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Software

+ Product and Catalog Content Management
+ Supplier Enablement
+ eProcurement
+ Asset Management
+ Spend Analysis and Management
+ Document Access and Collaboration

ePlus Enterprise Cost Management
¨

(eECM
¨

)

ePlus Technology

+ IT Services and Sourcing
+ Security, Storage, and Networks
+ IP Telephony
+ Managed Services
+ IT Outsourcing
+ Supply Chain Automation
+ Wireless/Mobile Communication and Computing Solutions

Financial Services

+ Leasing and Financial Solutions
+ Commercial, Federal, and Municipal Leasing
+ Healthcare Industry Financing
+ Bank Programs
+ Vendor Services
+ Lease Process Automation

Business Services and Solutions

+ Outsourced Procurement Services
+ Integrated Procurement and Asset Management
+ Compliance and IT Asset Management
+ Operations Consulting
+ Custom Software Design and Development
+ On-Site, On-Shore, and Off-Shore Enterprise Application

Development Services



J U L Y  2 0 0 5

To Our Shareholders:

2 0 0 5  W A S  A  Y E A R  O F  R E C O R D S  F O R  eP L U S  —  W E  A C H I E V E D  R E C O R D  R E V E N U E S

of $576 million (up 74% over 2004), record net earnings of $25.3 million (up 149% over 2004), and

record earnings per share of $2.68 (up 164% over 2004). A significant factor of the increase in net

earnings and earnings per share for the year was a $37 million payment received in settlement of a

patent infringement lawsuit. In our 15th consecutive year of positive earnings and strong cash flow,

we finished with almost $39 million of cash and cash equivalents, and we repurchased almost

450,000 shares of stock during the year. Since the stock repurchase program’s inception a few

years ago, we have repurchased more than 2.2 million shares to reduce our outstanding share total

to 8.6 million.

O U R  G R O W T H  I N  2 0 0 5  W A S  S U B S T A N T I A L L Y  G R E A T E R  T H A N  O U R  I N D U S T R Y

and is a direct result of our focus on providing customers with a unique solution set called

Enterprise Cost Management. We hire the best people, provide great training and tools, and then

give them the support needed to serve customers better than our competitors. We believe our set

of direct product sales, advanced technology services, and patented software provides a unique

solution to customers and sets ePlus apart from the competition.

I N  D E C E M B E R  W E  M O V E D  T O A N E W  C O R P O R A T E  H E A D Q U A R T E R S  B U I L D I N G ,

allowing us to showcase our advanced technology services and patent-pending Serverless Office.

Our state-of-the-art facility provides much needed room for growth and furthers our commitment

to provide our associates with the best tools, resources, and environment. We have always applied

a successful go-to-market strategy of using internally what we sell to customers, and our new

headquarters is a strong demonstration of our capabilities in the areas of Internet telephony, server

consolidation, and network design and implementation.

W E  C O M P L E T E D  T H E  A C Q U I S I T I O N  A N D  I N T E G R A T I O N of Manchester Technology’s 

IT sales and services business during 2005. We retained Manchester’s significant customers, and

welcomed their most valued employees to ePlus with new office locations and a vast array of

exciting new solutions to sell. A success on all fronts, the acquisition was the first to demonstrate

the capability of our Network of the Future and Serverless Office solutions as well as our centralized

administration structure. And like all of our acquisitions, we gained great new customers, new capa-

bilities, and a major presence in new geographic markets — in this case, metropolitan New York,

Baltimore, and Florida. 

W E  A L S O  G R E W  O R G A N I C A L L Y  I N  2 0 0 5 . In fact, about 50% of our growth resulted from

increased sales from existing customers. In Cisco equipment and services alone revenues more than

tripled, and we became one of Cisco’s national partners. We continue to build world-class

professional services capabilities to serve our customers in areas such as IP Telephony, server

consolidation, and business continuity — strengthening our vendor relationships. We have become a

‘go-to’ partner in many markets for major Tier 1 vendors such as Cisco, HP, IBM, and Microsoft, and

we are creating terrific opportunities for the future.

I N  2 0 0 5  W E  S U C C E S S F U L L Y P R O S E C U T E D  A  P A T E N T  I N F R I N G E M E N T  L A W S U I T

against a formidable competitor. ePlus received a $37 million cash settlement after a favorable jury

verdict finding that ePlus’ three patents were willfully infringed and not invalid. We continue to invest

in our growing portfolio of intellectual property and related software and business process solutions

that incorporate our patents. Our software and intellectual property have applicability in all aspects

of our business and give us a competitive edge in our IT sales, services, and leasing businesses.

They are the result of many years of dedication, substantial investment, and early innovation to

meet the needs of our customers in numerous markets, and we will defend them vigorously.

continued



O U R  S O F T W A R E  B U S I N E S S  C O N T I N U E D  T O  B E  S U C C E S S F U L , winning customers

such as PepsiCo, Cisco Systems, Deaconess Health Systems, and Purdue University. While the sales

cycle in the business was adversely affected by the patent lawsuit, our pipeline increased substan-

tially after the settlement. Our focus has been on ensuring quality and improving customer satisfac-

tion to increase upgrade, add-on, and new module sales, and we hosted our first customer summit

in October. We introduced a number of new products and upgrades in 2005 — Procure+ v 6.7,

Spend+ Visual Engine, and Content+ Supplier Portal — and we are making significant investments to

meet the market opportunity for on-demand architecture. The on-demand market plays to ePlus’ key

strengths as we have always delivered our solutions to best fit a customer’s requirements — enter-

prise, hosted, or as a fully outsourced service — and we have a number of modular products and

solutions that can be integrated to create a customized solution. The on-demand marketplace

should prove to be a great opportunity for ePlus.

O U R  L E A S I N G  C O M P A N Y  M A I N T A I N E D  I T S  A S S E T  B A S E in a very competitive market

and is poised for growth as capital equipment expenditures increase in a rising interest rate environment.

We continue to focus on several verticals — IT equipment, healthcare, and government leasing. In the

commercial markets, our Enterprise Cost Management approach continues to set us apart from the

competition by delivering total lifecycle management. Our software is a key differentiator and is utilized

by customers who want a comprehensive financial and asset management solution. To capture the

opportunity within our own customer base, we are introducing a small ticket program for IT sales and

expanding the staff in our healthcare financing unit. Federal leasing volume, which is highly dependent

on the federal government budgeting processes, was down for the year but we believe its long term

prospects are positive.

2 0 0 5  W A S  A  P E R I O D  O F  I N T E N S E  A N D  P R O D U C T I V E  C H A N G E in the evolution of

ePlus. We experienced high revenue growth, the largest acquisition to date and related costs, a

time-consuming patent infringement lawsuit, and a major project to meet the requirements of

Section 404 of the Sarbanes-Oxley Act. The direct and indirect costs of our SOX compliance efforts

will create long term benefits for ePlus as we have re-engineered many processes to create better

efficiencies and reduce costs. Today ePlus is a stronger, more nimble, and more process-oriented

company, better able to handle growth and capitalize on marketplace opportunities.

L O O K I N G  F O R W A R D ,  W E  B E L I E V E  A  P R I M A R Y  D R I V E R  I N  T H E  M A R K E T is process

and administrative efficiencies and reducing costs. Our customers seek a comprehensive lifecycle

approach to their IT and indirect supply chains. They want one vendor to provide a modularized

solution for procurement, supplier enablement, electronic consolidated statements and billing, total

lifecycle and asset management, electronic payment, and leasing options. Most importantly, they

want these services from a single, independent provider in order to retain the data necessary to

utilize best practices in spend management and strategic sourcing. ePlus delivers a unique blend of

IT products and services, software, business process outsourcing, and financing to address these

needs. These elements are the foundation of Enterprise Cost Management, and we believe it is the

best solution in the marketplace.

O N  B E H A L F  O F  e P L U S ,  I  W O U L D  L I K E  T O  T H A N K our employees, customers, and

investors for your confidence and continuing support of ePlus.

Phillip G. Norton

Chairman, President, and CEO

Today ePlus is 
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more nimble, 
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process-oriented

company,
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ePlus inc. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

Year Ended March  31,
2003 2004 2005

REVENUES

Sales of product  $          228,769,966  $           267,898,937  $        480,970,082
Sales of leased equipment                   6,095,830                                -                             -

              234,865,796               267,898,937            480,970,082

Lease revenues                 50,520,293                 51,253,518              46,343,797
Fee and other income                 14,260,057                 11,405,033              48,484,643

                64,780,350                 62,658,551              94,828,440

TOTAL REVENUES   (1)               299,646,146               330,557,488            575,798,522

COSTS AND EXPENSES

Cost of sales, product               201,277,000              236,283,350            432,774,189
Cost of sales, leased equipment                   5,891,789                                -                             -

              207,168,789              236,283,350            432,774,189

Direct lease costs                   6,582,409                 10,560,586              11,508,820
Professional and other fees                   3,188,046                   3,700,795                9,417,010
Salaries and benefits                43,426,999                 41,325,224              54,858,181
General and administrative expenses                 14,499,261                 14,630,731              18,253,106
Interest and financing costs                   8,308,382                   6,847,072                5,981,054

                76,005,097                 77,064,408            100,018,171

TOTAL COSTS AND EXPENSES   (2)               283,173,886               313,347,758            532,792,360

Earnings before provision for income taxes                 16,472,260                 17,209,730              43,006,162

Provision for income taxes                   6,759,551                   7,055,989              17,718,539

NET EARNINGS $                9,712,709 $              10,153,741 $           25,287,623

NET EARNINGS PER COMMON SHARE - BASIC $                         0.97 $                         1.09 $                      2.84

NET EARNINGS PER COMMON SHARE - DILUTED $                         0.96 $                         1.02 $                      2.68

WEIGHTED AVERAGE SHARES OUTSTANDING - BASIC                 10,061,088                   9,332,324                8,898,112
WEIGHTED AVERAGE SHARES OUTSTANDING - DILUTED                 10,109,809                   9,976,458                9,433,250

(1) Includes amounts from related parties of $145,926, $302,968 and $37,990 for the fiscal years ended March 31, 2003, 2004 and
2005, respectively.

(2) Includes amounts to related parties of $486,520, $443,065 and $520,711 for the fiscal years ended March 31, 2003, 2004 and
2005, respectively.

See Notes to Consolidated Financial Statements.
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Accounts
Receivable

Investment in Direct
Financing Leases Total

Balance April 1, 2003 $                   3,346  $                     3,407  $           6,753

Bad Debts Expense                           23                              24                   47
Recoveries                         (12)                              -                  (12)
Write-offs and other                    (1,773)                          (285)             (2,058)
Balance March 31, 2004                      1,584                         3,146               4,730

Bad Debts Expense                     1,131                              -               1,131
Recoveries                      (350)                              -                (350)
Write-offs and other                      (406)                            (90)                (496)
Balance March 31, 2005  $                 1,959  $                     3,056  $           5,015

Balances in “Write-offs and other” include actual write-offs and reclassifications from prior
years.

4. PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

As of March 31,
2004 2005

(In Thousands)

Furniture, fixtures and equipment  $            5,437  $        7,364
Vehicles                   117               155
Capitalized software                6,119            6,411
Leasehold improvements                   256            1,894
Less:  Accumulated depreciation and amortization               (6,699)           (9,176)
Property and equipment-net  $            5,230  $        6,648

Certain property and equipment assets for the year ended March 31, 2004 are shown in different
categories above than as previously reported.

5.  GOODWILL

As of March 31, 2005, the Company had goodwill, net of accumulated amortization, of $26.1
million, an increase of $5.9 million from March 31, 2004 as a result of the purchase of certain
assets and liabilities of Manchester Technologies, Inc.  As of March 31, 2004, the Company had
goodwill, net of accumulated amortization, of $20.2 million which was subject to the transitional
assessment provisions of SFAS No. 142.  No goodwill amortization expense was recognized
during the years ended March 31, 2003, 2004, and 2005.

As of March 31, 2004 and 2005, the Company has determined goodwill had not been impaired
and that no potential impairment existed, based on testing performed on September 30, 2003 and
2004.
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Accounts receivable $   939
Property and equipment 91
Other assets 41
Other assets – intangible 94
Goodwill 5,882
Accrued expenses and other liabilities (2,047)
Cash paid $5,000

The following table reflects the results of the Company’s operations on a pro-forma basis
(unaudited) as if the acquisition had been completed on April 1, 2003 (in thousands, except for
per-share data):

               Pro Forma (Unaudited)
               Year Ended March 31,

2004 2005
Operating revenue     449,466         601,605
Net income       12,069           25,010
Net earnings per share - Basic  $1.29  $2.81
Net earnings per share - Diluted  $1.21  $2.65

Weighted average shares outstanding - Basic  9,332,324       8,898,112
Weighted average shares outstanding - Diluted  9,976,458       9,433,250

The pro-forma financial information (unaudited) is not necessarily indicative of the operating
results that would have occurred had the acquisition been consummated as of the date indicated,
nor are they indicative of future results.
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