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Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q (including extsland information incorporated by reference hajeiontains both historical and
forward-looking statements that involve risks, uncertaistind assumptions. The statements containedsineghort that are not purely
historical are forward-looking statements withiretmeaning of Section 27A of the Securities Ac8881las amended, and Section 21B of the
the Securities Exchange Act of 1934, as amendeldding statements regarding our expectations diglintentions and strategies for the
future. These statements appear in a number oeplacthis Report and include all statements thatreot historical statements of fe
regarding our intent, belief or current expectatsonith respect to, among other things: (i) our finag plans; (ii) trends affecting o1



financial condition or results of operations; (iur growth strategy and operating strategy; ang the declaration and payment

dividends. The words “may,” “would,” “could,” “will,” “expect,” “estimate,” “anticipate,” “believe,” * intend,” “plan” and similar
expressions and variations thereof are intendedeatify forward-looking statements. Investors eag@tioned that any such forward-looking
statements are not guarantees of future performamckinvolve risk and uncertainties, many of whiach beyond our ability to control, and
that actual results may differ materially from tlegsrojected in the forward-looking statements assallt of various factors discussed herein
and those factors discussed in detail in our fiéingth the Securities and Exchange Commissionydat) in our Annual Report on Form 10-
K for the fiscal year ended May 1, 2004 in theisacentitled“ltem F. Management'’s Discussion and Analysis ofdficial Condition and
Results of Operatior— Business Risks and Uncertainties.”

PART I. FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
October 30, May 1,
2004 2004
(unaudited) (note 1)

ASSETS
CURRENT ASSETS
Cash and cash equivale $ 17,83. $ 16,25¢
Accounts receivable, less allowance for doutdfidounts
of $1,202 at October 30, 2004 and $1,131 at 1J2004 31,78! 28,68¢
Current maturities of lor-term receivable 4,59¢ 3,772
Inventories 20,81« 16,60
Costs and estimated earnings in excess of ksl 15,23¢ 12,86:
Prepaid expenses and other current a 1,13(C 90t
Deferred income taxe 5,64: 4,52¢
Income tax receivab - 812
Rental equipment available for s 2,721 2,70¢
Total current asse 99,75¢ 87,127
Advertising rights, ne 1,55¢ 1,41¢
Long term receivables, less current maturi 10,83( 10,26
Goodwill, net of accumulated amortizati 1,522 1,411
Intangible and other assi 901 92C

14,80¢ 14,01

PROPERTY AND EQUIPMENT

Land 654 654
Buildings 13,02: 12,41¢
Machinery and equipme 16,217 14,61¢
Office furniture and equipme 17,631 15,54:
Rental displays and related equipm 39C 38¢
Demonstration equipme 4,411 3,50z
Transportation equipme 3,33¢ 3,00¢

55,66¢ 50,12¢
Less accumulated depreciat 28,16¢ 25,02¢

27,50( 25,09¢

$142,06: $126,23t

See notes to consolidated financial statem
|

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



(in thousands, except share data)

October 30, May 1,
2004 2004
(unaudited) (note 1)
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Notes payable, bar $ 87 $ 214
Accounts payabl 13,74¢ 12,58¢
Accrued expense 12,00( 11,61
Current maturities of lor-term debt 1,191 1,181
Current maturities of lor-term marketing obligation 36¢ 11¢&
Billings in excess of costs and estimated eas 6,66¢ 6,761
Customer deposi 4,42: 2,82¢
Income taxes payab 37C —
Total current liabilitie: 38,85: 35,297
Long-term debt, less current maturiti 53¢ 1,14¢
Long-term marketing obligation 48¢ 35C
Deferred incom 1,52¢ 1,13¢
Deferred income taxe 3,23¢ 2,04:
5,78¢ 4,67¢
TOTAL LIABILITIES 44,637 39,97
SHAREHOLDERS' EQUITY
Common stock, no par value, authorized 60,000
shares, 18,976,770 and 18,886,492 shares is$
October 30, 2004 and May 1, 2004, respecti 16,89¢ 16,40¢
Additional pait-in capital 2,53¢ 2,27¢
Retained earning 77,897 67,67
Treasury stock, at cost, 19,680 sh: 9 9
Accumulated other comprehensive income (I 10t (84)
97,421 86,26

$142,06- $ 126,23t

See notes to consolidated financial statem
|

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

(unaudited)
Three Months Ended Six Months Ended
October 30, November 1, October 30, November 1,
2004 2003 2004 2003
Net sales $59,47. $ 58,30 $ 118,18 $ 107,22
Cost of goods sol 39,47¢ 36,557 78,07( 67,91¢
Gross profit 19,99 21,75( 40,11: 39,30¢
Operating expense
Selling 7,34¢ 6,447 14,727 12,87¢
General and administratit 2,21F 2,214 4,83¢ 4,33¢
Product design and developm 2,86: 2,07¢ 5,10C 4,28¢
12,42¢ 10,74( 24,66( 21,49¢
Operating income 7,56¢ 11,01( 15,45; 17,81(

Nonoperating income (expens



Interest incom 314 23€ 62E 468

Interest expens (57 (89 (117) (329
Other income, ne 37¢ 9 45k 347
Income before income taxe
and minority interest 8,20¢ 11,16¢ 16,42 18,291
Income tax expens 3,01¢€ 4,43¢ 6,201 7,241
Income before minority
interest 5,18¢ 6,731 10,22( 11,05(
Minority interest in income ¢
subsidian — (62 — (73)
Net income $ 5,18 $ 6,66 $ 10,22 $ 10,97
Earnings per shar
Basic $ 02 $ 0.3 $ 0.5 $ 0.5
Diluted $ 0.2 $ 03 $ 0.5 $ 05!

See notes to consolidated financial statements.

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

(unaudited)
Six Months Ended
October 30, November 1,
2004 2003

Cash flows from operating activitie
Net income $ 10,22(  $10,97:
Adjustments to reconcile net income to net ¢
provided by operating activitie

Depreciatior 3,55¢ 2,991
Amortization 51 74
(Gain) loss on sale of property and equipn 14 (296
Minority interest in income of subsidia - 74
Provision for doubtful accoun 132 327
Deferred income taxes, r 72 (389
Change in operating assets and liabili (6,229 (2,81¢)

Net cash provided by operating activities 7,81t 10,94¢

Cash flows from investing activitie
Purchase of property and equipm (5,962) (4,280)
21

Proceeds from sale of property and equipr 667

Net cash used in investing activitie (5,94)) (3,619

Cash flows from financing activitie

Principal payments on lo-term debt (623) (4,81%)
Payments on notes paya (15%) (117
Proceeds from exercise of stock opti 277 264
Proceeds from issuance of l-term debt - 76

Net cash used in financing activities (507) (4,58¢)
Effect of exchange rate changes on ¢ 204 74

Increase in cash and cash equivali 1,57 2,81¢



Cash and cash equivaler

Beginning 16,25¢ 9,271
Ending $ 17,83: $ 12,09¢

Supplemental disclosures of cash flow informat
Cash payments fa
Interes $ 113 $ 291
Income taxes, net of refun 4,54¢ 7,507

Supplemental schedule of r-cash investing an
financing activities
Tax benefits related to exercise of stock opt $ 26z % -

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

DAKTRONICS, INC. AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

Note 1. Basis of Presentation

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

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

The consolidated financial statements ithelthe accounts of our wholly owned subsidiarieskttbnics GmbH, Star Circuits, Inc., Spr
Link, Ltd., MSC Technologies, Inc. and Daktronicarada, Inc. Investments in affiliates owned 50%ess are accounted for by the equity
method. Intercompany balances and transactions e eliminated in consolidation.

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

Note 2. Significant Accounting Policies

Stock based compensatighOctober 30, 2004, we had four stock-based emgdapmpensation plans, which are described mdse ful
in our Annual Report on Form 10-K. We account farge plans under the recognition and measuremiectges of APB Opinion No. 25,
“Accounting for Stock Issued to Employeesand related interpretations. No stock-based emplogenpensation cost is reflected in net
income, as all options granted under those pladsihaxercise price equal to the market valuetitiderlying common stock on the date of
grant. The following table illustrates the effeatimet income and earnings per share if we hadexpftie fair value recognition provisions of
Statement of Financial Accounting Standards (“SPA$J. 123, “Accounting for Stock-Based Compensatitm stock-based compensation.

Three Months Ended Six Months Ended
October 30, November 1, October 30, November 1,
2004 2003 2004 2003
Net Income as reporte $ 518 $ 666¢ $1022( $10,97

Deduct: Total sto-based metho
employee compensation expe
determined under fair vali



based method for all awards,

of related tax effec (1479) (105) (279 (217)
Pro forma net incom 5,041 6,56¢ 9,941 10,76¢
Earnings per shan

Basic— as reportel $ 0.27 $ 03€ $ 0.5¢ $ 0.5¢
Basic— pro forma 0.27 0.3t 0.5: 0.5¢
Diluted— as reportet 0.2¢ 0.34 0.51 0.5t
Diluted— pro forma 0.2t 0.3t 0.4¢ 0.54

Commitments and Contingenciksconnection with certain sales of equipment, \weehagreed to accept a specified level of recaum
the money owed by our customers to other finanestitutions. At October 30, 2004 and at May 1,208e were contingently liable on such
recourse agreements in the amount of $250.

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

Product Warrantieg/e offer standard warranty coverages on many opoanlucts which include parts and in some caseas lab
maintenance and support, for periods varying froma @ 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 periodicaligess the adequacy of our recorded warranty
costs and adjust the amounts as necessary.

Changes in our product warranties for fReronths ended October 30, 2004 consisted ofdaheviing:

Amount

Beginning accrued warranty c $ 4,18¢

Warranties issued during plkeod 1,68¢

Settlements made during theqa (2,087

Changes in accrued warranst<for pr-

existing warranties during theriod,

including expiratiol 1,10t
Ending accrued warranty ct $ 4,88

Lease Commitment§Ve lease office space for various sales and@iotations and various equipment, primarily efeguipment.
Rental expense for operating leases amounted t# &34 $596 for the six months ended October 304 20@ November 1, 2003,
respectively. Future minimum payments under nonglahte operating leases, excluding executory casth as management and
maintenance fees, with initial or remaining termsme year or more consisted of the following ataber 30, 2004

Fiscal Yeai Amount
2005 $ 31¢

2006 49¢
2007 317
2008 11€
2009 56
Thereaftel 22

Total $ 1,32¢

Purchase Commitmenksom time to time, we commit to purchase inventamg advertising rights over periods that extend avwgear.
As of October 30, 2004, we were obligated to pusehiaventory and advertising rights through fisezdr 2009 as follows:

Fiscal Yeai Amount
2005 $ 1,341
2006 56C
2007 54




2008 54
2009 53

Total $ 2,062

Note 3. Recently Issued Accounting Pronouncements

In January 2003, the FASB issued Interpi@iadNo. 46, “Consolidation of Variable InteresttHies, an interpretation of Accounting
Research Bulletin No. 51” (FIN No. 46). FIN No. 4l be effective no later than the end of thetfiesporting period that ends after March
15, 2004. FIN No. 46 requires the consolidatioemtities in which an enterprise absorbs a majafitthe entity’s expected losses, receives a
majority of the entity’s expected residual returmsboth, as a result of ownership, contractuatber financial interest in the entity.
Currently, entities are generally consolidated byeaterprise when it has a controlling financiaérest through ownership of a majority
voting interest in the entity. The adoption of AN®. 46 did not have a material impact on our netiegs, cash flows or financial position.

Note 4. Revenue Recognition

Long-term contractsEarnings on long-term contacts are recognized emp#éicentage-of-completion method, measured by the
percentage of costs incurred to date to estimatedl ¢osts for each contract. Operating expensestarged to operations as incurred and are
not allocated to contract costs. Provisions foinegted losses on uncompleted contracts are mathe 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.

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

In cases where we receive advertising sighis opposed to just the payments, in exchangbdarquipment, revenue is recognized as it
becomes earned, and the related costs of the eqotmre amortized over the term of the advertisigigts which were owned by us. On thi
transactions, advance collections of advertisinvgmees are recorded as deferred income.

The cost of advertising rights, net of atization, was $1,555 as of October 30, 2004 and1%las of May 1, 2004.

Product maintenancdn connection with the sale of our products, w® alscasionally sell separately priced extended amtigs and
product maintenance contracts. The revenue relatedch contracts are deferred and recognizedlystaimet sales over the term of the
contracts, which varies from one to 10 years.

Software:We sell our proprietary software bundled with diggsl and certain other products. Pursuant to Ameficstitute of Certified
Public Accountants (“AICPA”) Statement of Positi®OP”) 97-2, “Software Revenue Recognition,” aseathed 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 RaweiRecognition 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 productdwasirred, the fee is fixed and determinable aliéction 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 oguipment are recognized as net sales as the seatiegerformed.

Derivatives:We utilize derivative financial instruments to mgaahe economic impact of fluctuations in curreagghange rates on
those transactions that are denominated in a ayrrethier than our functional currency, which is e dollar. This includes entering into
currency forward contracts to manage these econoskie. As of January 1, 2001, we adopted SFAS188,“Accounting for Derivative



Instruments and Hedging Activities, as amended B&SNo. 137 and SFAS No. 138. SFAS No. 133 requiset® recognize all derivatives
on the balance sheet at fair value. Derivativesdh@anot hedges must be adjusted to fair valumithr earnings. If a derivative is a hedge,
depending on the nature of the hedge, changeg ifathvalue of derivatives are either offset aghthe change in the fair value of the hedged
assets, liabilities or firm commitments throughriags or recognized in accumulated other comprahengin (loss) until the hedged item is
recognized in earnings. As of October 30, 2004 etheere no derivatives outstanding. As of May 1)£20ve had determined that the
derivatives outstanding at that date, which coedistf foreign currency forward contracts that atended to minimize our exposure on
certain foreign currency transactions with notica@lounts equal to our exposure on certain euroirélien and Canadian currency
denominated transactions, were not considered Bedgerefore, they were recognized at fair valughénstatement of financial condition,

and the changes in fair value were recognizedrirrahcome, net. The fair value of these derivatiwas included in prepaid expenses and
other current assets in the statement of finamoatlition as of May 1, 2004.

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 dntkd EPS for three and six months er
October 30, 2004 and November 1, 2003 follows:

Per Share
Net Income Shares Amount
For the three months ended October 30, 2
Basic earnings per sh $ 5,18¢ 18,932,30 $ 0.27
Effect of dilutive securitiet
Exercise of stock options and warr¢ — 1,247,61. (0.07)
Diluted earnings per she $ 5,18¢ 20,179,91 $ 0.2¢
For the three months ended November 1, 2
Basic earnings per sh: $ 6,66¢ 18,653,15 $ 0.3¢
Effect of dilutive securitiet
Exercise of stock options and warr¢ — 1,150,66! (0.02)
Diluted earnings per she $ 6,66¢ 19,803,82 $ 0.3¢
For the six months ended October 30, 2(
Basic earnings per sh: $ 10,22( 18,910,70 $ 0.5¢
Effect of dilutive securitie:
Exercise of stock options and warr¢ — 1,241,80. (0.03)
Diluted earnings per she $ 10,22¢ 20,152,50 $ 0.51
For the six months ended November 1, 2(
Basic earnings per sh $ 10,977 18,622,22 $ 0.5¢
Effect of dilutive securitiet
Exercise of stock options and warre — 1,182,07 (0.09
Diluted earnings per she $ 10,977 19,804,30 $ 0.5¢

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

We account for goodwill and other intangibksets in accordance with SFAS No. 142, and wplete an impairment analysis at least
on an annual basis and more frequently if circuntsta warrant.

Goodwill, net of accumulated amottiiza, was $1,522 at October 30, 2004 and $1,4Magt1, 2004. Accumulated amortization
was $169 at October 30, 2004 and $125 at May 14.28@ performed our annual impairment analysisaafdyvill as of November 1, 2004.
The result of this analysis indicated that no goldmpairment existed as of that date.

As required by SFAS No. 142, intangiblethviinite lives continue to be amortized. Includedntangible assets are a non-compete
agreement and a patent license. Intangible ase&issbaccumulated amortization were $550 at Oct8beR004 and at May 1, 2004,
respectively. Accumulated amortization was $503 483 at October 30, 2004 and May 1, 2004, respagtiThe net value of intangib



assets is included as a component of intangibleotimel assets in the accompanying consolidatechbalsheets. Estimated amortization
expense based on intangibles as of May 1, 20040safid $26 for the fiscal years 2005 and 2006 ectsfely.

Note 7. Inventories

Inventories consist of the following:

October 30, May 1,

2004 2004
Raw Materia $ 9,26¢ $ 6,952
Wor-in-process 4,792 3,05z
Finished goo 6,752 6,59¢
$ 20,81+ $ 16,60

Note 8. Segment Disclosure

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

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

The following table presents informatioroabus by geographic area:

United States Other Total
Net sales for the six months enc
October 30, 20( $ 107,20t $ 10,97¢ $ 118,18:
November 1, 20( 92,04: 15,18: 107,22
Lon¢lived assets a
October 30, 20( 26,68: 81¢ 27,50(
November 1, 20( 24,51 58E 25,09¢

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 dispafséucluding intangible assets, for impairment wheer events or changes in circumstances
indicate that the carrying amount of such assetsmabe recoverable. Recoverability of assetstbdid 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 arhofithe assets to their estimated fair markatevalf any assets are considered to be
impaired, the impairment is measured by the ambynthich the carrying amount of the assets exctezlsstimated fair value.

During the second quarter of fiscal yead20ve 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 balance sheeéntal equipment held for sale, and based oarmalysis of recoverability, no loss has
been recognized related to the equipment, in aecmalwith SFAS No. 144.

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 accompangimgsolidated financial statements and notes taahsolidated financial statements.

OVERVIEW

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



Our net sales and profitability historigatlave fluctuated due to the impact of large produders, such as display systems for
professional sport facilities and colleges and ersities, as well as the seasonality of the sposiket. Net sales also have fluctuated due to
other seasonality factors including the impactalfdays, which primarily impact our third quart€@ur gross margins on large product orders
tend to fluctuate more than those for smaller sdiashdrders. Large product orders that involve cditipe bidding and substantial subcontr
work for product installation generally have lovggoss margins. Although we follow the percentagearfipletion method of recognizing
revenues for large custom orders, we nevertheless &xperienced fluctuations in operating results expect that our future results of
operations may be subject to similar fluctuations.

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

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

For a summary of recently issued accourgiagpouncements and the effects of those pronousicesnon our financial results, refer to
Note 3 of our notes to the consolidated finandiatiesnents, 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 accordegititaccounting principles generally accepted m thited States of America. The
preparation of these financial statements requirmumake estimates and judgments that affectefperred amounts of assets, liabilities,
revenues and expenses and related disclosure tifigent assets and liabilities. On a regular bagisevaluate our estimates, including those
related to estimated total costs on long-term emtsr estimated costs to be incurred for productaméies and extended maintenance
contracts, bad debts, excess and obsolete inveamalgontingencies. Our estimates are based arib@texperience and on various other
assumptions that are believed to be reasonable timeleircumstances, the results of which formhkasis for making judgments about the
carrying values of assets and liabilities thatrevereadily apparent from other sources. Actualltesnay differ from these estimates under
different assumptions or conditions.

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

Revenue recognition on long-term contra&arnings on long-term contracts are recognizederpércentage-of-completion method,
measured by the percentage of costs incurred éotdagstimated total costs for each contract. Biows for estimated losses on uncompleted
contracts are made in the period in which suchelwsse estimatable. Generally, contracts we emtemhiave fixed prices established and, to
the extent the actual costs to complete contraethigher than the amounts estimated as of theaddle financial statements, the resulting
gross margin would be negatively affected in futgmarters when we revise our estimates. Our peaito 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 firmogindition of our customers were to deterioregsulting in an impairment of their ability
to make payments, additional allowances may beimedjur o identify impairment in the customer’s &gito pay, we review aging reports,
contact customers in connection with collectiorogff and review other available information. A€Qaftober 30, 2004, we had an allowance
for doubtful accounts balance of approximately $illion.

Warranties We have created a reserve for warranties on owlugte equal to our estimate of the actual costetimcurred in
connection with our performance under the warrantBenerally, estimates are based on historicaréxmce taking into account known or
expected changes. If we would become aware of@ease in our warranty reserves, additional resemesy become necessary, resulting in
an increase in costs of goods sold. As of OctobeRB04, we had a total of approximately $4.9 wrillreserved for these costs.

Extended warranty and product maintenand& have deferred revenue related to separatelggegtended warranty and product
maintenance agreements. The deferred revenueogmeed ratably over the contractual term. If waulddoecome aware of an increase in
estimated costs under these agreements in excess déferred revenue, additional reserves mayebessary, resulting in an increase in
costs of goods sold. As of October 30, 2004, apprately $0.04 million in additional expense waspded for. In determining if additional
reserves are necessary, we examine cost trendh® @ontracts and other information and comparetthéite deferred revenue.

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



RESULTS OF OPERATIONS

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

Three Months Ended Six Months Ended
October 30, November 1, October 30, November 1,
2004 2003 2004 2003
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of goods sol 66.4% 62.7% 66.1% 63.3%
Gross profit 33.6% 37.3% 33.9% 36.7%
Operating expenst 20.9% 18.4% 20.8% 20.0%
Operating incom: 12.7% 18.9% 13.1% 16.7%
Interest incomt 0.5% 0.4% 0.5% 0.4%
Interest expens (0.1%) (0.2%) (0.1%) (0.3%)
Other income (expense), r 0.7% - 0.3% 0.3%
Income before income taxes &
minority interes 13.8% 19.1% 13.8% 17.1%
Income tax expens 5.1% 7.6% 5.2% 6.8%
Minority interest in income of subsidia - 0.1% - -
Net income 8.7% 11.4% 8.6% 10.3%

NET SALES

Net sales increased 10.2% to $118.2 mifiaarsix months ended October 30, 2004 as compar&d07.2 million for the same period in
fiscal year 2004. Net sales increased 2.0% to $5@l®n for the quarter ended October 30, 2004¢@wpared to $58.3 million for the same
period in fiscal year 2004. For the quarter endetber 30, 2004, net sales increased in the comahartd transportation market but
decreased in the sports market. Net sales foruhaer were up domestically and down on an inténat basis. As a percent of overall net
sales, standard product orders were approxima@ty & net sales for the second quarter of fiscat @905 as compared to approximately
28% for the second quarter of fiscal year 2004.tRersix months ended October 30, 2004, net sades up in the commercial market and
relatively flat in the sports and transportatiorrkess as compared to the first six months of figear 2004.

Within the sports markets, the declineéh sales in the second quarter of fiscal year 2808 mpared to the second quarter of fiscal
2004 was the result of a decline in our internatidiusiness and a decline in net sales for prafeabsports facilities within the United Stal
The decline in professional sports facilities was tb the decline in new systems for professionatifall teams as compared to last year.
Offsetting this decline was a double-digit percgetancrease in domestic sales in both simkd institutions, such as colleges and univess
and small facilities, such as high schools andeagéon centers.

The growth in the smaller and mid-sizedlitées portion of the sports market includes higbales of both standard products and custom
display systems and is due to opportunities foitamtal displays in facilities and the expandingrkeds for our products. In addition, we
benefit from our network of sales and service eithroughout the country, giving us the abilityséove our customers more effectively,
which enhances sales. We believe that the effétteeaconomy have a lesser impact on our sportkehas compared to our other markets,
since our products are generally revenue genertiaa (through advertising) for facilities and syorts business in general is more resistant
to negative factors in the economy as a whole.llyin@s mentioned in previous filings, the changethe competitiveness of the video disy
portion of our business has stabilized in termalod the competitors are, and we believe that wdack to more historical competitive
environments as compared to the two prior fiscalgein which the competition was less aggressive.

Net sales internationally were down for $eeond quarter and year to date in fiscal yeab 280compared to the same periods in fiscal
year 2004. We believe this is a reflection of thieeirent volatility of large orders and the timirfgrien orders are booked, and over the |
guarter we expect our international business tdicoa to be down.

In terms of orders in the sports markegsiggally the same factors noted above relatingtsales cause similar changes in components
of order bookings, although timing of large ordinsds to cause differing short term results. Fersicond quarter of fiscal year 2005, ol



bookings were up by double-digit percentages ithafle components of our sports business. We hagsperformances in professional
sports and mid-sized institutions as comparedécstime periods one year ago. It is important te,iaiwever, that early in the third quarter
of fiscal year 2004, we booked two very large osder major league baseball facilities. We belithat the growth in the sports market over
the long-term is driven by new product developnmaw, uses for existing products, an expanding magetur products become more
affordable to more institutions growth internatiypaand our overall product offerings, which weibee are the most complete systems ir
marketplace.

We also expect that net sales in professisports facilities will be down for fiscal ye2@05 as compared to fiscal year 2004 as a result
of a lower number of expected new and renovateititfes, although it's possible that this could nha. We expect net sales in the small and
mid-sized sports facilities to be higher for theirenfiscal year.

Net sales in the commercial market grewificantly during the second quarter and firstsignths of fiscal year 2005 and year to date
as compared to the same periods of fiscal year.2Z8@lés of custom video systems and standard piod&re both strong. The growing
acceptance of our standard Galaxy® display proliuet sales to national account customers and @easing demand for large video
systems continues to fuel growth as well as thedavgd economic conditions and the greater acceptahcED technologies for advertising.
This portion of our business has experienced thatgst percentage growth as compared to our spaitgansportation markets. On an
international basis, sales were up for the quandryear to date as compared to the last fiscal yeastly due to the sales in the Middle East,
where we have been awarded orders for video systeatss in other parts of the world in generaldown, however, which we attribute me
to the inherent volatility of large orders.

Order bookings in the commercial marketenaso up significantly for the second quarterisddl year 2005 and year to date as
compared to the same periods of fiscal year 20@#0Agh sales and orders in the commercial mar&pédd to a large degree on current
economic conditions, we have been able to grovbtisiness due to our product offerings and growoggptance and demand for the
products, our international expansion, our netwajrkales and service offices throughout the coutity development of resellers, primarily
in the United States, and the integrated offerimggrovide. As we continue to penetrate the oppdtias in the commercial market, includ
national accounts and business outside of the tJStates, and further develop our regional saleefave expect the trend of increasing
standard order volume and large video systemsritnee double-digit percentage growth rates.

Net sales in the transportation marketseiased slightly during the second quarter of figealr 2005 as compared to the same period of
fiscal 2004 primarily as a result of the strongesrdookings in the preceding quarter. For the Sixtins ended October 30, 2004, net sales in
the transportation market remained down slightlyex@ll order bookings in the transportation maskete down for the quarter as compared
to the same quarter one year ago, but year to g remain up slightly. We expect that for fisgahr 2005, the transportation market will
increase as compared to fiscal year 2004 in o@leiaet sales.

We occasionally sell products in exchargydlie advertising revenues generated from useocafyets. These sales represented 2.6% and
1.4% of net sales for the second quarter and sirtinscended October 30, 2004. The gross profit péime these transactions have typically
been higher than the gross profit percent on dthesactions of similar size, although the selbxgenses associated with these transactions
are typically higher.

The order backlog as of October 30, 2004 agproximately $50 million as compared to $39imillas of November 1, 2003 and $58
million at the beginning of the second quarterisé¢dl year 2005. Historically, our backlog varieedo the timing of large orders. The
percentage increase in backlog for the secondeeafrfiscal year 2005 was primarily concentratethie commercial and transportation
markets. The sports market backlog was also upmapared to the end of the second quarter of figeat 2004. As compared to the
beginning of the second quarter of fiscal year 2008 backlog declined in the sports and transportanarket and increased in the
commercial market, the sixth consecutive quartenafeases for that portion of our business. Thangks were the result of the combination
of the changes in orders and net sales as discabse@d.

GROSS PROFIT

Gross profit decreased 8.1% to $20.0 mmilfiar the second quarter of fiscal 2005 as comptré&21.8 million for the second quarter of
fiscal year 2004. For the six months ended Oct80eR004, gross profit increased 2.1% to $40.lionilcompared to $39.3 million for the :
months ended November 1, 2003. As a percent cfales, gross profit was 33.6% and 33.9% for thnekesiax months ended October 30,
2004 as compared to 37.3% and 36.7% for the thrdesia months ended November 1, 2003. The grosgimpercentage declined in the
second quarter of fiscal 2005 as compared to tbenskequarter of fiscal year 2004 due to decreaffedts of the contribution provided by r:
materials price declines, the decline in on-sitefable variances, higher freight costs, and theral.competitive environment. These effects
were offset partially by a number of positive fastancluding effective execution by our enginegramd manufacturing staffs on newly
designed products and existing products and anower mix between higher margin standard produaddange contracts. We strive towards
higher gross margins, as a percent of net saksuaglh depending on the actual mix, performanckiger projects and level of future sales,
margin percentages may not increase and are ligkelgcrease from the levels of last fiscal yeartaedcurrent quarter. We expect that
margins will be lower throughout the rest of thecél year consistent with statements made in omuAhReport on Form 10-K for fiscal year
2004.

OPERATING EXPENSES



Operating expensefQperating expenses, which are comprised of seljjageral and administrative expenses and prodsajmiand
development costs, increased by approximately 15t@fb $10.7 million in the second quarter of fisgabhr 2004 to $12.4 million in the
second quarter of fiscal year 2005. As a percentbbales, operating expenses increased from 1&.4#t sales to 20.9% of net sales. For
the six months ended October 30, 2004, operatipgreses increased 14.7% from $21.5 million for ther®nths ended November 1, 200:
$24.7 million for the six months ended October3W)4.

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 14.0% to $7&mfor three months ended October 30, 2004 aspared to $6.4 million for the same
period in fiscal year 2004. Selling expenses ineedal4.4% to $14.7 million for the six months en@atober 30, 2004 from $12.9 million
the same period in fiscal year 2004. Selling expsmscreased to 12.4% of net sales for the secoaday of fiscal year 2005 from 11.1% of
net sales for the second quarter of fiscal yead2B0r the six months ended October 30, 2004 ngedikpenses were 12.5% of net sales as
compared to 12.0% of net sales for the six monticdee November 1, 2003.

Selling expenses for the quarter and thensinths ended October 30, 2004 were higher asudt igf an increase in personnel costs as the
Company continued to build its sales infrastructarne with the expectations for growth in netesa higher travel and entertainment costs
due to the increased level of net sales, highevextion costs, higher marketing support costs scassociated with building the international
business and commission expense. These increaseparéally offset by lower bad debt expenses.afeect selling expense to increase
slightly each quarter for the rest of the fiscahiydrowever, as a percentage of net sales, sellipgnses for the year are expected to be at or
lower than the level achieved for all of fiscal y2804.

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

General and administrative expenses wer2 i$flion for the second quarter of fiscal yeaf3@nd the same period in fiscal year 2004.
General and administrative expenses increased 1tb.$%8 million for the six months ended Octob@y 3004 as compared to $4.3 million
for the first six months ended November 1, 200hé&8al and administrative expenses decreased to &7&percent of net sales for the
second quarter of fiscal year 2005 from 3.8% ofsadés for the second quarter of fiscal year 2604 the six months ended October 30,
2004, general and administrative expenses were df1%t sales as compared to 4.0% of net salebéosix months ended November 1,
2003.

The increase for the first six months etéil year 2005 as compared to the second quariscaf year 2004 was due to increases in
personnel costs due to our growth, informationesyst maintenance and support costs, supplies aubtsaaning costs. These increases were
offset by lower professional fees, shareholdettiaia costs and equipment rental costs arisingaparchasing of equipment previously
subject to rental arrangements. We expect thatrgeard administrative costs will increase throughtbe rest of the fiscal year on a per
quarter basis and that the costs in the secondeyqurfiscal year 2005 were lower than expecteel ufluctuations in the timing of
information systems spending.

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

Product design and development expensesased 37.7% to $2.8 million for the three montideel October 30, 2004 compared to ¢
million for the same period in fiscal year 2004oéuct design and development expenses increaseth16.$5.1 million for the six months
ended October 30, 2004 as compared to $4.3 milliothe six months ended November 1, 2003. Prodesign and development was 4.8%
as a percent of net sales for the second quarfescaf year 2005 and 3.6% as a percent of nes $atesecond quarter 2004. For the six
months ended October 30, 2004, product design enelabment expenses were 4.3% of net sales faetend quarter of fiscal 2005 as
compared to 4.0% of net sales for the six montliedMNovember 1, 2003. Generally, product designdavelopment expenses increase
during times when the Company’s engineering ressuace not dedicated to long-term contracts, asghe personnel who work on research
and development also work on long-term contractsiriyy the quarter we invested in a number of @aitinitiatives including development of
our new ProTour™ line of video displays, our V-Metrowcasting solution, various enhancements tdiglrer resolution video displays and
various other display devices and related softwaAte expect that product design and developmentresgsewill approximate 4% of net sales
for the rest of the fiscal year.

INTEREST INCOME

We occasionally sell products on an instalit basis, under lease arrangements or in exchliantiee rights to sell and retain advertising
revenues from displays, which result in long-tegoeivables. We also invest excess cash in shonttemporary cash investments that
generate interest income. Interest income resultony these long-term receivables increased 33d.$0t31 million for the three months
ended October 30, 2004 as compared to $0.24 mftiothe second quarter of fiscal year 2004. Ferdix months ended October 30, 2004,
interest income increased 35.0% to $0.63 milli@mfi$0.46 million for the six months ended Novembe2003. The increase for both peri



of time was the result of higher average level®nfj-term receivables outstanding during the retspeperiods and the higher levels of
excess cash invested in temporary cash investments.

INTEREST EXPENSE

Interest expense is comprised primarilintérest costs on our notes payable and long-tedoh ¢hterest expense decreased 36.0% to
$0.06 million for the three months ended October28®4 as compared to $0.09 million for the thremths ended November 1, 2003. Foi
six months ended October 30, 2004, interest expgec@ed 65.6% to $0.11 million from $0.32 millier the six months ended November
1, 2003. The decrease for both the six months laadjtiarter in fiscal 2005 was due to the redudatfaebt outstanding under long-term debt
arrangements and the reduction (for the first siaths of the year) in the penalties we paid toediefore its scheduled maturity in the first
quarter of fiscal year 2004.

OTHER INCOME (EXPENSE)

Other income (expense) increased to $0i8®mfor the second quarter of fiscal year 20@5campared to $0.01 million in the second
quarter of fiscal year 2004. A portion of this iease resulted in foreign currency gains primaglgted to the weakening of the US dollar
relative to the Canadian dollar on inter-companyaades.

INCOME TAX EXPENSE

Income taxes decreased 32.0% to $3.0 miliiche second quarter of fiscal year 2005 as @vatpto $4.4 million in the second quarter
of fiscal year 2004. For the first six months @l year 2005, income taxes decreased 14.4% t@ $iilion as compared to $11.1 million
for the first six months of fiscal year 2004. Thextkase was principally due to the lower pre-tanine. The effective rate of 36.8% in the
second quarter of fiscal year 2005 compares tdfantive rate of 39.7% in the second quarter afdlsyear 2004. The lower overall effective
income tax rate resulted from a greater impactcefié deductions available for the effects of fgresales and a reduction in the state income
tax effective rate.

Over the course of the last three yeass\World Trade Organization (“WTQO”) has ruled tHa¢ fprovisions contained in the FSC Repeal
and Extraterritorial Income Exclusion Act of 200&T1") are prohibited export subsidies under thiesuof the WTO. Federal legislation was
recently signed into law that repealed ETI in thiife in favor of a deduction relating to incomeiltitable to domestic production activities.
We have not yet fully evaluated the provisionshi$é hew legislation; however, the ETI is being mtheut over time beginning in calendar
2005, when the ETI benefits get reduced to 80%.rve provisions will allow a deduction that couétiice taxable income by 9.0%, or
9.0% of qualified production activities income, wheéver is less. The full benefit of this provisieil not be achieved until 2010. We do not
expect this, however, to have a material impaatumeffective tax rates for fiscal year 2005. Fatyears are being evaluated.

Liquidity and Capital Resources

Working capital was $60.9 million at Octol38, 2004 and $51.8 million at May 1, 2004. Wedhhistorically financed working capital
needs through a combination of cash flow from ojp@na and borrowings under bank credit agreements.

Cash provided by operations for the six therended October 30, 2004 was $7.8 million. Netrne of $10.2 million plus depreciation
and amortization of $3.6 million, an increase in@mts payable and accrued expenses and custopusitdenvas offset by increase in
accounts receivable, costs and estimated earnmingsciess of billings, net of an increase in bilirig excess of costs and estimated earnings,
an increase in inventory and the effects of chamgearious other operating assets and liabilifidse changes in operating assets and
liabilities were related to the growth we experieticluring the first half of the year, higher invamgtlevels in preparation for expected
standard product orders in the third quarter, antherease in accounts receivables days salesadtags. The growth in long-term
receivables resulted from the growth in the spardsketing business.

Cash used by investing activities consiste$6.0 million of purchases of property and egugmt. During the first half of fiscal year
2005, the Company invested approximately $0.4 omlin transportation equipment, $1.5 million in ratatturing equipment, $1.4 million in
information systems infrastructure, including safte, $1.3 million in product demonstration equiptreard $0.6 million for building
expansion and improvements. These investments wade to support the Company’s continued growthtamédplace obsolete equipment.

Cash used by financing activities include®.7 million net reduction of long-term debt agaments and shoirm notes payable offs
by $0.3 million in proceeds from the exercise ot&toptions.

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



Our product development activities inclulde enhancement of existing products and the dpwedat of new products from existing
technologies. Product design and development exgemsre $2.9 million for the quarter ended Oct@fer2004. We intend to continue to
incur these expenditures to develop new displagyrets using various display technologies to ofighér resolution and more cost effective
and energy efficient displays. We also intend toticme developing software applications for ouptiig controllers to enable these products
to continue to meet the needs and expectatiortseahiarketplace.

We have a credit agreement with a bankphatides for a $20.0 million line of credit, whialcludes up to $5.0 million for standby
letters of credit. The interest rate on the linemfdit is equal to LIBOR plus 1.55% (2.61% at @eto30, 2004) and is due on October 1,
2005. As of October 30, 2004, no advances unddirtbef credit were outstanding. Five standbyelettof credit were issued and outstanding
for approximately $0.9 million as of October 30020 The credit agreement is unsecured and requirés meet certain covenants, including
the maintenance of tangible net worth of at ledét ®illion, a minimum liquidity ratio, a limit onididends 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% aboveghme rate of interest (5.5% at October 30,
2004). As of October 30, 2004, $0.1 million hadrbdeawn under the line. The lines are secured piiyriay accounts receivables, inventory
and other assets of the subsidiary.

We are sometimes required to obtain perdmre bonds for display installations, and we haeraling line available through a surety
company that provides for an aggregate of $100onilh bonded work outstanding. At October 30, 2004 had approximately $8.4 million
of bonded work outstanding against this line.

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

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

Through October 30, 2004, most of our adgswere denominated in United States dollarspamexposure to foreign currency
exchange rate changes was not significant. Ne$ saiginating outside the United States for theoadoquarter of fiscal year 2005 were 9.2%
of total net sales. We operate in Canada throughally-owned subsidiary. Sales of the Canadian islidny comprised 0.1% of net sales in
the second quarter of fiscal year 2005. If we lvelitthat currency risk in Canada was significar would utilize foreign exchange hedging
contracts to manage our exposure to the Canaditar.do

We expect net sales to international markethe future to increase as a percentage afales and that a greater portion of this business
will be denominated in foreign currencies. As autg®perating results may become subject to flatitins 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 effexcalso 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 mininie effect of these fluctuations. However, exclearage fluctuations as well as differing
economic conditions, changes in political climatéffering tax structures and other rules and ratjoihs could adversely affect our financial
results in the future.

INTEREST RATE RISKS

Our exposure to market rate risk for chariganterest rates relates primarily to our detat bong-term accounts receivables. We
maintain a blend of both fixed and floating ratbtdastruments. As of October 30, 2004, our outditagn debt approximated $1.7 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 October 30,. Za@¥4fixed rate debt, interest rate changes
affect its fair market value but do not affect eags or cash flows.

In connection with the sale of certain thgpsystems, we have entered into various typéimafcings with customers. The aggregate
amounts due from customers include an interestexienThe majority of these financings carry fixates of interest. As of October 30, 2004,
our outstanding long-term receivables were appratéty $15.4 million. Each 25 basis point increasiterest rates would have an
associated annual opportunity cost of approximakelp4 million.



The following table provides informationaalb our financial instruments that are sensitivettanges in interest rates, including debt
obligations, for the three quarters ending Apri] 2005 and subsequent fiscal years.

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

Fiscal Year There—
2005 2006 2007 2008 2009 after

Assets:
Long-term receivables, includir
current maturitie

Fixed rate 3,14z 3,80z 1,92¢ 1,71¢ 1,242 3,59¢
Average interest ra 4.9% 9.0% 7.8% 7.8% 7.5% 7.5%
Liabilities:
Long and short term det
Fixed rate 562 1,08¢ 75 - - -
Average interest ra 7.9% 7.4% 5.1% - - -

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

Item 4. CONTROLS AND PROCEDURES

The Company carried out an evaluation, utige supervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer, bieteffectiveness of the design and operation o€dmpany’s “disclosure controls and
procedures,” as that term is defined in Rule 13@)&nd Rule 15d-15(e) under the Securities Exohdag of 1934, as of October 30, 2004,
which is the end of the period covered by this ref@ased upon that evaluation, the Chief Execuiiiécer and Chief Financial Officer
concluded that as of October 30, 2004, the Compgadligtlosure controls and procedures were effective

Based on the evaluation described in thegiming paragraph, the Company’s Chief Executiviic®fand Chief Financial Officer
concluded that during the quarter ended OctobeP@04, there was no change in the Company'’s inteordrol over financial reporting that
materially affected, or is reasonably likely to erélly affect, the Company’s internal control o¥igancial reporting.

PART Il. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
Not Applicable

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

Item 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable

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

Item 5. OTHER INFORMATION
Not Applicable

Item 6. EXHIBITS



Ex 31.1* Certification Of The Chigkecutive Officer Required By Rule
13a-14(a) OR Rule 15d-14(a) Of The Securities 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

* Filed herewith

SIGNATURES

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

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

Date: November 30, 2004

EXHIBIT 31.1

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

I, James B. Morgan, certify that:
1. | have reviewed this quarterly report onrRdi0-Q for the quarter ended October 30, 2004 dftiaics, 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 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 officerdahare responsible for establishing and maintgmiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1f8f the registrant and have:

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsbsidiaries, 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’sldgire 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 this report any change in registraimternal control over financial reporting that aoed during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registré's internal control over financial reportir

5. The registrant’s other certifying officerém)d | have disclosed, based on our most recehiaian of 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 regid’s ability to record, process, summarize and refpanhcial information; an

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

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

Date: November 30, 2004

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 ended October 30, 2004 dftiaics, 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, nistatisg with respect to the period
covered by this report;

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

4. The registrant’s other certifying officer@)d | are responsible for establishing and maimgidisclosure 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 proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly durihg tperiod in which this report is being prepal

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

c¢) Disclosed in this report any change in registraimternal control over financial reporting that ac@d 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 officerém)d | have disclosed, based on our most recehiaian 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 regidf’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: November 30, 2004

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
May 1, 2004 as filed with the Securities and Exgg@ommission on the date hereof (the “Report'James 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
November 30, 200

EXHIBIT 32.2

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

In connection with the Quarterly Report on FormQ®@f Daktronics, Inc. and subsidiaries (the “Comydafor the quarterly period ended
May 1, 2004 as filed with the Securities and Exgga@ommission on the date hereof (the “Report'Jilliam 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 requirameof section 13(a) or 15(d) of the Securitiestzaxme 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
November 30, 200
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