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	PART I. FINANCIAL INFORMATION
	
	
	
	
	

	Item 1. FINANCIAL STATEMENTS
	
	
	
	
	

	
	DAKTRONICS, INC. AND SUBSIDIARIES
	
	
	
	
	

	
	CONDENSED CONSOLIDATED BALANCE SHEETS
	
	
	
	
	

	
	(in thousands, except per share data)
	
	
	
	
	

	
	(unaudited)
	
	
	
	
	

	
	
	
	January 29,
	
	
	May 1,

	
	
	
	2022
	
	
	2021

	ASSETS
	
	
	
	
	

	CURRENT ASSETS:
	
	
	
	
	

	Cash and cash equivalents
	$
	30,883
	$
	77,590

	Restricted cash
	
	836
	
	
	2,812

	Marketable securities
	
	4,035
	
	
	—

	Accounts receivable, net
	
	96,710
	
	
	67,808

	Inventories
	
	111,110
	
	
	74,356

	Contract assets
	
	39,874
	
	
	32,799

	Current maturities of long-term receivables
	
	1,550
	
	
	1,462

	Prepaid expenses and other current assets
	
	12,903
	
	
	7,445

	Income tax receivables
	
	2,426
	
	
	731

	Total current assets
	
	300,327
	
	
	265,003

	
	
	
	
	
	
	

	Property and equipment, net
	
	58,262
	
	
	58,682

	Long-term receivables, less current maturities
	
	7,655
	
	
	1,635

	Goodwill
	
	8,099
	
	
	8,414

	Intangibles, net
	
	1,579
	
	
	2,083

	Investment in affiliates and other assets
	
	27,398
	
	
	27,403

	Deferred income taxes
	
	11,731
	
	
	11,944

	TOTAL ASSETS
	$
	415,051
	$
	375,164

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	LIABILITIES AND SHAREHOLDERS' EQUITY
	
	
	
	
	

	CURRENT LIABILITIES:
	
	
	
	
	

	Accounts payable
	$
	62,835
	$
	40,251

	Contract liabilities
	
	79,591
	
	
	64,495

	Accrued expenses
	
	32,031
	
	
	30,672

	Warranty obligations
	
	11,378
	
	
	10,464

	Income taxes payable
	
	545
	
	
	738

	Total current liabilities
	
	186,380
	
	
	146,620

	
	
	
	
	
	
	

	Long-term warranty obligations
	
	15,793
	
	
	15,496

	Long-term contract liabilities
	
	10,738
	
	
	10,720

	Other long-term obligations
	
	7,460
	
	
	7,816

	Long-term income taxes payable
	
	478
	
	
	548

	Deferred income taxes
	
	363
	
	
	410

	Total long-term liabilities
	
	34,832
	
	
	34,990

	
	
	
	
	
	
	

	SHAREHOLDERS' EQUITY:
	
	
	
	
	

	Common Stock, no par value, authorized 115,000,000 shares; 46,733,544 and 46,264,576 shares issued at
	
	
	
	
	

	January 29, 2022 and May 1, 2021, respectively
	
	61,794
	
	
	60,575

	Additional paid-in capital
	
	47,903
	
	
	46,595

	Retained earnings
	
	97,725
	
	
	96,016

	Treasury Stock, at cost, 1,866,526 and 1,297,409 shares at January 29, 2022 and May 1, 2021, respectively
	
	(10,101)
	
	
	(7,297)

	Accumulated other comprehensive loss
	
	(3,482)
	
	
	(2,335)

	TOTAL SHAREHOLDERS' EQUITY
	
	193,839
	
	
	193,554

	TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY
	$
	415,051
	
	$
	375,164



See notes to condensed consolidated financial statements.
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	DAKTRONICS, INC. AND SUBSIDIARIES
	
	
	
	
	
	
	
	

	
	
	CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
	
	
	
	
	
	

	
	
	(in thousands, except per share data)
	
	
	
	
	
	
	
	

	
	
	(unaudited)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Three Months Ended
	
	
	Nine Months Ended

	
	
	
	
	January 29,
	
	January 30,
	
	
	January 29,
	
	
	January 30,

	
	
	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	Net sales
	$
	139,558
	
	$
	94,139
	$
	448,767
	$
	365,150

	Cost of sales
	
	
	117,250
	
	
	70,198
	
	
	362,007
	
	
	272,134

	Gross profit
	
	
	22,308
	
	
	23,941
	
	
	86,760
	
	
	93,016

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Selling
	
	
	12,735
	
	
	12,004
	
	
	37,012
	
	
	36,214

	General and administrative
	
	
	8,328
	
	
	6,389
	
	
	24,100
	
	
	20,777

	Product design and development
	
	
	6,925
	
	
	5,784
	
	
	21,283
	
	
	20,053

	
	
	
	
	27,988
	
	
	24,177
	
	
	82,395
	
	
	77,044

	Operating (loss)income
	
	
	(5,680)
	
	
	(236)
	
	
	4,365
	
	
	15,972

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Nonoperating (expense) income:
	
	
	
	
	
	
	
	
	
	
	
	

	Interest income (expense), net
	
	
	56
	
	
	(40)
	
	
	134
	
	
	(46)

	Other (expense) income, net
	
	
	(793)
	
	
	(913)
	
	
	(2,613)
	
	
	(2,377)

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Loss) income before income taxes
	
	
	(6,417)
	
	
	(1,189)
	
	
	1,886
	
	
	13,549

	Income tax (benefit) expense
	
	
	(2,067)
	
	
	(975)
	
	
	177
	
	
	2,880

	Net (loss) income
	$
	(4,350)
	
	$
	(214)
	$
	1,709
	$
	10,669

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted average shares outstanding:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	
	
	45,223
	
	
	45,064
	
	
	45,263
	
	
	44,908

	Diluted
	
	
	45,223
	
	
	45,064
	
	
	45,442
	
	
	45,061

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	(Loss) earnings per share:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	(0.10)
	
	$
	(0.00)
	$
	0.04
	$
	0.24

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Diluted
	$
	(0.10)
	
	$
	(0.00)
	$
	0.04
	$
	0.24

	
	
	
	
	
	
	
	
	
	
	
	
	
	



See notes to condensed consolidated financial statements.
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	DAKTRONICS, INC. AND SUBSIDIARIES
	
	
	
	
	
	
	
	

	
	CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
	
	
	

	
	
	(in thousands)
	
	
	
	
	
	
	
	

	
	
	(unaudited)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Three Months Ended
	
	
	Nine Months Ended

	
	
	
	
	January 29,
	
	January 30,
	
	
	January 29,
	
	
	January 30,

	
	
	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net (loss) income
	$
	(4,350)
	
	$
	(214)
	$
	1,709
	$
	10,669

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Other comprehensive (loss) income:
	
	
	
	
	
	
	
	
	
	
	
	

	Cumulative translation adjustments
	
	
	(714)
	
	
	1,296
	
	
	(1,137)
	
	
	2,717

	Unrealized gain (loss) on available-for-sale securities, net of tax
	
	
	(10)
	
	
	—
	
	
	(10)
	
	
	—

	Total other comprehensive (loss) income, net of tax
	
	
	(724)
	
	
	1,296
	
	
	(1,147)
	
	
	2,717

	Comprehensive (loss) income
	$
	(5,074)
	
	$
	1,082
	$
	562
	$
	13,386

	
	
	
	
	
	
	
	
	
	
	
	
	
	



See notes to condensed consolidated financial statements.
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DAKTRONICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(in thousands)

(unaudited)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	

	
	
	
	
	
	Additional
	
	
	
	
	
	
	
	
	Other
	
	
	

	
	
	Common
	
	
	Paid-In
	
	
	Retained
	
	
	Treasury
	
	Comprehensive
	
	
	

	
	
	Stock
	
	
	Capital
	
	
	Earnings
	
	
	Stock
	
	
	Loss
	
	
	Total

	Balance as of May 1, 2021
	$
	60,575
	$
	46,595
	$
	96,016
	$
	(7,297)
	$
	(2,335)
	$
	193,554

	Net income
	
	—
	
	
	—
	
	
	3,685
	
	
	—
	
	
	—
	
	
	3,685

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	(373)
	
	
	(373)

	Share-based compensation
	
	—
	
	
	518
	
	
	—
	
	
	—
	
	
	—
	
	
	518

	Employee savings plan activity
	
	597
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	597

	Treasury stock reissued
	
	—
	
	
	4
	
	
	—
	
	
	196
	
	
	—
	
	
	200

	Balance as of July 31, 2021
	
	61,172
	
	
	47,117
	
	
	99,701
	
	
	(7,101)
	
	
	(2,708)
	
	
	198,181

	Net income
	
	—
	
	
	—
	
	
	2,374
	
	
	—
	
	
	—
	
	
	2,374

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	(50)
	
	
	(50)

	Share-based compensation
	
	—
	
	
	494
	
	
	—
	
	
	—
	
	
	—
	
	
	494

	Exercise of stock options
	
	3
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	3

	Tax payments related to RSU issuances
	
	—
	
	
	(199)
	
	
	—
	
	
	—
	
	
	—
	
	
	(199)

	Balance as of October 30, 2021
	
	61,175
	
	
	47,412
	
	
	102,075
	
	
	(7,101)
	
	
	(2,758)
	
	
	200,803

	Net loss
	
	—
	
	
	—
	
	
	(4,350)
	
	
	—
	
	
	—
	
	
	(4,350)

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	(714)
	
	
	(714)

	Unrealized gain (loss) on available-for-sale securities, net of
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	tax
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	(10)
	
	
	(10)

	Share-based compensation
	
	—
	
	
	491
	
	
	—
	
	
	—
	
	
	—
	
	
	491

	Exercise of stock options
	
	5
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	5

	Employee savings plan activity
	
	614
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	614

	Treasury stock purchase
	
	—
	
	
	—
	
	
	—
	
	
	(3,000)
	
	
	—
	
	
	(3,000)

	Balance as of January 29, 2022
	$
	61,794
	
	$
	47,903
	
	$
	97,725
	$
	(10,101)
	$
	(3,482)
	$
	193,839

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See notes to condensed consolidated financial statements.
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DAKTRONICS, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(continued)

(in thousands)

(unaudited)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Accumulated
	
	
	

	
	
	
	
	
	Additional
	
	
	
	
	
	
	
	
	Other
	
	
	

	
	
	Common
	
	
	Paid-In
	
	
	Retained
	
	
	Treasury
	
	Comprehensive
	
	
	

	
	
	Stock
	
	
	Capital
	
	
	Earnings
	
	
	Stock
	
	
	Loss
	
	
	Total

	Balance as of May 2, 2020
	$
	60,010
	$
	44,627
	$
	85,090
	$
	(7,470)
	$
	(5,277)
	$
	176,980

	Net income
	
	—
	
	
	—
	
	
	7,467
	
	
	—
	
	
	—
	
	
	7,467

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	1,037
	
	
	1,037

	Share-based compensation
	
	—
	
	
	539
	
	
	—
	
	
	—
	
	
	—
	
	
	539

	Treasury stock reissued
	
	—
	
	
	26
	
	
	—
	
	
	173
	
	
	—
	
	
	199

	Balance as of August 1, 2020
	
	60,010
	
	
	45,192
	
	
	92,557
	
	
	(7,297)
	
	
	(4,240)
	
	
	186,222

	Net income
	
	—
	
	
	—
	
	
	3,416
	
	
	—
	
	
	—
	
	
	3,416

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	384
	
	
	384

	Share-based compensation
	
	—
	
	
	508
	
	
	—
	
	
	—
	
	
	—
	
	
	508

	Tax payments related to RSU issuances
	
	—
	
	
	(125)
	
	
	—
	
	
	—
	
	
	—
	
	
	(125)

	Balance as of October 31, 2020
	
	60,010
	
	
	45,575
	
	
	95,973
	
	
	(7,297)
	
	
	(3,856)
	
	
	190,405

	Net loss
	
	—
	
	
	—
	
	
	(214)
	
	
	—
	
	
	—
	
	
	(214)

	Cumulative translation adjustments
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	1,296
	
	
	1,296

	Share-based compensation
	
	—
	
	
	516
	
	
	—
	
	
	—
	
	
	—
	
	
	516

	Employee savings plan activity
	
	565
	
	
	—
	
	
	—
	
	
	—
	
	
	—
	
	
	565

	Balance as of January 30, 2021
	$
	60,575
	$
	46,091
	$
	95,759
	$
	(7,297)
	$
	(2,560)
	$
	192,568

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See notes to condensed consolidated financial statements.
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	DAKTRONICS, INC. AND SUBSIDIARIES
	
	
	
	
	

	
	CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
	
	
	

	
	(in thousands)
	
	
	
	
	

	
	(unaudited)
	
	
	
	
	

	
	
	
	Nine Months Ended

	
	
	
	January 29,
	
	
	January 30,

	
	
	
	2022
	
	
	2021

	CASH FLOWS FROM OPERATING ACTIVITIES:
	
	
	
	
	

	Net income
	$
	1,709
	$
	10,669

	Adjustments to reconcile net income to net cash (used in) provided by operating activities:
	
	
	
	
	

	Depreciation and amortization
	
	11,544
	
	
	12,848

	Gain on sale of property, equipment and other assets
	
	(737)
	
	
	(244)

	Share-based compensation
	
	1,503
	
	
	1,563

	Equity in loss of investees
	
	1,966
	
	
	1,740

	Provision for doubtful accounts
	
	(600)
	
	
	1,551

	Deferred income taxes, net
	
	151
	
	
	(21)

	Change in operating assets and liabilities
	
	(41,000)
	
	
	20,115

	Net cash (used in) provided by operating activities
	
	(25,464)
	
	
	48,221

	
	
	
	
	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES:
	
	
	
	
	

	Purchases of property and equipment
	
	(10,024)
	
	
	(6,935)

	Proceeds from sales of property, equipment and other assets
	
	838
	
	
	470

	Purchases of marketable securities
	
	(4,045)
	
	
	—

	Proceeds from sales or maturities of marketable securities
	
	—
	
	
	982

	Purchases of and loans to equity investees
	
	(6,695)
	
	
	(1,328)

	Net cash used in investing activities
	
	(19,926)
	
	
	(6,811)

	
	
	
	
	
	
	

	CASH FLOWS FROM FINANCING ACTIVITIES:
	
	
	
	
	

	Principal payments on long-term obligations
	
	(200)
	
	
	(431)

	Payments for common shares repurchased
	
	(3,000)
	
	
	—

	Proceed from exercise of stock options
	
	8
	
	
	—

	Tax payments related to RSU issuances
	
	(199)
	
	
	(125)

	Net cash used in financing activities
	
	(3,391)
	
	
	(556)

	
	
	
	
	
	
	

	EFFECT OF EXCHANGE RATE CHANGES ON CASH
	
	98
	
	
	(505)

	NET (DECREASE) INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH
	
	(48,683)
	
	
	40,349

	
	
	
	
	
	
	

	CASH, CASH EQUIVALENTS AND RESTRICTED CASH:
	
	
	
	
	

	Beginning of period
	
	80,402
	
	
	40,412

	End of period
	$
	31,719
	$
	80,761

	
	
	
	
	
	
	

	Supplemental disclosures of cash flow information:
	
	
	
	
	

	Cash paid for:
	
	
	
	
	

	Interest
	$
	—
	$
	195

	Income taxes, net of refunds
	
	1,601
	
	
	1,491

	
	
	
	
	
	
	

	Supplemental schedule of non-cash investing and financing activities:
	
	
	
	
	

	Demonstration equipment transferred to inventory
	$
	53
	$
	56

	Purchases of property and equipment included in accounts payable
	
	1,795
	
	
	527

	Contributions of common stock under the ESPP
	
	1,211
	
	
	565



See notes to condensed consolidated financial statements.

6
[image: ]

Table of Contents

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (dollar amounts in thousands, except per share data) (unaudited)


Note 1. Basis of Presentation

Daktronics, Inc. and its subsidiaries (the “Company”, “Daktronics”, “we”, “our”, or “us”) are the world's industry leader in designing and manufacturing electronic scoreboards, programmable display systems and large screen video displays for sporting, commercial and transportation applications.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements contain all adjustments (consisting of normal recurring adjustments) necessary to fairly present our financial position, results of operations and cash flows for the periods presented. The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America ("GAAP") requires management to make estimates and assumptions affecting the reported amounts therein. Due to the inherent uncertainty involved in making estimates, actual results in future periods may differ from those estimates.

Certain information and disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or omitted. The balance sheet at May 1, 2021, has been derived from the audited financial statements at that date, but it does not include all the information and disclosures required by GAAP for complete financial statements. These financial statements should be read in conjunction with our financial statements and notes thereto for the year ended May 1, 2021, which are contained in our Annual Report on Form 10-K previously filed with the Securities and Exchange Commission ("SEC"). The results of operations for the interim periods presented are not necessarily indicative of results that may be expected for any other interim period or for the full fiscal year.

Daktronics, Inc. operates on a 52- or 53-week fiscal year, with our fiscal year ending on the Saturday closest to April 30 of each year. When April 30 falls on a Wednesday, the fiscal year ends on the preceding Saturday. Within each fiscal year, each quarter is comprised of 13-week periods following the beginning of each fiscal year. In each 53-week year, an additional week is added to the first quarter, and each of the last three quarters is comprised of a 13-week period. The nine months ended January 29, 2022 and January 30, 2021, contained operating results for 39 weeks.

The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the condensed consolidated balance sheets that sum to the totals of the same amounts shown in the condensed consolidated statements of cash flows. Restricted cash consists of cash and cash equivalents held in bank deposit accounts to secure issuances of foreign bank guarantees.

	
	
	January 29,
	
	
	January 30,
	

	
	
	2022
	
	
	2021
	

	Cash and cash equivalents
	$
	30,883
	$
	76,877
	

	Restricted cash
	
	836
	
	
	3,884
	

	Total cash, cash equivalents, and restricted cash shown in the condensed consolidated statements of cash
	$
	31,719
	
	$
	80,761
	

	flows
	
	
	
	
	
	



Other Business Developments

Impacts to and changes in global economic conditions are expected as the world economies recover from the COVID-19 pandemic, adjust to supply chain conditions and disruptions, and react to the evolving war and geopolitical environment. Our ability to fund operations and capital expenditures in the future will be dependent on our ability to generate cash flow from operations in these conditions, to maintain or improve margins, and to use funds from our credit facility or other funding sources.

We anticipate needing to utilize a portion of our line of credit which expires in November 2022, and there can be no assurances that we will be successful in renewing the line of credit with sufficient capacity or that we will otherwise be able to obtain sufficient cash. However, based on our initial discussions with lenders and other alternatives we have available to us, such as increasing prices of our goods and services, reducing capital expenditures, reducing operating expenses, negotiating longer payment terms to our suppliers, and obtaining other forms of debt or equity financing, we believe it is probable our existing cash balances and future actions will be sufficient to fund our normal business operations over the next twelve months from the date of this Report.

Recent Accounting Pronouncements

There have been no material changes to our significant accounting policies and estimates as described in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021.

Accounting Standards Adopted

There are no significant Accounting Standard Updates ("ASUs") issued that we adopted as of January 29, 2022.

Accounting Standards Not Yet Adopted

In November 2021, the Financial Accounting Standards Board ("FASB") issued ASU 2021-10, Government Assistance (Topic 832): Disclosures by Business Entities About Government Assistance ("ASU 2021-10"), which requires business entities to disclose information about transactions with a government that are accounted for by applying a grant or contribution model by analogy. For transactions covered by ASU 2021-10, the new standard requires the disclosure of information about the nature of the transaction, including significant terms and conditions, as well as the amounts and specific financial statement line items affected by the transaction. ASU 2021-10 is effective for annual periods beginning after December 15, 2021, which for us is the first quarter of fiscal 2023. Early adoption is permitted. The Company does not expect the adoption of ASU 2021-10 to have a material impact on future disclosures.
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Note 2. Investments in Affiliates

The aggregate amount of our investments in affiliates accounted for under the equity method was $17,921 and $19,887 as of January 29, 2022 and May 1, 2021, respectively. Our proportional share of the respective affiliates' earnings or losses is included in the "Other (expense) income, net" line item in our condensed consolidated statements of operations. For the three and nine months ended January 29, 2022, our share of the losses of our affiliates was $401 and $1,966 as compared to $595 and $1,740 for the three and nine months ended January 30, 2021. We purchased services for research and development activities from our equity method investees. The total of these related party transactions was $1,520 for the nine months ended January 29, 2022, which is included in the "Product design and development" line item in our condensed consolidated statement of operations, and $117 of this remains unpaid and is included in the "Accounts payable " line item in our condensed consolidated balance sheet. We have loaned equity investees $6,335, which is evidenced by convertible notes (“Notes”) and included in the “Long-term receivables, less current maturities" line item in our condensed consolidated balance sheet.


Note 3. Earnings Per Share ("EPS")

The following is a reconciliation of the net income and common share amounts used in the calculation of basic and diluted EPS for the three and nine months ended January 29, 2022 and January 30, 2021:

	
	
	
	
	
	
	
	
	Per share (loss)

	
	
	Net (loss) income
	
	Shares
	
	
	income

	For the three months ended January 29, 2022
	
	
	
	
	
	
	
	

	Basic (loss) earnings per share
	$
	(4,350)
	45,223
	$
	(0.10)

	Dilution associated with stock compensation plans
	
	
	—
	
	—
	
	
	—

	Diluted (loss) earnings per share
	
	$
	(4,350)
	
	45,223
	
	$
	(0.10)

	
	
	
	
	
	
	
	
	

	For the three months ended January 30, 2021
	
	
	
	
	
	
	
	

	Basic (loss) earnings per share
	$
	(214)
	45,064
	$
	(0.00)

	Dilution associated with stock compensation plans
	
	
	—
	
	—
	
	
	—

	Diluted (loss) earnings per share
	$
	(214)
	45,064
	$
	(0.00)

	
	
	
	
	
	
	
	
	

	For the nine months ended January 29, 2022
	
	
	
	
	
	
	
	

	Basic earnings per share
	$
	1,709
	45,263
	$
	0.04

	Dilution associated with stock compensation plans
	
	
	—
	
	179
	
	
	—

	Diluted earnings per share
	$
	1,709
	45,442
	$
	0.04

	
	
	
	
	
	
	
	
	

	For the nine months ended January 30, 2021
	
	
	
	
	
	
	
	

	Basic earnings per share
	$
	10,669
	44,908
	$
	0.24

	Dilution associated with stock compensation plans
	
	
	—
	
	153
	
	
	—

	Diluted earnings per share
	$
	10,669
	45,061
	$
	0.24

	
	
	
	
	
	
	
	
	



Options outstanding to purchase 2,216 shares of common stock with a weighted average exercise price of $8.17 for the three months ended January 29, 2022 and 2,337 shares of common stock with a weighted average exercise price of $8.70 for the three months ended January 30, 2021 were not included in the computation of diluted earnings per share because the effects would be anti-dilutive.

Options outstanding to purchase 1,857 shares of common stock with a weighted average exercise price of $9.26 for the nine months ended January 29, 2022 and 2,268 shares of common stock with a weighted average exercise price of $9.29 for the nine months ended January 30, 2021 were not included in the computation of diluted earnings per share because the effects would be anti-dilutive.


Note 4. Revenue Recognition

Disaggregation of revenue

The following table presents our disaggregation of revenue by segments:

	
	
	
	
	
	
	Three Months Ended January 29, 2022
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	High School
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Park and
	
	
	
	
	
	
	
	
	

	
	
	Commercial
	
	
	Live Events
	
	
	
	Recreation
	
	Transportation
	
	
	International
	
	
	Total

	Type of performance obligation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unique configuration
	$
	4,112
	$
	25,950
	$
	4,167
	$
	9,803
	$
	8,606
	$
	52,638

	Limited configuration
	
	32,081
	
	
	6,843
	
	
	
	18,717
	
	
	5,269
	
	
	10,453
	
	
	73,363

	Service and other
	
	3,902
	
	
	6,264
	
	
	
	837
	
	
	751
	
	
	1,803
	
	
	13,557

	
	$
	40,095
	$
	39,057
	$
	23,721
	$
	15,823
	$
	20,862
	$
	139,558

	Timing of revenue recognition
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Goods/services transferred at a point in time
	$
	32,829
	$
	8,540
	$
	17,351
	$
	5,576
	$
	10,967
	$
	75,263

	Goods/services transferred over time
	
	7,266
	
	
	30,517
	
	
	
	6,370
	
	
	10,247
	
	
	9,895
	
	
	64,295

	
	$
	40,095
	$
	39,057
	$
	23,721
	$
	15,823
	$
	20,862
	$
	139,558
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	Nine Months Ended January 29, 2022
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	High School
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Park and
	
	
	
	
	
	
	
	
	
	

	
	
	Commercial
	
	
	Live Events
	
	
	
	Recreation
	
	Transportation
	
	
	International
	
	
	Total

	Type of performance obligation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unique configuration
	$
	12,258
	$
	110,986
	$
	15,241
	$
	25,320
	$
	26,051
	$
	189,856

	Limited configuration
	
	83,965
	
	
	21,510
	
	
	
	66,590
	
	
	15,173
	
	
	32,464
	
	
	219,702

	Service and other
	
	11,116
	
	
	18,344
	
	
	
	2,531
	
	
	1,941
	
	
	5,277
	
	
	39,209

	
	$
	107,339
	$
	150,840
	$
	84,362
	$
	42,434
	$
	63,792
	$
	448,767

	Timing of revenue recognition
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Goods/services transferred at a point in time
	$
	85,570
	$
	26,877
	$
	62,407
	$
	15,781
	$
	33,801
	$
	224,436

	Goods/services transferred over time
	
	21,769
	
	
	123,963
	
	
	
	21,955
	
	
	26,653
	
	
	29,991
	
	
	224,331

	
	$
	107,339
	$
	150,840
	$
	84,362
	$
	42,434
	$
	63,792
	$
	448,767

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Three Months Ended January 30, 2021
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	High School
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Park and
	
	
	
	
	
	
	
	
	
	

	
	
	Commercial
	
	
	Live Events
	
	
	
	Recreation
	
	Transportation
	
	
	International
	
	
	Total

	Type of performance obligation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unique configuration
	$
	2,087
	$
	14,006
	$
	3,604
	$
	7,880
	$
	5,155
	$
	32,732

	Limited configuration
	
	24,630
	
	
	4,536
	
	
	
	10,424
	
	
	3,273
	
	
	7,391
	
	
	50,254

	Service and other
	
	3,368
	
	
	4,788
	
	
	
	616
	
	
	616
	
	
	1,765
	
	
	11,153

	
	$
	30,085
	$
	23,330
	$
	14,644
	$
	11,769
	$
	14,311
	$
	94,139

	Timing of revenue recognition
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Goods/services transferred at a point in time
	$
	25,092
	$
	5,720
	$
	9,163
	$
	3,436
	$
	7,785
	$
	51,196

	Goods/services transferred over time
	
	4,993
	
	
	17,610
	
	
	
	5,481
	
	
	8,333
	
	
	6,526
	
	
	42,943

	
	$
	30,085
	$
	23,330
	$
	14,644
	$
	11,769
	$
	14,311
	$
	94,139

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	Nine Months Ended January 30, 2021
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	High School
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Park and
	
	
	
	
	
	
	
	
	
	

	
	
	Commercial
	
	
	Live Events
	
	
	
	Recreation
	
	Transportation
	
	
	International
	
	
	Total

	Type of performance obligation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unique configuration
	$
	14,322
	$
	83,283
	$
	16,363
	$
	24,579
	$
	15,534
	$
	154,081

	Limited configuration
	
	69,796
	
	
	14,566
	
	
	
	52,808
	
	
	15,364
	
	
	24,268
	
	
	176,802

	Service and other
	
	10,829
	
	
	14,777
	
	
	
	1,994
	
	
	1,647
	
	
	5,020
	
	
	34,267

	
	$
	94,947
	$
	112,626
	$
	71,165
	$
	41,590
	$
	44,822
	$
	365,150

	Timing of revenue recognition
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Goods/services transferred at a point in time
	$
	71,210
	$
	18,670
	$
	48,249
	$
	15,740
	$
	25,432
	$
	179,301

	Goods/services transferred over time
	
	23,737
	
	
	93,956
	
	
	
	22,916
	
	
	25,850
	
	
	19,390
	
	
	185,849

	
	$
	94,947
	$
	112,626
	$
	71,165
	$
	41,590
	$
	44,822
	$
	365,150

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



See "Note 5. Segment Reporting" for a disaggregation of revenue by geography.

Contract balances

Contract assets represent revenue recognized in excess of amounts billed and include unbilled receivables. Unbilled receivables, which represent an unconditional right to payment subject only to the passage of time, are reclassified to accounts receivable when they are billed according to the contract terms. Contract liabilities represent amounts billed to the customers in excess of revenue recognized to date.

	The following table reflects the changes in our contract assets and liabilities:
	
	
	
	
	
	
	
	
	
	

	
	
	January 29,
	
	
	May 1,
	
	
	Dollar
	
	Percent

	
	
	2022
	
	
	2021
	
	
	Change
	
	Change

	Contract assets
	$
	39,874
	$
	32,799
	$
	7,075
	21.6%

	Contract liabilities - current
	
	79,591
	
	
	64,495
	
	
	15,096
	23.4%

	Contract liabilities - noncurrent
	
	10,738
	
	
	10,720
	
	
	18
	0.2%



The changes in our contract assets and contract liabilities from May 1, 2021 to January 29, 2022 were due to the timing of billing schedules and revenue recognition, which can vary significantly depending on the contractual payment terms and the construction and sports market seasonality. We had no impairments of contract assets for the nine months ended January 29, 2022.

For service-type warranty contracts, we allocate revenue to this performance obligation, recognize the revenue over time, and recognize costs as incurred. Earned and unearned revenues for these contracts are included in the "Contract assets" and "Contract liabilities" line items in our condensed consolidated balance sheets. Changes in unearned service-type warranty contracts, net were as follows:




Balance at beginning of period
[image: ]

New contracts sold
[image: ]
Less: reductions for revenue recognized

Foreign currency translation and other
[image: ]

Balance at end of period
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January 29,

2022
[image: ]
· 24,590

33,145

(30,337)

(400)
[image: ]
· 26,998

As of January 29, 2022 and May 1, 2021, our contracts in progress that were identified as loss contracts were immaterial. For these contracts, the provision for losses is included in the "Accrued expenses" line item in our condensed consolidated balance sheets.

During the nine months ended January 29, 2022, we recognized revenue of $47,356 related to our contract liabilities as of May 1, 2021.

Remaining performance obligations

As of January 29, 2022, the aggregate amount of the transaction price allocated to the remaining performance obligations was $412,675. We expect approximately $378,092 of our remaining performance obligations to be recognized over the next 12 months, with the remainder recognized thereafter. Remaining performance obligations related to product and service agreements at January 29, 2022 are $353,345 and $59,330, respectively. Although remaining performance obligations reflect business that is considered to be legally binding, cancellations, deferrals or scope adjustments may occur. Any known project cancellations, revisions to project scope and cost, foreign currency exchange fluctuations, and project deferrals are reflected or excluded in the remaining performance obligation balance, as appropriate.


Note 5. Segment Reporting

The following table sets forth certain financial information for each of our five reporting segments for the periods indicated:

	
	
	Three Months Ended
	
	
	Nine Months Ended

	
	
	January 29,
	
	
	January 30,
	
	
	January 29,
	
	
	January 30,

	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021

	Net sales:
	
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	40,095
	$
	30,085
	$
	107,339
	$
	94,947

	Live Events
	
	39,057
	
	
	23,330
	
	
	150,840
	
	
	112,626

	High School Park and Recreation
	
	23,721
	
	
	14,644
	
	
	84,362
	
	
	71,165

	Transportation
	
	15,823
	
	
	11,769
	
	
	42,434
	
	
	41,590

	International
	
	20,862
	
	
	14,311
	
	
	63,792
	
	
	44,822

	
	
	139,558
	
	
	94,139
	
	
	448,767
	
	
	365,150

	
	
	
	
	
	
	
	
	
	
	
	

	Gross profit:
	
	
	
	
	
	
	
	
	
	
	

	Commercial
	
	8,239
	
	
	8,410
	
	
	22,862
	
	
	24,730

	Live Events
	
	3,094
	
	
	4,256
	
	
	17,261
	
	
	20,910

	High School Park and Recreation
	
	6,958
	
	
	6,437
	
	
	27,216
	
	
	25,410

	Transportation
	
	4,108
	
	
	3,845
	
	
	12,263
	
	
	14,300

	International
	
	(91)
	
	
	993
	
	
	7,158
	
	
	7,666

	
	
	22,308
	
	
	23,941
	
	
	86,760
	
	
	93,016

	
	
	
	
	
	
	
	
	
	
	
	

	Operating expenses:
	
	
	
	
	
	
	
	
	
	
	

	Selling
	
	12,735
	
	
	12,004
	
	
	37,012
	
	
	36,214

	General and administrative
	
	8,328
	
	
	6,389
	
	
	24,100
	
	
	20,777

	Product design and development
	
	6,925
	
	
	5,784
	
	
	21,283
	
	
	20,053

	
	
	27,988
	
	
	24,177
	
	
	82,395
	
	
	77,044

	Operating (loss) income
	
	(5,680)
	
	
	(236)
	
	
	4,365
	
	
	15,972

	
	
	
	
	
	
	
	
	
	
	
	

	Nonoperating income (expense):
	
	
	
	
	
	
	
	
	
	
	

	Interest (expense) income, net
	
	56
	
	
	(40)
	
	
	134
	
	
	(46)

	Other (expense) income, net
	
	(793)
	
	
	(913)
	
	
	(2,613)
	
	
	(2,377)

	(Loss) income before income taxes
	$
	(6,417)
	$
	(1,189)
	$
	1,886
	$
	13,549

	
	
	
	
	
	
	
	
	
	
	
	

	Depreciation and amortization:
	
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	646
	$
	760
	$
	1,949
	$
	2,253

	Live Events
	
	1,275
	
	
	1,436
	
	
	3,860
	
	
	4,311

	High School Park and Recreation
	
	318
	
	
	464
	
	
	1,096
	
	
	1,452

	Transportation
	
	136
	
	
	233
	
	
	402
	
	
	704

	International
	
	703
	
	
	738
	
	
	2,181
	
	
	2,132

	Unallocated corporate depreciation
	
	677
	
	
	653
	
	
	2,056
	
	
	1,996

	
	$
	3,755
	$
	4,284
	$
	11,544
	$
	12,848

	
	
	
	
	
	
	
	
	
	
	
	



No single geographic area comprises a material amount of our net sales or property and equipment, net of accumulated depreciation, other than the United States. The following table presents information about net sales and property and equipment, net of accumulated depreciation, in the United States and elsewhere:

	
	
	
	Three Months Ended
	
	
	Nine Months Ended
	

	
	
	
	January 29,
	
	
	January 30,
	
	
	January 29,
	
	
	January 30,
	

	
	
	
	2022
	
	
	2021
	
	
	2022
	
	
	2021
	

	Net sales:
	
	
	
	
	
	
	
	
	
	
	
	
	

	United States
	$
	112,389
	$
	78,152
	$
	374,692
	$
	314,674
	

	Outside United States
	
	
	27,169
	
	
	15,987
	
	
	74,075
	
	
	50,476
	

	
	$
	139,558
	$
	94,139
	$
	448,767
	$
	365,150
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	January 29,
	
	
	May 1,

	
	
	2022
	
	
	2021

	Property and equipment, net of accumulated depreciation:
	
	
	
	
	

	United States
	$
	50,271
	$
	50,130

	Outside United States
	
	7,991
	
	
	8,552

	
	$
	58,262
	$
	58,682

	
	
	
	
	
	




We have numerous customers worldwide for sales of our products and services. No customer accounted for 10 percent or more of net sales for the three and nine months ended January 29, 2022; therefore, we are not economically dependent on a limited number of customers for the sale of our products and services.

We have numerous raw material and component suppliers, and no supplier accounts for 10 percent or more of our cost of sales; however, we have a number of single-source suppliers that could limit our supply or cause delays in obtaining raw material and components needed in manufacturing.

Note 6. Goodwill

The changes in the carrying amount of goodwill related to each reportable segment for the nine months ended January 29, 2022 were as follows:

	
	
	Live Events
	
	Commercial
	
	Transportation
	
	International
	
	
	Total

	Balance as of May 1, 2021
	$
	2,313
	$
	3,464
	$
	84
	$
	2,553
	$
	8,414

	Foreign currency translation
	
	(13)
	
	
	(90)
	
	
	(13)
	
	
	(199)
	
	
	(315)

	Balance as of January 29, 2022
	$
	2,300
	
	$
	3,374
	
	$
	71
	
	$
	2,354
	
	$
	8,099



We perform an analysis of goodwill on an annual basis, and it is tested for impairment more frequently if events or changes in circumstances indicate that an asset might be impaired. Our annual analysis is performed during our third quarter of each fiscal year based on the goodwill amount as of the first business day of our third fiscal quarter. We performed our annual impairment test on October 31, 2021 and concluded no goodwill impairment existed.

Note 7. Financing Agreements

As of January 29, 2022, there were no advances under the loan portion of our line of credit, and the balance of letters of credit outstanding was approximately $4,463. As of January 29, 2022, $30,537 of the credit facility remains in place and available.

We are sometimes required to obtain bank guarantees or other financial instruments for display installations. If we are unable to meet the terms of the arrangement, our customer would draw on the banking arrangement, and the bank would subrogate its loss to Daktronics. As of January 29, 2022, we had $715 of such instruments outstanding.

As of January 29, 2022, we were in compliance with all applicable bank loan covenants.


Note 8. Commitments and Contingencies

Litigation: We are a party to legal proceedings and claims which arise during the ordinary course of business. For unresolved legal proceedings or claims, we do not believe there is a reasonable probability that any material loss will be incurred. Accordingly, no material accrual or disclosure of a potential range of loss has been made related to these matters. We do not expect the ultimate liability of these unresolved legal proceedings or claims to have a material effect on our financial position, liquidity or capital resources.


Warranties: Changes in our warranty obligation for the nine months ended January 29, 2022 consisted of the following:



Beginning accrued warranty obligations
[image: ]

Warranties issued during the period
[image: ]
Settlements made during the period

Changes in accrued warranty obligations for pre-existing warranties during the period, including expirations Ending accrued warranty obligations
[image: ]




January 29,

2022
[image: ]
· 25,960

7,529

(5,782)

(536)
[image: ]
· 27,171


Performance guarantees: We have entered into standby letters of credit, bank guarantees and surety bonds with financial institutions relating to the guarantee of our future performance on contracts, primarily construction-type contracts. As of January 29, 2022, we had outstanding letters of credit, bank guarantees and surety bonds in the amount of $4,463, $715 and $39,150, respectively. Performance guarantees are issued to certain customers to guarantee the operation and installation of the equipment and our ability to complete a contract. These performance guarantees have various terms but are generally one year. We enter into written agreements with our customers, and those agreements often contain indemnification provisions that require us to make the customer whole if certain acts or omissions by us cause the customer financial loss. We make efforts to negotiate reasonable caps and limitations on the recovery of such damages. As of January 29, 2022, we were not aware of any indemnification claim from a customer.
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Note 9. Income Taxes

The provision for income taxes during interim reporting periods is calculated by applying an estimate of the annual effective tax rate to “ordinary” income or loss for the reporting period, adjusted for discrete items. Due to various factors, including our estimate of annual income, our effective tax rate is subject to fluctuation.

Our effective tax rate for the three and nine months ended January 29, 2022 reflected effective tax rates of 32.2 percent and 9.4 percent, respectively, as compared to effective tax rates of 82.0 percent and 21.3 percent tax for the three and nine months ended January 30, 2021. The difference in tax rates is primarily driven by an increase in estimated permanent tax costs such as BEAT and GILTI proportionate to a decrease in estimated pre-tax earnings in the third quarter of fiscal 2022 compared to no change in the estimated tax rate from the second quarter to the third quarter of fiscal 2021. Additionally, a return to provision expense was recorded for the third quarter of fiscal 2022 which impacted the overall effective rate compared to a return to provision benefit recorded in fiscal 2021.

We operate both domestically and internationally and, as of January 29, 2022, undistributed earnings of our foreign subsidiaries were considered to be reinvested indefinitely. Additionally, as of January 29, 2022, we had $478 of unrecognized tax benefits which would reduce our effective tax rate if recognized.


Note 10. Fair Value Measurement

The following table sets forth by Level within the fair value hierarchy our financial assets and liabilities that were accounted for at fair value on a recurring

basis at January 29, 2022 and May 1, 2021 according to the valuation techniques we used to determine their fair values. There have been no transfers of

assets or liabilities among the fair value hierarchies presented.

,

	
	
	
	
	
	Fair Value Measurements
	
	
	

	
	
	Level 1
	
	
	Level 2
	
	
	Level 3
	
	
	Total

	Balance as of January 29, 2022
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	$
	30,883
	$
	—
	$
	—
	$
	30,883

	Restricted cash
	
	836
	
	
	—
	
	
	—
	
	
	836

	Available-for-sale securities:
	
	
	
	
	
	
	
	
	
	
	

	US Government Securities
	
	3,489
	
	
	
	
	
	
	
	
	3,489

	US Government sponsored entities
	
	—
	
	
	547
	
	
	—
	
	
	547

	Derivatives - asset position
	
	—
	
	
	227
	
	
	—
	
	
	227

	Derivatives - liability position
	
	—
	
	
	(41)
	
	
	—
	
	
	(41)

	
	$
	35,208
	
	$
	733
	
	$
	—
	
	$
	35,941

	Balance as of May 1, 2021
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	$
	77,590
	$
	—
	$
	—
	$
	77,590

	Restricted cash
	
	2,812
	
	
	—
	
	
	—
	
	
	2,812

	Derivatives - asset position
	
	—
	
	
	4
	
	
	—
	
	
	4

	Derivatives - liability position
	
	—
	
	
	(261)
	
	
	—
	
	
	(261)

	Acquisition-related contingent consideration
	
	—
	
	
	—
	
	
	(363)
	
	
	(363)

	
	$
	80,402
	$
	(257)
	$
	(363)
	$
	79,782

	
	
	
	
	
	
	
	
	
	
	
	



A roll forward of the Level 3 contingent liabilities, both short- and long-term, for the nine months ended January 29, 2022 is as follows:

	Acquisition-related contingent consideration as of May 1, 2021
	$
	363

	Additions
	
	
	33

	Settlements
	
	
	(400)

	Interest
	
	
	4

	Acquisition-related contingent consideration as of January 29, 2022
	
	$
	—



There have been no changes in the valuation techniques used by us to value our financial instruments since the end of fiscal 2021. For additional information, see our Annual Report on Form 10-K for the fiscal year ended May 1, 2021 for the methods and assumptions used to estimate the fair value of each class of financial instrument.


Note 11. Share Repurchase Program

On June 17, 2016, our Board of Directors approved a stock repurchase program under which we may purchase up to $40,000 of the Company's outstanding shares of common stock. Under this program, we may repurchase shares from time to time in open market transactions and in privately negotiated transactions based on business, market, applicable legal requirements and other considerations. The repurchase program does not require the repurchase of a specific number of shares and may be terminated at any time.

In April 2020, the Board had suspended the program. On December 2, 2021, the Board of Directors of Daktronics voted to reauthorize the stock repurchase program.

During the nine months ended January 29, 2022, we repurchased 600 shares of common stock at a total cost of $3,000. As of January 29, 2022, we had $29,539 of remaining capacity under our current share repurchase program.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FORWARD-LOOKING STATEMENTS

This section entitled "Management’s Discussion and Analysis of Financial Condition and Results of Operations" (“MD&A”) is intended to provide a reader of our financial statements with a narrative from the perspective of management on our financial condition, results of operations, liquidity, and certain other factors that may affect our future results. The MD&A provides a narrative analysis explaining the reasons for material changes in the Company’s (i) financial condition during the period from the most recent fiscal year-end, May 1, 2021, to and including January 29, 2022 and (ii) results of operations during the current fiscal period(s) as compared to the corresponding period(s) of the preceding fiscal year.

This Quarterly Report on Form 10-Q, including the MD&A, contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These statements reflect our current views with respect to future events and financial performance. The words “believe,” “expect,” “anticipate,” “intend,” “estimate,” “forecast,” “project,” “should,” "will," "continue" and similar expressions are intended to identify “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Any and all forecasts and projections in this document are “forward looking statements” and are based on management’s current expectations or beliefs. From time to time, we may also provide oral and written forward-looking statements in other materials we release to the public, such as press releases, presentations to securities analysts or investors, or other communications by us. Any or all of our forward-looking statements in this report and in any public statements we make could be materially different from actual results. Accordingly, we wish to caution investors that any forward-looking statements made by or on behalf of us are subject to uncertainties and other factors that could cause actual results to differ materially from such statements.

We also wish to caution investors that other factors might in the future prove to be important in affecting our results of operations. New factors emerge from time to time; it is not possible for management to predict all of such factors, nor can it assess the impact of each such factor on the business or the extent to which any factor, or a combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements.

We undertake no obligation to update publicly or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

Our MD&A should be read in conjunction with the Consolidated Financial Statements and related Notes included in Item 1 of Part 1 of this Quarterly Report on Form 10-Q and our Annual Report on Form 10-K for the fiscal year ended May 1, 2021 (including the information presented therein under Risk Factors), as well other publicly available information about our Company.

OVERVIEW

We are engaged principally in the design, market, and manufacture of a wide range of integrated electronic display systems and related products which are sold in a variety of markets throughout the world and the rendering of related maintenance and professional services. We focus our sales and marketing efforts on markets, geographical regions and products. Our five business segments consist of four domestic business units and the International business unit. The four domestic business units consist of Commercial, Live Events, High School Park and Recreation, and Transportation, all of which include the geographic territories of the United States and Canada.

The following selected financial data should be read in conjunction with our Annual Report on Form 10-K for the year ended May 1, 2021 and the consolidated financial statements set forth in that Annual Report on Form 10-K, including the notes to consolidated financial statements included therein.

CORONAVIRUS ("COVID-19") PANDEMIC, SUPPLY CHAIN DISRUPTIONS AND DELAYS, AND CURRENT CONDITIONS

Impacts to and changes in global economic conditions are expected as the world economies recover from the COVID-19 pandemic, adjust to supply chain conditions and disruptions, and react to the evolving war and geopolitical environment. We continue to monitor guidance from international and domestic authorities regarding the COVID-19 pandemic and may take additional actions based on their requirements and recommendations. Since late fiscal 2021, our order and quoting activities have increased, creating a strong backlog and positive outlook; however, there is no assurance that this trend will continue in future quarters.

Supply chain disruptions continue as a result of several factors including the pandemic, shipping container shortages, labor shortages, and changes in global demand. We are specifically impacted by the global shortage of semiconductors and related electronic components. We have experienced increased input costs in many areas including material, commodity, freight, and tariff costs and increased personnel spend throughout the 2022 fiscal year. We have responded to input cost increases by increasing pricing and we began quoting at the new price levels in the third quarter of fiscal 2022. We will continue to monitor our supply chains and our marketplaces and adapt our pricing methodologies as we see appropriate.

Although we cannot predict the length or severity of these conditions, we expect continued disruptions in obtaining material, commodities, labor, and freight availability and an increase in inflation as the world economies react to and recover from the pandemic. We also expect impacts to the global economic conditions in reaction to the evolving war and geopolitical environment. Due to longer planning horizons and volatility in supply chains, we plan to carry higher quantities of inventory and anticipate changes in the timing of payments from our customers as we work through different disruptions and fulfill our backlog, all likely creating a consumption of cash. We are also planning additional cash use for capital spending to grow our manufacturing capacity.

We anticipate needing to utilize a portion of our line of credit which expires in November 2022, and there can be no assurances that we will be successful in renewing the line of credit with sufficient capacity or that we will otherwise be able to obtain sufficient cash. However, based on our initial discussions with lenders and other alternatives we have available to us, such as increasing prices of our goods and services, reducing capital expenditures, reducing operating expenses, negotiating longer payment terms to our suppliers, and obtaining other forms of debt or equity financing, we believe it is probable our existing cash balances and future actions will be sufficient to fund our normal business operations over the next twelve months from the date of this Report.

All of these conditions will cause volatility in our cash flow, pricing, order volumes, lead-times, competitiveness, revenue cycles, and production costs and it is reasonably likely these conditions will negatively affect our financial conditions of operations and cashflows throughout the remainder of fiscal 2022 and have some negative impact into fiscal 2023. However, the full impact to our financial condition, results of operations and cash flows cannot be determined at this time.

Refer to the COVID-19 and raw material and component related risk factors disclosed in Item 1A of Part I in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021.
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RESULTS OF OPERATIONS

COMPARISON OF THE THREE MONTHS ENDED JANUARY 29, 2022 AND JANUARY 30, 2021

Product Order Backlog

Backlog represents the dollar value of orders for integrated electronic display systems and related products and services which are expected to be recognized in net sales in the future. Orders are contractually binding purchase commitments from customers. Orders are included in backlog when we are in receipt of an executed contract and any required deposits or security and have not yet been recognized into net sales. Certain orders for which we have received binding letters of intent or contracts will not be included in backlog until all required contractual documents and deposits are received. Orders and backlog are not measures defined by accounting principles generally accepted in the United States of America ("GAAP"), and our methodology for determining orders and backlog may vary from the methodology used by other companies in determining their orders and backlog amounts.

Order and backlog levels provide management and investors additional details surrounding the results of our business activities in the marketplace and highlights fluctuation caused by seasonality and our large project business. Management uses orders to evaluate market share and performance in the competitive environment. Management uses backlog information for capacity and resource planning. We believe order information is useful to investors because it provides an indication of our market share and future revenues.

Our product order backlog as of January 29, 2022 was $353 million as compared to $195 million as of January 30, 2021 and $282 million at October 30, 2021, which was the end of our second quarter of fiscal 2022. We expect to fulfill the backlog as of January 29, 2022 within the next 24 months. The timing and our ability to fulfill backlog may be impacted by project delays resulting from the COVID-19 pandemic and supply chain issues.

Net Sales

The following table shows information regarding net sales for the three months ended January 29, 2022 and January 30, 2021:

	
	
	
	
	
	
	Three Months Ended
	
	

	
	
	
	January 29,
	
	
	January 30,
	
	
	Dollar
	
	Percent

	(in thousands)
	
	2022
	
	
	2021
	
	
	Change
	
	Change

	
	
	
	
	
	
	
	
	
	
	
	

	Net sales:
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	40,095
	$
	30,085
	$
	10,010
	33.3%

	Live Events
	
	39,057
	
	
	23,330
	
	
	15,727
	67.4

	High School Park and Recreation
	
	23,721
	
	
	14,644
	
	
	9,077
	62.0

	Transportation
	
	15,823
	
	
	11,769
	
	
	4,054
	34.4

	International
	
	20,862
	
	
	14,311
	
	
	6,551
	
	45.8

	
	
	$
	139,558
	$
	94,139
	$
	45,419
	48.2%

	Orders:
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	47,012
	$
	34,806
	$
	12,206
	35.1%

	Live Events
	
	79,478
	
	
	11,075
	
	
	68,403
	617.6

	High School Park and Recreation
	
	35,884
	
	
	16,366
	
	
	19,518
	119.3

	Transportation
	
	20,810
	
	
	12,991
	
	
	7,819
	60.2

	International
	
	31,605
	
	
	11,650
	
	
	19,955
	
	171.3

	
	
	$
	214,789
	$
	86,888
	$
	127,901
	147.2%

	
	
	
	
	
	
	
	
	
	
	
	



For the fiscal 2022 third quarter, net sales were $139.6 million, an increase of $45.4 million from the prior year's third quarter. The year-over-year growth was driven by increased orders. Material supply shortages are creating an increase in lead times and extending the timing of converting some orders to sales in the near-term. We expect supply chain conditions to persist through the calendar year.

Order volume increased across all business units in the third quarter of fiscal 2022, reflecting the continued recovery from the impact of the global pandemic among our customers. The pandemic recovery in regions around the world has varied. Some countries have eased travel restrictions and we have seen business in those locations increase. However, other countries still continue to deal with the ongoing challenges of the pandemic.

	Gross Profit and Contribution Margin
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Three Months Ended
	
	

	
	
	
	January 29, 2022
	
	
	January 30, 2021

	
	
	
	
	
	As a Percent
	
	
	
	
	As a Percent

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Amount
	
	of Net Sales

	
	
	
	
	
	
	
	
	
	
	

	Gross Profit:
	
	
	
	
	
	
	
	
	

	Commercial
	$
	8,239
	20.5%
	$
	8,410
	28.0%

	Live Events
	
	3,094
	7.9
	
	
	4,256
	18.2

	High School Park and Recreation
	
	6,958
	29.3
	
	
	6,437
	44.0

	Transportation
	
	4,108
	26.0
	
	
	3,845
	32.7

	International
	
	(91)
	(0.4)
	
	
	993
	6.9

	
	
	$
	22,308
	16.0%
	
	$
	23,941
	25.4%



The decline in gross profit percentage is primarily related to the ongoing supply chain disruptions and inflationary challenges in input and personnel related cost, the difference in sales mix between periods, a warranty charge in fiscal 2022 third quarter, and other factors experienced during fiscal 2021 which had a positive impact on fiscal 2021 margins. The factors impacting the gross profit in the third quarter of fiscal 2021 included a positive $2.1 million or 14.4% gross profit impact litigation claim reversal in High School Park and Recreation and adjustments to operations because of the COVID-19 pandemic. During the third quarter of fiscal 2021, we lowered overall staffing and temporarily furloughed employees to achieve lower operating costs to align with the uncertainties faced at that time created by the COVID-19 pandemic. Since the beginning of fiscal 2022, we have increased manufacturing and service staffing levels to achieve current and expected future sales levels.

Total warranty costs as a percent of sales for the three months ended January 29, 2022 compared to the same period one year ago increased to 2.4 percent from 1.6 percent.
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	Three Months Ended
	
	
	
	
	

	
	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	January 30, 2021
	

	
	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contribution Margin:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	4,321
	10.8%
	$
	(740)
	(14.6)%
	
	$
	5,061
	16.8%
	

	Live Events
	
	547
	1.4
	
	
	(1,515)
	(73.5)
	
	
	2,062
	8.8
	

	High School Park and Recreation
	
	3,938
	16.6
	
	
	(338)
	(7.9)
	
	
	4,276
	29.2
	

	Transportation
	
	3,237
	20.5
	
	
	25
	0.8
	
	
	3,212
	27.3
	

	International
	
	(2,470)
	(11.8)
	
	
	204
	(7.6)
	
	
	(2,674)
	(18.7)
	

	
	
	
	$
	9,573
	6.9%
	$
	(2,364)
	(19.8)%
	
	$
	11,937
	12.7%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Contribution margin is a non-GAAP measure and consists of gross profit less selling expenses. Selling expenses consist primarily of personnel related costs, travel and entertainment expenses, marketing related expenses (show rooms, product demonstration, depreciation and maintenance, conventions and trade show expenses), customer relationship management/marketing systems, bad debt expenses, third-party commissions, and other expenses.

Contribution margin is impacted by the previously discussed sales and gross margin for each business unit and other factors experienced during fiscal 2021. During fiscal 2021, each business unit's contribution margin was impacted by a decrease in personnel related expenses and continued reductions in travel and entertainment, marketing, and convention related expenses due to limited ability to travel or fewer number of conventions because of COVID-19 restrictions. These savings were partly offset by a $1.3 million increase in bad debt expenses. During fiscal 2021, we had lowered overall staffing and furloughed employees to achieve lower operating costs to align with the uncertainties created by the COVID-19 pandemic. Since the beginning of fiscal 2022, we have adjusted our sales and marketing activities and staffing levels to achieve current and expected future sales levels.

Reconciliation from non-GAAP contribution margin to operating loss GAAP measure is as follows:

	
	
	
	
	
	
	
	
	Three Months Ended
	
	
	
	
	
	

	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	
	January 30, 2021
	

	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contribution margin
	$
	9,573
	6.9%
	$
	(2,364)
	(19.8)%
	$
	11,937
	12.7%
	

	General and administrative
	
	8,328
	6.0
	
	
	1,939
	30.3
	
	
	6,389
	6.8
	

	Product design and development
	
	6,925
	5.0
	
	
	1,141
	19.7
	
	
	5,784
	6.1
	

	Operating (loss) income
	$
	(5,680)
	(4.1)%
	$
	(5,444)
	2306.8%
	$
	(236)
	(0.3)%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Since the beginning of fiscal 2022, we have adjusted our staffing levels to current and expected future business activity levels. Through the third quarter of fiscal 2021, we lowered overall staffing and temporarily furloughed employees to achieve lower operating costs to align with the uncertainties faced at that time created by the COVID-19 pandemic.

General and administrative expenses in the third quarter of fiscal 2022 increased as compared to the same period one year ago primarily due to increases in personnel related expenses.

Product design and development expenses in the third quarter of fiscal 2022 increased as compared to the same period one year ago primarily due to an increase in personnel related expenses.

Decreased contribution margin and increased spend in general and administrative and product development led to a larger operating loss for the third quarter of fiscal 2022 compared to the prior year third quarter.

	Other Income and Expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Three Months Ended
	
	
	
	
	
	

	
	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	
	January 30, 2021
	

	
	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest (expense) income, net
	$
	56
	0.0%
	$
	96
	(240.0)%
	$
	(40)
	(0.0)%
	

	Other (expense) income, net
	$
	(793)
	(0.6)%
	$
	120
	(13.1)%
	$
	(913)
	(1.0)%
	



Interest (expense) income, net: The change in interest income and expense, net for the third quarter of fiscal 2022 compared to the same period one year ago was primarily due to the reduction of interest expense, as we have no outstanding amounts due on the line of credit this year as compared to $15.0 million last year.

Other (expense) income, net: The change in other income and expense, net for the third quarter of fiscal 2022 as compared to the same period one year ago was primarily due to losses recorded for equity method affiliates and foreign currency volatility.

Income Taxes

We have recorded an effective tax rate of 32.2 percent for the third quarter of fiscal 2022 as compared to 82.0 percent for the third quarter of fiscal 2021. The decrease in tax rate is primarily driven by an increase in estimated permanent tax costs such as BEAT and GILTI proportionate to a decrease in estimated pre-tax earnings in the third quarter of fiscal 2022 compared to discrete tax benefits recorded proportionate to the book loss recognized in the third quarter of fiscal 2021.
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RESULTS OF OPERATIONS

COMPARISON OF THE NINE MONTHS ENDED JANUARY 29, 2022 AND JANUARY 30, 2021

Net Sales

The following table shows information regarding net sales for the nine months ended January 29, 2022 and January 30, 2021:

	
	
	
	
	
	
	Nine Months Ended
	
	

	
	
	
	January 29,
	
	
	January 30,
	
	
	Dollar
	
	Percent

	(in thousands)
	
	2022
	
	
	2021
	
	
	Change
	
	Change

	
	
	
	
	
	
	
	
	
	
	
	

	Net sales:
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	107,339
	$
	94,947
	$
	12,392
	13.1%

	Live Events
	
	150,840
	
	
	112,626
	
	
	38,214
	33.9

	High School Park and Recreation
	
	84,362
	
	
	71,165
	
	
	13,197
	18.5

	Transportation
	
	42,434
	
	
	41,590
	
	
	844
	2.0

	International
	
	63,792
	
	
	44,822
	
	
	18,970
	
	42.3

	
	
	$
	448,767
	$
	365,150
	$
	83,617
	22.9%

	Orders:
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	143,699
	$
	92,929
	$
	50,770
	54.6%

	Live Events
	
	169,665
	
	
	93,619
	
	
	76,046
	81.2

	High School Park and Recreation
	
	107,246
	
	
	64,582
	
	
	42,664
	66.1

	Transportation
	
	56,854
	
	
	37,713
	
	
	19,141
	50.8

	International
	
	82,778
	
	
	55,864
	
	
	26,914
	
	48.2

	
	
	$
	560,242
	$
	344,707
	$
	215,535
	62.5%

	
	
	
	
	
	
	
	
	
	
	
	



Sales and orders increased, as demand was up across all markets in the nine months ended January 29, 2022 compared to the prior year nine-month periods. During the nine months ended January 30, 2021, sales and orders in all business units were negatively impacted as a result of the economic downturn caused by the COVID-19 pandemic.

Net sales during thenine months ended January 29, 2022 increased due to the conversion of the higher order volume for reasons noted below to sales during the first nine months of the year, including several large multimillion-dollar orders ("large orders") in both Live Events and International. Material supply and labor shortages are creating an increase in lead times, extending the timing of converting some orders to sales in the near-term.

Orders during the first nine months ended January 29, 2022 continued to improve, reflecting the continued economic recovery from the impact of the global pandemic among our customers.

	Gross Profit and Contribution Margin
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Nine Months Ended
	
	

	
	
	
	January 29, 2022
	
	
	January 30, 2021

	
	
	
	
	
	As a Percent
	
	
	
	
	As a Percent

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Amount
	
	of Net Sales

	
	
	
	
	
	
	
	
	
	
	

	Gross Profit:
	
	
	
	
	
	
	
	
	

	Commercial
	$
	22,862
	21.3%
	$
	24,730
	26.0%

	Live Events
	
	17,261
	11.4
	
	
	20,910
	18.6

	High School Park and Recreation
	
	27,216
	32.3
	
	
	25,410
	35.7

	Transportation
	
	12,263
	28.9
	
	
	14,300
	34.4

	International
	
	7,158
	11.2
	
	
	7,666
	17.1

	
	
	$
	86,760
	19.3%
	
	$
	93,016
	25.5%



The decline in gross profit percentage is primarily related to the ongoing supply chain disruptions and inflationary challenges in materials, freight and personnel related costs; the difference in sales mix between periods; and other factors experienced during fiscal 2021 which had a positive impact on fiscal 2021 margins. The factors impacting the gross profit in fiscal 2021 included the positive $2.1 million litigation claim reversal in High School Park and Recreation and $1.6 million of COVID relief governmental subsidies offset by $2.8 million of severance costs to reduce our workforce to adjust to the impacts of the COVID-19 pandemic.

During the uncertainties created by the COVID-19 pandemic during fiscal 2021, we lowered overall staffing and temporarily furloughed employees. Since the beginning of fiscal 2022, we have increased our manufacturing and services personnel levels to achieve current and expected future sales levels.

During the first nine months of fiscal 2021, we earned a higher rate of gross profit on our service agreements due to reduced stand ready services conducted during the year because of the pandemic. During the first nine months of fiscal year 2022, we had more large project sales which generally have lower gross profit because of their competitive nature.

Total warranty cost as a percent of sales for the nine months ended January 29, 2022 compared to the same period one year ago increased to 1.6 percent from 1.5 percent.
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	Nine Months Ended
	
	
	
	
	

	
	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	January 30, 2021
	

	
	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contribution Margin:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Commercial
	$
	11,247
	10.5%
	$
	(3,036)
	(21.3)%
	
	$
	14,283
	15.0%
	

	Live Events
	
	10,199
	6.8
	
	
	(3,882)
	(27.6)
	
	
	14,081
	12.5
	

	High School Park and Recreation
	
	18,539
	22.0
	
	
	397
	2.2
	
	
	18,142
	25.5
	

	Transportation
	
	9,601
	22.6
	
	
	(2,438)
	(20.3)
	
	
	12,039
	28.9
	

	International
	
	162
	0.3
	
	
	1,905
	(109.3)
	
	
	(1,743)
	(3.9)
	

	
	
	
	$
	49,748
	11.1%
	$
	(7,054)
	(12.4)%
	
	$
	56,802
	15.6%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Contribution margin in the nine months ended January 29, 2022 was impacted by the previously discussed sales levels and impacts within gross profit.

Since the beginning of fiscal 2022, we have adjusted our sales and marketing activities and staffing levels to achieve current and expected future sales levels. During fiscal 2021, each business unit's contribution margin was impacted by a decrease in personnel related expenses and continued reductions in travel and entertainment, marketing, and convention related expenses due to limited ability to travel or fewer number of conventions because of COVID-19 restrictions. These fiscal 2021 savings were partly offset by a $1.5 million increase in bad debt expenses. During fiscal 2021, we had lowered overall staffing and furloughed employees to achieve lower operating costs to align with the uncertainties created by the COVID-19 pandemic.

Reconciliation from non-GAAP contribution margin to operating income GAAP measure is as follows:

	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	
	
	

	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	January 30, 2021
	

	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contribution margin
	$
	49,748
	11.1%
	$
	(7,054)
	(12.4)%
	
	$
	56,802
	15.6%
	

	General and administrative
	
	24,100
	5.4
	
	
	3,323
	16.0
	
	
	20,777
	5.7
	

	Product design and development
	
	21,283
	4.7
	
	
	1,230
	6.1
	
	
	20,053
	5.5
	

	Operating income
	$
	4,365
	1.0%
	$
	(11,607)
	(72.7)%
	
	$
	15,972
	4.4%
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Through the third quarter of fiscal 2021, we lowered overall staffing and temporarily furloughed employees to achieve lower operating costs to align with the uncertainties faced at that time created by the COVID-19 pandemic. Since the beginning of fiscal 2022, we have adjusted our staffing levels to current and expected future business activity levels.

General and administrative expenses for the nine months ended January 29, 2022 increased as compared to the same period one year ago primarily due to increases in personnel related expenses.

Product design and development expenses in the nine months ended January 29, 2022 stayed relatively steady as compared to the same period one year ago.

Operating income was lower than the previous year due to a lower contribution margin and an increase in personnel expense to match the increase in orders discussed above.

	Other Income and Expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Nine Months Ended
	
	
	
	
	
	

	
	
	
	
	January 29, 2022
	
	
	Dollar
	
	Percent
	
	
	January 30, 2021
	

	
	
	
	
	
	
	As a Percent
	
	
	
	
	
	
	
	
	
	As a Percent
	

	(in thousands)
	
	
	Amount
	
	of Net Sales
	
	
	Change
	
	Change
	
	
	Amount
	
	of Net Sales
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Interest (expense) income, net
	$
	134
	0.0%
	$
	180
	(391.3)%
	$
	(46)
	(0.0)%
	

	Other (expense) income, net
	$
	(2,613)
	(0.6)%
	$
	(236)
	9.9%
	$
	(2,377)
	(0.7)%
	



Interest (expense) income, net: The change in interest income and expense, net for the nine months ended January 29, 2022 compared to the same period one year ago was primarily due to the reduction of interest expense, as we have no outstanding drawings on the line of credit this year as compared to $15.0 million last year.

Other (expense) income, net: The change in other income and expense, net for the nine months ended January 29, 2022 as compared to the same period one year ago was primarily due to losses recorded for equity method affiliates and foreign currency volatility.

Income Taxes

We have recorded an effective tax rate of 9.4 percent for the nine months ended January 29, 2022, as compared to an effective tax rate of 21.3 percent for the nine months ended January 30, 2021. The difference in tax rates is primarily driven by an increase in permanent tax costs such as BEAT and GILTI proportionate to a decrease in estimated pre-tax earnings in the third quarter of fiscal 2022 compared to no change in the estimated tax rate from the second quarter to the third quarter of fiscal 2021. Additionally, a return to provision expense was recorded for the third quarter impacting the overall effective rate compared to a return to provision benefit recorded in fiscal 2021.
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LIQUIDITY AND CAPITAL RESOURCES



(in thousands)

Net cash (used in) provided by:

Operating activities

Investing activities

Financing activities

Effect of exchange rate changes on cash

Net (decrease) increase in cash, cash equivalents and restricted cash






Nine Months Ended

	
	
	January 29,
	
	
	January 30,
	
	
	Dollar

	
	
	2022
	
	
	2021
	
	
	Change

	$
	(25,464)
	$
	48,221
	$
	(73,685)

	
	
	(19,926)
	
	
	(6,811)
	
	
	(13,115)

	
	
	(3,391)
	
	
	(556)
	
	
	(2,835)

	
	
	98
	
	
	(505)
	
	
	603

	
	$
	(48,683)
	
	$
	40,349
	
	$
	(89,032)
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Cash decreased by $48.7 million for the first nine months of fiscal 2022 primarily due to the use of cash for increases in accounts receivable, contract assets, and inventory required to support the increased order volume and holding more inventory as a strategy during this time of supply chain disruptions. The decrease in cash was also due to investing in capital assets for increased capacity, loans to affiliates, purchase of marketable securities, and purchase of shares through the share repurchase program. Cash increased by $40.3 million in the first nine months of fiscal 2021 because of cash conservation measures during the pandemic, including: reductions in operating asset levels, decreases in capital expenditures, and the suspension of our dividend and share repurchase program.

Net cash (used in) provided by operating activities: Net cash used in operating activities was $25.5 million for the first nine months of fiscal 2022 compared to net cash provided by operating activities of $48.2 million in the first nine months of fiscal 2021. The $73.7 million difference between net cash used in fiscal 2022 compared to net cash provided in fiscal 2021 by operating activities was primarily the result of changes in net operating assets and liabilities.

	The changes in net operating assets and liabilities consisted of the following:
	
	
	
	
	

	
	
	Nine Months Ended

	
	
	January 29,
	
	
	January 30,

	
	
	2022
	
	
	2021

	(Increase) decrease:
	
	
	
	
	

	Accounts receivable
	$
	(29,015)
	$
	9,089

	Long-term receivables
	
	205
	
	
	2,318

	Inventories
	
	(37,116)
	
	
	15,757

	Contract assets
	
	(7,534)
	
	
	5,558

	Prepaid expenses and other current assets
	
	(5,465)
	
	
	2,342

	Income tax receivables
	
	(1,696)
	
	
	492

	Investment in affiliates and other assets
	
	(29)
	
	
	594

	Increase (decrease):
	
	
	
	
	

	Accounts payable
	
	21,429
	
	
	(14,355)

	Contract liabilities
	
	15,781
	
	
	1,480

	Accrued expenses
	
	3,177
	
	
	(7,557)

	Warranty obligations
	
	916
	
	
	998

	Long-term warranty obligations
	
	298
	
	
	(166)

	Income taxes payable
	
	(239)
	
	
	1,185

	Long-term marketing obligations and other payables
	
	(1,712)
	
	
	2,380

	
	$
	(41,000)
	
	$
	20,115




Net cash used in investing activities: Net cash used in investing activities totaled $19.9 million in the first nine months of fiscal 2022 compared to net cash used in investing activities of $6.8 million in the first nine months of fiscal 2021. Purchases of property and equipment totaled $10.0 million in the first nine months of fiscal 2022 compared to $6.9 million in the first nine months of fiscal 2021. We used $4.0 million for purchases of marketable securities in the first nine months of fiscal 2022 as compared to $1.0 million proceeds from sales or maturities of marketable securities in the first nine months of fiscal 2021. Purchases of and loans to affiliates accounted for by the equity investment method totaled $6.7 million in the first nine months of fiscal 2022 as compared to $1.3 million in the first nine months of fiscal 2021.

Net cash used in financing activities: Net cash used in financing activities was $3.4 million for the nine months ended January 29, 2022 compared to $0.6 million in the same period one year ago primarily due to payments for shares repurchased.

Other Liquidity and Capital Resources Discussion: The timing and amounts of working capital changes, dividend payments, stock repurchases, and capital spending impact our liquidity.

Working capital was $113.9 million and $118.4 million as of January 29, 2022 and May 1, 2021, respectively. The changes in working capital, particularly changes in accounts receivable, accounts payable, inventory, contract assets and liabilities, and the sports market and construction seasonality can have a significant impact on the amount of net cash provided by operating activities largely due to the timing of payments and receipts. On multimillion-dollar orders, the time between order acceptance and project completion may extend up to or exceed 12 months depending on the amount of custom work and a customer’s delivery needs. We often receive down payments or progress payments on these orders. We expect to use cash in operations as our business returns and exceeds pre-pandemic levels.

We had $8.9 million of retainage on long-term contracts included in receivables and contract assets as of January 29, 2022, which has an impact on our liquidity. We expect to collect these amounts within one year. We have historically financed our cash needs through a combination of cash flow from operations and borrowings under bank credit agreements.

The Board of Directors suspended dividends and share repurchases during fiscal 2020 as part of our cash conservations measures through the pandemic. The timing of the future reinstatement of dividends is at the discretion of the Board of Directors. Future dividends are also impacted by the limitations imposed in our credit facility, as further described in "Note 7. Financing Agreements" in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021. The share repurchase program was reinstated on December 2, 2021.
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Shares may be repurchased from time to time in open market purchases, private transactions or other transactions. The timing, volume and nature of share repurchases will be at the sole discretion of management and will be dependent on market conditions, applicable securities laws and other factors, and may be suspended or discontinued at any time. During the nine months ended January 29, 2022, we repurchased 600 shares of common stock at a total cost of $3,000.

We are sometimes required to obtain bank guarantees or other financial instruments for display installations and utilize a global bank to provide such instruments. If we are unable to complete the installation work, our customer would draw on the banking arrangement, and the bank would subrogate its loss to Daktronics' restricted cash accounts. As of January 29, 2022, we had $0.7 million of such instruments outstanding.

We are sometimes required to obtain performance bonds for display installations, and we have a bonding line available through a surety company for an aggregate of $150.0 million in bonded work outstanding. If we were unable to complete the installation work, and our customer would call upon the bond for payment, the surety company would subrogate its loss to Daktronics. As of January 29, 2022, we had $39.2 million of bonded work outstanding against this line.

Our business growth and profitability improvement strategies depend on investments in capital expenditures and strategic investments. We are projecting total capital expenditures to be approximately $25 million for fiscal 2022. Projected capital expenditures include manufacturing equipment for new or enhanced product production, expanded capacity, investments in quality and reliability equipment, demonstration and showroom assets, and continued information infrastructure investments. We also evaluate and may make strategic investments in new technologies, in our affiliates, or acquire companies aligned with our business strategy.

We believe the audiovisual industry fundamentals will drive long-term growth for our business; however, for the near-term outlook, we expect our customers may continue to have disruptions and may continue to reduce or increase their spend on audiovisual systems and related services as they work through the economic and business implications of COVID-19, supply chain challenges, and emerging war and geopolitical situations. Ongoing supply chain disruptions and inflationary challenges in materials, freight and personnel related costs also impact our profitability and cash flows. We have increased pricing when we are able in effort to offset the increase in input costs.

Due to longer planning horizons and volatility in supply chains, we plan to carry higher quantities of inventory and anticipate changes in the timing of payments from our customers as we work through different disruptions and fulfill our backlog. In addition, we are planning additional capital spending to grow our manufacturing capacity. We anticipate needing to utilize a portion of our line of credit which expires in November 2022, and there can be no assurances that we will be successful in renewing the line of credit with sufficient capacity or that we will otherwise be able to obtain sufficient cash. However, based on our initial discussions with lenders and other alternatives we have available to us, such as increasing prices of our goods and services, reducing operating expenses, negotiating longer payment terms to our suppliers, reducing capital expenditures and obtaining other forms of debt or equity financing, we believe it is probable our existing cash balances and future actions will be sufficient to fund our normal business operations over the next twelve months from the date of this Report.
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Significant Accounting Policies and Estimates

We describe our significant accounting policies in "Note 1. Nature of Business and Summary of Significant Accounting Policies" of the Notes to Consolidated Financial Statements included in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021. We discuss our critical accounting estimates in "Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations" in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021. There have been no material changes in our significant accounting policies or critical accounting estimates since the end of fiscal 2021.

New Accounting Pronouncements

For a summary of recently issued accounting pronouncements and the effects of those pronouncements on our financial results, refer to "Note 1. Basis of Presentation" of the Notes to the Condensed Consolidated Financial Statements included elsewhere in this Report.


Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to certain interest rate, foreign currency, and commodity risks as disclosed in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021. There have been no material changes in our exposure to these risks during the first nine months of fiscal 2022.

Item 4. CONTROLS AND PROCEDURES

We carried out an evaluation, under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our “disclosure controls and procedures,” as that term is defined in Rule 13a-15(e) and Rule 15d-15(e) under the Securities Exchange Act of 1934, as of January 29, 2022, which is the end of the period covered by this Report. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that as of January 29, 2022, our disclosure controls and procedures were effective.

Based on the evaluation described in the foregoing paragraph, our Chief Executive Officer and Chief Financial Officer concluded that during the quarter ended January 29, 2022, there was no change in our internal control over financial reporting which has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

Not applicable.

Item 1A. RISK FACTORS

The discussion of our business and operations included in this Quarterly Report on Form 10-Q should be read together with the risk factors described in Item 1A. of our Annual Report on Form 10-K for the fiscal year ended May 1, 2021. They describe various risks and uncertainties to which we are or may become subject. These risks and uncertainties, together with other factors described elsewhere in this Report, have the potential to affect our business, financial condition, results of operations, cash flows, strategies or prospects in a material and adverse manner. New risks may emerge at any time, and we cannot predict those risks or estimate the extent to which they may affect our financial condition or financial results.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Share Repurchases

The following table provides information about share repurchases of common stock during the third quarter of fiscal 2022 there were no share repurchases during the first two quarters of fiscal 2022:

	
	
	
	
	
	
	
	
	Approximate

	
	
	
	
	
	
	Total number
	
	dollar value

	
	
	
	
	
	
	of shares
	of shares may

	
	
	
	
	
	
	purchased as
	
	yet be

	
	
	
	
	
	
	part of
	
	purchased

	
	
	
	Average price
	publicly
	
	under the

	
	Total number
	paid per share
	announces
	
	share

	
	of shares
	
	(including
	plans or
	
	repurchase

	Period
	purchased
	
	
	fees)
	
	programs
	
	
	program (1)
	

	May 2, 2021 - November 27, 2021
	—
	
	—
	—
	$
	32,539,076

	November 28, 2021 - December 25, 2021
	413,055
	
	$
	5.04
	413,055
	
	30,457,171

	December 26, 2021 - January 29, 2022
	187,070
	
	$
	4.91
	187,070
	
	29,539,079

	
	
	
	
	
	
	
	
	
	
	

	Total
	600,125
	
	
	
	
	600,125
	
	
	

	
	
	
	
	
	
	
	
	
	
	


(1) The share repurchases described in the above table were made pursuant to the $40.0 million share repurchase program authorized by the Board of Directors on June 17, 2016 and reinstated on December 2, 2021.

Repurchases of shares are treated as dividends under the South Dakota Business Corporation Act (which is codified as Chapter 47-1A to the South Dakota statutes), our repurchases of shares could be affected by the limitations imposed on dividends in our credit facility, as further described in "Note 7. Financing Agreements" in our Annual Report on Form 10-K for the fiscal year ended May 1, 2021.

Item 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable.
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Item 4. MINE SAFETY DISCLOSURES

Not applicable.

Item 5. OTHER INFORMATION

Not applicable.

Item 6. EXHIBITS

A list of exhibits required to be filed as part of this report is set forth in the Index of Exhibits, which immediately precedes such exhibits, and is incorporated herein by reference.
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Index to Exhibits

Certain of the following exhibits are incorporated by reference from prior filings. The form with which each exhibit was filed and the date of filing are as indicated below; the reports described below are filed as Commission File No. 0-23246 unless otherwise indicated.

3.1	Amended and Restated Articles of Incorporation of the Company. (Incorporated by reference to Exhibit 3.1 of the Current Report on Form 10-Q/A (Amendment No. 1) of Daktronics, Inc. filed on December 21, 2018).
[image: ]
3.2	Amended and Restated Bylaws of the Company (Incorporated by reference to Exhibit 3.4 filed with our Annual Report on Form 10-K on June 12,

2013).
[image: ]
4.1	Rights Agreement dated as of November 16, 2018 between Daktronics, Inc. and Equiniti Trust Company, as Rights Agent (Incorporated by reference to Exhibit 4.1 of the Current Report on Form 8-K of Daktronics, Inc. filed on November 16, 2018).

4.2	First Amendment to Rights Agreement dated as of November 19, 2021 between Daktronics, Inc. and Equiniti Trust Company, as Rights Agent (Incorporated by reference to Exhibit 4.2 of the Current Report on Form 8-K of Daktronics, Inc. filed on November 19, 2021).
10.1	Credit Agreement dated November 15, 2016 by and between the Company and U.S. Bank National Association (Incorporated by reference to Exhibit 10.1 filed with our Current Report on Form 8-K filed on November 16, 2016).
[image: ]
10.2	Revolving Note dated November 15, 2016 issued by the Company to U.S. Bank National Association (Incorporated by reference to Exhibit 10.2 filed with our Current Report on Form 8-K filed on November 16, 2016).

10.3	Second Amendment to Credit Agreement dated as of November 15, 2019 by and between the Company and U.S. Bank National Association (Incorporated by reference to Exhibit 10.1 filed with our Current Report on Form 8-K filed on November 15, 2019).
[image: ]
10.4	Third Amendment to Credit Agreement dated as of August 28, 2020 by and between the Company and U.S. Bank National Association (Incorporated by reference to Exhibit 10.4 filed with our Current Report on Form 10-Q of Daktronics, Inc. filed on August 28, 2020).
10.5	Fourth Amendment to Credit Agreement dated as of March 11, 2021 by and between the Company and U.S. Bank National Association (Incorporated by reference to Exhibit 10.5 filed with our Annual Report on Form 10-K on June 11, 2021).
10.6	Security Agreement dated as of August 28, 2020 by and between the Company and U.S. Bank National Association (Incorporated by reference to Exhibit 10.5 filed with our Current Report on Form 10-Q of Daktronics, Inc. filed on August 28, 2020).
[image: ]
10.7	Daktronics, Inc. 2020 Stock Incentive Plan ("2020 Plan") (Incorporated by reference to Exhibit A to the Company's Definitive Proxy Statement on Schedule 14A filed on July 16, 2020).

10.8	Form of Restricted Stock Award Agreement under the 2020 Plan (Incorporated by reference to Exhibit 10.2 filed with our Current Report on Form 8-K on September 3, 2020).
[image: ]
10.9	Form of Non-Qualified Stock Option Agreement Terms and Conditions under the 2020 Plan (Incorporated by reference to Exhibit 10.3 filed with our Current Report on Form 8-K on September 3, 2020).

10.10	Form of Incentive Stock Option Terms and Conditions under the 2020 Plan (Incorporated by reference to Exhibit 10.4 filed with our Current Report on Form 8-K on September 3, 2020).
[image: ]
10.11	Form of Restricted Stock Unit Terms and Conditions under the 2020 Plan (Incorporated by reference to Exhibit 10.5 filed with our Current Report on Form 8-K on September 3, 2020).

31.1	Certification of the Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (1)
[image: ]
31.2	Certification of the Chief Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. (1)

32.1	Certification of the Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350). (1)
[image: ]
32.2	Certification of the Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350). (1)

101.INS Inline XBRL Instance Document (the instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the Inline XBRL document)

101.SCHInline XBRL Taxonomy Extension Schema Document

101.CALInline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEFInline XBRL Taxonomy Extension Definition Linkbase Document

101.LABInline XBRL Taxonomy Extension Label Linkbase Document

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document
[image: ]
104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

(1)Filed herewith electronically.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Report to be signed on its behalf by the undersigned thereunto duly authorized.




/s/ Sheila M. Anderson

Daktronics, Inc.

Sheila M. Anderson

Chief Financial Officer

(Principal Financial Officer and

Principal Accounting Officer)

Date: March 10, 2022
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EXHIBIT 31.1

DAKTRONICS, INC.

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER REQUIRED BY RULE 13a-14(e)

OR RULE 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Reece A. Kurtenbach, certify that:

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended January 29, 2022 of Daktronics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financially reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/ Reece A. Kurtenbach

Reece A. Kurtenbach

Chief Executive Officer

Date:	March 10, 2022

EXHIBIT 31.2

DAKTRONICS, INC.

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER REQUIRED BY RULE 13a-14(e)

OR RULE 15d-14(a) OF THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Sheila M. Anderson, certify that:

1. I have reviewed this quarterly report on Form 10-Q for the quarter ended January 29, 2022 of Daktronics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financially reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

/s/ Sheila M. Anderson

Sheila M. Anderson

Chief Financial Officer

Date:	March 10, 2022

EXHIBIT 32.1

DAKTRONICS, INC.

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT 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 Form 10-Q of Daktronics, Inc. (the “Company”) for the quarterly period ended January 29, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Reece A. Kurtenbach, Chief Executive Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

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

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

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

/s/ Reece A. Kurtenbach

Reece A. Kurtenbach

Chief Executive Officer

Date:	March 10, 2022

EXHIBIT 32.2

DAKTRONICS, INC.

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER PURSUANT 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 Form 10-Q of Daktronics, Inc. (the “Company”) for the quarterly period ended January 29, 2022 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Sheila M. Anderson, Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

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

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

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

/s/ Sheila M. Anderson

Sheila M. Anderson

Chief Financial Officer

Date:	March 10, 2022
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