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PART 1
The forward-looking statements included in thisartncluding, without limitation, statements caniag the words “believes”, “anticipates”
“estimates”, “expects”, “intends” and words of dianiimport, which reflect managemesnthest judgment based on factors currently kn
involve risks and uncertainties. Actual resultsidaliffer materially from those anticipated in teg®rwardiooking statements as a result
number of factors, including but not limited to fieodiscussed unde€Certain Factors Which May Adversely Affect Futurpeations Or A

Investment In Giga-tronics” in Item 1 below andtiem 7, “Management’s Discussion and Analysis”.

ITEM 1. BUSINESS

General

Giga-tronics Incorporated (Giga-tronics, or the @amy) includes the operations of the Gtgaaics Division and Microsource It
(Microsource), a wholly owned subsidiary. Giganics Division designs, manufactures and markeltsoad line of test and measuren
equipment used in the development, test and maintenof wireless communications products and systéiight navigational equipme!
electronic defense systems and automatic testistgisys. These products are used primarily in thegdeproduction, repair and maintena
of commercial telecommunications, radar, and ed@dtrwarfare equipment.

Gigatronics was incorporated on March 5, 1980. Its gpal executive offices are located at 4650 No@&snyon Road, San Ram
California, and its telephone number at that lagats (925) 328-4650.

Microsource develops and manufactures a broaddfn€lG (Yttrium, Iron, Garnet) tuned oscillators|térs and microwave synthesize
which are used by its customers in operational iegidns and in manufacturing a wide variety of migave instruments and devic
Microsource, originally located in Santa Rosa, foatia, was acquired by Gigasnics on May 18, 1998. In February, 2012, the Gany
announced the intention to relocate MicrosourahiéoCompany’s San Ramon facility. The relocatios wamplete as of May 31, 2013.

Gigatronics intends to broaden its product lines anghex its market primarily through internal develgmnof new products and, to a les
extent, through acquisition of other business iexstit

Industry Segments

The Company manufactures products used in testsumeaent and control. The Company has two repos@iggnents: Gigéonics Divisior
and Microsource.

Products and Markets

Gigatronics

The Gigatronics Division produces signal sources, genesasdod sweepers, and power measurement instrunoentsd in the microwave a
radio frequency (RF) range (10 kilohertz (kHz) tbdigahertz (GHz)). Within each product line aneuanber of different models and optis
allowing customers to select frequency range amdiapized capabilities, features and functions. €hduser markets for these products
be divided into three broad segments: commerdiettenmunications, radar and electronic warfare s€hiastruments are used in the de:
production, repair and maintenance and calibradfosther manufacturers’ products, from discrete ponents to complex systems.

The Gigatronics Division also produces switch modules, Bgaizers, and interface adapters that operateanindwidth from direct curre
(DC) to optical frequencies. These switch moduley tme incorporated within its customers’ automdéstl equipment. The enger marke!
for these products are primarily related to deferm@ronautics, communications, satellite and edeatrwarfare, commercial aviation ¢
semiconductors.

Microsource
The Microsource segment develops and manufacturbeoad line of YIG tuned oscillators, filters, &t components, and microw:

synthesizers, which are used by its customers @ratipnal applications and in manufacturing a wideiety of microwave instruments
devices. The end-user markets for these produetpranarily related to defense and commercial geros.




Sources and Availability of Raw Materials and Compaents

Substantially all of the components required bya3aignics to make its assemblies are available froomnenthan one source. The Comp
occasionally uses sole source arrangements tonoleailingedge technology or favorable pricing or supply &®rinut not in any mater
volume. In the Compang’opinion, the loss of any sole source arrangeiérats would not be material to its operations. 8@uppliers al
also competitors of Giga-tronics. In the event mpetitor-supplier chooses not sell its product&igatronics, production delays could oc
as the Company seeks new suppliers; or, the Conmgadgsigns components to its products.

Although extended delays in receipt of componergmfits suppliers could result in longer produdlivéey schedules for the Company,
Company believes that its protection against thisspility stems from its practice of dealing witlell-established suppliers and maintair
good relationships with such suppliers.

Patents and Licenses

The Companys competitive position is largely dependent uperaliility to provide performance specificationsitsrinstruments and syste
that (a) are easy to use and effectively and rgliateet customers’ needs and (b) selectively serpampetitorsspecifications in competil
products. Patents may occasionally provide somet-séon protection of proprietary designs. Howevergaase of the rapid progress
technological development in the Company’s indystoch protection is most often, although not akyaortived. Therefore, although t
Company occasionally pursues patent coverageaiegl major emphasis on the development of new pteduith superior performan
specifications and the upgrading of existing prasltoward this same end.

The Company’s products are based on its own designish are derived from its own engineering algiit If the Companyg new produt
engineering efforts fall behind, its competitivesjiimn weakens. Conversely, effective product demedent greatly enhances its compet
status.

The Company presently holds 31 patents. Some sethee critical to the Compamsydngoing business, and the Company intends teedy
maintain them. Capitalized costs relating to thestents were both incurred and fully amortized ptioMarch 27, 2011. Accordingly, the
patents have no recorded value included in the @Gowip fiscal years ending March 30, 2013 (“fiscall3") and March 31, 2012 f{scal
2012") consolidated financial statements.

The Company is not dependent on trademarks, lisems&anchises. It does utilize certain softwacerises in certain functional aspects
some of its products. Such licenses are readilifabla, non-exclusive and are obtained at eithecasi or for a relatively small fee.

Seasonal Nature of Business

The business of the Company is not seasonal.

Working Capital Practices

The Company generally strives to maintain adeqleatels of inventory and generally sells to cust@arar 30day payment terms in the U
and generally allows more time for overseas paysé€ngpically, the Company receives payment term8Mmfilays from its suppliers. T
Company believes that these practices are consistimtypical industry practices.

Importance of Limited Number of Customers

The Company is a supplier of microwave and RFitettuments to various United States (U.S.) govemntdefense agencies, as well ¢
their prime contractors. Management anticipatessstd U.S. government agencies and their primeaactots will remain significant in fisc
2014. U.S. and international deferrstéated agencies accounted for 58% and 57% of ales sn fiscal 2013 and 2012, respectiv
Commercial business accounted for the remaining 428643% of net sales in fiscal 2013 and 2012 ewtsely.

At the Giga-tronics Division, U.S. defense agenaed their prime contractoeccounted for 40% and 46% of net sales in fiscal328n(
2012, respectively. Microsource reported 91% arfhb 88 net sales from U.S. defense agencies and pphieiie contractors during fiscal y

2013 and 2012, respectively.

During fiscal 2013, one customer accounted for 30%e Companys consolidated revenues and was included in theosiiuirce segment.
second customer accounted for 12% of the Compayisolidated revenues during fiscal 2013 and walsidied in the Gigaronics Division






During fiscal 2012, one customer accounted for bf%he Companys consolidated revenues and was included in theosiiurce segment.
second customer accounted for 12% of the Compamyisolidated revenues during fiscal 2012 and welsdied in the Gigdronics Division.

In managemens opinion, the Company could experience a matadakrse effect on its financial stability if thesas a significant loss
either its commercial or defense customers.

The Company’s products are largely capital investsiéor its customers, and the Companlyélief is that its customers have economic ¢
in which capital investment budgets for the kindspmducts that the Company produces expand antrazdn The Company, therefa
expects that a major customer in one year willroftet be a major customer in the following yearcéwingly, the Compang’ net sales ai
earnings will decline if the Company is unableit@fnew customers or increase its business witbratkisting customers to replace declit
net sales from the previous yearhajor customers. A substantial decline in netssiom U.S. government defense agencies andphigie
contractors would also have a material adversetedie the Compang' net sales and results of operations unless egblag net sales from t
commercial sector.

Backlog of Orders

On March 30, 2013, the Comparmybacklog of unfilled orders was approximately 4,800 compared to approximately $3,839,000 at h
31, 2012. As of March 30, 2013, there were appretaty $638,000 of orders scheduled for shipmenbbéyne year. As of March 31, 20
there were no unfilled orders scheduled for shipnberyond one year. Orders for the Company‘oducts include program orders from |
the U.S. government and defense contractors withneled delivery dates. Accordingly, the backlogoafers may vary substantially fre
year to year and the backlog entering any singéetgumay not be indicative of sales for any per

Backlog includes only those customer orders forcWla delivery schedule has been agreed upon betiveg@ompany and the customer i
in the case of U.S. government orders, for whictdfng has been appropriated.

Competition

Gigatronics serves the broad market for electroniaimsentation with applications ranging from the desitest, calibration and maintena
of other electronic devices to providing sophigtichcomponents for complex electronic systems tmsystems capable of sorting
identifying high frequency communication signal&e$e applications cut across the commercial, indlisind military segments of the br¢
market. The Company has a variety of competitoesve&al of its competitors are much larger thanGoenpany and have greater resou
and substantially broader product lines. Otherommparable size with more limited product lines

Competition from numerous existing companies igrige and potential new entrants are expected tease. The Comparsg/instrumen
switch, oscillator and synthesizer products compéte Agilent, Anritsu, EADS, Aeroflex and Rohde 8chwarz. Many of these compar
have substantially greater research and developmentufacturing, marketing, financial, technologjigeersonnel and managerial resou
than Gigatronics. There can be no assurance that any prediesteloped by these competitors will not gain gremarket acceptance tt
any developed by Giga-tronics.

To compete effectively in this circumstance, thempany (a) places strong emphasis on maintainingladegree of technical competenc
it relates to the development of new products &edupgrading of existing products and (b) is higkdyective in establishing technolog
objectives. The Company does not attempt to comf@tmss the board’but selectively based upon its particular strengihd thi
competitors’ perceived limitations.

Specification requirements of customers in this keawvary widely. The Company is able to competedffering products that meet
customers particular specification requirements; by beirdieato offer certain product specifications at lowsst resulting from tf
Companys past production of products with similar speeifions; and by being able to offer certain prodypetcifications at a higher qua
level. All of these advantages are attributabléhts Companys continuing investment in research and developraadtin a highly traine
engineering staff.

The customer’s decision is most often based omdsé match of its particular requirements and thppBer’s operating specifications. In m
cases, attracting and retaining customers doeereqatre the Company to offer the best overall pobavuith respect to each of the custorser’
requirements, but rather the best product reldtvbe specifications that are most important sodhstomer.




When the opportunity involves custom solutions¢@iis not the only consideration. Satisfying thetomers specific requirements becor
more important and the Company believes it has mexeility in making modifications and enhancent®than its larger and more structt
competitors.

Sales and Marketing

Gigatronics and Microsource market their products thfowarious independent distributors and represeettto commercial ai
government customers for its instrument product d®it primarily direct on its switch and compongmbducts, although not necesse
through the same distributors and representatives.

Product Development

Products of the type manufactured by Gigarics historically have had relatively long pratliife cycles. However, the electronics indusst
subject to rapid technological changes at the comapblevel. The future success of the Company erldent on its ability to stead
incorporate advancements in component technologits its new products. In fiscal 2013, product depenent expenses tota
approximately $4,282,000 including noecurring engineering (NRE) costs. In fiscal 20p&yduct development expenses were $2,89:
including NRE costs.

Activities included the development of new produatsl the improvement of existing products. It isnagemens intention to mainta
product development at levels required to sustainampetitive position. The Compasyproduct development activities are funded intér
or through outside equity investment and are exgebas incurred.

Gigatronics expects to continue to make significantestments in research and development. There canobassurance that futt
technologies, processes or product developmentsatilrender Giga-tronics’ current product offesngbsolete or that Gigaenics will be
able to develop and introduce new products or er#raents to existing products that satisfy custoneeds in a timely manner or achi
market acceptance. The failure to do so could adWeaffect Giga-tronics’ business.

Manufacturing

The assembly and testing of Gitganics Division microwave synthesizers, RF and goweasurement products and its switching
connecting devices are done at its San Ramontfacilhe assembly and testing of Microsouscihe of YIG tuned oscillators, filters a
microwave synthesizers were done at its Santa Raslity, however as discussed more fully in ITEM-/MANAGEMENT'’S DISCUS!
AND ANALYSIS OR PLAN OF OPERATION, the Company colafed the process of moving the Microsource openatd its San Ramq
facility on May 31, 2013, after the reporting periended.

Environment

To the best of its knowledge, the Company is in plence with all Federal, state and local laws eegllations involving the protection
the environment.

Employees

As of March 30, 2013, Giga-tronics employed 90 widlials on a fulltime basis compared to 89 as of March 30, 2012.adgament believ
that the future success of the Company dependssability to attract and retain skilled personriéhne of the Compang’employees a
represented by a labor union, and the Company derssits employee relations to be good.

Information about Foreign Operations

The Company sells to its international customersuph a network of foreign technical sales repred@ organizations. All transactic
between the Company and its international custoareréin U.S. dollars.

Geographic Distribution of Net Sales

(Dollars in thousands) 201z 201z 201z 2012

Domestic $ 11,26( $ 10,55: 79.(% 80.(%
International 2,927 2,56: 21.(% 20.(%
Total $ 14,187 $ 13,11¢ 100.(% 100.(%

See Item 8, footnote 5 of the consolidated findrst@tements for further breakdown of internaticseles for the last two years.






ITEM 1A. RISK FACTORS

Business climate is volatile

The recent financial crisis/recession and contiremmhomic uncertainty represent a continued riskife Company and has resulted in de
of orders and/or cancellations. Giga-tronics hagaificant number of defengelfated orders. If the defense market demand desseactu
shipments could be less than projected shipmentsaviesulting decline in sales. The Compargdmmercial product backlog has a nur
of risks and uncertainties such as the cancellatiateferral of orders, dispute over performanae tiie Company ability to collect amoun
due under these orders. If any of these events pactal shipments could be less than projectgursints and revenues could decline.

On March 1, 2013 the Federal government proceswikras “Sequestration” went into effect requiringcamatic, indiscriminate across-the-
board budget cuts to government programs. Seqtiestsaill likely impact the way in which the govenent chooses to spend its money.
the effect Sequestration may have on Giga-trosicscertain.

Giga-tronics’ sales are substantially dependent othe wireless industry

Gigatronics sells directly or indirectly to customersdaequipment manufacturers in the wireless industityis industry continues
experience dramatic and rapid change. As suchbikmess that Gigenics records could decrease or existing recotmexklog could k&
deferred resulting in lower than projected shipraevitich may have a material adverse effect on tipgreesults.

Giga-tronics’ markets involve rapidly changing tecology and standards

The market for electronics equipment is charaateriay rapidly changing technology and evolving stdy standards. Gigaenics believe
that its future success will depend in part upanaibility to develop and commercialize its existimgpducts, develop new products
applications, and in part to develop, manufactung successfully introduce new products and protines with improved capabilities and
continue to enhance existing products. There canobassurance that Giganics will successfully complete the developmehturrent o
future products, or that such products will achievarket acceptance. The inability to develop neadpcts in a timely manner could hay
material adverse impact on operating performanddignidity.

Future liquidity is uncertain

Based on current levels of sales and expensedas®atl on management's forecast of operations inethiefuture, management believes
cash and cash equivalents remain adequate to meehtoperating needs. In addition, the Comparsydrdered into an agreement to r
approximately $858,000 additional capital as disedsin Note 15, Subsequent Events, which manageanéintpates will close in July 20!
The cash forecasts are based on projections thabmaay not be realized, and therefore actual caslge could be greater than projecte
this circumstance, to continue operating, the Campeould be required to either: earn additionahclasm operations; obtain additional d¢
sell additional securities; and/or obtain additiohands from other sources. If such additional wiegk capital is required, there are
assurances that such financing from debt or treecfaecurities will be available on favorable tertm the Company, if at all.

Giga-tronics’ common stock price is volatile

The market price of the Compasytommon stock could be subject to significanttflations in response to variations in quarterlyrapec
results, reduction in revenues or lower earningsnoreased losses and reduced levels of liquidiberwcompared to previous quarti
periods, and other factors such as announcememgstuiological innovations or new products by Gigerics or by competitors, governm
regulations or developments in patent or other fpetgry rights. In addition, the NASDAQ Capital Mat and other stock markets h
experienced significant price fluctuations in recgaars. Some of these fluctuations often have heeerlated to the reported opera
performance of the specific companies whose staokdraded. Broad market fluctuations, as well@segal foreign and domestic econo
conditions, may adversely affect the market pricéhe common stock.

Gigatronics stock at any time has historically tradedav volume on the NASDAQ Capital Market. Salesadfignificant volume of sto
could result in a decline of Giga-tronics’ share@r




Performance problems in Giga-tronics’ products or poblems arising from the use of its products togethr with other vendors’
products may harm its business and reputation

Products as complex as those Gigarics produces may contain unknown and undetedéetts or performance problems. For example
possible that a product might not comply with stépeid specifications under all circumstances. Iditazh, Giga-tronics’customers genera
use its products together with their own produatsl @roducts from other vendors. As a result, whesblems occur in a combin
environment, it may be difficult to identify thelsce of the problem. A defect or performance pnob&®uld result in lost revenues, incree
warranty costs, diversion of engineering and mamege time and effort, impaired customer relatiopshand injury to Giga-tronics’
reputation generally. To date, performance problanSiga-tronics’ products or in other products disegether with Giga-tronicgroduct:
have not had a material adverse effect on its leasirHowever, management cannot be certain thatexial adverse impact will not occul
the future.

Giga-tronics’ competition has greater resources

The Companys instrument, switch, oscillator and synthesizedpcts compete with Agilent, Anritsu, EADS, Aeroflend Rohde & Schwal
Many of these companies have substantially grestsearch and development, manufacturing, markefingncial, and technologic
personnel and managerial resources than @ayaes. These resources also make these compehiatter able to withstand difficult mar
conditions than the Company. There can be no asserthat any products developed by the competitdiisnot gain greater mark
acceptance than any developed by Giga-tronics.

Giga-tronics acquisitions may not be effectively itegrated and their integration may be costly

As part of its business strategy, Giganics may broaden its product lines and expasdniarkets, in part through the acquisition of ¢
business entities. Gigaenics is subject to various risks in connectidthvany future acquisitions. Such risks include pagn other things, tt
difficulty of assimilating the operations and parsel of the acquired companies, the potential dison of the Companyg business, ti
inability of management to maximize the financialdastrategic position of the Company by the sudaésacorporation of acquire
technology and rights into its product offeringg maintenance of uniform standards, controls,quoes and policies, and the potential
of key employees of acquired companies. No assaraan be given that any acquisition by Gigatics will or will not occur, that if ¢
acquisition does occur, that it will not materialharm the Company or that any such acquisition Wl successful in enhancing
Companys business. The Company currently contemplatesfaliate acquisitions may involve the issuance dfia@hal shares of comm:
stock. Any such issuance may result in dilutionatb Giga-tronics’ shareholders, and sales of such shares in sigmificalume by th
shareholders of acquired companies may depreggitteeof its common stock.

The Company has not made any acquisitions in teegewveral years.

ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable

ITEM 2. PROPERTIES

As of March 30, 2013, Giga-tronicgtincipal executive office and the marketing, saed engineering offices and manufacturing faesitiol
its microwave and RF signal generator and powersorement products are located in approximately 807 quare feet in San Ram
California, which the Company occupies under adesggeement expiring December 31, 2016.

Microsources manufacturing facilities for its YIG tuned osatbhrs, filters and microwave synthesizers were thgtan an approximate
33,400 square foot facility in Santa Rosa, Califarmvhich it occupied under a lease expiring May 3113. During the 2013 fiscal ye
Microsource operations were in the process of etlog to the Compang’ principal office in San Ramon, California. Aftére reportini
period, on May 31, 2013, the relocation was coneplahd the lease expired.

The Company believes that its facilities are adegjta its business activities.

ITEM 3. LEGAL PROCEEDINGS

As of March 30, 2013, the Company has no mategating legal proceedings. From time to time, Qigatcs is involved in various dispu
and litigation matters that arise in the ordinavyise of business.

ITEM 4. MINE SAFETY DISCLOSURES




Not Applicable




PART Il

ITEM 5. MARKET FOR COMMON EQUITY, RELATED SHAREHOLD ER MATTERS AND ISSUER REPURCHASES OF
EQUITY SECURITIES

Common Stock Market Prices

Giga-tronics’ common stock is traded on the NASD&gpital Market (formerly the NASDAQ Small Cap Matkasing the symbol “GIGA’
The number of record holders of the Compangdmmon stock as of March 30, 2013 was approxignat@00. The table below shows

high and low closing bid quotations for the comnstack during the indicated fiscal periods. Thesetafions reflect intedealer price
without retain mark-ups, mark-downs, or commissiod may not reflect actual transactions.

201z High Low 201z High Low
First Quarter (4/1-6/30 $ 1.21 $ 0.9z (3/27 -6/25. $ 28t $ 2.0z
Second Quarter (7/1 -9/29 1.8C 1.01 (6/26 -9/24 2.3(C 1.2¢
Third Quarter (9/30 -12/29 1.7 1.28  (9/25-12/31 1.6C 1.2¢
Fourth Quarter (12/30 -3/30 1.71 1.3 (/2 -3/31; 1.7¢ 1.13%

Gigatronics has not paid cash dividends in the pasthascho current plans to do so in the future, bElgethe best use of its available caj
is in the enhancement of its product position.

In fiscal year 2013 Gig#&onics issued 3,424.65 shares of Series C coblemireferred stock at no par value to Alara CagiMl II, LLC
(“Alara”) for $146 per share. Other than the shasssed to Alara, Gigronics has not issued any unregistered secudtiegpurchased a
of its securities during the past fiscal year.

In fiscal year 2012 Gig#ronics issued 9,997 shares of Series B conventit@éerred stock at no par value to Alara for $p20 share. Oth
than the shares issued to Alara, Giga-tronics bassaued any unregistered securities or repurchasg of its securities during fiscal 2012.

Equity Compensation Plan Information
The following table provides information on opticeasd other equity rights outstanding and availab&arch 30, 2013.

Equity Compensation Plan Information
No. of securities

remaining
available for
No. of securities future issuance
to be issued upon Weighted averac under equity
exercise of exercise price of compensation
outstanding outstanding plans (excluding
options, stock options, stock securities
awards, warrants awards, warrants reflected in
and rights (1) and rights column (a))
Plan Category (@) (b) (c)
Equity compensation plans approved by securityérslid 1,962,46¢ $2.0745 417,552
Equity compensation plans not approved by sechatglers - options 100,00C $1.180C n/a
Equity compensation plans not approved by sechaotgers 50,000 $0.000C n/a
Total 2,112 46¢ $1.983C 417,552

(1) Includes 246,125 shares issuable under the 20@k &iption Plan, 1,210,125 shares issuable unde2@b8& Equity Incentive Pla
100,000 shares issuable outside of the 2005 Enigntive Plan, and 506,219 warrants.

Issuer Repurchases

The Company did not repurchase any of its equityises during the fiscal year ended March 30,201
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ITEM 6. SELECTED FINANCIAL DATA

Pursuant to Item 301(c) of RegulatiorkS-the Company, as a smaller reporting compangptsrequired to provide the information requ
by this item.

ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

Overview

Gigatronics produces instruments, subsystems and gsmsitési microwave components that have broad egtjgits in both defen
electronics and wireless telecommunications. loaligyears 2013 and 2012 Giganics business consisted of two operating andrtig
segments: Giga-tronics Division and MicrosourcethBte Gigatronics Division and Microsource sell into the coamgial and governmen
defense markets.

In fiscal 2013 the Gig#onics Division saw decreases in new orders ales $eom the defense sector, due to less demandiatesd with tw
older product lines. One product line, a synthesised in the maintenance of defense communicagqnijpment (“SG VXI”),is no longe
manufactured. A second product, a family of switebdules associated the SCPM product line, wastedleéradyne in April 2013 (see Ni
15, Subsequent Events).

In fiscal 2013 Microsource saw increases in newerwdand sales from the defense sector associatedradar filter components used
existing military aircraft being retrofitted andwaenilitary aircraft being manufactured.

In fiscal 2013 the commercial market orders for @igatronics Division were relatively even when compatediscal 2012. Commerci
sales for Microsource increased during fiscal 2@h&n compared to fiscal 2012.

Fiscal 2013 saw a continuation of losses for thenamy. As part of the effort to improve the Compganiyture operating performance,
Company reduced costs and expenses, except ineenigig. In engineering the Company increased exgsetts develop a new prod
platform that is currently scheduled to be reledndtie second half of fiscal 2014.

The Company business is highly dependent on gowvenhspending in the defense electronics sectooarttie wireless telecommunicatis
market. The Company continues to monitor costdudicg personnel, facilities and other expensesntwe appropriately align costs w
revenues.

Results of Operations

New orders by segment are as follows for the figears endec

Allocation of New Orders by Segment % change

201: 201z

VS, VS,

(Dollars in thousands) 201z 201z 201z 2011
Gigatronics Division
Commercial $ 516( $ 5,267 (2%) (52%)
Government / Defense 3,85z 6,03¢ (36%) 68%
Total Giga-tronics Division $ 9,01 $ 11,30¢ (20%) (23%)
Microsource
Commercial $ 464 $ 382 21% 15%
Government / Defense 8,21°F 1,61¢ 407% 30%
Total Microsource $ 8,67¢ $ 2,001 334% 27%
Total $ 17,69 $ 13,30¢ 33% (18%)

New orders received in fiscal 2013 increased 33%l{5,692,000 from the $13,306,000 received in figb42. The increase is primarily ¢
to a $6,596,000 increase in Microsource defensersrdssociated with radar filter components usedefisting military aircraft beir
retrofitted and new military aircraft being manufaed. This was partially offset by a $2,185,00@rdase in Gigaronics Division defens
orders, primarily from a decrease of switch modalesociated with the older SCPM product line thas wold to Teradyne in April 2013 (
Note 15, Subsequent Eveni
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New orders received in fiscal 2012 decreased 18%4 306,000 from the $16,182,000 received in fi26d1. The decrease is primarily
to a $5,736,000 reduction in Giganics Division commercial orders driven by a daseein test equipment orders from a major cons
electronics and smart phone manufacturer. Thispaatially offset by a $2,438,000 increase in Gigaics Division military orders, primari
due to orders for switch modules of the older SQitbdtuct line, and additional orders from an entifefouy of the SG VXI.

The following table shows order backlog and relatdédrmation at fiscal year-end:

Backlog % change
201z 2012
Vs, Vs,
(Dollars in thousands) 201z 201z 2012 2011
Backlog of unfilled orders $ 7,342 $ 3,83¢ 91% 5%
Backlog of unfilled orders shippable within one yea 6,70¢ 3,83¢ 75% 15%
Long term backlog reclassified during year as skl within one year 2,16z 1,64¢ 31% 47%

The increase in backlog at year-end 2013 of 91%wiasarily due to orders received from Microsoudsfense orderassociated with rad
filter components.

The increase in backlog at year-end 2012 of 5% pviasarily due to orders received for both Giganics Division switch module and frc
Microsource defense radar filter component orders.

The allocation of net sales was as follows forfibeal years shown:

Allocation of Net Sales % change
201z 2012
VS, VS,
(Dollars in thousands) 201z 201z 201z 2011
Commercial $ 6,01C $ 5,67: 6% (51%)
Government / Defense 8,171 7,44 1C% (21%)
Total $ 14,187 $ 13,11¢ 8% (38%)

The allocation of net sales by segment was aswsllior the fiscal years shown:

Allocation of Net Sales by Segment % change

201: 201z

VS, VS,

(Dollars in thousands) 201z 2012 201z 2011
Gigatronics Division
Commercial $ 559 $ 5,35¢ 5% (48%)
Government / Defense 3,78¢ 5,14¢ (26%) 40%
Total Giga-tronics Division $ 9,38t $ 10,50: (11%) (25%)
Microsource
Commercial $ 414 $ 31¢ 3C% (76%)
Government / Defense 4,38¢ 2,29t 91% (60%)
Total Microsource $ 4,80: $ 2,61: 84% (63%)
Total $ 14,187 $ 13,11¢ 8% (38%)

Net sales in fiscal 2013 were $14,187,000, an 8ease from $13,116,000 of net sales in fiscal 28i2rosource sales increased 849
$2,189,000 primarily due to increased defense salased by the fulfillment of radar filter compobhenders. Sales at Gigesnics Divisior
decreased 11% or $1,118,000 primarily due to layeéense sales caused by the SG VXI product eriéeof |
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Fiscal 2012 net sales were $13,116,000, a 38% aseifeom the $21,029,000 of net sales in 2011.dBoeease in sales was primarily du
lower commercial shipments. Sales at Gigarics Division decreased 25%, or $3,443,000, arily due to the decrease in orders fro
major consumer electronics and smart phone manu&ctMicrosource sales decreased by $4,470,008gpity due to a gap in 2012 betw:
the initial deliveries of beta radar filter compatgeto a customer, which mainly occurred in fi2@l 1, and the delivery of production unit
the same customer that began to increase in 26d:3.

The allocation of cost of sales by segment wasksifs for the fiscal years shown:

Cost of Sales by Segment % change
201: 201z
VS, VS,
(Dollars in thousands) 201z 201z 201z 2011
Giga-tronics Division $ 5727 $ 6,99( (18%) (10%)
Microsource 2,98: 2,99¢ 0% (31%)
Total $ 8,71C % 9,98¢ (13%) (17%)

In fiscal 2013, cost of sales decreased 13% tol880D0 from $9,986,000 in fiscal 2012. The decréageimarily due to a $1,549,000 exc
and obsolete inventory reserve charge in fiscaR2@wich is discussed below, which was partiallisef by increased costs associated
the fiscal 2013 increase in sales.

In fiscal 2012, cost of sales decreased 17% to8890@0 from $12,100,000 in fiscal 2011, driven giily by lower sales volume at both
Giga-tronics Division and Microsource, which wastjadly offset by increases in cost of sales ahb@tga-tronics Division and Microsource

from $1,549,000 in excess and obsolete invent@gries including reserves established on endeoplibducts.

Operating expenses were as follows for the fiseary shown:

Operating Expenses % change
201: 201z
VS, VS,
(Dollars in thousands) 201z 201z 2012 2011
Engineering $ 4,28: $ 2,89: 48% 34%
Selling, general and administrative 4,97¢ 6,054 (18%) 2%
Restructuring 41€ 31 124&% 10(%
Total $ 9,67¢ $ 8,97¢ 8% 11%

Operating expenses increased $698,000 in fiscaB 20&r 2012 due to an increase of $1,389,000 innergng expenses that inclt
$829,000 in product development costs associatéd wonstructing prototype and beta test units of new product platform, a
restructuring costs of $387,000 (see below). Tlas partially offset by a $1,078,000 reduction iltirsg general and administrative expen
primarily related to personnel reductions of $386,0lower sales commission expense of $275,000taduecreased non commissione
Microsource sales, and $138,000 less in marketiograms. The Company plans to aggressively investsi new product platform k
anticipates a future reduction in operating costseothe planned move of the Microsource operattomfSanta Rosa to San Ramo
completed in fiscal 2014. The Company recorded §BIDof share based compensation expense in 46443

Operating expenses increased $892,000 in fisca? 0&r 2011 due to an increase of $734,000 in miodevelopment expenses excluc
NRE costs and an increase of $158,000 in selliagempl and administrative expense. The increapeoiiuct development expenses is du
a more aggressive investment in instrument produnotdiscal year 2012 Gigaonics strengthened marketing activities with avnéice
President of Marketing along with increased trared spending on advertising. The increase in gglijeneral and administrative expense
result of higher marketing expense of $255,000hd&igcommission expense of $96,000 offset by lovaeninistrative expense of $193,0
The Company recorded $289,000 of share based caaipemexpense in fiscal 2012.

In the fourth quarter of fiscal 2012, Gigamnics made the decision to move ahead with tleeation of its Santa Rosa, CA operation into
facility in San Ramon, CA. The Company expects avesapproximately $500,000 annually in facilitpsts once the consolidatior
completed. The Company announced its intentiorsriployees in February, 2012 and entered into empoy agreements with all key Se
Rosa employees to retain the talent needed toreenshipments during the transition and to helpenthe new operation in San Ramon
run smoothly.
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The major types of cost associated with this mawkestimates of their respective total costs afelkmsvs:

Type of cost (In thousands)

Retention agreements for employees $ 50€
Preparation of San Ramon facility 11z
Training of San Ramon employees 4
Moving expenses 26
Clean-up of Santa Rosa facility 67
Total $ 71€

Of the total estimated expense, $418,000 was erpetsring fiscal 2013. A prorated portion of theergion agreements (73%) and a poi
of the preparation of the San Ramon facility (39%Yye been accrued for as of March 30, 2013. Duistgl 2012, $31,000 was expen
related to the retention agreements. The balantleeofestructuring costs will be expensed throdghthird quarter of fiscal year 2014. -
Company vacated its Santa Rosa facility in May@f2

Net interest expense in fiscal 2013 was $16,000nenease of $14,000 over fiscal 2012 and was dumitrowings under the Compé's line
of credit.

Net interest expense in fiscal 2012 was $2,000rehdnterest income in fiscal 2011 was $4.,(

Giga-tronics recorded a pretax loss of $4,204,@dGi$cal year 2013 versus pretax loss of $5,85Df00 fiscal year 2012. The lower ptax
loss in fiscal 2013 compared to fiscal 2012 wasprily due to increased sales and lower sellingegd & administrative expenses wt
was partially offset by increased engineering espsmelated to new product development and inadeaggenses related to the restructu
Giga-tronics recorded a pre-tax loss of $5,850f00@iscal year 2012 versus ptax income of $847,000 for fiscal year 2011. Theslbefor
income taxes in fiscal 2012 was primarily due ttearease in sales volume and an increase in apgtpenses primarily associated witl
increase in R&D efforts in fiscal 2012.

Inventories consist of the following:

Net Inventories % chang
201:

March 30, March 31, Vs,

(Dollars in thousands) 201z 201z 201z
Raw materials $ 2,157 $ 2,31: (7%)
Work-in-progress 2,04¢ 1,651 24%
Finished goods 50 241 (79%)
Demonstration inventory 304 49t (39%)
Total $ 4,56( $ 4,70C (3%)

Net inventories decreased by $140,000 at March2803 compared to March 31, 2012 and was primatly th lower levels of long le
items and lower safety stock.

Financial Condition and Liquidity
As of March 30, 2013, Giga-tronics had $1,882,000ash and cash-equivalents, compared to $2,3659000March 31, 2012.

Working capital at the end of fiscal year 2013 $8s267,000 as compared to $6,568,000 at the efidoafl year 2012. The current rati
(current assets divided by current liabilities)Merch 30, 2013 was 1.61 as compared to 4.14 atMat¢ 2012. The decrease in work
capital and current ratio was primarily attributahbd the operating loss in fiscal 2013.

Cash used in operating activities amounted to L08® in fiscal 2013 and $806,000 in fiscal 201askCused in fiscal year 2013 opera
activities was primarily attributed to the net la¥s$4,206,000 for the year which was partiallyseff by a $2,271,000 increase in defe
revenue associated with the Company progressdiflinustomer for contracted milestones completetdbéfore final delivery of the finish
product. Cash used in operating activities in figesar 2012 of $806,000 was primarily attributedthie net loss of $5,852,000 for the y
which was partially offset by a $4,510,000 decre#s#ccounts receivable associated with collections
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Additions to property and equipment were $349,00€scal 2013, of which $170,000 were related tpitzd lease obligations, comparec
$214,000 in fiscal 2012, of which $31,000 were telato capital lease obligations. The increaserap@rty and equipment in fiscal 2013
attributable to new engineering projects. The iaseein property and equipment in fiscal 2012 was @uan upgrade of manufactur
equipment required for certain new products.

Cash provided by financing activities in fiscal y@813 $1,264,000 was primarily due to $857,00@roceeds from the Compasyline o
credit with Silicon Valley Bank and $457,000 in nebceeds from the issuance of Series C convenil#éerred stock. Cash provided
financing activities in fiscal 2012 was primarilye to $1,997,000 in net proceeds from the issuah&eries B convertible preferred st
shares and from the sale of common stock in corarewtith the exercise of stock options.

The Company has incurred net losses of $4,206,0G3¢al 2013, and $5,852,000 in fiscal 2012. Theselosses have contributed tc
accumulated deficit of $14,278,000 at March 30,204nd elevate a cause for concern regarding thmp@oys future. To address tl
concern Management has taken numerous actionewidpradditional working capital over the next tweemonths, and reduce the costs
expenses going forward. On March 18, 2013 the Compmtered into an Asset Purchase agreement withdyee Inc. (“Teradyng;
whereby Teradyne agreed to purchase the @aaes Division product line known as SCPM for @0,000. The $1,000,000 for SCPN
payable over the first nine months of fiscal 20%ée( Note 15, Subsequent Events). To ensure the &gntpas the ability to contin
borrowing over the next two fiscal years, on Juhe2013 the Company extended its line of credimnftoctober 12, 2012 to April 15, 20.
and increased the maximum advances associatedhgitiompanys accounts receivable from $2,000,000 to $3,000(66€ Note 12, Line
Credit). Using the terms pursuant to the new liheredit, management estimates $152,000 of additibarrowing capacity would have bt
available as of March 30, 201Bo provide additional working capital for operatioron June 27, 2013 the Company entered into Siec
Purchase Agreement (“SPA”") with Alara Capital AV] LLC, a Delaware limited liability company (théntestor”). Under the terms of tl
SPA, the Company will sell to the Investor 5,111sB@ires of a new Series D Convertible Voting Perddereferred Stock and warrant:
purchase up to 511,186 additional shares of constark at the price of $1.43 per share for approtetye$858,000 in proceeds at the clo:
of the transaction, which is anticipated to beuly 2013 (see Note 15, Subsequent Events).

To assist with the upfront purchases of inventaguired for future product deliveries, the Compé#&mag entered into advance payn
arrangements with a large customer, whereby thtomes reimburses the Company for raw material paseb prior to the shipment of
finished products. In fiscal 2013 these advancenmmmts totaled approximately $2,300,000. In fiscal£ the Company has currer
contracted approximately $1,300,000, and will ssiekilar terms with future agreements with the Costg and other customers. On May
2013 the Company completed the consolidation ofSasta Rosa, California facility into its headgaestin San Ramon, California. 1
Company expects to save approximately $500,000alyrin facility costs, plus the Company expectsestoperational efficiencies associz
with having the majority of the company at one tama Management also plans to further increaseatipmal efficiencies by continuing
work down product inventories that are on hand atd{ 30, 2013, and paid for. In addition, Managemeét continue to review all aspe«
of the business in an effort to reduce costs ampeeses, while continuing to invest in new produstedopment for future revenue strea
Management believes that through these effort<Citiapany will have the working capital required tmtinue its operations through fis
2014.

There are also no assurances that we will not dpgined to seek additional working capital througdibtor equity offerings. If such additiol
working capital is required, there are no assuranicat such financing will be available on favoeatd#rms to the Company, if at all, tho
we have been successful in the past in obtainiadetvels of capital needed to continue operationkskelieve that we would be able to d«
if necessary through fiscal 2014.

Contractual Obligations

The Company leases various facilities under opagdéases that expire through December 2016. Ttiale minimum lease payments ur
these leases amount to approximately $2,550,000.

The Company leases equipment under capital lehaegxpire through August 2015. The future minimease payments under these le
amount to approximately $170,000.

The Company is committed to purchase certain irargminder non-cancelable purchase orders. As o£tM30, 2013, total nomancelabl

purchase orders were approximately $1,027,000 girdigcal 2014 and are scheduled to be deliveréedgdCompany at various dates thra
February 2014.
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Critical Accounting Policies

The Companys discussion and analysis of its financial conditand the results of operations are based uportdhsolidated financi
statements included in this report and the datd ts@repare them. The consolidated financial statés have been prepared in accord
with accounting principles generally accepted ia thnited States of America and management is requo make judgments, estimates
assumptions in the course of such preparation. Simamary of Significant Accounting Policies includetdth the consolidated financ
statements describes the significant accountingipeland methods used in the preparation of timsamated financial statements. Or
ongoing basis, the Company egaluates its judgments, estimates and assumpiiteiading those related to revenue recognitiomdpc
warranties, allowance for doubtful accounts, vatrabf inventories, valuation allowance on defertad assets, product development ¢
and share based compensation. The Company bagedgitsent and estimates on historical experienaewkedge of current conditions, &
its beliefs of what could occur in the future calesing available information. Actual results majfati from these estimates under diffel
assumptions or conditions. Management of Giga-thas identified the following as the Companyiaal accounting policies:

Revenue Recognition

Revenues are recognized when there is evidence afrangement, delivery has occurred, the pri¢ixaésl or determinable, and collectabi
is reasonably assured. This generally occurs wiedugts are shipped and the risk of loss has pa&dnue related to products shig
subject to customersvaluation is recognized upon final acceptance.eRe& recognized under the milestone method is réoed) onc
milestones are met. Determining whether a milesiengubstantive is a matter of judgment and thaessment is performed only at
inception of the arrangement. The considerationeghfrom the achievement of a milestone must nikef the following for the milestone
be considered substantive:

a. It is commensurate with either of the following:
1. The Company’s performance to achieve the mitesto
2. The enhancement of the value of the deliveredh ibr items as a result of a specific outcome tiesufrom the Company
performance to achieve the milestone.
b. It relates solely to past performance.
c. It is reasonable relative to all of the delivdes and payment terms (including other potentidéstone consideration) within t
arrangement.

Milestones for revenue recognition are agreed upitih the customer prior to the start of the cortraed some milestones will be tiec
product shipping while others will be tied to desigview.

On certain contracts with one of the Comparsignificant customers the Company receives paigrieradvance of manufacturing. Advan
payments are recorded as deferred revenue untiettemue recognition criteria described above leas lmet.

Product Warranties

The Companys warranty policy generally provides one to threarg of coverage depending on the product. The @oyngecords a liabilit
for estimated warranty obligations at the date potsl are sold. The estimated cost of warranty ameiis based on the Compamgctue
historical experience with its current produotssimilar products. For new products, the requinegkrve is based on historical experienc
similar products until sufficient historical data has beetlected on the new product. Adjustments are naxl@ew information becorr
available.

Accounts Receivable

Accounts receivable are stated at their net rdalizaalues. The Company has estimated an allowBorcencollectible accounts based
analysis of specifically identified problem accanbutstanding receivables, consideration of the @fgthose receivables, the Company’
historical collection experience, and adjustmeatsther factors management believes are necelsaaeg on perceived credit risk.

Inventory

Inventories are stated at the lower of cost or ®iarlCost is determined on a first-in, fimit basis. The Company periodically revir
inventory on hand to identify and write down excesd obsolete inventory based on estimated pratkroaind.
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Income Taxes

Income taxes are accounted for using the assetlialility method. Deferred tax assets and lialgiitare recognized for the future
consequences attributable to differences betweefirtancial statement carrying amounts of existisgets and liabilities and their respec
tax bases and operating loss and tax credit cawgfols. Deferred tax assets and liabilities arasueed using enacted tax rates expect
apply to taxable income in the years in which thieseporary differences are expected to be recoveregttled. The effect on deferred
assets and liabilities of a change in tax ratagd®gnized in income in the period that includes ¢hactment date. Future tax benefit:
subject to a valuation allowance when managemamasle to conclude that its deferred tax assdtsneire likely than not be realized. T
ultimate realization of deferred tax assets is ddpat upon generation of future taxable incomendutihe periods in which those tempoi
differences become deductible. Management corssileth positive and negative evidence and tax plgnstrategies in making t
assessment.

The Company considers all tax positions recogniadtie consolidated financial statements for thelihood of realization. When tax retu
are filed, it is highly certain that some positidaken would be sustained upon examination bydRimg authorities, while others are suhb
to uncertainty about the merits of the positiorietaor the amounts of the positions that would lienately sustained. The benefit of a
position is recognized in the financial stateméntthe period during which, based on all availadli&dence, management believes it is r
likely than not that the position will be sustainggon examination, including the resolution of agdpeor litigation processes, if any. 1
positions that meet the more-likely-thaot recognition threshold are measured as the sar@mount of tax benefit that is more thar
percent likely of being realized upon settlementhwhe applicable taxing authority. The portiontled benefits associated with tax posit
taken that exceeds the amount measured as desetioee, if any, would be reflected as unrecognizedbenefits, as applicable, in
accompanying consolidated balance sheets alongamittassociated interest and penalties that waallglyable to the taxing authorities u
examination. The Company recognizes accrued sttened penalties, if any, related to unrecognized bienefits as a component of
provision for income taxes in the consolidatedestaints of operations.

Share Based Compensation

The Company has a stock incentive plan that prevfde the issuance of stock options and restristedk to employees and directors.

Company calculates share based compensation expsimgg a Black-Scholesterton option pricing model and records the faitueaof
awards expected to vest over the requisite sepgcded. In so doing, the Company makes certaindssyimptions in making estimates use
the model. The Company believes the estimates wgkith are presented in Note 1 of Notes to Conatdid Financial Statements,

appropriate and reasonable.

Off-Balance-Sheet Arrangements

The Company has no other off-balarsteset arrangements (including standby letters edigrguaranties, contingent interests in tranef
assets, contingent obligations indexed to its otatksor any obligation arising out of a variabléeirest in an unconsolidated entity
provides credit or other support to the Companly3t thave or are likely to have a material effectitsnfinancial conditions, changes

financial conditions, revenue, expense, resultspefrations, liquidity, capital expenditures or ¢alpiesources.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

Not applicable
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CONSOLIDATED BALANCE SHEETS

(In thousands except share data) March 30, 201: March 31, 201
Assets
Current Assets
Cash and cash equivalents $ 1,88, $ 2,36¢
Trade accounts receivable, net of allowance of#85$96, respectively 1,66¢ 1,27(
Inventories, net 4,56( 4,70C
Prepaid expenses and other current assets 501 32¢
Total current assets 8,60¢ 8,66:

Property and equipment

Leasehold improvements 60¢ 58¢
Machinery and equipment 15,74: 15,57¢
Office furniture and fixtures 78€ 78€
Total property and equipment 17,13¢ 16,941
Less accumulated depreciation and amortization 16,38¢ 16,33¢
Property and equipment, net 751 611
Other assets - 16
Total assets $ 9,36 $ 9,29(

Liabilities and shareholders' equity
Current liabilities

Line of credit $ 577 % -
Accounts payable 78¢€ 613
Accrued commission 93 12¢
Accrued payroll and benefits 1,047 73¢
Accrued warranty 114 21C
Deferred revenue 2,27¢ 7
Deferred rent 81 59
Capital lease obligations 66 20
Other current liabilities 29€ 31€
Total current liabilities 5,34: 2,09t
Long term obligation - Line of credit 28C -
Long term obligation - Deferred rent 341 43:
Long term obligation - Capital lease 89 15
Total liabilities 6,052 2,54:

Commitments and contingencies - -

Shareholders' equity:
Convertible Preferred stock of no par value;
Authorized - 1,000,000 shares
Series A - designated 250,000 shares; 0 sharea@hN30, 2013 and March 31, 2012 issue
and outstanding - -
Series B - designated 10,000 shares; 9,997 shiakésreh 30, 201&nd March 31, 2012 issu

and outstanding; (liquidation preference of $2,309) 1,997 1,997
Series C - designated 3,500 shares; 3,424.65 shiakégrch 30, 2013 and 0 shares at Marc
31, 2012 issued and outstanding; (liquidation pezfee of $500) 457 -

Common stock of no par value;
Authorized - 40,000,000 shares; 5,029,747 sharkmath 30, 2013 and March 31, 2012 issut

and outstanding 15,13 14,82
Accumulated deficit (14,279 (10,079
Total shareholders' equity 3,30¢ 6,741
Total liabilities and shareholders' equity $ 9,36( $ 9,29(

See Accompanying Notes to Consolidated Financial Satements
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(In thousands except per-share data)

CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended

March 30, 201:

March 31, 201

Net sales $ 14,187 $ 13,11¢
Cost of sales 8,71( 9,98¢
Gross margin 5,47 3,13(
Operating expenses

Engineering 4,28z 2,89¢

Selling, general and administrative 4,97¢ 6,054

Restructuring 41¢€ 31
Total operating expenses 9,67¢ 8,97t
Operating loss (4,199 (5,849
Other income 11 -
Interest expense, net (16) (2
Loss before income taxes (4,209 (5,850)
Provision for income taxes 2 2
Net loss $ (4,200 $ (5,852
Loss per common share - basic $ (0.89 $ (1.19)
Loss per common share - diluted $ (0.89 $ (1.17)
Weighted average common shares used in per shardaaation:

Basic 5,03( 5,012

Diluted 5,03( 5,012

See Accompanying Notes to Consolidated Financial Satements
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Preferred Stock Common Stock Accumulate:

(In thousands except share data) Share Amoun Share Amoun Deficit Total
Balance at March 26, 2011 - $ - 499415 $ 1448 $ (4,220 $ 10,26¢
Net loss (5,857 (5,852)
Share based compensation - - - 28¢ - 28¢
Stock issuance under stock options
plans - - 35,59( 48 - 48
Series B preferred stock issuanaet of

offering costs of $202 9,997 1,997 - - - 1,997
Balance at March 31, 2012 9,99 1,997 5,029,74 14,82: (10,079 6,741
Net loss (4,206 (4,20¢)
Share based compensation - - - 31C - 31C
Series C preferred stock issuanuet of

offering costs of $43 3,42¢ 457 - - - 457
Balance at March 30, 2013 13,42 $ 2,45¢ 5,029,74 $ 15,13 §$ (14,279 $ 3,30¢

See Accompanying Notes to Consolidated Financial Satements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands except share data)

Years Ended
March 30, 201: March 31, 201

Cash flows from operating activities:

Net loss $ (4,200 $ (5,857)
Adjustments to reconcile net loss to net cash usegerations:
Net provision for doubtful accoun (53 (14¢)
Net provision for excess and obsolescence invel - 1,54¢
Depreciation and amortization 20¢ 13z
Share based compensation 31C 28¢
Change in deferred rent (70 43
Change in other assets 16 -
Changes in operating assets and liabilities:
Trade accounts receivable (349 4,51C
Inventories 14C (863%)
Prepaid expenses and other current assets a79) 92
Accounts payable 17E (359)
Accrued commissions (36) (20
Accrued payroll and benefits 30¢ 284
Accrued warranty (96) 10
Income taxes payable - (30
Deferred revenue 2,271 (579
Other current liabilities (20 12¢
Net cash used in operating activities (1,569 (80€)
Cash flows from investing activities:
Purchases of property and equipment (179 (183
Net cash used in investing activities (179 (189
Cash flows from financing activities:
Payments on capital leases (50 (99
Proceeds from line of credit 1,552 =
Repayments of line of credit (695) -
Proceeds from exercise of stock options - 48
Proceeds from issuance of preferred stock, nebekoffering costs 457 1,997
Net cash provided by financing activities 1,26¢ 1,94¢
(Decrease) increase in cash and cash equivalents (489 957
Beginning cash and cash equivalents 2,36t 1,40¢
Ending cash and cash equivalents $ 1,88, % 2,36
Supplementary disclosure of cash flow information:
Cash paid for income taxes $ 2 $ 2
Cash paid for interest 17 2
Supplementary disclosure of noncash financing actities:
Equipment acquired under capital lease $ 17C $ 31

See Accompanying Notes to Consolidated Financial Satements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT?

1 Summary of Significant Accounting Policies

The Company The accompanying consolidated financial statemiactade the accounts of Giga-tronics Incorporaté&lda-tronics”)and it
wholly-owned subsidiary, Microsource Incorporatétitrosource”), collectively the “Company”. The Cgany’s corporate office al
manufacturing facilities are located in Northerrifdenia. Gigatronics and its subsidiary company design, manufacand market a bro
line of test and measurement equipment used idévelopment, test, and maintenance of wireless aamuations products and syste
flight navigational equipment, electronic defengstems, and automatic testing systems. The Comaksoymanufactures and markets a
of test, measurement, and handling equipment useithd manufacturing of semiconductor devices. Thn@anys products are sc
worldwide to customers in the test and measuremetitsemiconductor industries. The Company currdvets/no foreigribased operations
material amounts of identifiable assets in foreggantries. Its gross margins on foreign and doroesties are similar, and all n€hS. sale
are made in U.S. dollars.

Principles of Consolidation The consolidated financial statements include twants of Giga-tronics and its whollgwned subsidiary. A
significant intercompany balances and transacti@ve been eliminated in consolidation.

Basis of Presentation The Company has incurred net losses of $4,206/9@6aal 2013, and $5,852,000 in fiscal 2012. Thestdosses ha
contributed to an accumulated deficit of $14,278,80 March 30, 2013, and elevate a cause for cormegrarding the Compargy/future. T
address this concern Management has taken numactioss to provide additional working capital otee next twelve months, and red
the costs and expenses going forward. On March20&3 the Company entered into an Asset Purchasemgnt with Teradyne Ir
(“Teradyne”), whereby Teradyne agreed to purchheeQigatronics Division product line known as SCPM for 10,000. The $1,000,0
for SCPM is payable over the first nine monthsis€dl 2014 (see Note 15, Subsequent Events). Tarense Company has the ability
continue borrowing over the next two fiscal years June 11, 2013 the Company extended its lineesficfrom October 12, 2012 to April :
2015, and increased the maximum advances assogiatethe Company accounts receivable from $2,000,000 to $3,000(66@ Note 1.
Line of Credit). To provide additional working capital for operatioron June 27, 2013 the Company entered into SiesufPurchas
Agreement (“SPA”) with Alara Capital AVI I, LLC, ®elaware limited liability company (the “InvestyrUnder the terms of the SPA,

Company agreed to sell to the Investor 5,111.88eshaf a new Series D Convertible Voting PerpeRaferred Stock and warrants
purchase up to 511,186 additional shares of constamk at the price of $1.43 per share for approtetge858,000 in proceeds at the clo:
of the transaction, which is anticipated to betily 2013. (see Note 15, Subsequent Events).

To assist with the upfront purchases of inventaguired for future product deliveries, the Comp#&m@s entered into advance payn
arrangements with a large customer, whereby thoees reimburses the Company for raw material pagehl prior to the shipment of
finished products. In fiscal 2013 these advancemmmys totaled approximately $2,300,000. In fisc@l® the Company has currer
contracted approximately $1,300,000, and will seieklar terms with future agreements with the Costg, and other customers. On May
2013 the Company completed the consolidation oSasta Rosa, California facility into its headqaestin San Ramon, California. 1
Company expects to save approximately $500,000alynin facility costs, plus the Company expectsestoperational efficiencies associz
with having the majority of the company at one toma Management also plans to further increaseatipmal efficiencies by continuing
work down product inventories that are on hand atd 30, 2013, and paid for. In addition, Managemet continue to review all aspet
of the business in an effort to reduce costs apereses, while continuing to invest in new produstedopment for future revenue strea
Management believes that through these effort<Citiapany will have the working capital required tstinue its operations through fis
2014.

Use of Estimates The preparation of financial statements in conftymiith accounting principles generally acceptedhia United States
America requires management to make estimatesssuirgtions that affect the reported amounts oftassel liabilities and the disclosure
contingent assets and liabilities at the date effifiancial statements and the reported amountsvainues and expenses during the repc
period. Actual results could differ from those esites. The allowance for doubtful accounts, invgnteserves, warranty reserves, share-
based compensation and income taxes are partigcsiabject to change.

Fiscal Year The Companys financial reporting year consists of either angek or 53 week period ending on the last Satuaddfge montl
of March. Fiscal year 2013, ended on March 30, 2@%8lting in a 52 week year, while fiscal year 20dnded on March 31, 2012 resultin
a 53 week year. All references to years in the cliteted financial statements relate to fiscal gaather than calendar years.

Reclassifications Certain reclassifications, none of which affectee prior year's net income or shareholdeguity, have been made
prior year balances in order to conform to the extriyear presentation.
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Revenue Recognition and Deferred Revenue  The Company records revenue when there is pEv&uavidence of an arrangement, deli
has occurred, the price is fixed and determinaftel collectability is reasonably assured. This czavhen products are shipped or
customer accepts title transfer. If the arrangenmamives acceptance terms, the Company defersioeventil product acceptance is recei
On certain large development contracts, revenwecdsgnized upon achievement of substantive milestoDetermining whether a milest
is substantive is a matter of judgment and thatssseent is performed only at the inception of thargement. The consideration earned -
the achievement of a milestone must meet all ofalewing for the milestone to be considered sahsve:

a. It is commensurate with either of the following:
1. The Company’s performance to achieve the mitesto
2. The enhancement of the value of the deliverenh ibr items as a result of a specific outcome tiegufrom the Company
performance to achieve the milestone.
b. It relates solely to past performance.
c. It is reasonable relative to all of the delildes and payment terms (including other potentidéstone consideration) within t
arrangement.

Milestones for revenue recognition are agreed upitn the customer prior to the start of the cortraed some milestones will be tiec
product shipping while others will be tied to desigview.

On certain contracts with one of the Comparsignificant customers the Company receives paigrieradvance of manufacturing. Advan
payments are recorded as deferred revenue untiettemue recognition criteria described above leas met.

Accounts receivable are stated at their net rdalbzaalue. The Company has estimated an allowancerfcollectable accounts basec
analysis of specifically identified accounts, oatsting receivables, consideration of the age ofe¢heceivables, the Compasyhistorica
collection experience, and adjustments for othetofa management believes are necessary basedamived credit risk. The activity in t
reserve account is as follows:

(Dollars in thousands) March 30, 201 March 31, 201
Beginning balance $ 9% $ 24¢
Reversals of previous provisions for doubtful actsu (53 (14¢)
Write-off of doubtful accounts (8) 4
Ending balance $ 35 $ 96

Accrued Warranty The Companys warranty policy generally provides one to thremrg of coverage depending on the product.
Company records a liability for estimated warranbjigations at the date products are sold. Thenaséid cost of warranty coverage is b
on the Company actual historical experience with its currentdurcts or similar products. For new products, thigired reserve is based
historical experience of similar products until kugne as sufficient historical data has been ctdié on the new product. Adjustments
made as new information becomes available.

Inventories Inventories are stated at the lower of cost or miadsing full absorption and standard costing. @osketermined on a firsiy,
first-out basis. Standard costing and overhead allocatites are reviewed by management periodicallynbutess than annually. Overh
rates are recorded to inventory based on capadtyagement expects for the period the inventory lvdlheld. Reserves are recorded w
cost of sales for impaired or obsolete inventorgmwthe cost of inventory exceeds its estimatedvidine. Management evaluates the nee
inventory reserves based on its estimate of theuamceealizable through projected sales includingemaluation of whether a produc
reaching the end of its life cycle. When invent@ryliscarded it is written off against the invegtogserve, as inventory generally has alr
been fully reserved for at the time it is discarded

Research and Development Research and development expenditures, which decline cost of materials consumed in researct
development activities, salaries, wages and otbetscof personnel engaged in research and devetdpowsts of services performed
others for research and development on the Comgpdmgfialf and indirect costs are expensed as opgtpenses when incurred.

Property and Equipment Property and equipment are stated at cost. Degi@n is calculated using the straidime method over tt
estimated useful lives of the respective assetghniange from three to ten years for machinery esaipment and office fixtures. Leasel
improvements and assets acquired under capiteddem® amortized using the straiihe method over the shorter of the estimated U
lives of the respective assets or the lease term.

The Company reviews its loriyed assets for impairment whenever events or gearn circumstances indicate that the carryinguarhof
an asset may not be recoverable. If such reviewates that the carrying amount of an asset exdbedsum of its expected future cash fl
on an undiscounted basis, the asset’s carrying anveauld be written down to fair value. Additionglthe Company reports loriyed assel



to be disposed of at the lower of carrying amounfa@r value less cost to sell. As of March 30, 2@nd March 31, 2012, managen
believes there has been no impairment of the Copipéong-lived assets.
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Deferred Rent  Rent expense is recognized in an amount equaktguhranteed base rent plus contractual futurenmimi rental increases
amortized on the straight-line basis over the tesfithe leases, including free rent periods.

Income Taxes Income taxes are accounted for using the asseliability method. Deferred tax assets and lialgiitare recognized for t
future tax consequences attributable to differeteteeen the financial statement carrying amouhexisting assets and liabilities and tl
respective tax bases and operating loss and talit c@ryforwards. Deferred tax assets and liibdiare measured using enacted tax
expected to apply to taxable income in the yeanshith those temporary differences are expectdaetoecovered or settled. The effec
deferred tax assets and liabilities of a changeinrates is recognized in income in the period theludes the enactment date. Future
benefits are subject to a valuation allowance winemagement is unable to conclude that its defeere@dssets will more likely than not
realized. The ultimate realization of deferred #ssets is dependent upon generation of futurél@iacome during the periods in wh
those temporary differences become deductible. dgament considers both positive and negative egaamd tax planning strategies
making this assessment.

The Company considers all tax positions recogniaet$ financial statements for the likelihood eftization. When tax returns are filed,
highly certain that some positions taken would staned upon examination by the taxing authoritidsile others are subject to uncerta
about the merits of the positions taken or the artwof the positions that would be ultimately sumtd. The benefit of a tax positior
recognized in the financial statements in the mdaring which, based on all available evidencenagement believes it is more likely tl
not that the position will be sustained upon exatiém, including the resolution of appeals or htign processes, if any. Tax positions
meet the more-likely-thanet recognition threshold are measured as the dammount of tax benefit that is more than 50 partikely of
being realized upon settlement with the applicééking authority. The portion of the benefits asated with tax positions taken that exce
the amount measured as described above, if anyldwmei reflected as unrecognized tax benefits, gdicgble, in the accompanyi
consolidated balance sheets along with any asedciatterest and penalties that would be payablaht taxing authorities up
examination. The Company recognizes accrued sttened penalties, if any, related to unrecognized ienefits as a component of
provision for income taxes in the consolidatedestants of operations.

Product Development Costs The Company incurs pre-production costs on cettaig-term supply arrangements. The costs, which rept
non+ecurring engineering and tooling costs, are chpid as other assets and amortized over theiuusé when reimbursable by t
customer. All other product development costs aaaged to operations as incurred. There were nitatiapd preproduction costs includ
in other assets as of March 30, 2013 or March 8122

Software Development Costs Development costs included in the research andlaewveent of new products and enhancements to eg
products are expensed as incurred, until technaddbdeasibility in the form of a working model hbsen established. To date, completio
software development has been concurrent with steblshment of technological feasibility, and adiogly, no costs have been capitalized.

Share-based Compensation The Company has established the 2005 Equity Ineefian, which provides for the granting of optidoisup tc
1,400,000 shares of Common Stock. The Company decsinardsased compensation expense for the fair value laftatk options ar
restricted stock that are ultimately expected &t as the requisite service is rendered.

The cash flows resulting from the tax benefits tasy from tax deductions in excess of the compgosacost recognized for those opti
(excess tax benefits) are classified as cash ffoavs financing in the statements of cash flows. Sehexcess tax benefits were not signifi
for the Company for the fiscal years ended March2®13 and March 31, 2012.

In calculating compensation related to stock opgoants, the fair value of each stock option isnested on the date of grant using the Black-
Scholes-Merton option-pricing model. The computaid expected volatility used in the Black-Scholésrton optionpricing model is bast

on the historical volatility of Giga-tronicshare price. The expected term is estimated baseal review of historical employee exer
behavior with respect to option grants.

The fair value of restricted stock awards is basadhe fair value of the underlying shares at thte df the grant. Management me
estimates regarding presting forfeitures that will impact timing of compsation expense recognized for stock option astliceed stoc
awards.

Earnings or Loss Per Common Share Basic earnings or loss per common share is compusieg the weighted average number of com
shares outstanding during the period. Diluted eaiper share incorporate the incremental shasaabte upon the assumed exercise of
options and warrants using the treasury stock ndethoti-dilutive options are not included in thengputation of diluted earnings per share.
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Comprehensive Incomeor Loss There are no items of comprehensive income ordtssr than net income or loss.

Financial Instruments and Concentration of Credit Risk - Financial instruments that potentially subject @@mpany to credit risk consist
cash, cash equivalents and trade accounts receivebé Companyg cash equivalents consist of overnight deposith federally insure
financial institutions. Concentration of creditkig trade accounts receivable results primarignfrsales to major customers. The Com|
individually evaluates the creditworthiness ofdtstomers and generally does not require collaterather security. At March 30, 2013, th
customers combined accounted for 59% of consolidgtess accounts receivable primarily due to timéntj of the receivables. At March .
2012, three customers combined accounted for 36€6rgolidated gross accounts receivable primatiby th the timing of the receivables.

Fair Value of Financial Instruments The Companys financial instruments consist principally of casid cash equivalents and line of cre
The fair value of a financial instrument is the ambat which the instrument could be exchangedimmlerly transaction between mau
participants to sell the asset or transfer theiliilgb The Company uses fair value measurement&das) quoted prices (unadjusted)
identical assets or liabilities in active markdiattthe entity can access as of the measuremest(datel 1), significant other observa
inputs other than Level 1 prices such as quotezkptior similar assets or liabilities; quoted psiae markets that are not active; or other in
that are observable or can be corroborated by wisier market data (Level 2), or significant unolkable inputs reflect a compasybwr
assumptions about the assumptions that marketjipamits would use in pricing an asset or liabi{lbgvel 3), depending on the nature of
item being valued.

The carrying amounts of the Compasigash and cash equivalents and line of creditoappate their fair values at each balance shee
due to the short-term maturity of these finanaiatiuments.

2 Cash and CasliEquivalents

Cash and caskguivalents of $1,882,000 and $2,365,000 at Maf;i2813 and March 31, 2012, respectively, consisfetemand depos
with a financial institution that is a member oetRederal Deposit Insurance Corporation (FDIC).Mstrch 30, 2013, $1,382,000 of
Company’s demand deposits exceeded FDIC insuranis.|

3 Inventories

Inventories, net of reserves, consisted of thealhg:

(Dollars in thousands) March 30, 201 March 31, 201
Raw materials $ 2,157 $ 2,31:
Work-in-progress 2,04¢ 1,651
Finished goods 50 241
Demonstration inventory 304 49t
Total $ 4,56 $ 4,70(

4 Selling and Advertising Expenses

Selling expenses consist primarily of commissioa&lffo various sales representatives and marketjjegcies. Commission expense tot
$386,000 and $661,000 for fiscal 2013 and 2012pewsrely. Advertising costs, which are expensednasirred, totaled $23,000 &
$146,000 for fiscal 2013 and 2012, respectively.

5 Significant Customers and Industry Segmerihformation

The Company has two reportable segments: Gigaesdbivision and Microsource. Gigeenics Division produces a broad line of test
measurement equipment used in the developmentanéstnaintenance of wireless communications predactl systems, flight navigatio
equipment, electronic defense systems and autotesting systems and designs, manufactures, anketaaa line of switching devices t
link together many specific purpose instruments toenprise automatic test systems. Microsource ldpgeand manufactures a broad lin
Yttrium, lron and Garnet (YIG) tuned oscillatorslters and microwave synthesizers, which are used iwide variety of microwa
instruments or devices.

The accounting policies for the segments are theesas those described in the "Summary of Signifigencounting Policies". The Compa
evaluates the performance of its segments andatdisaesources to them based on earnings befaméntaxes. Segment net sales inc
sales to external customers. Insegment activities are eliminated in consolidatidssets include accounts receivable, inventorigsipenent
cash, deferred income taxes, prepaid expensesthadlong-term assets. The Company accounts ferdggment sales and transfers at ti
that allow a reasonable profit to the seller. Dgtine periods reported there were no significaierisegment sales or transfers.
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The Company's reportable operating segments ategit business units that offer different prodactd services. They are managed
separately because each business utilizes diffegenihology and requires different accounting systeThe Company’s chief operating
decision maker is considered to be the Companyisf@&xecutive Officer (“CEO”). The CEO reviews fimaal information presented on a
consolidated basis accompanied by disaggregatedhiation about revenues and pre-tax income by tipgraegment. The tables below
present information for the fiscal years endeddd®and 2012.

Giga-tronics
March 30, 2013 (Dollars in thousands) Division Microsource Total
Revenue $ 9,38t $ 480z $ 14,18;
Interest expense net (16) - (16)
Depreciation and amortization 162 47 20¢
Capital expenditures 34¢ - 34¢
Loss before income taxes (3,699 (511 (4,209
Assets 6,23¢ 3,12¢ 9,36(

Gigatronics
March 31, 2012 (Dollars in thousands) Division Microsourct Total
Revenue $ 10,50 $ 2,61 $ 13,11¢
Interest expense net 2 - 2
Depreciation and amortization 11¢F 18 13z
Capital expenditures 213 1 214
Loss before income taxes (3,359 (2,492 (5,850)
Assets 7,33¢ 1,95¢ 9,29(

The Company’s Giga-tronics Division and Microsousegments sell to agencies of the U.S. governmmehteS. defenseelated customel

In fiscal 2013 and 2012, U.S. government and Ueertserelated customers accounted for 58% and 57% o$ sadepectively. During fisc
2013, one customer accounted for 30% of the Conipacgnsolidated revenues at March 30, 2013 and masded in the Microsour
segment. A second customer accounted for 12% o€timapany’s consolidated revenues at March 30, 20Bwas included in the Giga-
tronics Division. During fiscal 2012, one custonaecounted for 17% of the Compasyconsolidated revenues at March 31, 2012 ant
included in the Microsource segment. A second eustcaccounted for 12% of the Compaggonsolidated revenues at March 31, 2012
was included in the Giga-tronics Division.

Export sales accounted for 21% and 20% of the Cogipasales in fiscal 2013 and 2012, respectively. BExgales by geographical area
these fiscal years are shown below:

(Dollars in thousands) March 30, 201: March 31, 201
Americas $ 218 $ 19t
Europe 57¢ 99¢€
Asia 1,597 1,297
Rest of world 53¢ 75
Total $ 2927 $ 2,56:
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6 Loss per Common Share

Net loss and common shares used in per share catigns for the fiscal years ended March 30, 20kBMarch 31, 2012 are as follow

(In thousands except per-share data) March 30, 201 March 31, 201
Net loss $ (4,200 $ (5,857
Weighted average:

Common shares outstanding 5,03( 5,01%
Potential common shares - -
Common shares assuming dilution 5,03( 5,01z
Loss per share - basic $ (0.89 $ (1.17)
Loss per share - diluted $ (0.84 $ (1.19)
Stock options not included in computation that dqubtentially dilute EPS in the future 1,55¢ 1,221
Restricted stock awards not included in computattiat could potentially dilute EPS in the futur 50 60
Convertible preferred stock not included in comgatathat could potentially dilute EPS in the

future 1,34z 1,00(C
Warrants not included in computation that couldeptiilly dilute EPS in the future 50€ 84¢

The number of stock options and warrants not iredlich the computation of diluted earnings per siiERS) for the fiscal years ended Me
30, 2013 and March 31, 2012 is a result of the Gomgjs net loss and, therefore, the options aredihtiive. The number of restricted st
awards not included in the computation of dilutedSEfor the fiscal years ended March 30, 2013 ancciMdl, 2012 reflect contingen
issuable shares for which the performance condititecessary for the awards to vest had not beemsnet March 30, 2013 and March
2012. The number of convertible preferred sharesnetuded in the computation of diluted EPS fae flscal years ended March 30, 2013
March 31, 2012 reflects convertible preferred statlere the assumed proceeds from conversion weegegrthan the average market pric
the common shares and are, therefore, anti-dilutive

7 Income Taxes

Following are the components of the provision farame taxes:

Fiscal years ended (In thousands) March 30, 201 March 31, 201:
Current

Federal $ - $ -

State 2 2
Total current 2 2
Deferred

Federal (2,460 (1,969

State (199 (340
Total deferred (1,65¢) (2,309
Change in liability for uncertain tax positions 79¢ 16
Change in valuation allowance 85¢ 2,28¢
Provision for income taxes $ 2 3 2
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The tax effects of temporary differences that gise to significant portions of the deferred tageds are as follows:

Fiscal years ended (In thousands)

March 30, 201:

March 31, 201:

Net operating loss carryforwar $ 12,66¢ $ 11,01¢
Income tax credits 80z 1,45:
Inventory reserves and additional costs capitalized 2,36: 2,45¢
Fixed asset depreciation 44 73
Accrued vacation 142 12t
Accrued warranty 45 84
Deferred rent 16€ 19€
Allowance for doubtful accounts 14 38
Non-qualified stock options 15¢ 10C
Total deferred tax assets 16,40: 15,54«
Valuation allowance (16,407 (15,549
Net deferred tax asse $ - $ =
Fiscal years ended (In thousands except percentayes March 30, 2013 March 31, 2012
Statutory federal income tax (benefit) $ (1,429 34.L% $ (1,989 34.C%
Valuation allowance 85¢ (20.9) 2,28¢ (39.7)
State income tax, net of federal benefit (24%) 5.8 (341) 5.8
Net operating loss expiratic 48 (1.7 - -
Non ta>-deductible expenses 97 2.3 78 (2.3
Tax credits (14€) 3.5 (43 0.7
Liability for uncertain tax positions 79¢ (19.0 16 (0.3
Other 21 (0.5 (7 0.1
Effective income tax $ 2 0.0% $ 2 (0.1) %

The increase in valuation allowance from MarchZ11,2 to March 30, 2013 was $859,000.

As of March 30, 2013, the Company had fme-federal net operating loss carryforwards of ,438,000 and state net operating
carryforwards of $27,707,000 available to redudariitaxable income. The federal and state netating loss carryforwards begin to ex|
from fiscal 2022 through 2033 and from 2013 thro@§i33, respectively. Utilization of net operatilogs carryforwards may be subjec
annual limitations due to certain ownership chaligéations as required by Internal Revenue CodetiBe 382. The federal income
credits begin to expire from 2020 through 2033 siatle income tax credit carryforwards are carrgd/érd indefinitely.

The Company has recorded a valuation allowancesflect the estimated amount of deferred tax assdigch may not be realized. T
ultimate realization of deferred tax assets is ddpat upon generation of future taxable incomendutihe periods in which those tempoi
differences become deductible. Management considetls positive and negative evidence and tax ptaprstrategies in making fl
assessment.

As of March 30, 2013, the Company has unrecogniagdenefits of $1,649,000 related to uncertainpgasitions. The unrecognized
benefits reduce the “Income tax creditisclosed in the table of deferred tax assets abbve Company has not recorded a liability for
penalties or interest related to the unrecogniagdénefits.

The Company files U.S federal and California statereturns. The Company is generally no longejesatiio tax examinations for years p
to the fiscal year 2010 for federal purposes aschfiyear 2009 for California purposes, exceptirain limited circumstances. The Comp
does have a California Franchise Tax Board audit ith currently in process. The Company is workivith the California Franchise T
Board to resolve all audit issues and does noebelany material taxes, penalties and fees are due
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A reconciliation of the beginning and ending amoeafntincertain tax positions, excluding potentidénest and penalties, is as follows:

Fiscal Year 201. Fiscal Year 201:

Balance as of beginning of year $ 850,00( $ 834,00(
Additions based on current year tax positions 56,00( 16,00(
Reductions for prior year tax positions 743,00( -
Balance as of end of year $ 1,649,000 $ 850,00(

The total amount of interest and penalties relétednrecognized tax benefits at March 30, 2013oismaterial. The amount of tax bene
that would impact the effective rate, if recognizednot expected to be material. The Company doésanticipate any significant chan
with respect to unrecognized tax benefits withirtrierelve (12) months.

8 Sharebased Compensation and Employee Benefit Plans

Share-based Compensation The Company has established the 2000 Stock Optamdhd the 2005 Equity Incentive Plan, which pdeviol
the granting of options and restricted stock fortafd, 750,000 shares of common stock at 100% ofifiarket value at the date of grant, \
each grant requiring approval by the Board of Ooes of the Company. Option grants under the 20@@kSOption Plan are no long
available. Options granted generally vest in onenore installments in a four or five year periodlanust be exercised while the grante
employed by the Company or within a certain peaftér termination of employment. Options granteanoployees shall not have term:
excess of 10 years from the grant date. Holdemsptibns may be granted stock appreciation righS8R)S which entitle them to surrenc
outstanding options for a cash distribution undentain changes in ownership of the Company, as€défin the stock option plan. As
March 30, 2013, no SAR’have been granted under the option plan. As atiMa0, 2013, the total number of shares of comistonk
available for issuance is 417,552. All outstandipgjons have either a five year or a ten year life.

The weighted average grant date fair value of stytions granted during the fiscal years ended M&@, 2013 and March 31, 2012 \
$0.98 and $1.29, respectively, and was calculasedjithe following weighted-average assumptions:

Fiscal years ended March 30, 201: March 31, 201
Dividend yield Zero Zerc
Expected volatility 89% 92%
Risk-free interest rate 0.5%% 0.94%
Expected term (years) 6.61 8.31

A summary of the changes in stock options outstantbr the fiscal years ended March 30, 2013 anccha&1, 2012 is presented below:

Weightec
Average¢
Remaining
Weightec Contractue Aggregat
Average¢ Terms Intrinsic
Share Exercise Pric (Years Value
Outstanding at March 26, 2011 885,01: $ 1.9¢ 25 % 459,70¢
Granted 744,00( 1.5¢
Exercised 35,59( 1.3¢€
Forfeited / Expired 372,11 1.9¢
Outstanding at March 31, 2012 1,221,31. $ 1.74 6.7 $ 3,041
Granted 521,00( 1.31
Exercised - -
Forfeited / Expired 186,06 1.5¢
Outstanding at March 30, 2013 1,556,250 $ 1.62 6.8 $ 252,45!
Exercisable at March 30, 2013 410,67 $ 1.92 3¢ $ 19,58!
At March 30, 2013, expected to vest in the future 813,18 $ 1.51 7.8 $ 165,30¢
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As of March 30, 2013, there was $744,823 of totakaognized compensation cost related to vesied options and restricted stock gra
under the 2005 Plan and outside of the 2005 Plaat dost is expected to be recognized over a waiigiwerage period of 1.94 years and
be adjusted for subsequent changes in estimatégitfwes. There were 208,425 and 175,000 optiomssededuring the fiscal years en
March 31, 2012 and March 31, 2012 respectively. ftel fair value of options vested during the disgears ended March 30, 2013
March 31, 2012 was $274,556 and $230,571, respdygtido cash was received from the exercise ofkstmtions during fiscal 2013. Ce
received from the exercise of stock options focdls2012 was $48,000 and related excess tax bermefideficiencies were not significe
Share based compensation cost recognized in apgrasults for the fiscal years ended March 303281d March 31, 2012 totaled $310,
and $289,000, respectively.

Included in the options granted during fiscal 2@t8 performanceased options for 100,000 shares granted as amedntnt to a ne
employee outside the 2005 Plan. A portion of theomg shall vest following the filing of the Compas Form 10K for fiscal 2014 provid
certain bookings goals are achieved by the Compgdaycompensation cost was recognized for thesd stpitons during fiscal 2013 beca
management believes it is not probable that thispeance criteria will be met.

The Company also granted 50,000 shares of restrgttick outside the 2005 Plan in the second quaftéiscal 2013. The restricted stc
awards are considered fixed awards as the numbsgnaseés and fair value are known at the grant aladethe fair value at the grant dat
amortized over the requisite service period netstimated forfeitures. The restricted stock awardsperformanceased and a portion of 1
shares shall vest and become free of any restigfilowing the filing of the Company’Form 10K for fiscal 2014 provided certain bools
goals are achieved by the Company. Compensatidré&22,000 was recognized for restricted stockmas during fiscal 2013. There w
no restricted stock awards granted during fiscal2Z2Gowever 90,000 shares of restricted stock lesah Ipreviously granted, of which 30,!
were forfeited in fiscal 2012 and the remainingdB0, were cancelled in fiscal 2013. No compensatast was recognized for these restri
stock awards during fiscal 2012, or for the awarasceled in fiscal 2013 and 2012, because managetitenot believe it was probable t
the performance criteria would be met for the then-vested restricted stock awards.

A summary of the changes in non-vested restridiecksawards outstanding for the fiscal years eridacth 30, 2013 and March 31, 2012 is
presented below:

Weightec

Average

Share Fair Value

Outstanding at March 26, 2011 90,00 $ 2.34
Granted - -
Forfeited or cancelled 30,00( 2.22
Outstanding at March 31, 2012 60,00 $ 2.4C
Granted 50,00( 1.1¢
Forfeited or cancelled 60,00( 2.4C
Outstanding at March 30, 2013 50,00C $ 1.1¢€
Vested at March 30, 2013 - $ -

401(k) Plans The Company has established 401(k) plans which rcaubstantially all employees. Participants may enabluntan
contributions to the plans for up to 100% of ttdgfined compensation. The Company matches a pageof the participarg’contribution
in accordance with the plan. Participants vesbigten Company contributions over a foyear period. Company contributions to the plan
fiscal 2013 and 2012 were approximately $47,000%88J000, respectively.

9 Commitments

The Company leases a 47,300 square foot facildgtir in San Ramon, California that expires in Ddmer 31, 2016. The Company leas
33,400 square foot facility located in Santa R&alifornia, under a lease that expires May 31, 201® Company did not extend the Si
Rosa lease and vacated the facility on May 31, 2813f the Company’s operations are in the SamBa facility as of May 31, 2013.

The Company also leases other equipment undertopplaases.
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Total future minimum lease payments under thesseleamount to approximately $2,550,000 and arellasvk.

Fiscal year (Dollars in thousands)

2014 69¢€
2015 654
2016 677
2017 523
Thereafter -
Total $ 2,55(

The aggregate rental expense was $1,009,000 a6285200 in fiscal 2013 and 2012, respectively.

The Company leases equipment under capital lehaegxpire through August 2015. Capital leases wdidts totaling $201,000 and $31,
are reported net of accumulated depreciation ofCiB%and $3,000 at March 30, 2013 and March 312 2@&kpectively. The future minimt
lease payments under these leases amount to apaitely $170,000 at March 30, 2013, of which $76,@%000 and $25,000 are sched
to be paid in the 2014, 2015 and 2016 fiscal yeaspectively.

The Company is committed to purchase certain irorgninder non-cancelable purchase orders. As otMa0, 2013, total norancelabl
purchase orders were approximately $1,027,000 girdigcal 2014 and are scheduled to be deliveréedgdCompany at various dates thra
February 2014.

10 Warranty Obligations

The Company records a liability in cost of salesdstimated warranty obligations at the date prtslace sold. Adjustments are made as
information becomes available. The following praagda reconciliation of changes in the Compamwarranty reserve. The Company prov
no other guarantees.

(Dollars in thousands) March 30, 201 March 31, 201
Balance at beginning of year $ 21C $ 20C
Provision, net (5) 25¢
Warranty costs incurred (92) (249
Balance at end of year $ 114 $ 21C

11  Restructuring

The Company took steps to reduce current and fugxpenses by reducing staff and by combining theraijpns in Santa Rosa into the
Ramon facility. This physical move was completedMety 31, 2013. Certain employee retention agreesnetit extend through Decemt
2013. Substantially all of the restructuring ccaeats for the Microsource reportable segment. As afd 30, 2013 the Company had acc
$449,000 related to these restructuring costs.

A summary of the total restructuring costs, the am® previously recognized, the amounts recogniaedhe fiscal year ended March
2013 and the amounts expected to be recognizedebatiarch 31, 2013 and December 28, 2013 are lasvfol

Expected to be

Recognized Recognized recognized
during during between

Total estimated the fiscal year the fiscal year March 31, 2013

Type of cost expected to be incurred restructuring ended ended and
December 28,

(In thousands) cost March 31,2012  March 30, 2013 2013
Retention agreements for employees $ 50€ $ 31 $ 367 $ 10¢
Preparation of San Ramon facility 11z - 40 73
Training of San Ramon employees 4 - 4 =
Moving expenses 26 - 7 19
Clean-up of Santa Rosa facility 67 - - 67

Total $ 71€  $ 31 $ 418 $ 267
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12 Line of Credit

On October 12, 2012, the Company entered into &dB@ Amended and Restated Loan and Security Agmer{tbe “Second Amende
Credit Facility”) with Silicon Valley Bank (the “B&”). The Second Amended Credit Facility repladeel Companys previous revolving lir
of credit with the Bank that had an expiration dait&eptember 12, 2012, but was extended to Octblhe?012. The Second Amended Ci
Facility, which was set to expire on October 12120vas secured by all assets of the Company andded for a borrowing capacity equa
80% of eligible accounts receivable on an aggrebates, up to a maximum $2.0 million, provided @empany maintains borrowing bi
eligibility, that is, a minimum cash balance of $7@0. When the Company was not borrowing basébédighe Bank could limit crec
extension to the 80% advance rate multiplied byféfte amount of specific eligible accounts. ThedBdcAmended Credit Facility contair
a collateral handling fee of onenth of one percent (0.10%) on outstanding findnmeeeivables for each calendar month based uR6t
day year. When borrowing base eligible, the colldthandling fee was not applicable. Interest asdron the average outstanding borrow
at a floating per annum rate equal to the gredtéreoPrime Rate plus two percent (2.00%) or siscest (6.00%). Any borrowings under
Second Amended Credit Facility could be repaid smch repaid amounts mrrowed until the maturity date. As of March 2013, th
Company’s outstanding borrowings under the Secomgded Credit Facility were $857,000, of which $P80 is classified as lontgrn
because of management's intent and ability toaafia the line of credit with the facility discussedhe following paragraph, and $577,00
classified as a current liability because it hadrbeepaid prior to the refinance occurring. Theereano borrowings outstanding as of Mz
31, 2012.

On June 11, 2013 the Company entered into an amartdmthe Second Amended Credit Facility (the “Nemvended Credit Facility"ith
the Bank. The New Amended Credit Facility amended $Second Amended Credit Facility by expandingdégnition of eligible account
increasing the maximum limit and extending the migtwate. The New Amended Credit Facility, whickpees on April 15, 2015, provid
for a borrowing capacity equal to 80% of eligibtzaunts receivable on an aggregate basis, up axamam $3.0 million. All other materi
terms are the same as the Second Amended Credityrac

13 Series B Convertible Voting Perpetual Prefeed Stock and Warrant

On November 10, 2011, the Company received $2,0090 cash proceeds from Alara Capital AVI Il, LL&, ,Delaware limited liabilit
company (the “Investor”ynder a Securities Purchase Agreement enterediméctober 31, 2011. Under the terms of the SéesifiRurchas
Agreement, the Company issued 9,997 shares otiiesSB Convertible Voting Perpetual Preferred Bt@g8eries B Preferred Stockid the
Investor at a price of $220 per share.

Each share of Series B Preferred Stock initiallydevertible at the option of the holder into 1®@res of the Comparg’common stock. Tl
conversion ratio is subject to customary adjustsémt stock splits, stock dividends, recapitaliaai and similar transactions. If all share
Series B Preferred Stock were converted as of M80ct2013, holders of such shares would acquire7@@9shares of common stock of
Company, or 16.6% of the pro forma number of shafe®mmon stock that would have been outstandénof ahat date. Each share of Se
B Preferred Stock has a liquidation preference2#1$ equal to 105% of the purchase price. If then@any pays a dividend on its comn
stock, it is required to pay a dividend on the & B Preferred Stock until December 31, 2013, emual 0% and thereafter equal to 100¢
the cash dividend that would be payable on the murobshares of common stock into which each sbhaferies B Preferred Stock is tl
convertible. The Series B Preferred Stock generaitgs together with the common stock, on aca@srerted basis, on each matter subn
to the vote or approval of the holders of commartist and votes as a separate class with respeetrtain actions that adversely affect
rights of the Series B Preferred Stock and on athedters as required by law.

The Company also issued to the Investor a Wartaptitchase up to 848,684 additional shares of camstack of the Company; however
discussed in NOTE 14 this warrant was subsequesdiyced to 506,219 shares. The exercise priceedMarrant is $3.30 per share, subje
anti-dilution adjustments for stock splits, stock divide, reclassifications and similar events. The Afdrwill cease to be exercisable
months after the Shareholder Approval Date, whicldéfined as the date on which shareholders apgprthes issuance of the Warrant
required by rules of NASDAQ Capital Markets relgtito certain private sales of securities. The Caowipheld a special meeting
shareholders on February 7, 2012, at which timestizzeholders gave the required approval for eserof the Warrant and, as a result,
Warrant must be exercised, if at all, on or befdugust 7, 2014.

The Company has recorded $1,997,000 as Series fBrifggk Stock on the consolidated balance sheet dimount is net of stock offeri
costs of approximately $202,000 and representsvithee attributable to both the convertible preférstock and warrants issued to
Investor. After considering the value of the watsathe effective conversion price of the prefersemtk was greater than the common s
price on date of issue and therefore no beneficial/ersion feature was present.

14 _ Series C Convertible Voting Perpetual Prefeed Stock and Warrants

On February 19, 2013, the Company entered intocarfies Purchase Agreement (the “SPA{Qrsuant to which it agreed to sell 3,42:
shares of its newly designated Series C Convertiléing Perpetual Preferred Stoc"Series C Preferred Stc”) to the Investor, &



investment vehicle sponsored by Active Value IneestLLC, for aggregate consideration of $500,000ich is approximately $146.00 |
share. The sale and issuance of Series C PrefStomtt was completed on February 25, 2013 at whink the Company and the Inves
amended the outstanding warrant to purchase constock and entered into an Investor Rights Agreenantlescribed in more detail belc
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Each share of Series C Preferred Stock is initiadigvertible at the option of the holder into 1@@ues of the Comparg’common stock. Tl
conversion ratio is subject to adjustments for lstgglits, stock dividends, recapitalizations amuikir transactions. Each share of Serit
Preferred Stock has a liquidation preference o6$130321. If the Company pays a dividend on itsmoam stock prior to January 1, 201«
on or after January 1, 2014, it would be requitegday a dividend on the Series C Preferred Stoakleg 110% or 100%, respectively, of
cash dividend that would be payable on the numbeshares of common stock into which each shareesfeS C Preferred Stock is tt
convertible. The Series C Preferred Stock genexaltgs together with the common stock and the CaoryigeSeries B Preferred Stock or
as<converted to common stock basis, on each mattanistelol to the vote or approval of the holders afowon stock, and would vote a
separate class with respect to certain actionsatiagrsely affect the rights of the Series C Prete6tock and on other matters as require
law.

Under the terms of the SPA, the Company and thesliov agreed to terminate the Investor’s righad¢quire 342,465 shares of the 848
shares underlying the Warrant. As a result, thersdras reissued (the “Amended Warramgpresents the right to acquire 506,219 shai
the Companys common stock at the price of $3.30 per share.Athended Warrant will expire on August 7, 2014aiifd to the extent n
exercised earlier.

As of March 30, 2013, the Investor beneficially anapproximately 26.9% of the Compasycommon stock, assuming that outstan
warrants are exercised. Because the Amended Waleantases the number of shares of common stocththinvestor is entitled to purchi
upon exercise the original Warrant by the same munol shares into which the purchased shares 0ésS€r Preferred Stock is initia
convertible, the aggregate number of shares o€trapanys common stock beneficially owned by the Invesidrribt change as a resull
this transaction.

In accordance with the terms of the SPA, the Compena the Investor entered into an Investor Riglgeement upon the closing of the ¢
of the Series C Preferred Stock. In the InvestghRi Agreement, the Company agreed to file ceregistration statements for the resal
common stock of the Company that the Investor ntayiige upon conversion of the Series C PreferrediSt

The Company has recorded $457,000 as Series Qiecefgtock on the consolidated balance sheet, whioht of stock offering costs of
approximately $43,000. After considering the reductn the value of the warrant from the amendnusscribed above, the effective
conversion price of the preferred stock was grehsem the common stock price on the date of isadetaerefore no beneficial conversion
feature was present.

15 Subsequent Events

On March 18, 2013, the Company entered into antA®sechase agreement with Teradyne, whereby Teeadgreed to purchase the Giga-
tronics Division product line known as SCPM for &10,000. In April 2013 the Company received $800,00proceeds at the closing of
deal and delivery of electronic data associatedl @ie purchase. The Company will receive an addhti$50,000 once associated trainin
Teradyne employees is complete. The balance ofdhsideration ($150,000) is subject to a hold ackngement until December 31, 2

to cover certain contingent liabilities, if any. @I€ompany plans to use the proceeds from the sadartially fund operations. The Compi
expects to record a gain in fiscal 2014 relatethi® transaction. Net sales for the SCPM produnet ere $1,698,000 and $885,000 foi
fiscal years ended March 30, 2013 and March 312 2@&kpectively.

On June 11, 2013 the Company entered into an anmamtdim the Second Amended Credit Facility withBenk. The New Amended Cre
Facility amended the Second Amended Credit Fadilityexpanding the definition of eligible accountsreasing the maximum limit a
extending the maturity date. The New Amended Credydility, which expires on April 15, 2015, proviéor a borrowing capacity equal
80% of eligible accounts receivable on an aggrelgasés, up to a maximum $3.0 million. All other evél terms are the same as the Se
Amended Credit Facility. Using the terms pursuarthe new line of credit, management estimates $082of additional borrowing capac
would have been available as of March 30, 2013.

On June 27, 2013, the Company entered into a SiesuRurchase Agreement (“SPARjth Alara Capital AVI Il, LLC, a Delaware limite
liability company (the “Investor”)Under the terms of the SPA, the Company will is51i€11.86 shares of a new Series D Convertible g
Perpetual Preferred Stock (“Series D Preferredk3do the Investor for approximately $858,000 in pex®at the closing of the transact
which is anticipated to be in July 2013.

Each share of Series D Preferred Stock initiallgaavertible at the option of the holder into 10@res of the Company's common stock.
conversion ratio is subject to customary adjustsémt stock splits, stock dividends, recapitaliaas and similar transactions. Each sha
Series D Preferred Stock has a liquidation preferesf $143.00, equal to 100% of the purchase plicke Company pays a dividend on
common stock, it is required to pay a dividend loe $eries D Preferred Stock until June 1, 2014aleigul10% and thereafter equal to 1(
of the cash dividend that would be payable on timalver of shares of common stock into which eachesbBSeries D Preferred Stock is t
convertible. The Series D Preferred Stock genexadtes together with the common stock, on acasrerted basis, on each matter subrr



to the vote or approval of the holders of commartlst and votes as a separate class with respeetrtain actions that adversely affect
rights of the Series D Preferred Stock and on attetters as required by law.

The Company also issued to the Investor a New Watoapurchase up to 511,186 additional shareowofngon stock of the Company. 1
exercise price of the New Warrant is $1.43 pereshsubject to antlution adjustments for stock splits, stock divids, reclassifications a
similar events. The New Warrant will cease to bereisable 30 months after it is issued.

Under the terms of the SPA, the Company and thesliov agreed to terminate the Investor's rightctguite 506,219 shares from exist
warrants (see Note 14, Series C Convertible VoRegpetual Preferred Stock and Warrants). As a tredid Amended Warrant will |
reissued (the “Amended July WarranfThe Amended July Warrant represents the right ¢uiae 506,219 shares of the Company's con
stock at the price of $1.43 per share. The AmeddédWarrant will expire on August 7, 2015, if atadthe extent not exercised earlier.

Once the transaction is closed, the Investor wélhdficially own approximately 36.2% of the Compangbmmon stock, assuming t
outstanding warrants are exercised.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Giga-tronics Incorporated
San Ramon, California

We have audited the accompanying consolidated balaheets of Giga-tronics Incorporated (the “Corgfjamas of March 30, 2013 a
March 31, 2012 and the related consolidated stattsvaf operations, shareholdeesjuity and cash flows for the years then endedsé
financial statements are the responsibility of @empanys management. Our responsibility is to express @nian on these financi
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBlo(United States). Thc
standards require that we plan and perform thet anidibtain reasonable assurance about whethdméuecial statements are free of mate
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsriral control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate it
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compsimyternal control over financial reportii
Accordingly, we express no such opinion. An audiiudes examining, on a test basis, evidence stipgaghe amounts and disclosures in
financial statements. An audit also includes assgtbhe accounting principles used and signifiestimates made by management, as w
evaluating the overall financial statement pred@riaWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all malenéspects, the consolidated financial pos

of Gigatronics Incorporated as of March 30, 2013 and M&th2012, and the consolidated results of itsatpmrs and its cash flows for |
years then ended, in conformity with U.S. generatigepted accounting principle

/s/ Crowe Horwath LLP

San Francisco, California
June 28, 2013
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURES

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company maintains disclosure controls and plaes (as such term is defined in Rules 13a-15{d)1&d45(e) under the Securit]
Exchange Act of 1934 as amended (the “Exchange)Adiat are designed to ensure that information requio be disclosed in t
Company’s reports under the Exchange Act, is reshrgrocessed, summarized and reported withininie periods specified in the SEC’
rules and forms, and that such information is aadated and communicated to management, includiegGbmpanys Chief Executiv
Officer and Chief Financial Officer, as appropriateallow timely decisions regarding required thsare. The Company periodically revie
the design and effectiveness of its disclosurerotstand internal control over financial reportinthe Company makes maodifications
improve the design and effectiveness of its disglsontrols and internal control structure, ang ma&ke other corrective action, if its revie
identify a need for such modifications or actiofifle Companys disclosure controls and procedures are desigmgaavide reasonak
assurance of achieving their objectives.

As of the end of the period covered by this ForrKl@n evaluation was completed under the superviaitd with the participation of ¢
management, including our principal executive @ffiand principal financial officer, regarding thesiyn and effectiveness of our disclo:
controls and procedures. Based on this evaluationmanagement, including our principal executiffecer and principal financial office
has concluded that our disclosure controls andgohaes were effective as of March 30, 2013.

Report of Management on Internal Control over Finarcial Reporting

Management of Gigé&ronics is responsible for establishing and mainitgj adequate internal control over financial répgrfor the Compan
as such term is defined in Rule 1Ba{) under the Securities Exchange Act of 1934 Tompany's management, under the supervisiore
Chief Executive Officer and Chief Financial Officdras assessed the effectiveness of the Compaitsreal control over financial reporti
as of March 30, 2013. In making this assessmentagement used the criteria set forth by the Coremitif Sponsoring Organizations of
Treadway Commission (COSO) in Internal Coniridkgrated Framework. Our internal control ovegfinial reporting includes policies ¢
procedures designed to provide reasonable assuragarling the reliability of financial reporting éithe preparation of financial stateme
for external reporting purposes in accordance Witited States generally accepted accounting ptiesiand that:

e pertain to the maintenance of records that in me@sle detail accurately and fairly reflect the s@actions and dispositions of
assets of the Company;

e provide reasonable assurance that transactionseeneded as necessary to permit preparation ohdiah statements in accordal
with generally accepted accounting principles, #rad receipts and expenditures of the Company @irgghmade only in accordar
with authorizations of management and directorthefCompany; and

e provide reasonable assurance regarding preventiotimely detection of unauthorized acquisition, use disposition of th
Company's assets that could have a material affetite financial statements.

A material weakness is a control deficiency, or bomation of control deficiencies, which resultsanmore than remotlkkelihood that |
material misstatement of the annual or interimriirial statements will not be prevented or detected.

Based on the above described procedures and atdikers, the Compang’'management, including its Chief Executive Offiaad its Chie
Financial Officer have concluded that as of Mar6h 213, the Company’internal control over financial reporting waseetive based on t|
criteria described in the “COSO Internal Controhtegrated Framework.”

Management’s assessment of the effectiveness dfdngpany’s internal control over financial repogtias ofMarch 30, 2013, has not be
audited by the Company’s independent registerediqgpabcounting firm. Management’s report is notjegbto attestation by the Compasay’
independent registered public accounting firm pansuo the rules of the Securities and Exchange rlisgion that permit the Company
provide only management’s report in this Annual &ép
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Changes in Internal Control
There were no changes in the Company’s internatrabover financial reporting (as defined in Rule&&a-15(f) and 15d5(f) under th
Exchange Act) during the quarter ended March 3@,32@hat have materially affected, or are reasgnéikély to materially affect, tr

Company’s internal control over financial reporting

ITEM 9B. OTHER INFORMATION

The Company is not aware of any information requtaebe reported on Form 8-K that has not beenipusiy reported.
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PART 1l

ITEM 10. DIRECTOR, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Information regarding Directors of the Companyaés forth under the heading “Election of Directod”the Companys Proxy Statement f
its 2013 Annual Meeting of Shareholders, incorpeddierein by reference. This Proxy Statement ietéiled no later than 120 days after
close of the fiscal year ended March 30, 2013.

ITEM 11. EXECUTIVE COMPENSATION

Information regarding the Company’s compensatioiisoéxecutive officers is set for the under thadieg “Executive Compensatiowf the
Companys Proxy Statement for its 2013 Annual Meeting cdu®holders, incorporated herein by reference. Phigy Statement is to be fil
no later than 120 days after the close of the ffigear ended March 30, 2013.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
SHAREHOLDER MATTERS

Information regarding security ownership of certhaneficial owners and management is set forth utige heading Stock Ownership «
Certain Beneficial Owners and Management” of thenanys Proxy Statement for its 2013 Annual Meeting o&t®holders, incorporat
herein by reference. Information about securitigth@rized for issuance under equity compensatiam9lis set forth under the heac
“Equity Compensation Plan Informatiordf its Proxy Statement for the 2013 Annual MeetfgShareholders, incorporated herein
reference. This Proxy Statement is to be filedaterlthan 120 days after the close of the fiscat y@ded March 30, 2013.

ITEM 13. CERTAIN RELATONSHIPS AND RELATED TRANSACTI ONS, AND DIRECTOR INDEPENDENCE

Information set forth in the Proxy Statement urttier section captioned “Transactions with ManageraadtOthersis incorporated herein
reference. This Proxy Statement is to be filedaterlthan 120 days after the close of the fiscat g@aded March 30, 2013.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information set forth in the Proxy Statement untlex section captioned “Appointment of IndependergiBtered Accounting Firmfs
incorporated herein by reference. This Proxy Staetens to be filed no later than 120 days afterdlose of the fiscal year ended March
2013.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) The following consolidated financial statemeuwit$sigatronics Incorporated and the related independagistered public accountil
firm are filed herewith:

1. Financial Statements. See Index to Financial Stt¢snon page 18. The financial statements and Repdndependent Register

Public Accounting Firm are included in Item 8 aited as part of this report.
2. Exhibits. The exhibit list required by thisrités incorporated by reference to the Exhibit Inflled with this report.
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In accordance with the requirements of SectionrlB5¢d) of the Securities Exchange Act, the Regidtcaused this report to be signed ¢

SIGNATURES

behalf by the undersigned, thereunto duly authdrize

In accordance with the requirements of the Seegriixchange Act, this annual report on FornKli@as been signed below by the follow

GIGA-TRONICS INCORPORATED

/s/ JOHN R. REGAZZ|

Chief Executive Officer

persons on behalf of the Registrant and in theatga and on the dates indicated.

/sl GARRETT A. GARRETTSON

Garrett A. Garrettson

/sl JOHN R. REGAZZI

John R. Regazzi

/s/ STEVEN D. LANCE

Steven D. Lance

/sl GORDON L. ALMQUIST

Gordon L. Almquist

/sl JAMES A. COLE

James A. Cole

/sl KENNETH A. HARVEY

Kenneth A. Harvey

/s/ LUTZ P. HENCKELS

Lutz P. Henckels

/s/ WILLIAM J. THOMPSON

William J. Thompson

Chairman of the Board 06/28/2013
of Directors Date
Chief Executive Officer 06/28/2013
(Principal Executive Officer) Date
and Director
Vice President of Finance/ 06/28/2013
Chief Financial Officer & Secretary Date
(Principal Financial Officer)
Director 06/28/2013
Date
Director 06/28/2013
Date
Director 06/28/2013
Date
Director 06/28/2013
Date
Director 06/28/2013
Date
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The following exhibits are filed by reference ordwith as a part of this report:

3.1

3.2

4.1

4.2

4.3

10.1

10.2

10.3

10.4

10.5

10.6

10.7

21

23
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31.2

INDEX TO EXHIBITS

Articles of Incorporation of the Registrant, as ahed, including Certificate of Determination of ferences for Preferred Stc
Series A, previously filed as Exhibit 3.1 to For@-HSB for the fiscal year ended March 27, 1999 armbiporated herein |
reference.

Certificate of Determination for Series B Convedriloting Perpetual Preferred Stock, incorporatgddierence from exhibits file
with the Company’s current report on Form 8-K filea November 14, 2011.

Certificate of Determination for Series C ConvdeiWoting Perpetual Preferred Stock, incorporatgddierence from exhibits file
with the Company’s current report on Form 8-K filed February 27, 2013.

Amended and Restated Bylaws of Giganics Incorporated, as amended on March 7, 2p@8;ously filed as Exhibit 3.2 to Fol
10-K for the fiscal year ended March 29, 2008, mtdrporated herein by reference.

Form of stock certificate for shares of Series Bi@wtible Voting Perpetual Preferred Stock, incogped by reference from exhit
filed with the Company’s current report on Form 8kKed on November 14, 2011

Rights Agreement between the Company and AmeritackSTransfer & Trust Company, LLC dated as of a3, 2013 whic
includes as Exhibit A the form of Certificate f Banination for the Series A Junior Participatingf@rred Stock, as Exhibit B t
Form of Rights Certificate and Exhibit C, a summafRights to Purchase Shares of Preferred Stackyporated by reference fri
exhibits filed with the Company’s current reportieorm 8-K filed on January 25, 2013.

Form of stock certificate for shares of Series @v&utible Voting Perpetual Preferred Stock, incogped by reference from exhik
filed with the Company’s current report on form &iked on February 27, 2013.

Standard form Indemnification Agreement for Direstand Officers, previously filed as Exhibit 10d Form 10K for the fisca
year ended March 27, 2010, and incorporated héseneference

First Amendment to Office Lease Agreement betweaa®onics Incorporated and VIF/ZKS Norris Tech CentdrC, for 465(
Norris Canyon Road, San Ramon, CA, dated Marct2Q®90, previously filed as Exhibit 10.2 to Formr-K for the fiscal year end:
March 27, 2010, and incorporated herein by refexrenc

2000 Stock Option Plan and form of Incentive St@gition Agreement, previously filed on Septembe®@)0 as Exhibit 99.1
Form S-8 (33-45476) and incorporated herein byresfee. *

2005 Equity Incentive Plan incorporated hereindfgmrence to Attachment A of the Registrar®roxy Statement filed July 21, 20

*

Securities Purchase Agreement dated February 11, 2etween the Company and Alara Capital AVI ILQ. incorporated k
reference from exhibit 10.1 to the registrant’srA@-K filed on February 25, 2013.

Amended and restated Warrant to purchase 506,2r@slof common stock, dated February 25, 2013edstm Alara Capital AV
Il, LLC, incorporated by reference from exhibitieél with the Company’s current report on Form 8H&d on February 27, 2013.

Investor Rights Agreement dated February 25, 2b&B8yeen the Company and Alara Capital AVI Il, LLi@;orporated by referen
from exhibits filed with the Company’s current reppon Form 8-K filed on February 27, 2013.

Significant Subsidiaries. (See page 42 of this AatfReport on Form 10-K.)

Consent of Independent Registered Public Accourfiing, Crowe Horwath LLP. (See page 43 of this AsriReport on Form 10-
K.)

Certification of Chief Executive Officer under Siect 302 of the Sarban&3xley Act of 2002. (See page 44 of this Annual Répc
Form 10-K.)

Certification of Chief Financial Officer under Siect 302 of the Sarbanédxley Act of 2002. (See page 45 of this Annual Repo
Form 10-K.)
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32.1 Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuant ¢tidbe906 of the Sarbanes-
Oxley Act of 2002. (See page 46 of this Annual Repa Form 10-K.)

32.2 Certification of Chief Financial Officer Pursuamt 18 U.S.C. Section 1350, as Adopted Pursuant ¢tid®e906 of the Sarbanes-
Oxley Act of 2002. (See page 47 of this Annual Repa Form 10-K.)

101.1 The following materials from the Company’s Annu&d®rt on Form 10k for the year ended March 30, 2013, formatted BRX
(“eXtensible Business Reporting Languagei)ttje Consolidated Balances Sheets, (ii) the Clintested Statements of Income, (
the Consolidated Statements of Cash Flows, andh#&/)Notes to the Consolidated Financial Stateméagged as blocks of te
(furnished but not filed).

* Management contract or compensatory plan or arraege
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EXHIBIT 21

SIGNIFICANT SUBSIDIARIES

Name Jurisdiction of incorporation
Microsource, Inc. California




EXHIBIT 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference ini®egion Statements (Nos. 333-45476, 333-34719;48889, 333-39403, 3339688 an(
333-135578) on Form S-8 of Gigepnics Incorporated of our report dated June 28,32relating to the consolidated financial statetsy
appearing in this Annual Report on Form 10-K.

/s/ Crowe Horwath LLP

San Francisco, California
June 28, 2013



EXHIBIT 31.1

CERTIFICATIONS UNDER SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, John R. Regazzi, certify that:

1. I have reviewed this Annual Report on Form 10fkGiga-tronics, Inc.;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nieadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainiregldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andénav

@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs wesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

Designed such internal control over financial réjpgr, or caused such internal control over finaheceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registrant'slassire controls and procedures and presentedsimeport our conclusiol
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the resigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) anéhdve disclosed, based on our most recent evaluafiagnternal control over financi
reporting, to the registrant's auditors and theitaz@nmittee of the registrant's board of direct@s persons performing the equival

functions):

(@)

(b)

All significant deficiencies and material weaknesge the design or operation of internal controkofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summaend report financi
information; and

Any fraud, whether or not material, that involvesmagement or other employees who have a signifioalet in the
registrant's internal control over financial repugt

Date: 06/28/2013

/s/ JOHN R. REGAZZ|

John R. Regazzi
Chief Executive Officer




EXHIBIT 31.2

CERTIFICATIONS UNDER SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Steven D. Lance, certify that:

1. I have reviewed this Annual Report on Form 10fkGiga-tronics, Inc.;

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omitade a material fact necessar
make the statements made, in light of the circuntgts.under which such statements were made, nieadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainiregldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13a-15(f) and 15d-15(f)) for the registrant andénav

@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs wesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

Designed such internal control over financial réjpgr, or caused such internal control over finaheceporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registrant'slassire controls and procedures and presentedsimeport our conclusiol
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the resigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) anéhdve disclosed, based on our most recent evaluafiagnternal control over financi
reporting, to the registrant's auditors and theitaz@nmittee of the registrant's board of direct@s persons performing the equival

functions):

(@)

(b)

All significant deficiencies and material weaknesge the design or operation of internal controkofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summaend report financi
information; and

Any fraud, whether or not material, that involvesmagement or other employees who have a significalet in the
registrant's internal control over financial repugt

Date: 06/28/2013

/s/ STEVEN D. LANCE

Steven D. Lance

Vice President of Finance/

Chief Financial Officer & Secretary




EXHIBIT 32.1

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

In connection with the Annual Report of Giga-traniacorporated (the "Company") on Form R@er the period ending March 30, 2013
filed with the Securities and Exchange Commissiantlte date hereof (the "Report"), I, John R. Rega2hief Executive Officer of tt
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sask@nley Act of 2002, that:

Q) The Report fully complies with the requirengnf Section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report fairly mets, in all material respects, the financial ctiadi and results

operations of the Company.

Date: 06/28/2013

/s/ JOHN R. REGAZZI
John R. Regazzi
Chief Executive Officer




EXHIBIT 32.2

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

In connection with the Annual Report of Giga-traniacorporated (the "Company") on Form HGer the period ending March 30, 2013
filed with the Securities and Exchange Commissiartte date hereof (the "Report"), I, Steven D. lear¥éice President of Finance, Ct
Financial Officer and Secretary, certify, pursuenfi8 U.S.C. Section 1350, as adopted pursuané¢tid® 906 of the Sarban&xley Act of
2002, that:

(1) The Report fully complies with the requiren®nf Section 13(a) or 15(d) of the Securities ExgfeaAct of 1934; and

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results «
operations of the Company.

Date: 06/28/2013

/s/ STEVEN D. LANCE

Steven D. Lance

Vice President of Finance,

Chief Financial Officer & Secretary




