expects that it may pursue additianquisitions in the future. Any future acqumits may result in potentially dilutive
issuances of equity securities, the write-off opincess research and development, the incurrdrdebband contingent liabilities and
amortization expense related to intangible assetsieed, any of which could materially adverselfeaef the Company's business, financial
condition and results of operations. In particulhe, Company will not be able to use the "poolifighterests” method of accounting, due to a
shareholder being greater than a 50% holder o€tmapany's Common Stock prior to the Company'sainitiiblic offering, in connection

with any acquisition consummated prior to Novermitiker1997, and the Company will therefore be regliiceamortize any intangible assets
acquired in connection with any additional acqiosis consummated during that period.

The Company incurred a charge to operations of 88l&n in the second quarter of 1996, to refléwt purchase of in-process research and
development related to the acquisitions complatatié second quarter. In addition, the Companynisrtizing intangible assets of
approximately $8.8 million of costs relating to tiheee acquisitions completed in 1996. The amditingperiod for such costs will be over
useful lives, which range from two years to sevearyg. Additionally, unanticipated expenses maynbarired relating to the integration of
technologies and research and development and adirative functions. Any acquisition will involveumerous risks, including difficulties in
the assimilation of the acquired company's empleyeperations and products, uncertainties assoorth operating in new markets and
working with new customers, the potential losshaf acquired company's key employees as well asot$ts associated with completing the
acquisition and integrating the acquired company.

RISKS ASSOCIATED WITH INTERNATIONAL SALESAND OPERATIONS

Sales to customers in countries other than theedr8tates accounted for 41%, 20% and 40% of reganuk996, 1995 and 1994,
respectively. The Company anticipates that intéonat sales will continue to account for a subsémortion of net revenues in the future. In
order to effectively service customers locatedimg&pore and the surrounding region, the Compasyebtablished sales and service
operations in Singapore and Taiwan. Sales and tipgactivities outside of the United States angjestt to certain inherent risks, including
fluctuations in the value of the United States alotklative to foreign currencies, tariffs, quotases and other market barriers, political and
economic instability, restrictions on the exporiraport of technology, potentially limited intelle@l property protection, difficulties in
staffing and managing international operations oténtially adverse tax consequences. There cao bBssurance that any of these factors
will not have a material adverse effect on the Canys business, financial condition or resultsperations. In particular, although the
Company's international sales have been denomiimatédited States dollars, such sales and expenagsot be denominated in dollars in
the future, and currency exchange fluctuationimtries where the Company does business couldialbtadversely affect the Company's
business, financial condition and results of openst
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PATENTSAND OTHER INTELLECTUAL PROPERTY

The Company currently has 23 patents issued iblthited States, and has pending patent applicatiotie United States and foreign
countries. Of the 23 patents, seven relate toeodf, 10 relate to RTP, one relates to lubricatigstems and five relate to other areas not in
Intevac's mainstream business. In addition, the @@my has the right to utilize certain patents utidensing arrangements with Litton
Industries, Varian Associates, Stanford Univerdigwrence Livermore Laboratories and Alum Rock Teathgy. There can be no assurance
that any of the Company's patent applications lvélallowed or that any of the allowed applicatiails be issued as patents. There can be no
assurance that any patent owned by the Companwyaetilbe invalidated, deemed unenforceable, circumeekor challenged, that the rights
granted thereunder will provide competitive advgetato the Company or that any of the Company'dipgror future patent applications v
be issued with claims of the scope sought by tha@amy, if at all. Furthermore, there can be no msse that others will not develop similar
products, duplicate the Company's products or desigund the patents owned by the Company. Iniaddihere can be no assurance that
foreign patent rights, intellectual property lawglee Company's agreements will protect the Comigantellectual property rights. Failure to
protect the Company's intellectual property rigtdald have a material adverse effect upon the Cagipdusiness, financial condition and
results of operations.

There have also been substantial litigation intélebnology industry regarding intellectual propeights. The Company has from time to t
received claims that it is infringing third parti@stellectual property rights. In August 1993, Raell International Corporation ("Rockwell")
sued the Federal government alleging infringeménedain patent rights with respect to the contrdice Federal government has had with a
number of companies, including Intevac. The Fedgoakernment has notified Intevac that it may bblédan connection with contracts for
certain products from the Company's discontinugtitnvision business. Although the Company beligi/edll have no material liability

under these contracts, there can be no assuraatdh¢hresolution of the claims by Rockwell witle thederal government will not have a
material adverse effect on the Company's busimggsating results and financial condition. In aiddit a third party has sent correspondence
to a consortium, of which the Company is a partya proposed government sponsored research antbpeent program claiming that the
work to be done under this program may infringeeptst owned by this third party. The Company andltscontractors have reviewed the
correspondence and patents and believe these da@wgithout merit; however, there can be no assrghat litigation will not result from
such development program. There can be no assutfaaicether third parties will not in the futurairh infringement by the Company with
respect to current or future patents, trademarkshar proprietary rights relating to the Comparlysk sputtering systems, flat panel display
manufacturing equipment or other products. Any @nésr future claims, with or without merit, coldd time-consuming, result in costly
litigation, cause product shipment delays or regjithie Company to enter into royalty or licensingeagnents. Such royalty or licensing
agreements, if required, may not be available ondeacceptable to the Company, or at all. Any efftregoing could have a material adve
effect upon the Company's business, operatingteeandl financial condition.

In addition, the Company believes that one of @spetitors may be infringing the Company's patagitts in connection with products
currently being offered by this competitor. Althduthe Company has not undertaken formal legal gaiogs, the Company has informed
this competitor that the Company believes its patights are being infringed and that the Compasy nndertake litigation to protect its
patent rights if necessary. If undertaken, sudgliton could be costly, time-consuming and resulegal claims being made against the
Company. This could have a material adverse effeche Company's business, operating results aaddial condition, and, in addition,
there could be no assurance that the Company witindately prevail in any such litigation.

ENVIRONMENTAL REGULATIONS

The Company is subject to a variety of governmemtglilations relating to the use, storage, disahargndling, 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 tie Company, or its officers, directors or
employees, suspension of production, alteratiatsaghanufacturing process or cessation of operatiSaoch
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regulations could require the Company to acquipeasgive remediation or abatement equipment ordiar isubstantial expenses to comply
with environmental regulations. Any failure by tBempany to properly manage the use, disposal oagtoof, or adequately restrict the
release of, hazardous or toxic substances coujdaithe Company to significant liabilities.

DEPENDENCE ON KEY EMPLOYEES

The Company's operating results will depend sigaiftly upon the continued contributions of its offis and key management, engineering,
marketing, customer support and sales personnely mfavhom would be difficult to replace. The Compaloes not have an employment
agreement with any of its employees or maintaingengon life insurance with respect to any employée loss of any key employee could
have a material adverse effect on the Companyiadrss financial condition and results of operaidimployees of the Company are
currently required to enter into a confidentiabilyreement as a condition of their employment. Harehese agreements do not expressly
prohibit the employees from competing with the Campafter leaving its employ.

CONCENTRATION OF STOCK OWNERSHIP AND CONTROL BY EXISTING SHAREHOLDERS

Based on shares outstanding on December 31, 1896résent directors and their affiliates and etreewfficers, in the aggregate, own
beneficially approximately 76% of the Company'sstanding shares of Common Stock. As a result, thleseeholders, acting together, wa
be able to effectively control all matters requirimpproval by the shareholders of the Companyudicy the election of a majority of the
directors and approval of significant corporatasactions. Assuming the Conversion of the Convertitotes into Common Stock of the
Company, based upon the ownership as of Decemhdi996, the present directors and their affiliated executives would still own a
sufficient percentage of the outstanding VotingcBtof the Company to effectively exercise contriohlb matters requiring approval of the
shareholders.

LIMITATIONS ON REPURCHASE UPON A DESIGNATED EVENT

If a Designated Event were to occur, there candbassurance that the Company would have suffifiieancial resources, or would be able
arrange financing, to pay the repurchase pricafd@onvertible Notes tendered by holders ther&bé Credit Agreement may prohibit the
Company from repurchasing any Convertible Notetovit the consent of Silicon Valley Bank and Banlafvaii. Any future credit
agreements or other agreements relating to otdebiedness (including other Senior Debt) to whith@ompany becomes a party may
contain similar restrictions and provisions. If thiempany does not obtain a consent to any repuabfatie Convertible Notes upon a
Designated Event, the Company would remain pradibitom repurchasing the Convertible Notes. Theslibation provisions of the
Indenture prohibit any repurchase of Convertibleddadf, on such date, a payment default existseamds Debt or a notice has been given
covenant default on Designated Senior Debt. Anyifaiby the Company to repurchase the Convertilde8lwhen required following a
Designated Event would result in an Event of Defantler the Indenture whether or not such repucisagermitted by the subordination
provisions of the Indenture. Any such default miayturn, cause a default under Senior Debt of tam@any. Moreover, the occurrence of a
Designated Event may cause an event of defaultru®el@or Debt of the Company. As a result, in ezade, any repurchase of the
Convertible Notes would, absent a waiver, be piitddlbunder the subordination provisions of the htdee until the Senior Debt is paid in
full. See "Description of Convertible Notes -- Reghase at the Option of Holders."

SHARESELIGIBLE FOR FUTURE SALE; REGISTRATION RIGHTS

Sales of substantial amounts of the Company's Canftack in the public market could adversely affeetmarket price of the Company's
Common Stock, the Convertible Notes and the Conipaaiylity to raise additional capital at a prie@drable to the Company. Based on the
beneficial ownership of the Company's Common Stegkcutive officers, directors and certain sharéds holding an aggregate of
9,908,501 shares of Common Stock have enteredirgtherwise have become subject to lockup
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agreements (the "Lockup Agreements") in conneatiith the offering of the Convertible Notes and Cersion Shares in February and Me
of 1997, pursuant to which shares may not be affeseld or otherwise disposed of without the pwoitten consent of Salomon Brothers Inc
until May 21, 1997. Of the shares covered by thekup Agreements, 9,717,115 are "restricted" shaitén the meaning of Rule 144
adopted under the Securities Act (the "Restrictealr&"). Such shares will be eligible for sale pard to Rule 144 upon the expiration of the
Lockup Agreements, subject to certain volume litiotezs under Rule 144. The Holders of 8,680,00hefRestricted Shares also have the
right to require the Company to register such shéoesale to the public under agreements withtbmpany. See "Description of Capital
Stock -- Registration Rights."

The Company has registered under the Securitieaeggregate of 2,133,667 shares of Common Sésekwed for issuance under the
Company's 1995 Stock Option/Stock Issuance Plash jeedecessor plan), and the Employee Stock PwedPlas (collectively, the "Stock
Plans"), thus permitting the sale of such sharesduyaffiliates in the public market without restion under the Securities Act. The shares
registered include shares issuable upon exercisptmins to purchase 1,265,942 shares that waredssnd outstanding at December 31,
1996, of which options to purchase approximately,488 shares were exercisable and immediatelyldaleBhe remainder of these shares
will become exercisable and saleable at varioussditrough December 2001 pursuant to monthly andadvesting.

ABSENCE OF PUBLIC MARKET FOR THE CONVERTIBLE NOTES; VOLATILITY OF CONVERTIBLE NOTE AND
COMMON STOCK PRICES

The Convertible Notes are currently eligible fading on the PORTAL Market. The Convertible Notekl pursuant to this Prospectus will
not remain eligible for trading on the PORTAL Matrkéhe Company does not intend to list the ConkikrtNotes on any national securities
exchange or on The Nasdaqg Stock Market. There earolassurance that an active trading market éo€tnvertible Notes will develop or,
one does develop, that it will be maintained. lfaative trading market for the Convertible Notessfeo develop or be sustained, the trading
price of such Convertible Notes could be adveraéfigcted and holders of the Convertible Notes maegence difficulty in reselling the
Convertible Notes or may be unable to sell thewlatf a public trading market develops for ther@ertible Notes, future trading prices of
the Convertible Notes will depend upon variousdessuch as changes in prevailing interest rateba@nges in perceptions of the Company's
creditworthiness. Changes in such factors couldediue market price of the Convertible Notes tottlate significantly. The trading price of
the Convertible Notes could also be significanffeeed by the market price of the Common Stockicvimay be subject to wide fluctuatic
in response to a variety of factors, including gerdy variations in operating results, announcemefidevelopments related to the Compa
business, its customers or its competitors, chaimgibe Company's relationships with customerssampliers, developments in patents or
other intellectual property rights, acquisitiors)dre to meet securities analysts' expectationgeaeral conditions in the computer, disk di
or thin-film media manufacturing industries or cas in government regulation and general econondmaarket conditions. In addition, in
recent years the stock market in general, and #r&enhfor small capitalization and high technolatgcks in particular, has experienced
extreme price fluctuations that have often beerlated to the operating performance of affectedpamies. Such fluctuations also could
adversely affect the market price of the Compa@gmmon Stock.
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RATIO OF EARNINGSTO FIXED CHARGES

The following table sets forth the Company's coigstéd ratio of earnings to fixed charges for thaqus shown.

FISCAL YEAR FIS CAL YEAR FISCAL YEAR FISCAL YEAR FISCAL YEAR
ENDED ENDED ENDED ENDED END ED

DECEMBER 31, DEC EMBER 31, DECEMBER 31, DECEMBER 31, DECEMB ER 31,
1992 1993 1994 1995 19 96

Ratio of earnings to
fixed charges ............ 11.12x N/A 13.20x 43.39% 22 57x

For purposes of calculating the ratio of earnirgxed charges, (i) earnings consist of consolidahcome before income taxes, plus fixed
charges and (ii) fixed charges consist of inteeggiense incurred and the estimated portion of kexfzense deemed by the Company to be
representative of the interest factor of rentalnpagts under operating leases. For the year endeenflzer 31, 1993, the deficiency of
earnings from continuing operations before incoax@$ to cover fixed charges was $9,000.

USE OF PROCEEDS
The Company will not receive any proceeds fromstile by the Selling Securityholders of the ContaégtNotes or the Conversion Shares.
DIVIDEND POLICY

In August 1995, the Company paid a cash divider80o495 on each share of Common Stock outstandirg #oe August 25, 1995 record
date. The Company currently anticipates that it sgilain its earnings, if any, for use in the opieraof its business and does not expect to pay
cash dividends on its capital stock in the forebkefuture. The Credit Agreement prohibits the paptof cash dividends on the Company's
capital stock.

SELLING SECURITYHOLDERS

The Convertible Notes were originally issued by @mnpany in a private placement and were resolihéynitial purchasers thereof to
qualified institutional buyers (within the meaniofjRule 144A under the Securities Act) or othetitnfonal accredited investors (as defined
in Rule 501(a)(1), (2),

(3) or (7) under the Securities Act) in transactienempt from registration under the Securities Aot in sales outside the United States to
persons other than U.S. persons in reliance upguolB&on S under the Securities Act. The Convestidbtes and the Conversion Shares that
may be offered pursuant to this Prospectus wibfiered by the Selling Securityholders.

Prior to any use of this Prospectus in connectiih an offering of the Convertible Notes and/or @anversion Shares, this Prospectus will
be supplemented to set forth the name and numistrasés beneficially owned by the Selling Secudlgar intending to sell such

Convertible Notes and/or Conversion Shares, anduh@ber of Convertible Notes and/or Conversion &héo be offered. The Prospectus
Supplement will also disclose whether any Sellieg8ityholder selling in connection with such Precps Supplement has held any position
or office with, been employed by or otherwise hasaderial relationship with, the Company or anytefffiliates during the three (3) years
prior to the date of the Prospectus Supplement.
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DESCRIPTION OF CAPITAL STOCK

The authorized capital stock of the Company cossisb0,000,000 shares of Common Stock, no paeyalnd 10,000,000 shares of Prefe
Stock, no par value.

COMMON STOCK

As of December 31, 1996, there were 12,448,537esharCommon Stock outstanding that were held adnieby approximately 700
shareholders, assuming no exercise after Decenmibdi936 of outstanding stock options. The holdéGanmon Stock are entitled to one
vote per share on all matters to be voted upoméshareholders. Subject to preferences that mapgecable to any outstanding Preferred
Stock, the holders of Common Stock are entitlectteive ratably such dividends, if any, as mayd@ated from time to time by the Board
of Directors out of funds legally available thenefSee "Dividend Policy." In the event of the lidation, dissolution or winding up of the
Company, the holders of Common Stock are entittezhtire ratably in all assets remaining after payrogliabilities, subject to prior
distribution rights of Preferred Stock, if any, theutstanding. The Common Stock has no preemptigemversion rights or other subscript
rights. There are no redemption or sinking fundvimions applicable to the Common Stock. All outsliag shares of Common Stock are fu
paid and nonassessable, and the shares of CommontStbe issued upon completion of this offeririfj e fully paid and nonassessable.

UNDESIGNATED PREFERRED STOCK

The Company's Articles of Incorporation authori8g000,000 shares of Preferred Stock. The BoaRirettors has the authority to issue
Preferred Stock in one or more series and to fixatice, rights, preferences, privileges and resdris thereof, including dividend rights,
dividend rates, conversion rights, voting rightsnts of redemption, redemption prices, liquidatoeferences and the number of shares
constituting any series or the designation of serfes, without further vote or action by the shatéers. The issuance of Preferred Stock
may have the effect of delaying, deferring or preirey a change in control of the Company withoutHar action by the shareholders and
may adversely affect the voting and other rightthefholders of Common Stock. The issuance of BexfeStock with voting and conversion
rights may adversely affect the voting power of tleéders of Common Stock, including the loss ofrngtcontrol to others.

ARTICLES OF INCORPORATION AND BYLAWS

The Articles of Incorporation authorize the issuan€ Preferred Stock on terms that the Board oé®aors has the authority to fix at the time
of issuance. The Articles and Bylaws provide fa étimination of cumulative voting. The Bylaws ateguire that any action taken by
shareholders must be effected at a duly calledarorspecial meeting of shareholders and may eciftected by written consent without a
meeting. These provisions of the Articles of Inagiion and Bylaws could discourage potential agitjan proposals and could delay or
prevent a change in control of the Company. Theseigions are also intended to enhance the likelihaf continuity and stability in the
composition of the Board of Directors and in théigies formulated by the Board of Directors andliecourage certain types of transactions
that may involve an actual or threatened changm®uwfrol of the Company. These provisions are design reduce the vulnerability of the
Company to an unsolicited acquisition proposal. pfwvisions, alone or in combination, could have ¢ffect of discouraging others from
making tender offers for the Company's shares a®d, consequence, they also may inhibit fluctuatiorthe market price of the Company's
shares that could result from actual or rumoredadakr attempts. Such provisions also may haveftbet®f preventing changes in the
management of the Company.

REGISTRATION RIGHTS

Holders of approximately 8,680,000 shares of Com@mtk (the "Registrable Stock") are entitled tdaie rights with respect to the
registration of such shares under the SecuritigsWader the terms of an agreement between the @oynand the holders of the Registrable
Stock, if the Company proposes to
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register any of its securities under the Securfiess either for its own account or the accounbtifer security holders exercising registration
rights, those holders are entitled to notice ofstegtion and are entitled to include shares ofiReaple Stock therein. These registration ri
have been waived with respect to the registratemeih of the Convertible Notes and Common Stoakaibke upon conversion thereof. The
holders of a majority of Registrable Stock may aksguire the Company to file up to two registratstatements under the Securities Act at its
expense with respect to their Registrable Stocit,the Company is required to use its best effortffiect that registration. Further, those
shareholders may require the Company to file awlthdi registration statements on Form S-3. Thesstratjon rights are subject to certain
conditions and limitations, among them the righthaf underwriters of an offering to limit the numloé shares included in that registration.

TRANSFER AGENT AND REGISTRAR
The Transfer Agent and Registrar for the CommorrlSi® Boston EquiServe Limited Partnership.
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DESCRIPTION OF CONVERTIBLE NOTES
GENERAL

The Convertible Notes were issued pursuant to derlture dated as of February 15, 1997 (the "Indetjtubetween the Company and State
Street Bank and Trust Company of California, N&s trustee (the "Trustee"). The following summéfrgertain provisions of the Indenture
and the Registration Agreement does not purpdsetoomplete and is qualified in its entirety byerehce to the Indenture and the
Registration Agreement, including the definitiohsrein of certain terms used below. The definitiohsertain terms used in the following
summary are set forth below under Certain Definitions." References in this sectionttte "Company" are solely to Intevac, Inc., a foatia
corporation, and not to any subsidiary.

The Convertible Notes are unsecured obligatiorth@fCompany, subordinated in right of payment t&ahior Debt of the Company to the
extent set forth in the Indenture. The Indenturesdaot limit the amount of other indebtedness ouistes that may be issued by the
Company or any of its subsidiaries, or contain atfer financial covenants.

The Convertible Notes are currently eligible fading in the PORTAL Market. Convertible Notes spidsuant to this Prospectus will not
remain eligible for trading on the PORTAL Market.

PRINCIPAL, MATURITY AND INTEREST
The Convertible Notes will bear interest from Fetgu25, 1997, at the rate per annum of 6 1/2% atienature on March 1, 2004.

Interest on the Convertible Notes is payable semualty on March 1 and September 1 of each yeah(aac'Interest Payment Date"),
commencing on September 1, 1997, to holders ofdeaithe close of business on the February 15uguat 15 (each a "Regular Record
Date") immediately preceding such Interest Payraté. Interest is computed on the basis of a 3§0ydar comprised of twelve 30-day
months.

Interest on the Convertible Notes accrues fronmtbst recent date to which interest has been paifl oo interest has been paid, from
February 25, 1997.

The Convertible Notes are payable both as to gral@nd interest at the office or agency of the Gany maintained for such purpose within
the City and State of New York or, at the optiorttef Company, payment of interest may be made bglkchnailed to the holders of the
Convertible Notes at their respective addressefghtin the register of holders of Convertibletils provided that a holder of Convertible
Notes with an aggregate principal amount in exoé$2,000,000 will be paid by wire transfer in imdiegely available funds at the electior
the holder. Until otherwise designated by the Camypthe Company's office or agency in New York \w# the office of the Trustee or its
agent maintained for such purpose. The Converioles are issued in registered form, without cospand in denominations of $1,000 and
integral multiples thereof.

OPTIONAL REDEMPTION

The Convertible Notes will be redeemable at théoopdf the Company, in whole or in part (in anyeigital multiple of $1,000), at any time on
and after March 3, 2000, upon not less than 15mme than 60 days' prior notice by mail at thedfeihg redemption prices (expressed as
percentages of the principal amount), if redeemethd the 12-month period beginning March 1 of ylars indicated (March 3, 2000 to
February 28, 2001, in the case of the first sucfogi

REDEMPTION
YEAR PRICE

....................... 103.714%
....................... 102.786%
....................... 101.857%
....................... 100.929%

and 100% at March 1, 2004, in each case togethbragcrued interest to the redemption date (sulgeitte right of holders of record on the
relevant record date to receive interest due omt@nest Payment Date).
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If less than all of the Convertible Notes are tad#eemed at any time, selection of Convertiblessldor redemption will be made by the
Trustee in compliance with the requirements ofgttiecipal national securities exchange, if anywdrch the Convertible Notes are listed, or,
if the Convertible Notes are not so listed, on@nata basis, provided that no Convertible Note319000 or less shall be redeemed in part.
Notice of redemption will be mailed by first classil at least 15 but not more than 60 days befeead¢demption date to each holde
Convertible Notes to be redeemed at its registadeliess. If any Convertible Note is to be redeeimgart only, the notice of redemption t
relates to such Convertible Note shall state thgoof the principal amount thereof to be redednika portion of a holder's Convertible
Notes are selected for partial redemption and todier converts a portion of such Convertible Nosesh converted portion shall be deel
to be taken from the portion selected for redenmptfonew Convertible Note in principal amount equethe unredeemed portion thereof will
be issued in the name of the holder thereof upanetkation of the original Convertible Note. On aafter the redemption date, interest cei
to accrue on Convertible Notes or portions of theatted for redemption.

MANDATORY REDEMPTION
The Company is not required to make mandatory redemor sinking fund payments with respect to@mnvertible Notes.
REPURCHASE AT THE OPTION OF HOLDERS

Upon the occurrence of a Designated Event, eaaehof Convertible Notes will have the right to ugg the Company to repurchase all or
any part (equal to $1,000 or an integral multipleréof) of such holder's Convertible Notes purstaite offer described below (the
"Designated Event Offer") at a purchase price etiuaD1% of the principal amount thereof, togethi¢gh accrued and unpaid interest thereon
to the Designated Event Payment Date (the "DestgnBvent Payment"). Within 30 days following anysigmated Event, the Company will
mail a notice to each holder stating: (1) thatDesignated Event Offer is being made pursuantéactivenant entitled "Designated Event"
and that all Convertible Notes tendered will beegated for payment; (2) the purchase price and tinehase date, which shall be no earlier
than 30 days nor later than 40 days from the datk sotice is mailed (the "Designated Event PayrBane”); (3) that any Convertible Notes
not tendered will continue to accrue interest;tf@), unless the Company defaults in the paymetiteoDesignated Event Payment, all
Convertible Notes accepted for payment pursuatitadesignated Event Offer shall cease to acciteedst after the Designated Event
Payment Date; (5) that holders electing to have@miyvertible Notes purchased pursuant to a Desgravent Offer will be required to
surrender the Convertible Notes, with the formtéadi"Option of Holder to Elect Purchase" on theerse of the Convertible Notes
completed, to the Paying Agent at the address fipadn the notice prior to the close of businesdlte third Business Day preceding the
Designated Event Payment Date; (6) that holdeldsbeientitled to withdraw their election if the Ray Agent receives, not later than the ¢
of business on the second Business Day precedinDdkignated Event Payment Date, a telegram, tielesimile transmission or letter
setting forth the name of the holder, the princgrabunt of Convertible Notes delivered for purchasel a statement that such holder is
withdrawing his election to have such Convertibleté$ purchased; and (7) that holders whose CoblieNiotes are being purchased only in
part will be issued new Convertible Notes equadrincipal amount to the unpurchased portion ofGloavertible Notes surrendered, which
unpurchased portion must be equal to $1,000 ircj@h amount or an integral multiple thereof.

The Company will comply with the requirements oflé&l3e-4 and 14e-1 under the Exchange Act andtuey securities laws and
regulations thereunder to the extent such lawsegdlations are applicable in connection with #ygurchase of the Convertible Notes in
connection with a Designated Event.

On the Designated Event Payment Date, the Compdhyonthe extent lawful, (1) accept for paymerdgr@ertible Notes or portions thereof
tendered pursuant to the Designated Event Off¢d€Rosit with the Paying Agent an amount equéhéoDesignated Event Payment in
respect of all Convertible Notes or portions thésmtendered and (3) deliver or cause to be deld/éo the Trustee the Convertible Notes so
accepted together with an Officers' Certificatdistathe Convertible Notes or portions thereof &ned to
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the Company. The Paying Agent will promptly mailetach holder of Convertible Notes so accepted paymen amount equal to the
purchase price for such Convertible Notes, andrtiistee will promptly authenticate and mail to eholder a new Convertible Note equal in
principal amount to any unpurchased portion ofGleavertible Notes surrendered, if any; providedt #tach such new Convertible Note will
be in a principal amount of $1,000 or an integraltiple thereof. The Company will publicly annourntbe results of the Designated Event
Offer on or as soon as practicable after the DeseghEvent Payment Date.

Except as described above with respect to a Dasidriavent, the Indenture does not contain any giferisions that permit the holders of
Convertible Notes to require that the Company reipase or redeem the Convertible Notes in the edfeantakeover, recapitalization or
similar restructuring.

The Designated Event purchase feature of the CtihkeeNotes may in certain circumstances make nddfieult or discourage a takeover of
the Company, and, thus, the removal of incumbemagement. The Designated Event purchase featunevao, is not the result of
management's knowledge of any specific effort tuawlate the Company's stock or to obtain contrthe@ Company by means of a merger,
tender offer, solicitation or otherwise, or partagblan by management to adopt a series of antitekgprovisions. Instead, the Designated
Event purchase feature was a result of negotiabhenseen the Company and the Initial Purchasettsaroriginal offering of the Convertible
Notes by the Company in February and March of 188hagement has no present intention to engagéransaction involving a Designat
Event, although it is possible that the Companylccdecide to do so in the future. Subject to thgthtions on mergers, consolidations and
sale of assets described herein, the Company dautlte future, enter into certain transactionsluding acquisitions, refinancings or other
recapitalizations, that would not constitute a Beated Event under the Indenture, but that cowrease the amount of indebtedness
(including Senior Debt) outstanding at such timetherwise affect the Company's capital structureredit ratings. The payment of the
Designated Event Payment is subordinated to tloe payment of Senior Debt as described under "eo&lination of Convertible Notes"
below.

If a Designated Event were to occur, there candbassurance that the Company would have suffifieancial resources, or would be able
arrange financing, to pay the repurchase pricaffd@onvertible Notes tendered by holders therébé Company's Credit Agreement may
prohibit the Company from repurchasing any ConbtatNotes. Any future credit agreements or otheeagents relating to other
indebtedness (including other Senior Debt) to whithCompany becomes a party may contain simirictions and provisions. If the
Company does not obtain such a consent or repa@dheertible Notes upon a Designated Event, the izomy would remain prohibited fro
repurchasing the Convertible Notes. The subordingtrovisions of the Indenture prohibit any repaisd of Convertible Notes if, on such
date, a payment default exists on Senior Debtratize has been given of a covenant default ongbaséd Senior Debt. Any failure by the
Company to repurchase the Convertible Notes wheuined following a Designated Event would resulamEvent of Default under the
Indenture whether or not such repurchase is pexdhiiy the subordination provisions of the Indentérgy such default may, in turn, cause a
default under Senior Debt of the Company. Moreotrer,occurrence of a Designated Event may causeemt of default under Senior Debt
of the Company. As a result, in each case, anyrcbpse of the Convertible Notes would, absent aevabe prohibited under the
subordination provisions of the Indenture until 8enior Debt is paid in full.

A "Designated Event" will be deemed to have ocaliupon a Change of Control or a Termination of irrgd

A "Change of Control" will be deemed to have ocedrwhen: (i) any "person” or "group” (as such teamesused in Section 13(d) and 14(d)
of the Exchange Act) is or becomes the "benefmher” (as defined in Rules 13d-3 and 13d-5 ungeiBxchange Act) of shares
representing more than 50% of the combined votmger of the then outstanding securities entitleddi® generally in elections of directors
of the Company ("Voting Stock"), (ii) the Compamynsolidates with or merges into any other corporator any other corporation merges
into the Company, and, in the case of any sucls#éetion, the outstanding Common Stock of the Comjareclassified into or exchanged
for any other property or security, unless the shalders of the Company immediately before suafstetion own, directly or indirectly
immediately following such transaction, at leagta@ority of the combined voting power of the outsting voting securities of the corporat
resulting from such transaction in substantially $ame proportion as their
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ownership of the Voting Stock immediately beforelstransaction, (iii) the Company conveys, trarsterieases all or substantially all of the
assets of the Company, unless such conveyancsfdran lease is to a corporation and the shareh®lof the Company immediately before
such conveyance, transfer or lease own, directigdirectly immediately following such transactiat,least a majority of the combined
voting power of the corporation to which such asseé so conveyed, transferred or leased in the paoportion as their ownership of the
Voting Stock immediately before such transactian(j\g any time the Continuing Directors do not stitute a majority of the Board of
Directors of the Company (or, if applicable, a ®ssor corporation to the Company); provided, thahange of Control shall not be deemed
to have occurred if at least 90% of the considenafexcluding cash payments for fractional sharef)e transaction or transactions
constituting the Change of Control consists of eeanf common stock that are, or upon issuancebejltraded on a United States national
securities exchange or approved for trading onstéatbéished automated over-the-counter trading nhamkée United States.

The definition of Change of Control includes a @eraelating to the conveyance, transfer or leasalloér substantially all" of the assets of
the Company. Although there is a developing bodyask law interpreting the phrase "substantially thlere is no precise established
definition of the phrase under applicable law. Adiogly, the ability of a holder of Convertible Nt to require the Company to repurchase
such Convertible Notes as a result of a conveyarmesfer or lease of less than all of the asdetseorCompany to another person or group
may be uncertain.

"Continuing Directors" means, as of any date oédatnation, any member of the Board of Directorthef Company who (i) was a member
of such Board of Directors on the date of the Indemor (ii) was nominated for election or electeduch Board of Directors with the
approval of a majority of the Continuing Directevho were members of such Board at the time of sachination or election.

A "Termination of Trading" will be deemed to havecarred if the Common Stock (or other common siatkkwhich the Convertible Notes
are then convertible) is neither listed for tradorga United States national securities exchangaparoved for trading on an established
automated over-the-counter trading market in theddrStates.

REGISTRATION RIGHTS

Pursuant to the Registration Agreement, the Compasyagreed for the benefit of the holders of thev@rtible Notes and Common Stock
issued upon conversion thereof that are, in eithse, Registrable Securities, that it will, aciist, use all reasonable efforts to keep the Shelf
Registration Statement of which this Prospectaspart, continuously effective under the Securifiesuntil the earlier of (a) February 20,
2000, (b) the date on which all of the Convertiliites or the Common Stock issuable upon convethieneof may be sold by non-affiliates

of the Company pursuant to paragraph (k) of Rule (b4 any successor provision) promulgated by tbmfission under the Securities Act

or (c) the date as of which all the Convertible &00r the Common Stock issuable upon conversiordhbave been sold pursuant to such
Shelf Registration Statement (the "Shelf RegisiraReriod"). The Company shall have the right, heweto defer the use of the prospectus
which will be a part of the Shelf Registration $taent, as more fully described below. The RegismeBtatement and this Prospectus which
forms a part thereof have been filed by the Compreitlty the Commission pursuant to the Registratigme®ment and is a "Shelf Registration
Statement” within the meaning of this paragraph.

The Company will provide or cause to be provideddoh holder of the Convertible Notes, or the Comi@tock issuable upon conversion of
the Convertible Notes, copies of this Prospectnd,take certain other actions as are required tmipenrestricted resales of the Convertible
Notes or the Common Stock issuable upon converditimee Convertible Notes. .
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holder of Convertible Notes or the Common Stockasde upon conversion of the Convertible Notes $eis such securities pursuant to this
Prospectus is required to be named as a sellingigeholder herein and to deliver a copy of this$pectus to purchasers, will be subject to
certain of the civil liability provisions under ti&ecurities Act in connection with such sales afbb& bound by the provisions of the
Registration Agreement that are applicable to swgdtler (including certain indemnification and camdtion rights or obligations).

At least four business days prior to any intendesdie of the Convertible Notes or the Common Sisgkable upon conversion thereof, the
holder thereof must notify the Company of suchrititen and provide such information with respecstich holder and the specifics of the
intended resale as may be required to amend thgpBctus (a holder giving such notice, a "Noticédeld). Within three Business days after
the foregoing notice is provided by a Notice HoJdbe Company will either (i) notify such Notice lder that resales may proceed or file any
amendment to the Shelf Registration Statementgplement to this Prospectus needed to ensurehibse documents, among other things,
comply with the Securities Act, cause any such aimamt to be declared effective and notify such ¢k older thereof or (ii) notify such
Notice Holder of the Company's election to defeates until further notice (a "Deferral Period")den certain circumstances relating
issuance of a stop order by the Commission, sugpens$ qualification under state law, accuracyhi§tProspectus, pending corporate
developments, public filings with the Commissiom aimilar events. If the Company elects the optieacribed in clause (i) of the preceding
sentence, such Notice Holder may resell Converbildtes or the Common Stock issuable upon convetbiemreof pursuant to this Prospectus
for a period of 45 days (with respect to such Notitolder, a "Selling Period") from the date notiesuch election is given and, if the
Company elects the option described in claus®{iihe preceding sentence, such Notice Holder rasglirsuch securities for a Selling Period
that commences at the end of the Deferral Peribd.Jompany may also defer until further notice éiddéoHolder's existing Selling Period
upon the occurrence of the events described irseléi)) of the second preceding sentence; providatupon receipt of such further notice,
such Selling Period shall be extended by the nurobéays elapsed prior to deferral. The Company n@ydefer Selling Periods more than
one time in any three month period or three timmesny twelve month period and no deferral shalkexic30 days. The Company will pay all
expenses of the Shelf Registration Statement, geod each registered holder of Convertible Notgses of this Prospectus, notify each s
registered holder when the Shelf Registration 8tate has become effective and take certain othmacas are required to permit, subjec
the foregoing, unrestricted resales of the ConviertNotes and the Common Stock issuable upon ceiorethereof.

In the event a stop order is issued by the Comonigsiior to the end of the Shelf Registration Re&o Selling Periods have been deferred
more frequently or for longer periods than are dbed above, the Company has agreed to pay ligedddamages to all Notice Holders of
Convertible Notes and of Common Stock issuable wmmversion thereof for so long as such event bhasreed and is continuing. Further, if
such event continues for a period in excess ofes3@,adhe Company has agreed to pay liquidated desrtacall holders of Convertible Notes
and Common Stock issued upon conversion thereafhwdnie, in either case, Registrable Securitiefiouitregard to whether such holder is a
Notice Holder, for so long as such event has oecuand is continuing. Liquidated damages shalldbeutated, with respect to Convertit
Notes held by a holder, at a rate of -half of one percent (50 basis points) per annuth@faggregate principal amount of such Convertible
Notes and, with respect to shares of Common Steltklby a holder and issued upon conversion of Cuitke Notes, the same percentags
the aggregate principal amount of Convertible Ndites were converted into such shares. Liquidasedadjes will not accrue as to any
Convertible Notes or Common Stock issuable uporctiiwersion thereof from and after the earlieripfhe date such Convertible Notes or
Common Stock are no longer Registrable Securitids(i#) the expiration of the Shelf RegistratiorriBd. In addition, liquidated damages \
not accrue as to any Convertible Notes or Commonk3ssuable upon the conversion thereof repreddntehe Unrestricted Global Note (as
defined in the Indenture) provided that such séiesri
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are not subject to limitations on transfer undes.Uederal or state securities laws and there bhak been at least six months during which
the Shelf Registration Statement was effectivearadlable for effecting resales of the Convertililetes and the Common Stock issuable
upon conversion thereof.

"Registrable Securities" means the Convertible Blated shares of Common Stock issued upon conveistoeof, excluding any such
securities that, and any such securities the pesgecs of which, were previously sold pursuantegistration statement or Rule 144 under
the Securities Act.

CONVERSION

The holder of any Convertible Note will have thghti, exercisable at any time after May 21, 1997 @t to maturity, to convert the

principal amount thereof (or any portion thereddttts an integral multiple of $1,000) into sharé€ommon Stock at the conversion price set
forth on the cover page of this Offering Memorangsmbject to adjustment as described below (thewW&ion Price"), except that if a
Convertible Note is called for redemption, the cension right will terminate at the close of busmes the Business Day immediately
preceding the date fixed for redemption. Excepdesxribed below, no adjustment will be made on ewsign of any Convertible Notes for
interest accrued thereon or for dividends on anm@on Stock issued. If Convertible Notes not caftadedemption are converted after a
record date for the payment of interest and podhée next succeeding Interest Payment Date, sookieZtible Notes must be accompanie:
funds equal to the interest payable on such sudugéuterest Payment Date on the principal amoardsverted. No fractional shares will
issued upon conversion but a cash adjustment withade for any fractional interest.

The Conversion Price is subject to adjustment uperoccurrence of certain events, including: (@ igsuance of shares of Common Stock as
a dividend or distribution on the Common StocK);, tfie subdivision or combination of the outstand@@mmon Stock; (iii) the issuance to
substantially all holders of Common Stock of rigbtsvarrants to subscribe for or purchase CommonkSfor securities convertible into
Common Stock) at a price per share less than #redhrrent market price per share (determinedtdsitle below); (iv) the distribution of
shares of capital stock of the Company (other tbammon Stock), evidences of indebtedness or osats (excluding dividends in cash,
except as described in clause (v) below) to altiéxd of Common Stock; (v) the distribution, by demd or otherwise, of cash to all holder
Common Stock in an aggregate amount that, togetlierthe aggregate of any other distributions aftcthat did not trigger a Conversion
Price adjustment to all holders of its Common Staitkin the 12 months preceding the date fixeddetermining the shareholders entitled to
such distribution and all Excess Payments in raspfegach tender offer or other negotiated transadiy the Company or any of its
Subsidiaries for Common Stock concluded withingheceding 12 months not triggering a ConversionePaidjustment, exceeds 15% of the
product of the current market price per share erdte fixed for the determination of sharehol@atitled to receive such distribution times
the number of shares of Common Stock outstandinguch date; (vi) payment of an Excess Paymentsipee of a tender offer or other
negotiated transaction by the Company or any @iutissidiaries for Common Stock, if the aggregatewarhof such Excess Payment, toge
with the aggregate amount of cash distributionsenaithin the preceding 12 months not triggeringaarsion Price adjustment and all
Excess Payments in respect of each tender offether negotiated transaction by the Company orcdiitg Subsidiaries for Common Stock
concluded within the preceding 12 months not triiggea Conversion Price adjustment, exceeds 15&eoproduct of the current market
price per share on the expiration of such tendfer ¢iimes the number of shares of Common Stocki@utiing on such date; and (vii) the
distribution to substantially all holders of Comm®tock of rights or warrants to subscribe for sitiesr (other than those securities referred to
in clause

(iii) above). In the event of a distribution to stdntially all holders of Common Stock of rightsstdbscribe for additional shares of the
Company's capital stock (other than those secsitiigerred to in clause (iii) above), the Compamyninstead of making any adjustment in
the Conversion Price, make proper provision sog¢hah holder of a Convertible Note who converthistionvertible Note after the record
date for such distribution and prior to the expinator redemption of such rights shall be entitiedeceive upon such conversion, in addition
to shares of Common Stock, an appropriate numbsua rights. The Indenture also provides thaglits, warrants or options expire
unexercised the Conversion Price will be readjustddke into account the actual
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number of such warrants, rights or options whichenexercised. No adjustment of the Conversion Ryitdbe made until cumulative
adjustments amount to one percent or more of threv€rsion Price as last adjusted.

The Indenture provides that, if the Company implets& shareholder rights plan, such rights plant eside that upon conversion of the
Convertible Notes the holders will receive, in didai to the Common Stock issuable upon such coigrsuch rights (whether or not such
rights have separated from the Common Stock dirtieeof such conversion).

If the Company reclassifies or changes its outstgn@ommon Stock, or consolidates with or mergés amy person or transfers or leases all
or substantially all its assets, or is a party toeager that reclassifies or changes its outstgn@mmmon Stock, the Convertible Notes will
become convertible into the kind and amount of ggeg, cash or other assets which the holders®fdonvertible Notes would have owned
immediately after the transaction if the holderd banverted the Convertible Notes immediately keetbe effective date of the transaction.

In the Indenture, the "current market price" parstof Common Stock on any date shall be deembd the average of the Daily Market
Prices (as defined in the Indenture) for the shart€i) 30 consecutive business days ending orasiefull trading day on the exchange or
market referred to in determining such Daily MarReites prior to the time of determination (as wkedi in the Indenture) or (i) the period
commencing on the date next succeeding the fitsligpannouncement of the issuance of such rightgasrants or such distribution through
such last full trading day prior to the time of e®hination.

"Excess Payment" means the excess of (A) the agred the cash and fair market value of other icienation paid by the Company or any
of its Subsidiaries with respect to the shares iaedun the tender offer or other negotiated tratisa over (B) the market value of such
acquired shares after giving effect to the compietf the tender offer or other negotiated trarisact

The Company from time to time may to the extenhptted by law reduce the Conversion Price by angwam for any period of at least 20
days, in which case the Company shall give at IE&astays' notice of such reduction, if the Boar@oé&ctors has made a determination that
such reduction would be in the best interests @Gbmpany, which determination shall be conclusivee Company may, at its option, make
such reductions in the Conversion Price, in additithose set forth above, as the Board of Direadleems advisable to avoid or diminish
any income tax to holders of Common Stock resultiogh any dividend or distribution of stock (or hig to acquire stock) or from any event
treated as such for income tax purposes. See 'IGé&mraeral Income Tax Considerations."

SUBORDINATION OF CONVERTIBLE NOTES

The Convertible Notes are subordinated in rigipafment to all Senior Debt. As of February 28, 198 Company had approximately $2
million of outstanding indebtedness that would heeestituted Senior Debt. Such indebtedness issddwy a $2 million letter of credit that
was issued under the Company's $20.0 million Creglieement. To the extent the line of credit preddor under the Credit Agreement is
drawn upon, any such borrowings would constitutei@eDebt. In addition, the Convertible Notes arecturally subordinated to all
indebtedness and other liabilities (including trpdgables and lease obligations) of the CompanysiSiaries, as any right of the Company
to receive any assets of its Subsidiaries upom liagidation or reorganization (and the consequigttt of the Holders of the Convertible
Notes to participate in those assets) will be éffety subordinated to the claims of that Subsiggcreditors (including trade creditors &
lessors), except to the extent that the Compagif issrecognized as a creditor of such Subsidi@ryhich case the claims of the Company
would still be subordinate to any security inteiieshe assets of such Subsidiary and any indebg=dof such Subsidiary senior to that held
by the Company. The Indenture does not restricatheunt of Senior Debt or other indebtedness bilii@s which may be incurred by the
Company or any Subsidiary of the Company.

The payment of the principal of, premium, if anyjrderest or liquidated damages, if any, on or atier amounts due on the Convertible
Notes are subordinated in right of payment to ttier payment in full of all Senior Debt of the Coarry. No payment on account of princi
of, redemption of, interest on, liquidated damage®r any other amounts due on the Convertible N@teluding, without limitation, any
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Designated Event Payments), and no redemptionhpsecor other acquisition of the Convertible Ndiesluding, without limitation,
pursuant to a Designated Event Offer) may be matkss (i) full payment of amounts then due on ehiSr Debt have been made or duly
provided for pursuant to the terms of the instrunggverning such Senior Debt, and (ii) at the thiore or immediately after giving effect to,
any such payment, redemption, purchase or otherisitign, there shall not exist under any SeniobDm any agreement pursuant to which
any Senior Debt has been issued, any default wgtiah not have been cured or waived and which s$taalé resulted in the full amount of
such Senior Debt being declared due and payab#adition, the Indenture provides that if any af ttolders of any issue of Designated
Senior Debt notify (the "Payment Blockage Notic#® Company and the Trustee that a default hagmetgiving the holders of such
Designated Senior Debt or the Representative df Botders the right to accelerate the maturitygb&mo payment on account of principal
of, redemption of, interest on, liquidated damage®r any other amounts due on the Convertible N@iteluding, without limitation, any
Designated Event Payments), and no purchase, reiengp other acquisition of the Convertible Nofgeluding, without limitation,
pursuant to a Designated Event Offer) will be miaatehe period (the "Payment Blockage Period") camning on the date naotice is received
and ending on the earlier of (A) the date on wisigbh event of default shall have been cured oredhor (B) 180 days from the date notic
received. Notwithstanding the foregoing (but subjedhe provisions contained in the first senteoficthis paragraph), unless the holders of
such Designated Senior Debt or the Representafiseah holders shall have accelerated the matafispch Designated Senior Debt, the
Company may resume payments on the ConvertiblesNwiter the end of such Payment Blockage Periotinidoe than one Payment
Blockage Notice may be given in any consecutive-@89 period, irrespective of the number of defawiith respect to Senior Debt during
such period.

Upon any distribution of its assets in connectiathany dissolution, windingip, liquidation or reorganization of the Companyaoceleratio
of the principal amount due on the Convertible Ndiecause of an Event of Default, all Senior Deltrbe paid in full before the holders of
the Convertible Notes are entitled to any paymesatsoever.

If payment of the Convertible Notes is accelerdtedause of an Event of Default, the Company offtiistee shall promptly notify the
holders of Senior Debt or the Representative(suoh holders for such Senior Debt of the accetaraiihe Company may not pay the
Convertible Notes until five days after such hotder Representative(s) of such holders of Senidit Beceive notice of such acceleration ¢
thereafter, may pay the Convertible Notes onlyé& subordination provisions of the Indenture othesvpermit payment at that time.

As a result of these subordination provisionshim évent of the Company's insolvency, holders @Qhnvertible Notes may recover ratably
less than general creditors of the Company.

MERGER, CONSOLIDATION OR SALE OF ASSETS

The Indenture provides that the Company may nosalitate or merge with or into (whether or not @@mpany is the surviving corporatic
any person, or sell, assign, transfer, lease, goavetherwise dispose of all or substantiallyadlits properties or assets unless (i) (a) the
Company is the surviving or continuing corporatasr(b) the person formed by or surviving any suchsolidation or merger (if other than
the Company) or the person which acquires by salignment, transfer, lease, conveyance or othposition the properties and assets of the
Company is a corporation organized or existing utlde laws of the United States, any state thesetlie District of Columbia; (ii) the entity
or person formed by or surviving any such constiliseor merger (if other than the Company) assuatigte Obligations of the Company,
pursuant to a supplemental indenture in a formomasly satisfactory to the Trustee, under the Cuible Notes and the Indenture;

(iii) such sale, assignment, transfer, lease, cpmvee or other disposition of all or substantialllyof the Company's properties or assets shall
be as an entirety or substantially as an entietyne person and such person shall have assuntée abligations of the Company, pursuant
to a supplemental indenture in a form reasonahilgfaatory to the Trustee, under the Convertiblegsand the Indenture; (iv) immediately
after such transaction no Default or Event of Difexists; and (v) the Company or such person s$talk delivered to the Trustee an Offic
Certificate and an
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Opinion of Counsel, each stating that such transaeind the supplemental indenture comply withititenture and that all conditions
precedent in the Indenture relating to such traimatave been satisfied.

PAYMENTSFOR CONSENT

Neither the Company nor any of its Subsidiarie$, wilectly or indirectly, pay or cause to be paiy consideration, whether by way
interest, fee or otherwise, to any holder of anyatible Notes for or as an inducement to any enfysvaiver or amendment of any of the
terms or provisions of the Indenture or the ConbkrtNotes unless such consideration is offerdaetpaid or agreed to be paid to all holders
of the Convertible Notes that consent, waive oeado amend in the time frame set forth in thectation documents relating to such
consent, waiver or agreement.

REPORTS

Whether or not required by the rules and regulatimithe Commission, so long as any ConvertibleeBlare outstanding, the Company will
file with the Commission and, if requested by aniders of Convertible Notes, furnish to such haddefrConvertible Notes all quarterly and
annual financial information required to be congginn a filing with the Commission on Forms 10-@ d®-K, including a "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations" and, with respect to thaiahoonsolidated financial statements
only, a report thereon by the Company's indepenaleditors.

EVENTSOF DEFAULT AND REMEDIES

The Indenture provides that each of the followingatitutes an Event of Default: (i) default for @8ys in the payment when due of interes
the Convertible Notes; (ii) default in payment whilre of principal on the Convertible Notes; (iigfdult in the payment of the Designated
Event Payment in respect of the Convertible Not¢hendate therefor, whether or not such paymemtakibited by the subordination
provisions of the Indenture; (iv) failure to progitimely notice of a Designated Event; (v) failbsethe Company for 60 days after notice to
comply with any other covenants and agreementsagwed in the Indenture or the Convertible NoteB; default under any mortgage,
indenture or instrument under which there may bedd or by which there may be secured or evideangdndebtedness for money borrov
by the Company or any of its Subsidiaries (or thgnpent of which is guaranteed by the Company orddiitg Subsidiaries), whether such
indebtedness or guarantee now exists or is credtedthe date on which the Convertible Notes viiese authenticated and issued, which
default (a) is caused by a failure to pay whenmtirecipal or interest on such indebtedness withandrace period provided in such
indebtedness (which failure continues beyond thgdo of any applicable grace period or 30 daysPéyment Default") or (b) results in the
acceleration of such indebtedness prior to its@sgmaturity and, in each case, the principal ainmiieny such indebtedness, together with
the principal amount of any other such indebtednester which there has been a Payment Defaulteomiturity of which has been so
accelerated, aggregates $10 million or more; {&ilure by the Company or any Subsidiary of the @any to pay final judgments (other than
any judgment as to which a reputable insurance eompas accepted full liability) aggregating in ess of $10 million, which judgments are
not stayed within 60 days after their entry; anid)(gertain events of bankruptcy or insolvency wiespect to the Company or any of its
Material Subsidiaries.

If any Event of Default occurs and is continuirttg fTrustee or the holders of at least 25% in goalcamount of the then outstanding
Convertible Notes may declare all the Convertibteds to be due and payable immediately. Notwitliitenthe foregoing, in the case of an
Event of Default arising from certain events of kraptcy or insolvency, with respect to the Companwany Material Subsidiary, all
outstanding Convertible Notes will become due aayghple without further action or notice. Holderglué Convertible Notes may not enfo
the Indenture or the Convertible Notes except asiged in the Indenture. Subject to certain liniitas, holders of a majority in principal
amount of the then outstanding Convertible Noteg digect the Trustee in its exercise of any trugp@wer. The Trustee may withhold from
holders of the Convertible Notes notice of any oanhg Default or Event of Default (except a Defaard Event of Default relating to the
payment of principal or interest) if it determirteat withholding notice is in their interest.
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The holders of a majority in aggregate principabant of the Convertible Notes then outstanding tiyce to the Trustee may on behalf of
holders of all of the Convertible Notes waive amisgng Default or Event of Default and its consences under the Indenture except a

continuing Default or Event of Default in the paymef the Designated Event Payment or interesbothe principal of, the Convertible
Notes.

The Company is required to deliver to the Trustamually a statement regarding compliance with tigehture, and the Company is required,
upon becoming aware of any Default or Event of Difao deliver to the Trustee a statement speawifiguch Default or Event of Default.
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TRANSFER AND EXCHANGE

A holder may transfer or exchange Convertible Natesccordance with the Indenture. The Registrdrthe Trustee may require a holder,
among other things, to furnish appropriate endoesgmand transfer documents and the Company mayeegholder to pay any taxes and
fees required by law or permitted by the Indentlitee Company is not required to exchange or ragistetransfer of (i) any Convertible
Note for a period of 15 days next preceding angctin of Convertible Notes to be redeemed, (ii) @onvertible
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Note or portion thereof selected for redemptiofiiigrany Convertible Note or portion thereof surdered for repurchase (and not withdra:
in connection with a Designated Event.

The registered holder of a Convertible Note willtleated as the owner of it for all purposes.
AMENDMENT, SUPPLEMENT AND WAIVER

Except as provided in the next succeeding paragthphHndenture or the Convertible Notes may berated or supplemented with the
consent of the holders of at least a majority in@pal amount of the then outstanding Convertiges (including consents obtained in
connection with a tender offer or exchange offerGonvertible Notes), and any existing default @mpliance with any provision of the
Indenture or the Convertible Notes may be waivetth Wie consent of the holders of a majority in giial amount of the then outstanding
Convertible Notes (including consents obtainedannection with a tender offer or exchange offerGonvertible Notes).

Without the consent of each holder affected, anraiment or waiver may not (with respect to any Caotilke Notes held by a nonconsenting
holder of Convertible Notes) (i) reduce the amaifriConvertible Notes whose holders must conseahtamendment, supplement or waiver,
(i) reduce the principal of or change the fixedtunly of any Convertible Note or alter the prowiss with respect to the redemption of the
Convertible Notes, (iii) reduce the rate of or apathe time for payment of interest on any ConktxtNote, (iv) waive a default in the
payment of principal of or interest on any ConvsetiNotes (except a rescission of acceleratioh@fQonvertible Notes by the holders of at
least a majority in aggregate principal amounthef €onvertible Notes and a waiver of the paymefaudethat resulted from such
acceleration), (v) make any Convertible Note pagidbimoney other than that stated in the Convertiidtes, (vi) make any change in the
provisions of the Indenture relating to waivergast Defaults or the rights of holders of Convéetilotes to receive payments of principal of
or interest on the Convertible Notes, (vii) waiveedemption payment with respect to any Convertilaée, (viii) impair the right to convert
the Convertible Notes into Common Stock, (ix) mgdife conversion or subordination provisions of ltidenture in a manner adverse to the
holders of the Convertible Notes or (x) make angnge in the foregoing amendment and waiver prowssio

Without the consent of any holder of Convertible@$p the Company and the Trustee may amend oresuppt the Indenture or the
Convertible Notes to cure any ambiguity, defedhopnsistency, to provide for uncertificated CoriNée Notes in addition to or in place of
certificated Convertible Notes, to provide for tesumption of the Company's obligations to holdétse Convertible Notes in the case of a
merger or consolidation, to make any change thatavprovide any additional rights or benefits te tiplders of the Convertible Notes or 1
does not adversely affect the legal rights undedidenture of any such holder, or to comply wéuirements of the Commission in order to
qualify, or maintain the qualification of, the Inttare under the Trust Indenture Act.

CONCERNING THE TRUSTEE
An affiliate of the Trustee is also the transfeemtgfor the Company's Common Stock.

The holders of a majority in principal amount oé tfnien outstanding Convertible Notes will haverigbt to direct the time, method and pl:
of conducting any proceeding for exercising anyedynavailable to the Trustee, subject to certaoeptions. The Indenture provides that, in
case an Event of Default shall occur (which shatlbre cured), the Trustee will be required, indkercise of its power, to use the degree of
care of a prudent man in the conduct of his owaiaff Subject to such provisions, the Trustee lvélunder no obligation to exercise any o
rights or powers under the Indenture at the requfesy holder of Convertible Notes, unless sudddroshall have offered to the Trustee
security and indemnity satisfactory to it against bss, liability or expense.
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CERTAIN DEFINITIONS

Set forth below are certain defined terms usetiénimdenture. Reference is made to the Indentura foll disclosure of all such terms, as
well as any other capitalized terms used hereimwfach no definition is provided.

"Capital Stock" means any and all shares, interpsisicipations, rights or other equivalents (heeredesignated) of equity interests in any
entity, including, without limitation, corporatessk and partnership interests.

"Default” means any event that is or, with the pgesof time or the giving of notice or both, wobklan Event of Default.

"Designated Senior Debt" means any Senior Debthykitthe date of determination, has an aggregateijpal amount outstanding of, or
commitments to lend up to, at least $10.0 milliod & specifically designated by the Company initis¢rument evidencing or governing
such Senior Debt as "Designated Senior Debt" fopgaes of the Indenture.

"GAAP" means generally accepted accounting priesiglet forth in the opinions and pronouncementeoAccounting Principles Board of
the American Institute of Certified Public Accountsiand statements and pronouncements of the Fah@wezounting Standards Board or in
such other statements by such other entity as mapproved by a significant segment of the accogmirofession of the United States,
which are in effect from time to time.

"Guarantee" means a guarantee (other than by esrders of negotiable instruments for collectionha brdinary course of business), direct
or indirect, in any manner (including, without li@iion, letters of credit and reimbursement agregsi@ respect thereof), of all or any par
any indebtedness.

"Indebtedness" means, with respect to any perdlooblagations, whether or not contingent, of syrrson (i)(a) for borrowed money
(including, but not limited to, any indebtednesswsed by a security interest, mortgage or other die the assets of such person which is (1)
given to secure all or part of the purchase prigeroperty subject thereto, whether given to thedge of such property or to another, or (2)
existing on property at the time of acquisitionrtrad), (b) evidenced by a note, debenture, boratter written instrument, (c) under a lease
required to be capitalized on the balance shetteolessee under GAAP or under any lease or rethitedment (including a purchase
agreement) which provides that such person is aottally obligated to purchase or to cause a fharty to purchase such leased property
in respect of letters of credit, bank guarantedsamkers' acceptances, (e) with respect to Indebssdsecured by a mortgage, pledge, lien,
encumbrance, charge or adverse claim affectirgditiresulting in an encumbrance to which the pitype assets of such person are subject,
whether or not the obligation secured thereby dtmle been assumed or guaranteed by or shall adeebe such person's legal liability, (f)
respect of the balance of deferred and unpaid jpsecprice of any property or assets, (g) underdsteate, currency or credit swap
agreements, cap, floor and collar agreements,ambforward contracts and similar agreements arhgements; (ii) with respect to any
obligation of others of the type described in thecpding clause (i) or under clause (iii) belowuassd by or guaranteed in any manner by
such person or in effect guaranteed by such pdhsongh an agreement to purchase (including, withmitation, "take or pay" and similar
arrangements), contingent or otherwise (and thigatbns of such person under any such assumptijpsantees or other such
arrangements); and (iii) any and all deferralsevesis, extensions, refinancings and refundingsroémendments, modifications or
supplements to, any of the foregoing.

"Material Subsidiary" means any Subsidiary of trempany which is "significant subsidiary" as definedRule 1-02(w) of Regulation S-X
under the Securities Act and the Exchange Actifak Regulation is in effect on the date hereof).
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"Obligations" means any principal, interest, paealtfees, indemnifications, reimbursements, damsage other liabilities payable under the
documentation governing any Indebtedness.

"Representative" means the trustee, agent or reqegs/e (if any) for an issue of Senior Debt.

"Senior Debt" means the principal of, premium,rif ainterest and liquidated damages, if any, od,faes, costs and expenses in connection
with, and other amounts due on, Indebtedness dEtmpany, whether outstanding on the date of thHerture or thereafter created, incurred,
assumed or guaranteed by the Company, unless ingtrument creating or evidencing or pursuanthi@h Indebtedness is outstanding, it is
expressly provided that such Indebtedness is mbisi right of payment to the Convertible Not&gnior Debt includes, with respect to the
obligations described above, interest accruingsymumt to the terms of such Senior Debt, on or #ifiefiling of any petition in bankruptcy or
for reorganization relating to the Company, whettrenot post-filing interest is allowed in such geeding, at the rate specified in the
instrument governing the relevant obligation. Ndlwianding anything to the contrary in the foregoi®enior Debt shall not include: (a)
Indebtedness of or amounts owed by the Compangoimpensation to employees, or for goods, servicesaberials purchased in the
ordinary course of business;

(b) Indebtedness of the Company to a Subsidiatii@fCompany or (c) any liability for Federal, stdteal or other taxes owed or owing by
the Company.

"Subsidiary" means any corporation, associatiootler business entity of which more than 50% ofttital voting power of shares of Capital
Stock entitled (without regard to the occurrencarmj contingency) to vote in the election of diogst managers or trustees thereof is at the
time owned or controlled, directly or indirectlyy Bny person or one or more of the other SubsiBaof that person or a combination thereof.
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CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following is a general discussion of certairiteth States federal income tax considerations agleto holders of the Convertible Notes.
This discussion is based upon the Internal Rev@ude of 1986, as amended (the "Code"), Treasurylgegns, Internal Revenue Service
("IRS") rulings and judicial decisions now in effedl of which are subject to change (possibly wtroactive effect) or different
interpretations. This discussion does not purppdetal with all aspects of federal income taxathat may be relevant to a particular
investor's decision to purchase the Convertibleslaand it is not intended to be wholly applicéablall categories of investors, some of
which, such as dealers in securities, banks, insgraompanies, tax-exempt organizations and notetdi$itates persons, may be subject to
special rules. In addition, this discussion is tadito persons that purchase the Convertible Nmtesuant to this Prospectus and hold the
Convertible Notes as a "capital asset" within treaming of Section 1221 of the Code.

ALL PROSPECTIVE PURCHASERS OF THE CONVERTIBLE NOTBRE ADVISED TO CONSULT THEIR OWN TAX ADVISORS
REGARDING THE FEDERAL, STATE, LOCAL AND FOREIGN TAXCONSEQUENCES OF THE PURCHASE, OWNERSHIP AND
DISPOSITION OF THE CONVERTIBLE NOTES AND THE COMMOSTOCK.

INTEREST INCOME

A holder of a Convertible Note will generally bejtgred to report as income for federal income tasppses interest earned on the
Convertible Note in accordance with the holder'shoeé of tax accounting. A holder of a Convertiblet&lusing the accrual method of
accounting for tax purposes is required to inclinerest in ordinary income as such interest as;nwhile a cash basis holder must include
interest in income when payments are received gateravailable for receipt).

CONVERSION OF CONVERTIBLE NOTESINTO COMMON STOCK

In general, no gain or loss will be recognizedféateral income tax purposes on a conversion o€trevertible Notes into shares of Common
Stock. However, cash paid in lieu of a fractiorf@re of Common Stock will likely result in taxalgain (or loss), which will be capital gain
or loss, to the extent that the amount of such easkeds (or is exceeded by) the portion of thestell basis of the Convertible Note
allocable to such fractional share. The adjustesikhaz shares of Common Stock received on convemsith equal the adjusted basis of the
Convertible Note converted, reduced by the portibadjusted basis allocated to any fractional sb&@ommon Stock exchanged for cash.
The holding period of an investor in the Commoncteceived on conversion will include the periagtidg which the converted Convertit
Notes were helc

The conversion price of the Convertible Notes isjsct to adjustment under certain circumstances."Bescription of Convertible Notes --
Conversion." Section 305 of the Code and the TirgaRagulations issued thereunder may treat theehsldf the Convertible Notes as having
received a constructive distribution, resultingomdinary income (subject to a possible dividenaeresd deduction in the case of corporate
holders) to the extent of the Company's then ctiaed/or accumulated earnings and profits, if anthé extent that certain adjustments in the
conversion price that may occur in limited circuamstes (particularly an adjustment to reflect albexdividend to holders of Common Sto
increase the proportionate interest of a holde2aivertible Notes in the fully diluted Common Stpalhether or not such holder ever
exercises its conversion privilege. Moreover, drthis not a full adjustment to the conversiongrn€the Convertible Notes to reflect a stock
dividend or other event increasing the proportienaterest of the holders of outstanding CommorriSio the assets or earnings and profits
of the Company, then such increase in the propwat®interest of the holders of the Common Stocle#ly will be treated as a distribution
to such holders, taxable as ordinary income (stibpea possible dividends received deduction incdme of corporate holders) to the exter
the Company's then current and/or accumulatedregsni
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MARKET DISCOUNT

Investors acquiring Convertible Notes pursuanhis Prospectus should note that the resale of tGoseertible Notes may be adversely
affected by the market discount provisions of eti1276 through 1278 of the Code. Under the malikebunt rules, if a holder of a
Convertible Note purchases it at market discouat, (at a price below its stated redemption at ritgjuin excess of a statutorily-defined de
minimis amount and thereafter recognizes gain wpdisposition or retirement of the Convertible Naken the lesser of the gain recognized
or the portion of the market discount that accroea ratable basis (or, if elected, on a constdateést rate basis) generally will be treated as
ordinary income at the time of the disposition. Btwrer, any market discount on a Convertible Notg beataxable to an investor to the
extent of appreciation at the time of certain othise non-taxable transactions (e.g., gifts). Angraed market discount not previously taken
into income prior to a conversion of a Convertiliete, however, should carry over to the Common|iSteceived on conversion and be
treated as ordinary income upon a subsequent digposf such Common Stock to the extent of anyngacognized on such disposition. In
addition, absent an election to include marketalist in income as it accrues, a holder of a matlssiount debt instrument may be required
to defer a portion of any interest expense thatmilse may be deductible on any indebtedness iedwor maintained to purchase or carry
such debt instrument until the holder dispose$iefdebt instrument in a taxable transaction.

SALE, EXCHANGE OR RETIREMENT OF CONVERTIBLE NOTES

Each holder of Convertible Notes generally willagnize gain or loss upon the sale, exchange, retilempepurchase, retirement or other
disposition of those Convertible Notes measurethbyifference (if any) between (i) the amount adtt and the fair market value of any
property received (except to the extent that sach ©r other property is attributable to the paymeéaccrued interest not previously inclu
in income, which amount will be taxable as ordinagome) and (ii) the holder's adjusted tax basihose Convertible Notes (including any
market discount previously included in income bg biolder). Any such gain or loss recognized orstile, exchange, redemption, repurch
retirement or other disposition of a Convertibleté&should be capital gain or loss (except as désmliander "-Market Discount” above), ai
would be long-term capital gain or loss if the Ceriible Note had been held for more than one yetireatime of the sale or exchange. An
investor's initial basis in a Convertible Note vii# the cash price paid therefor. Each holder eh@on Stock into which the Convertible
Notes are converted, in general, will recognizegaiiloss upon the sale, exchange, redemptionher alisposition of the Common Sta
measured under rules similar to those describedeafon the Convertible Notes. However, specialsutey apply to redemptions of Comn
Stock which may result in different treatment.

BACK-UPWITHHOLDING

A holder of Convertible Notes or Common Stock mayshbject to "back-up withholding" at a rate of 3d4th respect to certain "reportable
payments," including interest payments, dividenghpants and, under certain circumstances, pringigginents on the Convertible Notes.
These back-up withholding rules apply if the holdenong other things, (i) fails to furnish a sosi@turity number or other taxpayer
identification number ("TIN") certified under petiak of perjury within a reasonable time after thguest therefor, (ii) furnishes an incorrect
TIN, (iii) fails to report properly interest or ddends, or (iv) under certain circumstances, failprovide a certified statement, signed under
penalty of perjury, that the TIN furnished is tr@rect number and that the holder is not subjebbik-up withholding. A holder who does
not provide the Company with its correct TIN alsaynbe subject to penalties imposed by the IRS. Zmgpunt withheld from a payment to a
holder under the back-up withholding rules is diaale against the holder's federal income taxlitghprovided the required information is
furnished to the IRS. Back-up withholding will regbply, however, with respect to payments made timiceholders, including corporations,
tax-exempt organizations and certain foreign pessprovided their exemption from back-up withholglis properly established.
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The Company will report to the holders of ConvdetiNotes and Common Stock and to the IRS the amafuarty “reportable payments” for
each calendar year and the amount of tax withlifedehy, with respect to such payments.
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PLAN OF DISTRIBUTION

Pursuant to a Registration Agreement dated aslofuBey 15, 1997 (the "Registration Agreement") kestivthe Company and the initial
purchasers named therein entered into in connestittnthe offering of the Convertible Notes, thegidtration Statement of which this
Prospectus forms a part was filed with the Commissovering the resale of the Convertible NotestaedCommon Stock issuable upon
conversion of the Notes (the "Securities”). The @any has agreed to use all reasonable effortsep e Registration Statement effective
until February 15, 2000 (or such earlier date wienholders of the Securities are able to seBuadh Securities immediately without
restriction pursuant to Rule 144(k) under the SidesrAct or any successor rule thereto or othexjvifhe Company will be permitted to
suspend the use of this Prospectus (which is aopéine Registration Statement) in connection wiles of Securities by holders during
certain periods of time under certain circumstame&ging to pending corporate developments andigfilings with the Commission and
similar events. The specific provisions relatinghe registration rights described above are coathin the Registration Rights Agreement,
and the foregoing summary is qualified in its extjirby reference to the provisions of such agre¢men

Sales of the Convertible Notes and the Conversiares may be effected by or for the account oB#léng Securityholders from time to
time in transactions (which may include block ti@t®ns in the case of the Conversion Shares) peachange or market on which such
securities are listed or quoted, as applicableggotiated transactions, through a combinatioruofisnethods of sale, or otherwise, at fixed
prices that may be changed, at market prices giegait the time of sale, at prices related to piivg market prices, or at negotiated prices.
The Selling Securityholders may effect such tratisas by selling the Convertible Notes or Convensghares directly to purchasers, through
broker-dealers acting as agents for the Sellingi®gholders, or to brokedealers who may purchase Convertible Notes or sioreShare

as principals and thereafter sell the ConvertibdéeN or Conversion Shares from time to time indaations (which may include block
transactions in the case of the Conversion Shareapy exchange or market on which such secugtiedisted or quoted, as applicable, in
negotiated transactions, thorough a combinaticsuoh methods of sale, or otherwise. In effectingssdoroker-dealers engaged by Selling
Securityholders may arrange for other broker dedteparticipate. Such broker-dealers, if any, megive compensation in the form of
discounts, concessions or commissions from thén§elHlecurityholders and/or the purchasers of thev€dible Notes or Conversion Shares
for whom such broker-dealers may act as agents whom they may sell as principals, or both (whiompensation as to a particular broker-
dealer might be in excess of customary commissions)

The Selling Securityholders and any broker-deabmgents or underwriters that participate with te#iisg Securityholders in the distribution
of the Convertible Notes or Conversion Shares neagidemed to be "underwriters" within the meaninthefSecurities Act. Any
commissions paid or any discounts or concessidowadl to any such persons, and any profits receivethe resale of the Notes or
Conversion Shares offered hereby and purchaselkely inay be deemed to be underwriting commissioaésoounts under the Securities
Act.

At the time a particular offering of the Converélotes and/or the Conversion Shares is made ahé &xtent required, the aggregate
principal amount of Convertible Notes and numbe€ohversion Shares being offered, the name or nafitee Selling Securityholders, and
the terms of the offering, including the name amea of any underwriters, broker-dealers or agamtg discounts, concessions or
commissions and other terms constituting compemséitom the Selling Securityholders, and any distsuconcessions or commissions
allowed or reallowed or paid to broker-dealers) bél set forth in an accompanying Prospectus Supgie

Pursuant to the Registration Agreement, the Compasyagreed to pay all expenses incident to tles affd sale of the Convertible Notes
and/or the Conversion Shares offered by the SeScurityholders hereby, except that the Sellingu8gyholders will pay all underwriting
discounts and selling commissions, if any. The Camyphas agreed to indemnify the Selling Securityéid against certain liabilities,
including liabilities under the Securities Act, aadcontribute to payments the Selling Securitypmddnay be required to make in respect
thereof.

To comply with the securities laws of certain jdictions, if applicable, the Convertible Notes &whversion Shares offered hereby will be
offered or sold in such jurisdictions only througdgistered or licensed brokers or dealers.

Under applicable rules and regulations under thehBrge Act, any person engaged in a distributigdh@fonvertible Notes or the
Conversion Shares may be limited in its abilitetmage in market activities with respect to suchv@dible Note or Conversion Shares. In
addition and without limiting the foregoing, eachlliig Securityholder will be subject to applicaplevisions of the Exchange Act and the
rules and regulations thereunder, which provisioay limit the timing of purchase and sales of ahthe Convertible Notes and Conversion
Shares by the Selling Securityholders. The foregainay affect the marketability of the Convertibletds and the Conversion Shares.
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LEGAL MATTERS

The validity of the securities offered hereby vl passed upon for the Company by Brobeck, Phigtarrison LLP, Palo Alto, California.
As of the date of this Prospectus, partners ofahdr attorneys employed by Brobeck, Phleger, HanrLLP beneficially owned 13,700
shares of the Common Stock.

EXPERTS

The consolidated financial statements of Intevac, &ppearing in Intevac, Inc.'s Annual Report §Fa0-K) for the year ended December 31,
1996, have been audited by Ernst & Young LLP, imhejent auditors, as set forth in their report theriecluded therein and incorporated
herein by reference. Such consolidated financékgtents are incorporated herein by referencdiance upon such report given upon the
authority of such firm as experts in accounting anditing.
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NO PERSON HAS BEEN AUTHORIZED IN CONNECTION WITH THOFFERING MADE HEREBY TO GIVE ANY INFORMATION
OR MAKE ANY REPRESENTATION OTHER THAN AS CONTAINER INCORPORATED BY REFERENCE IN THIS
PROSPECTUS, AND, IF GIVEN OR MADE, SUCH INFORMATIOBR REPRESENTATION MUST NOT BE RELIED UPON AS
HAVING BEEN AUTHORIZED BY THE COMPANY. THIS PROSPEUJS DOES NOT CONSTITUTE AN OFFER TO SELL, OR A
SOLICITATION OF AN OFFER TO BUY, ANY OF THE SECURIES OFFERED HEREBY BY ANY PERSON IN ANY
JURISDICTION IN WHICH OR TO ANY PERSON TO WHOM ITSIUNLAWFUL TO MAKE SUCH AN OFFERING OR
SOLICITATION, NEITHER THE DELIVERY OF THIS PROSPEQIS NOR ANY SALE MADE HEREUNDER SHALL UNDER ANY
CIRCUMSTANCES, IMPLY THAT THE INFORMATION CONTAINEDIN THIS PROSPECTUS OR ANY DOCUMENT
INCORPORATED BY REFERENCE HEREIN IS CORRECT AS ONADATE SUBSEQUENT TO THE DATE HEREOF OR
THEREOF.
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