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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q (including extstand information incorporated by reference hejeiontains both historical and
forward-looking statements that involve risks, uncertaistaind assumptions. The statements containedsingiport that are not purely
historical are forward-looking statements withiretmeaning of Section 27A of the Securities Ac8881las amended, and Section 21B of the
the Securities Exchange Act of 1934, as amendeldding statements regarding our expectations gigliintentions and strategies for the
future. These statements appear in a number oeplacthis Report and include all statements thatreot historical statements of fe
regarding our intent, belief or current expectatonith respect to, among other things: (i) our finag plans; (ii) trends affecting our
financial condition or results of operations; (iur growth strategy and operating strategy; ang the declaration and payment
dividends. The words “may,” “would,” “could,” “will,” “expect,” “estimate,” “anticipate,” “believe,” “ intend,” “plan” and similar
expressions and variations thereof are intendeildeatify forward-looking statements. Investors ea@tioned that any such forward-looking
statements are not guarantees of future performanckinvolve risk and uncertainties, many of wtach beyond our ability to control, and
that actual results may differ materially from tlegsrojected in the forward-looking statements assallt of various factors discussed herein
and those factors discussed in detail in our fiéingth the Securities and Exchange Commissionydat) in our Annual Report on Form 10-
K for the fiscal year ended May 1, 2004 in the isecentitied“ltem 7. Management'’s Discussion and Analysis afaficial Condition and
Results of Operatior— Business Risks and Uncertaint”



PART I. FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
January 29, May 1,
2005 2004
(unaudited) (note 1)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 25,83( $ 16,25¢
Accounts receivable, less allowance for doutdfidounts
of $953 at January 29, 2005 and $1,131 at M&p04 27,571 28,68¢
Current maturities of lor-term receivable 3,75¢ 3,772
Inventories 22,37t 16,60«
Costs and estimated earnings in excess of ksl 12,70 12,86:
Prepaid expenses and other current a 1,41z 90t
Deferred income taxe 6,02( 4,52¢
Income tax receivab 1,57¢ 812
Rental equipment available for s, 2,821 2,70¢
Total current asse 104,07: 87,121
Advertising rights, ne 1,31¢ 1,41¢
Long term receivables, less current maturi 9,26: 10,26
Goodwill, net of accumulated amortizati 2,63( 1,411
Intangible and other assi 807 92C

14,01¢ 14,01:

PROPERTY AND EQUIPMENT

Land 654 654
Buildings 13,75¢ 12,41t
Machinery and equipme 17,08( 14,61¢
Office furniture and equipme 18,14 15,54:
Demonstration equipme 5,44z 3,892
Transportation equipme 3,571 3,00¢

58,65¢ 50,12t
Less accumulated depreciat 30,09( 25,02¢

28,56¢ 25,09¢

$146,65¢ $126,23t

See notes to consolidated financial statem:
|

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (continued)

(in thousands, except share data)
January 29, May 1,
2005 2004
(unaudited) (note 1)

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Notes payable, bar $ 81 % 214
Accounts payabl 13,37: 12,58¢
Accrued expenses and warranty obligati 11,78 9,911



Current maturities of lor-term debt 1,151 1,181

Current maturities of lor-term marketing obligation 30¢€ 11t
Billings in excess of costs and estimated eas 5,64¢ 6,761
Customer deposi 4,74 2,82¢
Deferred maintenance rever 2,68¢ 1,81
Total current liabilitie: 39,76: 35,41(
Long-term debt, less current maturiti 25k 1,14¢
Long-term marketing obligation 697 38¢
Long-term warranty obligation 1,312 98¢
Deferred income taxe 3,501 2,04:
5,771 4,56

TOTAL LIABILITIES 45,53 39,97:

SHAREHOLDERS' EQUITY
Common stock, no par value, authorized 60,000
shares, 19,032,730 and 18,886,492 shares ig$

January 29, 2005 and May 1, 2004, respect 17,44 16,40¢
Additional pai«-in capital 3,26¢ 2,27¢
Retained earning 80,35! 67,67
Treasury stock, at cost, 19,680 sh: 9 9
Accumulated other comprehensive income (I 74 (84)

101,12¢ 86,26

$146,65¢ $ 126,23t

See notes to consolidated financial statem
|

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)

(unaudited)
Three Months Ended Nine Months Ended
January 29, January 31, January 29, January 31,
2005 2004 2005 2004
(13 weeks) (13 weeks) (39 weeks) (39 weeks)
Net sales $ 50,81 $ 44,74 $ 169,00 $ 151,96!
Cost of goods sol 35,457 29,99¢ 113,52 97,91«
Gross profit 15,36! 14,74¢ 55,47: 54,05¢
Operating expense
Selling 8,18¢ 6,81¢ 22,91 19,69¢
General and administrati 2,45¢ 2,521 7,292 6,85¢
Product design and developm 2,522 1,89: 7,622 6,177
13,16 11,23 37,82% 32,73(
Operating income 2,19¢ 3,51¢ 17,64¢ 21,32
Nonoperating income (expens
Interest incomu 36E 25¢ 99C 721
Interest expens (49) (78) (160 (407
Other income (expense), t a7 222 284 571
Income before income taxe
and minority interest 2,33¢ 3,91¢ 18,76( 22,21¢
Income tax expense (bene! (11¢€) 1,34t 6,08t 8,592

Income before minority



interest 2,45¢ 2,57: 12,67¢ 13,62«

Minority interest in income ¢

subsidian — 43 — (31
Net income $ 2,45 $ 2,61 $ 12,67 $ 13,59
Earnings per shar
Basic $ 0L $ 0.1 $ 0.6 $ o7
Diluted $ 0.1 $ oL $ 0.6 $ 0.6

See notes to consolidated financial statements.

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
Nine Months Ended
January 29, January 31,
2005 2004
(39 weeks) (39 weeks)

Cash flows from operating activitie
Net income $ 12,67  $ 13,59
Adjustments to reconcile net income to net ¢
provided by operating activitie

Depreciatior 5,45¢ 4,54(
Amortization 77 10C
(Gain) Loss on sale of property and equipn 15 (309
Minority interest in income of subsidia - 31
Provision for doubtful accoun (17¢) 32¢
Deferred income taxes, r 32 112
Change in operating assets and liabili 1,38 (6,307)
Net cash provided by operating activities 19,39¢ 12,10(
Cash flows from investing activitie
Purchase of property and equipm (8,235 (7,100
Cash consideration paid for acquired busine (1,02¢) -
Proceeds from sale of property and equipr 79 68¢
Net cash used in investing activitie (9,180 (6,417)
Cash flows from financing activitie
Principal payments on lo-term debt (1,170 (5,495
Payments on notes paya (157) (10%5)
Proceeds from exercise of stock opti 542 463
Proceeds from issuance of l-term debt 51 18t
Net cash used in financing activitie: (734 (4,957)
Effect of exchange rate changes on ¢ 91 14
Increase in cash and cash equivali 9,57¢ 75C

Cash and cash equivaler
Beginning 16,25¢ 9,271

Ending $ 25,83(  $10,02:

Supplemental disclosures of cash flow informat
Cash payments fa



Interes $ 17¢ $ 40c
Income taxes, net of refun 5,74z 9,59¢

Supplemental schedule of r-cash investing an
financing activities
Tax benefits related to exercise of stock opt $ 99C $ 94z

See notes to consolidated financial statem
|

DAKTRONICS, INC. AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except share and per share data)

(unaudited)
Note 1. Basis of Presentation

In the opinion of management, the accompanynaudited consolidated financial statementsainrall adjustments necessary to fairly
present our financial position, results of operadiand cash flows for the periods presented. Tégapation of financial statements in
conformity with accounting principles generally apted in the United States of America requires rgameent to make estimates and
assumptions that affect the reported amounts thebeie to the inherent uncertainty involved in nmakestimates, actual results in future
periods may differ from those estimates.

Certain information and footnote disclosunermally included in financial statements predaneaccordance with accounting principles
generally accepted in the United States of Amdraae been condensed or omitted. The balance shigletyal, 2004 has been derived from
the audited financial statements at that date bes chot include all of the information and footrsotequired by generally accepted accounting
principles for complete financial statements. Thasancial statements should be read in conjunatiith our financial statements and notes
thereto for the year ended May 1, 2004, which argained in our Annual Report on Form 10-K prevlgdied with the Securities and
Exchange Commission. The results of operationghinterim periods presented are not necessadigative of results that may be expec
for any other interim period or for the full fiscgar.

The consolidated financial statements itbelthe accounts of our wholly owned subsidiariesktnics GmbH, Star Circuits, Inc., Spt
Link, Ltd., MSC Technologies, Inc., Daktronics, Uktd, Daktronics HK, Ltd. and Daktronics Canada;. Imvestments in affiliates owned
50% or less are accounted for by the equity methmdrcompany balances and transactions have biee@nated in consolidation.

Certain reclassifications have been madbddiscal year 2004 financial statements to confto the presentation used in the fiscal year
2005 financial statements. The reclassificatiordsi@effect on shareholders’ equity or net incomeraviously reported.

Use of estimate$he preparation of financial statements in confeymiith accounting principles generally acceptethi@ United State
requires us to make estimates and assumptionaffeat the reported amounts of assets and liagsligind disclosure of contingent assets and
liabilities at the date of the financial statemeams! the reported amounts of revenues and expduoseg the reporting period. Actual results
could differ significantly from those estimates. téidal estimates that are particularly susceptibleignificant change in the near-term relate
to the determination of the estimated total costfoagterm contracts, estimated costs to be incurregroduct warranty, inventory valuati
reserves for doubtful accounts and estimated éffeainnual tax rates. Changes in estimates amxctefl in the periods in which they become
known. During the third quarter of fiscal year 20@%& revised our estimate of our effective incomertate to reflect the greater impact of
research and development tax credits, based omanded federal income tax return for fiscal yed¥128nd a change in estimated research
and development credits for the year ended Apri2BD5. This change resulted in an increase imneetne of approximately $800 or
approximately $.04 per share on a fully dilutedidas

Note 2. Significant Accounting Policies

Stockbased compensatioAt January 29, 2005, we had four stock-based eneglapmpensation plans, which are described mdse ful
in our Annual Report on Form 10-K. We account farge plans under the recognition and measuremiectges of APB Opinion No. 25,
“Accounting for Stock Issued to Employeesand related interpretations. No stock-based emplogenpensation cost is reflected in net
income, as all options granted under those pladsihaxercise price equal to the market valuestitiderlying common stock on the date of
grant. The following table illustrates the effeatimet income and earnings per share if we hadexpftie fair value recognition provisions of
Statement of Financial Accounting Standards (“SPA$. 123, “Accounting for Stock-Based Compensatitm stock-based compensation.

Changes in our product warranties for time months ended February 29, 2005 consisted dbtloaving:

Three Months Ended Nine Months Ended
January 29, January 31, January 29, January 31,
2005 2004 2005 2004




Net income as reporte $ 2,45t $ 2,61€ $12,67¢ $ 13,59!
Deduct: Total sto-based metho
employee compensation expe
determined under fair vali
based method for all awards,

of related tax effec (259 (110 (539 (321)
Pro forma net incom $ 2,201 $ 2,50¢€ $12,14: $ 13,27:
Earnings per shar

Basic- as reportet $ 0.1c $ 012 $ 0.6 $ 0.7¢
Basic— pro forma 0.1z 0.1z 0.64 0.71
Diluted— as reportet 0.1z 0.1z 0.6: 0.6¢
Diluted— pro forma 0.11 0.1z 0.6C 0.67

Commitments and Contingenciksconnection with certain sales of equipment, \weehagreed to accept a specified level of recaum
the money owed by our customers to other finanesitutions. At January 29, 2005 and at May 1,200 were contingently liable on such
recourse agreements in the amount of $250.

We are involved in various claims and legetlons arising in the ordinary course of businegssur opinion, based upon consultation
with legal counsel, the ultimate disposition of¢benatters will not have a material adverse effaaur consolidated financial position.

Product Warrantieg/e offer standard warranty coverages on many opoanlucts, which include parts and in some cades |a
maintenance and support, for periods varying from@ @ 10 years. The specific terms and conditidrieese warranties vary depending on
the product sold and other factors. We estimatedisés that may be incurred under the warrantyraoord a liability in the amount of such
costs at the time the product is shipped in the castandard orders and prorated over the conigtnugeriod in the case of custom projects.
Factors that affect our warranty liability inclubdistorical and anticipated costs. We periodicaligess the adequacy of our recorded warranty
costs and adjust the amounts as necessary.

Changes in our product warranties for time months ended January 29, 2005 consisted dbtiogving:

Amount

Beginning accrued warranty ci $ 4,18¢

Warranties issued during pleeiod 2,50¢

Settlements made during theqa (3,087

Changes in accrued warranst<for pr-

existing warranties during theriod,

including expiratiol 1,29¢
Ending accrued warranty ct $ 4,901

Lease Commitment§Ve lease office space for various sales anda®iotations and various equipment, primarily,affequipment.
Rental expense for operating leases amounted tb &3d $891 for the nine months ended January 2% a0d January 31, 2004,
respectively. Future minimum payments under nonelahte operating leases, excluding executory casth as management and
maintenance fees, with initial or remaining termsme year or more consisted of the following atutay 29, 2005:

Fiscal Yeai Amount
2005 $ 232

2006 78E
2007 461
2008 19¢
2009 12¢€
Thereaftel 57

Total $ 1,85i

Purchase CommitmenEsom time to time, we commit to purchase inventamg advertising rights over periods that extend avwear.
As of January 29, 2005, we were obligated to pwsehaventory and advertising rights through fisesdr 2009 as follows:

Fiscal Year Amouni
2005 $ 1,391




2006 892

2007 54
2008 54
2009 53

Total $ 2,44«

Note 3. Recently Issued Accounting Pronouncements

In November 2004, the Financial Account8tgndards Board (“FASB”) issued SFAS No. 151, “imeey Costs”. SFAS No. 151
amends the guidance in Accounting Research Bultind3, Chapter 4, “Inventory Pricing,” to clarifiye accounting for abnormal amounts
of idle facility expense, freight, handling cosisad wasted material. SFAS No. 151 requires thalitems be recognized as current period
charges regardless of whether they meet the anitef “so abnormal.” In addition, SFAS No. 151 reqs that allocation of fixed production
overheads to the costs of conversion be basedeomattmal capacity of the production facilities. Tgrevisions of SFAS No. 151 are effective
for fiscal years beginning after June 15, 2005.d6@ot expect that implementation of SFAS No. 15lhave a material effect on our
consolidated financial condition or results of Ggigms.

On December 16, 2004, the FASB issued SNASL23R, “Share-Based Payment,” which is a rerigibSFAS No. 123, “Accounting
for Stock-Based Compensation.” SFAS No, 123R suoes APB Opinion No. 25, “Accounting for Stock lsduo Employees,” and amends
FASB Statement No. 95, “Statement of Cash Flowgn&ally, the approach in SFAS No. 123R is sintdahe approach described in SFAS
No. 123. However, SFAS No. 123R requires all s-based payments to employees, including grantsnpi@yee stock options, to be
recognized in the income statement based on thieivdlues. Pro forma disclosure is no longer geraative. SFAS No. 123R must be
adopted no later than the first interim or annwalqu beginning after June 15, 2005, irrespectivih® entity’s fiscal year. Early adoption w
be permitted in periods in which financial stateitsdrave not yet been issued. We expect to adopS3¥&# 123R on August 1, 2006, the
beginning of our second quarter of fiscal 2006.

As permitted by SFAS No. 123, we curreaitgount for share-based payments to employees A§BgOpinion No. 25's intrinsic value
method and, as such, generally recognize no corapensost for employee stock options. Accordingfy, adoption of SFAS No. 123R’s
fair value method will have an impact on our resdilbperations, although it will have no impactaur overall financial position. The ultim:
impact of adoption of SFAS No. 123R cannot be mtedi at this time because it will depend on lewélshare-based payments granted in the
future and other factors. However, had we adopfeaSSNo. 123R in prior periods, the impact of thaihslard would have approximated the
impact of SFAS No. 123 as described in the discsf pro forma net income and earnings per shaiNpie 2 to our consolidated financial
statements. SFAS No. 123R also requires the bera#ftax deductions in excess of recognized congi@mscost to be reported as a financ
cash flow, rather than as an operating cash floveasired under current literature. This requiretwveii reduce net operating cash flows and
increase net financing cash flows in periods aftlption. We are currently analyzing the impaahefe provisions.

Note 4. Revenue Recognition

Long-term contractsEarnings on long-term contracts are recognizederpercentage-of-completion method, measured by the
percentage of costs incurred to date to estimatad ¢osts for each contract. Operating expensestarged to operations as incurred and are
not allocated to contract costs. Provisions foinestied losses on uncompleted contracts are maitie iperiod in which such losses are
estimable.

Equipment other than long-term contrac¥¥e recognize revenue on equipment sales, otherddingrterm contracts, when title passes,
which is usually upon shipment.

Long-term receivables and advertising righfée occasionally sell and install our products atlittes in exchange for the rights to ret
future advertising revenues generated at the fiaciior these transactions, we recognize revenutéamount of the present value of the
future advertising payments if enough advertissgadld to obtain normal margins on the contrad,vae record the related receivable in
long-term receivables. On those transactions wiverbave not sold the advertising for the full vatd¢he equipment at normal margins, we
record the related cost of equipment as advertisgigs. Revenue to the extent of the present valdke advertising payments is recognized
in long-term receivables when it becomes fixed @eigtrminable under the provisions of the applicableertising contracts. At the time the
revenue is recognized, costs of the equipmente@gnized based on an estimate of overall margieagd.

In cases where we receive advertising sighis opposed to only cash payments, in exchamgleg@quipment, revenue is recognized
becomes earned, and the related costs of the eqnimre amortized over the term of the advertisigigts, which were owned by us. On
these transactions, advance collections of adirggtigvenues are recorded as deferred income.

The cost of advertising rights, net of atization, was $1,319 as of January 29, 2005 andil$las of May 1, 200«



Product maintenancdn connection with the sale of our products, we a@scasionally sell separately priced extendedawtiegs and
product maintenance contracts. The revenue relatedch contracts are deferred and recognizedlystamet sales over the term of the
contracts, which varies from one to 10 years.

Software:We sell our proprietary software bundled with désgsl and certain other products. Pursuant to Amefiestitute of Certified
Public Accountants (“AICPA”) Statement of Positi®OP”) 97-2, “Software Revenue Recognition,” aseahed by SOP 98-4, “Deferral of
the Effective Date of a Provision of SOP 97-2,” &@P 98-9, “Modification of SOP 97-2, Software Rewe Recognition with Respect to
Certain Transactions,” revenues from software beefees on sales, other than long-term contragseaognized when persuasive evidence
of an agreement exists, delivery of the productdeasirred, the fee is fixed and determinable afiéction is probable. For sales of software
included in long-term contracts, the revenue isgeized under the percentage-of-completion metbotbhgterm contracts starting when
of the above-mentioned criteria have been met.

ServicesRevenues generated by us for services such as aygmort, control room design, on-site trainingjipment service and
continuing technical support for operators of agmipment are recognized as net sales as the seafiegerformed.

Derivatives:SFAS No. 133, “Accounting for Derivative Instrumerind Hedging Activities” , requires companiesgoognize all of its
derivative instruments as either assets or ligdsliiln the statement of financial position at faitue. The accounting for changes in the fair
value of a derivative instrument depends on whetheas been designated and qualifies as partefdging relationship and also on the type
of hedging relationship. For those derivative instents that are designated and qualify as hedgstguiments, a company must designate the
hedging instrument, based upon the exposure be&idgdd, as a fair value hedge, cash flow hedgedgehef a net investment in a foreign
operation.

For derivative instruments that are dedigthand qualify as a fair value hedge (that isghegithe exposure to changes in the fair value
of an asset or a liability or an identified portithrereof that is attributable to a particular rigkle gain or loss on the derivative instrument as
well as the offsetting loss or gain on the hedgewhiattributable to the hedged risk are recognizddde same line item associated with the
hedged item in current earnings during the perfati® change in fair values. For derivative instamts that are designated and qualify as a
cash flow hedge (that is, hedging the exposurat@bility in expected future cash flows that igibtitable to a particular risk), the effective
portion of the gain or loss on the derivative instent is reported as a component of other compsafeincome and reclassified into
earnings in the same line item associated witHdrerasted transaction in the same period or pgdoding which the hedged transaction
affects earnings. The remaining gain or loss ord#révative instrument in excess of the cumulatikiange in the present value of future cash
flows of the hedged item, if any, is recognizeaiher income/expense in current earnings duringo#n®d of change. For derivative
instruments that are designated and qualify aglgenef a net investment in a foreign currency,gaim or loss is reported in other
comprehensive income as part of the cumulativestation adjustment to the extent it is effectiveyAneffective portions of net investment
hedges are recognized in other income/expenseriantiearnings during the period of change. Foiveve instruments not designated as
hedging instruments, the gain or loss is recognizexher income/expense in current earnings dutiegoeriod of change. Currently, we h
not designated any hedges as fair value hedgestwdyges of a net investment in a foreign currency.

Cash Flow Hedging Strategy — To protectragahe reduction in value of forecasted foreigmrency cash flows resulting from certain
expected export sales, we have instituted a foreigrency cash flow hedging program. We hedge @astof our forecasted revenue
denominated in foreign currencies with forward cacts. When the dollar strengthens significantlgiast the foreign currencies, the decline
in value of future foreign currency revenue is efflsy gains in the value of the forward contra@signated as hedges. Conversely, when the
dollar weakens, the increase in the value of futoreign currency cash flows is offset by lossethivalue of the forward contracts.

During the nine months ended January 2052®e did not recognize any gains or losses rlatehe ineffective portion of our hedging
instruments, and gains of $0.01 million relatethi® portion of hedging instruments excluded fromaksessment of hedge effectiveness.
There were no cash flow hedges that were discoadimuring the first three quarters of fiscal ye@d=2

We expect to reclassify $30 of net gainglerivative instruments from accumulated other cahensive income to earnings during the
next twelve months due to actual export sales.

Note 5. Earnings Per Share

Basic earnings per share (EPS) is compwadividing income available to common shareholdsrshe weighted average number of
common shares outstanding for the period. DilutBe& Eeflects the potential dilution that would ocifigecurities or other obligations to issue
common stock were exercised or converted into comsbtack or resulted in the issuance of common steakthen shared in our earnings.

A reconciliation of the income and commabare amounts used in the calculation of basic doted EPS for three and nine months
ended January 29, 2005 and January 31, 2004 fallows

Per Share
Net Income Shares Amount

For the three months ended January 29, 2
Basic earnings per sh $ 2,45¢ 18,998,52 $ 0.1z
Effect of dilutive securitie:



Exercise of stock options and warr¢ — 1,197,721 (0.09)

Diluted earnings per she $ 2,45t 20,196,24 $ 0.12
For the three months ended January 31, 2
Basic earnings per sh $ 2,61¢ 18,750,36 $ 0.14
Effect of dilutive securitie:
Exercise of stock optiol — 1,261,89 (0.01
Diluted earnings per she $ 2,61¢ 20,012,25 $ 0.1z
For the nine months ended January 29, 2
Basic earnings per sh: $ 12,67¢ 18,940,13 $ 0.67
Effect of dilutive securitie:
Exercise of stock options and warr¢ — 1,240,29: (0.09
Diluted earnings per she $ 12,67¢ 20,180,42 $ 0.6:
For the nine months ended January 31, 2
Basic earnings per sh $ 13,59: 18,655,10 $ 0.7¢
Effect of dilutive securitie:
Exercise of stock optiol — 1,210,62: (0.0%)
Diluted earnings per she $ 13,59 19,865,73 $ 0.6¢

Note 6. Goodwill and Other Intangible Assets — Adojon of SFAS No. 142

We account for goodwill and other intangibbksets in accordance with SFAS No. 142, “Goodwill Other Intangible Assets,” and we
complete an impairment analysis on at least anarbasis and more frequently if circumstances wdrra

Goodwill, net of accumulated amottiiza, was $2,630 at January 29, 2005 and $1,4Magtl, 2004. Accumulated amortization
was $178 at January 29, 2005 and $125 at May 4.20@ performed our annual impairment analysisoafdyvill as of October 30, 2004.
The result of this analysis indicated that no goildmpairment existed as of that date.

As required by SFAS No. 142, intangiblefhwiinite lives continue to be amortized. Includedntangible assets are a non-compete
agreement and a patent license. Intangible asefissbaccumulated amortization were $550 at Jar2@r2005 and $540 at May 1, 2004.
Accumulated amortization was $513 and $483 at Iarih 2005 and May 1, 2004, respectively. Thevadéie of intangible assets is inclut
as a component of intangible and other asseteiachompanying consolidated balance sheets. Estinaatortization expense based on
intangibles as of May 1, 2004 was $41 and $28Herfiscal years 2005 and 2006, respectively.

Note 7. Inventories

Inventories consist of the foliag:

January 29, May 1,

2005 2004
Raw Materia $ 8,781 % 6,952
Wor-in-process 6,11C 3,05z
Finished goo 7,48¢ 6,59¢
$ 22,37t $ 16,60:

Note 8. Segment Disclosure

Our chief operating decision maker revidéwancial information presented on a consolidatasiy accompanied by disaggregated
information about revenue and certain expensemdrket and geographic region, for purposes of aBsgefinancial performance and maki
operating decisions. Accordingly, we consider olweseto be operating in a single industry segmfg.do not manage our business by
solution or focus area.

We do not maintain information on salepbyducts and, therefore, disclosure of such inféienas not practical



The following table presents informatidroat us by geographic area:

United States Other Total
Net sales for the nine months enc
January 29, 20! $ 152,69 $ 16,30¢ $ 169,00(
January 31, 20! 130,88: 21,08¢ 151,96¢
Lon¢-lived assets a
January 29, 20I 30,20: 3,12 33,32«
January 31, 201 28,69( 8832 29,57:

Note 9. Equipment Held for Sale

In accordance with SFAS No. 144, “Accougtior the Impairment or Disposal of Long-Lived Asséwe review long-lived assets to be
held and used and long-lived assets to be dispafs@tcluding intangible assets, for impairment wleer events or changes in circumstances
indicate that the carrying amount of such assetsmoabe recoverable. Recoverability of assetstbddd and used is measured by compe
the carrying amount of the asset to the future sgudinted net cash flows expected to be generatéuelysset. Recoverability of assets held
for sale is measured by comparing the carrying arhofithe assets to their estimated fair markatevalf any assets are considered to be
impaired, the impairment is measured by the ambunthich the carrying amount of the assets exctezlsstimated fair value.

During the second quarter of fiscal yead20nve entered into a plan to sell the rental egeipt owned by a wholly owned subsidiary to
allow us to focus more on sales of our new lin@Tour™ displays and to provide deeper suppati@tlisplay rental market. As a result,
this equipment was classified in the balance sagetntal equipment held for sale, and based oamalysis of recoverability, no loss has
been recognized related to the equipment, in aecma with SFAS No. 144,

Note 10. Acquisitions

On November 30, 2004, we acquired all efdksets and assumed certain liabilities of Dodgetenics, Inc. (“Dodge”), and on
December 14, 2004, we acquired 100% of the outstgrefock of European Timing Systems, Ltd. Bothuasitjons were paid for in cash, €
the related acquisition agreements contain prowssfor contingent consideration based on the goosf#t of future transactions connected
with each business. The amount of the contingemsideration is not expected to be significant aildbe treated as compensation expens
it becomes earned. No amounts have been paid thidarguary 29, 2005. We are also currently leasiniiities in Topeka, Kansas from the
seller of Dodge for term of up to 5 years.

The aggregate cost of these acquisitiorssapproximately $1,024. Goodwill in the amount df1®26 was recognized, and that amount is
expected to be fully deductible for tax purposescaise these transactions are not material tooys,onfforma disclosures have been made.

Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion highlights thermipal factors affecting changes in financial coiodi and results of operations. This discus:
should be read in conjunction with the accompanyimgsolidated financial statements and notes teadheolidated financial statements.

OVERVIEW

We design, manufacture and sell a wideeafglisplay systems to customers in a variety afkets throughout the world. We focus our
sales and marketing efforts on geographical regimaskets and products. The primary categoriesarkets include sport, commercial and
transportation.

Our net sales and profitability historigatlave fluctuated due to the impact of large produders, such as display systems for
professional sport facilities and colleges and ersities, as well as the seasonality of the sposaiket. Net sales and gross profit percentages
also have fluctuated due to other seasonality fadteluding the impact of holidays, which primgritnpact our third quarter. Our gross
margins on large product orders tend to fluctuateenthan those for smaller standard orders. Largeyzt orders that involve competitive
bidding and substantial subcontract work for pradiustallation generally have lower gross margiighough we follow the percentage of
completion method of recognizing revenues for langgtom orders, we nevertheless have experiengetifitions in operating results and
expect that our future results of operations maguigect to similar fluctuations.

Orders are booked only upon receipt ofra fiontract and, depending on terms, only aftegipg®f any required deposits related to the
order. As a result, certain orders for which weéheaceived binding letters of intent or contracii$ mot be booked until all required
contractual documents and deposits are receiveatidition, order bookings can vary significantlyaaesult of the timing of large orde



We operate on a 52-53 week fiscal yeal figical years ending on the Saturday closest il 8p of each year. Fiscal years 2005 and
2004 each contains 52 weeks.

For a summary of recently issued accourgirmgnouncements and the effects of those pronousitenon our financial results, refer to
Note 3 of the notes to our consolidated finandiaiesnents, which are included elsewhere in thisnte

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following discussion and analysis official condition and results of operations aretagpon our consolidated financial
statements, which have been prepared in accordegititaccounting principles generally accepted m thited States of America. The
preparation of these financial statements requirumake estimates and judgments that affectegperred amounts of assets, liabilities,
revenues and expenses and related disclosure tifigent assets and liabilities. On a regular bagésevaluate our estimates, including those
related to estimated total costs on long-term eat$r estimated costs to be incurred for productaméies and extended maintenance
contracts, bad debts, excess and obsolete inveamalgontingencies. Our estimates are based arib@texperience and on various other
assumptions that are believed to be reasonable timeleircumstances, the results of which formhkasis for making judgments about the
carrying values of assets and liabilities thatreoereadily apparent from other sources. Actualltesnay differ from these estimates under
different assumptions or conditions.

We believe the following critical accourgipolicies require significant judgments and esteman the preparation of our consolidated
financial statements:

Revenue recognition on long-term contraéiarnings on long-term contracts are recognizederpércentage-of-completion method,
measured by the percentage of costs incurred étdastimated total costs for each contract. Biows for estimated losses on uncompleted
contracts are made in the period in which suchetosse estimatable. Generally, contracts we enteihave fixed prices established and, to
the extent the actual costs to complete contraethigher than the amounts estimated as of theaddle financial statements, the resulting
gross margin would be negatively affected in futgymarters when we revise our estimates. Our peito revise estimates as soon as such
changes in estimates are known.

Allowance for doubtful accounté/e maintain an allowance for doubtful accountsefstimated losses resulting from the inability of ou
customers to make required payments. If the firrmogindition of our customers were to deterioregsulting in an impairment of their ability
to make payments, additional allowances may beimedjur o identify impairment in the customer’s @gito pay, we review aging reports,
contact customers in connection with collectioroeff and review other available information. Aslahuary 29, 2005, we had an allowance
for doubtful accounts balance of approximately $ilion.

Warranties We have created a reserve for warranties on owlugte equal to our estimate of the actual costetimcurred in
connection with our performance under the warrantBenerally, estimates are based on historicaréxmce taking into account known or
expected changes. If we would become aware of@ease in our warranty reserves, additional resanay become necessary, resulting in
an increase in costs of goods sold. As of Januarg@05, we had approximately $4.9 million reseri@dhese costs.

Extended warranty and product maintenandk have deferred revenue related to separatelggegtended warranty and product
maintenance agreements. The deferred revenueoigmeed ratably over the contractual term. If waulddbecome aware of an increase in
estimated costs under these agreements in excess déferred revenue, additional reserves mayebessary, resulting in an increase in
costs of goods sold. As of January 29, 2005, apprately $0.06 million in additional expense wasvided for. In determining if additional
reserves are necessary, we examine cost trenthe @ontracts and other information and comparetthéite deferred revenue.

Inventory.Inventories are stated at the lower of cost or etafdarket refers to the current replacement @stept that market may not
exceed the net realizable value (that is, estimsgdohg price in the ordinary course of businessIreasonable predictable costs of compl
and disposal); and market is not less than theeadizable value reduced by an allowance for nopnafit margins. In valuing inventory, we
estimate market value where it is believed to leddlver of cost or market, and any necessary ceagecharged to costs of goods sold ir
period in which it occurs. All other inventory ialued at cost.

RESULTS OF OPERATIONS

The following table sets forth the percgetaf net sales represented by items includedrcansolidated statements of income for the
periods indicated:

Three Months Ended Nine Months Ended
January 29, January 31, January 29, January 31,
2005 2004 2005 2004



Net sales 100.0% 100.0% 100.0% 100.0%

Cost of goods sol 69.8% 67.0% 67.2% 64.4%
Gross profit 30.2% 33.0% 32.8% 35.6%
Operating expense 25.9% 25.1% 22.4% 21.6%
Operating incom: 4.3% 7.9% 10.4% 14.0%
Interest incomt 0.7% 0.5% 0.6% 0.5%
Interest expens (0.1%) (0.2%) (0.1%) (0.3%)
Other income (expense), r (0.3%) 0.5% 0.2% 0.4%
Income before income taxes &

minority interes 4.6% 8.7% 11.1% 14.6%
Income tax expens (0.2%) 3.0% 3.6% 5.7%
Minority interest in income of subsidia - 0.1% - (0.0%)
Net income 4.8% 5.8% 7.5% 8.9%

NET SALES

Net sales increased 11.2% to $169.0 miflawmine months ended January 29, 2005 as compai®thb2.0 million for the same period
fiscal year 2004. Net sales increased 14.3% to3®5(lion for the quarter ended January 29, 2008amspared to $44.7 million for the same
period in fiscal year 2004. For the nine months aquarter ended January 29, 2005, net sales inctéasd three markets, with the
commercial market continuing to see the greatastepgage growth rates. Net sales for the quartdeddanuary 29, 2005 were up
domestically but down on an international basis.tRe quarter, all three markets were up doublé gigrcentages, while on a year to date
basis in fiscal 2005, the sports and transportdiigsinesses are up only slightly. As a percenvefall net sales, standard product orders
approximately 35% of net sales for the third quanfdiscal year 2005 as compared to approximaddbs for the third quarter of fiscal year
2004.

Within the sports markets, the increasednsales in the third quarter of fiscal year 288%ompared to the third quarter of fiscal year
2004 was the result of a significant increase lessto the mid-sized facilities, which had salesnafre than double the same period one year
ago. This increase was offset by a decline in aletssto professional sports facilities, which intgd the effects of two larger baseball stadium
transactions in last year's period and a declirgales outside the United States. The small feslibusiness also increased; however, the rate
of increase was less than expected. Net salesalsmrémpacted during the quarter by delays in bagkirders from original expectations as
orders for a few professional baseball facilitierevbooked at the end of the quarter or earlyérfakirth quarter of the fiscal year.

The growth in the smaller and mid-sizedlitées portion of the sports market includes higbales of both standard products and custom
display systems and is due to opportunities foitamfel displays in facilities and the expandingrkeds for our products. In addition, we
benefit from our network of sales and service eithroughout the country, giving us the abilityséove our customers more effectively,
which enhances sales. We believe that the effétteeaconomy have a lesser impact on our sportkehas compared to our other markets,
since our products are generally revenue genertiala (through advertising) for facilities and syorts business in general is more resistant
to negative factors in the economy as a whole.

Net sales in the sports market internatlgneere down for the third quarter of fiscal 20@8d more significantly year to date in fiscal
year 2005 as compared to the same periods in fiseal2004. We believe this is a reflection ofititeerent volatility of large orders and t
timing of when orders are booked, and over the geatter we expect international sales could pjzklepending on our success in the timing
of some larger orders, including some for whichhage already received non-binding commitments.

In terms of orders in the sports markegsiggally the same factors noted above relatingtsales cause similar changes in components
of order bookings, although timing of large ordnsds to cause differing short term results. Fertttird quarter of fiscal year 2005, order
bookings were up by more than 15% in the sportketars compared to the third quarter of fiscal 2004 are optimistic that transactions
that were delayed in the third quarter of fiscad2Will be booked in the fourth quarter. These osdeombined with estimates for other or«
in the fourth quarter, could cause bookings fonyjthar to reach our original goals set at the bagmof the fiscal year. This expectation is
subject to the risks of timing of the orders ang fiisk of a competitive environment. We continuedée solid performances in professional
sports and mid-sized institutions as comparedeécstime periods one year ago. We believe that twvetlyiin the sports market over the long-
term is driven by new product development, new tigesxisting products, an expanding market asppaducts become more affordable to
more institutions, growth internationally, and @werall product offerings, which we believe are thest complete systems in the
marketplace. We also expect that net sales in gsafal sports facilities will be down for fiscagr 2005 as compared to fiscal year 2004 as
a result of a lower number of expected new andvatea facilities. We expect net sales in the sanadl midsized sports facilities to be higt
for the entire fiscal year.

Net sales in the commercial market grewrduthe third quarter and first nine months of disgear 2005 as compared to the same
periods of fiscal year 2004. Sales of custom visgsiems and standard products were both stronggiiveng acceptance of our standard
Galaxy® display product line, sales to national accountamsgrs and an increasing demand for large videsyscontinues to fuel grow



as well as the improved economic conditions andyteater acceptance of LED technologies for adsiagi The commercial market of our
business has experienced the greatest percenagthdyoth for the third fiscal quarter of 2005 gredr to date in fiscal 2005 as compared to
the same periods in fiscal 2004. On an internatibasis, sales were up for the quarter and yedate as compared to the last fiscal year,
mostly due to a number of orders booked earli¢hényear in Europe and the Middle East. Saleshrrgbarts of the world in general are
down. We attribute this decline more to the inhexeratility of large orders. During the third qter of the fiscal year 2005, we were also
affected by delays in booking, primarily with respto two orders which we expected to have bookeihd the quarter and are now expected
to book in the fourth quarter.

Order bookings in the commercial marketenaso up significantly for the third quarter afdal year 2005 and year to date as compared
to the same periods of fiscal year 2004, in spitin@ delay in bookings described above. Althouglesand orders in the commercial market
depend to a large degree on current economic ¢onsljtwe have been able to grow the business doertproduct offerings and growing
acceptance and demand for the products, our irtten@ expansion, our network of sales and sereftiees throughout the United States, the
development of resellers, primarily in the Unitadt8s, and the integrated offerings we providew&scontinue to penetrate the opportunities
in the commercial market, including national acdswand business outside of the United States, il develop our regional sales force,
we expect the trend of increasing standard ordiemve and large video systems to continue at dodigl#percentage growth rates.

Net sales in the transportation marketssimged by more than 15% during the third quartéischl year 2005 as compared to the same
period of fiscal 2004 primarily as a result of 8teong order bookings in the preceding quarterstfi®nine months ended January 29, 2005,
net sales in the transportation market are nowligptly as compared to the same period in fisc&12®verall order bookings in the
transportation market were down for the quartesaspared to the same quarter one year ago, butyeéate, they remain up slightly. We
expect that for fiscal year 2005, the transportati@arket will increase as compared to fiscal y@#42in orders and net sales.

We occasionally sell products in exchargyelie advertising revenues generated from useocafyets. These sales represented 3.8% and
2.5% of net sales for the third quarter and ninatim®ended January 29, 2005. The gross profit peorethese transactions have typically
been higher than the gross profit percent on dthesactions of similar size, although the selbxgenses associated with these transactions
are typically higher.

The order backlog as of January 29, 2006 approximately $53 million as compared to $43iomillas of January 31, 2004 and $50
million at the beginning of the third quarter cfdal year 2005. Historically, our backlog varieg doi the timing of large orders. The increase
in backlog for the third quarter of fiscal year B0®as across all three markets. As compared tbegening of the third quarter of fiscal year
2005, the backlog declined in the commercial maaket increased in the sports and transportatiokehafhe changes were the result of the
combination of the changes in orders and net sidesissed above.

GROSS PROFIT

Gross profit increased 4.1% to $15.4 millfor the third quarter of fiscal 2005 as compare#i14.7 million for the third quarter of fiscal
year 2004. For the nine months ended January 2%, 200ss profit increased 2.6% to $55.5 milliompared to $54.1 million for the nir
months ended January 31, 2004. As a percent cfates, gross profit was 30.2% and 32.8% for thnekenéne months ended January 29, 2z
as compared to 33.0% and 35.6% for the three ar@lmonths ended January 31, 2004. The gross naegientage declined in the third
quarter of fiscal 2005 as compared to the thirdtguaf fiscal year 2004 due to fewer raw maternmise declines, the decline in on-site
favorable variances, higher freight costs, delaysrder bookings, causing more expediting of pants, the overall competitive environment.
We strive towards higher gross margins as a peafergt sales, although depending on the actual peiformance on larger projects and
level of future sales, margin percentages maymwease and are likely to decrease from the lefdbsst fiscal year in the short-term. We
expect that margins will remain the same or highaing the fourth quarter of fiscal year 2005 ami ithe first half of fiscal 2006 than they
were in the third quarter of the current fiscaliyea

OPERATING EXPENSES

Operating expense@perating expenses, which are comprised of selfjipgeral and administrative expenses and prodsgmand
development costs, increased by approximately 17t@ft $11.2 million in the third quarter of fiscgdar 2004 to $13.2 million in the third
quarter of fiscal year 2005. As a percent of nktssaperating expenses increased from 25.1% cfaies to 25.9% of net sales. For the nine
months ended January 29, 2005, operating expemsesased 15.6% from $32.7 million for the nine rhsrénded January 31, 2004 to $37.8
million for the nine months ended January 29, 2005.

Selling Expenses$elling expenses consist primarily of salariesepdmployee related costs, travel and entertainesgense, facilities-
related costs for sales and service offices, apérmditures for marketing efforts, including collaematerials, conventions and trade shows,
product demos and supplies.

Selling expenses increased 20.0% to $8libmfor three months ended January 29, 2005 agpeved to $6.8 million for the same
period in fiscal year 2004. Selling expenses ireedal 6.3% to $22.9 million for the nine months ehd@nuary 29, 2005 from $19.7 million
for the same period in fiscal year 2004. Sellinganses increased to 16.1% of net sales for the ghiarter of fiscal year 2005 from 15.3% of
net sales for the third quarter of fiscal year 20802r the nine months ended January 29, 2005ngedkpenses were 13.6% of net sale



compared to 13.0% of net sales for the nine moaled January 31, 2004.

Selling expenses for the quarter and the months ended January 29, 2005 were higheresul of an increase in personnel costs as
we continued to build our sales infrastructureenain markets, including commercial products, tdiggsignage and sports marketing, costs
related to the two acquisitions in the third quardtégher depreciation costs related to demonstmagguipment as we developed and expandec
our product base, higher costs of trade shows,gpiiyninternational, increased commission expeasé, higher travel costs due to the
increased level of net sales. We expect sellingesp to increase slightly for the fourth quartefisifal 2005. As a percentage of net sales,
selling expenses for the year are expected todieshihan the fiscal year 2004 level primarily doi¢he lower than expected level of sales for
fiscal 2005.

General and Administrativé&eneral and administrative expenses consist pilynafrsalaries, other employee-related costs, g=ifmal
fees, shareholder relations fees, facilities andpenent related costs for administration departsyeaortization of intangibles and supplies.

General and administrative expenses wei® iBillion for the third quarter of fiscal year 2D@nd fiscal year 2004. General and
administrative expenses increased 6.3% to $7.8mifbr the nine months ended January 29, 200®apared to $6.9 million for the nine
months ended January 31, 2004. General and adraihistexpenses decreased to 4.8% as a perceat séles for the third quarter of fiscal
year 2005 from 5.6% of net sales for the third tpraof fiscal year 2004. For the nine months entletbary 29, 2005, general &
administrative expenses were 4.3% of net salesmpared to 4.5% of net sales for the nine monthe@danuary 31, 2004.

The increase for the first nine monthsiggdl year 2005 as compared to the third quartéiscdl year 2004 was due to increases in costs
primarily within our human resources and informatgystems departments due to our growth, informatystems maintenance and support
costs, training costs and higher costs of audg.f€aese increases were offset by lower profeskiers, excluding the audit fees, shareholder
relations costs and equipment rental costs aridiregto purchasing of equipment previously subjecental arrangements. We expect that
general and administrative costs will increasehgljgin the fourth quarter of fiscal 2005. Thisigsite could change as a result of the effort
expended to comply with the requirements of thd&aes-Oxley Act. In addition, it is likely that higr professional fees will be incurred in
connection with the analysis we are performingasearch and development tax credits, which is rudisedescribed below.

Product Design and DevelopmeRtoduct design and development expenses congisariy of salaries, other employee-related costs,
facilities and equipment related costs, and cdsssipplies.

Product design and development expensesased 33.2% to $2.5 million for the three montideel January 29, 2005 compared to $1.9
million for the same period in fiscal year 2004oéuct design and development expenses increasé®28.$7.6 million for the nine months
ended January 29, 2005 as compared to $6.2 mithiothe nine months ended January 31, 2004. Pratksign and development expense
was 5.0% of net sales for the third quarter ofdigear 2005 and 4.3% of net sales for third qua@®4. For the nine months ended January
29, 2005, product design and development expenses 5% of net sales for the third quarter ofdi005 as compared to 4.1% of net s
for the nine months ended January 31, 2004.

Generally, product design and developmgpérses increase during times when our engineegs@urces are not dedicated to ldagn
contracts, as the same personnel who work on i@sead development also work on long-term contrdasing the third quarter of fiscal
2005, we invested in a number of critical initigby including development of our new ProTour™ bifi@ideo displays, our Vplay®
controller, a new generation of our ProStar® tedbgy our Galaxy® product line and software relatethe Vanguard® product line. We
expect that product design and development expevifiegpproximate 4.0% to 4.5% of net sales for 20®5 fourth quarter.

INTEREST INCOME

We occasionally sell products on an instealit basis, under lease arrangements or in exchliantiee rights to sell and retain advertising
revenues from displays, which result in long-tegoeivables. We also invest excess cash in shonttemporary cash investments that
generate interest income. Interest income resultmg these long-term receivables increased 41&$01t4 million for the three months
ended January 29, 2005 as compared to $0.3 mithiothe third quarter of fiscal year 2004. For tliee months ended January 29, 2005,
interest income increased 37.3% to $1.0 milliomfi$0.7 million for the nine months ended January2®D4. The increase for both periods
of time was the result of higher average leveleofporary cash investments and long-term receisahléstanding during the respective
periods.

INTEREST EXPENSE

Interest expense is comprised primariljntérest costs on our notes payable and long-tetoh. ds a result of the low levels of debt
outstanding, the change in interest expense fothihg quarter of fiscal year 2005 as comparedhodame period in fiscal year 2004 was not
significant. On a year to date basis, interest pgpdias declined 60.1% to $0.2 million from $0.4#iom due to the lower levels of debt
outstanding.

OTHER INCOME (EXPENSE), NET



Other income (expense), net, decreasedt@) million for the third quarter of fiscal yead05 as compared to $0.2 in the third quart
fiscal year 2004. For the first nine months of diisgear 2005, other income (expense), net, dealagast0.3 million from $0.6 million for the
same period in fiscal year 2004. The decreaséotttird quarter resulted primarily from a writewdoon an investment we made in a startup
technology display business a number of years Bgeyear to date decline resulted primarily from decrease in gains on sales of mobile
displays by the company’s video rental display bess.

INCOME TAX EXPENSE (BENEFIT)

Income taxes decreased 108.6% to a bexfefd.1 million in the third quarter of fiscal ye2D05 as compared to an expense of $1.3
million in the third quarter of fiscal year 2004rRhe first nine months of fiscal year 2005, ineotaxes decreased 29.2% to $6.1 million as
compared to $8.6 million for the first nine montfdiscal year 2004. The decrease was due to terlpre-tax income and the benefits
associated with research and development tax srdlitring the third quarter of fiscal year 2005, negiewed our prior years’ claims for
research and development tax credits and conclidecdditional research and development expenssiigd for the credit. As a result, we
amended our return for fiscal year 2001, realizingadditional research and development tax crédipproximately $0.4 million. In additiol
during the third quarter, we recognized $0.4 millaf benefits related to the current fiscal yeaesrch and development credits.. The
effective rate (benefit) of (5.0%) in the third qes of fiscal year 2005 compares to an effectate of 34.3% in the third quarter of fiscal y:
2004. Year to date, the effective rate is approéye32.4% as compared to 38.7% for the first mmanths of fiscal year 2004. During the
fourth quarter of fiscal year 2005, we expect @ire additional benefits for fiscal years 2002020and 2004, which could total more than
$1.0 million. As a result of the arrangement fomguiting these benefits, we have entered into arggent fee arrangement with a public
accounting firm, other than our independent auditdp the extent there are benefits, those benveditdd be offset partially through higher
professional fees. In the absence of the bendfitsiar years, we estimate that the actual effectax rate for fiscal year 2005 would be
approximately 36%.

Over the course of the last three yeaes\World Trade Organization (“WTQO”) has ruled tha fprovisions contained in the FSC Repeal
and Extraterritorial Income Exclusion Act of 200&T1") are prohibited export subsidies under thkesuof the WTO. Federal legislation was
recently signed into law that repealed ETI in thiufe in favor of a deduction relating to incomegiltitable to domestic production activities.
We have not yet fully evaluated the provisionshi$ hew legislation; however, the ETI is being mtheut over time beginning in calendar
year 2005, when the ETI benefits get reduced to.808% new provisions will allow a deduction thatimbreduce taxable income by 9.0%,
9.0% of qualified production activities income, wheéver is less. The full benefit of this provisieill not be achieved until 2010. We do not
expect this, however, to have a material impaatumeffective tax rates for fiscal year 2005. THeas on future years are being evaluated.

Liquidity and Capital Resources

Working capital was $64.7 million at Janua®, 2005 and $51.8 million at May 1, 2004. Weéhhistorically financed working capital
needs through a combination of cash flow from ofg@na and borrowings under bank credit agreements.

Cash provided by operations for the ninetih® ended January 29, 2005 was $19.4 million.imMéetme of $12.7 million plus
depreciation and amortization of $5.5 million, aorease in accounts payable and accrued expeiiiegshn excess of costs and estimated
earnings and customer deposits and a decreasegrdom receivables was offset by increase in ittrgndeferred and current income taxes,
and the effects of changes in various other opegassets and liabilities. The changes in operatisgts and liabilities were related to the
growth we experienced during the first half of ylear, higher inventory levels in preparation fopested standard product and custom orders
in the fourth quarter. The decline in long-termeaigables resulted from the sale of receivables nararecourse basis.

Cash used by investing activities consiste$i8.2 million for purchases of property and guoént for the nine months ended January 29,
2005. During the first nine months of fiscal ye@03, the Company invested approximately $0.5 mmlliotransportation equipment, $2.0
million in manufacturing equipment, $1.7 millionimformation systems infrastructure, including safte, $1.4 million in product
demonstration equipment and $1.3 million in buitdgxpansion and improvements. These investmenis made to support our continued
growth and to replace obsolete equipment. Durieghird quarter of fiscal 2005, we made two acdjoiss totaling approximately $1.1
million in cash for operating assets in the casBadge Electronics, and 100% of the outstandingksito the case of European Timing
Systems, Ltd. Included in the acquisitions was agiprately $1.1 of goodwill.

Cash used by financing activities include®tl.3 million net reduction of long-term debt agaments and shoirm notes payable offs
by $0.5 million in proceeds from the exercise oftktoptions.

We have used and expect to continue tcaske reserves and bank borrowings to meet our-tgdrontworking capital requirements. On
large product orders, the time between order aaceptand project completion may extend up to andexk18 months depending on the
amount of custom work and the customer’s delivargds. We often receive a down payment or proge@gsients on these product orders.
To the extent that these payments are not suffitéefund the costs and other expenses associatedh&se orders, we use working capital
and bank borrowings to finance these cash requinesne

Our product development activities incldlle enhancement of existing products and the dprredat of new products from existing
technologies. Product design and development exgemsre $2.5 million for the quarter ended Jan@8ry2005. We intend to continue



incur these expenditures to develop new displagyets using various display technologies to ofighér resolution and more cost effective
and energy efficient displays. We also intend toticme developing software applications for ouptiig controllers to enable these products
to continue to meet the needs and expectatiortseahiarketplace.

We have a credit agreement with a bankphatides for a $20.0 million line of credit, whiaicludes up to $5.0 million for standby
letters of credit. The interest rate on the linemfdit is equal to LIBOR plus 1.55% (4.1% at Jap@®, 2005) and is due on October 1, 2005.
As of January 29, 2005, no advances under theficeadit were outstanding. Six standby lettersreflit were issued and outstanding for
approximately $1.0 million as of January 29, 20DBe credit agreement is unsecured and requires mgét certain covenants, including the
maintenance of tangible net worth of at least $40am, a minimum liquidity ratio, a limit on dividnds and distributions, and a minimum
adjusted fixed charge coverage ratio. Daktroniasada, Inc., our subsidiary, has various creditegents that provide up to $0.2 million in
borrowings under lines of credit. The interest k@iethe lines of credit is equal to 1.0% abovephime rate of interest (5.5% at January 29,
2005). As of January 29, 2005, $0.1 million hadrbéeawn under the line. The lines are secured pilyriay accounts receivables, inventory
and other assets of the subsidiary.

We are sometimes required to obtain perdmre bonds for display installations, and we haeraling line available through a surety
company that provides for an aggregate of $100onilh bonded work outstanding. At January 29, 2005 had approximately $7.3 million
of bonded work outstanding against this line.

We believe that under our current growtinegtes over the next year, we have sufficient caypander our lines of credit. Beyond that
time, we may need to increase the amount of oulitdiailities depending on various factors. Wei@pate that we will be able to obtain any
needed funds under commercially reasonable terons Gur current lender. We believe that cash froerafons, from our existing or
increased credit facility, and from our current Wiog capital will be adequate to meet the cashirements of our operations in the
foreseeable future.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
FOREIGN CURRENCY EXCHANGE RATES

Through January 29, 2005, most of our aktsswere denominated in United States dollarsoamn@xposure to foreign currency
exchange rate changes was not significant. Ne$ saiginating outside the United States for thedtiguarter of fiscal year 2005 were 9.6% of
total net sales. We operate in Canada through dywhwned subsidiary. Sales of the Canadian suasjdiomprised 1.9% of net sales in the
third quarter of fiscal year 2005. If we believéditcurrency risk in Canada was significant, we diautilize foreign exchange hedging
contracts to manage our exposure to the Canaditar.do

We expect net sales to international markethe future to increase as a percentage afales and that a greater portion of this business
will be denominated in foreign currencies. As autg®perating results may become subject to flatitis based upon changes in the
exchange rates of certain currencies in relatighédJnited States dollar. To the extent that wgage in international sales denominated in
United States dollars, an increase in the valubetJnited States dollar relative to foreign cucies could make our products less
competitive in international markets. This effexalso impacted by the sources of raw materiafs frdernational sources. We will continue
to monitor and minimize our exposure to currenagtilations and, when appropriate, use financiagjimgdtechniques, including foreign
currency forward contracts and options, to mininiee effect of these fluctuations. However, exclearage fluctuations as well as differing
economic conditions, changes in political climatéffering tax structures and other rules and ratjoihs could adversely affect our financial
results in the future.

INTEREST RATE RISKS

Our exposure to market rate risk for chariganterest rates relates primarily to our detat bong-term accounts receivables. We
maintain a blend of both fixed and floating ratbtdastruments. As of January 29, 2005, our outhtandebt approximated $1.5 million,
substantially all of which was in fixed rate obliigas. Each 100 basis point increase or decreaisedrest rates would have an insignificant
annual effect on variable rate debt interest baseithe balances of such debt as of January 29, FabSixed rate debt, interest rate changes
affect its fair market value but do not affect eags or cash flows.

In connection with the sale of certain thgpsystems, we have entered into various typéimafcings with customers. The aggregate
amounts due from customers include an interestaienihe majority of these financings carry fixates of interest. As of January 29, 2005,
our outstanding long-term receivables were appraséty $13.0 million. Each 25 basis point increasiterest rates would have an
associated annual opportunity cost of approximekelst million.

The following table provides informationaat our financial instruments that are sensitiveltanges in interest rates, including debt
obligations, for the three quarters ending Apri} 3005 and subsequent fiscal years.

Principal (Notional) Amount by Expected Maturity
(in thousands)



Fiscal Year Ending There-
2005 2006 2007 2008 2009 after

Assets:
Long-term receivables
including current portion

Fixed rate 2,05¢ 3,632 1,73¢ 1,55 1,07¢ 2,967
Average interest ra 4.0% 8.7% 7.3% 7.4% 6.5% 7.2%
Liabilities:
Long and sho-term debt
Fixed rate 322 99¢ 81 23 23 44
Average interest ra 7.5% 8.1% 4.7% - - -

The carrying amounts reported on the ba&aheet for long-term receivables and long- andt¢bon debt approximates their fair value.

Substantially all of our cash balancesde@ominated in United States dollars. Cash balandeseign currencies are operating balances
maintained in accounts of our Canadian subsidiadyaccounts to settle euro-based and Australiaeebpayments. These balances are
immaterial as a whole.

Item 4. CONTROLS AND PROCEDURES

The Company carried out an evaluation, utige supervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer, bieteffectiveness of the design and operation o€dmpany’s “disclosure controls and
procedures,” as that term is defined in Rule 13@)&nd Rule 15d-15(e) under the Securities Exahayay of 1934, as of January 29, 2005,
which is the end of the period covered by this ref@ased upon that evaluation, the Chief Execuiiiécer and Chief Financial Officer
concluded that as of January 29, 2005, the Compatigtlosure controls and procedures were effective

Based on the evaluation described in thegfoing paragraph, the Company’s Chief Executiviic&f and Chief Financial Officer
concluded that during the quarter ended Januar@%, there was no change in the Company’s inteordarol over financial reporting that
has materially affected, or is reasonably likelyrtaterially affect, the Company'’s internal contwgkr financial reporting.

PART Il. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
Not Applicable

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Not Applicable

Item 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
Not Applicable

Item 5. OTHER INFORMATION
Not Applicable

Item 6. EXHIBITS

Ex 31.1* Certification Of The Chigkecutive Officer Required By Rule
13a-14(a) OR Rule 15d-14(a) Of The Securities EmgkaAct of 1934,
As Adopted Pursuant To Section 302 Of The Sart-Oxley Act Of 200z

Ex 31.2* . - . ' .
Certification Of The Chief Financial Officer Regeidt By Rule



13a-14(a) OR Rule 15d-14(a) Of The Securities EmgkaAct of 1934,
As Adopted Pursuant To Section 302 Of The Sart-Oxley Act Of 200z

Ex 32.1* Certification Of The Chiekecutive Officer Pursuant To Section
906 Of The Sarban-Oxley Act of 2002 (18 U.S.C. Section 13t
Ex 32.2*% Certification Of The Chieinancial Officer Pursuant To Section

906 Of The Sarban-Oxley Act Of 2002 (18 U.S.C. Section 13t

* Filed herewith

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

By: /s/ William R. Retteratl
Daktronics, Inc
William R. Retterath,
Chief Financial Officer and Treasu
Principal Financial Offie

Date: February 25, 2005

EXHIBIT 31.1

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER REQUIR ED BY RULE 13a-14(a) OR RULE
15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James B. Morgan, certify that:
1. | have reviewed this quarterly report onrRdi0-Q for the quarter ended January 29, 2005 &frbaics, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material facinoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statgmend other financial information included iistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1f8f the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes ttesigned under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly durihg tperiod in which this report is being prepal

b) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

c) Disclosed in this report any change in registraimternal control over financial reporting that aoed during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reportir



5. The registrant’s other certifying officer@)d | have disclosed, based on our most recehtatian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent function):

a) All significant deficiencies and material weaknesgethe design or operation of internal contralerdinancial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

b) Any fraud, whether or not material, that involvearmagement or other employees who have a significémin the registrant’interna
control over financial reporting; ar

By: [s/ James B. Morge
Daktronics, Inc
Chief Executive Office

Date: February 25, 2005

EXHIBIT 31.2

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER REQUIR ED BY RULE 13a-14(a) OR RULE
15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, William R. Retterath, certify that:
1. I have reviewed this quarterly report onrrdi0-Q for the quarter ended January 29, 2005 &frDaics, Inc.;

2. Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statégsjeand other financial information included iistheport, fairly present in all material
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 officergg)d | are responsible for establishing and maiimgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1f8f the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepal

b)Evaluated the effectiveness of the registrant’sldsire controls and procedures and presentedsimegport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

c) Disclosed in this report any change in registraimternal control over financial reporting that aoed during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registré' s internal control over financial reportir

5. The registrant’s other certifying officer@)d | have disclosed, based on our most recehtatian of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent function):

a) Aall significant deficiencies and material weakressi the design or operation of internal contossr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

b) Any fraud, whether or not material, that involvearmagement or other employees who have a significémin the registrant’interna
control over financial reporting; ar

By: /s/_William R. Retteratl
Daktronics, Inc
William R. Retterath,
Chief Financial Officer and Treasu




Principal Financial Office

Date:February 25, 2005

EXHIBIT 32.1

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUA NT TO 18 U.S.C SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®@f Daktronics, Inc. and subsidiaries (the “Comydafor the quarterly period ended
January 29, 2005 as filed with the Securities anthBnge Commission on the date hereof (the “RepdrtJames B. Morgan, Chief
Executive Officer of the Company, hereby certifyrguant to 18 U.S.C. Section 1350, as adopted potsa Section 906 of the Sarbanes-
Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requiremis of section 13(a) or 15(d) of the Securitiestaxge Act of 1934; and

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the
Company.

By: /s/ James B. Morge
James B. Morgan,
Chief Executive Office
February 25, 200

EXHIBIT 32.2

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUA NT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®@f Daktronics, Inc. and subsidiaries (the “Comydafor the quarterly period ended
January 29, 2005 as filed with the Securities axchBnge Commission on the date hereof (the “RepdrtiVilliam R. Retterath, Chief
Financial Officer of the Company, hereby certifurquant to 18 U.S.C. Section 1350, as adopted ant$a Section 906 of the Sarbanes-
Oxley Act of 2002, that to the best of my knowledge

(1) The Report fully complies with the requirameeof section 13(a) or 15(d) of the Securitiestamge Act of 1934; and

(2) The information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the
Company.

By: /s/ _William R. Retteral
William R. Retterath,
Chief Financial Office
February 25, 200
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