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OUR SHAREHOLDERS 
AGS has completed its first five years in business and has, in that time, established a considerable professional reputation in 
the information systems field. This reputation is reflected in five years of increasing revenues and the very high percentage of 
clients with whom we have had a long continuing relationship. AGS has continually grown by adding increments of work 
which can be successfully managed and integrated into our base of operations. At this moment in time, AGS is working under 
repetitive contracts and on multiple assignments for most of these clients. 

The emphasis in 1972 will be in expanding our professional services while improving our profit margins. This will be 
accomplished through better utilization of our current resources. Specifically, AGS will further motivate the technical staff 
by making, whenever possible, their compensation depend upon project profitability. The marketing staff will offer a wider 
range of services in the data and information science disciplines. The major new sales thrust will be in the offering of 
advanced technical education courses. 

Financially, AGS is well on its way to its finest first quarter in both sales and profits. Our investment in the data entry 
business is now represented by our 25% ownership of Players Computer, Inc. to whom we sold our interest in Duo 
Computers. Players' fmancial statement show it to be currently profitable on a monthly sales volume in excess of $50,000. 

In summary, we believe that AGS has well weathered the economic storms, has built an excellent technical and fmancial base, 
and is therefore well posed to prosper in the years to come. 

LAWRENCE J. SCHOENBERG 
President 

CONSOLIDATED STATEMENTS OF CHANGES 
IN FINANCIAL POSITION (Note 1) 

For the years ended December 31,1971 and 1970 

Imcme 4l~ss;) before cxbcaordhary charge, .,.............,.......... $ 13,054 
~ p m a i b l t ~ n  (strdt4ine) ............................. : .. . . . . .  10,789 

, WQ& capital prwiQd from (used in) opentiom, exclusive of 
.................................. extramdbry 23,843 

Extrwrdinary charge .......................................... (6,W) 
Pto1&4osl f ~ r  loss on nonsmnt iavestments ineluded timerein ........... 6,000 

............. Working capital provided from (used in) operations 
Decrease in defemed proprietary costs ............................ 

................................. Cq,itdcoatibutianbyoffimm 
.................................................. O&er,net: 1,271 

MWirs t~ ftxed ass~ts, net of dhasitions ($5.672) ................. 

, See notes to finan& statements. 





NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

1. The consolidated fmaneial statements bclude the accounts of the Company and its, whoUy-parnsd 
subsidiary, Somerset Computers, Ic.,  formerly Duo Computer Corp. (Duo), which was purchased in July 
1970. In November 1971, the Company sald the budness af Duo, together with, certain fDwl .assets, to 
Players Computer, Inc. (Playets) fbl: $9,000 of 6% notes and 5,000 .sham of capital st& of,Players 
(representing 25% of the outstanding shares). The notes and ib otmk have been valued at the face amount 
of the notes. The notes mature in twelve monthly instbents of $750, beginning ia March 1972. The 
Company's equity in msults of operations of Players since acquisitiofi, based upan unaudited flnandal 
statements, is not d@cant. 
Cd~tinuing opention8 do not indude the operating results df !Duo, which have been segkgated, and ate set 
forth wparately under the captian "loss fm ~se~tiaxued operations." Duo's 1970 loss is iaeluded from 
elate of acquisition. 

2. dthsr investments caasist of a $,50,000 partidpati* in a 51,000~000 note Lsued by Rapp Oa Carporaffw 
(RappX due on haember 10, f 970, secwed 6y a morigage on mtain d lews, and a $24,000 investmefit 
in 0-6 (5% dehtures  and stock) of $ihtmnw Properties, Inc. (Shatin~n). bring 1970, b o a  b p p  
md Sh$nnm ceased paying &$erest om their otr2igWms to the Company and Ptragp defaulted on the 
$1 , ~ D ~  date; ~ o r ~ y ,  a m p e  h$s prnvihQ against the investments. 
The Company, together with tb other particwants in the $P,a06,000 gore, is currently involved in 
litigatiolt in order tp obtain their pro aata &are ofthe proceeds from tlte oil leases undw mortgagk, and to 
&&in tttle ,€o thq. leases. 
' IWr &fl&p ~f the Company (who are aka 'diteators and m@jority st&oIdersi) guaranteed fa hold 4he 
'Cdn$laap &umkss$rm~ any laas resulting fmpt tb aforemntiotied investment$; however, it is not passlble 
at tins thm to debtmhre what action the o@ma wil4 take to sathfy their guarantee should the Invastmestn 
prove to b w6rWz1. The net e%ct of any p$ytucIYt ta the Company will be accounted for as a 
mfitAbut$cm go capiti. 
01 19'71, the afomentiaaed ofR~ezs paid $100iCW to .the Company, in wtisfaekion af tk i r  guwmtee of a 
nooe imd by Rapp which becam woi%Mess h 19%. The reimbursement net of applicable income tax 

I effe;et w& awoqnaxl bfor as a eapitd coz~trlbutian h ,1970. 

3. The Cmappy a d  it* mbnidiuy l e w  #cDdm vbih Pey hryewpy un&r agrwki~ts  tlut paidc for tha 
gaym~t  of minimurn annual mtlde @titn& lpprudqat6Iy $41,000 tht~ugh June 30, 1975 md 
$ 3 3 , ~ ~  ~ w e d t e r t h r o u ~  iwa 30,193'49" 
C.takt of Lege p & s  are sutabt at annual r e 1 k t r d ~ ' ~ ' a r m t l $ 1 5 , 0 0 0  through lvna 30,1973 md 
$7,W thereafter feu- Jme 30, 1975. 

4. In 1971, the '&ad of Wedm Prcl~ed and the ~ o k p a n y  paid a dhide.bd d$lbl,0$5 ($23 pn share]. 
The dividend was &u&~rized by &elhard sf Dinctors as 8 @t&utiofi xrf ispi41 md has w reflected 
in the f ! & l  statempa. l'b three offima referred to in Nnste 2 awn 67% of thQ. ot2t$&din@ mm 

' stock. 

I . ' ' 

> ' 



CONSOLIDATED STATEMENTS OF 
INCOME (LOSS) AND DEFICIT (Note 1) 

For the years ended December 31,1971 and 1970 

 cost^ and expenses: 

Cast of wNim ............. 
................................. Selling, general and administrative ~ ~ i ~ ~ i ~ t  I , ? T r t v  346,343 

' .  . I "  , ;  I 
I 1  '1 , , fiopr*& ~ m a m  EF ( ~ o t o ~ 6 )  ............. ,' ......... ; .,., . I 1 0 

, '  , , 8 ,  l*;i;!*f!\b.n ' ,- , ,  
76,328 

Prpdsion for 1- m .hve%tmenb wd loans (in 1970, set af rela4ed mcom~ I I 

tm benefit, $&,W@ (Note 2) ............................. : .... 6,000 10 1,000 

Net income (loss) ........................................ 7,054 (167,f 78) 

Retained eaminga ((deficit), beginning of year ............. 

See no te-s to financia3 statements. 
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R E P O R T  O F  I N D E P E N D E N T  CERTIFIED P U B L I C  A C C O U N T A N T S  

To the Mord of EWectors and Stookholdm of 
AGS Cmputets, kc.: 

We have e x 4  the consolidated balance sheet of AGS COMPUTERS, INC. and SUBSIDIARY as of December 31, 
1971 and the related m d i d a t e d  statements of income (loss) and deficit and changes in fmancial position for the year then 
ended. Our ex@na.tIalt was m d e  in accordance with generally accepted auditing standards, and accordingly induded such 
tests of the accounting records and such other auditing procedures as we oomidered necessary in the circumstaaces. We 
previously examined ad reported upon the financial statements of the Company and subsidiary for the year 1970. 

In our opinion, subject to the powntial increase in capital resulting from the guarantee of certain assets discussed in 
Note 2, the aforementioned fh1utd4 statements present fairly the consolidated financial position of AGS Computers, Inc. 
and Subsidiary at Demmber 3 1, 197 1 and 1970 and the consolidated results of operations and changes in fmancid position 
for the years then ended, in conformpity with generally accepted accounting principles applied on a consistent basis. 

LY BRAND, ROSS BROS. i% MONTGOMERY 

New York, March 6,1972. 
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