EDGAR'pro

iy EDGAR Dnlire”

INTEVAC INC

FORM 10-Q

(Quarterly Report)

Filed 04/30/02 for the Period Ending 03/30/02

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

3560 BASSETT STREET

SANTA CLARA, CA, 95054

4089869888

0001001902

IVAC

3559 - Special Industry Machinery, Not Elsewhere Classified
Industrial Machinery & Equipment

Industrials

12/31

Powere d By EDGA;Rbn]ine

http://www.edgar-online.com

© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

INTEVAC INC

FORM 10-Q

(Quarterly Report)

Filed 4/30/2002 For Period Ending 3/30/2002

Address 3560 BASSETT ST
SANTA CLARA, California 95054
Telephone 408-986-9888
CIK 0001001902
Industry Computer Storage Devices
Sector Technology
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200






Table of Contents

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(MARK ONE)
Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 30, 2002
OR

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

For the transition period from to
Commission file number 0-26946

INTEVAC, INC.

(Exact name of registrant as specified in its chaetr)

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

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

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

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

APPLICABLE ONLY TO CORPORATE ISSUERS:

On March 30, 2002, 12,060,003 shares of thgigrant’s Common Stock, no par value, were onthtey.
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PARTI. FINANCIAL INFORMATION
Item 1. Financial Statements

INTEVAC, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands)

March 30, December 31,
2002 2001
(Unaudited)
ASSETS
Current asset:
Cash and cash equivalel $ 14,46« $ 18,157
Accounts receivable, net of allowances of $227 $2#2b at
March 30, 2002 and December 31, 2! 10,07¢ 8,04¢
Income taxes recoverak 2,21¢ —
Inventories 23,22: 21,69
Prepaid expenses and other current a: 711 47¢
Total current asse 50,68¢ 48,37:
Property, plant and equipment, | 7,73¢ 8,86¢
Investment in 601 California Avenue LL 2,431 2,431
Debt issuance costs and other |-term asset 441 49¢
Total asset $ 61,29¢ $ 60,16¢
| |

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Accounts payabl $ 2,25¢ $ 2,62¢
Accrued payroll and related liabiliti¢ 1,79 1,57:
Other accrued liabilitie 3,75¢ 3,541
Customer advance 16,51¢ 13,46«
Total current liabilities 24,33( 21,21:
Convertible note 37,54¢ 37,54¢

Shareholder equity:
Common stock, no par val 19,231 19,09:
Accumulated other comprehensive incc 13t 122
Accumulated defici (29,95) (17,807
Total shareholde’ equity (579 1,40¢
Total liabilities and sharehold¢ equity $ 61,29¢ $ 60,16¢
| I

See accompanying notes.
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INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS
(In thousands, except per share amounts)

(Unaudited)
Three months ended
March 30, March 31,
2002 2001
Net revenue. $ 6,67( $10,00¢
Cost of net revenue 5,707 6,60¢
Gross profit 963 3,40(
Operating expense
Research and developm 3,12¢ 3,49¢
Selling, general and administrati 1,71C 1,66¢
Total operating expens 4,83¢ 5,16t
Operating los! (3,87¢) (1,765
Interest expens (667) (73¢)
Interest income and other, r 18t (1,299
Loss before income tax (4,35%) (3,799
Benefit from income taxe (2,219 —
Net loss $(2,149 $(3,79Y)
I |
Other comprehensive incorr
Foreign currency translation adjustm 13 11
Total comprehensive lo: $(2,13)) $(3,789
| |
Basic and diluted loss per sha
Net loss $ (0.1¢) $ (0.39
Shares used in per share amol 12,04: 11,89¢

See accompanying notes.
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INTEVAC, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Operating activities
Net loss

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

operating activities
Depreciation and amortizatic
Foreign currency gai
Unrealized loss on investmer
Changes in assets and liabilit

Total adjustment

Net cash and cash equivalents used in operatingtisst
Investing activities

Purchase of investmer

Proceeds from sale of investme

Purchase of leasehold improvements and equip

Net cash and cash equivalents provided by (usedve}ting activities
Financing activities

Proceeds from issuance of common sl

Net cash and cash equivalents provided by finanaatiyities
Effect of exchange rate changes on ¢

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

Supplemental Schedule of Cash Flow Informatiol
Cash paid for
Interest

See accompanying notes.
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Three months ended

March 30, March 31,
2002 2001
$(2,14¢) $(3,79%)

841 1,12¢

— (1)

— 2,00(¢
(2,379 (3,719
(1,539 (587)
(3,68)) (4,382)
— (5,469

— 32,271
(169) (582)
(169) 26,23:
144 21€

144 21€

13 11
(3,699 22,077
18,157 4,61¢
$14,46¢ $26,69:
| |
$ 1,22 $ 1,374
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
1. Business Activities and Basis of Presentatio

Intevac, Inc.’s businesses are the designufaature and sale of complex capital equipmend isenanufacture products such as flat
panel displays and thin-film disks (“Equipment”)daile development of highly sensitive electro-agtievices and systems (“Photonics”).

Systems sold by the Equipment Division apgdglly used to deposit highly engineered thin-flof material on a substrate, or to modify
the characteristics and properties of thin-filnreatly deposited on a substrate. Systems manufddiyrdne Equipment Division generally
utilize proprietary manufacturing techniques anocpsses and operate under high levels of vacuuesyidtems are designed for high-
volume continuous operation and use precision folatomputerized controls and complex softwargams to fully automate and control
the production process. Products manufacturedtiétbe systems include cell phone color displaysnaotive displays, computer monitors
and disks for computer hard disk drives. The EqeipnDivision has also designed ultra high vacuutoraated equipment for Photonics to
be used for the future manufacture of low-cost lmght-level cameras.

The Photonics Division is developing eleabptical devices and systems that permit highly iigasdetection of photons in the visible
and short wave infrared portions of the spectruhis Bievelopment work is aimed at creating new petslfor both military and industrial
applications. Products include Laser llluminatedWing and Ranging (“LIVAR®") systems for positivarget identification at long range,
low-cost low-light-level cameras for use in sequahd military applications and photodiodes for uskigh-speed fiber optic systems.

The financial information at March 30, 200®idor the three-month periods ended March 30, 20@PMarch 31, 2001 is unaudited, but
includes all adjustments (consisting only of normeglurring accruals) that the Company considersssary for a fair presentation of the
financial information set forth herein, in accordarwith accounting principles generally accepteth@United States of America (“U.S.
GAAP?”) for interim financial information, the instctions to Form 10-Q and Article 10 of RegulatioiX SAccordingly, it does not include all
of the information and footnotes required by U.3AP for annual financial statements. For furthdoimation, refer to the Consolidated
Financial Statements and footnotes thereto inclui¢ile Company’s Annual Report on Form 10-K fae flscal year ended December 31,
2001.

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

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

The results for the three-month period endedch 30, 2002 are not considered indicative ofrseilts to be expected for any future
period or for the entire year.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
2. Inventories

The components of inventory consist of thHefang:

March 30, December 31,
2002 2001

(in thousands)

Raw material $ 5,66¢ $ 5,65¢
Work-in-progress 9,18 11,96:
Finished good 8,371 4,07(
$23,22: $21,69:
| |

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

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

Three months ended

March 30, March 31,
2002 2001

(in thousands)
Numerator:
Numerator for basic earnings per sh— loss available to common
stockholder (2,249 (3,79
Effect of dilutive securities
6 1/2% convertible notes(. — —
Numerator for diluted earnings per sh— loss available to common

stockholders after assumed conversi $(2,144) $(3,795
I |

Denominator
Denominator for basic earnings per sk— weightec-average share 12,04: 11,89¢
Effect of dilutive securities
Employee stock options(. — —
6 1/2% convertible notes(. — —

Dilutive potential common shar — _

Denominator for diluted earnings per share — adplisteighted-average
shares and assumed conversi 12,04 11,89¢

(1) Diluted EPS for the three-month periods endietich 30, 2002 and March 31, 2001 exclude “as caadetreatment of the convertible
notes as their inclusion would be anti-dilutive eTtumber of “as converted” shares excluded fothhee-month periods ended
March 30, 2002 and March 31, 2001 was 1,820,36410@P, 758, respectivel

(2) Diluted EPS for the three-month periods endietich 30, 2002 and March 31, 2001 exclude the e&ffemployee stock options as their
inclusion would be anti-dilutive. The humber of doyee stock option shares excluded for the threatmperiods ended March 30,
2002 and March 31, 2001 was 59,882 and 173,590ecésely.
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)

4. Segment Reporting

Segment Descriptic

Intevac, Inc. has two reportable operatingmeents: Equipment and Photonics. The Company’spaagint Division sells complex capital
equipment used in the manufacturing of flat pamgbldys and thin-film disks. The Company’s Photsriivision is developing devices and
systems utilizing electron sources that permit lyiglensitive detection of photons in the visiblel &ime short-wave infrared spectrum.

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

Business Segment Net Rever

Three months ended

March 30, March 31,
2002 2001

(in thousands)

Equipment $4,93¢ $ 7,932
Photonics 1,73¢ 2,07:
Total $6,67( $10,00¢
I [ |

Business Segment Profit & Lc

Three months ended

March 30, March 31,
2002 2001

(in thousands)

Equipment $(2,657) $ (563
Photonics (69¢) (662)
Corporate activitie (527) (540
Operating los! (3,876 (1,765
Interest expens (667) (738
Interest incom 74 581
Other income and expense, 111 (1,879
Loss before income tax $(4,35¢) $(3,795)

| |

Geographic Area Net Trade Reven

?Three months ended?

March 30, March 31,
2002 2001

(in thousands)

United State: $4,237 $ 3,101
Far Eas 2,13: 6,70
Europe 30C 60
Rest of World — 14C

Total $6,67( $10,00¢
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INTEVAC, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — (Continued)
5. Income Taxes

The Company accrued a $2.2 million tax berfefithe three-month period ended March 30, 200is resulted from recent federal tax
law changes that allow losses incurred in 20012002 to be carried back 5 years. The Company eaier&l income taxes of approximately
$5.1 million for 1996 and $0.9 million for 1997. &iCompany believes that at least $2.2 million gésapaid are recoverable based on the
incurred in 2001 and that additional taxes may hksoecoverable, but the amount will not be deteemtiand recorded until the Company f
its 2001 federal income tax return either in theosel or third quarter of 2002. For the three moetided March 31, 2001, the Company did
not accrue a tax benefit due to the inability at time to realize additional refunds from lossgdracks. The Company’s $16.5 million
deferred tax asset is fully offset by a $16.5 millvaluation allowance, resulting in a net defeteedasset of zero at March 30, 2002.

6. Capital Transactions

During the three-month period ending MarchZW2, Intevac sold stock to its employees unideiGompany’s Employee Stock Purchase
Plan. A total of 56,381 shares were issued for wktie Company received $144,000.

9
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Item 2. Management’s Discussion and Analysis &inancial Condition and Results of Operations

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

Critical Accounting Policies and Estimates

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

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

Revenue Recognitieh- Intevac recognizes revenue using the guidance 8&C Staff Accounting Bulletin No. 101 “Revenue
Recognition in Financial Statements.” Intevac’serawe recognition policy requires that there beyssive evidence of a sales contract, that
the price is fixed, that product title has transfdr that product payment is not contingent onfantors and is reasonably assured, and th:
Company has completed all the material tasks aligedables required by the contract.

Revenues for systems are recognized upoonroestacceptance. For large deposition and RTPragsstipped through a distributor,
revenue is typically recognized after the distriisutas accepted the system at Intevac’s factonttedystem has been shipped. For large
deposition and RTP systems sold direct to end mests, revenue is recognized after installationaruptance of the system at the customer
site. When the Company believes that there mayidieehthan normal end-user installation and aceegtassues for systems shipped through
a distributor, such as when the first unit of a lyedesigned system is delivered, then the Compafgrd revenue recognition until the
distributor’s customer has also accepted the sydRawenues for technology upgrades, spare parisuotable and prototype products built
by the Photonics Division are generally recognigpdn shipment. Service and maintenance contraentey which to date has been
insignificant, is recognized ratably over appli@bbntract periods or as the service is performed.

The Company performs best efforts researdhdawelopment work under various research contrRetgenue on these contracts is
recognized in accordance with contract terms, glpji@as costs are incurred. Typically, for eachtcact, the Company commits to perform
certain research and development efforts up taggagea upon amount. In connection with these cotstrite Company receives funding or
incremental basis up to a ceiling. Some of thesdraots are cost sharing in nature, where Intevaeimbursed for a portion of the total costs
expended. In addition, the Company has, from tionénte, negotiated with a third party to fund atmor of the Company’s costs in return for
a joint interest to the Company’s rights at the end

10
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of the contract. In the event a particular contmar-runs its agreed upon amount, the Companybrediable for the additional costs.

Inventories— Intevac makes provisions for potentially excasd absolete inventory based on backlog and foredadmand. However,
order backlog is subject to revisions, cancellaj@nd rescheduling. Actual demand will inevitatbiffer from forecasted demand due to a
number of factors. For example, the thin-film dis#ustry has suffered from oveapacity and poor financial results, which hastteshdustry
consolidation. Consolidation can lead to the abdits of used equipment that competes at very foiges with the Company’s products.
Financial stress and consolidation in the Compaoy&omer base can also lead to the cancellationdefs for products after the Company
has incurred substantial costs related to thoserer&uch problems have resulted, and may continresult, in excess and obsolete
inventory, and the provision of related reserves.

Warranty — The Company’s standard warranty is twelve mofrii® customer acceptance. During this warrantyopesiny necessary
non-consumable parts are supplied and installgatoiision for the estimated warranty cost is reedrdt the time revenue is recognized.

Results of Operations
Three Months Ended March 30, 2002 and March 8D]12

Net revenuedNet revenues consist primarily of sales of equiphosied to manufacture flat panel displays, equigraeed to manufacture
thin-film disks, related equipment and system congmts, and contract research and developmentdefatbe development of electoptical
devices and systems. Net revenues decreased byo38847 million for the three months ended MarchZm2 from $10.0 million for the
three months ended March 31, 2001. Net revenues Erguipment decreased to $4.9 million for the thmemths ended March 30, 2002 from
$7.9 million for the three months ended March 3102 The decrease in Equipment revenue was th& céslecreased shipments of flat
panel manufacturing equipment and of disk equiprepate parts. Equipment revenues included theof§a@1DP 200 modular add-on
system that was integrated with a previously dedideMDP 250 disk manufacturing system. Net revetfitggs Photonics decreased to
$1.7 million for the three months ended March 3mM2from $2.1 million for the three months endeddfa31, 2001. The decrease in
Photonics net revenues was the result of lowearebeand development contract revenues in the-thiaeh period ended March 30, 2002,
partially offset by revenue from the sale of twodéb120 LIVAR Cameras.

International sales decreased by 65% to $@l#n for the three months ended March 30, 20@2rf $6.9 million for the three months
ended March 31, 2001. The decrease in internatgalas was due to a reduction in net revenues disknmanufacturing equipment and fre
flat panel manufacturing equipment. Internatioradés constituted 37% of net revenues for the thresths ended March 30, 2002 and 69%
of net revenues for the three months ended MarcRC11.

Backlog.The Company’s backlog of orders for its products %27.3 million at March 30, 2002 and $46.0 millatrMarch 31, 2001. The
reduction was primarily due to a lower backloglaf panel deposition systems, five of which welketato revenue in the fourth quarter of
2001. The Company includes in backlog the valugusthase orders for its products that have schddigévery dates.

Gross marginCost of net revenues consists primarily of purctiamaterials, fabrication, assembly, test and ifetah labor and
overhead, customer-specific engineering costs,améyrcosts, royalties, provisions for inventoryere®s, scrap and costs attributable to
contract research and development. Gross margieased to 14.4% for the three months ended MarcB@I2 from 34.0% for the three
months ended March 31, 2001.

Equipment gross margins decreased to 15.5%éathree-month period ended March 30, 2002 #6m% for the three-month period
ended March 31, 2001. Equipment margins decreas@aiply due to a reduction in shipments of tectogyl upgrades and high initial cost:
complete Intevac’s first MDP 200 system. Photogiasss margins increased to 11.3% during the thraetins ended March 30, 2002 from
(8.1%) during the three months ended March 31, 2B@btonics gross margins in the first quarter@f2
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were favorably impacted by the shipment of 2 LIVAR&mera systems and by the mix of sales derived fully funded research and
development contracts versus cost-shared reseadctievelopment contracts.

Research and developmeResearch and development expense consists prirs&plptotype materials, salaries and related aafsts
employees engaged in ongoing research, designevedogppment activities for flat panel manufacturaguipment, disk manufacturing
equipment, and research by the Photonics Divistampany funded research and development expensgaded to $3.1 million for the thr
months ended March 30, 2002 from $3.5 million fog three months ended March 31, 2001, represef@irgyo and 34.9%, respectively, of
net revenue. This decrease was primarily the resuéiduced spending for development of flat panahufacturing equipment, partially off:
by increased spending for photonics.

Research and development expenses do natlncbsts of $1.3 million and $2.1 million, respeay, for the three-month periods ended
March 30, 2002 and March 31, 2001 related to cohtesearch and development performed by the Coyprg®Mmotonics business. These
expenses are included in cost of net revenues.

Research and development expenses also diochale costs of $0.1 million in each of the threenth periods ended March 30, 2002
March 31, 2001, reimbursed under the terms of varie@search and development cost sharing agreements

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

Selling, general and administrative expenas $1.7 million for the both the three-month pesiedded March 30, 2002 and March 31,
2001, representing 25.6% and 16.7%, respectivélyebrevenue.

Interest expensédnterest expense consists primarily of interestrenCompany’s convertible notes. Interest experee$@.7 million in
both of the three-month periods ended March 30220@ March 31, 2001.

Interest income and other, nétterest income and other, net totaled $0.2 milhad ($1.3) million for the three months ended M&30,
2002 and March 31, 2001, respectively. Interestrime and other, net in 2002 consisted of $0.2 milbbinterest and dividend income on
investments. Interest income and other, net in 2@@kisted of $0.7 million of interest and dividendome on investments offset by the
establishment of a reserve related to the Compa&&® million investment in commercial paper issbgdPacific Gas and Electric Company,
which had filed for reorganization under Chapteiof the US Bankruptcy Code in early 2001.

Provision for (benefit from) income taxd$ie Company accrued a $2.2 million tax benefiti@r three-month period ended March 30,
2002. This resulted from recent federal tax lawngfess that allow losses incurred in 2001 and 20@stoarried back 5 years. The Company
paid federal income taxes of approximately $5.%ionilfor 1996 and $0.9 million for 1997. The Compédelieves that at least $2.2 million
taxes paid are recoverable based on the loss attirr2001 and that additional taxes may also beverable, but the amount will not be
determined and recorded until the Company file031 federal income tax return either in the sdaamthird quarter of 2002. For the three
months ended March 31, 2001, the Company did ristiaca tax benefit due to the inability at thatdito realize additional refunds from loss
carry-backs.

Liquidity and Capital Resources

The Company’s operating activities used ads8.7 million during the three months ended Ma86h2002. The cash used was due
primarily to the net loss incurred and increase®aeivables and inventory, which were partiallisef by increased customer advances and
depreciation and amortization. In the three
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months ended March 31, 2001, the Company’s operatitivities used cash of $4.4 million due primatd increased inventory and the net
loss incurred by the Company.

The Company’s investing activities used aafsh0.2 million for the three months ended March 3002 as a result of the purchase of
fixed assets. In the three months ended March@®11,2he Company’s investing activities providedtcaf $26.2 million as a result of the net
sale of investments. During the three months ehdi@ath 31, 2001, the Company converted the majofifys short-term investments into
cash or cash equivalents.

The Company'’s financing activities providesl of $0.1 million and $0.2 million for the threnth periods ended March 30, 2002 and
March 31, 2001, respectively, as the result ofstde of the Company’s stock to its employees thinahg Company’s employee benefit plans.

Intevac has incurred operating losses eaahgiace 1998 and the Company cannot predict veittamty when it will return to
profitability. We anticipate generating positiveshalow during the 2002 fiscal year, but that ipeledent on continued growth in the business
and our continued ability to obtain advances framaustomers. Additionally, as of March 30, 2002heel $37.5 million of outstanding
Convertible Notes, which mature in March 2004. Vdendt currently have the funds available to repeeydebt and there can be no assurance
that the Company will be able to restructure thiet de secure additional equity and/or debt finagdmredeem the Convertible Notes on
terms favorable to the Company and its sharehqgldfdte Convertible Notes are not converted byrthelders into Intevac common stock
prior to their maturity.

Certain Factors Which May Affect Future Operating Results
$37.5 Million of convertible notes are outddarg and will mature in 2004.

In connection with the sale of $57.5 milliohits 6 1/2% Convertible Subordinated Notes Du@£2@he “Convertible Notes”) in February
1997, Intevac incurred a substantial increaseerdltio of long-term debt to total capitalizatiehg@reholders’ equity plus long-term debt). At
each noteholder’s option, the Convertible Notes magxchanged, prior to maturity, into Intevac camnrshares at a price of $20.625 per
share, which is substantially above current mapkiee. During 2001 and 1999 Intevac spent a tdt&d.9 million to repurchase
$20.0 million of the Convertible Notes. The $37.8ion of the Convertible Notes that remain outsteng as of March 30, 2002 commit
Intevac to substantial principal and interest ddtiigns that are significantly in excess of the Canmyis $14.5 million cash balance at
March 30, 2002. Intevac may, from time to time,ummase and retire additional Convertible Notesrpo their maturity date.

The degree to which Intevac is leveragedatbalve an adverse effect on Intevac’s ability ttaiwbadditional financing for working
capital, acquisitions or other purposes, and cowd#te it more vulnerable to industry downturns amchpetitive pressures. Intevac’s ability to
meet its debt service obligations will be dependenintevac’s future performance, which will be jgab to financial, business and other
factors affecting the operations of Intevac, mahwloich are beyond its control. In the event tiet Company’s noteholders do not choose to
exchange their Convertible Notes for Intevac comstogk prior to the Convertible Notes’ 2004 matudate, the Company will be required
to repay the Convertible Notes at maturity. If tisishe case, then there can be no assurancééh@ompany will have generated sufficient
cash from operations to repay the Convertible Naf&sout raising additional capital through theesaf additional debt or equity.
Additionally, there can be no assurance that the@my will be able to secure additional equity andkebt financing on terms favorable to
the Company and its shareholders, or at all.

The majority of Intevé’s new products address new and emerging mait

Intevac has invested heavily in the develapnoé products that address new markets. The Ecgripivision has developed a flexible
deposition tool and a rapid thermal processing toalddress growing segments of the flat panelalspquipment market that are intended to
displace products offered by competing manufacsurBine Photonics Division’s LIVAR target identifigan system and low-cost low-light
level camera products are designed to offer sicanifily improved capability relative to any productsrently offered in the marketplace.
Additionally, the Photonics Division is enteringhaw market for the

13




Table of Contents

Company with its photodiodes for fiber optic comnmation systems. Failure of these products to perfas intended or to successfully
penetrate these new markets and develop into gbtditproduct lines will have an adverse effectriavac’s business.

Demand for capital equipment is cyclic

Intevac sells capital equipment to capittédmsive industries, which manufacture and sell corfity products such as flat panel displays
and disk drives. These industries operate with Fiiggd costs. When demand for these commaodity prtsdexceeds capacity, then demanc
new capital equipment such as Intevac’s tends tanfygified. When supply of these commodity prodwstseeds capacity, then demand for
new capital equipment such as Intevac’s tends telpeessed. The cyclical nature of the capital@gant industry means that in some years
sales of new systems by the Company will be uniyshagh, and that in other years sales of new sgstby the Company will be severely
depressed. Failure to anticipate or respond quickiie industry business cycle could have an adveffect on Intevac’s business.

The Equipment Business is subject to rapid techuoltange.

Intevac’s ability to remain competitive remgs substantial investments in research and dewelop The failure to develop, manufacture
and market new systems, or to enhance existingmgstwill have an adverse effect on Intevac’s lessnFrom time to time in the past,
Intevac has experienced delays in the introduaifpand technical difficulties with, some of itsssgms and enhancements. Intevac’s future
success in developing and selling equipment witleshel upon a variety of factors, including accugpatsdiction of future customer
requirements, technology advances, cost of owngrsitroduction of new products on schedule, céfgeive manufacturing and product
performance in the field. Intevac’s new productisiecs and development commitments must anticipat¢inuously evolving industry
requirements significantly in advance of sales. failure to accurately predict customer requireraamd to develop new generations of
products to meet those requirements would haveleerse effect on Intevac’s business.

Our products are complex, condjaevolving and are often designed and manufacttodndividual customer requirements that
require additional engineering.

Intevac’s Equipment Division products havarge number of components and are highly compiggvac may experience delays and
technical and manufacturing difficulties in futunéroductions or volume production of new systemsithancements. In addition, some of
systems built by Intevac must be customized to nmgltidual customer site or operating requiremettevac has limited manufacturing
capacity and engineering resources and may be eitabbmplete the development, manufacture andrshipof its products, or to meet the
required technical specifications for its produnta timely manner. Such delays could lead to redaling of orders in backlog, or in extreme
situations, to cancellation of orders. In additibrievac may incur substantial unanticipated ceatty in a product’s life cycle, such as
increased engineering, manufacturing, installaéind support costs which may not be able to be dasséo the customer. In some instances,
Intevac is dependent upon a sole supplier or ddoimiumber of suppliers for complex componentsubrassemblies utilized in its products.
Any of these factors could adversely affect Intévdeisiness.

The Photonics Business does not yet generateisgmifrevenues from product sal

To date the activities of the Photonics Oaishave concentrated on the development of itsrnt@logy and prototype products that
demonstrate this technology. Revenues have beearedgarimarily from research and development carisréunded by the United States
Government and its contractors. The Company coasita develop standard Photonics products forteat@litary and commercial
customers. The Photonics Division will require gabsal further investment in sales and marketinggroduct development and in additional
production facilities to support the planned tréosito volume sales of Photonics products to amjitand commercial customers. There can
be no assurance that the Company will succeedesethctivities and generate significant salesadymets based on its Photonics technology.
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The sales of our Equipment products are dependestubstantial capital investment by our custom

The purchase of Intevac’s systems, along thighpurchase of other related equipment and figsilirequires extremely large capital
expenditures by our customers. These costs ane éacess of the cost of the Intevac systems albine magnitude of such capital
expenditures requires that our customers have satgdarge amounts of capital and that they bangilto invest that capital over long periods
of time to be able to purchase our equipment. Sofhoeir customers may not be willing, or able, takméhe magnitude of capital investment
required.

Rapid increases in areal density are reducing thmber of thi-film disks required per disk driv

Over the past few years the amount of dathdain be stored on a single thin-film computek tiss been increasing at approximately
100% per year. Although the number of disk drivesdpced has continued to increase each year, tivglyin areal density has resulted in a
reduction in the number of disks required per disite. TrendFocus, a market research firm spedamgin the disk drive industry, projects
that the number of thin-film disks used worldwidectined in 2001 from 2000 levels and are expeaeaérain at the same level in 2002.
Without a significant technological change or acr@ase in the number of disks required, Intevaisk equipment sales are largely limited to
upgrades of existing systems, rather than capegjignsion or system replacement.

Our competitors are large and well financed and petition is intense

Intevac experiences intense competition énEljuipment Division. For example, Intevac’s equépirproducts experience competition
worldwide from competitors including Anelva Corptiom, Ulvac Japan, Ltd. and Unaxis Holdings, L&h¢ch of which have sold substantial
numbers of systems worldwide. Anelva, Ulvac and)igall have substantially greater financial, téchh marketing, manufacturing and
other resources than Intevac. There can be noaassthat Intevac’s competitors will not develop@amcements to, or future generations of,
competitive products that will offer superior priseperformance features or that new competitolisnet enter Intevas markets and devel
such enhanced products.

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

Intevacs business is dependent on its intellectual prop
There can be no assurance that:

« any of Inteva’s pending or future patent applications will b@akd or that any of the allowed applications wélibsued as patents,
« any patent owned by Intevac will not be invalidatdéeemed unenforceable, circumvented or challenmye
* the rights granted under our patents will providepetitive advantages to Intevac,
e any of Inteva’s pending or future patent applications will baiexswith claims of the scope sought by Intevaat ll, or
» others will not develop similar products, duplichigevac s products or design around the patents ownedtbydn, o1
* patent rights, intellectual property laws or Inte's agreements will adequately protect Int¢ s intellectual property right:
Failure to adequately protect Intevac's iettlal property rights could have an adverse effpon Intevac’s business.
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From time to time Intevac has received cldihad it is infringing third parties’ intellectugloperty rights. There can be no assurance that
third parties will not in the future claim infringeent by Intevac with respect to current or futuagepts, trademarks, or other proprietary rit
relating to Intevac’s disk sputtering systems, lahel manufacturing equipment or other products; present or future claims, with or
without merit, could be time-consuming, result asty litigation, cause product shipment delayseguire Intevac to enter into royalty or
licensing agreements. Such royalty or licensingagrents, if required, may not be available on texoegptable to Intevac, or at all. Any of
the foregoing could have an adverse effect upavad's business.

Our operating results fluctuate significant

Over the last nine quarters Intevac’s oppeglidss as a percentage of net revenues has fltadtbatween approximately (59%) and (1%)
of net revenues. Over the same period sales peteqgirave fluctuated between $23.6 million and $Biion. Intevac anticipates that its se
and operating margins will continue to fluctuate. @result, period-to-period comparisons of itsiitef operations are not necessarily
meaningful and should not be relied upon as initinatof future performance.

Operating costs in northern California are hic

Intevac’s operations are located in SantazCl@alifornia. The cost of living in northern Galinia is extremely high, which increases both
the cost of doing business and the cost and dif§iaf recruiting new employees. Intevac’s opergtiesults depend in significant part upon
its ability to effectively manage costs and to ire&nd attract qualified management, engineerirgyketing, manufacturing, customer supy.
sales and administrative personnel. The failumturol costs and to attract and retain qualifietspnnel could have an adverse effect on
Intevac’s business.

Business interruptions could adversely affect ausibess

Intevac’s operations are vulnerable to intetion by fire, earthquake, power loss, telecommations failure and other events beyond our
control. Additionally, the costs of electricity andtural gas have increased significantly. AnyHertcost increases will impact the Company’
ability to achieve profitability.

A majority of our sales are to international custns

Sales and operating activities outside ofdhéed States are subject to inherent risks, ol fluctuations in the value of the United
States dollar relative to foreign currencies, fayifjuotas, taxes and other market barriers, paliind economic instability, restrictions on the
export or import of technology, potentially limitéutellectual property protection, difficulties étaffing and managing international operat
and potentially adverse tax consequences. Intesas @ significant portion of its revenue from intgional sales, and there can be no
assurance that any of these factors will not havadverse effect on Intevac’s business.

Intevac generally quotes and sells its prtglicUS dollars. However, in some cases, Inteecduoted and sold its products in Japanese
Yen. In those cases Intevac may enter into foreigrency contracts in an effort to reduce the dveisk of currency fluctuations to Intevac’s
business. However, there can be no assurancénthaffer and sale of products denominated in foreigrrencies, and the related foreign
currency hedging activities will not adversely affentevac’s results of operations.

Intevac’s two principal competitors for disputtering equipment are based in foreign counsmeshave cost structures based on foreign
currencies. Accordingly, currency fluctuations @baoause Intevac’s products to be more, or lesspetitive than its competitors’ products.
Currency fluctuations will decrease, or increastgvac’s cost structure relative to those of itsipetitors, which could impact Intevac’s
competitive position.
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Intevad's stock price is volatile

Intevac’s stock price has experienced bahiicant increases in valuation, and significaetigases in valuation, over short periods of
time. Intevac believes that factors such as anremeats of developments related to Intevac’s busjrfiegtuations in Intevac’s operating
results, failure to meet securities analysts’ etqu@mns, general conditions in the disk drive amd-film media manufacturing industries and
the worldwide economy, announcements of technotd@imovations, new systems or product enhancenisnitstevac or its competitors,
fluctuations in the level of cooperative developirending, acquisitions, changes in governmentglilgions, developments in patents or
other intellectual property rights and changesitevac’s relationships with customers and supptietdd cause the price of Intevac’s
Common Stock to continue to fluctuate substantidiiyaddition, in recent years the stock markejeneral, and the market for small
capitalization and high technology stocks in paitc, has experienced extreme price fluctuationghvhave often been unrelated to the
operating performance of affected companies. Arthese factors could adversely affect the markeemf Intevac’s Common Stock.

Intevac routinely evaluates acquisition candidaged other diversification strategie

Intevac has completed multiple acquisitioagart of its efforts to expand and diversify itsimess. For example, Intevac’s business was
initially acquired from Varian Associates in 19%ditionally, Intevac acquired its current gravitjprication, CSS test equipment and rapid
thermal processing product lines in three acqoisdti Intevac also acquired its RPC electron beameggsing business in late 1997, and
subsequently closed this business. Intevac intendsntinue to evaluate new acquisition candidatesdiversification strategies. Any
acquisition will involve numerous risks, includidgficulties in the assimilation of the acquirednepany’s employees, operations and
products, uncertainties associated with operatingeiv markets and working with new customers, aedobtential loss of the acquired
company’s key employees. Additionally, unanticipbéxpenses, difficulties and consequences maydogriad relating to the integration of
technologies, research and development, and adnative functions. Any future acquisitions may résu potentially dilutive issuance of
equity securities, acquisition related write-offelahe assumption of debt and contingent liabditieny of the above factors could adversely
affect Intevac’s business.

Intevac uses hazardous materic

Intevac is subject to a variety of governmkrggulations relating to the use, storage, digghahandling, emission, generation,
manufacture, treatment and disposal of toxic oewtise hazardous substances, chemicals, materialaste. Any failure to comply with
current or future regulations could result in sahsal civil penalties or criminal fines being imgew on Intevac or its officers, directors or
employees, suspension of production, alteratiagtsahanufacturing process or cessation of operatiSach regulations could require Intevac
to acquire expensive remediation or abatement ewgrip or to incur substantial expenses to complip eftvironmental regulations. Any
failure by Intevac to properly manage the use,afigpor storage of, or adequately restrict theassleof, hazardous or toxic substances could
subject Intevac to significant liabilities.

A majority of the Common Stock outstanding is ailgd by the directors and executive officers oévac.

Based on the shares outstanding on MarcBGIR, the current directors and their affiliated arecutive officers, in the aggregate,
beneficially own a majority of the outstanding sfsmof Common Stock. These shareholders, actinghtegeare able to effectively control all
matters requiring approval by the shareholdersitgiac, including the election of a majority of tlieectors and approval of significant
corporate transactions. The Company'’s officersdirettors also hold 7% of the outstanding Convéxtitotes.
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Item 3. Quantitative and Qualitative Disclosure About Market Risk

Interest rate riskThe table below presents principal amounts ande@laeighted-average interest rates by year of mityafor the
Company’s debt obligations.

Fair
2002 2003 2004 2005 2006  Beyond Total Value
(in thousands)
Long-term deb
Fixed rate — — $37,54¢ — — — $37,54¢ $20,69°
Average rate 6.5(% 6.5(% 6.5(% — — —

Foreign exchange riskrom time to time, the Company enters into foreigrrency forward exchange contracts to economidedijge
certain of its anticipated foreign currency tranigag translation and re-measurement exposuresoibjeetive of these contracts is to
minimize the impact of foreign currency exchange raovements on the Company’s operating resultd4atch 30, 2002, the Company did
not have foreign currency forward exchange cordgract
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PART Il. OTHER INFORMATION
ltem 1. Legal Proceedings

On June 12, 1996 two Australian Army BlacknteHelicopters collided in midair during nighttinmeaneuvers. Eighteen Australian
servicemen perished and twelve were injured. Tha@amy was named as a defendant in a lawsuit refatiis crash. The lawsuit was filed
in Stamford, Connecticut Superior Court on Junel®@9 by Mark Durkin, the administrator of the és¢aof the deceased crewmembers, the
injured crewmembers and the spouses of the deceaskaol injured crewmembers. Included in the saililsgations are assertions that the
crash was caused by defective night vision goggdles.suit names three US manufacturers of militégit vision goggles, of which Intevac
was one. The suit also names the manufactureegfitbt’'s helmets, two manufacturers of night visgystem test equipment and the
manufacturer of the helicopter. The suit claims dges for 13 personnel killed in the crash, 5 persbimjured in the crash and spouses of
those killed or injured. It is known that the Awdtan Army established a Board of Inquiry to invgate the accident and that the Board of
Inquiry concluded that the accident was not calmsedefective night vision goggles.

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

On June 12, 2001 the Company filed a compiaiSanta Clara County Superior Court, State dif@aia, against Intarsia Corporation.
The complaint related to Intarsia’s cancellatiormnforder for a customized sputtering system andlgodamages of at least $3.3 million. On
July 26, 2001 Intarsia filed a cross-complaint agathe Company in the Santa Clara County Sup&aarrt. On August 14, 2001, the
Company filed a demurrer to the cross-complaind, @m October 11, 2001, Intarsia filed an amendedszcomplaint. The amended cross-
complaint included allegations of fraud, negligamsrepresentation, breach of contract and breachanant of good faith and fair dealing,
and sought damages in the amount of $349,000 gili@nal relief as may have been deemed appr@pbiathe court. On February 1, 2002
the Company and Intarsia agreed to resolve theemdihe terms of the settlement did not materieffgct the Company'’s financial results.

Item 2. Changes in Securities
None.

Item 3. Defaults upon Senior Securities
None.

ltem 4. Submission of Matters to a Vote of Secity-Holders
None.
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Item 5.  Other Information
None.
Item 6. Exhibits and Reports on Form 8-K

(@) The following exhibits are filed herewith:

Exhibit
Number Description
3.2 Revised Bylaws of the Registre
10.1(C Compensation Package for Kevin Fairbairn, datedaign24, 200:

(b) Reports on Form-K:

None.
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SIGNATURES

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

INTEVAC, INC.

Date: April 26, 2002
By: /s/ KEVIN FAIRBAIRN

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

Date: April 26, 2002
By: /s CHARLES B. EDDY llI

Charles B. Eddy llI

Vice President, Finance and Administration,
Chief Financial Officer, Treasurer and Secretary
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX
Exhibit Description
3.2 Revised Bylaws of the Registre
10.1(C Compensation Package for Kevin Fairbairn, datedaign24, 2002
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OF

INTEVAC, INC.

Revised Bylaws Adopted February 8, 200
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BYLAWS
OF
INTEVAC, INC.
ARTICLE |
OFFICES

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

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

ARTICLE II
MEETINGS OF SHAREHOLDERS

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(a) The record date for determining shareholdetileshto notice of or to a vote at a meeting adustholders shall be at the close of business
on the business date next preceding the

-4-



day on which notice is given or, if notice is wadyat the close of business on the business daypneseding the day on which the meeting is
held.

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

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

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

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

These inspectors shall:

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

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

(d) Count and tabulate all votes or consents;



(e) Determine when the polls shall close;

(f) Determine the result; and

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

ARTICLE IV
COMMITTEES

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

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

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

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

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

ARTICLE V
OFFICERS

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

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

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

Section 4. REMOVAL AND RESIGNATION OF OFFICERS. Sett to the rights, if any, of an officer under arontract of employment,
any officer may be removed, either with or withoatise, by the Board of Directors, at any regulapecial meeting of the Board, or, except

-10-



in case of an officer chosen by the Board of Doesitby any officer upon whom such power of remawal be conferred by the Board of
Directors.

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

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

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

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

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

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

of cancellation of every certificate surrendereddancellation.

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

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

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

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

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

INDEMNIFICATION OF DIRECTORS, OFFICERS,
EMPLOYEES AND OTHER AGENTS

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

ARTICLE VIII
AMENDMENTS

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

Section 2. AMENDMENT BY DIRECTORS. Subject to thghts of the shareholders as provided in Sectiohthis Article VIII, Bylaws,
other than a Bylaw or an amendment of a Bylaw chnthe authorized number of Directors, may be sethpamended, or repealed by the
Board of Directors.
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EXHIBIT 10.10
[INTEVAC LETTERHEAD]
January 24, 2002

Mr. Kevin Fairbairn
106 Kennedy Court
Los Gatos, CA 95032

Dear Kevin

On behalf of Intevac (the "Company"), | am pleatedffer you the position of President and Chie&&uxtive Officer of the Company.
Speaking for myself, as well as the other membetiseoCompany's Board of Directors, we are all viemgressed with you and your
credentials and we look forward to your future ssscin this position.

The terms of your new position with the Companyseeforth below:

You will become the President and Chief Executizthe Company. As President and Chief Executivéc®ffyou will have responsibility for
the general management of the Company's busindsgoanwill report to the Board of Directors.

You will be paid a monthly base salary of $20,4d&fich is equivalent to $245,000 on an annualizesdsb& our salary will be payable
pursuant to the Company's regular payroll policguWill be eligible for an annual performance bonfisip to 200% of annual salary
predicated upon achieving specific goals and ohjest At the Company's election the bonus paid al&®#6 of salary may be paid in cash or
stock. The details of this bonus plan will be watlt jointly between you and the Board and agteexhnually within sixty (60) days after
approval of the years' annual operating plan. Reryear 2002 the understanding is that a bonu8%fWill be awarded at end of 2002
provided the company performance is reasonably gothddetails to be agreed by 4/1/02.

In addition, upon becoming an employee of the Camgpbwill recommend that the Board of Directorsugt you an option to purchase an
aggregate of 250,000 shares Intevac's common atak exercise price equal to the fair market vafube Common Stock on the date of the
grant, as determined by the Board of Directors.s€haption shares will vest at the rate of 1/5ttheftotal number of shares on the first
anniversary of your date of employment, and antamdil 1/60th of the total number of shares atehé of each one-month period thereafter.

In the event of a Change of Control after whictkeWaic stock would not exist (such as purchase oftimapany for cash) all options in this
grant that have not vested will immediately vest ba exercised.

In the event of a Change of Control after whicleWaic stock survives the employee may elect torréte unvested options or to accelerate
vesting with conditions like those in the "purchag¢he Company for cash" situation.

In the event of a Change of Control after whictcktim the acquiring company is exchanged for Intestack and the acquiring company
offers to provide an option in a different stockegfuivalent economic value the employee may eteattept the new stock options or
accelerate vesting with conditions like those & 'thurchase the Company for cash" situat



"Change of Control" means a merger or acquisitiothe@ Company in a transaction pursuant to whiehstmareholders of the Company
immediately prior to such transaction own less thiféy percent (50%) of the surviving entity in dutransaction, or sale of all or substantially
all of the assets of the Company.

In the event of the involuntary termination of yguasition as President and Chief Executive Offfoerany reason not involving good cause,
conditioned upon your execution of a waiver andasé of claims that is acceptable to the ComparyCbmpany will continue to pay your
base salary for twelve (12) months following suetmtination.

In the event of change of control where the busidks to not continue your position, the Compaillyoantinue to pay you an amount eq
to your base salary for twelve (12) months in ameg sum. In the event the buyer requests that gatirme as CEO or equivalent position a
contract will be established with the buyer requgrthem to pay you an amount equal to twice (24)nyeur annual salary after 12 months
employment.

You will be eligible to participate in the Compasigtandard benefits program, details of which kéllsent under separate cover.

This offer of employment is contingent upon (1) ysigning the Company's Employee Proprietary Infation Agreement, and (2) your
providing proof of your eligibility to work in th&).S.

Your employment with the Company will be on anwalt" basis, meaning that either you or the Compargy terminate your employment at
any time for any reason or no reason.

Kevin, we are all delighted to be able to extend s offer and look forward to working with you.
To indicate your acceptance of the Company's offiegse sign and date this letter in the spacegedbelow and return it to me.
Sincerely,

/'s/ NORMAN H. POND
Nor man H. Pond

Chai r man

Accepted and Agreed:

Signature: /s/ K P. FAI RBAI RN

Start Date: 24 Jan 02



[INTEVAC LETTERHEAD]

January 24, 2002

Kevin Fairbairn
Address
Los Gatos, CA

Dear Kevin,

Congratulations and welcome to Intevac. This isanfirm your acceptance with an immediate stare.das we discussed, it is important that
you become involved right away with some impor@atisions. | appreciate you devoting part of yametto Intevac until February 24, 20!
at which time, you will become a full-time employeéh Intevac.

Thank you again and welcome aboard.
Sincerely,

/'s/ NORM POND

NORM POND

End of Filing
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