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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q (including extstand information incorporated by reference hejaiontains both historical and
forward-looking statements that involve risks, uncertaisitind assumptions. The statements containedsingghort that are not purely
historical are forward-looking statements withiretmeaning of Section 27A of the Securities Ac8881las amended, and Section 21B of the
Securities Exchange Act of 1934, as amended, imggtatements regarding our expectations, beliatentions and strategies for the future.
These statements appear in a number of placessiiRétport and include all statements that are nstdnical statements of fact regarding ¢



intent, belief or current expectations with respectamong other things: (i) our financing plans) {rends affecting our financial condition
results of operations; (iii) our growth strategyd@nperating strategy; and (iv) the declaration grad/ment of dividends. The words “may,”
“would,” “could,” “will,” “expect,” “estimate,” “an ticipate,” “believe,” “intend,” “plan” and similar expressions and variations thereof

are intended to identify forward-looking statemeirigestors are cautioned that any such forwardklog statements are not guarantees of
future performance and involve risk and uncerta@istimany of which are beyond our ability to contasid that actual results may dift
materially from those projected in the forward-lauk statements as a result of various factors dised herein and those factors discussed in
detail in our filings with the Securities and Exalgg Commission, including in our Annual Report @nnr 10-K for the fiscal year ended

April 30, 2005 in the section entitl“ltem F. Management’s Discussion and Analysis afdficial Condition and Results of Operations —
Business Risks and Uncertaint”

” o ” ” o« ” o ”ou

PART I. FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
July 30, April 30,
2005 2005
(unaudited) (note 1)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 9,85¢ $ 15,96
Marketable securitie 8,11¢ 8,10t
Accounts receivable, less allowance for doutrftdounts 32,73: 23,76:
Current maturities of lor-term receivable 5,98( 5,19¢
Inventories 27,37¢ 24,61
Costs and estimated earnings in excess of ksl 22,531 15,30:
Prepaid expenses and ot 1,53¢ 1,72¢
Deferred income taxe 4,657 5,07¢
Income tax receivab - 1,81z
Rental equipment available for s, - 2,73
Total current asse 112,79( 104,28
Advertising rights, ne 1,93 1,722
Long term receivables, less current maturi 9,95¢ 9,90(
Goodwill 2,58¢ 2,621
Intangible and other assi 1,10¢ 1,101
Deferred income taxe 48¢ 782

16,07: 16,12¢

PROPERTY AND EQUIPMENT

Land 1,12¢ 1,08¢
Buildings 16,58t¢ 15,38t¢
Machinery and equipme 18,46( 17,59:
Office furniture and equipme 20,36( 19,38:
Equipment held for ret 94¢€ 83t
Demonstration equipme 6,011 5,24t
Transportation equipme 4,151 3,81(

67,64: 63,33¢
Less accumulated depreciat 34,16¢ 32,28

33,47 31,05

$162,34: $151,46:

See notes to consolidated financial statem:
|



DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (continued)
(in thousands, except share data)

July 30, April 30,
2005 2005
(unaudited) (note 1)
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Notes payable, bar $ 25¢ $ 79
Accounts payabl 15,53¢ 17,12:
Accrued expenses and warranty obligati 11,74 10,97:
Current maturities of lor-term deb 61C 90¢
Current maturities of lor-term marketing obligation 181 304
Billings in excess of costs and estimated eas 13,297 5,46:
Customer deposi 4,58¢ 4,16¢
Deferred maintenance rever 3,16: 2,98:
Income taxes payah 87¢ -
Total current liabilitie: 50,25: 41,99¢
Long-term debt, less current maturiti 15¢ 171
Long-term marketing obligations, less current maturi 623 59t
Deferred income 1,53( 1,35
Deferred income taxe 2,40: 3,43:
4,71¢ 5,55¢€
TOTAL LIABILITIES 54,961 47,55
SHAREHOLDERS' EQUITY
Common stock, no par value, authorized 60,000
shares, 19,300,364 and 19,165,369 shares ia$
July 30, 2005 and April 30, 2005, respecti 18,28: 17,73¢
Additional pai«-in capital 3,101 2,68¢
Retained earning 86,05: 83,33’
Treasury stock, at cost, 19,680 shi 9 9
Accumulated other comprehensive (loss) inci (50 15¢
TOTAL SHAREHOLDERS' EQUITY 107,37! 103,91(
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $162,34: $ 151,46:.

See notes to consolidated financial statem

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

(unaudited)

Three Months Ended
July 30, July 31,
2005 2004
Net sales $ 72,348 $ 58,7U(
Cost of goods sol 50,15: 38,59:
Gross profit 22,19« 20,11¢

Operating expense
Selling 9,80¢ 7,37¢
General and administrati 2,622 2,61¢
Product design and developm 2,48¢ 2,23¢

14,91¢ 12,23¢




Operating income 7,27¢ 7,88:¢

Nonoperating income (expens

Interest incom 377 311
Interest expens (52) (54)
Other (expense) income, t (72 77
Income before income taxe 7,53: 8,217
Income tax expens 2,901 3,18¢
Net income $ 463 $ 5,03

Weighted average number of fully diluted she
and common equivalent sha 20,17: 20,12«

Earnings per shar

Basic $ 02¢ $ 0.27
Diluted $ 02 $ 0.2
Cash dividend paid per she $ 01C $ -

See notes to consolidated financial statem
|

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

(unaudited)
Three Months Ended
July 30, July 31,
2005 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 4,632 $ 5,03:
Adjustments to reconcile net income to net casled) providet
by operating activities

Depreciatior 1,94: 1,741
Amortization 10 26
(Gain) loss on sale of property and equipn 4) 15
Provision for doubtful accoun 14¢ 237
Deferred income taxes, r (317 294
Change in operating assets and liabili (6,659 (3,25%)
Net cash (used) provided by operating activitie (242) 4,08
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchase of property and equipm (3,85¢€) (2,667)
Sales (purchases) of mareketable securities (8) -
Proceeds from sale of property and equipr 17 5
Net cash used in investing activitie (3,847 (2,65¢)
CASH FLOWS USED IN FINANCING ACTIVITIES
Dividend paic (1,919 -
Principal payments on lo-term debt (314 (319
Net borrowing (payments) on notes pay: 17¢ (14¢)
Proceeds from exercise of stock options and wes 247 41
Net cash used in financing activitie: (1,806 (41¢)
EFFECT OF EXCHANGE RATE CHANGES ON CAS (208 10€

(DECREASE) INCREASE IN CASH AND CASH
EQUIVALENTS (6,109 1,115



CASH AND CASH EQUIVALENTS BEGINNING OF

PERIOD 15,96! 16,25!
CASH AND CASH EQUIVALENTS END OF PERIOI $ 9,85¢ $ 17,37:

Supplemental disclosures of cash flow informat
Cash payments fa
Interes $ 60 $ 49
Income taxes, net of refun 28t 382

Supplemental schedule of r-cash investing an
financing activities
Tax benefits related to exercise of stockans $ 41€ $  12¢
Property costs in accounts paye 517 -

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 statementsaiorall adjustments necessary to fairly
present our financial position, results of operaiand cash flows for the periods presented. Tégapation of financial statements in
conformity with accounting principles generally apted in the United States of America requires mameent 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 Ameraae been condensed or omitted. The balance shaptib30, 2005 has been derived frc
the audited financial statements at that date bes ot include all of the information and footrsotequired by generally accepted accounting
principles for complete financial statements. Thigsencial statements should be read in conjunatiith our financial statements and notes
thereto for the year ended April 30, 2005, whioh @ontained in our Annual Report on Form 10-K poasly filed with the Securities and
Exchange Commission. The results of operationth®interim 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 ithelthe accounts of our wholly-owned subsidiariestibnics GmbH, Star Circuits, Inc.,
Sports Link, Ltd., MSC Technologies, Inc., DaktmsUK, Ltd., Daktronics Hong Kong, Ltd. and DaktiemCanada, Inc. Investments in
affiliates owned 50% or less are accounted foreyequity method. Intercompany balances and tréinsadave been eliminated in
consolidation.

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 expduosesg the reporting period. Actual results
could differ significantly from those estimates. telidal 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.

Note 2. Significant Accounting Policies

Stockbased compensatioAt July 30, 2005, we had four stock-based empla@epensation plans, which are described more flly
our Annual Report on Form 10-K. We account for ¢hplans under the recognition and measurementipiéiscof APB Opinion No. 25,
“Accounting for Stock Issued to Employegsand related interpretations. No stock-based emplogenpensation cost is reflected in net
income, as all options granted under those pladsihaxercise price equal to the market valueetitiderlying 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 (“SPAS$. 123, “Accounting for Stock-Based Compensatitm stock-based compensation.

Three Months Ended
July 30, July 31,
2005 2004



Net Income, as reporte $ 4,632 $ 5,032
Deduct: Total sto-based method employee compensa
expense determined under fair value basedadédtr all

awards, net of related tax effe (16%) (132
Pro forma net incom $ 4,467 $ 4,90(
Earnings per shan

Basic- as reporte: $ 0.24 $ 0.27
Basic- pro forma 0.2: 0.2¢
Diluted- as reporte: 0.2: 0.2t
Diluted- pro forma 0.22 0.24

Commitments and Contingenciksconnection with certain sales of equipment, weehagreed to accept a specified level of recoan
the money owed by our customers to other finaneslitutions. At July 30, 2005 and at April 30, 20@ve were contingently liable on such
recourse agreements in the amount of $250.

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

Product Warrantie®/e offer standard warranty coverages on many opoadlucts, 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 estimatedsés that may be incurred under the warrantyraocord a liability in the amount of such
costs at the time the product is shipped in the cstandard orders and prorated over the cortgtrugeriod in the case of custom projects.
Factors that affect our warranty liability inclubistorical and anticipated costs. We periodicafiyess the adequacy of our recorded warranty
costs and adjust the amounts as necessary.

Changes in our product warranties for tireé months ended July 30, 2005 consisted of f@viag:

Amounts
Beginning accrued warranty cc $ 5,02¢
Warranties issued during thequk 1,571
Settlements made during theqek (1,029
Changes in accrued warrantyscfustpre-
existing warranties durihg fperiod
including expiratio (29¢)
Ending accrued warranty cc $ 5,27¢

Lease Commitment§Ve lease office space for various sales and@iotations and various equipment, primarily efeguipment.
Rental expense for operating leases was $376 &0l $Bthe three months ended July 30, 2005 and3ILl2004, respectively. Future
minimum payments under noncancelable operating@faxcluding executory costs such as managemdmhaimtenance fees, with initial or
remaining terms of one year or more consisted @fahowing at July 30, 2005:

Fiscal Year Amouni
2006 $ 591

2007 33€
2008 141
2009 101
2010 30

Total $ 1,201

Purchase Commitmenksom time to time, we commit to purchase inventamg advertising rights over periods that extend avwear.
As of July 30, 2005, we were obligated to purchimgentory and advertising rights through fiscaly2@09 as follows:

Fiscal Yeai Amount
2006 $ 3
2007 54
2008 54
2009 53




Total $ 164

Note 3. Recently Issued Accounting Pronouncements

In May 2005, the Financial Accounting Start$ Board (“FASB”) issued SFAS No. 154, “Accougti@hanges and Error Corrections”.
SFAS No. 154 supersedes APB Opinion No. 20, “ActiogrChanges”, and SFAS No. 3, “Reporting Accouni@hanges in Interim
Financial Statements”. Generally, the provisionSBAS No. 154 are similar to the provisions of bofinion 20 and SFAS No. 3. However,
SFAS No. 154 requires retrospective applicatioprior periods’ financial statements of a voluntahange in accounting principle.
Recognition of the cumulative effect of a voluntahange in accounting principle in net earningthaperiod of change would be permitted
only if retrospective application to prior periodsiancial statements is impractical. SFAS No. Ibdffective for fiscal years beginning after
December 15, 2005. The adoption of SFAS No. 15Wisxpected to have any impact on our consolidasudlts of operations, financial
position or cash flows.

In November 2004, the FASB issued SFASMN4., “Inventory Costs”. SFAS No. 151 amends thelgnce in Accounting Research
Bulletin No. 43, Chapter 4, “Inventory Pricingd clarify the accounting for abnormal amountsdié ifacility expense, freight, handling cos
and wasted material. SFAS No. 151 requires thatlitems be recognized as current period chargesdiess of whether they meet the
criterion of “so abnormal.” In addition, SFAS NdLrequires that allocation of fixed production dheads to the costs of conversion be
based on the normal capacity of the productiorifies. The provisions of SFAS No. 151 are effeetfor fiscal years beginning after June
2005. We do not expect that implementation of SlES 151 will have a material effect on our consalét! financial condition or results of
operations.

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 saoles 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 sindahe approach described in SFAS
No. 123. However, SFAS No. 123R requires all s-based payments to employees, including grantsnpl@yee stock options, to be
recognized in the income statement based on thieivdlues. Pro forma disclosure will no longerapealternative. SFAS No. 123R must be
adopted no later than the first annual period b@gmafter June 15, 2005. Early adoption will benpieted in periods in which financial
statements have not yet been issued.

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 corapiensost for employee stock options. Accordingiy adoption of SFAS No. 123R’s
fair value method will have an impact on our resiilbperations, 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 adoptedSSNo. 123R in prior periods, the impact of thainslard would have approximated the
impact of SFAS No. 123 as described in the discksif pro forma net income and earnings per shreiNoie 2 to our consolidated financial
statements. SFAS No. 123R also requires the bera#ftax deductions in excess of recognized congigmscost to be reported as a finant
cash flow rather than as an operating cash floveasired under current literature. This requirenveilitreduce net operating cash flows and
increase net financing cash flows in periods aftlption. We are currently analyzing the impadhese provisions.

Note 4. Revenue Recognition

Long-term contractsEarnings on long-term contracts are recognizedermpercentage-of-completion method, measured by the
percentage of costs incurred to date to estimatadl ¢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, otheddngrterm contracts, when title passes,
which is usually upon shipment and then only if teeenue is fixed and determinable.

Long-term receivables and advertising righfge occasionally sell and install our products atlittes in exchange for the rights to sell
or to retain future advertising revenues. For thesmgsactions, we recognize revenue for the amaiuthe present value of the future
advertising payments if enough advertising is $oldbtain normal margins on the contract, and wenatthe related receivable in long-term
receivables. On those transactions where we haveotabthe advertising for the full value of theuggment at normal margins, we record the
related cost of equipment as advertising rightsieRae to the extent of the present value of thediding payments is recognized in long-
term receivables when it becomes fixed and detexbiénunder the provisions of the applicable adsiagi contracts. At the time the revenue
is recognized, costs of the equipment are recodriased on an estimate of overall margin expected.

In cases where we receive advertising sighs opposed to only cash payments, in exchangleg@quipment, revenue is recognized
becomes earned, and the related costs of the egntmre 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 $1,937 as of July 30, 2005 and $1a&af April 30, 2005



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 Instrumeaind Hedging Activities”, requires companies twognize 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 instemts 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 compsafeeincome and reclassified into
earnings in the same line item associated witHdrerasted transaction in the same period or pgudoding 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 duringoén®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.

Derivatives — We utilize derivative finaatinstruments to manage the economic impact cofdltions in currency exchange rates on
those transactions that are denominated in a ayrrethier than our functional currency, which is t Dollar. We enter into currency
forward contracts to manage these economic riskofAlanuary 1, 2001, we adopted SFAS No. 133, 8Anting for Derivative Instruments
and Hedging Activities, as amended by SFAS No.dr8¥ No. 138. SFAS No. 133, as amended, requiregsresognize all derivatives on the
balance sheet at fair value. Derivatives that atdhedges must be adjusted to fair value throughiregs. If a derivative is a hedge, depending
on the nature of the hedge, changes in the fairevaf derivatives are either offset against thengkan the fair value of the hedged assets,
liabilities or firm commitments through earningsrecognized in accumulated other comprehensive (¢8s) until the hedged item is
recognized in earnings.

To protect against the reduction in valtibooecasted foreign currency cash flows resulfiogn export sales over the next year, we have
instituted a foreign currency cash flow hedginggeamn. We hedge portions of our forecasted reveeuneminated in foreign currencies with
forward contracts. When the dollar strengthensifiggmtly against the foreign currencies, the deelin value of future foreign currency
revenue is offset by gains in the value of the mdwcontracts designated as hedges. Conversely, thbedollar weakens, the increase in the
value of future foreign currency cash flows is effby losses in the value of the forward contracts.

During three months ended July 30, 2005digenot recognize any net gain or loss relatetthéoineffective portion of our hedging
instruments, or any net gain or loss related tgtiréion of the hedging instrument excluded from dssessment of hedge effectiveness. No
cash flow hedges were discontinued which would laesed the recognition of a gain or loss in oith@sme (expense), net. The fair valut
all derivatives is included in prepaid expensesathér in the statement of financial condition.

As of July 30, 2005, we expect to reclas$t6 of net gains (losses) on derivative instruimémm accumulated other comprehensive
income to earnings during the next 12 months dwetoal export sale



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 the three months ended
July 30, 2005 and July 31, 2004 follows:

Per Share
Net Income Shares Amount
For the three months ended July 30, 2(
Basic earnings per sh $ 4,63z 19,200,51 $ 0.2¢
Effect of dilutive securitie:
Exercise of stock options and warr: 970,90¢ (0.01
Diluted earnings per she $ 4,63z 20,171,42 $ 0.2
For the three months ended July 31, 2(
Basic earnings per sh: $ 5,032 18,889,10 $ 0.27
Effect of dilutive securitie:
Exercise of stock options and warr¢ 1,235,01 (0.02)
Diluted earnings per she $ 5,032 20,124,11 $ 0.2t

Note 6. Goodwill and Other Intangible Assets

We account for goodwill and other intangibksets 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 $2,588 at July 30, 2005 and $2,621 atl 80 2005. Accumulated amortization was
$157 at July 30, 2005 and at April 30, 2005. Wegreted our annual impairment analysis of goodwsliod October 30, 2004. The result of
this analysis indicated that no goodwill impairmeristed 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 ase&issbaccumulated amortization were $560 at Juy\2805 at April 30, 2005. Accumulated
amortization was $534 and $524 at July 30, 20054prd 30, 2005, respectively. The net value ofimgible assets is included as a
component of intangible and other assets in therapanying consolidated balance sheets. Estimatedtiaation expense based on
intangibles as of April 30, 2005 was $28 and $1 &hdor the fiscal years ending 2006, 2007 and 268spectively.

Note 7. Inventories

Inventories consist of the following:

July 30, April 30,

2005 2005
Raw Materia $ 11,541 % 10,44¢
Wor-in-progress 6,37: 5,20¢
Finished gooi 9,46( 8,95¢
$ 27,37¢ $ 24,612

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 agsgfinancial 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 infoionas not practical



The following table presents informatioroabus by geographic area:

United States Other Total
Net sales for the three months enc
July 30, 200 $ 60,77F % 11,57C % 72,34F
July 31, 200 53,90¢ 4,80¢ 58,71(
Long-lived assets a
July 30,200 32,45¢ 1,02: 33,471
July 31, 200 27,95¢ 75€ 28,71«

Note 9. Equipment Held for Sale

In accordance with SFAS No. 144, “Accougtfar the Impairment or Disposal of Long-Lived Assewe review long-lived assets to be
held and used and long-lived assets to be dispafsé@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 somilinted net cash flows expected to be generat#duelgsset. Recoverability of assets held
for sale is measured by comparing the carrying arhoiithe assets to their estimated fair markatealf 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@flisplay rental market. As a result,
this equipment was classified in the April 30, 2@@%ance sheet as rental equipment held for satebased on our analysis of recoverability,
no loss had been recognized related to the equipmesccordance with SFAS No. 144. During thetfipsarter of fiscal year 2006, we
completed the transaction. The sale and related obsold equipment were reported in income frqrarations.

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 outstgrafock of European Timing Systems, Ltd. Bothuasitjons were paid for in cash, ¢
the related acquisition agreements contain prowssfor contingent consideration based on the goos#t of future transactions connected
with each business. The amount of the contingemsideration is not expected to be significant ailthe treated as compensation expens
it becomes earned. No amounts have been paid thrhug 30, 2005. We are also currently leasinditees in Topeka, Kansas from the se
of Dodge for term of up to five years.

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

Comprehensive incoméfe follow the provisions of SFAS No. 130, “Repogi@omprehensive Income”, which establishes staisdard
for reporting and display of comprehensive incomeé s components. Comprehensive income refleetgtiange in equity of a business
enterprise during a period from transactions ahéro¢vents and circumstances from non-owner sourcess, comprehensive income
represents net income adjusted for foreign curréranslation adjustments and net gains and logse®vative instruments. The foreign
currency translation adjustment included in comprefive income has not been tax effected, as thesiment in the foreign affiliate is
deemed to be permanent. In accordance with SFAS.3).we have chosen to disclose comprehensiveniado the consolidated statement
of shareholders’ equity.

Note 11. Comprehensive Income

Three Months Ended
July 30, July 31,

2005 2004
Net income $ 4,63z $ 5,032
Net foreign currency translation adjustm (249 181
Net gain on derivative 41 -
Total comprehensive incon $ 4,42¢ $ 5,21%

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 statemer



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 spoaiket. 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. Largeytt orders that involve competitive
bidding and substantial subcontract work for pradustallation generally have lower gross marghighough 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 receiveatldition, order bookings can vary significantlysasesult of the timing of large orders.

We operate on a 52-53 week fiscal yeah ¥igical years ending on the Saturday closest il AP of each year. Fiscal years 2006 and
2005 each contains 52 weeks.

For a summary of recently issued accourgiagouncements and the effects of those pronousicesnon our financial results, refer to
Note 3 of the notes to our consolidated finandigesnents, which are included elsewhere in thiente

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following discussion and analysis official condition and results of operations aretagon our consolidated financial
statements, which have been prepared in accordeititaccounting principles generally accepted i thnited States of America. The
preparation of these financial statements requirmumake estimates and judgments that affectefperted 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 inveaaigontingencies. Our estimates are based aribatexperience and on various other
assumptions that are believed to be reasonable timeleircumstances, the results of which formlthsis 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 estenan 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 contraetdigher than the amounts estimated as of theaddte financial statements, the resulting
gross margin would be negatively affected in futgmarters 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 firdrogindition of our customers were to deterioregsulting in an impairment of their ability
to make payments, additional allowances may beimedjul o identify impairment in the customer’s &ito pay, we review aging reports,
contact customers in connection with collectioroeff and review other available information. Aslofy 30, 2005, we had an allowance for
doubtful accounts balance of approximately $1.liomi

Warranties We have created a reserve for warranties on owtugts equal to our estimate of the actual costetimcurred in
connection with our performance under the warran@Benerally, 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 July2B05, we had approximately $5.3 million reservadifiese costs.

Extended warranty and product maintenandk have deferred revenue related to separatelggegtended warranty and product
maintenance agreements. The deferred revenueogmezed ratably over the contractual term. If wauilddbecome 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. In determining if additioredarves are necessary, we examine cost trendglardrdormation on the contracts and
compare that to the deferred revenue. As of Jul\2805, we had $3.2 million of deferred revenuatesl to extended warranty and product
maintenance



Inventory.Inventories are stated at the lower of cost or etadarket refers to the current replacement estept that market may not
exceed the net realizable value (that is, estimsadihg 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 ceaggecharged 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:

RESULTS OF OPERATIONS

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

Three Months Ended

July 30, July 31,

2005 2004
Net sales 100.0% 100.0%
Cost of goods sol 69.3% 65.7%
Gross profit 30.7% 34.3%
Operating expense 20.6% 20.9%
Operating incom: 10.1% 13.4%
Interest incomt 0.5% 0.5%
Interest expens (0.1%) (0.1%)
Other income (expense), r (0.1%) 0.2%)
Income before income taxes and minority inte 10.4% 14.0%
Income tax expense (benel 4.0% 5.4%
Net income 6.4% 8.6%

NET SALES

Net sales increased 23.2% to $72.3 mifimrthree months ended July 30, 2005 as compar888d million for the same period in
fiscal year 2005. For the quarter ended July 30526et sales increased in all three markets, tiv#tcommercial market continuing to see the
greatest percentage growth rate at over 60%. Niet §ar the quarter ended July 30, 2005 were upedtically and on an international basis.
As a percent of overall net sales, standard proolgtrs were approximately 30% of net sales foffitsequarter of fiscal year 2006 and the
first quarter of fiscal year 2005.

Within the sports markets, the increasednsales in the first quarter of fiscal year 2@8&ompared to the first quarter of fiscal year
2005 was the result of increases in sales in botilsind large sports venues. Within the largetspgenue portion of the business, the grc
was concentrated in the mid-sized facilities. Inégionally, the increase in sales in the sportsketaras primarily in Europe and the Middle
East, where we continue to see positive results.

The growth of sports-related sales is @ugigher sales of custom display systems resultorg opportunities for additional displays in
facilities and the expanding markets for our praduinicluding smaller venues. Sales of standardrgodbducts in the sports market actually
declined in the first quarter of fiscal 2006 as pamed to the first quarter of 2005. This declingjols was primarily in the small sports
venues, was offset by an increase in custom pmofectsmall facilities, a trend we expect to conénOur growth opportunities are enhanced
by our network of sales and service offices locabedughout the country, giving us the ability ;s our customers more effectively, which
enhances sales. We believe that the effects afdberomy have a lesser impact on our sports maskedrapared to our other markets, since
our products are generally revenue generation {tlmilsugh advertising) for facilities, and the sjgdvusiness in general is more resistant to
negative factors in the economy as a whole.

As mentioned above, net sales in the spoatket internationally were up for the first qeardf fiscal 2006 as compared to the same
period in fiscal year 2005. In the past we haveesdtthat the international markets are subjecbtatility due to the timing of booking orders.
We believe that the trend of increasing sales oimt@nnational basis in the sports market will @oné in the future, subject to this volatility.

Generally, the same factors noted abowingl to net sales cause similar changes in commsmé order bookings, although the timing
of large orders tends to cause differing s-term results. For the first quarter of fiscal y8@06, order bookings were up by more than 20



the sports market as compared to the first quaftBscal 2005. Orders in the small sports venuesawlat, with most of the order growth
occurring in the large sports venue portion ofrtierket. We expect that order bookings will contitweutpace the levels of last fiscal year;
however, we expect that the rate of growth overvdllbe slightly less than the levels obtained dgrthe quarter. We also expect that the s
sports venue business will grow at rates in exo€46% and that the lack of growth during the catmguarter is attributable to inherent
fluctuations of the market. These expectationssalgect to the risks of timing of the orders anglttisk of a competitive environment. We
believe that the growth in the sports market okierlong-term is driven by new product developmeaty uses for existing products, an
expanding market as our products become more affbedo more institutions, growth internationatiyd our overall product offerings,
which we believe are the most complete systemisamrtarketplace. We expect orders and net salég ilatge and small sports venues to
increase for the year as a whole as compareddal figar 2005.

Net sales in the commercial market grewrduthe first quarter of fiscal year 2006 as comapaio the first quarter of fiscal year 2005.
Sales of custom video systems and standard prodecesboth strong. Net sales included approxim&iél$ in revenues related to a contract
in the Middle East, causing custom project reveioouaore than double over the first quarter of fig@05. Standard order volume was up
more than 30% for the first quarter of fiscal 2@M&r the same quarter one year ago. Although werzanto be optimistic on sales to the
outdoor advertising market, we understand thakethee barriers to faster growth rates, includimpl@rdinances governing the use of
signage. The growing acceptance of our standardx@al display product line, sales to national ac¢awstomers and an increasing demand
for large video systems continues to fuel the dgrawth as well as the improved economic condisi@nd the greater acceptance of LED
technologies for advertising. The commercial madfeiur business has continued to experience thatgst percentage growth. On an
international basis, sales were up for the quakerompared to the last fiscal year, primarily tuthe previously mentioned order in the
Middle East.

Order bookings in the commercial marketenaso up significantly for the first quarter adal year 2006 as compared to the same
period of fiscal year 2005. Sales and orders ircdtramercial market depend to a large degree ommrueconomic conditions. Historically,
we have been able to grow the business due torodupt offerings and growing acceptance and derf@mithe products, our international
expansion, our network of sales and service offibesughout the United States, the developmeneséliters, primarily in the United States,
and the integrated offerings we provide. We are afgtimistic on opportunities associated with ooir@nce into the Asian market with the
opening of sales and service offices in Shangh@iMacau. As we continue to penetrate the opporamin the commercial market, including
national accounts and business outside of the tStates, and further develop our regional saleefave expect the trend of increasing
standard order volume and large video systemsritmeee at double-digit percentage growth rates.

Included in orders and net sales in thernensial market is approximately $4 million for thale of mobile equipment owned by
SportsLink, a wholly owned subsidiary formerly d#igd as equipment held for sale in our consoéiddialance sheet.

Net sales in the transportation marketeeiased by more than 20% during the first quartdisoéll year 2006 as compared to the same
period of fiscal 2005 primarily as a result of #teong order bookings in the current quarter argréceding quarters. Overall order bookings
in the transportation market were up over 40%lierquarter as compared to the same quarter onageacontinuing the trend we began to
see in late fiscal year 2005. We expect that fdi year 2006, the transportation market will @ase as compared to fiscal year 2005 in
orders and net sales.

As a result of recently passed legislatio@ongress related to federal spending on tratsion, we are optimistic that increases in
spending within the intelligent transportation segnof the transportation market will benefit usgrgviding funds to purchase our products.
The actual magnitude of this development cann@dsessed at this point.

We occasionally sell products in excharagelie advertising revenues generated from useoafyets. These sales represented 0.4% and
0.3% of net sales for the first quarter of fiscahy2006. The gross profit percent on these trainsachave typically been higher than the
gross profit percent on other transactions of singize, although the selling expenses associatadhvese transactions are typically higher.

The order backlog as of July 30, 2005 wawaximately $85 million as compared to $58 millias of July 31, 2004 and $73 million at
the beginning of the first quarter of fiscal ye@08. Historically, our backlog varies due to thmitig of large orders. The increase in backlog
for the first quarter of fiscal year 2006 was asrall three markets. As compared to the beginnfrigefirst quarter of fiscal year 2006, the
backlog was flat in the commercial market and iasegl in the sports and transportation market. ihages were the result of the
combination of the changes in orders and net shidesissed above. The lack of change in the comalemarket is more a reflection of the
impact of a large order included in backlog atltkeginning of the quarter.

As a result of expected increases in dbdekings we projected in early fiscal 2005, we lreigareasing plant capacity in fiscal year
2005. The majority of the expansion, however, waamed for fiscal year 2006. During the fourth derof fiscal year 2005 and the first
quarter of fiscal year 2006, order bookings surpdgxpectations and have caused our manufactueirsgpmnel to work extra shifts causing
to consider outsourcing more activities. We belithat over the next quarter, these needs will dshibbecause we are entering our
historically slower time of the year. We expectttbefore business increases again late in the weawill have the capacity to better provide
for the demands on production scheduling and a#lated factors. The net effect of our capacityésshas been a partial contributor to the
increases of our backlog.

GROSS PROFIT

Gross profit increased 10.3% to $22.2 wnillfor the first quarter of fiscal 2006 as compae820.1 million for the first quarter of fisc



year 2005. As a percent of net sales, gross mafit30.7% and 34.3% for three months ended Jul2@I5 and July 31, 2004, respective
The primary factor causing the decline in grossgimapercentage was the result of the increased etitigm in the marketplace as described
in previous filings. The gross profit percentagawbkver, exceeded our original expectations becafisetter performance on projects than
originally expected, which included some reductionsaw material prices. In addition, it appearatttihe competitive pressure is easing
somewhat as contracts booked during the quartaverage contained higher estimated gross profigimathan in the fourth quarter of fiscal
year 2005. We strive towards higher gross margire gercent of net sales, although depending oadiual mix, performance on larg
projects and level of future sales, margin peraggeganay not increase and are likely to decrease tine levels of last fiscal year in the short-
term. We expect that margins in the second quaftiéscal 2006 will approximate the levels in thesf quarter of fiscal year 2006.

OPERATING EXPENSES

Operating expensefQperating expenses, which are comprised of seljjageral and administrative expenses and prodsajmnand
development costs, increased by approximately 2%t8fb $12.2 million in the first quarter of fiscgtar 2005 to $14.9 million in the first
quarter of fiscal year 2006. As a percent of nitssaperating expenses decreased from 20.8% chiext to 20.6% of net sales.

Selling Expenses$elling expenses consist primarily of salariesgepmployee related costs, travel and entertainesgrense, 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 32.9% to $9l®mfor three months ended July 30, 2005 as caeghéo $7.4 million for the same period in
fiscal year 2005. Selling expenses increased ©%.3f net sales for the first quarter of fiscaliy2@06 from 12.6% of net sales for the first
quarter of fiscal year 2005.

Selling expenses for the quarter ended 302005 were higher as a result of an increapetisonnel costs as we continued to build our
sales infrastructure across all markets and thedipg associated with the strategic initiativesase focusing on, including digital signage,
sports marketing, and international expansionduitaon, selling expenses increased due to thee@sing investment in demonstration
equipment, travel costs associated with the ordekings and higher costs of marketing and salemlitire. We expect selling expense to
increase slightly in the second quarter as compiaréfk first quarter of fiscal 2006. Because selggenses relate more to the level of order
bookings than to the level of net sales, we beltba¢ during periods where orders outpace salésegshave over the past two quarters, the
selling expense percentage may not reflect theablting-term percentage. For this reason, assuthatgyve continue booking orders at these
levels, ultimately we should see selling expenssdite as a percentage of net sales.

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 departsyeanortization of intangibles and supplies.

General and administrative expenses wesg iBilion for both the first quarter of fiscal ye2006 and fiscal year 2005. General and
administrative expenses decreased to 3.6% as arp@inet sales for the first quarter of fiscahy2006 from 4.5% of net sales for the first
quarter of fiscal year 2005.

General and administrative expenses ineckfw the first quarter of fiscal year 2006 as paned to the first quarter of fiscal year 2005
was due to increases in personnel related cosissaail departments within general and administnadiue to our growth, information syste
maintenance and support costs, training costsraathational expansion. These increases were diffskewer software maintenance costs,
which we expect to increase over the rest of tlze.y&e expect that general and administrative agitincrease slightly in the second
quarter of fiscal 2006 as compared to the firsteguanf fiscal year 2006.

Product Design and DevelopmeRtoduct design and development expenses consisaly of salaries, other employee-related
costs, facilities and equipment related costs,crsts of supplies.

Product design and development expensesased 11.0% to $2.5 million for the quarter endldgl 30, 2005 compared to $2.2 million
for the first quarter in fiscal year 2005. Proddesign and development expense was 3.4% of net fealéhe first quarter of fiscal year 2006
and 3.8% of net sales for first quarter 2005.

Generally, product design and developmgpérses increase during times when our engineegsgurces are not dedicated to ldagn
contracts, as the same personnel who work on @sead development also work on long-term contraasing the first quarter of fiscal
2006, we invested in a number of critical initigy including development of our new ProTour™ tif@ideo displays, our Vplay®
controller, improvements in our ProStar® technolamyr Galaxy® product line and software relateth®s Vanguard® product line. We
expect that product design and development expevifiepproximate 4% of net sales for fiscal ye@0a.

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-tesoeaivables. We also invest excess cash in inteessing marketable securities and short-
term temporary cash investments that generatessttércome. Interest income resulting from thesmg increased 21.2% to $0.4 million for
the three months ended July 30, 2005 as compai®@l 3amillion for the first quarter of fiscal yea®05 primarily due to higher levels of ce



during the quarter.
INTEREST EXPENSE

Interest expense is comprised primarilintérest costs on our notes payable and long-tedoh ds a result of the low levels of debt
outstanding, the change in interest expense fdiirstequarter of fiscal year 2006 as comparedhtodame period in fiscal year 2005 was not
significant. Interest expense has declined 5.6%0t6 million for the first quarter of fiscal 2006 $0.6 million for the first quarter of fiscal
year 2005 due to the lower levels of debt outstagu

OTHER INCOME (EXPENSE), NET

Other income (expense), net, decreased.torillion of expense for the first quarter ofclid year 2006 as compared to $0.8 million of
income in the first quarter of fiscal year 2005isTthecrease is primarily related to the changesirgains (losses) on foreign currency
transactions of our foreign subsidiaries.

INCOME TAX EXPENSE (BENEFIT)

Income taxes decreased 42% to $2.9 milliche first quarter of fiscal year 2006 as comgdare$3.2 million in the first quarter of fiscal
year 2005. The decrease was due to the low-tax income and the benefits associated with thenty available deductions for income
attributable to domestic production activities. $&éactors were offset by an increase in our vaoatllowance for foreign net operating loss
carryforwards, which resulted from our updatedneates of their realizability in the near term. W@ect our overall effective tax rate to
approximate 37% in future quarters.

Liquidity and Capital Resources

Working capital was $62.5 million at Jul§,2005 and $62.3 million at April 30, 2005. We aaistorically financed working capital
needs through a combination of cash flow from ojp@na and borrowings under bank credit agreements.

Cash used by operations for the three nsoatided July 30, 2005 was $0.2 million. Net incai$4.6 million, plus depreciation and
amortization of $1.9 million, a decrease in incdaereceivable, equipment available for sale, aedeiases in billings in excess of costs and
profits and accrued expenses and income taxes lggyedused an increase in cash provided by opesafidis increase was offset by
increases in accounts receivable, costs and estineairnings in excess of billings and inventory amiécrease in accounts payable.

The changes in operating assets and liailivere related to the growth we experiencedhduttie first quarter of fiscal 2006 and higher
inventory levels for pending orders. In additidme tevels of both accounts receivable and invent@mse unusually high due to a few
concentrated receivables totaling more than $5anitnd the higher level of inventory required &flexible in periods of full operating
capacity.

Cash used by investing activities inclu$8dB million for purchases of property and equiptnBuring the first three months of fiscal
year 2006, we invested approximately $0.3 milliortransportation equipment, $1.5 million in mantfising equipment, $0.9 million i
information systems infrastructure, including safte;, $0.8 million in product demonstration equipt&0.2 million in equipment for rental
and $0.2 million in building expansion and improwets. These investments were made to support atinoed growth and to replace
obsolete equipment.

Cash used by financing activities consiste#i1.8 million, including the dividend paid toaskeholders of $1.9 million on June 28, 2005,
which was offset partially by option exercises.

Included in receivables as of July 30, 20@5 approximately $0.9 million of retainage ondgarm contracts, all of which is expectec
be collected in one year.

We have used and expect to continue taaske reserves and bank borrowings to meet our-tdrontworking capital requirements. On
large product orders, the time between order aaoeptand project completion may extend up to andexk 18 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 ergemere $2.5 million for the quarter ended JulyZi05. We intend to continue to incur
these expenditures to develop new display prodigitgy various display technologies to offer highesolution and more cost effective and
energy efficient displays. We also intend to camtileveloping software applications for our displawtrollers to enable these products to
continue to meet the needs and expectations ah#rketplace.

We have a credit agreement with a bankghatides for a $20.0 million line of credit, whiafcludes up to $5.0 million for stand



letters of credit. The interest rate on the linemfdit is equal to LIBOR plus 1.55% (5.0% at J8y 2005) and is due on October 1, 2005. As
of July 30, 2005, no advances under the line alitieere outstanding. Eight standby letters of itregre issued and outstanding for
approximately $3.9 million as of July 30, 2005. Tdnedit agreement is unsecured and requires ugéb certain covenants, including the
maintenance of tangible net worth of at least $40am, a minimum liquidity ratio, a limit on diviednds 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 @iethe lines of credit is equal to 1.0% aboveghime rate of interest (4.25% at July 30,
2005). As of July 30, 2005, $0.3 million had beeavweh under the line. The lines are secured primasilaccounts receivables, inventory and
other assets of the subsidiary.

On May 26, 2005, our Board of Directorsrawed a dividend of $0.10 per share, or a totalpgfroximately $1.9 million, which was pi
on June 28, 2005 to shareholders of record on J4n2005. While we intend to pay regular annuaidgimds for the foreseeable future, all
subsequent dividends will be reviewed annually @eaclared by our Board of Directors at its discretio

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 $100aniih bonded work outstanding. At July 30, 200%, lmad approximately $7.9 million of
bonded work outstanding against this line.

We believe that based on our current graegtimates over the next twelve months, we haviicgrft capacity under our lines of credit.
Beyond that time, we may need to increase the atrafwour credit facilities depending on variousttas. We anticipate that we will be able
to obtain any needed funds under commercially mesle terms from our current lender. We believé ¢hah from operations, from our
existing or increased credit facility, and from aurrent working capital will be adequate to méet tash requirements of our operations in
the foreseeable future.

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

Through July 30, 2005, most of our netsalere denominated in United States dollars, aneégxposure to foreign currency exchange
rate changes was not significant. Net sales origigautside the United States for the first quastefiscal year 2006 were 16.0% of total net
sales. We operate in Canada through a wholly-ovgnédidiary. Sales of the Canadian subsidiary caagr2.0% of net sales in the first
quarter of fiscal year 2006. If we believed thatrency risk in Canada was significant, we wouldizéiforeign exchange hedging contracts to
manage our exposure to the Canadian dollar. Sal@her foreign subsidiaries were immaterial. If bedieved that currency risk in any other
foreign subsidiary was significant, we would u#liforeign exchange hedging contracts to managexpesure to the foreign currency.

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 materials 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 minintiee 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 ratétdestruments. As of July 30, 2005, our outstagdiebt approximated $1.0 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 July 30, 2005fi¥ed-rate debt, interest rate changes
affect its fair market value but do not affect éags 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 interestexienThe majority of these financings carry fixates of interest. As of July 30, 2005, our
outstanding long-term receivables were approxirge&&b.9 million. Each 25 basis point increase ieriest rates would have an associated
annual opportunity cost to us of approximately $@ilion.

The following table provides informationaalb our financial instruments that are sensitivettanges in interest rates, including debt
obligations, for the three quarters ending April 2006 and subsequent fiscal years.

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

Fiscal Year Ending There-
2006 2007 2008 2009 2010 after




Assets:
Long-term receivables
including current portion

Fixec-rate $5,98( $2,44¢ $2,16¢ $1,77¢ $1,127 $2,43¢
Average interest ra 6.7% 7.3% 6.9% 6.3% 6.5% 7.5%
Liabilities:
Long- and shorterm debt
Fixec-rate $86¢ $6¢ $25 $2¢ $2: $21
Average interest ra 8.0% 4.7% - - - -

Long-term marketing obligations

including current portiol
Fixec-rate $18: $17z $16- $14¢ $12( $24
Average interest ra 7.7% 8.0% 8.0% 8.0% 8.0% 8.1%

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 cashdpees are denominated in United States dollarsh ®alances in foreign currencies are operating
balances maintained in accounts of our Canadiasidiaby and accounts to settle euro-based and &lisstrbased payments. 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, tieteffectiveness of the design and operation o€mapany’s “disclosure controls and
procedures,” as that term is defined in Rule 13@J1&nd Rule 15d-15(e) under the Securities Exohdg of 1934, as of July 30, 2005,
which is the end of the period covered by this ref@ased upon that evaluation, the Chief Execufifféicer and Chief Financial Officer
concluded that as of July 30, 2005, the Compangdabsure 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 July 3052there was no change in the Company’s intertrol over financial reporting that has
materially affected, or is reasonably likely to evélly affect, the Company’s internal control o¥iancial 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
The following times and the results were sittad to the shareholders at our annual meeting tielAugust 17, 2005:

Election of the following three nominees asebtors of the Company, until their successorsdaitg elected and qualified:

Aelred J. Kurtenbac For 16,880,21: Withheld 467,90&
Robert G. Dutche  For 17,268,70¢ Withheld 79,408
Nancy D. Frami For 17,098,95¢ Withheld 249,15€

Approval of the amendment and restatement of oueded and Restated Articles of Incorporat
For 13,781,25¢ Agains 88,244 Abstain 71,04 Broker Nor-votes 3,407,57

Ratification of the appointment of Ernst & Young Rlas our independent registered public accountingfér fiscal year 200€



For 17,257,61! Agains 78,477 Abstain 12,021
Item 5. OTHER INFORMATION
Not Applicable
Item 6. EXHIBITS

Ex 3.2 Amended and Restated Articles of Incorporatiorhef Company (1

Ex 3.4 Amended and Restated Bylaws of the Compan'

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

Ex 31.2* Certification Of The Chiefnancial Officer Required By Rule
13a-14(a) OR Rule 15d-14(a) Of The Securities EmghaAct 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

(1) Incorporated by reference to our Proxy Sieet Pursuant to Section
14(a) of the Securities Exchange Act @34 filed on July 5, 2005 as
Commission File No. 0-23246.

(2) Incorporated by reference to our Report om#8-K filed on August 18,
2005 as Commission File No. -23246.

* Filed herewith

SIGNATURE

Pursuant to the requirements of the Securities &xgh 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 Chief Accounting Offi

Date: August 24, 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

[, James B. Morgan, certify that:
1. | have reviewed this quarterly report onrRrdi0-Q for the quarter ended July 30, 2005 of Dmlitss, 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 peri



covered by this report;

3. Based on my knowledge, the financial statésjeand 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 officer@g)d | are responsible for establishing and maiimgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for 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) Designed such internal control over financial réipgy;, or caused such internal control over finah@gaorting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principl

c) Evaluated the effectiveness of the registrant’sldire controls and procedures and presentedsimeport 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;

d) Disclosed in this report any change in registraimternal control over financial reporting that aced 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: August 24, 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 July 30, 2005 of Dmakts, 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 statésjeand 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 officer@g)d | are responsible for establishing and maiimgidisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for 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) Designed such internal control over financial réipgy;, or caused such internal control over finah@gaorting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principl

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

d) Disclosed in this report any change in registraimternal control over financial reporting that aced 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) Aall significant deficiencies and material weakressi the design or operation of internal contoser financial reporting which are
reasonably likely to adversely affect the regig’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/ William R. Retteratl
Daktronics, Inc
William R. Retterath,
Chief Financial Officer and Treasu
Principal Financial Office

Date:August 24, 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
July 30, 2005 as filed with the Securities and Exae Commission on the date hereof (the “RepdrtJames B. Morgan, Chief Executive
Officer of the Company, hereby certify, pursuant®U.S.C. Section 1350, as adopted pursuant tioB8e306 of the Sarbanes-Oxley Act of
2002, that to my knowledge:

(1) The Report fully complies with the requiremts 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
August 24, 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 Forn-Q of Daktronics, Inc. and subsidiaries (“Compan™) for the quarterly period end:t



July 30, 2005 as filed with the Securities and Exage Commission on the date hereof (the “RepdrtWyilliam R. Retterath, Chief Financial
Officer of the Company, hereby certify, pursuant®U.S.C. Section 1350, as adopted pursuant tioB8e306 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
August 24, 200!
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