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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Quarterly Period Ended August 1, 2009

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the Transition Period Fromto .

Commission File Number: 0-23246
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South Dakota 46-0306862
(State or other jurisdiction of (LR.S. Employer
incorporation or organizatiol Identification Number

@&
DAKTRONICS
201 Daktronics Drive
Brookings, SD 57006
(Address of principal executive office (Zip Code)

(605) 69:-0200
(Registrar’s telephone number, including area cc

Indicate by check mark whether the registranthés filed all reports required to be filed by Sewctl3 or 15
(d) of the Securities Exchange Act of 1934 durimg preceding 12 months (or for such shorter peahatthe
registrant was required to file such reports), @)chas been subject to such filing requirementsife past
90 days.

Yes No O

Indicate by check mark whether the registrant iisnstted electronically and posted on its corpokélib site,
if any, every Interactive Data File required todubmitted and posted pursuant to Rule 405 of R&gul&-T
during the preceding 12 months (or for such shqveeiod that the registrant was required to sulamd post
such files).

YesO No O

Indicate by check mark whether the registrantl@rge accelerated filer, an accelerated filer, a-accelerated
filer or a smaller reporting company. See the didins of “large accelerated filer,” “acceleratatef” and
“smaller reporting company” in Rule 12b-2 of thecBange Act.

Large accelerated fildcl Accelerated filelX]

Non-accelerated fileE] Smaller reporting comparly
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrant ghell company (as defined in Rule 12tnf the Exchang
Act).



YesO No
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PART I. FINANCIAL INFORMATION
ltem 1. FINANCIAL STATEMENTS
DAKTRONICS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

August 1, May 2,
2009 2009
(unaudited) (note 1)
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 39,299 $ 36,501
Restricted cas 356 1,083
Accounts receivable, less allowance for doubtfaloants 59,521 61,412
Inventories 50,226 51,400
Costs and estimated earnings in excess of bil 25,130 27,541
Current maturities of lor-term receivable 7,903 7,962
Prepaid expenses and ot 5,927 5,587
Deferred income taxe 15,054 15,017
Property and equipment available for < 384 470
Total current asse 203,80C 206,973
Advertising rights, ne 2,355 2,392
Long-term receivables, less current maturi 15,501 15,879
Investments in affiliate 1,062 2,541
Goodwill 4,648 4,549
Intangible and other asse¢ 4,471 2,804
Deferred income taxe 387 311
28,424 28,476
PROPERTY AND EQUIPMENT
Land 1,204 1,204
Buildings 50,979 50,810
Machinery and equipme! 50,587 50,013
Office furniture and equipmel 53,219 52,369
Equipment held for rent: 2,693 2,423
Demonstration equipme 8,784 8,021
Transportation equipme 4,919 5,115
172,38t 169,95E
Less accumulated depreciati 86,033 80,528
86,352 89,427
TOTAL ASSETS $ 318,57€ $ 324,87€




DAKTRONICS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(continued)

(in thousands, except share data)

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payabl
Accrued expenses and warranty obligati
Current maturities of lor-term debt and marketing obligatio
Billings in excess of costs and estimated earn
Customer deposit
Deferred revenu
Income taxes payab

Total current liabilities

Long-term debt, less current maturiti

Long-term marketing obligations, less current maturi
Long-term warranty obligations and other payal
Deferred income taxe

Total lon¢-term liabilities
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY

Common stock, no par value, authori:
120,000,000 shares;40,757,122 and 40,657
shares issued at August 1, 2009 and May 2,

2009, respectivel

Additional paic-in capital

Retained earning

Treasury stock, at cost, 19,680 sh:¢

Accumulated other comprehensive |

TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

See notes to consolidated financial statem:

August 1, May 2,
2009 2009
(unaudited) (note 1)
$ 27,885 30,273
31,774 35,548
1,248 367
11,749 13,769
10,513 10,007
9,889 9,531
1,902 2,935
94,960 102,430
1,922 23
725 759
4,596 4,805
4,996 4,948
12,239 10,535
107,199 112,965
28,770 27,872
14,778 13,898
168,436 170,705
(9) 9)
(598) (555)
211,377 211,911
$ 318,576 324,876




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

Net sales
Gain on sale of proper
Cost of goods sol

Gross profit

Operating expense
Selling
General and administratiy
Product design and developmi

Operating income

Nonoperating income (expens
Interest incom
Interest expens

Other income (expense), r

Income before income taxes
Income tax expens
Net income

Weighted average shares outstand
Basic
Diluted

Earnings per sharn
Basic
Diluted

Cash dividend paid per she

See notes to consolidated financial statem

(unaudited)
Three Months Ended
August 1, August 2,
2009 2008
$ 113,453 $ 161,229
25 977
83,383 116,858
30,095 45,348
14,368 16,365
6,534 7,682
5,870 6,546
26,772 30,593
3,298 14,755
375 536
47 (106)
(602) (345)
3,024 14,840
1,592 5,113
$ 1,432 $ 9,727
40,759 40,338
41,073 41,323
$ 0.04 $ 0.24
$ 0.03 $ 0.24
$ 0.095 $ 0.09




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

Three Months Ended

August 1, August 2,
2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,432 $ 9,727
Adjustments to reconcile net income to net caskigea
by operating activities

Depreciatior 5,637 5,884
Amortization 79 79
Gain on sale of property and equipm (25) (977)
Stocl-based compensatic 880 839
Equity in losses of affiliat 714 692
Loss on sale of equity invest 231 -
Provision for doubtful accoun (308) 111
Deferred income taxes, n (66) (99)
Change in operating assets and liabili (2,241) (12,532)
Net cash provided by operating activities 6,333 3,724
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm (2,559) (7,534)
Purchases of receivables from equity investee (306) -
Proceeds from sale of property and equipn 61 2,713
Proceeds from sale of equity method investm 535 -
Net cash used in investing activities (2,269) (4,821)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of stock opti 34 176
Excess tax benefits from stc-based compensatic - 71
Principal advances on lo-term debr 2,775 -
Dividends paic (3,873) (3,635)
Net cash provided by (used in) financing activities (1,064) (3,388)
EFFECT OF EXCHANGE RATE CHANGES ON CAS (202) (38)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 2,798 (4,523)
CASH AND CASH EQUIVALENTS:
Beginning 36,501 9,325
Ending $ 39,299 4,802

Supplemental disclosures of cash flow informat
Cash payments fo
Interest $ 13 $ 116
Income taxes, net of refun 2,661 1,555

Supplemental schedule of r-cash investing and financing activitie
Demonstration equipment transferred to inven 118 817

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 and Summary of Critad Accounting Policies

In the opinion of management, the accompanying dited consolidated financial statements contail
adjustments (consisting of normal recurring adj&stte) necessary to fairly present our financialitjmos
results of operations and cash flows for the peripdesented. The preparation of financial statesné
conformity with accounting principles generally apted in the United States of America requires mameen
to make estimates and assumptions that affectegperted amounts therein. Due to the inherent uaicay
involved in making estimates, actual results imnfetperiods may differ from those estimates.

Certain information and footnote disclosures nolmnacluded in financial statements prepared incadanc:
with accounting principles generally accepted i thited States of America have been condensechiiteal
The balance sheet at May 2, 2009 has been deniwedthe audited financial statements at that datedbe:
not include all of the information and footnotesjuged by generally accepted accounting princigta
complete financial statements.These financial statés should be read in conjunction with our final
statements and notes thereto for the year ended V12909, which are contained in our Annual Repm
Form 10K previously filed with the Securities and Exchar@emmission. The results of operations for
interim periods presented are not necessarily atidie of results that may be expected for any othtarim
period or for the full fiscal year.

The consolidated financial statements include otgoants and those of our wholbwned subsidiarie
Daktronics France SARL; Daktronics Shanghai, Lishktronics GmbH; Star Circuits, Inc.; Daktronics di
Holdings, Inc.; MSC Technologies, Inc.; Daktronitd, Ltd.; Daktronics Hong Kong, Ltd.; Daktron
Canada, Inc.; Daktronics Hoist, Inc.; DaktronicsjiBg, Ltd; Daktronics Australia Pty Ltd; and Daétrics
FZE. Intercompany balances and transactions hase &éaminated in consolidation.

Investments in affiliates are accounted for by d¢geity method. We have evaluated our relationshijtls
affiliates and have determined that these ent#tiesnot variable interest entities and therefoeerat require
to be considered for consolidation in our consaéddinancial statements. Accordingly, our propmrél shar
of the respective affiliate’ earnings or losses is included in other incomedese) in our consolidat
statement of income.

Use of estimatesThe preparation of financial statements in conftymiith accounting principles genere
accepted in the United States requires us to mstk@ates and assumptions that affect the reportexiats o
assets and liabilities and disclosure of contingessets and liabilities at the date of the findrst@tements ar
the reported amounts of revenues and expensesgdthi reporting period. Actual results could di
significantly from those estimates. Material estiesathat are particularly susceptible to significelmange i
the near-term relate to the determination of thémaded total costs on longrm construction contrau
(“construction-type contracts”estimated costs to be incurred for product waresntexcess and obsol
inventory, the reserve for doubtful accounts, stbaked compensation and income taxes. Changesrrags
are reflected in the periods in which they becoman.

Restricted Cash:Restricted cash consists of deposits to secure lgamkantees issued by our Chir
subsidiary.

Software Costs We capitalize certain costs incurred in connectigtih developing or obtaining internalke
software. Capitalized software costs are includedPioperty and Equipment on our Consolidated Ba
Sheets. Software costs that do not meet capitalizatiteria are expensed immediately.

Insurance : We are self-insured for certain losses relatedh¢alth and liability claims and workers’
compensation, although we obtain thparty insurance to limit our exposure to thesentaiWe estimate o
self-insured liabilities using a number of factonscluding historical claims experience. Our daBuranc
liability was $2,913 and $2,506 at August 1, 2008 &ay 2, 2009, respectively, and is included ircisec
Expenses and Warranty Obligations in our Consdi&alance Sheets.

Foreign currency translatior: Our foreign subsidiaries use the local currencyheir respective countries
their functional currency. The assets and liakfitof foreign operations are generally translatedeaexchanc
rates in effect at the balance sheet date. Theatipgrresults of foreign operations are translaedeighte
average exchange rates. The related translatioms gai losses are reported as a separate compof
shareholders’ equity.

Product design and developmelAll expenses related to product design and devedopnare charged
operations as incurred. Our product developmerntities include the enhancement of existing produamc
the development of new produc




Shipping and handling costsShipping and handling costs that are collected foamcustomers in connecti
with our sales are recorded as revenue. We retipgiag and handling costs as a component of dosale:
at the time the product is shipped.

ReceivablesAccounts receivable are reported net of an allowdnc doubtful accounts of $1,927 and $2,
at August 1, 2009 and May 2, 2009, respectively.

We make estimates regarding the collectability of accounts receivable, loigkm receivables, costs ¢
estimated earnings in excess of billings and otbeeivables. In evaluating the adequacy of oumalttce fo
doubtful accounts, we analyze specific balancestoooer creditworthiness, changes in customer pag
cycles, and current economic trends. If the financondition of any customer was to deterioratsulteng ir
an impairment of its ability to make payments, &iddal allowances may be required. We charge
receivables at such time as it is determined tbé¢ation will not occur.

In connection with certain sales transactions, weehentered into sales contracts with installmenytent
exceeding six months and sales type leases. Thergrealue of these contracts and leases is raet@sle
receivable upon the installation and acceptandbefquipment, and profit is recognized to the rextieat thi
present value is in excess of cost. We generalbirrea security interest in the equipment or in ¢ash flov
generated by the equipment until the contract id. pa

Note 2. Recently Issued Accounting Pronouncements

In September 2006, the Financial Accounting StaftsldBoard (“FASB”)issued Statement of Financ
Accounting Standard (“SFAS”) No. 15Fair Value Measurements SFAS No. 157 establishes a framev
for measuring fair value, clarifies the definitiohfair value, and requires additional disclosuabsut fair valu
measurements that are already required or perniiftexther accounting standards (except for measemesm
sharebased payments) and is expected to increase theistemcy of those measurements. SFAS No. 1!
issued, is effective for fiscal years beginningeaflovember 15, 2007. In February 2008, the FASHI@
FASB Staff Position SFAS No. 157-Effective Date of FASB Statement No. 1that deferred the effecti
date of SFAS No. 157 for one year for certain nuanficial assets and nonfinancial liabilities. Acliogly, we
adopted certain parts of SFAS No. 157 at the béginaf fiscal year 2009, and the remaining partSBAS
No. 157 were adopted by us at the beginning o&figear 2010. The implementation of SFAS No. 1&i7nbt
have a material impact on our consolidated findrat&ements.

In December 2007, the FASB issued SFAS No. 141ligeeh2007)Business CombinationsSFAS No. 141(F
amends SFAS No. 14Business Combinationand provides revised guidance for recognizing aedsurin
identifiable assets and goodwill acquired, liakdbtassumed, and any noncontrolling interest inaitguiree
Some of the revised guidance of SFAS No. 141(Rudes initial capitalization of acquired process resear
and development, expensing transaction and acqreéstdicturing costs and recording contingent a®@rsitior
payments at fair value, with subsequent adjustmesterded to net earnings. It also provides disck
requirements to enable users of the financial stams to evaluate the nature and financial effeftthe
business combination. We adopted SFAS No. 141(RYlay 3, 2009, and any acquisitions we make in f
2010 and future periods will be subject to this remeounting guidance.
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In December 2007, the FASB issued SFAS No. 186ncontrolling Interests in Consolidated Financ
Statements SFAS No. 160 establishes new standards thatgeNern the accounting for and reporting
noncontrolling interests in partially owned subaitds. SFAS No. 160 is effective for fiscal yeaeginning or
or after December 15, 2008 and requires retroactdaption of the presentation and disclosure requénts
for existing minority interests. All other requiremts shall be applied prospectively. We adopted SRA. 16(
on May 3, 2009. As of that date, we did not have partially owned consolidated subsidiaries andrdfore,
the adoption of this accounting standard had necefin our consolidated financial statements.

In March 2008, the FASB issued SFAS No. 1®isclosures about Derivative Instruments and Heds
Activities — an amendment of FASB Statement No. [13ich changes the disclosure requirements
derivative instruments and hedging activities. SFANS. 161 requires companies to provide enhal
disclosures about (a) how and why an entity usewat®e instruments, (b) how derivative instrunseind
related hedged items are accounted for under SFAS1N3 and its related interpretations, and (c)
derivative instruments and related hedged itenecatin entitys financial position, financial performance ¢
cash flows. We adopted SFAS No. 161 on May 3, 200@ adoption of SFAS No. 161 had no effect on
consolidated financial statements.

In April 2008, the FASB issued FASB Staff PositifRrSP”) No. 142-3,Determination of the Useful Life
Intangible AssetsFSP No. 142 amends the factors that should be consideredeiurldping renewal ¢
extension assumptions used to determine the uliefudf a recognized intangible asset under SFAS N@,
Goodwill and Other Intangible Asset&SP No. 1423 is effective for fiscal years beginning after Betber 15
2008. We adopted FSP No. 142-3 on May 3, 2009. ddwption of FSP No. 142-had no effect on ot
consolidated financial statements.

In May 2008, the FASB issued SFAS No. 18B¢e Hierarchy of Generally Accepted Accounting Biptes.
This standard is intended to improve financial répg by identifying a consistent framework, or taiechy, for
selecting accounting principles to be used in miagafinancial statements that are presented irfazarity
with GAAP for nongovernmental entities. We adopted SFAS No. 162tereffective date, November 1
2008, and it did not have a material impact onpleparation of our consolidated financial statement

In June 2008, the FASB issued FSP Emerging Issas& Force (EITF) Issue No. 03-6-1Dé&termining
Whether Instruments Granted in Share-Based Paymmanisactions Are Participating SecuritieBSP EITF
No. 03-6-1 provides that unvested shdn@sed payment awards that contain nonforfeitagletsito dividend
or dividend equivalents (whether paid or unpaid® participating securities and shall be includedtha
computation of earnings per share (“EPS”) purstaumhe two-class method. FSP EITF No. 03-& effective
for fiscal years beginning after December 15, 2008on adoption, all prioperiod EPS data is required to
adjusted retrospectively (including interim finasicstatements, summaries of earnings, and seléicizakcial
data) to conform to the provisions of FSP EITF M8:6-1. We adopted EITF No. 0316en May 3, 200¢
Since we do not have any shdr&sed payments that would be considered to becipating securities und
these provisions, the implementation will not hang impact on our computation of EPS unless weeissict
securities in the future.

In November 2008, the FASB ratified EITF Issue Ni8-6, “Equity Method Investment Accountil
Considerations”. EITF No. 08-applies to all investments accounted for underetjuity method and clarifie
the accounting for certain transactions and impaineconsiderations involving equity method invesitaeWe
adopted EITF No. 08-6 on May 3, 2009. Adopting EINB. 086 did not have a material impact on «
consolidated financial statements.

In November 2008, the FASB ratified EITF Issue M8-7, “Accounting for Defensive Intangible Assets”
EITF No. 087 applies to defensive intangible assets, whiclaagaired intangible assets that an entity doe
intend to actively use but does intend to prevehers from obtaining access to the asset. EITF 08/
requires an entity to account for defensive inthlegiassets as a separate unit of accounting. Deée
intangible assets should not be included as pattteotost of an entitg’ existing intangible assets because
defensive intangible assets are separately idebkifi Defensive intangible assets must be recodratdair
value in accordance with SFAS No. 141(R) and SFAST$7. EITF No. 0& is effective for intangible asse¢
acquired for fiscal years beginning after Decenilfer2008. We adopted EITF Issue No.08n May 3, 200¢
and any intangible asset acquired after that ddktdevsubject to this new accounting guidance.

In April 2009, the FASB issued three FASB Staff iBoss intended to provide additional applicatiaridance
and enhanced disclosures regarding fair value measunts and impairments of securities. FSP No.4157-
Determining Fair Value When the Volume and Levéaivity for the Asset or Liability Have Signifitdy
Decreased and Identifying Transactions That Are Qiaterly, provides additional guidelines for estimating
fair value in accordance with SFAS No. 153jr Value MeasurementsSP No. 115-2Recognition and
Presentation of Oth-Than-Temporary Impairmenfprovides additional guidance related to the dmate of
impairment losses on securities and the accoufinignpairment losses on debt securities. FSP NB:2
does not amend existing guidance related to otter-temporary impairments of equity securities. FSP
No. 10%1 and Accounting Principles Boar*APB”) Opinion No. 2i-1, Interim Disclosures about Fair Valt



of Financial Instrumentsincreases the frequency of fair value disclosurbese FSPs are effective for fiscal
years and interim periods ending after June 15920 adopted these FSPs on May 3, 2009. The addogft
these FSPs did not have a material impact on awsatmlated financial statements.
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In May 2009, the FASB issued SFAS No. 18ubsequent EventsSFAS No. 165 is intended to establ
general standards of accounting for and disclosof@vents that occur after the balance sheet ll#tbefore
financial statements are issued or are availableet@ssued. Specifically, SFAS No. 165 sets fanih perioc
after the balance sheet date during which managemera reporting entity should evaluate events
transactions that may occur for potential recognitr disclosure in the financial statements, iheumstance
under which an entity should recognize events andactions occurring after the balance sheet daits
financial statements, and the disclosures thatrgity eshould make about events or transactions dbatirrec
after the balance sheet date. SFAS No. 165 isteféefor fiscal years and interim periods endifigralune 15
2009 and will be applied prospectively. We ado@&@®S No. 165 on August 1, 2009 and do not expettitl
will have a material impact on our consolidatedfinial statements.

In June 2009, the FASB issued SFAS No. 188 FASB Accounting Standards Codification and
Hierarchy of Generally Accepted Accounting Prineipl. SFAS No. 168 replaces SFAS No. 16the
Hierarchy of Generally Accepted Accounting Prine, and establishes only two levels of U.S. gene
accepted accounting principles (“GAAP3&uthoritative and nonauthoritative. The FASB Acding Standard
Codification (the “Codification”will become the source of authoritative, nongovezntal GAAP, except fc
rules and interpretive releases of the Securitied Bxchange Commission (“SEC'\vhich are sources 1
authoritative GAAP for SEC registrants. All otheomgrandfathered, noBEC accounting literature n
included in the Codification will become namthoritative. This standard is effective for fioa statement
for interim or annual reporting periods ending af@&eptember 15, 2009. We will begin to use the
guidelines and numbering system prescribed by tdification when referring to GAAP in the secondager
of fiscal 2010. As the Codification was not intedde change or alter existing GAAP, it will not leaany
impact on our consolidated financial statements.

Note 3. Revenue Recognition

Multiple-element arrangementsiVe generate revenue from the sale of equipment ratated service:
including customization, installation and maintecerservices. In some instances, we provide sona! af
such equipment and services to our customers uthdeerms of a single multiplelement sales arrangeme
These arrangements typically involve the sale ofggent bundled with some or all of these servibes,may
also involve instances in which we have contra¢tedeliver multiple pieces of equipment over timather
than at a single point in time.

When a sales arrangement involves multiple elemémsitems included in the arrangement (delivers)ohre
evaluated pursuant to Emerging Issues Task FoOIEETE") Issue No. 00-21Revenue Arrangements w
Multiple Deliverables,to determine whether they represent separate ohigccounting. We perform th
evaluation at the inception of an arrangement andi@ deliver each item in the arrangement. Gernenak
account for a deliverable (or a group of deliveeablseparately if the delivered item(s) has stamaavalue tc
the customer, there is objective and reliable exédeof the fair value of the undelivered items uinield in the
arrangement, and, if we have given the customeereml right of return relative to the deliveredni(s),
delivery or performance of the undelivered itenais¥ervice(s) is probable and substantially in@antrol.

When items included in a multipllement arrangement represent separate units otiaiieg and there |
objective and reliable evidence of fair value fdr items included in the arrangement, we allocdie
arrangement consideration to the individual iteraseld on their relative fair values. If there isealiive anc
reliable evidence of the fair value(s) of the undwkd item(s) in an arrangement, but no such exiedor the
delivered item(s), we use the residual method kocate the arrangement consideration. In eithee,ct®
amount of arrangement consideration allocated ¢od#livered item(s) is limited to the amount thatt
contingent on us delivering additional productsservices. Once we have determined the amount,yif @fr
arrangement consideration allocable to the delivétem(s), we apply the applicable revenue recamm
policy, as described elsewhere herein, to determvhren such amount may be recognized as revenue.

We generally determine if objective and reliablédence of fair value for the items included in altiple-
element arrangement exists based on whether weveand®rspecific objective evidence (VSOE) of the pr
for which we sell an item on a standalone basisvdfdo not have VSOE for the item, we will use finee
charged by a competitor selling a comparable producservice on a standalone basis to similarlyaséd
customers, if available.

If we cannot account for the items included in dtiple-element arrangement as separate units of accou
they are combined and accounted for as a single ainaccounting, generally resulting in a delaytle
recognition of revenue for the delivered item(sdilume have provided the undelivered item(s) owgm(s) to
the customer.
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Construction-type contracts Earnings on construction-type contracts are reizegl on the percentage-of-
completion method, measured by the percentage s docurred to date to estimated total costs fmt
contract. Operating expenses are charged to opesatis incurred and are not allocated to contrasts
Provisions for estimated losses on uncompletedracist are made in the period in which such losse
probable and estimable.

Equipment other than construct-type contracts:We recognize revenue on equipment sales, othet
constructiontype contracts, when title passes, which is usugiyn shipment and then only if the terms o
arrangement are fixed and determinable and cobéityais reasonably assured. We record estimatdd:
returns and discounts as a reduction of net saldgisame period revenue is recognized.

Long-term receivables and advertising righté/e occasionally sell and install our products atlifées in
exchange for the rights to sell or to retain futadvertising revenues. For these transactions,ewegniz
revenue for the amount of the present value ofiuhgre advertising payments if enough advertismgald t¢
obtain normal margins on the contract, and we cktloe related receivable in loigrm receivables. On thc
transactions where we have not sold the advertisinghe full value of the equipment at normal masg we
record the related cost of equipment as advertisgigts. Revenue to the extent of the present vafuthe
advertising payments is recognized in ldegn receivables when it becomes fixed and detexipdnunder tr
provisions of the applicable advertising contraétisthe time the revenue is recognized, costs efetjuipmer
are recognized based on an estimate of overallimaxpected.

In cases where we receive advertising rights a®sgpto only cash payments in exchange for thepatgrit
revenue is recognized as it becomes earned angldted costs of the equipment are amortized dwetdrn
of the advertising rights, which are owned by us. fBese transactions, advance collections of adira
revenues are recorded as deferred revenue.

The cost of advertising rights, net of amortizatioras $2,355 as of August 1, 2009 and $2,392 ddayf 2,
20009.

Product maintenanceln connection with the sale of our products, we ascasionally sell separately prii
extended warranties and product maintenance casitrabe revenue related to such contracts is dafean:
recognized ratably as net sales over the termseofantracts, which vary up to 10 years.

Software:We typically sell our proprietary software bundigith video displays and certain other products
we also sell our software separately. Pursuantrtercan Institute of Certified Public Accountantd@QPA)
Statement of Position (SOP) 97-2, “Software RevedReeognition,” as amended by SOP 98{3eferral of th
Effective Date of a Provision of SOP 97-2,” and S@829, “Modification of SOP 92, Software Reveni
Recognition with Respect to Certain Transactiomeyenues from software license fees on sales, ttize
constructiontype contracts, are recognized when persuasiveere@ of an agreement exists, delivery of
product has occurred, the fee is fixed and deteabie and collection is probable. For sales of saft
included in construction-type contracts, the reweisurecognized under the percentageafipletion methc
starting when all of the above-mentioned critedaénbeen met.

Services:Revenues generated by us for services such as swpport, control room design, aite training
equipment service and technical support for ouipmeant are recognized as net sales when the ssrait
performed. Net sales from services offerings whate not included in constructidppe contract
approximated 7.0% and 4.3% of net sales for theetimonths ended August 1, 2009 and August 2,
respectively.

Rentals:We rent display equipment to our customers undertgdarm rental agreements, generally for pet
no longer than 12 months. Revenues generated foy eguipment rentals are recognized over the desfahe
rental agreement.

Derivatives: We utilize derivative financial instruments to mgeathe economic impact of fluctuations
currency exchange rates on those transactionsatigadenominated in currency other than our funet
currency, which is the U.S. dollar. We enter intorency forward contracts to manage these econasks
SFAS No. 133Accounting for Derivative Instruments and Hedgirgivities, as amended by SFAS No. :
and SFAS No. 138, requires us to recognize allvdéivies on the balance sheet at fair value. Deavigattha
are not hedges must be adjusted to fair value tfir@marnings. If a derivative is a hedge, dependimghe
nature of the hedge, changes in the fair valuesdldtives are either offset against the changeerfair valu
of the hedged assets, liabilities or firm committsethrough earnings or recognized in accumulatén!
comprehensive gain (loss) until the hedged iteregésgnized in earnings.

To protect against the reduction in value of fosted foreign currency cash flows resulting from axsale
over the next year, we have instituted a foreigmency cash flow hedging program. We hedge portafrsul
forecasted revenue denominated in foreign curreneiith forward contracts. When the dollar strengt
significantly against the foreign currencies, tleelthe in value of future foreign currency revensi®ffset b
gains in the value of the forward contracts dedigghaas hedges. Conversely, when the dollar wealke



increase in the value of future foreign currencghcllows is offset by losses in the value of thewfarc
contracts.

There were no derivatives outstanding as of Augug009.
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Note 4. Earnings Per Share (“EPS”)

Basic EPS is computed by dividing income availdbleommon shareholders by the weighted average et
of common shares outstanding for the period. DAUEPS reflects the potential dilution that wouldtwrcif
securities or other obligations to issue commorckstewere exercised or converted into common stoc
resulted in the issuance of common stock that ¢iramed in our earnings.

A reconciliation of the income and common share am® used in the calculation of basic and dilut&$ Eor
the three months ended August 1, 2009 and AuguXd@8 follows:

Per Share
Net Income Shares Amount
For the three months ended August 1, 2(
Basic earnings per she $ 1,432 40,759 % 0.04
Dilution associated with stock
compensation plar - 314 (0.01)
Diluted earnings per sha $ 1,432 41,073 % 0.03
For the three months ended August 2, 2(
Basic earnings per she $ 9,727 40,388 % 0.24
Dilution associated with stock
compensation plar - 935 -
Diluted earnings per sha $ 9,727 41323 $ 0.24

Note 5. Goodwill and Other Intangible Assets

We account for goodwill and other intangible assetaccordance with SFAS No. 14@podwill and Othe
Intangible Asset, and we complete an impairment analysis on at Easnnual basis and more frequent!
circumstances warrant.

Goodwill was $4,648 at August 1, 2009 and $4,54®lay 2, 2009. We performed an impairment analysi
goodwill as of November 1, 2008. In addition, dodtie then current economic conditions, the effettthe
recession on our markets and the decline in owkgtdce, we believed that an additional goodwitpiairment
test was required as of May 2, 2009. The resulthef analysis at each time indicated that no god:
impairment existed as of those dates.

As required by SFAS No. 142, intangibles with fniives are amortized. Included in intangible asse¢ non-
compete agreements, various patents and tradenmiBinks.net value of intangible assets is includeda
component of intangible and other assets in theorapanying consolidated balance sheets. Estin
amortization expense based on intangibles as ofistuty, 2009 is $315, $288, $245, $228, $228 foffituval
years ending 2010, 2011, 2012, 2013 and 2014, cegely and $552 thereafter. The following tablésserth
the gross carrying amount and accumulated amadizatf intangible assets by major intangible classof
August 1, 2009:
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Gross Carrying Accumulated Net Carrying

Amount Amortization Value
Patent: $ 2,282 $ 647 $ 1,635
Non-compete agreemer 348 228 120
Registered trademarl 401 - 401
Other 87 66 21
$ 3,118 $ 941 $ 2,177
Note 6. Inventories
Inventories consist of the following:
August 1, May 2,
2009 2009
Raw materials $ 17,616 $ 20,644
Work-in-process 8,204 7,561
Finished good 23,093 23,195
Finished goods subject to defer!
revenue arrangeme 1,313 -
$ 50,226 51,400

Note 7. Segment Disclosure

We have five business units which meet the definitif reportable segments under SFAS No. DBtlosures
about Segments of an Enterprise and Related Infaoma Commercial, Live Events, Schools and Thea
Transportation and International.

Our Commercial segment consists of primarily safesur PS-X, HD-X and our Galaxy@nd Valo™ produc
lines, to resellers, primarily sign companies, ootdadvertisers, national retailers, quisve restaurant
casinos and petroleum retailers. Our Live Evengsngmt consists of primarily sales of integratedrisgpand
video display systems to college and professiopaits facilities and mobile PST display technolagyideo
rental organizations and other live events typareenOur Schools and Theatres segment primarilgisisnol
sales of scoring systems, Galaxy® andXP8isplay systems to primary and secondary educdtoilities anc
sales of our Vortek@utomated rigging systems for theatre applicating. Transportation segment primal
consists of sales of our Vanguard® and Galaxyy®duct lines to governmental transportation depeants,
airlines and other transportation related custontérally, our International segment primarily cimts of sale:
of all product lines to geographics outside thetéthiStates and Canada.

Segment reports present results through contributiargin, which is comprised of gross profit lesdlisg
costs. Segment profit excludes general and admatish expense, product development expense, st
income and expense, noperating income and income tax expense. Assetaarallocated to the segmer
Depreciation and amortization, excluding that mortirelated to nomdlocated costs are allocated to e
segment based on various financial measures. lergesegments follow the same accounting poliagethost
described in Note 1. Costs of domestic field sate®l services infrastructure, including most fi
administrative staff, are allocated to the Comnardiive Events and Schools and Theatres segmestdbor
cost of sales. Shared manufacturing, building atliies and procurement costs are allocated basedirect
hours, square footage and other various financedsures. Beginning in fiscal 2010, we ceased ditntaf
general and administrative and product developregpenses to reflect our management approach te
costs. Fiscal 2009 segment results have beenpetrtigely adjusted to conform to these changes.

We do not maintain information on sales by produats, therefore, disclosure of such informatiomas
practical.

The following table sets forth certain financialdmmation for each of our five functional operatisggments:
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Net Sales
Commercia
Live Events
Schools & Theatre
Transportatior
Internationa
Net Sales

Contribution Margin
Commercia
Live Events
Schools & Theatre
Transportatior
Internationa
Total Contribution Margir

Non-Allocated Operating Expense:
General & Administratiol
Product Developmer

Operating Income

Nonoperating income (expens
Interest incomi
Interest expens
Other income (expense), r

Income before income taxes
Income tax expens
Net income

Depreciation
Commercia
Live Events
Schools & Theatre
Transportatior
Internationa
Unallocated corporate
depreciatior

Depreciatior

No single geographic area comprises a material atnafunet sales or loi-lived assets other than the Uni

Three Months Ended

August 1, August 2,
2009 2008

$ 23,23t $ 48,39(
53,894 63,088
18,435 16,980
12,630 9,571
5,259 23,200
$ 113,45 $ 161,22¢
$ 89¢ $ 8,74.
9,875 14,504
2,463 784
3,483 874
(1,018) 4,079
15,702 28,983
6,534 7,682
5,870 6,546
3,298 14,755
375 536
47) (106)
(602) (345)
3,024 14,840
1,592 5,113
$ 1,43 $ 9,72
$ 1,87: $ 1,96:
1,835 2,130
736 819
490 506
210 163
574 383
$ 5,71t $ 5,96:

States. The following table presents informatioawdlus in the United States and elsewhere:

Net sales for three months end
August 1, 200¢
August 2, 200¢

Long-lived assets a
August 1, 200¢
May 2, 200¢
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United States Others Total
106,602 $ 6,851 $ 113,453
135,031 26,198 161,229

84,989 $ 1,363 $ 86,352
88,302 1,125 89,427




Note 8. Share-Based Compensatior

Stock incentive plansDuring fiscal 2008, we established the 2007 Stowehtive Plan (“2007 Plan”) and
ceased granting options under the 2001 IncentieekSDption Plan, the 2001 Outside Directors Opfdan
(“2001 Plans™), the 1993 Incentive Stock OptionrRlas amended, and the 1993 Outside Directors ©plan,
as amended (“1993 Plans”). The 2007 Plan provideshfe issuance of stock-based awards, includiogkst
options, restricted stock, restricted stock units deferred stock, to employees, directors anduttargs. Stock
options issued to employees under the plans géndrave a ten-year life, an exercise price equah&fair
market value on the grant date and a five-yearng@gteriod. Stock options granted to outside doectunder
these plans have a seven-year life, an exercise prual to the fair market value on the date ahgand a
three-year vesting period, provided that they renuai the Board. The restricted stock granted to beemof
the Board of Directors vests in one year, provideat they remain on the Board. As with stock opijon
restricted stock cannot be transferred during #sting period.

The total number of shares of stock reserved aadadole for distribution under the 2007 Plan isG8&hares

We also have an employee stock purchase plan (“BSWRich enables employees to contribute up to k%
their compensation toward the purchase of our comsback at the end of the participation period ptiechase
price equal to 85% of the lower of the fair markatue of the common stock on the first or last dayhe
participation period.

A summary of the share-based compensation expensgaick options, restricted stock and our ESPPwiea
recorded in accordance with SFAS No. 123(R) i#dews:

Three Months Ended

August 1, August 2,
2009 2008
Cost of sale: $ 131 $ 118
Selling 270 291
General and administrati 318 273
Product development and des 161 156
$ 880 838

As of August 1, 2009, there was $5,862 of totaleangnized compensation cost related to non-vestaks
based compensation arrangements granted undef alliroequity compensation plans. Total unrecognized
compensation cost may be adjusted for future chmimgestimated forfeitures. We expect to recogthz¢ cost
over a weighted average period of five years.

Note 9. Comprehensive Income

We follow the provisions of SFAS No. 13Reporting Comprehensive Incomdich establishes standards for
reporting and displaying comprehensive income g&damponents. Comprehensive income reflects theggh

in equity of a business enterprise during a pefioth transactions and other events and circumssafroe
non-owner sources. For us, comprehensive incomessepts net income adjusted for foreign currency
translation adjustments and net unrealized gaiddaases on derivative instruments, as applicalile.foreign
currency translation adjustment included in compnslive income has not been tax affected, as tlesiments

in foreign affiliates are deemed to be permanent.

A summary of comprehensive income is as follows:

Three Months Ended

August 1, August 2,
2009 2008
Net income $ 1,432 $ 9,727
Net foreign currency translation adjustm (42) (56)
Net unrealized gain on derivativ - -
Total comprehensive incon $ 1,390 9,671

Note 10. Commitments and Contingencies

Securities litigation:Our company and two of our executive officers aamad as defendants in a consolidated
class action filed in the U.S. District Court féret District of South Dakota in November 2008 ondebf a
class of investors who purchased our stock in flenonarket between November 15, 2006 and ApriD8y2
In an Amended Consolidated Complaint filed on A8l 2009 (the “Complaint”), the plaintiffs alletjgat the
defendants made false and misleading statementsatdrial facts about our business and expecteddiah
performance in the company’s press releases, litgdi with the Securities and Exchange Commisséand
conference calls, thereby inflating the price & tompan’s common stock. The Complaint alleges cla



under Sections 10(b) and 20(a) of the Securitiesh&mnge Act of 1934, as amended (“Exchange AcThe
Complaint seeks compensatory damages on behalfeoélteged class in an unspecified amount, rease
fees and costs of litigation, and such other amthéu relief as the Court may deem just and properJune ®
2009, we filed a motion to dismiss the ComplaintJuly 2009, the plaintiffs filed a memorandum alin
opposition to our motion to dismiss. Briefing om timotion is underway.
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We believe that we, and the other defendants, h@aritorious defenses to the claims made in the Caintj
and we intend to contest these actions vigorouslg. are not able to predict the ultimate outcomehdd
litigation, but regardless of the merits of theirlg, it may be costly and disruptive. The totaltsasannot b
reasonably estimated at this time. Securities @asion litigation can result in substantial comtsl divert oL
managemens’ attention and resources, which may have a mhtatigerse effect on our business, finar
condition and results of operations, including cash flow.

In the third quarter of fiscal 2008, our Board dfdators received letters from lawyers acting ohaieof thret
of our shareholders. The letters demanded that@mpany pursue claims against our officers, dinscgtan:
unspecified others for allegedly wrongful condueséd upon the same general events as are alleghe
Complaint discussed above. The Board referrediémands to a special committee of independenttding
for investigation and action. The special comreitt®ncluded its investigation and determined thatould
not be in the best interests of the company to &alyeaction on the allegations contained in theatets at thi
time and that it will continue to monitor the mattnd revisit the demands if more information bee
available.

Other litigation: We are involved in various claims and legal actiarising in the ordinary course of busin
In the opinion of management, based upon consuftatiith legal counsel, the ultimate dispositiontioést
matters will not have a material adverse effecbonconsolidated financial statements.

GuaranteesiIn connection with the sale of equipment to a fiiahinstitution, we entered into a contrac
arrangement whereby we agreed to repurchase equipmehe end of the lease term at a fixed pric
approximately $1,100. We have recognized a guagdigbility in the amount of $200 under the proois o
FASB Interpretation No. (“FIN") 45, “Guarantar’Accounting and Disclosure Requirements for Guaes
Including Indirect Guarantees of Indebtedness be@t,” in the accompanying financial statements.

In connection with our investment in Outcast Meliternational, Inc. (“Outcast”)formerly FuelCast Med
International, LLC, we have guaranteed outstandlgt of Outcast of approximately $3,229. This dehture
at various times through calendar year 2012, athvlime our guarantee will expire subject to thbtdeeing
repaid by Outcast. We would be obligated to perfomder the terms of the guarantee should Outcdatiit
under the leases. Our guarantee obligation is gépdimited to 50% of the amounts outstanding arelwoulc
have recourse back to Outcast under a reimburseageaément. The guarantee was undertaken to supg
rollout of LCD displays in connection with the cdsasiness of Outcast. The total amounts accruedirngltc
the guarantee liability under the provisions of M. 45 was $89 as of August 1, 2009.

Warranties:We offer a standard parts coverage warranty fologservarying from one to five years for all
our products. We also offer additional types of naaties that include osite labor, routine maintenance
event support. In addition, the length of warraaty some installations can vary from one to 10 yeahs
specific terms and conditions of these warrantey wrimarily depending on the type of the prodsamit. We
estimate the costs that may be incurred under dreawty and record a liability in the amount of lswosts ¢
the time the product revenue is recognized. Fadtwas affect our warranty liability include histoal ant
anticipated claims costs. We periodically assessattequacy of our recorded warranty liabilities adplist th
amounts as necessary.

During the third quarter of fiscal 2009, we discmde a warranty issue caused by our finishing prodet
certain products which causes the paint on alumisurfaces to peel under certain conditions. Iteapp the
this issue relates to some products painted duhiegeriod beginning in January 2008 and extentlingugt
December 2008. In January 2008, as a result ofggsain environmental laws and regulations, we gedrou
painting process and the products used to cleanpante aluminum, which is the key component use
displays. The products and processes we implemeviee based on representations from certain s
testing that we performed. During the third quadefiscal 2009, we discovered an unusually highel o
displays built from January 2008 through Decemkl@8&on which the paint was peeling. As of Auguy,
2009, we had reserved approximately $2,199 fotedlavarranty claims, which is at the low end oaage o
estimates since no single amount within the rasgebetter estimate. As a result, it is possikéé tiie ultimat
loss related to this issue may increase by apprabeiy $1,614 if the high end of the range becomese
probable but may be partially offset by recoursailable to us from suppliers.
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Changes in our product warranties for the threethzoended August 1, 2009 consisted of the following

Amount
Beginning accrued warranty co: $ 19,846
Warranties issued during the per| 1,985
Settlements made during the per (4,909)
Changes in accrued warranty costs fo-existing
warranties during the perioincluding expiration: 2,801
Ending accrued warranty co: $ 19,723

Leases:We lease office space for sales and service latgtioehicles and equipment, primarily of
equipment. Rental expense for operating leasesp®at and $779 for the three months ended Auguzdas
and August 2, 2008, respectively. Future minimurygnpents under noncancelable operating leases, érg
executory costs such as management and maintefeas;avith initial or remaining terms of one yeamuore
consisted of the following at August 1, 2009:

Fiscal years
ending Amount
2010 $ 2,640
2011 2,981
2012 2,070
2013 1,419
2014 1,026
Thereafte 1,869
Total $ 12,005

Purchase commitmentFrom time to time, we commit to purchase inventand advertising rights ov
periods that extend beyond a year. As of AugusPdQ9, we were obligated to purchase inventory
advertising rights through fiscal 2013 as follows:

Fiscal years
ending Amount
2010 $ 374
2011 276
2012 276
2013 219
Total $ 1,145

In fiscal 2007, we committed to purchase a buildm8rookings, South Dakota, for approximately SROThe
purchase is planned to close in fiscal 2010. Thiédiog would be used for both manufacturing andicg
expansion and is located adjacent to our existingifies. We do not expect to require use of thdding in
fiscal 2010 and are evaluating alternatives fortthiéding.
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Note 11. Income Taxe:

As of August 1, 2009, we did not have material oogmized tax benefits that would affect our effextia
rate if recognized. We recognize interest and piesalelated to income tax matters in income tgpeese. W
do not expect our unrecognized tax benefits to gaaignificantly over the next 12 months.

Our company, along with our subsidiaries, is subjecU.S. Federal income tax as well as incomegax
multiple state jurisdictions. As a result of thergaetion of exams by the Internal Revenue Servitegor
years, fiscal years 2006, 2007, 2008 and 2009 hee anly years remaining open under statute
limitations. Certain subsidiaries are also subjedhcome tax in several foreign jurisdictions whitave ope
tax years varying by jurisdiction extending backk@®3. We operate under a tax holiday in China ik
expire in fiscal 2012. At this time, we are unatderedict how the expiration of the tax holidaylwnpact us
in the future.

Note 12. Fair Value Measurement

The carrying amounts reported on our Consolidataeldie Sheets for cash and cash equivalents appats
their fair values due to the highly liquid naturgtbe instruments. The fair values for fixeate contrac
receivable are estimated using discounted cashdlmalyses based on interest rates currently bdfeged fol
contracts with similar terms to customers with $amicredit quality. The carrying amounts reported aui
Consolidated Balance Sheets for contracts receivapproximate fair value. The notes payable aralia
rate notes that reprice frequently. The fair valughese notes approximates their carrying vallles.carryint
amounts reported for variable rate lolegm debt and marketing obligations approximatevalue. Fair value
for fixed-rate longterm debt are estimated using a discounted cashddculation that applies interest r¢
currently being offered for debt with similar terrasd underlying collateral. The total carrying \elkf long-
term debt and marketing obligations reported on@amsolidated Balance Sheets approximates faievalu

In September 2006, the FASB issued SFAS No. 15¢lwhefines fair value, establishes a frameworl
measuring fair value in accordance with generaflgepted accounting principles and establishes rarictg
that categorizes and prioritizes the sources tadmd to estimate fair value. SFAS No. 157 also med
disclosures about fairalue measurements. We adopted SFAS No. 157 oh Z24rR008 for all financial ass:
and liabilities and any other assets and liabditileat are recognized or disclosed at fair valuea @acurrin
basis. Although the adoption of SFAS No. 157 ditl ingpact our financial condition, results of opé&as ol
cash flows, SFAS No. 157 requires us to provideitafil disclosures within our condensed consoéd
financial statements.

SFAS No. 157 defines fair value as the price thatilal be received to sell an asset or paid to teantfe
liability (an exit price) in an orderly transactitietween market participants and also establisHag aalue
hierarchy which requires an entity to maximize tinge of observable inputs and minimize the us
unobservable inputs when measuring fair value. felirevalue hierarchy within SFAS No. 157 distingugs
between three levels of inputs that may be utilisden measuring fair value, consisting of levelnpuits
(using quoted prices in active markets for idertassets or liabilities), level 2 inputs (using i other tha
level 1 prices, such as quoted prices for similssets and liabilities in active markets or inputat tar
observable for the asset or liability) and levahputs (unobservable inputs supported by littlenormarke
activity based on our own assumptions used to meaassets and liabilities). A financial asset ability’s
classification within the above hierarchy is detim@d based on the lowest level input that is sigaift to th
fair value measurement.

Our financial assets as of August 1, 2009 measatefdir value on a recurring basis were $35,189ich
consisted of money market funds. We used leveplit;ito determine the fair value of our financissets. W
have no assets and liabilities measured at fairevah a recurring basis that used level 2 or [Bveputs.

Note 13. Exit or Disposal Costs

During the second quarter of fiscal 2009, we closad Canadian manufacturing facilities. This plavds
engaged primarily in the manufacture of our pogabanguard displays for roadside traffic managem@éfe
have also discontinued these Vanguard productthdrsecond quarter of fiscal 2009, we recordedctis:
associated with this closure of approximately $@,16n a preax basis. This included approximately $
related to inventory reserves, approximately $200séverance costs and approximately $100 in
termination costs, all of which has been includeddst of goods sold within our Transportation nearlAll
costs related to the closure were settled in figeal 2009. We expect to save costs in the futsira @esult ¢
this closure.

Note 14. SUBSEQUENT EVENTS

We have evaluated the existence of both recograneddunrecognized subsequent events through Aug,
2009, the filing date of this Quarterly Report amriid 10-Q.
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Item 2. MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 1D-(including exhibits and information incorporatby reference herei
contains both historical and forwalabking statements that involve risks, uncertamt@ed assumptions. T
statements contained in this report that are ncelpihistorical are forwardboking statements that are sub
to the safe harbors created under the SecuritieoAt933, as amended, and the Securities Exchangef
1934, as amended, including statements regardingexpectations, beliefs, intentions and stratefpesthe
future. These statements appear in a nhumber oéglacthis Report and include all statements thatrno
historical statements of fact regarding our intdm#ief or current expectations with respect topagiothe
things: (i) our financing plans; (ii) trends affexg our financial condition or results of operasoriii) our
growth strategy and operating strategy; and (ie) declaration and payment of dividends. The worday”
“would,” “could,” “should,” “will,” “expect,” “estimate,” “anticipate,” “believe,” “intend,” “plansand simila
expressions and variations thereof are intendedetatify forwardiooking statements. Investors are cautic
that any such forwartboking statements are not guarantees of futuréopeance and involve risk a
uncertainties, many of which are beyond our abtlitgontrol, and that actual results may differ eniadly from
those projected in the forwatdeking statements as a result of various fact@sussed herein, including the
discussed in detail in our filings with the Sedestand Exchange Commission, including in our AhiRepor

on Form 10-K for the fiscal year ended May 2, 200the section entitled “Item 1A. Risk Factors”

The following discussion highlights the principatfors affecting changes in financial condition assults o
operations. This discussion should be read in cmtjon with the accompanying consolidated finar
statements and notes to the consolidated finastzisdments.

OVERVIEW

We design, manufacture and sell a wide range dblalissystems to customers in a variety of ma
throughout the world. We focus our sales and margegfforts on business units, geographical regiame
products. The primary business units consist oklEvents, Commercial, Schools and Theatres, Irtiens
and Transportation.

Our net sales and profitability historically havactuated due to the impact of large product ordsush a
display systems for professional sport facilitiesl @olleges and universities, as well as the sedispof the
sports market. Net sales and gross profit percestadso have fluctuated due to other seasonalitipri
including the impact of holidays, which primarilffect our third quarter. Our gross margins on lapgeduc
orders tend to fluctuate more than those for smaftandard orders. Large product orders that ire
competitive bidding and substantial subcontract kwfmr product installation generally have lower gf
margins. Although we follow the percentage of coetiph method of recognizing revenues for large am
orders, we nevertheless have experienced fluchgiio operating results and expect that our futaseilts o
operations will be subject to similar fluctuations.

Orders are booked only upon receipt of a firm citand after receipt of any required depositsaAssuli
certain orders for which we have received bindiatjels of intent or contracts will not be bookediluall
required contractual documents and deposits amvext In addition, order bookings can vary sigrifitly a:
a result of the timing of large orders.

We operate on a 52 to 53 week fiscal year, withf@meal year ending on the Saturday closest to |/Af¥iof
each year. Within each fiscal year, each quarteoiprised of 13 week periods following the begignbi
each fiscal year. In each 53 week year, each dfaitehree quarters is comprised of a 13 weelodednd a
additional week is added to the first quarter afttliscal year. When April 30 falls on a Wednesdag, fisca
year ends on the preceding Saturday. Fiscal 20dfics 52 weeks, and fiscal 2009 contained 53 w

For a summary of recently issued accounting prooenrents and the effects of those pronouncementsi
financial results, refer to note 2 of the notesotor consolidated financial statements, which aduihec
elsewhere in this report.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The following discussion and analysis of finanataindition and results of operations are based upo
consolidated financial statements, which have lpgepared in accordance with accounting principkasegally
accepted in the United States of America. The pegjmm of these financial statements requires umadke
estimates and judgments that affect the reportezliate of assets, liabilities, revenues and expesmseéselate
disclosure of contingent assets and liabilities. @regular basis, we evaluate our estimates, imgjuthos:
related to estimated total costs on long-term caonsbniype contracts, estimated costs to be incurre
product warranties and extended maintenance casitiaad debts, excess and obsolete inventory, ia¢ares
stockbased compensation and contingencies. Our estiraatelsased on historical experience and on ve
other assumptions that are believed to be reasenafier the circumstances, the results of which ftire
basis for making judgments about the carrying \@lfeassets and liabilities that are not readilyaapnt fron



other sources. Actual results may differ from thestimates under different assumptions or condition
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We believe the following critical accounting poési require significant judgments and estimateshi
preparation of our consolidated financial statersient

Revenue recognition on lo-term construction-type contract&arnings on constructiotype contracts a
recognized on the percentageeaimpletion method, measured by the percentage sif dncurred to date
estimated total costs for each contract. Provisfongestimated losses on uncompleted contractmacke in th
period in which such losses are capable of beitijmated. Generally, constructidgpe contracts we enter ir
have fixed prices established, and to the extemtaittual costs to complete constructigpe contracts a
higher than the amounts estimated as of the dateedfnancial statements, the resulting gross masguld be
negatively affected in future quarters when wegewur estimates. Our practice is to revise estisnas soc
as such changes in estimates are known. We doetiet/é there is a reasonable likelihood that thitiebe
material change in future estimates or assumptigngse to determine these estimates.

Allowance for doubtful accountWe maintain an allowance for doubtful accountsefstimated losses result
from the inability of our customers to make reqdipayments. If the financial condition of our custers wer
to deteriorate, resulting in an impairment of thability to make payments, additional allowancesyrba
required. To identify impairment in customesdility to pay, we review aging reports, contacstomers i
connection with collection efforts and review otherailable information. We do not believe therea
reasonable likelihood that there will be a matedahnge in the future estimates or assumptions seetc
determine the allowance for doubtful accounts. A&ugust 1, 2009 and May 2, 2009, we had an all@edo!
doubtful accounts balance of approximately $1.9ioniland $2.2 million, respectively.

Warranties.We have recognized a reserve for warranties onpottucts equal to our estimate of the ac
costs to be incurred in connection with our perfance under the warranties. Generally, estimatebased o
historical experience taking into account knowrexpected changes. If we would become aware of @eas
in our estimated warranty costs, additional resermay become necessary, resulting in an increasests o
goods sold. Other than as disclosed in note 18émbtes to the consolidated financial statemevisgdo na
believe there is a reasonable likelihood that theié be a material change in the future estimate
assumptions we use to determine our reserve foramaes. As of August 1, 2009 and May 2, 2009, \ae
approximately $19.7 million and $19.8 million reged for these costs, respectively.

Extended warranty and product maintenanWe recognize deferred revenue related to separatedgc
extended warranty and product maintenance agresmenée deferred revenue is recognized ratably the
contractual term. If we would become aware of ardase in our estimated costs under these agreenn
excess of our deferred revenue, additional resengsbe necessary, resulting in an increase irs @aigjood
sold. In determining if additional reserves areassary, we examine cost trends on the contractsoth&
information and compare that to the deferred regeie do not believe there is a reasonable liketihtha
there will be a material change in the future eatém or assumptions we use to determine estimatts nde
these agreements. As of August 1, 2009 and May@9,2we had $9.9 million and $9.5 million of detm
revenue related to extended warranty and produitttemance, respectively.

Inventory.Inventories are stated at the lower of cost or miarkarket refers to the current replacement
except that market may not exceed the net reaéizaddlie (that is, estimated selling price in théirary cours
of business less reasonably predictable costs mplion and disposal), and market is not less thanne
realizable value reduced by an allowance for nonpnafit margins. In valuing inventory, we estimatarke
value where it is believed to be the lower of amstnarket, and any necessary changes are chargestoa
goods sold in the period in which they occur. Itedmining market value, we review various factarstsa:
current inventory levels, forecasted demand antdntglogical obsolescence. We do not believe there
reasonable likelihood that there will be a matedahnge in the future estimates or assumptions seetc
calculate the estimated market value of inventbiywever, if market conditions change, including redpes it
technology, components used in our products oxjreeted sales, we may be exposed to unforeseess|tsa
could be material.

Income taxesAs part of the process of preparing our consolididieancial statements, we are require
estimate our income taxes in each of the jurisoigiin which we operate. This process involvesrestng thi
actual current tax expense as well as assessingotany differences in the treatment of items for &anc
accounting purposes. These timing differences réasuleferred tax assets and liabilities, which iacduded ir
our consolidated balance sheets. We must then sasBeslikelihood that our deferred tax assets Wé
recovered from future taxable income in each juctsmh, and to the extent we believe that recovieryor
likely, a valuation allowance must be establish&@. review deferred tax assets, including net opegabsses
and for those not expecting to be realized, we mawegnized a valuation allowance. If our estimatefuture
taxable income are not met, a valuation allowancesdme of these deferred tax assets would beregtjui

We operate within multiple taxing jurisdictions,tbadomestic and international, and are subjectuttits ir
these jurisdictions. These audits can involve cempssues, including challenges regarding the tmanc
amount of deductions and the allocation of incomeants to various tax jurisdictions. At any one dj
multiple tax years are subject to audit by varitaxsauthorities
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We record our income tax provision based on oumkadge of all relevant facts and circumstanceduiing
the existing tax laws, the status of current exatims and our understanding of how the tax aufksrview
certain relevant industry and commercial mattansevaluating the exposures associated with ouowartax
filing positions, we record reserves for probabipasures, consistent with Financial Accounting 8éads
Board Interpretation No. 4&ccounting for Uncertainty in Income Taxes, an fiptetation of SFAS No.109.
A number of years may elapse before a particulateméor which we have established a reserve istedi@nd
fully resolved or clarified. We adjust our incom@x tprovision in the period in which actual resulfsa
settlement with tax authorities differs from outaddished reserve, when the statute of limitatiergires fol
the relevant taxing authority to examine the tagifpan, or when more information becomes availaBler tax
contingencies reserve contains uncertainties beaaasiagement is required to make assumptions aaupty
judgment to estimate the exposure associated witlvarious filing positions. We believe that anygxtial tax
assessments from various tax authorities that atecovered by our income tax provision will not baa
material adverse impact on our consolidated firermsition, results of operations or cash flow.

Some of the countries we are located in allow tabidhys or provide other tax incentives to attrawctl retair
business. We have obtained holidays or other inetwhere available and practicable. Our taxeddc
increase if certain tax holidays or incentives rateacted (which in some cases could occur if viltdasatisfy
the conditions on which such holidays or incentiaes based), they are not renewed upon expiradiotax
rates applicable to us in such jurisdictions ateeotise increased. It is anticipated that tax itiges with
respect to certain operations will expire withie text four years. However, due to the possibdftghanges ii
existing tax law and our operations, we are unéblgredict how these expirations will impact ughie future
In addition, any acquisitions may cause our effectiax rate to increase, depending on the jurigdistin
which the acquired operations are located.

Stock-based compensatioliVe use the Black-Scholes standard option priaimoglel (“Black-Scholes modél”
to determine the fair value of stock options amtlstpurchase rights. The determination of thevalue of the
awards on the date of grant using the Bl&ckoles model is affected by our stock price a$ aghssumptior
regarding other variables, including projected eayipé stock option exercise behaviors, fige interest rate
expected volatility of our stock price in futurerjpels and expected dividend yield.

We analyze historical employee exercise and terimimadata to estimate the expected life assumpiiga
believe that historical data currently represenéstiest estimate of the expected life of a new eyag option.
The risk-free interest rate we use is based otJte Treasury zeraeupon yield curve on the grant date fc
maturity similar to the expected life of the optoWe estimate the expected volatility of our stpecice in
future periods by using the implied volatility inanket traded options. Our decision to use impliethtiity
was based on the availability of actively tradetias for our common stock and our assessmenirtiied
volatility is more representative of future stockicp trends than the historical volatility of ouormamon
stock. We use an expected dividend yield consistétfit our dividend yield over the period of time \mave
paid dividends in the Black-Scholes option valuatioodel. The amount of stotdased compensation expel
we recognize during a period is based on the poriothe awards that are ultimately expected td. wae
estimate preresting option forfeitures at the time of grant d&wyalyzing historical data, and we revise th
estimates in subsequent periods if actual forfeguliffer from those estimates.

If factors change and we employ different assummgtifor estimating stockased compensation expense
future periods or if we decide to use a differeatuation model, the expense in future periods miffgrc
significantly from what we have recorded in thereat period and could materially affect our netnaags anc
net earnings per share in a future period.

RESULTS OF OPERATIONS

The following table sets forth the percentage dof saes represented by items included in our cafeted
statements of income for the periods indicated:

Three Months Ended

August 1, August 2,
2009 2008
Net sales 100.0% 100.0%
Cost of goods sol 73.5% 71.9%
Gross profit 26.5% 28.1%
Operating expenst 23.6% 18.9%
Operating incom: 2.9% 9.2%
Interest incomt 0.3% 0.3%
Interest expens 0.0% -0.1%
Other income (expense), r -0.5% -0.2%
Income before income tax 2.7% 9.2%
Income tax expens 1.4% 3.2%

Net income 1.3% 6.0%
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NET SALES

Net sales decreased 29.6% to $113.5 million forfitlse quarter of fiscal 2009 as compared to $16hiion
for the same period of fiscal 2009. The first gerdf fiscal 2009 had one more week than the €jtstrter of
fiscal 2010 which impacts the comparison betweerptriods.

A following table sets forth net sales and ordgretistomer market for the periods indicated:

Three Months Ended

August 1, August 2,
2009 2008
Net Sales
Commercia $ 23,235 $ 48,390
Live Events 53,894 63,088
Schools & Theatre 18,435 16,980
Transportatior 12,630 9,571
Internationa 5,259 23,200
Total Net Sale: $ 113,453 $ 161,229
Orders
Commercia $ 21,117 $ 50,710
Live Events 44,347 59,165
Schools & Theatre 21,624 24,361
Transportatior 7,836 10,159
Internationa 11,015 12,875
Total Orders $ 105,93¢ $ 157,27C

Commercial MarketNet sales in the Commercial market declined 52.0%nd the first quarter of fiscal 2010
as compared to the same period of fiscal 2009.tR@rfirst quarter of fiscal 2010, net sales in thedoor
advertising (digital billboard) niche decreased a&pproximately $22 million or approximately 81% as
compared to the first quarter of fiscal 2009. Nses in our reseller niche, which includes prinyasiles of our
Galaxy® products and sales for large custom cotstradeclined by approximately $1.7 million or
approximately 11%.

In the early part of the third quarter of fiscal080 we were notified that our largest customer un @utdoor
advertising niche was decreasing its spending gitadibillboards from approximately $100 millionramally to
approximately $15 million annually, effective foalendar year 2009. We were one of two primary vendo
digital billboards for this customer. This correeged to a decline in orders overall in the outdmdvertising
niche, which started to become evident late inst@nd quarter of fiscal 2009. It is our belieftttiee current
economic conditions and limited credit availabildtgused this overall decline. Although we beligvat tthis
niche still remains a long-term growth opportunitye do not expect to see it rebound until sometime
calendar year 2011, based on industry reports. dtso important to note that the outdoor advegisiusiness
has a number of constraints in addition to the entrreconomic conditions, primarily the challengds o
achieving adequate returns on investments on Hijgplays, which limit locations suitable for digil displays,
and regulatory constraints, which we expect to mng-term factor that limits deployment of digitiikplays.

The decline in the reseller niche sales was dueltaver level of sales of Galaxy displays which vastially
offset by a higher level of net sales for largeteoscontracts. We attribute the decline in Galaisplays to the
weaker economic conditions in the first quartefigdal 2010 as opposed to the same period of f2@@9. The
level of custom contract orders in this niche ibjsct to volatility as described elsewhere anddfwe it is
difficult to project; however, we are seeing a girmyvnumber of opportunities. We have seen net sideine
sequentially each quarter since the first quarfefiszal 2009 and are uncertain whether net sakegeh
stabilized. Although there are indications that ¢baditions in the reseller niche could be imprgyimcluding
interest in our products by national accountssigénerally too early to conclude that the busiressdd be
rebounding. For the long-term, we believe that thagket will be a growth area for the company.

Subject to the foregoing, our Commercial marketegalty benefits from increasing product acceptatmeer
cost of displays, our distribution network and atdreunderstanding by our customers of the prodisca
revenue generation tool.

In the past, the seasonality of the outdoor adsiaginiche has been a factor in the fluctuatioowf net sales
over the course of a fiscal year because the demday of displays slows in the winter months in toéder
climate regions of the United States. Generallyakgy, seasonality is not a material factor in itbst of the
Commercial market. Our estimates for sales andrsritethe Commercial market could vary significgntl
depending on economic and credit factors and oilityato capture business in our national accouaohe.

Order bookings in the Commercial market were doppreximately 58.4% in the first quarter of fisc@l1® as
compared to the same period of fiscal 2009. Théirdewas caused by declines in both the reselldraardoor



advertising market for the same reasons as dedcaib@ve. Orders were however positively impactedroer:
of Galaxy displays for a large convenience storairchased in the Midwest which helped offset theral
decline.
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Live Events MarkeNet sales in the Live Events market decreased pyoapnately 14.6% in the first quar
of fiscal 2010 as compared to the same quarteiscélf2009. The decrease in net sales for thediratter @
fiscal 2010 as compared to the same period inlfi48@9 was the result of a decline in revenues fiamge ney
construction contracts exceeding $5 million as axyd in prior filings, which lead to the signifitagrowtt
during fiscal year 2009. These large contractsh edavhich exceeded $5 million, contributed morartt$2!
million in net sales during the first quarter addal 2009 compared to approximately $10 milliomét sales i
the first quarter of fiscal 2010.

During the fourth quarter of fiscal 2009, we bedgansee more significant competitive pressure, prilyn
aggressive pricing by multiple competitors in thed Events marketplace, that we believe is notasnable fo
the longterm. Until these pressures are reduced, theyikely lto adversely affect our ability to book ors
and our gross profit margin. As a result of thesmpetitive factors, it is difficult to forecast nsdles for th
rest of fiscal 2010; however, we realize that givke unusually high level of net sales relatedaige nev
construction projects over the past 12 monthg likely that net sales will decline significantly fiscal 201C
This decline is more likely given the natural vdit of the business where it is not practicalsiostain ne
sales growth rates similar to fiscal 2009 over egsnsive years. In addition, although our Live Egebtisines
is typically resistant to economic conditions, geverity of the current economic environment causet b
less optimistic about how the economy may impaistlthsiness. There have been transactions whiah e
delayed due to economic conditions, but the impaalate has not been material. This could changhe
future; however, over the lortgrm we expect to see growth assuming that theocmsgrimproves and we ¢
successful at counteracting competitive pressures.

Order bookings in the Live Events market were danare than 25.0% in the first quarter of fiscal 2Gik
compared to the same period in fiscal 2009 dubeadecrease in large orders as explained abovepetiive
pressures which we think have caused us to loseronde otherwise would have earned and variousr
factors as explained above.

Our expectations regarding growth over the loegn in large sports venues is due to a numbeiactofs
including the expanding market, with facilities thiscally spending more on larger display systemst
product and services offering, which remains thestitegrated and comprehensive offering in theustiy;
and our field sales and service network, whichmgartant to support our customers. In addition,beeefi
from the competitive nature of sports teams whivestio outperform their competitors with display syste
This impact has and is expected to continue to krivang force in increasing transaction sizes &w
construction and major renovations. Growth in theyé sports venues is also driven by the desiréifyir-
definition video displays, which typically drivertger displays or higher resolution displays, bothwhich
increase the average transaction size. We belleatethe effects of the economy have a lesser impache
sports market as compared to our other marketsubecaur products are generally revegeeeration too
(through advertising) for facilities, and the spgobiusiness is generally considered to be a recesssistar
business, although the severity of the current ecnn conditions are somewhat unprecedented. Nes se
our sports marketing and mobile and modular portibthis business unit were less than 2% of totdlsale
and thus were not significant in the first quadgfiscal 2010 and the first quarter of fiscal 2068spectively.

Schools and Theatres Markétet sales in the Schools and Theatres market isede@.6% in the first quar
of fiscal 2010 as compared to the same quartas@alf2009. Orders for the market have decreasezbA foi
the first quarter of fiscal 2010 as compared tofitse quarter of fiscal 2009. Sales increasechmfirst quarte
of fiscal 2010 as compared to the first quartefisafal 2009 principally as a result of maintainisigorter lea
times in the first quarter of fiscal 2010. Duridggtfirst quarter of fiscal 2009, many orders weskaged due 1
execution issues within manufacturing which caueedkers to be cancelled or pushed out into the
quarter of fiscal 2009. These execution issuesndidoccur in the first quarter of fiscal 2010 ahdrefore w
do not have the unusually large backlog that wedidade same time in fiscal 2009, which led to treaales i
the second quarter of fiscal 2009. As a resultewgect to see lower sales in the second quartisaafl 201(
as compared to the second quarter of fiscal 200@eadont see orders increasing to offset this impact. &
and net sales have also been impacted by the vingseconomic conditions. Based on the forgoing ewgec
that orders and net sales will be less in fiscal®28s compared to fiscal 2009 within this market.

Transportation Market Net sales in the Transportation market increaggaoximately 32.0% in the first
quarter of fiscal 2010 as compared to the samegénifiscal 2009. Orders for the first quarteffis€al 2010
are down approximately 22.9% over the same pendis¢al 2009. The decrease in orders does notappe
be a reflection of the current poor economic caads in the United States. Rather, we believeritise a
reflection of timing differences on when the ordease been or are expected to be booked. The seira
sales is the result of timing as driven by our cotrs and our larger backlog going into fiscal 26840
compared to fiscal year 2009. We expect that et sa the Transportation market will grow in fis@810 as
compared to fiscal 2009, however orders may noease, depending on the effects of federal stimulus
spending and our ability to earn that business ascurs.
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International MarketNet sales in the International market in the fipsarter of fiscal 2010 as compared to
first quarter of fiscal 2009 were down approximgatél.3%. Orders were down approximately 14.4% fa
first quarter of fiscal 2010 as compared to thstfgquarter of fiscal 2009. The decrease in netsal¢he firs
quarter of fiscal 2010 as compared to the firstrigueof fiscal 2009 was attributable, in part, &mge ordet
booked in the fourth quarter of fiscal 2008 forad station in Beijing and a network of displaystie U.K. tha
converted to net sales in the first quarter ofdis2009. Due to the focus on large contracts is tharket an
the small number of contracts actually booked, tdlais not unusual. Overall, we have made coasitbl¢
investments in growing our business internationaliiere we do not have the same market share ado
domestically. As stated in prior filings, in thecead half of fiscal 2009 we began to see more caoitng
pressures in this area similar to the competitiresgures described above in the Live Events médeaus
the competitors tentb overlap. We believe that this had an adverseaanpn our order bookings in the sec
half of fiscal 2009, which continued in the firsiarter of fiscal 2010. In spite of the foregoingappears th.
this market may be seeing some strengthening aspportunities seem to be increasing. If this gtieaning
converts to additional orders in the future, weestpthat they will be at lower contract gross prédiels a
compared to the prior fiscal year.

Advertising RevenueWe occasionally sell products in exchange for ttheedising revenues generated fi
use of the products. These sales represented (h@%.6% of net sales for the first quarter of fis2@10 ani
2009, respectively. The gross profit percent ors¢hansactions have typically been higher thangtos:
profit percent on other transactions of similaresialthough the selling expenses associated witig¢
transactions also are typically higher.

Backlog.The order backlog as of August 1, 2009 was appratdéip $113 million as compared to $173 mill
as of August 2, 2009, and $120 million at the beiig of the first quarter of fiscal 2010. Histotliga our
backlog varies due to the timing of large ordettse Becline in backlog is the result of the lowereleof orde
bookings as previously described across all madaipled with the differences in net sales durhreyperiods
Backlog varies significantly quarter to quarter daghe effects of large orders, and significantatéons cal
be expected, as explained previously. In addithwm,backlog is not necessarily indicative of futaedes or nt
income.

GROSS PROFIT

Gross profit decreased 33.6% to $30.1 million for tirst quarter of fiscal 2010 as compared to $4#8illion
for the first quarter of fiscal 2009. As a percehhet sales, gross profit was 26.5% for the fixsarter of fisce
2010 as compared to 28.1% for the first quarteffisifal 2009. The decrease in gross profit dollaes
primarily the result of lower sales which were effdby lower warranty costs. Warranty costs declibg
approximately $1.8 million in the first quarter fiscal 2010 as compared to the first quarter afdi2009. i
addition, higher costs of manufacturing as a pdroércost of goods sold adversely impacted grosdit)
percents. Had we achieved the same percentagesbbtgoods sold, in the first quarter of fiscallRGas th
first quarter of fiscal 2009, manufacturing costad have been $2.9 million less. Manufacturingte@sclude
a significant portion of fixed costs which are uleato be reduced during periods of lower salesplite of tha:
we continue to reduce costs where we can, inclugiagsonnel and related costs, to lower this im
However, it is unlikely that, absent increasingesatiuring the remainder of fiscal 2010, we canehiths
same percent of costs of goods sold as we dickiffirtst quarter of fiscal 2009.

We are and have been over the past year and bhafiting significant resources into standardizing large
video display product line, which we believe conéal excessive custom design, increasing our riskaofant
costs. In addition, to reduce the level of warragkposure, we have invested in enhanced produeabilély
testing equipment and personnel to implement migerous product testing procedures and to contio
enhance our quality processes in manufacturingb®@eve that we have made progress in gaining cbotel
our warranty costs but cannot be certain that resweas will not arise, including those describeth@notes t
consolidated financial statements.

During the third quarter of fiscal 2009, as desedilin the notes to consolidated financial statement
discovered a warranty issue caused by our finisipiragess for certain products which causes thet
aluminum surfaces to peel in certain conditions. Né&e accrued a reserve at the low end of the raf
estimates since no single amount within the rasge better estimate. Therefore, it is possible Weatcoulc
incur additional losses in fiscal 2010 of up to @pg@mately $1.6 million, which would be at the highd of th:
estimated range.

We strive toward higher gross margins as a peroemiet sales, although depending on the actual the
performance of larger projects, and our abilityeteecute on the business and level of future satesgir
percentages may not increase. We continue to exaargas for cost reduction, including personneisg@s
we believe that we can make reductions in manufagflcosts in the future that will positively impagros:
profit. However, any improvements in gross profiangin percents are subject to volatility based ssué
described herein and in our risk factors as coathin our Annual Report on Form 10-K.

Gross profit in our Commercial business unit dedirfrom approximately 28% in the first quarter ch



2009 to approximately 20% in the same period afafi010 as a result of a decline in margin innadijo!
niches. The decline resulted from greater cost®afess capacity caused by lower sales as prev
explained. In addition the gross profit has dedime most niches within the commercial business daée tc
increased competition and costs of services ancanwges.

Gross profit in our Schools and Theatres businagsncreased from approximately 27% in the firgager o
fiscal 2009 to approximately 31% in the first gearf fiscal 2010. This increase resulted from krgimargin
on our standard products, primarily scoreboardsl @alaxy displays as a result of tighter controler
discounting as well as less variances in manufagfuas a result of more efficient operations whighs
reflected in better product lead times for the bess unit.

Gross profit in our Live Events business unit desegl to approximately 26% in the first quarterieddl 201!
as compared to approximately 30% in the first qaraof fiscal 2009. The decrease was primarily #gsuit o
higher warranty and service costs in the first tpraof fiscal 2010 as compared to the same peridiscal
2009. This was partially offset by better marginfpemance on the large contract business durindfitkt
quarter of fiscal 2010 compared to the same pénididcal 2009.

Gorss profit in our Transportaion business unitéased to approximately 35% in the first quartefisdal
2010 as compared to approximately 21% in the djustrter of fiscal 2009. The increase was the reguiette
margins achieved on contracts booked for delivaryhie first quarter of fiscal 2010 as comparedhi firs!
quarter of fiscal 2009.

Gross profit in the International business unitrdased to approximately 27% in the first quartefisufal 201(
as compared to approximately 28% in the same peniedyear ago. The decrease was the result obhe
gross margin percents on sales, primarily in Chividich were unusually high in the first quarteffistal 2009
partially offset by lower warranty costs in Europ&e margins were unusually high in the first qeladf fisca
2009 as a result of a couple of large contractsmach we were able to achieve much higher mardimes tc
the newer technology underlying the contracts.

OPERATING EXPENSES

Operating expensefperating expenses, which are comprised of seljegeral and administrative exper
and product design and development costs, decrdgsaegproximately 12.4% from $30.6 million in thiest
quarter of fiscal 2009 to $26.8 million in the figuarter of fiscal 2010. As a percent of net sabgeratin
expenses increased from 19.0% of net sales initdtegfiarter of fiscal 2009 to 23.6% of net salesthe firs
quarter of fiscal 2010. As a result of the downturorders and net sales that arose during thd thiarter c
fiscal 2009, we began a process to decrease abtgp operating expenses to partially keep pach thi
declining net sales. We expect these efforts tdiwoa throughout fiscal 2010. The ultimate levedetrease
spending is difficult to estimate as it involvesiinuous and evolving efforts. Our most significanst facto
within operating expense is personnel related coastel to date, our approach has been focuse
allowing attrition to drive a significant portiorf the decrease coupled with a general hiring freBzaddition
we have implemented wage freezes for salaried grapt beginning in fiscal 2010 and have impleme
various other cost reduction initiatives. We hawgted the amount of decreases in spending sowkalo no
adversely impact our business when the economyhenoharket for our products improve, as our intants tc
emerge from the downturn stronger than when weredte
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All areas of operating expenses were impactedrasudt of the first quarter of fiscal 2009 includiti4 week
as opposed to the more common 13 weeks of thegfistter of fiscal 2010.

Selling ExpensesSelling expenses consist primarily of salaries,entemployeeaelated costs, travel a
entertainment expense, facilitielated costs for sales and service offices, amkmditures for marketir
efforts, including collateral materials, convensand trade shows, product demos and supplies.

Selling expenses decreased 12.2% to $14.4 millortHe first quarter of fiscal 2010 as compared16.<
million for the first quarter of fiscal 2009. Salyj expenses increased to 12.7% of net sales éofirt quarte
of fiscal 2010 from 10.1% of net sales for thetfgearter of fiscal 2009.

Selling expenses for the first quarter of fiscal@@vere lower than selling expenses in the firgtropr of fisca
2009 as a result of a decrease in personnel dosisding taxes and benefits of approximately $hiflion, a
decline of $0.7 million in travel and entertainmensts, a $0.1 million decrease in commissionkitd parties
a $0.1 decrease in conventions and various otherges. These decreases were partially offset bycasas
in bad debt expense of approximately $0.2 millibine increase in bad debt expense was the resalhombe
of isolated product issues and customer issudmualh a small portion of the increase could beltiegufrom
the adverse economic conditions. The increase mnugsions is due to the nature of the under
transactions. Typically commissions are not a Siggmt factor in our business. The decrease imetranc
entertainment is a reflection of the lower levebafes opportunities and cost savings initiativmeslace.

Throughout the rest of fiscal 2010, we anticipa#irsy costs to decline from the current level.isTéstimate |
subject to containing costs, such as bad debt egperavel and entertainment costs, and achievddgiana
employee attrition during the remaining quarterisafal 2010.

General and Administrativé&seneral and administrative expenses consist ptliynafrsalaries, other employee-
related costs, professional fees, shareholder ioekatfees, facilities and equipmemtated costs fi
administration departments, amortization of inthfes and supplies.

General and administrative expenses decreased 16.686.5 million for the first quarter of fiscal 20 a
compared to $7.7 million for the first quarter afctl 2009. General and administrative expensagased t
5.7% as a percent of net sales for the first quartéiscal 2010 from 4.8% of net sales for thesffiquarter ¢
fiscal 2009.

General and administrative expenses decreasee ifirsh quarter of fiscal 2010 over the same periptisca
2009 due to decreases of $0.3 million in profesdi@nd consulting fees, $0.1 in recruitment feds1 $r
software and hardware costs, $0.1 in telephond, $dllion in personnel and related payroll and Hgsenc
$0.3 in other various expenses. Generally all desliin spending within this area are due to ongcivg
reduction efforts. We expect to continue examinomgportunities for cost reductions within generab
administrative expenses, however, material decfires the current level may become more difficolbbtain

Product Design and DevelopmeProduct design and development expenses congsisarilyf of salaries, oth
employee-related costs, facilities and equipmelatied costs and costs of supplies.

Product design and development expenses decred@¥d® $5.9 million for the first quarter of fiscad10 a
compared to $6.5 million for the first quarter a$cal 2009. Product design and development exp
increased to 5.2% as a percent of net sales fdirtteuarter of fiscal 2010 from 4.1% of net safer the firs
quarter of fiscal 2009.

During the first quarter of fiscal year 2010, wertoitted to specific plans for developing a commooduie
platform for our large display technology for therpose of gaining reliability and improved operati
control. As a result we have scaled back our egpiects for cost reductions in product developmertd &
addition we have transferred some personnel frdmercareas of the company to product developmehelg
speed this development and aid in other developprejgcts.

Based on the foregoing, we expect that productgdeand development expenses will approximate bei
5.0% and 5.5% of net sales for fiscal 2010.
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INTEREST INCOME AND EXPENSE

We occasionally generate interest income througbdymt sales on an installment basis, under
arrangements or in exchange for the rights toagall retain advertising revenues from displays, tingsult ir
long-term receivables. We also invest excess casthortterm temporary cash investments and marke
securities that generate interest income. Intexggénse is comprised primarily of interest costonnote
payable and long-term debt.

Interest income decreased 20.0% to $0.4 milliortHerfirst quarter of fiscal 2010 compared to $@i8ion for
the first quarter of fiscal 2009. The decrease wues result of lower levels of interest-bearing ldegr
receivables. We expect that the amount of intarestme will increase in fiscal 2010 over fiscal 20due tc
higher levels of temporary cash investments; howeua business is characterized by a great deablatility
of working capital components and therefore cadantas could be lower than expected, leading tcel
interest income.

Interest expense decreased to less than $0.0®mfthr the first quarter of fiscal 2010 as comparedsO.:
million for the first quarter of fiscal 2009. Thedrease is due to lower average borrowings outistgrebliring
the first quarter of fiscal 2010 as compared tofttet quarter of fiscal 2009. We expect that iersrexpens
will decline from the level of the first quarter fifcal 2010 in future quarters based on the exgbiect that w
will pay down the debt incurred in that quarter.

OTHER INCOME (EXPENSE), NET

Net other expense increased for the first quarftéiscal 2010 to a loss of $0.6 million as compated loss ¢
$0.3 million for the same period one year ago. Tweease of net other expense results from thectsffe
earnings attributable to unconsolidated affiliat®sd currency gains and losses and atg@xeloss @
approximately $0.2 million in the first quarter 2010 from the sale of our investment in Ledtroniasi
Malaysia affiliate. Finally, as a result of the dos value of the U.S. dollar, we experienced higkgels o
currency losses on U.S. dollar advances to forsigdhsidiaries. We also continue to have lossestiegutom
our equity investment in OutCast Media Internatipmac., (“OutCast”)formerly known as FuelCast Mei
Networks.

INCOME TAX EXPENSE

Income taxes were approximately $1.6 million in fmst quarter of fiscal 2010 and $5.1 million fthre firsi
quarter of fiscal 2009. The effective tax ratetfoe first quarter of fiscal 2010 was 52.6% as camgao 34.59
for the first quarter of fiscal 2009. The increasethe effective rate is due to the size of lossesirred ir
foreign jurisdictions relative to domestic incomhbigh causes the effective rate to increase. Intiaddidue ti
the lower levels of income expected for the yeaneéstically, the items that cause a change fronstiieiton
rate to the effective rate have a more signifidgengact. If we are able to increase our income, a@ expec
that the effective tax rate will decrease.

LIQUIDITY AND CAPITAL RESOURCES

Working capital was $110.6 million at August 1, 208nd $104.5 million at May 2, 2009. We have histily
financed working capital needs through a combimatibcash flow from operations and borrowings urtabanl
credit agreements.

Cash provided by operations for the first quartefiscal 2010 was $7.3 million. Net income of $Illion
plus depreciation and amortization of $5.6 millitime addback of equity in net losses of equity investm
and stockhased compensation, less $2.2 million in changegiroperating assets, and gain on sale of prc
and equipment, generated the cash provided by tipesa

The most significant drivers of the change in natrating assets for the first quarter of fiscal @®dere th
decreases in accounts receivable, inventories, caists and estimated earnings in excess of billige
increases in customer deposits. These changesoffset by increase in prepaid expenses and dewde
accounts payable, billing in excess of costs atichaged earnings and income taxes payable. Theedseril
accounts receivables and inventories was the retutlie lower level of net sales, however days s
outstanding actually increased by two days. Bagventory outstanding also increased slightlg@spared t
the end of fiscal 2009. Other changes in net opeyatssets were not significant and generally eelab th
change in overall business during the quarter. &lechanges in operating assets and liabilities be
impacted by the timing of cash flows on large osgas described above, that can cause signifikasttiéition:
in the short term. As a result of various initi@svunderway, including changes in manufacturingchmsing
collections and payment processes, we expect tncenimproving our cash flow relative to sales aodts o
goods from operating activities.

Cash used by investing activities of $2.3 milliar the first quarter of fiscal 2010 included $2.8lion for
purchases of property and equipment and $0.3 milibpurchased receivables from an affiliate, whigdre



offset by $0.1 million of proceeds from the salepobperty and equipment. During the first quartefiscal
2010, we invested approximately $0.4 million in macturing equipment, $0.9 million in prod
demonstration equipment, $0.8 million in informatisystems infrastructure, including software, $@illion
in facilities, and $0.4 million in rental equipmeiihese investments were made to support saléise inase ¢
demo and rental equipment, and other areas, ptinfarimaintenance needs. As of the end of the §tarte
of fiscal 2010, capital expenditures were 3.4%eifsales. The purchase of receivables from anaaéfitelate
to our purchase of receivables from Outcast tdifats cash flow for operations of their business.
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Cash used by financing activities of $1.1 milliar the first quarter of fiscal 2010 consisted of thivident
paid to shareholders of $3.9 million on June 23 RAvhich was partially offset by $2.8 million ofiditiona
long-term debt as previously described. During firg quarter of fiscal 2010, we incurred loterm dek
related to a purchase of a lotegm software maintenance agreement. This was dereresult of incentiv
and pricing considerations. We expect to use osh ¢a pay down this debt in the second quarteergiou
current cash flow forecast.

Included in receivables as of August 1, 2009 wapr@pmately $6.4 million of retainage on lomgAT
contracts, all of which is expected to be colledtedne year.

We have used and expect to continue to use cashvessand, to a lesser extent, bank borrowingseet rou
shortterm working capital requirements. On large prodoiers, the time between order acceptance
project completion may extend up to and exceed 8dths depending on the amount of custom work ae
customers delivery needs. We often receive down paymentgragress payments on these product order
the extent that these payments are not sufficerfund the costs and other expenses associatedtivatt
orders, we use working capital and bank borrowbogiance these cash requirements.

Our product development activities during the faaarter of fiscal 2010 included the enhancemerxasting
products and the development of new products fraisting technologies. Product design and develop
expenses were $5.9 million for the first quartefigdal 2010 as compared to $6.5 million for thstfguarter ¢
fiscal 2009. We intend to incur expenditures atte of approximately 5.0% to 5.5% of fiscal yeal@he
sales to develop new display products using varitisglay technologies to offer higher resolutiord anore
cost effective and energy efficient displays. Wamahtend to continue developing software applacatifor ou
display systems to enable these products to cantmmeet the needs and expectations of the méaketp

We have a credit agreement with a bank which pesvidr a $45.0 million line of credit and includgs tc
$15.0 million for standby letters of credit. Thediof credit is due on November 15, 2009. The @serat
ranges from LIBOR plus 75 basis points to LIBORsplR25 basis points depending on certain ratios
effective interest rate was 1.0% at August 1, 20U8.are assessed a loan fee equal to 0.1% per aoinamny
non-used portion of the loan. As of August 1, 2009r¢h&ere no advances under the line of credit. Tedil
agreement is unsecured and requires us to comfiyoeitain covenants, including the maintenancamgible
net worth of at least $75 million, a minimum ligitid ratio, a limit on dividends and distributionsich
minimum adjusted fixed charge coverage ratio. Weeviie compliance with all covenants as of Augus2dQ9

Daktronics Canada, Inc. has a credit agreementamitank which provides for a $0.3 million line oédit. The
line of credit is due on February 1, 2010. Therigérate on the line of credit is equal to 1.5%\vabthe prim
rate of interest and was 2.3% on August 1, 20090fA&ugust 1, 2009, no advances under the lineredit
were outstanding. The line of credit is securedhprily by accounts receivable, inventory and othesets ¢
the subsidiary.

Daktronics Shanghai, Ltd., has established a lineredit for $1.5 million to facilitate the issuanof banl
guarantees in connection with orders it receivé® fEes on the line are equal to 0.5% of the cutiétg ban!
guarantees, and the line of credit is secured lbjter of credit issued by us. The line expiresvay 31, 201(
As of August 1, 2009, no advances under the lineredit or bank guarantees were outstanding.

During the first quarter of fiscal 2010, we entenetth a longterm debt arrangement with a financial institu
under a vendor financing arrangement as previodsscribed in the amount of $2.9 million. The ingtneate
on the loan is 0% and allows for the loan to bel mdf at any time at the present value of the fifoayment
discounted at 4.0%. The loan is secured by theryidg software maintenance agreement that theqads ¢
the debt funded. The loan requires 36 monthly paysef approximately $0.08 million.

On May 28 2009, our Board declared an annual diaddeayment of $0.095 per share on our common $to
the fiscal year ended May 2, 2009. Although wendtéo pay regular annual dividends for the forebks
future, all subsequent dividends will be revieweathwally and declared by our Board of Directors ts
discretion.

We are sometimes required to obtain performanceddor display installations, and we have a bondiing
available through a surety company that providesfoaggregate of $100 million in bonded work ansing
At August 1, 2009, we had approximately $37.2 willof bonded work outstanding against this line.

We believe that if our growth extends beyond curexpectations or if we make any strategic investisiene
may need to increase our credit facility or sedlentmeans of financing our growth. We anticipatd thie will
be able to obtain any needed funds under commigrei@hsonable terms from our current lender or r
sources. We believe that our working capital awdéafrom all sources will be adequate to meet thst
requirements of our operations in the foreseealtled.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
FOREIGN CURRENCY EXCHANGE RATES

Through August 1, 2009, most of our net sales wiersominated in United States dollars, and our axgot
foreign currency exchange rate changes on net baesiot been significant. Net sales originatintside the
United States for the first quarter of fiscal 204€re approximately 6.0% of total net sales, of Wtacportion
was denominated in Canadian dollars, euros, Chiresainbi or British pounds. If we believed thatremcy
risk in any foreign location was significant, we wia utilize foreign exchange hedging contracts smage our
exposure to the currency fluctuations. Over thegd®rm, net sales to international markets are erpeto
increase as a percentage of net sales and, comslggaegreater portion of this business could beaiinated

in foreign currencies. In addition, we fund opergticash to foreign subsidiaries in the form of ban
denominated in United States dollars. As a resplerating results may become subject to fluctuatiozsed
upon changes in the exchange rates of certainraie® in relation to the United States dollar. fie extent
that we engage in international sales denominatéthited States dollars, an increase in the valukeoUnited
States dollar relative to foreign currencies camlake our products less competitive in internationarkets.
This effect is also impacted by the sources of naaterials from international sources. We will cang to
monitor and minimize our exposure to currency fhations and, when appropriate, use financial hegdgin
techniques, including foreign currency forward caots and options, to minimize the effect of these
fluctuations. However, exchange rate fluctuationsvall as differing economic conditions, changepatitical
climates, differing tax structures and other rwdesl regulations could adversely affect our finaneiaults in
the future.

INTEREST RATE RISKS

Our exposure to market rate risk for changes ier@dt rates relates primarily to our debt and lmmg:
accounts receivables. We maintain a blend of bio#dfand floating rate debt instruments. As of Astgl,
2009, our outstanding debt approximated $2.8 mmillisubstantially all of which was in variable rate
obligations. Each 100 basis point increase or @serén interest rates would have an insignificamual effect
on variable rate debt interest based on the badaoteuch debt as of August 1, 2009. For fixed-axbt,
interest rate changes affect its fair market valuiedo not affect earnings or cash flows.

In connection with the sale of certain display eyst, we have entered into various types of finaginith

customers. The aggregate amounts due from custdnmusle an imputed interest element. The majaoity
these financings carry fixed rates of interestoAgugust 1, 2009, our outstanding long-term reabigs were
approximately $23.4 million. Each 25 basis poirtr@ase in interest rates would have an associatedah
opportunity cost to us of approximately $0.1 mitlio

The following table provides information about dmancial instruments that are sensitive to changésterest
rates, including debt obligations, for the lasethguarters of fiscal year 2010 and subseque fyears.

Fiscal Years (dollars in thousands

2010 2011 2012 2013 2014 Thereafter

Assets:
Long-term receivables, includir

current maturities

Fixec-rate $ 7099 $ 3404 $ 3,127 $ 2,784 $ 1545 $ 5,363

Average interest ral 7.4% 8.1% 8.1% 8.0% 8.3% 8.0%
Liabilities:
Long- and sho-term debr

Fixec-rate $ 684 $ 932 $ 962 $ 249 % - $ -

Average interest rai 5.8% 5.8% 6.0% 6.0% 0.0% 0.0%
Long-term marketing obligation:

including current portiol

Fixec-rate $ 274 $ 321 $ 214 $ 128 $ 124 $ 7

Average interest ral 9.1% 8.8% 8.8% 8.7% 8.9% 8.4%

The carrying amounts reported on the balance dbedbng-term receivables and long- and short-teiebt
approximates their fair value.

Approximately $36.2 million of our cash balances denominated in United States dollars. Cash batairc
foreign currencies are operating balances mairdaimeaccounts of our foreign subsidiaries. A portaf the
cash held in foreign accounts is used to collaterabutstanding bank guarantees issued by thegforei
subsidiary.

-26 -




Item 4. CONTROLS AND PROCEDURES

We carried out an evaluation, under the supervisiot with the participation of our management, udaig
our Chief Executive Officer and Chief Financial iOéfr, of the effectiveness of the design and opmraif our
“disclosure controls and procedures,” as that termefined in Rule 13a-15(e) and Rule 15d-15(e)euride
Securities Exchange Act of 1934, as of August D92@vhich is the end of the period covered by thfsort.
Based upon that evaluation, the Chief Executiveic®ffand Chief Financial Officer concluded that ais
August 1, 2009, our disclosure controls and procesiwere effective.

Based on the evaluation described in the foregparggraph, our Chief Executive Officer and ChigfaFicial
Officer concluded that during the quarter ended usidl, 2009, there was no change in our internatrab
over financial reporting that has materially afétit or is reasonably likely to materially affectiranternal
control over financial reporting.

PART Il. OTHER INFORMATION
Item 1. LEGAL PROCEEDINGS

Our company and two of our executive officers aamad as defendants in a consolidated class adgohir

the U.S. District Court for the District of Souttakbta in November 2008 on behalf of a class ofstas who
purchased our stock in the open market between mbege 15, 2006 and April 5, 2007. In an Amended
Consolidated Complaint filed on April 13, 2009 (tfeomplaint”), the plaintiffs allege that the defiants
made false and misleading statements of materiéd fbout our business and expected financial pedioce

in the company’s press releases, its filings whith $ecurities and Exchange Commission, and cordereslls,
thereby inflating the price of the company’s comnstock. The Complaint alleges claims under Sestid(b)
and 20(a) of the Securities Exchange Act of 193}amended (“Exchange Act”). The Complaint seeks
compensatory damages on behalf of the alleged glags unspecified amount, reasonable fees and afst
litigation, and such other and further relief as @ourt may deem just and proper. On June 5, 2009iled a
motion to dismiss the Complaint. In July 2009, gtaintiffs filed a memorandum of law in opposititm our
motion to dismiss. Briefing on the motion is undayw

We believe that we, and the other defendants, haritorious defenses to the claims made in the daintp
and we intend to contest these actions vigorouslg. are not able to predict the ultimate outcomehds
litigation, but regardless of the merits of theimls, it may be costly and disruptive. The totaltsasannot be
reasonably estimated at this time. Securities ca$isn litigation can result in substantial comstsl divert our
management’s attention and resources, which mag hamaterial adverse effect on our business, financ
condition and results of operations, including cash flow.

In the third quarter of fiscal 2008, our Board dfdators received letters from lawyers acting ohadieof three
of our shareholders. The letters demanded that@mpany pursue claims against our officers, dirsgtand
unspecified others for allegedly wrongful condueséd upon the same general events as are alleghd in
Complaint. The Board referred the demands to aigpeommittee of independent directors for invgstion
and action. The special committee concluded igstigation and determined that it would not behie best
interests of the company to take any action oratlegations contained in the demands at this tintethat it
will continue to monitor the matter and revisit themands if more information becomes available.

Item 1A. RISK FACTORS

The discussion of our business and operationsdedun this Quarterly Report on Form 10-Q should dsed
together with the risk factors described in Itemdffour Annual Report on Form 10-K for the fiscaly ended
May 2, 2009. It describes various risks and unag®rés to which we are or may become subject. Thisks
and uncertainties, together with other factors diesd elsewhere in this report, have the potemdiaffect our
business, financial condition, results of operatjosash flows, strategies or prospects in a matni adverse
manner. New risks may emerge at any time, and waatgredict those risks or estimate the extenthiah
they may affect financial performance.

Item 2. Unregistered sales of equity Securities and Use Bfoceeds

Not Applicable

Item 3. DEFAULTS UPON SENIOR SECURITIES

Not Applicable

Item 4. Submission of matters to a vote of security holder

€)) Our annual meeting of shareholders was held on st@f, 2009 (th” Annual Meetin(").
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(b) At the Annual Meeting, Frank J. KurtenbaJames A. Vellenga and Bryon J. Anderson wesdaeted
to our Board of Directors. The terms of the follagiiDirectors continued after the Annual Meetingnéa B.
Morgan, John L. Mulligan, Duane E. Sander, Ph.0.,A®lred J. Kurtenbach, Robert G. Dutcher, anddyan
D. Frame.

(©) At the Annual Meeting, the following proposals wadopted by the votes indicate

Election of the following three nominees as Direstof the compan, until their successors are duly elected
and qualified:

Number of Shares Voted

For Withheld
Frank J. Kurtenbach 24,222 372 9,471,55¢
James A. Vellenga 25,057,551 8,636,37¢
Bryon J. Anderson 24,906,35¢ 8,787,574

Ratification of the appointment of Ernst & Yound.,.as our independent registered public accountimg fiar
fiscal year 2010:

Number of Shares Voted
For Against Abstain

33,346,17¢ 277,714 70,041

Iltem 5. Other Information
DIRECTOR COMPENSATION

On August 26, 2009, our Board of Directors adopésmblutions amending the compensation programdor n
employee directors, such that each non-employeetdir will receive each year during his or her tefm
service, upon the director’s appointment, electiore-election to the Board of Directors, beginnimmpn his or
her first appointment, election or re-election acitig on or after August 26, 2009, a grant of naaldied
stock options under the 2007 Stock Incentive Rigourchase shares of the company’s common stoadwigi
valued at $45,000 based on the requirements ferm@ting compensation expense under SFAS 123(R)
consistent with the company’s practices for commutuch compensation. These option grants will lzave
exercise price equal to the fair market value efdcbmpany’s common stock on the date of the graahtrall
vest one year from the date of grant if the nondeyge director is then a director of the comparfyede new
option grants will replace and supersede the @ubomatic grants of options to non-employee dimsctd the
company. Previously, each non-employee directoravbave received a grant of options valued at ¥1(B5,
upon the director’s appointment, election or rectédm to the Board of Directors with one-third betoption
vesting each year.

Consistent with the foregoing, on August 27, 2QG8nes A. Vellenga and Bryon J. Anderson were each
granted a non-qualified option to purchase 12,8@tes at an exercise price of $8.25 per share.

ltem 6. Exhibits
The following exhibits are filed with this QuartgfiReport on Form 10-Q:

10.1  Written action of the Board of Directors adoptedeefive August 26, 2009 amending
compensation program for the company’s momployee directors as described in Item 5.
Information of Part 1l above

31.1 Certification of the Chief Executive Officer reged by Rule 13a-14(a) or Rule 1%3d{a) under tr
Securities Exchange Act of 1934, as adopted putsimaSection 302 of the Sarban@siey Act of
2002.

31.2 Certification of the Chief Financial Officer reqed by Rule 13a-14(a) or Rule 13d{a) under tt
Securities Exchange Act of 1934, as adopted putswaBection 302 of the Sarban@sley Act o
2002.

32.1 Certification of the Chief Executive Officer pursudo Section 906 of the Sarbar@gley Act of 2002 (1
U.S.C. Section 1350

32.2  Certification of the Chief Financial Officer pursuao Section 906 of the Sarbanes-Oxley Act of 2((R
U.S.C. Section 1350
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causedrépor
to be signed on its behalf by the undersigned theoeduly authorized.

Date: August 28, 2009

/s/ William R. Retterath
Daktronics, Inc.
William R. Retterath,
Chief Financial Officer
(Principal Financial Officer
and Principal Accounting
Officer)
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EXHIBIT 31.1
DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER REQUIR ED BY RULE 13a-14(e)
OR RULE 15d-14(a) OF THE SECURITES 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 omrd.0-Q for the quarter ended August 1, 2009 oftfmaics,
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 statsmeade, in light of the circumstances under wiiath
statements were made, not misleading with respebiet period covered by this report;

3. Based on my knowledge, the financial stataisy and other financial information includedhistreport,
fairly present in all material respects the finahcondition, results of operations and cash flowthe
registrant as of, and for, the periods presentedisnreport;

4.  The registrarg’other certifying officer(s) and | are responsildleestablishing and maintaining disclos
controls and procedures (as defined in ExchangdRAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Acté&dul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedures

to be designed under our supervision, to ensutenthaterial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities, paraciyl
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloiing, or caused such internal control over firiah
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the réfyabil
of financial reporting and the preparation of fingh statements for external purposes in accordueuitty
generally accepted accounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHetn
the period covered by this report based on sucluatian; and

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtat
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth quarter in theecaf an
annual report) that has materially affected, ae@sonably likely to materially affect, the regisit’'s
internal control over financially reporting; and

5.  The registrant’s other certifying officeréad | have disclosed, based on our most recetti@ion of
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s
board of directors (or persons performing the egjeint functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr
financial reporting which are reasonably likelyaidversely affect the registrant’s ability to regord
process, summarize and report financial informatord

b) Any fraud, whether or not material, that invaweanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

/s/ James B. Morgan
James B. Morgan
Chief Executive Office
Date: August 28, 2009




EXHIBIT 31.2
DAKTRONICS, INC.
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER REQUIR ED BY RULE 13a-14(e)
OR RULE 15d-14(a) OF THE SECURITES 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 omrd.0-Q for the quarter ended August 1, 2009 oftfmaiics,
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 statsmeade, in light of the circumstances under whkiath
statements were made, not misleading with respebiet period covered by this report;

3. Based on my knowledge, the financial stetaisy and other financial information includedhistreport,
fairly present in all material respects the finahcondition, results of operations and cash flowthe
registrant as of, and for, the periods presentelisnreport;

4.  The registrarg’other certifying officer(s) and | are responsildleestablishing and maintaining disclos
controls and procedures (as defined in ExchangdRAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Acté&dul3a-15(f) and 15d-15(f)) for the registrant hade:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedures

to be designed under our supervision, to ensutenthaterial information relating to the registrant,
including its consolidated subsidiaries, is madevkm to us by others within those entities, paraciyl
during the period in which this report is beinggaeed;

b) Designed such internal control over financigloiing, or caused such internal control over firiah
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the réfyabil
of financial reporting and the preparation of fingh statements for external purposes in accordueuitty
generally accepted accounting principles;

c¢) Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisin
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of tHetn
the period covered by this report based on sucluatian; and

d) Disclosed in this report any change in the tegid’s internal control over financial reportirtat
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth quarter in theecaf an
annual report) that has materially affected, ae@sonably likely to materially affect, the regisit’'s
internal control over financially reporting; and

5.  The registrant’s other certifying officeréad | have disclosed, based on our most recetti@ion of
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s
board of directors (or persons performing the egjeint functions):

a) All significant deficiencies and material weakses in the design or operation of internal coravelr
financial reporting which are reasonably likelyaidversely affect the registrant’s ability to regord
process, summarize and report financial informatord

b) Any fraud, whether or not material, that invaweanagement or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

/s/ William R. Retteratl
William R. Retterath

Chief Financial Officer
Date: August 28, 2009




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 SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Daktronics, Inc. (the “Company”) for the quety
period ended July 25, 2009 as filed with the S¢iesrand Exchange Commission on the date heresf (th
“Report”), I, James B. Morgan, Chief Executive ©Offi of the Company, hereby certify, pursuant tdJ18.C.
Section 1350, as adopted pursuant to Section 9¢Gdarbanes-Oxley Act of 2002, that to my knogted

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities
Exchange Act of 1934; ar

(2 The information contained in the Report fairly prets, in all material respects, the financial
condition and results of operations of the Comp.

/s/ James B. Morga
James B. Morgan
Chief Executive Officer
August 28, 2009




EXHIBIT 32.2

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

In connection with the Quarterly Report on FormQ@f Daktronics, Inc. (the “Company”) for the quety
period ended July 25, 2009 as filed with the S¢iesrand Exchange Commission on the date heresf (th
“Report”), |, William R. Retterath, Chief Financi@lfficer of the Company, hereby certify, pursuani8
U.S.C. Section 1350, as adopted pursuant to Segfi6rof the Sarbanes-Oxley Act of 2002, that to my
knowledge:

1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities
Exchange Act of 1934; ar

(2 The information contained in the Report fairly prets, in all material respects, the financial
condition and results of operations of the Comp.

/s/ William R. Retteratl
William R. Retterath
Chief Financial Officer
August 28, 2009




