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2005 ROUTE 22 
p,prt\ 1976 1s AGS in a labor Intensive business? 

Our business is  Pertahly more labor than capital 
intensive. Yet the sales per employee are $60,000 
at AQ$ compared to $31,000 for the average 

manufacturer, $24,000 for computer 
, service ComPenies, and between $2~,000 and 

$39,000 fQrsuch Industries as Chemlcgls, Pharma. 
Ce~tlcaiS, Motors and Papers, 

Q- What 18 the distrlbhtion of AGS* revenue8? 

snt CornPutQr oontraots for 100 ~ l l e n t s  repreeenh 
inE! 66 @Wsrrat* mmpanlss. The forms aparatim: 

to ~ p p ~ o x ~ ~ a t @ f y  2m owtamers. Twomthl&a- 
of al l  - 1 ~ s  Wem mvBSCt 8 ~ 1 ~  old c l~en t r  and, 

wt.8entsd l@38 t"han 10% @f kQJS bonlness, 

42, Why do ra ler  r i re  at r fartar a d  mom eensirteMd '-:pi 
rate Yhaa $@Jib? n #,$ 

Q. What is the main thrust of AGS' marketing 
activities? 

A. AQS Is emphasing its inter-discipl lnary capa- 
bllity. This approach-allows us to provide the 
grsatest value-added servlce through comblnlng 
our hardware and software consulting, engineer- 
Ing, analyrls, design and Implementation ski l ls 
with our training, technical writing, maintenance, 
forms design qnd, most Importantly, managerial 
talents. AGS is offering these services on a 
turnkey and partial resp~nslbil i ty basis for large 
corporations. These services are currently being 
offered malnly in  the New York Metropolltan Area. 

Q. What are AGS' near term plans for expansion? 

A, Developing, training and marketing coats are 
currad and expensed. in  increments which 
large relative to the related immediate revenu 
AGS has consistently trarried an administratl 
marketing and technical rataff geared to handle a 
volume of business substantially beyond I ts 
current requlrements. 

Q. What are AGS' future capital needs? 

A. Our currant return on capital (6096) Is sufficient 
to finance our current growth rats, (approximately 
40%). AGS' further penetration in turnkey systems 
(Hardware/Software products] may require snme 
additional capltal which would probably be ob- 
tained through borrowlngs. 

Q. What financial results does the company entici- 
pate for 19761 

A. AGS Is planning to offer Its .services over a wider A. AGS expects Its sales and profits to grow this 
geographic area and to expand i ts general can- year at a comparable rate to the respectively 40% 
sulting activities and to provlde additional and 33% compounded rate achieved over the last 
brokerage serv iceg. four years, 



AGS COMPUTERS, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS 
for the years ended December 3 1 ,  1975 and 1974 

1975 

@; Revenues from sales and services (Note 1) $3,875,651 
4 IfL+ ; !A,- 

Cost of sales and services 
I 

2,505,684 

Selling, general and administrative 

Income before Income taxes 

Inoome taxes (Note I): 
Federal, including deferred taxe8 of 

$32,000 and $40,Om 

State and local 

ANNUAL SALES 



AGS COMPUTERS, INC. AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS, December 31, 1975 and 1974 

ASSETS 

Current assets: 
Cash 
Temporary investments, at cost 

(approximates market) 
Accounts receivable 
Prepaid materials (Note 2) 
Other prepaid expenses 

Total current assets 

Fixed assets, at cost (Note 1): 
Furniture and equipment 
Leasehold improvements 
Automobiles 

Less, accumulated depreciation and 
amortization 

Investment i n  mun l~ ipa l  bands, at cost 
(approximate market $27,000 and $34,000) 

Other assets 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Current l iabi l i t ies: 
Accounts payable and accrued expenses 
Income taxes, principally deferred 

Total current l iabi l i t ies 

Commitments (Note 35 

Stockholders' equity (Note 4): 
Common stock, par value $.I0 per share; 

authorized 2,OQ0,000 shares, issued 
439,500 shares 

Palid-in capital, ns change during year 
Retained earnings, 8s annexed 

Less 9,600 and 4,350 shares of 
treasury stock, at eost 

Total stockholders' equity 

The accompanying notes are an integral part of 
' these ~Bnsolidated financial statements. 



AGS COMPUTERS, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
for the years ended December 3 1 ,  1975 and 1974 

Source of funds: 
. Net Income 

Depreciation and amortixation 
Write aff of non-current note re~@lvable 

Working capital provided fro~m operations 

Appl tcatirrn of funds: 
Reclassificatton of Envestment in municipal bonds 
Purchase of trearssry sbok 
Additions to fixed orsaets, net of dispositions of 

51,369 In qaf4 
increase tdetorua8eJ Cn ether assets 

inorease in wscklrvg oapitat 

lncrea8es (decreases] In the components of working 
capital am as foltows: 

Caeh 
Tenpurary Invwtments 
Aocorsrrts re~aSvrrLle 
Invetstment in Mumi~lpr i  bonds 
Prepaid materials a'nd expenses 
Accounts payable 
Accrued exprnrrs 

The abz*ompanying Rates are an integral part of 
thrsa consoildated trinancial statements. 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 

To the W r d  of Dimc"t'om and 
Stockholders of At38 thtnputers, Yne.: 
We have examined t b  maol~l&ted balance, sheet of AGS Computers, lnc. and Subsidiary as of 

I3oember 31, 1976 end thr relatw4 stabments of incame and retained earnings and changes in finan- 
cial m i t i o n  for the ar t k n  ended. Our wxamination was made in accordance with generally 
acmptad avdltlng st&n dt rds and, eewrdingly, included a.uah tests of the amounting records and suoh 
other auditing proeetduf'es 8% we mmli*rrtd necessary in the circumstances. We previously examined 
and rworted upon the fimwkall statements far the yBar ended December 31, 1934. 

In our opini~~n, the atomentionad consolidated financial statement$ present fairly the financial 
pasition 61 AG$ Cwputers, Inc. and GubsldAary at December 31, 1975 and 1974 and the results of 
their rapsrations and the chams in their financial position for the years then ended, in conformity' ' my, with generally accepted accounting principles applied an a consistent basis. . ,.A d-:;~ ,.. b b 

; . " I .  _ ' I  

Newark, New Jersey 
March 15, 1976 

COOPERS & LYBRANO 



AGS COMPUTERS, INC. AND SUBSIDIARY 
NOTES T O  CONSOLIDATED FINANCIAL STATEMENTS 

1. Significant Accounting Pol ic ies:  

The financial statements include the accounts of the Company and a wholly-owned subsidiary. 

For f inancial reporting purposes, computer sales and services (which arise principal ly from profes- 
sional services related to information systems i n  the computer software f ield) are recorded and ex- 
penses are charged to operations as services are performed. For income tax purposes, revenue i s  
recognized when bi l l ings are rendered; deferred income taxes are provided for the effect of such 
differences. With respect to business forms, sales, cost of business forms sold, and the related 
sel l ing expense are recorded when the forms are delivered to the customer by the manufacturer. 

Depreciation of furniture and equipment i s  computed on the straight-l ine method based on estimated 
useful lives. Leasehold improvements are amortized over the l i f e  of the lease. Investment tax  
credits are reflected as a reduction of federal income tax expense in  the year realized. The amounts 
of such credits for 1975 and 1974 were insignificant. 

2. Prepaid materials consist of the cost of purchased paper held by a printer-vendor and preprinted 
forms awaiting release authorization from customers. At December 31, 1974, prepaid materials also 
includes purchased computer equipment of $30,000 delivered and bi l led to a customer i n  1975. 

3. The Company has a profit sharing plan covering a l l  employees wi th one year of continuous employ- 
ment. The annual contribution under the plan, as determined by the Board of Directors ($40.000 in  
1975 and 1974) cannot exceed the maximum amount permissible as deductions for the Company under 
the applicable regulations of the Internal Revenue Code. 

4. The Company leases premises under agreements that provide for the payment of minimum annual 
rentals, excluding provisions for escalation based on certain increases i n  costs incurred by the 
lessors, aggregating approximately $52,000 in  1976, $38,500 i n  1977, $33,000 in  1978 and $16,500 i n  
1979. Total rental expense for the years ended December 31, 1975 and 1974 approximated $45,000 
and $37,000, respectively, after deducting sublease income of $12,500 and $22,000, respectively. 

5. In 1974, the stockholders approved a qual i f ied stock option plan under which options to purchase an 
aggregate of 30,000 shares of common stock may be granted up to March 12, 1984 to officers and em- 
ployees at pr ices not lower than the fair  market value at dates options are granted. In accordance 
wi th terms f ixed by the Board of Directors, options become exercisable i n  three equal annual instal l-  
ments commencing one year from date of grant and i n  a l l  cases expire f ive years from date of grant. 
A t  December 31, 1975, options for 19,300 and 13,800 shares are avai lable for future grants under the 
qualif ied and ncunqual i f ied plans, respectively. 

The Company had a similar stock option plan which expired in  1973. Options granted under that plan 
expire no later than 1978. 

The Company 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  off icers and employees 
at prices not less than 75% of the fair  market value at the date options are granted. I n  accordance 
wi th terms fixed by the Board of Directors, options become exercisable i n  three equal annual instal l-  
ments commencing on@ year from date of grant and i n  a l l  cases expire ten years from date of grant. 

Certain information wi th respect to options granted under a l l  plans i s  as foltows: 

Shams under- option 
at December 31, 

Granted 

Canceled 

1975 1974 

Number Option Number Option 
Of Pr ice Per 0 f Price Per 

Shares Share Shares Share 

40,800 $1.00-2.50 41,800 $1.00-4.50 

Shares under ,option at December 31, 37,700 $1.00-2.00 - 
At December 31, 1975, options for 27,965 shares were exercisable. 

.- . 
.No char ies-yere  made to inlcame-in connection wi th the aforementioned stock option plans since the 

"Oh* '%r 
ted compens'atian was not material. 



SALES 
81.245.000 

FIRST QUARTER 1976 

AGS COMPUTERS, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF INCOME 
FOR THE THREE MONTHS ENDED MARCH 31, 1976 AND 1975 

(UNAUDITED) 

REVENUES 

COST AND EXPENIEI 
Cssts of Servides and Sales 
Selling, General and Adrninistrrrtive 

INCOME BEFORE TAXES 
Provis ion for Taxes on Income 

N E T  INCOME 

EARNINGS P E R  SHARE 

BOOK V A L U E  P E R  SHARE 

FlWT QUARTER 
SALES (UNAUDITED) 

NET PROFIT BEFORE TAXES 
(CONTINUING OPERAT IONS 

FIRST QUARTER (UNAUDITED) 
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