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Unaudited Consolidated Balance Sheet

ASSETS
Current assets:
Cash $ 108,440
Accounts receivable, less allowance
for doubtful accounts of $25,000 333,195
Unbilled production costs 6,861
Other current assets 181,361
Total current assets 629,857
Software, net 2,904,920
Equipment, furniture
and leasehold improvements, net 462,612
Other assets (Note 3) 131,318
$ 4,128,707
LIABILITIES AND STOCKHOLDERS® EQUITY
Current liabilities:
Accounts payable $ 76,752
Deferred income 983,812
Accrued payroll and
related liabilities 153,107
Other accrued liabilities 100,405
Current portion of
long-term debt (Note 2) 28,977
Total current liabilities 1,343,053
Long-term debt,
less current portion (Note 2) 363,853
Deferred taxes (Note 5) 68,000
Total liabilities 1,774,906
Stockholders®™ equity:
Common stock,
12,000,000 shares authorized,
5,525,586 shares issued and
outstanding 4,274,625
Accumulated deficit ( 1,897,982)
Other comprehensive income/(loss) (22,842)
Total stockholders® equity 2,353,801
$ 4,128,707

See Notes to Unaudited Consolidated Financial Statements.
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Unaudited Consolidated
Statements of Operations and Comprehensive Income

For the Three Months Ended March 31,

Net sales (See Note 4)
Costs and expenses:
Cost of sales
Selling, general & administrative
Total costs and expenses
Income from operations
Interest income/(expense)

Income before taxes

Provision for taxes
based on income (See Note 5)

Net iIncome

Foreign currency
translation adjustments

Total comprehensive income

Basic earnings per share (Note 6)

Basic weighted average
shares outstanding

Diluted earnings per share (Note 6)

Diluted weighted average
shares outstanding

See Notes to Unaudited Consolidated Financial

2004
$1,200,976
666,476
468,521
1,134,997
65,979

(26,775)

39,204

39,204

23,119

$ 62,323

$ .01

5,525,586

$ .01

5,880,486

2003
$1,518,044
850,396
542,624
1,393,020
125,024
(20,694)

104,330

3,000

101,330

$ 101,330

$ .02

4,904,234

$ .02

5,780,486

Statements.
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Unaudited Consolidated Statements of Cash Flows
For the Three Months Ended March 31,
Increase (Decrease) in Cash

2004 2003

Cash flows from operating activities:
Net income $ 39,204 $ 101,330
Adjustments to reconcile net income
to net cash provided by (used in)
operating activities:
Depreciation and amortization 229,462 288,643
Changes 1n operating assets
and liabilities:

Accounts receivable 79,281 71,541
Unbilled production costs (2,187) 1,701
Other current assets 3,024 (13,032)
Other assets - (16,093)
Accounts payable (8,418) (137,869)
Deferred income 97,677 (345,190)
Other accrued liabilities (55,866) (208,171D)
Accrued payroll and

related liabilities (100,220) (92,774)

Net cash provided by (used in)
operating activities 281,957 (349,914)

Cash flows from iInvesting activities:
Capital expenditures (136,573) (132,032)

Cash flows from financing activities:
Principal borrowings/(payments)

under long-term debt agreements, net (54,572) 475,792
Cash provided by (used in)
financing activities (54,572) 475,792
Net increase (decrease) in cash 90,812 (6,154)
Foreign currency effect on cash 7,094 -
Cash at beginning of period 10,534 31,877
Cash at end of period $ 108,440 $ 25,723

See Notes to Unaudited Consolidated Financial Statements.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. The unaudited consolidated financial statements included herein have
been prepared by management and include all normal and recurring adjustments
which are, in the opinion of management, necessary for a fair presentation of
the financial position at March 31, 2004, the results of operations and the
statement of cash flows for the three months ended March 31, 2004 and 2003 in
accordance with accounting principles generally accepted in the United States of
America. The consolidated financial statements include the accounts of Auto-
Graphics, Inc. and its wholly-owned owned subsidiary, A-G Canada Ltd. The
Company has no so-called special purpose entities or off-balance sheet or
derivative financing of any kind. All entities have been consolidated and all
material intercompany accounts and transactions have been eliminated.

The results of operations for the subject periods are not necessarily indicative
of the results for the entire year.

This Quarterly Report is qualified in its entirety by the information included
in the Company®"s Annual Report to the SEC on Form 10-KSB for the period ending
December 31, 2003 including, without limitation, the financial statements and
notes therein.

NOTE 2. The Company was in compliance with all of its financial loan covenants
as of March 31, 2004 under its bank credit agreement. In February 2004, the
Company concluded a new credit agreement with a new primary bank, Pacific
Mercantile Bank. The credit facility is a revolving line of credit with an
initial commitment of $750,000 declining to $500,000 on July 1, 2004 consistent
with the Company®s forecasted declining requirements for financing. The credit
facility matures on May 1, 2005 and may be extended to May 1, 2006 under certain
conditions. The interest rate on the new credit facility is the Wall Street
Journal bank prime rate plus a 2.5% margin declining to a 1.5% margin under
certain conditions. The credit facility is secured by all of the assets of the
Company and 1its subsidiary, A-G Canada Ltd. and requires that the Company
maintain certain minimum TFfinancial covenant ratios. At March 31, 2004, the
total borrowing was $350,000 with $400,000 in additional credit availability
under the credit facility.

NOTE 3. In February 2003, A-G Canada, Ltd. a wholly-owned Canadian subsidiary
of the Company, pledged a Guaranteed Income Certificate in the amount of $56,000
to Toronto Dominion Bank as collateral for a four-year Letter of Credit in the
amount of $56,000.
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MANAGEMENT"S DISCUSSION AND ANALYSIS

Selling, general and administrative expenses decreased $74,000 or 14% in 2004
from 2003. In 2003, the Company began investing heavily in sales and marketing
staff in an effort to reverse the declining sales trends, so far without
success.

Income from operations declined $59,000 from $125,000 in 2003 to $66,000 in 2004
due the significant decline in net sales.

Interest expense was $27,000 in 2004 up from $21,000 in 2003 due to an increase
in accrued interest for life insurance loans.

Provision for taxes based on income in 2003 reflects minimum state tax payments
and the effect of federal and state net operating loss carryforwards (See Note 5
T Notes to Consolidated Financial Statements).

Net income was $39,000 in 2004 compared to $101,000 in 2003, a decline of
$62,000 due the significant decline in net sales. Both basic and diluted
earnings per share was $0.01 in 2004 compared to a basic and diluted earnings
per share of $0.02 in 2003.
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CERTIFICATION

I, Robert S, Cope and Daniel E. Luebben, certify that we have reviewed this
quarterly report of Auto-Graphics, Inc. Based on our knowledge, this quarterly
report does not contain any untrue statement of a material fact or omit to state
a material Tfact necessary to make the statements made, in Qlight of the
circumstances under which such statements were made, not misleading with respect
to the period covered by this quarterly report. Based on our knowledge, the
financial statements, and other financial information included in this quarterly
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 quarterly report;

Date: May 17, 2004

/s/ Robert S. Cope
Robert S. Cope
Chairman of the Board
and President

/s/ Daniel E. Luebben
Daniel E. Luebben

Chief Financial Officer
and Secretary
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Additional documents available from Auto-Graphics, Inc.

The Company”’s Annual Report and Code of Ethical Conduct may be viewed and
printed on the Company’s website at http://www.auto-graphics.com and click on
the “company” hyperlink and then on the “Investor Relations” hyperlink. If you
would like to receive a printed copy of the Company’s Annual Report on Form 10-
KSB and/or a copy of the Company’s Code of Ethical Conduct at no charge, please
mail your request to Attention: Secretary, Auto-Graphics, Inc., 3201 Temple
Avenue, Pomona, California 91768, or send an e-mail to del@auto-graphics.com
with your return address or call Daniel E. Luebben, the Secretary of the
Company, at 1-800-776-6939 extension 1504.
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