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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q (including extsland information incorporated by reference hajaiontains both historical and
forward-looking statements that involve risks, uncertaistind assumptions. The statements containedsineghort that are not purely
historical are forwarclooking statements within the meaning of Sectich @7nthe Securities Act of 1933, as amended, am&é&turitie:



Exchange Act of 1934, as amended including statemegarding the Compa’s expectations, beliefs, intentions and stratefgiethe future
These statements appear in a number of placessiiRéfport and include all statements that are nisiohical statements of fact regarding the
intent, belief or current expectations of the Comypats directors or its officers with respect &mnong other things: (i) the Company’s
financing plans; (ii) trends affecting the Comp’s financial condition or results of operationsiiithe Company’s growth strategy and
operating strategy; and (iv) the declaration and/peent of dividends. The words “may,” “would,” “cod” “will,” “expect,” “estimate,”
“anticipate,” “believe,” “intend,” “plans” and simi lar expressions and variations thereof are intenteitlentify forwardiooking statement
Investors are cautioned that any such forwlooking statements are not guarantees of futuréopmance and involve risk and uncertainties,
many of which are beyond the Company’s abilityaotml, and that actual results may differ mateldiom those projected in the forward-
looking statements as a result of various factasswbssed herein and those factors discussed inl dethe Company'’s filings with the
Securities and Exchange Commission.

PART I. FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)
January 31, May 3,
2004 2003
(unaudited) (note 1)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 10,027 $ 9,27i
Accounts receivable, less allowance for doulsftdounts
of $1,203 at January 31, 2004 and $1,102 at 3/2003 27,92° 25,91
Current maturities of lor-term receivable 3,69: 2,65(
Inventories 18,00: 14,86:
Costs and estimated earnings in excess of ksl 14,11 11,467
Prepaid expenses and ot 85¢ 75€
Deferred income taxe 4,151 3,801
Total current asse 78,77: 68,72¢
Advertising rights, ne 63€ 38t
Long term receivables, less current maturi 11,59: 6,711
Goodwill, net of accumulated amortizati 1,08: 1,04:
Intangible and other assi 86¢€ 87:<

14,17¢ 9,01z

PROPERTY AND EQUIPMENT

Land 654 654
Buildings 12,39( 12,28:
Machinery and equipme 17,14( 13,76:
Office furniture and equipme 15,27: 13,49t
Equipment held for ret 4,074 3,47¢
Transportation equipme 2,79: 2,18¢

52,32t 45,85
Less accumulated depreciat 25,331 21,06«

26,98¢ 24,78¢

$119,93! $102,52°

See notes to consolidated financial statem
I ———————

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



January 31, May 3,
2004 2002
(unaudited) (audited)

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Notes payable, bar $ 91 % 18C
Accounts payabl 12,33( 9,312
Accrued expense 11,18¢ 7,79C
Current maturities of lor-term debt 1,451 2,951
Billings in excess of costs and estimated eas 7,38¢ 5,52¢
Customer deposi 2,45] 1,70¢
Income taxes payab 25C 1,55¢
Total current liabilitie: 35,15:¢ 29,02¢
Long-term debt, less current maturiti 1,66¢ 5,44¢
Deferred revenu 1,222 1,33¢
Deferred income taxe 1,76( 1,29¢
4,651 8,08:

MINORITY INTEREST IN SUBSIDIARY 14¢€ 11¢

SHAREHOLDERS' EQUITY
Common stock, no par value, authorized 60,0003b@0es
18,805,675 and 18,596,536 shares issued aadadli, 200-

and May 3, 2003, respective 15,75: 14,65«
Additional pai«-in capital 74€ 74€
Retained earning 63,54 49,95(
Treasury stock,at cost, 19,680 she 9 9
Accumulated other comprehensive | 47 (398)

79,98¢ 65,30:

$119,93! $102,52°

See notes to consolidated financial statem
|

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

(unaudited)
Three Months Ended Nine Months Ended
January 31, February 1, January 31, February 1,
2004 2003 2004 2003
(13 weeks) (13 weeks) (39 weeks) (40 weeks)
Net sales $ 44,74 $ 38,22 $ 151,96 $ 130,40
Cost of goods sol 29,99¢ 25,85t 97,91« 86,92¢
Gross Profit 14,74¢ 12,36¢ 54,05¢ 43,47¢
Operating expense

Selling 6,81¢ 5,86¢ 19,69¢ 18,64¢
General and administrati 2,521 1,82¢ 6,85¢ 5,15¢
Product design and developm 1,89: 1,53¢ 6,177 5,08¢
11,23 9,22¢ 32,73( 28,89
Operating income 3,51¢ 3,13¢ 21,32¢ 14,58:

Nonoperating income (expens
Interest incom: 25¢ 184 721 51¢€
Interest expens (78) (19%) (401 (675)



Other income, ne 222 58 571 32¢

Income before income taxe

and minority interest 3,91¢ 3,18¢ 22,21¢ 14,74*
Income tax expens 1,34¢ 1,28¢ 8,59: 5,68¢
Income before minority
interest 2,57 1,89¢ 13,62« 9,057
Minority interest in (income) ¢
subsidian 43 (20 (32) (20
Net income $ 2,61 $ 1,88 $ 13,59 $ 9,04
Earnings per shar
Basic $ 0.1 $ 0.1 $ 0.7. $ 0.4
Diluted $ 0.1 $ A $ 0.6 $ 04

See notes to consolidated financial
statement

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

(unaudited)
Nine Months Ended
January 31, February 1,
2004 2003
(39 weeks) (40 weeks)

Cash flows from operating activitie
Net income $ 13,59: $ 9,045
Adjustments to reconcile net income to net caskiged
by operating activities

Depreciatior 4,54( 4,21¢
Amortization 10C 19C
Minority interest in income of subsidia 31 9
Provision for doubtful accoun 32¢ (440
(Gain) loss on sale of property and equipn (309 743
Deferred income taxes, r 11z (592)
Change in operating assets and liabili (6,307 943
Net cash provided by operating activities 12,10( 14,11
Cash flows from investing activitie
Purchase of property and equipm (7,100 (3,987)
Proceeds from sale of property and equipr 68¢€ 73€
Net cash used in investing activities (6,417 (3,249
Cash flows from financing activitie
Net payments on notes paya (10%) (51)
Borrowings on lon-term debt 18t 1,58¢
Principal payments on lo-term debt (5,495 (6,09%)
Proceeds from exercise of stock options and s 46% 441
Net cash used in financing activitie: (4,952 (4,117
Effect of exchange rate changes on ¢ 14 13
Increase in cash and cash equivalen 75C 6,76¢

Cash and cash equivaler
Beginning 9,271 2,097

Ending $ 10,027 $ 8,86:



Supplemental disclosures of cash flow informat
Cash payments fa
Interes $ 40z $ 691
Income taxes, net of refun 9,59¢ 5,52¢

Supplemental schedule of r-cash investing an
financing activities
Tax benefits related to exercise of stockan $ - $ 144

See notes to consolidated financial statem

DAKTRONICS, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(in thousands, except per share data)
(unaudited)

Note 1. Basis of Presentation

In the opinion of management, the accomimanynaudited financial statements contain all sijients necessary to fairly present the
Company’s financial position, results of operatiansl cash flows for the periods presented. Thegpatipn 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 shidetya3, 2003, 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. Thigsancial statements should be read in conjunatith the Company’s financial statements
and notes thereto for the year ended May 3, 2068 hnare contained in the Company’s Annual Reporform 10-K, previously filed with
the Securities and Exchange Commission. The resdiperations for the interim periods presentedrmt necessarily indicative of results
that may be expected for any other interim periofbothe full fiscal year.

The consolidated financial statements ithelthe accounts of the Company and its wholly owswdssidiaries, Star Circuits, Inc.,
SportsLink, Ltd., Daktronics GmbH, and MSC Techigids, Inc. and its majority-owned subsidiary, Dakics Canada, Inc. Investments in
affiliates owned 50% or less are accounted foreyequity method. Intercompany balances and tréinsadave been eliminated in
consolidation.

Note 2. Significant Accounting Policies

Stock based compensatiéhMay 3, 2003, the Company had four stock-basepleyee compensation plans, which are described more
fully in the Company’s Annual Report of Form kK0-The Company accounts for these plans underett@gnition and measurement princiy
of APB Opinion No. 25Accounting for Stock Issued to Employees] related interpretations. No stock-based emplegenpensation cost is
reflected in net income, as all options grantedeuidose plans had an exercise price equal to #nkenvalue of the underlying common
stock on the date of grant. The following tablastrates the effect on net income and earningshzee if the Company had applied the fair
value recognition provisions of FASB Statement &3, Accounting for Stock-Based Compensattorstock-based compensation.

Three Months Ended Nine Months Ended
January 31, February 1, January 31, February 1,
2004 2003 2004 2003
Net Income as reported $ 2616 $ 1,88 $1359: $ 9,04
Deduct: Total sto-based metho

employee compensation expe

determined under fair value ba

method for all awards, net of rela

tax effect: (110; (86) (327 (269
Pro forma net income 2,50¢ 1,80z 13,27 8,78¢

Earnings per share:
Basic- as reporte: $ 0.1 $ 01C $ 0.7¢ $ 0.4¢
Basic- pro forma 0.1z 0.0¢ 0.71 0.4¢



Diluted - as reporte: 0.1z 0.1C 0.6¢ 0.47
Diluted - pro forma 0.1z 0.0¢ 0.67 0.4t

Commitments and Contingenciksconnection with certain sales of equipment ly@ompany, it has agreed to accept a specified leve
of recourse on the money owed by its customersher dinancial institutions. At January 31, 2004 &nay 3, 2003, the Company was
contingently liable on such recourse agreementsaramounts of $250, respectively.

The Company is involved in various claimsl éegal actions arising in the ordinary courseudiness. In the opinion of management,
based upon consultation with legal counsel, thenate disposition of these matters will not havaaterial adverse effect on the Company’s
consolidated financial position.

Product WarrantieShe Company offers a standard parts coverage wgrf@anperiods varying from one to five years fdraf its
products. The Company also offers additional tygfesarranties that include on-site labor, routingimtenance, and event support. In
addition, the length of warranty on some instatlasi can vary from one to ten years. The specifingeand conditions of these warranties
depending on the product sold and customer regeinénThe Company estimates the costs that maycheréd under the warranty and
records a liability in the amount of such costthattime product order is received. Factors thigchthe Company’s warranty liability include
historical and anticipated claims cost. The Compaenjodically assesses the adequacy of its recoxdechnty liabilities and adjusts the
amounts as necessary.

Changes in the Company’s product warraritiethe nine months ended January 31, 2004 cekadtthe following:

Beginning balanc- May 4, 200z $ 3,18¢
Warranties provided for during the peri 1,56¢€
Settlements made during the per (217)
Changes in liability for p-existing warrantie

during the period, including expiratio (740

Ending balanc- January 31, 200 $ 3,79

Lease Commitment§he Company leases office space for various seldsservice locations across the country and waggyuipment,
primarily office equipment. Rental expense for @ieig leases amounted to $891 and $678 for themorghs ended January 31, 2004 and
February 1, 2003, respectively. Future minimum payts under noncancelable operating leases, exgladi@cutory costs such as
management and maintenance fees with initial oaieimg terms of one year or more, consisted ofdHewing at January 31, 2004:

Fiscal Yeal

Remaining for:2004 $ 17t
2005 554
2006 461
2007 284
2008 49
Total $ 1,52¢

Purchase CommitmenEsom time to time, the Company commits to purchiagentory and advertising rights over periods #sdend
over a year. It is committed to these purchasesir June 2005. As of January 31, 2004, Daktroimcs,s obligated to purchase $4.3
million of inventory and advertising rights throufibcal year 2006 as follows:

Fiscal Yeal

Remaining for:2004 $ 642
2005 3,51¢
2006 17¢€
Total $ 4,33

Note 3. Recently Issued Accounting Pronouncements

In January 2003, the FASB issued Interpi@iadNo. 46, “Consolidation of Variable Interesttiies.” This interpretation addresses the
requirements for business enterprises to conseliddated entities in which they are determinededhe primary beneficiary as a result of
their variable economic interest. The interpretat®intended to provide guidance in judging mudtipconomic interests in an entity and in
determining the primary beneficiary. The interptieta outlines disclosure requirements for varighterest entities in existence prior



January 31, 2003, and outlines consolidation reguénts for variable interest entities created dftewary 31, 2003. This interpretation did
not have a material impact on the Company’s codatdd financial position or results of operations.

In May 2003, the FASB issued SFAS No. I3@counting for Certain Financial Instruments wiEtharacteristics of Both Liabilities and
Equity.” SFAS No. 150 establishes standards for how anristagsifies and measures certain financial insemisiwith characteristics of b
liabilities and equity. SFAS No. 150 is effectiva financial instruments entered into or modifiégaMay 31, 2003, and otherwise is
effective at the beginning of the first interim joer beginning after June 15, 2003. The adoptio8FAS No. 150 did not have a material
impact on the Company’s consolidated financial fmsior results of operations.

Note 4. Revenue Recognition

Long-term contractsEarnings on long-term contacts are recognized empéicentage-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 foinested losses on uncompleted contracts are matie iperiod in which such losses are
estimable.

Equipment other than long-term contractdie Company recognizes revenue on equipment sdhesy, than long-term contracts, when
title passes, which is usually upon shipment.

Advertising rightsThe Company occasionally sells and installs itslpots at facilities in exchange for the rightsétl and retain
certain future advertising revenues or paymentgdbgnizes revenue for the amount of the presanevof the future advertising payments
other payments at such time that the payments bedieed and determinable.

On those transactions where the Companydiasold sufficient advertising, that on a presattie basis, does not exceed the cost of the
equipment, it recognizes revenue and cost of $altse extent of the advertising sold that is fixed! determinable. Any remaining costs of
the equipment are capitalized as advertising rightsrecognized as additional advertising contragtssold. It also regularly reviews these
rights for any impairment.

Advance collections of advertising revenaesrecorded as deferred income. The cost of asivgr rights, net of amortization, was $¢€
as of January 31, 2004 and $385 as of May 3, 2003.

Product maintenancdn connections with the sale of the Company’s potsiLit also occasionally sells separately pricaéreded
warranties and product maintenance contracts. &enue related to such contracts are deferredemogjnized as net sales over the term of
the contracts, which varies from one to ten years.

Software:The Company typically sells its proprietary softevdundled with its displays and certain other potsiuPursuant to Americ.
Institute of Certified Public Accountants (“AICPA3tatement of Position (“SOP”) 97-2, “Software Rewe Recognition,” as amended by
SOP 98-4, “Deferral of the Effective Date of a Hstan of SOP 97-2" and SOP 98-9, “Modification dB 97-2, Software Revenue
Recognition with Respect to Certain Transactionsyenues from software license fees on sales, tthaerlongterm contracts, are recogni:
when persuasive evidence of an agreement exidigeideof the product has occurred, the fee isdixe determinable and collection is
probable. For sales of software, included in logigrt contracts, the revenue is recognized undegpeheentage-of-completion method for
long-term contracts starting when the above-meetiarriteria have been met.

ServicesRevenues generated by the Company for servicesasuehent support, control room design, on-sifeitrg, equipment
service and continuing technical support for opegabf the Company’s equipment are recognized tisates as the services are performed.

Note 5. Earnings Per Share

Basic EPS is computed by dividing incomailable to common shareholders by the weightedamenumber of common shares
outstanding for the period. Diluted EPS reflects plotential dilution that would occur if securit@sother obligations to issue common stock
were exercised or converted into common stock gulted in the issuance of common stock that thaneshin the earnings of the Company.

A reconciliation of the income and commaéare amounts used in the calculation of basic dntkd earnings per share (EPS) for the
three and nine months ended January 31, 2004 dwdadrg 1, 2003 follows:

Per Share
Net Income Shares Amount
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 options and warr¢ - 1,261,89 (0.07)

Diluted earnings per she $ 2,616 20,012,25 $ 0.1z



For the three months ended February 1, 2

Basic earnings per sh: $ 1,88¢ 18,382,97 $ 0.1¢C
Effect of dilutive securitie:
Exercise of stock options and warr¢ - 1,313,90. -
Diluted earnings per she $ 1,88¢ 19,696,87 $ 0.1C
For the nine months ended January 31, 2
Basic earnings per sh: $ 13,59 18,655,10 $ 0.72
Effect of dilutive securitie:
Exercise of stock options and warr¢ - 1,210,622 (0.0%)
Diluted earnings per she $ 13,59 19,865,73 $ 0.6¢
For the nine months ended February 1, 2
Basic earnings per sh $ 9,047 18,329,93 $ 0.4¢
Effect of dilutive securitie:
Exercise of stock options and warr¢ - 1,066,40! (0.02)
Diluted earnings per she $ 9,047 19,396,34 $ 0.47

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

Effective April 28, 2002, the Company admpBEFAS No. 142 “Goodwill and Other Intangible AsseThis statement prohibits the
amortization of goodwill and intangible assets wiittiefinite useful lives and requires that thessetssbe reviewed for impairment at least
annually. An impairment charge is recognized onhewthe calculated fair value of a reporting unitjuding goodwill, is less than its
carrying amount. The Company performed an anabsisf October 25, 2002. The results of the analgdisated that no goodwill
impairment existed as of October 25, 2002. In at&oce with the SFAS 142, the Company will compéetémpairment analysis on an anr
basis.

Goodwill, net of accumulated amortizatioms $1,083 at January 31, 2004 and $1,043 at M29®. Accumulated amortization was
$157 at January 31, 2004 and at May 3, 2003.

As required by SFAS No. 142, intangiblethviinite lives continue to be amortized. Includedntangible assets are a non-compete
agreement and a patent license. Intangible ass&issbaccumulated amortization were $550 at Jan®hr2004 and May 3, 2003.
Accumulated amortization was $473 and $419 at Iqrf 2004 and May 3, 2003, respectively. Thevadie of intangible assets is inclut
as a component of intangible and other asset®iachompanying consolidated balance sheets. Estinaatortization expense based on
intangibles as of May 3, 2003, is $63, $40, and®21he fiscal years ending 2004, 2005, and 28&&pectively.

Note 7. Inventories

Inventories consist of the following:

January 31 2004 May 3, 2003
Raw Materia $ 7,50¢ $ 5,99¢
Wor-in-progress 2,91¢ 2,151
Finished gooi 7,57¢ 6,71<
$ 18,00« $ 14,86:

Note 8. Segment Disclosure

The Company'’s chief operating decision nakeiews financial information presented on a etidated basis, accompanied by
disaggregated information about revenue and cegtgienses, by market and geographic region, fgyqees of assessing financial
performance and making operating decisions. Acogigj the Company considers itself to be operaiting single industry segment. The
Company does not manage its business by solutifocas area. During the quarter the Company reeeghapproximately $5.1 million in
net sales relating to the previously announcedtetion with the Cleveland Indians.

The Company does not maintain informatiorsales by products, and therefore, disclosuredi snformation is not practice



The following table presents informatioroabthe Company by geographic area:

United States Other Total
Net sales for the nine months end
January 31, 20( $ 130,88. % 21,08¢ $ 151,96¢
February 1, 20( 124,92! 5,47¢ 130,40(
Long-lived assets a
January 31, 20( 28,69( 8832 29,57
February 1, 20( 26,78: 30¢ 27,09(

Note 9. Subsequent Event

In February 2004 the Company entered irl&dtar of intent to acquire the minority inter@sDaktronics Canada, Inc., an 80% owned
subsidiary, for approximately $460 to be paid tlyivissuance of stock in Daktronics, Inc. The adtjoisis expected to close prior to March
15, 2004. The acquisition of this minority interesstontingent on negotiation of the final purchageeement and is not expected to have a
material effect on operations.

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 ctiodi and results of operations. This discus:
should be read in conjunction with the accompang@ogsolidated Financial Statements and Notes tes@mlated Financial Statements.

OVERVIEW

The Company designs, manufactures, ansl sellide range of computer-programmable informatiisplay systems to customers in a
variety of markets throughout the world. The Compfatuses its sales and marketing efforts on gguucal regions, markets and products.
The primary categories of markets include spomm@rcial, and transportation.

The Company’s net sales and profitabiligtdrically have fluctuated due to the impact afaproduct orders, such as display systems
for major league sport facilities and colleges antVersities, as well as seasonality factors, idiclg the timing of the various sports seasons
and the impact of holidays, which primarily imp#oe Company'’s third quarter. The Company’s grossyina on large product orders tend to
fluctuate more than those for small standard ordemye product orders that involve competitiveding) and substantial subcontract work for
product installation generally have lower grossgire. Although the Company follows the percentafgeompletion method of recognizing
revenues for larger custom orders, the Companyrtieless has experienced fluctuations in operatsglts and expects that its future res
of operations may be subject to similar fluctuagion

The Company books orders only upon rea#iptfirm contract and, in most cases, only aféeeipt of any required deposits related to
the order. As a result, certain orders for whigh @wmpany has received binding letters of interomtracts will not be booked until all
required contractual documents and deposits asivet. In addition, order bookings can vary sigrfitly as a result of the timing of large
orders.

The Company operates on a 52-53 week fisgal, with fiscal years ending on the Saturdages$bvto April 30 of each year. Fiscal year
2003 contained 53 weeks and the first nine mornitfisaal year 2003 contained 40 weeks as compardoket more typical 52-week year and
39-week nine month period. Fiscal year 2004 costahweeks.

For a summary of recently issued accourpiagpouncements and the effects of those pronousicenon the financial results of the
Company, refer to Note 3 of the consolidated fi@nstatements of the Company, which are includsevehere in this report.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following discussion and analysis official condition and results of operations aretagpon the Company’s Consolidated
Financial Statements, which have been preparedcordance with accounting principles generally ptee in the United States of America.
The preparation of these financial statements requhe Company to make estimates and judgmeritaffieat the reported amounts of ass
liabilities, revenues and expenses, and relatazodisre of contingent assets and liabilities. @agular basis, the Company evaluates its
estimates, including those related to estimateal tatsts on long-term contracts, estimated codbe timcurred for product warranties and
extended maintenance contracts, bad debts, exedsshaolete inventory and contingencies. Its esémare based on historical experience
and on various other assumptions that are beligved reasonable under the circumstances, theasegwhich form the basis for making
judgments about the carrying values of assetsiahilities that are not readily apparent from otkeurces. Actual results may differ frc
these estimates under different assumptions oritbomsl

The Company believes the following critieakounting policies require significant judgmesmsl estimates in the preparation of its
consolidated financial statemen



Revenue recognition on long-term contra&arnings 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 suchelsse estimatable. Generally, contracts entetedinthe Company have fixed prices
established and to the extent the actual costsrtplete contracts are higher than the amounts attdras of the date of the financial
statements, the resulting gross margin would batiegy effected in future quarters when the Comypaavises its estimates. The Company’s
practice is to revise estimates as soon as sugtgeban estimates are known.

Allowance for doubtful account§he Company maintains an allowance for doubtfubants for estimated losses resulting from the
inability of its customers to make required payrsefftthe financial condition of its customers wévaleteriorate, resulting in an impairment
of their ability to make payments, additional allvees may be required. As of January 31, 2004Ctimepany had an allowance for doubtful
accounts balance of approximately $1.2 million.

Warranties. The Company has created a reserve for warramiés products equal to its estimate of the aatoats to be incurred in
connection with its performance under the standandanty. In the event that the Company would bexamare of an increase in its warre
reserves additional reserves may become necessamting in an increase in costs of goods soldofAfanuary 31, 2004, the Company had a
total of approximately $3.8 million deferred foese costs.

Extended warranty and product maintenarntee Company has deferred revenue related to sepapsiced extended warranty and
product maintenance agreements. In the eventitba€ompany would become aware of an increase @sfisated costs under these
agreements in excess of its deferred revenue iadgitreserves may be necessary, resulting in@ease in costs of goods sold. During the
first nine months of fiscal year 2004, approximgat&l.6 million in additional reserves were provided

Inventory. Inventories are stated at the lower of cost orketa Market refers to the current replacement,asatept that market may r
exceed the net realizable value (i.e., estimat#idgerice in the ordinary course of business lesssonable predictable costs of completion
and disposal); and market is not less than theeadizable value reduced by an allowance for nopnafit margins. In valuing inventory the
Company estimates market value where it is beli¢wdmk the lower of cost or market and any necgss@rges are charged to costs of goods
sold in the period in which it occurs. All otheventory is valued at cost.

RESULTS OF OPERATIONS

The following table sets forth the percgetaf net sales represented by items includedelCttimpany’s Consolidated Statements of
Operations for the periods indicated:

Three Months Ended Nine Months Ended
January 31, February 1, January 31, February 1,
2004 2003 2004 2003
(13 weeks) (13 weeks) (39 weeks) (40 weeks)
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of goods sol 67.0% 67.7% 64.4% 66.7%
Gross profit 33.0% 32.3% 35.6% 33.3%
Operating expens 25.1% 24.1% 21.6% 22.1%
Operating incom: 7.9% 8.2% 14.0% 11.2%
Interest incom 0.5% 0.5% 0.5% 0.4%
Interest expens (0.2%) (0.5%) (0.3%) (0.5%)
Other income, ne 0.5% 0.1% 0.4% 0.2%
Income before income taxes and minority inte 8.7% 8.3% 14.6% 11.3%
Income tax expens 3.0% 3.4% 5.7% 4.4%
Minority interest in (income) loss of subsidic 0.1% (0.0%) (0.0%) (0.0%)
Net income 5.8% 4.9% 8.9% 6.9%

NET SALES

Net sales increased 17.1% to $44.7 millmrthe quarter ended January 31, 2004, as compai®8B.2 million for the same period in
fiscal year 2003. Net sales increased 16.5% to $1Bdlion for the nine months ended January 3D42@&s compared to $130.4 million for
the same period in fiscal year 2003. For the quarnded January 31, 2004, net sales increasee spthrts and commercial market, but were
down in the transportation market. Net sales wise ap in the United States and internationallyhtfot the quarter and for the nine months
of the year. Finally, as a percent of overall red¢s, standard product orders were more than 34%tafales for the third quarter of fiscal y
2004 as compared to approximately 23% for the thirarter of fiscal year 2003. Year to date stangaoduct orders were in excess of 28%
of total net sales as compared to 25% for the ffiirgt months of fiscal year 20C



Within the sports markets, the growth ia third quarter of fiscal year 2004 as comparethéahird quarter of fiscal year 2003 was
mainly in sales to high schools and smaller sgaxgities and major league sports facilities. Sale mid-sized institutions, including colleges
and universities, were relatively flat for the gigar Year to date sales were up across all thessated primarily by growth in major league
sports facilities followed by growth in net saleshigh schools and smaller facilities. During thistfthree quarters of the year, the Company
completed a number of large installations that idouted to the growth both in the quarter and yeatate as compared to the same periods of
the last fiscal year. The Company expects thassaikbe up for the year in the smaller sportdifaes and in the larger professional
facilities, while the college and university markeéll be up only slightly over the previous yeaminhg the quarter net sales included
approximately $5.1 million or 13.1% of net salelsied to the contract the company had previoushoanced with the Cleveland Indians.
The growth in the high school portion of the spontrket is partially attributable to the growthsi@les of video displays, primarily for footk
stadiums and other factors as listed below. Thevtran the sports market as a whole was due tongbeu of factors, including the overall
level of order bookings during the quarter andgtmwth in opportunities outside the United Statesaddition, the Company benefits from its
network of sales and service offices throughoutctientry, giving it the ability to serve its custera more effectively. The Company believes
that the effects of the slow economy have a ldgsgact on the sports market, as compared to israttarkets, since its products are gene
revenue generation tools (through advertisingfdoilities and the sports business in generalniee resistant to negative factors in the
economy as a whole.

Orders in the sports market were up inthivel quarter of fiscal year 2004 as compared ¢othiird quarter of fiscal year 2003, primarily
due to the factors listed above and due to theibgalf two large orders with major league basetesins. Order bookings were also up in the
smaller sports facilities and internationally. Dgithe quarter, the Company continued to benefihfgrowth opportunities presented through
its sports marketing business as it signed additiorders, which included sponsorships by advedisghis has helped drive sales in smaller
facilities as well as mid-sized facilities. The Quany believes that the growth in the sports masc&atinues to be driven by growth
internationally, new product development, an expandharket as the Company’s products have beconme affordable to more institutions,
and its overall product offerings, which the Compaelieves are the most complete and integrate@sygsin the marketplace.

Net sales in the commercial market grewificantly during the third quarter of fiscal ye2004 as compared to the same period of fiscal
year 2003. Sales of standard products were esfyesiadng primarily due to growth in sales to naibaccounts and the continued accept
of the Company’s Galaxy® display product line. Oyear to date basis, this portion of the Compabysiness has experienced the greatest
percentage growth as compared to the other twoetmégain due to a large degree to sales outsdéritied States and the national account
business. Order bookings were also up by almostfé@%e third quarter of fiscal year 2004 andtfue first three quarters of the year as
compared to the same periods of fiscal year 200BoAgh sales and orders in the commercial maneetiapendant to a large degree on
current economic conditions, the Company has bbknta grow the business due to its product offggints international expansion, the
network of sales and service offices throughouttintry, the development of resellers, primarilyhie United States, and the integrated
offerings the Company provides. As the Companyinaet to penetrate the opportunities in the comialemtarket, including national
accounts and business outside of the United Statelsfurther matures its regional sales forcexgeets the trend of increasing standard order
volume to continue double-digit percentage growies. The Company’s ability to generate greatessal national accounts and other large
customers, domestically and internationally, caddse this rate of growth to develop at a faster. ra

Net sales in the transportation marketsesesed during the third quarter of fiscal year 2894ompared to the same period of fiscal :
primarily due to the decline in order bookings ttreg Company experienced in the first and secomdteuof the current fiscal year. For the
first nine months of fiscal year 2004, net salethintransportation market were relatively flacampared to fiscal year 2003. The decline for
the quarter and year to date has been in theitrgatl Transportation Systems portion of the maalsedpposed to the aviation portion of the
market, which is up for both the quarter and yeatdte. Year to date, both portions of the trarntsgion market were down in terms of order
bookings however the Company expects that for &a the transportation market will increase yeargear in orders while sales may be
relatively flat.

The Company occasionally sells producesxichange for the proceeds of advertising revenarsergted from use of products. These
sales represented less than 10% of net salesefahitid quarter and nine months ended January@M.2The gross profit on these net sales
has typically been higher than the gross profitgimaon other net sales of similar size, althoughgélling expenses associated with these
transactions are typically higher.

The order backlog as of January 31, 2002l apgoroximately $43 million as compared to $51ionllas of February 1, 2003, and $39
million at the beginning of the third quarter ddal year 2004. Historically, the Company’s backlages significantly due to the timing of
large orders. The decrease in backlog for the tiatter of fiscal year 2003 was primarily concatgd in the sports markets and
transportation markets, while the commercial mabesklog experienced significant growth on a petaga basis from the end of the third
quarter of fiscal year 2003. As compared to thdrbeng of the third quarter of fiscal year 2004e thacklog increased in all the markets,
however the actual dollar increase was the mosifgignt in the sports market.

GROSS PROFIT

Gross profit increased 19.3% to $14.7 oillas compared to $12.4 million for the third qeadf fiscal year 2003. Gross profit increa
24.3% to $54.1 million for the nine months endeduday 31, 2004, compared to $43.5 million for tame period in fiscal year 2003. As a
percent of net sales, gross profit was 33.0% ang?3%or the three and nine months ended Januar(8H, as compared to 32.3% and
35.6% for the three and nine months ended Febi&2903. The increase in gross profit for bothttiree and nine months was due to a
number of factors including lower raw material spshe benefits of signing orders in advance of maaterial price declines, improvements in
on-site project costs as compared to estimatesmépily in the first half of fiscal year 2004), anprovement in expected margins at contract
signing, improved overhead absorption in manufaatufprimarily in the third quarter of fiscal ye2004) and an improved mix betwe



higher margin standard products and large contr@ibisse improvements were offset by increasedHteigsts, inventory losses, and for the
third quarter, an accrual for anticipated profitshg plan contributions. The Company continuesttive towards higher gross margins, as a
percent of net sales, although depending on th&buwtix and level of future sales, margin perceesagay not increase and are likely to
decrease from the levels of the first three qusidsra whole. The Company expects that margindeidiimilar for the fourth quarter of fiscal
year 2004 as compared to the fourth quarter oéffigear 2003, although as a result of various facthe actual amount could ve
significantly.

OPERATING EXPENSES

Operating expense8perating expenses, which are comprised of selfjageral and administrative, and product design and
development costs, increased by approximately 2£t86% $9.2 million in the third quarter of fiscabgr 2003 to $11.2 million in the third
quarter of fiscal year 2004. As a percent of netssaperating expenses increased from 24.1% d@3-or the nine months ended January
31, 2004, operating expenses increased 13.3% f&&9 $nillion to $32.7 million. For the nine montlisded February 1, 2003, all
components of operating expenses were affectedemult of the first quarter of fiscal year 2003 1t@ning 14 weeks as opposed to the 13
weeks included in the first quarter of fiscal y2a04. In addition, during the third quarter, then@@any accrued amounts for anticipated pi
sharing plan contributions, not previously accrubdt affected all areas.

Selling ExpenseSelling expenses consist primarily of salarieseptmployee related costs, travel and entertainmeilities-related
costs for sales and service offices, and expergditior marketing efforts including such things abateral materials, conventions and trade
shows, product demos and supplies.

Selling expenses increased 16.2% to $6l&mfor the three months ended January 31, 28840mpared to $5.9 million for the same
period in fiscal year 2003. Selling expenses ineedsb.6% to $19.7 million for the nine months endaauary 31, 2004 from $18.6 million
the same period in fiscal year 2003. Selling expsmecreased to 15.2% of net sales for the thiadeyuof fiscal year 2004 from 15.4% of |
sales for the third quarter of fiscal year 2003. fhe nine months ended January 31, 2004, selkpgreses were 13.0% of net sales as
compared to 14.3% of net sales for the nine moaised February 1, 2003.

Selling expenses for the quarter were higlsea result of an increase in personnel codtseaSompany continued to build its sales
infrastructure in line with the growth in net salbgher travel and entertainment costs due tantreased level of net sales, and costs
associated with the growth in the number of satekssgrvice offices. The increase in selling expsifisethe first nine months of fiscal year
2004 as compared to the first nine months of figear 2003 was the result of higher personnel @sisrelated infrastructure costs of its s
and service office network, higher travel and gatement costs due to the increased level of Hessaffset by lower product demo costs and
lower bad debt expense. The Company expects selkipgnse to increase slightly each quarter inuhed, although the fourth quarter costs
could end up equal or less than the current gusutests. As a percentage of net sales, sellingresgs are expected to be at or lower than the
level achieved for all of fiscal year 2003.

General and Administrativéseneral and administrative expenses consist piliynafrsalaries, other employee-related costs, pifmal
fees, shareholder relations fees, facilities andpegent related costs for administration departs\eaninortization of intangibles, and supplies.

General and administrative expenses inerk88.2% to $2.5 million for the three months endigauary 31, 2004 compared to $1.8
million for the same period in fiscal year 2003.n@&al and administrative expenses increased 3236.9 million for the nine months enc
January 31, 2004 as compared to $5.2 million ferfifst nine months ended February 1, 2003. Gemerdladministrative expenses increased
to 5.6% as a percent of net sales for the thirdtquaf fiscal year 2004 from 4.8% of net salestf@ third quarter of fiscal year 2003. For the
nine months ended January 31, 2004, general anthisthative expenses were 4.5% of net sales as amedpo 4.0% of net sales for the nine
months ended February 1, 2003.

The increase for the third quarter of fig@ar 2004 as compared to the third quarter offigear 2003 was due to increases in software,
information systems consulting costs, the effe€tsompensation paid under employment agreementeiassd with a previous acquisition,
higher professional fees related primarily to thkpansion of the Company’s business outside of thiged States, costs associated with union
attempts to represent certain manufacturing empkythe costs of implementing the requirementh®Sarbanes-Oxley Act and related
regulations, and higher training costs relatedhé&imcreased level of employees company wide. Timeseases were offset by lower costs of
shareholder relations expenses and amortizatidis.desr the first three quarters of fiscal year£2@@neral and administrative costs increased
as a result of the factors mentioned above, pluzased costs of personnel in all administratieasrhigher corporate insurance costs as a
result of the insurance market as a whole, andenigharitable contribution costs and other empldyaeefits. These increases were offset by
declines in costs of shareholder relations. The @om expects that general and administrative eaditdecline in the fourth quarter of fiscal
year 2004 followed by increases in following questat a rate slower than the rate of growth insadgs.

As mentioned above and as previously maatian filings, a union had been seeking to repriesertain manufacturing employees.
During the quarter, a vote was held that overwhegtyi rejected the union representation. The Comjeafigves that overall relations with
employees are good, although as a result of thigitgcit is exploring various ways to improve agions further.

Product Design and DevelopmeRtoduct design and development expenses congisaily of salaries, other employee-related costs,
facilities and equipment related costs, and supplie

Product design and development expensesagsed 23.4% to $1.9 million for the nine monthdeshJanuary 31, 2004 as compare



$1.5 million for the nine months ended Februar2d03. Product design and development expensesasane?1.5% to $6.2 million for the
nine months ended January 31, 2004 compared tonfilidn for the same period in fiscal year 2008oduct design and development was
4.2% as a percent of net sales for the third quaftiscal year 2004 and 4.0% of net sales forthtiel quarter of fiscal year 2003. For the r
months ended January 31, 2004, product design e@rglapment expenses were 4.1% of net sales as cethma3.9% of net sales for the
nine months ended February 1, 2003. Generally,ymtodesign and development expenses increase dirieg when the Company’s
engineering resources are not dedicated to lomy-¢entracts, as the same personnel who work oamgsand development also work on
long-term contracts. During the quarter the Compamgsted in a number of critical initiatives indlng further development of its
controllers, various software solutions, video amatrix displays, and product enhancements.

The Company expects that product designdewdlopment expenses will approximate 4.0% ofakits on an annual basis.
INTEREST INCOME

The Company occasionally sells productaminstaliment basis, under lease arrangementsexchange for the rights to sell and retain
advertising revenues related to the scoreboardlagisind facility, which result in long-term recebles. Interest income resulting from these
long-term receivables increased 40.2% to $0.3 enilfor the quarter ended January 31, 2004, as cadpa $0.2 million for the third quarter
of fiscal year 2003. For the nine months ended dan81, 2004, interest income increased 39.7% té $llion from $0.5 million for the
nine months ended February 1, 2003. The increadmth periods of time was the result of higherrage levels of long-term receivables
outstanding during the respective periods.

INTEREST EXPENSE

Interest expense is comprised primarilintérest costs on the Company’s long-term deberést expense decreased 60.0% to $0.1
million for the third quarter of fiscal year 2004 eompared to $0.2 million for the third quartefis€al year 2003. For the nine months ended
January 31, 2004, interest expense declined 40686.4 million from $0.7 million for the nine morstiended February 1, 2003. The decrease
for both the nine months and the quarter was ddiegtoeduction of debt outstanding under the Comgdime of credit and decreases in
average long-term debt outstanding, which was gibrtbffset by penalties (in the first quarter @fcal year 2004) the Company paid to retire
debt ahead of its scheduled maturity.

OTHER INCOME, NET

Other income, net increased from $0.1 oillio $0.2 million for the third quarter of fisgadar 2004 as compared to the third quarter of
fiscal year 2003. It increased to $0.6 million fioe first nine months of fiscal year 2004 as coregdo $0.3 million in the first nine months
fiscal year 2003. The increase for the nine months primarily the result of gains realized on thke ©f the rental equipment used by the
Company’s video display rental subsidiary. Theéase in the third quarter of fiscal year 2004 aspared to the same quarter of fiscal year
2003 was due to the sale of assets related todhg&ny’s voting system business. The Company wiitioue supplying displays to this
market but has exited the customized software groaf the business and related maintenance oldigati

LIQUIDITY AND CAPITAL RESOURCES

Working capital was $43.6 million at Januadt, 2004, and $39.7 million at May 3, 2003. Therpany has historically financed
working capital needs through a combination of d&sls from operations and borrowings under banlditragreements.

Cash provided by operations for the ninetih® ended January 31, 2004, was $12.1 million.iméetme of $13.6 million plus
depreciation and amortization of $4.6 million, aorease in accounts payable and accrued expemsisillangs in excess of costs and profits
was offset by an increase in accounts receivamentories, estimated earnings in excess of b#liagpd long term receivables. The changes
in operating assets and liabilities were primardiated to the growth of the Company during thst fiine months of the year. In addition, as a
result of the timing of certain large projects, @empany received larger than normal amounts arnitary during the last week of the quat
creating an increase in accounts payable and iamenthe growth in long-term receivables resultexrf the growth in the sports marketing
business of the Company and the financing of cotdran an installment basis.

Cash used by investing activities consistedl7.1 million of purchases of property and egugmt. During the first nine months of fiscal
year 2004, the Company invested approximately 80l6n in transportation equipment, $2.7 milliom inanufacturing equipment that adc
significant capacity in the electronic assembly #re@imetal fabrication areas, $1.8 million in imfmtion systems infrastructure, including
software, $0.9 million in product demonstration ipguent, and $0.9 million in rental equipment, priityafor its Sports Link subsidiary.
These investments were made to support the Compaontinued growth, to increase capacity, andptace obsolete equipment.

Cash used by financing activities include®b.5 million net reduction of long-term debt agaments and offset by $0.5 million in
proceeds from the exercise of stock options.

The Company has used and expects toreantd use cash reserves and bank borrowings tbitaetort-term working capital
requirements. On large product orders, the time/&eh order acceptance and project completion minexup to and exceed 18 months
depending on the amount of custom work and theomust's delivery needs. The Company often receivé@vwen payment or progress
payments on these product orders. To the extentithae payments are not sufficient to fund thescasd other expenses associated



these orders, the Company uses working capitaban#l borrowings to finance these cash requirements.

The Company’s product development actisitielude the enhancement of existing productsth@dievelopment of new products from
existing technologies. Product design and developmepenses were $1.9 million for the quarter entdediary 31, 2004. The Company
intends to continue to incur these expendituretetelop new display products using various dispganologies to offer higher resolution,
and more cost effective and energy efficient digpldhe Company also intends to continue develogpaftyvare applications for its display
controllers to enable these products to continuedet the needs and expectations of the marketplace

The Company has a credit agreement withink bhat provides for a $20.0 million line of crieavhich includes up to $2.0 million for
standby letters of credit. The interest rate onitieeof credit is equal to LIBOR plus 1.55% (1.HJanuary 31, 2004) and is due on October
1, 2005. As of January 31, 2004, no advances uhddine of credit were outstanding. Two standltels of credit were issued and
outstanding for approximately $1.1 million as ofidary 31, 2004. These letters of credit were isgudarily to support the issuance of a bid
guarantee on a project. The credit agreement iscumsd and requires the Company to meet certaieneous including the maintenance of
tangible net worth of at least $40 million, a minim liquidity ratio, a limit on dividends and didititions, and a minimum adjusted fixed
charge coverage ratio. Daktronics Canada, Inc.Ctirapany’s Canadian subsidiary, has various ceggiéements that provide up to $0.3
million in borrowings under lines of credit. Theénest rate on the lines of credit is equal to Bve the prime rate of interest (4.25% at
January 31, 2004). As of January 31, 2004, $0.1bead drawn under the line. The lines are secutigthply by accounts receivables,
inventory and other assets of the subsidiary.

The Company is sometimes required to olgaifiormance bonds for display installations andesutly has a bonding line available
through a surety company that provides for an aggecof $100.0 million in bonded work outstandiAgJanuary 31, 2004, the Company |
approximately $7.1 million of bonded work outstarglagainst this line.

The Company believes under its current ¢gin@sgtimates over the next year, it has suffictapacity under its line of credit. Beyond that
time, it may need to increase the amount of itditfacility depending on various factors. The Canp anticipates that it will be able to
obtain any needed funds under commercially readertabms from its current lender. The Company beléethat cash from operations, from
its existing or increased credit facility, andétgrent working capital will be adequate to meet¢hsh requirements of its operations in the
foreseeable future.

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

Through January 31, 2004, substantiallpfilhe Company’s net sales were denominated itedritates dollars, and its exposure to
foreign currency exchange rate changes has notdigeificant. Net sales originating outside the tddiStates for the third quarter of fiscal
year 2004 were 13.9% of total net sales. The Compaerates in Canada through a majority owned didrgi Sales of the Canadi
subsidiary comprised 3.8% of net sales in the fiadt of fiscal year 2004. In the event the Comphaljeved that currency risk in Canada was
significant it would utilize foreign exchange hedgicontracts to manage its exposure to the Canaldiar.

During the first half of fiscal year 20@Ae Company entered into an order denominatedrizse@io minimize its risk on fluctuations in
euros versus the United States dollar, it entareda forward contract to sell euros, net of iteoedenominated obligations on the contact.

It is expected that in the future net salesominated in foreign currency may increase @ereentage of net sales. As a result, operating
results may become subject to fluctuations based spanges in the exchange rates of certain cue®icrelation to the United States
dollar. To the extent that the Company engagesteriational sales denominated in United Statdamdolan increase in the value of the
United States dollar relative to foreign currenaesald make the Company’s products less competitiveternational markets. Although the
Company will continue to monitor and minimize itgoesure to currency fluctuations, and, when appatgrmay use financial hedging
techniques in the future to minimize the effecttefse fluctuations, exchange rate fluctuations@bas differing economic conditions,
changes in political climates, differing tax stuuets and other rules and regulations could adweedtdct the Company'’s financial results in
the future.

INTEREST RATE RISKS

The Company’s exposure to market ratefoskchanges in interest rates relates primarilheoCompany’s debt and long-term accounts
receivable. The Company maintains a blend of hietidfand floating rate debt instruments. As of &1, 2004, the Company’s
outstanding debt approximated $3.1 million, suliglin all of which was in fixed rate obligation8ach 100 basis point increase or decrease
in interest rates would have an insignificant aheff@ct on variable rate debt interest based erbtlances of such debt as of January 31,
2004. For fixed rate debt, interest rate changkestits fair market value, but do not impact eagsi or cash flows.

In connection with the sale of certain @dbsplays, scoreboards, and message display€dimpany has entered into various types of
financings. The aggregate amounts due from custmelude an imputed interest element. The majafitthese financings carry fixed rates
of interest. As of January 31, 2004, the Companytstanding long-term receivables were approxirgai@b.3 million. Each 25 basis point
increase in interest rates would have an assocéatedal opportunity cost of approximately $0.1 il



The following table provides informationcalb the Company’s financial instruments that aresgive to changes in interest rates,
including debt obligations for the quarter endingyM., 2004, and fiscal years following fiscal y2ao4.

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

Fiscal Year Ending There-
2004 2005 2006 2007 2008 after

Assets:
Long-term receivables
including current portion

Fixed rate 1,65¢ 2,68¢ 3,631 1,79¢ 1,657 3,86¢
Average interest ra 5.8% 8.1% 8.9% 7.5% 7.5% 6.9%
Liabilities:
Long and short term de
Fixed rate 46¢ 1,40(C 1,115 144 45 36
Average interest ra 6.1% 8.2% 8.2% 8.3% 9.1% 11.4%

The carrying amounts reported on the baaheet for long-term receivables and long andtsbon debt approximates its fair value.

Substantially all of the Company’s castabaks are denominated in United States dollar$ Balances in foreign currencies are
operating balances maintained in accounts of thegamy’s Canadian subsidiary and an account of tmapgany to settle euro-based
payments. These balances are immaterial to the @oymgis a whole.

Item 4. CONTROLS AND PROCEDURES

Based on an evaluation of the Company’slaiésire controls and procedures as of the endegb¢hiod covered by this Quarterly Report
on Form 10-Q, James B. Morgan, President and E&hxetutive Officer of the Company, and William R.tiReeath, Chief Financial Officer
and Treasurer of the Company, have concluded lteaCbmpany’s disclosure controls and proceduresfégetive in ensuring that
information required to be disclosed by the Compiarthe reports that it files or submits under Sexurities Exchange Act of 1934, as
amended, is recorded, processed, summarized aodaepvithin the time periods specified by the S#ims and Exchange Commission’s
rules and forms. There were no significant chamgéise Company’s internal controls or in other éastthat could significantly affect these
controls subsequent to the date of the evaluaitichyding any corrective actions with regard tongfigant deficiencies and material
weaknesses.

PART Il. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
Not Applicable

Item 2. CHANGES IN SECURITIES AND USE OF PROCEEDS
Not Applicable

Item 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable

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

ltem 5. OTHER INFORMATION
Not Applicable

Item 6. EXHIBITS AND REPORTS ON FORM 8-K



(@) Exhibits

Ex. 10.14 FOURTH AMENDMENT, DATED DECEMBER 20@3 TO THE LOAN AGREEMENT
DATED OCTOBER 14, 1998 BETWEEM BANK NATIONAL ASSOCIATION AND
DAKTRONICS, INC

Ex. 31.1 CERTIFICATION OF THE CHIEF EXECUTIVEFFICER REQUIRED BY RULE
1%-14(a) OR RULE 15-14 (a) OF THE SECURITIES EXCHANGE ACT OF 19:

AS ADOPTED PURSUANT TO SECTICGN2 OF THE SARBANE-OXLEY ACT
OF 20C

Ex.31.2 CERTIFICATION OF THE CHIEF FINANCIADFFICER REQUIRED BY RULE

13-14(a) OR RULE 15-14 (a) OF THE SECURITIES EXCHANGE ACT OF 19:
AS ADOPTED PURSUANT TO SECTIGN2 OF THE SARBANE-OXLEY ACT
OF 20C

Ex. 32.1 CERTIFICATION OF THE CHIEF EXECUTIVEFFICER PURSUANT T(
SECTION 906 OF THE SARBAN-OXLEY ACT OF 2002

Ex.32.2 CERTIFICATION OF THE CHIEF FINANCIADFFICER PURSUANT T(C
SECTION 906 OF THE SARBAN-OXLEY ACT OF 2002

(b) Reports on Form 8-K
The following current reports on Form 8-lene filed by the Company during the third fiscahder:

Current report on Form 8-K dated Novemt#r2D03 setting forth the earning release for #emed quarter of fiscal year 2004.

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized. After degiiry and to the best of my knowledge and beliegtify that the information set forth in
this statement is true, complete and correct.

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

Date: February 20, 2004

EXHIBIT 10.14

FOURTH AMENDMENT TO LOAN AGREEMENT AND REVOLVING NO TE

This Fourth Amendment to Loan Agreement Reglolving Note is made and entered into this 2ay af December, 2003, by and
betweenU.S. Bank National Association a national banking association, with an addrédsld North Main Avenue, Post Office Box 5308,
Sioux Falls, South Dakota 57117-5308 (“Lender”) &aktronics, Inc. , a South Dakota corporation, with an address &f38'4 Avenue,
Brookings, South Dakota 57006 (“Borrower”).

RECITALS:

A. Lender and Borrower entered into ahédgreement dated October 14, 1998, which Loareé&gent was amended by an
Amendment to Loan Agreement dated November 30, ,1888bsequent Amendment to Loan Agreement datedrBleer 8, 2000, and a
Third Amendment to Loan Agreement dated June 20220

B. In accordance with the Loan Agreemeander is the holder of a Revolving Note datedio®er 14, 1998 signed on behalf of
Borrower. Pursuant to the Amendment to Loan Agraegrdated November 30, 1999, the loan amount isO8®0000.00 (the “Revolving
Loan”).

C. Lender and Borrower mutually wish to extéhe maturity date of the Revolving Loan from @er 1, 2004 to October 1, 20(



NOW, THEREFORE, for good and valuable cdesition, the parties agree as follows:

1. The Loan Agreement and Revolving Note are herebgrai®d to provide that the Revolving Loan Maturigt®is October 1, 200

2. This Agreement shall not operate as a novatidheoNote. Except as modified herein, all of taerts and conditions of the Loan
Agreement and Revolving Note, including previousadments thereto, shall remain in full force arfdcf

3. Borrower acknowledges that the Loan Agreemeatoling Note and related loan documents are aall sdmain the legal and binding
obligation of Borrower, free of any claim, defergeoffset.

U.SBANK NATIONAL ASSOCIATION DAKTRONICS, INC.

By: [s/ Carl Wynje By: s/ James B. Morga
Carl Wynja, James B. Morgan,
Vice Presiden Chief Executive Office

By: [s/ William R. Retterat!
William R. Retterath
Chief Financial Office

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. I have reviewed this quarterly report onrrdi0-Q for the quarter ending January 31, 2004aktnics, Inc.;

2. Based on my knowledge, this report doescantain 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 officerdahare responsible for establishing and maintgimiisclosure 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 procedureaused such disclosure controls and proceduttes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, 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’sloésire controls and procedures and presentedsimeport 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;

c) disclosed in the report any change in registranternal control over financial reporting that oo@d 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 officerdahhave disclosed, based on our most recent eN@iuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors persons performing the equivalent function):

a) all significant deficiencies and material weaknessethe design or operation of internal contralerdinancial 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 involveanagement or other employees who have a significéain the registrant’s internal
control over financial reporting; ar

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

Date: February 20, 2004

* A signed original of this written statement haseh provided to the Company and will be retainetheyCompany and furnished to the
Securities and Exchange Commission or its stafhupquest.

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. | have reviewed this quarterly report onrrdi0-Q for the quarter ending January 31, 2004 aktinics, 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 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, 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 procedureaused such disclosure controls and proceduttes designed 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’sloésire controls and procedures and presentedsimeport 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 the report any change in registranternal control over financial reporting that oo@d 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 officerdahhave disclosed, based on our most recent el@iuaf 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 weaknessethe design or operation of internal contralerdinancial reporting which are
reasonably likely to adversely affect the regis’s ability to record, process, summarize and refptahcial information; an

b) any fraud, whether or not material, that involvemnagement or other employees who have a significéain the registrant’s internal
control over financial reporting; ar

By: /s/_William R. Retteratl
Daktronics, Inc




William R. Retterath,
Chief Financial Officer and Treasu
Principal Financial Offie

Date: February 20, 2004

* A signed original of this written statement hazh provided to the Company and will be retainethieyCompany and furnished to the
Securities and Exchange Commission or its stafhupquest.

EXHIBIT 32.1

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUA NT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Daktronics, Inc. and subsidiaries (the “Comydafor the quarterly period ending
January 31, 2004 as filed with the Securities axthBnge 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 antsa Section 906 of the Sarbanes-
Oxley Act of 2002, that to the best of my knowledge

(1) The Report fully complies with the requiremts of section 13(a) or 15(d) of the Securitiestzxge 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 20, 200

* A signed original of this written statement hazh provided to the Company and will be retainethieyCompany and furnished to the
Securities and Exchange Commission or its stafhupquest.

EXHIBIT 32.2

DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUA NT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Daktronics, Inc. and subsidiaries (the “Comyafor the quarterly period ending
January 31, 2004 as filed with the Securities axchBnge Commission on the date hereof (the “RepdrtiVilliam R. Retterath, Chief
Financial Officer of the Company, hereby certifyurguant 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 20, 200

* A signed original of this written statement hazh provided to the Company and will be retainethieyCompany and furnished to the
Securities and Exchange Commission or its stafhupquest
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