
t AGS 
AGS 

i I AGS 
AGS 

li AGS 
AGS 
AGS 
AGS 

r AGS 
AGS 
AGS 
AGS 
AGS 

b 

I , AGS "5s L, 

I AGS AGS 
A Pbc 

Annual Report 
1979 



EARNINGS 
Net earnings increased 51 % (82% from continuing operations) in 1979; 238% (28% compounded) in five years 

REVENUES 
Revenues increased 47% in 1979: 263% (29% compounded) in five years 

CAPITAL 
Return (before Income taxes) on equity was 56% in 1979 compared to 59% five years ago 

EMPLOYEE PRODUCTIVITY 
Revenue per employee was $50,000 in 1979 

CAPITAL PRODUCTIVITY 
Four cents of capitol was used to generate each additional dollar of revenue in 1979, compared to thlrteen cents 
per dollar for the entire revenue base New capitol consisted of the increase in accounts receivable, unbilled 
services. prepaid expenses and other assets less accounts payable. 

CONSISTENT GROWTH 
Revenue gains for fifty-two straight comparative reporting periods 

CONTINUITY OF CLIENT RELATIONSHIP 
95% of clients and revenues represent repeat buslness 

FINANCIAL STRENGTH FOR GROWTH 
Operational cash flow available for 40% per annum growth One to eight (1 :8) debt to equity ratio would permit 
borrowing to support additional growth 

/ 
MARKET POSITION 
AGS is one of ten largest computer profess~onal service companies ~n the United States. The company has 

c 
increased its offices to nlne by opening an office in Denver in 1979 and in Chicago and London. England early in 
1980 

AGS STOCK PRICES 
BID AND ASKED PRICES AVERAGED 

ADJUSTED FOR 2 FOR 1 STOCK SPLIT ON 12/31 179 

1975 1976 1977 1978 1979 

313 1 $81 $ 78 $ 75 $1 69 $3 44 

6/30 8 1 88 94 2 31 3 44 

9/30 8 1 1 00 I 75 3 81 4 38 

12/31 8 1 88 1 69 3 19 5 00 



AGS COMPUTERS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 

for the years ended Deaember 31,1979 and 1978 

Revenues from sales and services 
Other income, principally interest 

Cost of sales and services 
Selling, general and administrative expenses, 

including interest of $72,942 and $39,852 

Income from continuing operations before 
income taxes 

Income taxes: 
Federal, including deferred taxes 

of $283,000 and $225,000 
State and local, including deferred 

taxes of $60,000 and $33,000 

lncome from continuing operations 
lncome (loss) from operations of discontinued 

subsidiary, net of applicable income tax benefits 
of $29.000 in 1979 and income taxes of $1 7.000 in 1978 

Net income 
Retained earnings, beginning of year 

Retained earnings, end of year 

Per average share of common stock outstanding 
(common stock equivalents not materially 
dilutive)*: 

lncome from continuing operations 
lncome (loss) from operations of 

discontinued subsidiary 
Net income 

*After giving retroactive effect to a two for one stock split on January 1, 1980. 

See accompanying notes to consolidated financial statements 

AGS REVENUES NET PROFIT AFTER TAXES 



AGS COMPUTERS, INC. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS, December 31,1979 and 1978 

ASSETS 

Current assets: 
Cash (including money market funds 

of $463,881 and $2,023) 
Accounts receivable, less allowance 

of $48,820 and $28,200 
Unbilled services 
Refundable income taxes 
Inventories 
Prepaid expenses and other assets 

Total current assets 
Fixed assets, at cost, less accumulated depreciation 

of $235,774 and $165,544 
Noncurrent portion of unbilled services 
Investment in municipal bonds, at cost 

(approximate market $32,000 and $35,000) 
Cost in excess of net assets of subsidiary 

acquired, net of amortization 
Other assets 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current liabilities: 
Note payable - bank 
Current maturities of long-term debt 
Accounts payable and accrued expenses 
Income taxes payable 
Deferred income taxes 

Total current liabilities 
Long-term debt, less current maturities 
Deferred income taxes 
Other liabilities 

Stockholders' equity: 
Common stock, par value $.I0 per share; 

authorized 2,000,000 shares; issued 439,500 shares 
Paid-in capital 
Retained earnings, as annexed 

Less 17,315 and 16,615 shares of 
treasury stock, at cost 
Total stockholders' equity 

See accompanying notes to consolidated financial statements. 



AGS COMPUTERS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

for the years ended December 31,1979 and 1978 

Source of funds: 
Income from continuing operations 
Depreciation and amortization 
Deferred hiring costs 
Deferred income taxes 
Unbilled services, non-current 

Working capital from continuing operations 
lncome (loss) from discontinued operations 
Depreciation 

Working capital from (used by) discontinued operations 
Total working capital provided from operations 

Decrease in other assets 
Note payable arising from acquisition of subsidiary 
Proceeds of note payable - bank 
Other liabilities 
Stock options exercised (1,300 and 5,100 shares) 

Application of funds: 
Additions to fixed assets, net 
Increase in other assets 
Current installments on long-term debt 
Purchase of treasury stock 
Acquisition of subsidiary: 

Fixed assets, net 
Other assets 
Other noncurrent liabilities 
Costs in excess of net assets acquired 

Increase in working capital 

Increases (decreases) in the components 
of working capital are as follows: 

Cash 
Accounts receivable, net 
Unbilled services 
Refundable income taxes 
Inventories 
Prepaid expenses and other assets 
Note payable - bank 
Current maturities of long-term debt 
Accounts payable and accrued expenses 
lncome taxes payable 
Deferred income taxes 

See accompanying notes to consolidated financial statements 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Directors and 
Stockholders of AGS Computers, Inc.: 

We have examined the consolidated balance sheets of AGS Computers, Inc. and subsidiaries as of December 31, 1979 and 
1978, and the related statements of income and retained earnings and changes in financial position for the years then 
ended. Our examinations were made in accordance with generally accepted auditing standards and, accordingly, 
included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the consolidated financial statements referred to above present fairly the financial position of AGS 
Computers, Inc. and subsidiaries at December 31, 1979 and their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a consistent basis. 

Newark, New Jersey 
March 13. 1979 

COOPERS & LYBRAND 



AGS COMPUTERS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Significant Accounting Policies: 
The financial statements include the accounts of the Company and 
its wholly-owned subsidiaries. 

The Company acquired a subsidiary in 1978 that provides system 
design and programming services to its customers. See Note 6. 

Computer service income arising from time and material contracts 
is recognized on the basis of services rendered; on fixed price 
contracts the percentage-of-completion method is employed. 
Sales, cost of sales and related selling expenses, with respect to 
computer equipment and business forms, are recorded when the 
equipment or forms are delivered to the customer. 

Fixed assets are recorded at cost. Depreciation is computed on the 
straight-line method based on estimated useful lives. Leasehold 
improvements are amortized over the life of the lease. 

Deferred hiring costs, consisting principally of employment agency 
fees. are being amortized on the straight-line method over approxi- 
mately a two year period. 

Deferred income taxes are provided on timing differences arising 
from computer service revenues. Such revenues are recognized for 
financial reporting purposes as services are performed and for 
income tax purposes as billings are rendered, Investment tax cre- 
dits ($6.200 - 1979 and $6,000 - 1978) are reflected as a reduction 
of federal income taxes in the year realized. In addition, the Comp- 
nay, in 1978, availed itself of the maximum credit ($100,000) avail- 
able for the hiring of new personnel (Jobs Credit) to reduce its' 
federal income tax liability by $52,000. 

Inventories: 
Inventories stated at the lower of cost or market, consist of: 
Used computer equipment $1 09,936 
Paper and business forms $6.998 

-- 
10,288 

$6,998 $120,224 

Unbilled Services: 
Unbilled services at December 31. 1979 and 1978 include, respec- 
tively, $555,546 and $451.237 (noncurrent portion) and $217,000 
and $288,000 (current portion) arising under the terms of a fixed 
prlce contract whereby the Company is developing a computer 
system for a customer. The contract, as revised, provides for 
monthly payments by the customer of $22,000 per month through 
December. 1983. The basic contract was completed in 1979. Con- 
tract modifications were agreed to during 1979, and the contract as 
revised, is approximately 93% complete at December 31. 1979. The 
Company is accounting for income on this contract under the 
percentage-of-completion method, based on the estimated man 
hours to be expended, after discounting (at 10% per annum) the 
contract amount to the present value of the scheduled payments. 

Fixed Assets: 

Fixed assets consist of: 

Furniture and equipment $312,157 $264,879 
Computer equipment 65,091 62,253 
Capitalized computer lease 148,132 148,132 
Leasehold improvements 45,785 50,050 

571.165 525,314 
Less, accumulated depreciation 

and amortization 235.774 165,544 

$335,391 $359,770 --- 

Long-Term Debt: 

Long-term debt consists of the following: 
December 31, 

1979 1978 
Note payable - bank, bearing interest 

at 1Y2% above bank's prime 
rate (13-%% at December 31, 
1978), payable in equal quarterly 

December 3 1, 
1979 1978 

6% note ar~sing from acquisition of 
subsidiary, payable in two equal 
installments in 1979 and 1980 $162.540 

Capitalized lease obligation 109.308 325,08g 126.52 
Miscellaneous 6.204 

~- . - -  
12,134 

- - - - - 

278.052 813.740 
Less. Current maturities 186.200 - - 

-- 
448.082 

- ~~ 

$ 91.852 $365.658 
-- 

Aggregate maturities of long-term debt at December 31,7979 are: 
$22.925, 1981: $23.61 1. 1982: $26,232. 1983: and. $19.084. 1984 

Acquisition of Subsidiary 
During September, 1978, the Company acquired all of the outstand- 
ing common stock of PHD for Computing. Inc. (PHD) for cash of 
$139.000 plus $325.000 6% promissory notes payable in two equal 
annual installments in 1979 and 1980 The excess ($149.330) of 
cost over underlying value of the net assets acquired is being 
amortized over a forty-year period. 

The acquisition has been accounted for as a purchase and. accord- 
ingly. the results of operations of the subsidiary are included in the 
consolidated financial statements from date of acquisition Had the 
purchase been consumated on January 1. 1978, unaudited con- 
solidated net sales, net income and net income per share would 
have been approximately $10,625.000. $288.000 and $.34 for 
1978. 

In connection with the acquisition, the pr~nciple officers of PHD 
signed covenants not to compete with the Company through De- 
cember 31. 1983. In consideration therefore the officers w~l l  receive. 
provided they do not engage in competitive activities. $63.750 in 
1981. $85.000 in 1982 and 1983. and $21,250 In 1984 for an 
aggregate of $255,000. Such amounts are be~ng accrued from date 
of acquisition through December 31. 1983. 

Common stock C 
On December 20, 1979. the Board of Directors declared a two for 
one stock split efffective January 1, 1980. with no change in the par 
value of the Company's shares. Earnings per share data for 1979 
and 1978 have been adjusted to reflect the increased number of 
shares to be outstanding on January 1. 1980. 

Stock Option Plans: 
Under the Company's 1974 qualified stock option plan, optlons may 
be granted to officers and employees to purchase an aggregate of 
30.000 shares of common stock to May 21. 1981. at prices not lower 
than the fair market value at dates options are granted 

The Company also has a nonqualified stock option plan, which 
expires in 1981, under which options to purchase an aggregate of 
30.000 shares of common stock may be granted to officers and 
employees at prices not less than 75% of the fair market value at the 
date options are granted. In accordance with terms fixed by the 
Board of Directors, options become exercisable in either two or 
three equal annual installments commencing one year from date of 
grant and in all cases expire five years from date of grant. 

At December 31. 1979. options for 8.100 and 26.100 shares are 
available for future grants under the qualified and nonqualified 
plans, respectively. 

Certain information with respect to options granted under all plans is 
as follows: Number of Shares 

1979 1978 
Shares under option at January 1. 

$1.00-8.00 a share 27,200 28,500 
Granted $4.50-8.00 a share 1 1.000 
Exercised. $1.00-2.00 a share ( 1.300) 
Cancelled, $1.00-4.50 a share ( 6.200) ( ( 510%- 7,200 . .- 

Shares under option at December 31, 
$1.25-8.00 19,700 --- 27,200 - -- 

installments $350,000 At December 31, 1979, options for 9,800 shares were exercisable 



No charges were made to income in connectton with the aforementi- 
oned stock option plans since all options granted in 1978 were at 
market. 

Paid-in capital was charged $1.017 (1979) and $215 (1978) with the 
difference between the exercise price and the cost of treasury 
shares issued in connection with the exercise of stock options 
Paid-in capital was credited $7.500 (1978) with the difference bet- 
ween the exercise price and the market value at the date options 
were exercised under the nonqualified stock option plan. 

All stock option data is shown without giving effect to a two for one 
stock split on January 1, 1980 
Leases: 
The Company leases office space under various operatlng leases 
that provide for the payment of minimum annual rentals, excluding 
provisions for escalation based on certain increases in costs incur- 
red by the lessors Future minimum annual rental payments, by 
years, required under such leases that have an initial or remaining 
non-cancellable lease term in excess of one year as of December 
31. 1979 are: 1980, $153,000; 1981, $126,000; 1982, $104,000; 
1983-1987, $72,000 in each year; and, 1988, $12,000. 

In addition, the Company leases certain computer equipment under 
two leases, one of which 1s a capital lease. The future minimum lease 
payment under the capital lease, together with the present value of 
the net minimum lease payments as of December 31, 1979, is as 
follows: 
Minimum annual lease payments of $29,775 

through August. 1984 $138.850 
Less: Amount representing interest -. 29,542 

Present value of net minimum lease payments $109,308 

Company Operations: 
Information about the Company's continuing operations in diffe 

for the year ended December 31,1979: 

Sales and services to unaffiliated 
customers 

Operating profit 

General corporate expenses 

lncome before income taxes 

Identifiable assets 

Additions to fixed assets 

Depreciation expense 

for the year ended December 31,1978: 

Sales and services to unaffiliated 
customers 

Operating profit 

General corporate expenses 
lncome before income taxes 

Identifiable assets 

Additions to fixed assets 

Depreciation expense 

The Company operates in two industries: consulting. programming 
and management services and distribution of specialized business 
forms. 

Identifiable assets by industry are those assets which are used in 
the Company's operations in each industry and do not include the 
assets in 1978 applicable to the discontinued operations of a sub- 
sidiary. 

The second computer equipment lease is an operatlng lease with 
an affiliated partnership which requlres future minimum annual ren- 
tal payments of $65,300 through 1981 and $38,100 in 1982, subject 
to cancellation provlslons 

Total rental expense charged to income in 1979 and 1978 approx- 
imated $1 76,000 and $1 19,000, respectively. 

Profit Sharing: 
The Company has a profit sharing plan covering all employees with 
one year of continuous employment The annual contributions un- 
der the plan are determined by the Board of Directors, subject to 
limitations. Such contributions amounted to $137,000 and $75.000 
In 1979 and 1978. respectively. 

Discontinued Operation: 
During 1979, the Company discontinued the operations of ~ts com- 
puter equipment sales subsidiary. The rented facilities were sub- 
leased at no loss to the Company and assets were sold or trans- 
ferred to the parent without loss. 

Results of operations of the subsidiary for 1979 and 1978 are 
classified as discontinued operations in the accompanying state- 
ments of income and retained earnings and consist of the following: 

1979 1978 
Net sales $256,761 $1,068,198 
Cost and expenses 324,259 1,022,328 
Income tax benefit (expense) 29,000 ( 17,000) 

Income (loss) from operations ($ 38,498) $ 28,870 

!rent industries is as follows: 

Consulting, 
Programming 

and 
Management Business 

Services Forms 

$1 1,586,231 $2,198,918 

$ 1,340,113 $ 133,235 

$ 4,260,954 

$ 69,260 

$ 70,861 

Consulting, 
Programming 

and 
Management 

Services 

$7,609,498 

$ 750,124 

$ 272,513 

$ 704 

$ 512 

Business 
Forms 

$1,881,000 
pp 

$ 96,262 

Consolidated 

Consolidated 

Revenues arising from numerous contracts with a group of custom- 
ers under common control account for $2,477,000 and $740,000 in 
1979 and $1,787,000 and $648,000 in 1978 of the sales of consult- 
ing, programming and management services industry and the busi- 
ness forms industry, respectively. 



AGS SERVICES 
Applications Development 
AGS develops and manages applications projects from conception through im- 
plementation. AGS conducts feasibility studies, writes system specifications, for- 
mulates project plans, creates programming specifications, codes and tests pro- 
grams, documents and develops systems and assists in the training and con- 
version effort. 

Communications and Engineerin 
AGS provides design, engineering an 1 implementation services for the develop- 
ment of communication networks, devices and hardware interfaces. 

F stems Education and Training 
GS Systems Education and Training provides education services for users of 

large-scale computer systems. The services include surveys of training pro- 
grams and materials and the conducting of the courses on a lecture, workshop 
and tutorial basis. 

System Products 
AGS designs, programs and integrates computer/sensor bases systems. These 
products are generally sold on a turn-key basis. 

Information Systems 
AGS provides a facility management service for foundations and various nonpro- 
fit institutions. The availability of our own facility provides a marketing advan- 
tage for our other divisions. AGS offers a more complete added-value service 
in the application development, education and system product areas. This 

"6ci l i ty is also used for internal training, development and administrative purposes. 

Brokerage Services 
AGS System Forms offers a personalized, professional service for the entire 
spectrum of the tasks required for'the design and sale of business forms. 

OFFICES 
1135 Spruce Drive 
Mountainside, N.J. 07092 
(201 ) 654-4321 
1 1 1 Broadway 
New York, N. J. 10006 

m 
(21 2) 732-5700 
375 North Broadway 
Jericho, N.Y. 11 753 
(5 16) 822-1 630 
10 Middle Street 
Bridgeport, Connecticut 06604 
(203) 366-934 1 
342 North Main Street 
West Hartford, Connecticut 061 17 
(203) 366-934 1 
12 Lakeside Office Park 
Wakefield. Massachusetts 01 880 
(61 7) 245-301 3 
1385 South Colorado Boulevard 

I 
Denver, Colorado 80222 
(303) 758-8882 
1301 West 22nd Street 
Oakbrook, Illinois. 60574 
(31 2) 920-8972 

London, England 
'OFFICERS AND DIRECTORS 
Lawrence J. Schoenberg 
President & Director 
Joseph Abrams 
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Secretary & Director 
Anthony F. Stepanski 
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Vice-President 
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Michael Post 
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