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Indicate by check mark whether the registranth@s filed all reports required to be filed by Sexti3 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastiags. YES X NO O

Indicate by check mark whether the registrant iaaaelerated filer (as defined in Rule 12b-2 offlxehange Act). YES [O NO [
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
PC Connection, Inc.
Merrimack, New Hampshire

We have reviewed the accompanying condensed cdasadi balance sheet of PC Connection, Inc. anddiabes (the “Company”) as of
March 31, 2005, and the related condensed consatidgiiatements of income and of cash flows fothihee-month periods ended March 31,
2005 and 2004, and the condensed consolidatedngat®f changes in stockholders’ equity for the#amonth period ended March 31, 20
These interim financial statements are the respditgiof the Company’s management.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigbamd (United States). A review of
interim financial information consists principalty applying analytical procedures to financial datal of making inquiries of persons
responsible for financial and accounting matteris substantially less in scope than an audit ooted in accordance with the standards o
Public Company Accounting Oversight Board (Unitedt&s), the objective of which is the expressioarobpinion regarding the financial
statements taken as a whole. Accordingly, we de@Rrptess such an opinion.

Based on our reviews, we are not aware of any mahtaodifications that should be made to such casdd consolidated interim financial
statements for them to be in conformity with acamnprinciples generally accepted in the Unitedt&t of America.

We have previously audited, in accordance withdsaaas of the Public Company Accounting OversighamioUnited States), the
consolidated balance sheet of PC Connection, it sabsidiaries as of December 31, 2004, and tatedeconsolidated statements of
income, stockholders’ equity, and cash flows far year then ended (not presented herein); andrireport dated March 21, 2005, we
expressed an unqualified opinion on those condelitiinancial statements. In our opinion, the infation set forth in the accompanying
condensed consolidated balance sheet as of Dec&hp2004 is fairly stated, in all material resjgeat relation to the consolidated balance
sheet from which it has been derived.

DELOITTE & TOUCHE LLP
Boston, Massachusetts
May 13, 2005
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PC CONNECTION, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Current Assets

Cash and cash equivalel
Accounts receivable, n
Inventorie—merchandisi
Deferred income taxe
Income taxes receivab

Prepaid expenses and other current a:

Total current assets

Property and equipment, r
Goodwill, net

Other intangibles, ne
Other asset

Total assets

PART [—FINANCIAL INFORMATION
ltem 1—Financial Statements

(amountsin thousands)

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current Liabilities:

Current maturities of capital lease obligatia

To affiliate
To third party
Note payabl—bank
Accounts payabl
Accrued expenses and other liabilit
Acquisition ear-out obligation

Total current liabilities

Capital lease obligation, less current maturit

To affiliate
To third party
Deferred income taxe

Total liabilities

Stockholder Equity:
Common stocl
Additional paic-in capital
Retained earning
Treasury stock at co

Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to condensed consolidated financiahstates.

-2

December 31

March 31,
2005 2004
(unaudited)
$ 6,33¢ $ 6,82¢
119,10( 120,75:
72,51 78,39(
2,87¢ 3,03¢
1,36¢ 1,32¢
4,43¢ 3,64
206,62¢ 213,97¢
16,74( 17,64
51,68 51,68’
2,952 3,04(
222 18¢
$278,23: $ 286,54.
$ 382 $ 373
39¢ 391
1,42 4,81(
75,024 79,70¢
16,73: 18,13¢
6,921 6,921
100,87¢ 110,34:
5,61¢ 5,71¢
70€ 841
3,67¢ 3,48¢
110,87! 120,38«
25k 25E
77,34: 77,09
92,04¢ 91,09¢
(2,286) (2,286)
167,35t 166,15¢
$278,23: $ 286,54.
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PC CONNECTION, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Net sales
Cost of sale!

Gross profit
Selling, general, and administrative exper
Special charge

Income from operations
Interest expens
Other, ne

Income before taxes

Income tax provisiol

Net income

Weighted average common shares outstani
Basic

Diluted

Earnings per common sha
Basic

Diluted

See notes to condensed consolidated financiahstats.

PART [—FINANCIAL INFORMATION
ltem 1—Financial Statements

(Unaudited)
(amounts in thousands, except per share data)

-3

Three Months Ended

March 31,
2005 2004

$323,85. $327,63!

286,51 293,71(

37,33¢ 33,92¢

35,41¢ 30,69(

— 1,03(

1,91¢ 2,20t
(272) (384)

(25) 47

1,621 1,86¢
(679 (710)

$ 94¢ $ 1,15¢
25,12} 24,99¢
25,36: 25,35¢

$ 04 % .0t
$ .04 % .0t
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PC CONNECTION, INC. AND SUBSIDIARIES
PART [—FINANCIAL INFORMATION
ltem 1—Financial Statements

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOC KHOLDERS’ EQUITY

Three Months Ended March 31, 2005
(Unaudited)
(amountsin thousands)

Common Stock

Treasury Shares

Amount Additional Retained Shares
Shares Paid-In Capital Earnings Amount Total
Balance- December 31, 200 25,46: $ 255 $ 77,09 $91,09¢ (362) $(2,28€) $166,15¢
Exercise of stock options, including income taxddfén 36 — 25C — — — 25C
Net income — — — 94 — — 94¢
Balance — March 31, 2005 2549¢ $ 258 $ 77,347 $92,04¢ (362) $(2,28¢) $167,35¢

See notes to condensed consolidated financiahstats.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART [—FINANCIAL INFORMATION
ltem 1—Financial Statements
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(amountsin thousands)

Cash Flows from Operating Activities:

Net income

Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Provision for doubtful accoun
Loss on disposal of fixed assi

Changes in assets and liabiliti

Accounts receivabl
Inventories

Prepaid expenses and other current a:
Other noi-current assel

Accounts payabl

Income tax benefits from exercise of stock opti
Accrued expenses and other liabilit
Deferred income taxe

Net cash provided by operating activit

Cash Flows from Investing Activities:

Purchases of property and equipm
Proceeds from sale of property and equipn
Payment of acquisition ez-out obligation
Cash escrow distributed for acquisiti

Net cash used for investing activiti

Cash Flows from Financing Activities:

Proceeds from sh¢-term borrowings
Repayment of shc-term borrowings
Repayment of capital lease obligatic

Exercise of stock optior

Net cash used for financing activiti

(Decrease) increase in cash and cash equiv:
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

See notes to condensed consolidated financiahséms.
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Three Months Ended

March 31,

2005 2004
$ 94¢ $ 1,15¢
1,71« 1,752
87¢ 77t
41 —
774 16,52
5,87¢ 10,67
(83¢) (83)
(34) 9
(4,68°) (19,989
49 84
(1,407 80E
352 1,172
3,671 12,88:
(779 (529)
13 —
— (10,299
— 5,00(
(760) (5,829
50,56( 88,31:
(53,94) (93,929
(21¢) (80)
201 56
(3,402 (5,63¢)
(497) 1,421
6,82¢ 2,971
$ 6,33¢ $ 4,39¢
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PC CONNECTION, INC. AND SUBSIDIARIES
PART |—FINANCIAL INFORMATION
ltem 1—Financial Statements
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)
(amountsin thousands, except per share data)

Note 1-Basis of Presentation

The accompanying condensed consolidated finanitdraents of PC Connection, Inc. and its subsisafiPC Connection,” “we,”
“us,” or “our”) have been prepared in accordanceaccounting principles generally accepted inUh&ed States of America. Such
principles were applied on a basis consistent thitise of the financial statements contained infourual Report on Form 10-K for the year
ended December 31, 2004 filed with the SecuritresExchange Commission. The accompanying condermemblidated financial stateme
should be read in conjunction with the financialtstents contained in our Annual Report on FornK1B the opinion of management, the
accompanying unaudited condensed consolidateddialestatements contain all adjustments (consigiimy of normal recurring
adjustments) necessary for a fair presentatiohefésults of operations for the interim periogsoreed and of the Company’s financial
condition as of the date of the interim balanceeshEhe operating results for the three months @mndizrch 31, 2005 may not be indicative of
the results expected for any succeeding quartdreoentire year ending December 31, 2005.

Revenue Recognition

Revenue on product sales is recognized at the potithe when persuasive evidence of an arrangemasis, the price is fixed and
final, delivery has occurred, and there is a reabmnassurance of collection of the sales procadsgenerally obtain oral or written
purchase authorizations from our customers foregifipd amount of product at a specified price. &ese we either (i) have a general practice
of covering customer losses while products arednsdit despite title transferring to the custonteha point of shipment or (ii) have FOB-
destination specifically set out in our arrangersemith federal agencies, delivery is deemed to lneairred at the point in time when the
product is received by the customer.

We provide our customers with a limited thirty-déyht of return generally limited to defective meandise. Revenue is recognized at
delivery and a reserve for sales returns is recbrdée have demonstrated the ability to make redderand reliable estimates of product
returns in accordance with Statement of Financ@odinting Standards (“SFAS”) No. 48, “Revenue Redbgn When Right of Return
Exists,” based on significant historical experier8kould such returns no longer prove estimablehalieve that the impact on our financials
would not necessarily be significant since themefrivilege expires thirty days after shipment.

All amounts billed to a customer in a sale transactelated to shipping and handling, if any, regrg revenues earned for the goods
provided and have been classified as “net salesst€related to such shipping and handling billiagsclassified as “cost of sales.”

Revenue for third party service contracts that etease recorded on a net sales recognition basialse we do not assume the risks
rewards of ownership in these transactions. Fadn soatracts, we evaluate whether the sales of seistices should be recorded as gross :
or net sales as required under the guidelines ithestcin Staff Accounting Bulletin No. 104, “RevenRecognition"and Emerging Issues Te
Force (“EITF”) Issue No. 99-19, “Reporting Rever@mmss as a Principal versus Net as an Agent.” Ugdess sales recognition, we are the
primary obligor, and the entire selling processirded in sales with our cost to the third pagyvice provider recorded as a cost of sales.
Under net sales recognition, we are not the primsatigor, and the cost to the third party servicavider is recorded as a reduction to sales,
with no cost of goods sold, thus leaving the ergiass profit as the reported net sale for thestxation.

Similarly, we recognize revenue from agency sakssactions on a net sales basis. In agency satesttions, we facilitate product
sales by equipment manufacturers directly to ostamers and receive agency fees for such transactide do not take title to the products
in these transactions; title is passed directlynftbe supplier to our customer.

-6-
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Advertising Costs and Reimbursements

Costs of producing and distributing catalogs aferded and charged to expense over the periocetddt catalog remains the most
current selling vehicle (generally one to two matiwhich approximates the period of probable bésneBither advertising costs are expensed
as incurred. Vendors have the ability to place ataments in the catalogs for which we receiveesiising allowances. These vendor
allowances, to the extent that they represent §peeimbursements of such specific, incrementadi elentifiable costs, are offset against
selling, general, and administrative expense orctimelensed consolidated statements of income. Aisivey reimbursements that cannot be
associated with a specific program funded by aividdal vendor or that exceed the fair value ofextiging expense associated with that
program are reclassified to cost of sales in a@wrd with EITF Issue No. 02-16, “Accounting by as@mer (Including a Reseller) for
Certain Consideration Received from a Vendor” (“EI02-16").

Advertising costs charged to expense were $5,68%4m80 for the three months ended March 31, 20@52004, respectively. Gross
advertising reimbursements received from vendore $6,618 and $6,181 for the three months endea@iMzit, 2005 and 2004, respectively.
We reclassified $3,148 and $563 of these reimbuesésrto cost of sales or inventory for the threeth® ended March 31, 2005 and 2004,
respectively.

Goodwill and Other I ntangible Assets

Intangible assets subject to amortization, comjstf customer lists, were $1,762 and $1,850 acMa&d, 2005 and December 31, 2(
respectively (net of accumulated amortization gD$8 and $970, respectively). For each of the thmeath periods ended March 31, 2005
and 2004, we recorded amortization expense of $88.

We have designated January 1 of each year as thevdgperform our annual impairment tests relaivgoodwill. This test was
completed in the first quarter of 2005, and no impant was recorded.

The estimated amortization expense for each ofithesucceeding years and thereafter is as follows:

For the Year Ended December 31,

2005 $265(A)
2006 352
2007 353
2008 352
2009 353
2010 and thereaftt 85

(A) Represents estimated amortization expense foritigennonths ending December 31, 20

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assasplioese estimates and assumptions affect therasn@ported in the accompanying
consolidated financial statements. Actual resutda differ from those estimates.

-7-
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Stock-Based Compensation

Compensation expense associated with awards & stamptions to employees and directors is measuset the intrinsic value
method in accordance with APB Opinion No. 25, “Agating for Stock Issued to Employees.” The intingilue method requires that
compensation expense, if any, be measured by ffeeetice between the fair value of our common stoul the strike price of the option as
of a measurement date. This measurement date ésajlgrnwhen both the number of shares and theesprilce of the options are determined.
Information concerning the impact of the utilizatiof the fair market value model prescribed by SPS 123, “Accounting for Stock-Based
Compensation,” is shown below.

We did not record any compensation expense unddnttinsic value method in the three-month periedded March 31, 2005 and
2004. Had we recorded compensation expense usngittvalue method under SFAS No. 123, pro formimcome and diluted net income
per share for the three-month periods ended Matohd@ild have been as follows:

Three Months Ended

March 31, 2005 2004

Net income, as reporte $ 94¢ $ 1,15¢
Compensation expense, net of taxes, under SFAS2& 12C 237
Net income, under SFAS No. 1 82¢ 921
Basic net income per share, as repo .04 .05
Basic net income per share, under SFAS No. .03 .04
Diluted net income per share, as repo .04 .05
Diluted net income per share, under SFAS No. .03 .04

We measured the fair value of options on their gdaite using the Black/Scholes option-pricing modieke key weighted-average
assumptions we used to apply this pricing modekveerfollows:

Three Months Ended

March 31, 2005 2004
Risk-free interest rate 3.4% 2.58%
Volatility 75.8(% 98.6(%
Expected life of option gran 4 years 4 year
Dividend yield 0% 0%

Note 2—Earnings Per Share

Basic earnings per common share is computed usengi¢ighted average number of shares outstandihge® earnings per common
share is computed using the weighted average nuaflsares outstanding adjusted for the incremeshitates attributed to options
outstanding to purchase common stock, if dilutive.

-8
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The following table sets forth the computation aiz and diluted earnings per share:

Three Months Ended

March 31, 2005 2004
Numerator:
Net income $ 94¢ $ 1,15¢
Denominator
Denominator for basic earnings per st 25,12; 24,99¢
Dilutive effect of unexercised employee stock opsi 23t 35¢
Denominator for diluted earnings per sh 25,36: 25,35¢

Earnings per shar
Basic $ .04 $ .0t

Diluted $ .04 $ .05

The following unexercised stock options were exetlitom the computation of diluted earnings perslier the three months ended
March 31, 2005 and 2004 because the exercise pridasse options were generally greater than ¥ieeage market price of common shares
during the respective periods:

Three Months Ended

March 31, 2005 2004

Anti-dilutive stock option: 1,24z 1,15:

Note 3—Reporting Comprehensive Income

We have no other comprehensive income in any opéhieds presented. Accordingly, a separate stattafeomprehensive income is
not presented.

Note 4—Segment and Related Disclosures

SFAS No. 131, “Disclosures About Segments of arefimise and Related Information,” requires thatliputbmpanies report profits
and losses and certain other information on thejpdrtable operating segments” in their annualiatetim financial statements. The internal
organization used by our Chief Operating Decisicaklkt (CODM) to assess performance and allocateiress determines the basis for our
reportable operating segments. Our CODM is our {decutive Officer.

Our operations are organized under three reportgideating segments—the “SMB” segment, which seswesll- and medium-sized
businesses, as well as consumers, the “Public Sesgtgment, which serves federal, state, and Igoaérnment organizations and educational
institutions, and the “Large Account” segment, aceplin April 2002, which serves medium-to-largepmrations.

-0-
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Segment information applicable to our reportableraping segments for the three months ended MakcB@5 and 2004 is shown
below:

Three Months Ended March 31, 2005

SMB Public Sector Large Acct. Eliminations Consolidatec
Segment Segment Segment

Sales to external custome $200,32f $ 47,16( $ 76,36t $ — $ 323,85:
Transfers between segme 46,24+ (46,249 —
Net Sales $246,56¢ $ 47,16( $ 76,36¢ $ (46,2449 $ 323,85!
Operating income (loss) before allocati $ 1259 $ 12 $ 436(C $ (15160 $ 1,91¢
Allocations 11,45: 3,362 347 (15,160 —
Operating income (lost 1,14¢ (3,239 4,01z — 1,91¢
Interest and oth—net (247) (60) 10 — (297)
Income (loss) before tax $ 897 $ (3,299 $ 4,02: 3 — $ 1,621

Selected Operating Expens:
Depreciation and amortizatic $ 149 $ 4 $ 17¢ 3 — $ 1,71
Special charge — — — — —

Balance Sheet Da:
Total asset $194,25: $ 49,20¢ $ 95,93t $ (61,169 $ 278,23:
Goodwill, net 1,17¢ 7,63¢ 42.88( — 51,687

Three Months Ended March 31, 2004

SMB Public Sector Large Acct. Eliminations Consolidatec
Segment Segment Segment

Sales to external custome $207,42: $ 53,85 $66,35¢ $ — $ 327,63!
Transfers between segme 46,84¢ — — (46,849 —
Net Sales $254,27. $ 53,85. $66,35¢ $ (46,84¢) $ 327,63!
Operating income (loss) before allocati $ 14,79¢ $ (149 $ 3,281 $ (15729 $ 2,20t
Allocations 11,97( 3,412 347 (15,729 —
Operating income (los! 2,82¢ (3,55%) 2,93¢ — 2,20t
Interest and oth—net (27€) (68) 7 — (337)
Income (loss) before tax $ 255 $ (3,62) $ 2941 % — $ 1,86¢
Selected Operating Expens:
Depreciation and amortizatic $ 1551 % 27 $ 17t % — $ 1,75:
Special charge 374 48¢ 167 — 1,03(
Balance Sheet Da:
Total asset $209,55¢ $ 63,91 $ 97,51« $ (94,89¢ $ 276,08
Goodwill, net 1,17: 7,63¢ 35,95¢ — 44,76¢

General and administrative expenses were chargiw t@portable operating segments, based ondbiinated usage of the underlying
functions. Interest and other expense was chaggttktsegments, based on the actual costs incoyredch segment, net of interest and other
income generated. The amount shown above repragdntal assets eliminated consists of inter-segmeseivables, resulting primarily from
inter-segment sales transfers reported above andifiter-segment service charges.

-10-
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Net sales by business segment, sales channelyaaidcp mix are presented belo

Three Months Ended

March 31, 2005 2004

Segment (excludes transfers between segm

SMB $200,32!  $207,42:
Public Secto 47,16( 53,85:
Large Accoun 76,36¢ 66,35¢

Total $323,85.  $327,63!

Sales Channg

Outbound Telemarketing and Field Se $227,23.  $247,82:
Online Interne 78,21° 57,63¢
Inbound Telesale 18,40: 22,17

Total $323,85.  $327,63!

Product Mix

Notebooks and PDA $ 60,85( $ 68,737
Desktop/Server 47,95 46,26¢
Storage Device 28,86 26,50:
Software 38,25« 41,29(
Net/Com Product 24,87 24,27¢
Printers and Printer Suppli 34,41¢ 36,88¢
Video, Imaging, and Sour 37,56¢ 39,10
Memory and System Enhanceme 17,747 16,86
Accessories/Othe 33,32¢ 27,70¢

Total $323,85.  $327,63!

Substantially all of our net sales for the threenthe ended March 31, 2005 and 2004 were made torass located in the United
States. Shipments to customers located in foredgntties aggregated less than 2% in each of thesgective periods. All of our assets at
March 31, 2005 and December 31, 2004 were locat#iei United States. Our primary target customersaall- to mediunsized business
(“SMBs”) comprised of 20 to 500 employees, fedestdfe, and local governmental agencies, educéfitstéutions, and medium-to-large
corporate accounts. Except for the federal govemym® single customer accounted for more than P#6tal net sales in the three months
ended March 31, 2005 and 2004. Net sales to therdbdovernment accounted for $10,030, or 3.1%taf het sales for the three months
ended March 31, 2005, and $14,467, or 4.4% of tetbkales for the three months ended March 314.200

Note 5 — Special Charges

We did not record any special charges in the thmeeths ended March 31, 2005. Although we incurrE@4din expenses related to staff
reductions in the first quarter of 2005, these viectuded in selling, general, and administratixpenses. For the three months ended March
31, 2004, we recorded a charge of $549 relatethtbreductions, a charge of $439 related to thedea Services Administration (“GSA”)
contract cancellation, and a charge of $42 relatediditional costs incurred as a result of a 208@ployee defalcation.

-11-
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A rollforward of restructuring reserves for theabmrmonths ended March 31, 2005 is shown below.

Workforce
GSA
Reductions . Review Other
Litigation
Matters Total
Balance December 31, 20 $ 24¢ $ 20C $ 724 $ 15 $1,18¢
Charges — — — — —
Cash payments and adjustme (68) — (7249 (15) (807)
Liabilities at March 31, 200 $ 181 $ 20C $— $— $ 381

Liabilities at March 31, 2005 and December 31, 28f&tincluded in accrued expenses and other liglsilon the balance sheet.

Note 6 — Acquisition of MoreDirect, Inc.

On April 5, 2002, we completed the acquisition affeDirect, Inc. Our Annual Report on Form 10-K foe year ended December 31,
2004 details this transaction. Under the term$iefagreement, MoreDirect's shareholder continudzkteligible to earn additional
consideration based upon MoreDirect achieving tadykevels of annual earnings before income taxerigh December 31, 2004. For the
years ended December 31, 2004, 2003, and 2002cemeesl ear-out consideration owed to MoreDireghareholder of $6,921, $11,593,
$10,829, respectively. We paid the 2004 earn-onsicieration in April 2005.

Note 7 — Commitments and Contingencies

We are subject to various legal proceedings arithslavhich have arisen during the ordinary coursbusiiness. These claims include a
patent infringement action filed in the U.S. DistiCourt for the Southern District of Ohio. We argively defending this action, including 1
filing of motion to dismiss. We believe the plaffits seeking damages of $800. We accrued $200dridurth quarter of 2004 and have
entered non-binding mediation to settle this liigia, which is continuing to date. In the opinicdihneanagement, the outcome of such matters
is not expected to have a material effect on marfcial position, results of operations, and céshd.

We are also subject to audit by various governragetcies relating to sales under certain governowritacts. As noted in our Annual
Report on Form 10-K for the year ended DecembeRB@4, the GSA, in the fourth quarter of 2003, eded the contract that our subsidiary,
GovConnection, had with that agency. Although tf@AGwarded GovConnection a new contract in AugQ8é2we have not received an
audit report or received a claim from the GSA cont® amounts that might be owed pursuant to thistaWe believe that we have provic
adequate reserves to cover any claims as theg telgiayment of fees required under the contraeth@ve reserved $800 for such fees or
penalties assessed. However, we will continue &buade such reserves in light of additional infotiorathat comes to our attention.

We have been informally advised that audit matteleated to GovConnection have been referred t@#mmartment of Justice for its
review. Such a referral exposes us to possibléa@rnages for non-compliance with the GSA contr@och damages can be substantial. No
reserves have been provided for such a claim beazfube preliminary nature of this matter. We wintinue to evaluate our reserves—as
they relate both to the GSA audit and the Departrokdustice investigation—in light of additionaformation that comes to our attention.
The ultimate outcome of these matters cannot bermdé@ted. Future events may result in conclusioasdhuld have a material impact, either
positively or negatively, on our results of opevas or financial condition. We have no indicatidrnndentional wrongdoing by
GovConnection regarding the GSA contract. In otdeaxssist in this evaluation, we engaged outsidesel and an independent accounting
firm to review our systems, policies, and proceduegative to its federal, state, and local governthtontracts. That review has been
substantially completed.
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Note 8 — Bank Borrowing and Trade Credit Arrangemerts

We have a $45,000 credit facility secured by suttitly all of our business assets. This facilitgsamended as of October 1, 2003 to
give us the option of increasing the borrowing pytal $20,000. Amounts outstanding under this figchiear interest at the prime rate (5.75%
at March 31, 2005). The credit facility includesigas customary financial and operating covenantduding minimum net worth and
maximum funded debt ratio requirements, and rd&ris on the payment of dividends, and default liecation provisions, none of which we
believe significantly restricts our operations. Thaximum allowable funded debt ratio under the aigrent is 2.0 to 1.0; our actual funded
debt ratio at March 31, 2005 was only 0.1 to 1uhded debt ratio is the ratio of average outstandaivances under the facility to EBITDA
(Earnings Before Interest Expense, Taxes, Depienigind Amortization). Borrowing availability undéne agreement was $43,577 at March
31, 2005.

Borrowings of $1,423 and $4,810 were outstandindeuthis credit facility at March 31, 2005 and Daber 31, 2004, respectively. T
credit facility matures on December 31, 2005, aiclvlime amounts outstanding, if any, become due.r#¢eived a commitment from the
bank dated March 1, 2005 to extend the facilitydoradditional three years to March 31, 2008 andit® the facility to $50,000 and retain
the $20,000 option to increase further, on subistinthe same terms as the existing facility. We i the process of negotiating definitive
documentation for the new agreement.

At March 31, 2005 and December 31, 2004, we hadrgg@greements with two financial institutionsféxilitate the purchase of
inventory from various suppliers under certain teland conditions. The agreements allow a collareghlposition in inventory financed by
the financial institutions up to an aggregated amad $45,000. The cost of such financing undes¢h@greements is borne by the suppliers
by discounting their invoices to the financial ingions as an incentive for us to purchase thedpcts. We do not pay any interest or
discount fees on such inventory financing. At MaBdh 2005 and December 31, 2004, accounts payatleded $6,499 and $8,215,
respectively, owed to these financial institutions.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Iltem 2 - MANAGEMENT’S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following Management'’s Discussion and AnalgéBinancial Condition and Results of Operationsitzins forward-looking statements
based on management’s current expectations, estgnahd projections about our industry, managensdrgliefs, and certain assumptions
made by management. All statements, trends, arsalgad other information contained in this repaetative to trends in net sales, gross
margin, and anticipated expense levels, as wetithsr statements, including words such as “antité#ya“believe,” “plan,” “estimate,”
“expect,” “may,” “project,” “will,” “would,” and “i ntend” and other similar expressions, constituteMard-looking statements. These
forward-looking statements involve risks and uncertaintes] actual results may differ materially from th@mnticipated or expressed in si
statements. Potential risks and uncertainties ideltamong others, those set forth under the capkantors That May Affect Future Results
and Financial Condition” included within this seati. Particular attention should be paid to the danary statements involving the indussy’
rapid technological change and exposure to inventisolescence, availability and allocations of gmaeliance on vendor support and
relationships, competitive risks, pricing risksdathe overall level of economic activity, and thedl of business investment in information
technology products. Except as required by lawunagertake no obligation to update any forward-lowkstatement, whether as a result of
new information, future events, or otherwise. Res\deowever, should carefully review the factorsfegh in other reports or documents tf
we file from time to time with the Securities an@tliange Commission.

Overview

PC Connection, Inc. (“we,” “us,” or “our”) is a nahal direct marketer of a wide range of informattechnology products and
services—including computer systems, software amigbperal equipment, networking communications, attér products, and accessories
that we purchase from manufacturers, distributamsl, other suppliers. We also offer a growing raofgepair, installation, and other services
performed by third-party providers. We operate tiglothree primary business segments: (a) consuemersmall- to medium-sized
businesses (“SMB”) through our PC Connection Ssil#ssidiary, (b) federal, state, and local goverrimaed educational institutions (“Public
Sector”) through our GovConnection subsidiary, ér)darge corporate accounts (“Large Account”) tigh our MoreDirect subsidiary.

We generate sales through (i) outbound telemaretind field sales contacts by account managerséacan the business, education,
and government markets, (ii) our Web sites, anyiibound calls from customers responding to aialogs and other advertising media.

Opportunities and Challenges

With our sales representing less than 1% of theadivapproximate $200 billion United States Infotioa Technology (“IT”) market,
we believe we have an excellent opportunity to gamd gain a larger share of this market. We argteiphat most of this additional market
share will come from smaller value-added reselldre have the largest share of the current IT makkiet expect our expanding service
offerings to compete effectively with these histatiservice providers.

As noted in our 2004 Annual Report on Form 10-k, @eneral Services Administration (“GSA”) canceliesdcontract with
GovConnection, following its review of that subsidi’'s contract management system and procedurethambssibility of the sale of
unqualified items and underpayment of required.féébough we received a new contract in August£0@e saw a significant year-over-
year decline in our federal government sales. @deifal government revenues may continue to beinetyatmpacted as GovConnecti
seeks to regain sales under the new GSA contrhid.matter is further discussed below in the saatiatitied “Factors That May Affect
Future Results and Financial Condition.”
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The primary challenges we face in effectively manggur business are: (1) increasing our SMB andi®$ector revenues while continuing
to improve our gross profit margins in all threéesasubsidiaries, (2) improving the productivityoafr sales personnel, and (3) effectively
managing and leveraging our selling, general, aimiristrative (“SG&A”") expenses over a higher sddase. With only modest growth
projected in the overall IT industry, any signifitaales growth for us must come through increasadket share. Competition is expected to
be even more intense in the future, which couldnpoite pressure on margins.

Results of Operations

The following table sets forth information deriviedm our statements of income expressed as a gageenf net sales for the periods
indicated.

Three Months Ended

March 31, 2005 2004
Net sales (in millions $323.¢ $327.€
Net sales 100.(% 100.(%
Gross margir 11. 10.4
Selling, general, and administrative exper 10.€ 9.4
Special charge — 0.3
Income from operatior 0.€ 0.7

Our overall decrease in sales resulted from sadtimedemand in our SMB and Public Sector segmeffiset in part by sales growth in
our Large Account segment. As noted in our Annug®tt on Form 10-K for the year ended DecembeRBQ4, we implemented a series of
gross margin improvement initiatives late in thstfguarter of 2004. These initiatives contribui@dur year-over-year increase in gross
margin in the first quarter of 2005. Additionallye revised our estimates relating to vendor comatten as a result of Emerging Issues Task
Force (“EITF”) Issue No. 02-16, “Accounting by astomer (Including a Reseller) for Certain ConsitleraReceived from a
Vendor” (“EITF 02-16"). Most product manufacturgmovide us with co-op advertising support in exa®for product coverage in our
catalogs as well as other advertising promotioisés pronouncement requires that such consideragamecorded as a reduction of cost of
sales unless the consideration represents reimhergdor costs incurred for a specific advertiginggram funded by an individual vendor
the first quarter of 2005, we reclassified $2.8lioml of additional advertising reimbursements icess of advertising costs incurred from
SG&A expenses to cost of goods sold and inventofithe $2.8 million reclassification, we reclas§2d6 million to cost of goods sold and
the balance to inventory. Such excess advertigimytrursements had previously been recorded asfset td SG&A expense, and that
reclassification resulted in year-over-year incesa®n a consolidated basis, of 0.8% in gross mangi 0.9% in SG&A expenses as a
percentage of net sales for the three months eMdech 31, 2005. SG&A rates were also adversely otgghby increased advertising
circulation costs and by our investment in fedeedés representatives in our Public Sector segment.
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Net Sales Distribution
The following table sets forth our percentage dfsades by business segment, sales channel, addgbnmix:

Three Months Ended

March 31, 2005 2004

Business Segme

SMB 62% 63%
Public Secto 14 17
Large Accoun 24 20
Total 10(% 10C%
Sales Channe
Outbound Telemarketing and Field Se 70% 76%
Online Interne 24 17
Inbound Telesale 6 7
Total 100% 10C%
Product Mix
Notebooks and PDA 19% 21%
Desktop/Server 15 14
Storage Device 9 8
Software 12 13
Net/Com Product 8 7
Printers and Printer Suppli 11 11
Videos, Imaging, and Sout 11 12
Memory and System Enhanceme 5 5
Accessories/Othe 10 9
Total 10(% 10C%

Gross Profit Margins
The following table summarizes our overall grossfipmargins, as a percentage of net sales, oeepéhiods indicated:

Three Months Ended

March 31, 2005 2004
Segmen
SMB 12.2% 10.9%
Public Secto 10.1 8.7
Large Accoun 10.t 9.8
Total 11.5% 10.4%

As discussed previously, our revised estimatesimgléo EITF 02-16 resulted in a 1.3% improvemengioss margin rate in the SMB
segment. Despite increased competition in its efutand government markets, our Public Sector segnvas able to improve its gross
margin rates by implementing certain gross mangjitnakives and by increasing agency sales. ChaingelereDirect’'s customer mix and
increased supplier rebates led to a year-overipeegase in our Large Account segment’s marginfi@téhe first quarter of 2005.

-16-



Table of Contents

Operating Expenses
The following table breaks out our more significaperating expenses for the periods indicated {ilioms of dollars):

Three Months Ended

March 31, 2005 2004
Personnel cosi $ 23.¢ $ 22.€
Advertising, ne 2.2 (1.3
Facilities operation 2.1 2.4
Credit card fee 1.8 1.8
Depreciation and amortizatic 1.7 1.8
Bad debt: 0.€ 0.4
Other, ne 3.4 2.8
Total $ 35.4 $ 30.7
Percentage of net sal 10.€% 9.4%

Personnel costs continue to represent the majofrityir operating expenses, with sales personnetsepting the largest portion of th
costs. Our other operating costs, except for ceadid fees and bad debts, tend to be relativebdfixver changing sales levels. Net adverti
increased due to an increase in our catalog ciionland as a result of a revision of the estimataployed while implementing EITF 02-16,
discussed earlier.

For the three months ended March 31, 2005 and 2@®4ecorded gross advertising expense of $5.7omifind $4.5 million,
respectively. For the three months ended Marct28@5 and 2004, we received total vendor advertiinging of $6.6 million and $6.2
million, respectively. We reclassified $3.1 milliand $0.6 million of these reimbursements to césates and inventory. As discussed
earlier, we revised our estimates used to determmness vendor advertising in 2004, and accordji&#ly8 million of the first quarter 2005
reclassification referred to above relates to ithigsion in our estimates. Our net advertising espencreased year over year in the first
quarter of 2005. Although the level of vendor coamlvertising support available to us from certaanofacturers has declined from previous
years, and may decline further in the future, therall level of c-op advertising support has remained consistett @it levels of spending
for catalog and other advertising programs. Weelelithat the overall levels of co-op advertisingart available over the next twelve
months will be consistent with our planned advergjgprograms.
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Year-Over-Year Comparisons
Three Months Ended March 31, 2005 Compared to Three Months Ended March 31, 2004

Changes in net sales and gross profit by busireggaent are shown in the following table (dollarsnitlions):

Three Months Ended March 31,

2005 2004
AMOURt o o Net % of Net %
Sales Amount Sales Change
Sales:
SMB $200.: 61.£% $207 . 63.2% (3.9%
Public Secto 47.2 14.€ 53.¢ 16.4 (12.9)
Large Accoun 76.4 23.€ 66.4 20.2 15.1
Total $323.¢ 100.(% $327.¢ 100.(% (1.2)%
Gross Profit:
SMB $ 24¢ 12.2% $ 22.7 10.9% 7.%
Public Secto 4.8 10.1 4.7 8.7 2.1
Large Accoun 8.C 10.t 6.t 9.¢ 23.1
Total $ 37.c 11.5% $ 33.¢ 10.4% 10.(%

Net saledor the first quarter of 2005 decreased comparebédirst quarter of 2004 due to decreases infsdiB and Public Sector

segments, as explained by the following:

Net sales for our SMB segment decreased year @ardue to a softening in the sr- to medium-sized market during the first quarter
of 2005. Sales representatives for the SMB segiotaied 424 at March 31, 2005, an increase frome@March 31, 2004. However,
sales productivity declined year over year as aritgjof this yea-over-year increase occurred over the last six moi

Net sales for our Public Sector segment decreasadoyer year due to a 30.7% decline in salesadettleral government and a 5.’
decline in sales to state and local governmensamtl educational organizations. As noted eafleeral government revenues decli
due to the cancellation of our GSA contract in #83. We received a new contract in August 20@#saek to rebuild this business.
Sales representatives for the Public Sector segrotiéd 102 at March 31, 2005, a decline from aDWarch 31, 2004

Net sales for our Large Account segment increased gver year by 15.1%, its fifth consecutive gerdytyea-over-year increase.
Average annualized sales productivity increased%@over the prior year quarter as its sales reptatees increased revenues from
existing customers as well as acquired new acconrke large corporate market. Sales represeptafinr this segment totaled 71 at
March 31, 2005, down from 78 at March 31, 2C

Gross profitfor the first quarter of 2005 increased comparettédfirst quarter of 2004, as shown by the ababéetin both dollars and

gross margin rates in all three sales subsidiagieexplained by the following:

Gross profit for our SMB segment increased year gear, as the decrease from lower sales was diffseh increase in gross margin
rates. Gross margins increased primarily as atrebthe revision of estimates used to reclass €xgendor consideration from SG&A
to cost of goods sold. As discussed earlier, wiassed an additional $2.6 million of vendor consatien to cost of goods sold in the
first quarter of 2005 as compared to the first tpraof 2004, representing nearly all of the 133dpsint improvement in this segment’s
gross margin. Gross margins were negatively impldgyeincreased shipping costs and tighter competjiricing pressures. However,
due to the gross margin initiatives begun in 2004 were able to stabilize gross profit rates. Theiatives included more stringent
management of discounting, more extensive and &stgales training on costs and margins, and tatgetgrovements in sales pricing,
sales incentives, and account managen

-18-



Table of Contents

. Gross profit for our Public Sector segment incrdadespite a decline in sales due to the increaie gross margin rate. We were able
to improve margin rates by increasing amldsales of accessories and other companion pthuour system sales, as well as incree
service and agency revenues. (Since we are ngritimary obligor in an agency sale, the cost totktiel party service provider is
recorded as a reduction of sales, with no cosbofigsold, thus leaving the entire gross profitesreported net sale for the transacti

. Gross profit for our Large Account segment increladige to corresponding increases in sales and grasgn rates. The addition of
higher margin business, as well as increased ®rpgiimbursements and greater use of early paydigciunts, contributed to its
margin improvemen

Selling, general, and administrative expenseseased for the first quarter of 2005 and alsodased as a percentage of sales as
compared to the first quarter of 2004. As notedieathe dollar increase was primarily relatedtte EITF 02-16 reclassification of $2.8
million from SG&A to cost of goods sold and inventdn our SMB segment.

We have concentrated our efforts on managing oeradvoperating costs. Personnel costs generatiguat for over two-thirds of our
SG&A expenses, as shown earlier in the table of A@&penses. While we plan to continue our focusamtrolling discretionary
expenditures, we expect that our SG&A expense maay depending on changes in sales volume, as wétlealevels of continued
investments in key growth initiatives such as lgrmore experienced outbound sales account manag@myving marketing programs, and
deploying next generation Internet technology topgut our sales organization.

SG&A expenses attributable to our operating segsnarg summarized below (dollars in millions):

Three Months Ended March 31,

2005 2004
Amount % of Net % of Net
Sales Amount Sales % Change
SMB $23.4 11.7% $ 195 9.4% 20.(%
Public Secto 8.C 16.¢ 7.8 14.F 2.€
Large Accoun 4.C 5.2 3.4 5.1 17.€
Total $ 35.4 10.€% $ 30.7 9.4% 15.:

. SG&A expenses for our SMB segment increased iffitsiequarter of 2005 compared to the same pendeDi04, and also increased ¢
percentage of net sales from 2004. Net advertisiaggased as a result of the previously discuseadar consideration reclassification
as well as increased catalog circulation costhérfitst quarter of 2005 compared to the first tgranf 2004

. SG&A expenses for our Public Sector segment inecalghtly in the first quarter of 2005, but weignificantly higher as a percent:
of net sales from the comparable period in 2004 Jignificant decrease in our federal sales destdribove accounted for the increase
in this segment’s SG&A expense as a percentagaled.sWe retained our experienced sales persam@agticipation of our new GSA
contract, which was awarded in August 2C

. SG&A expenses for our Large Account segment ine@as the first quarter of 2005 in dollars and geecentage of net sales comp:
to the first quarter of 2004. SG&A expenses fos ge@gment represent the lowest of the three segrasrat percentage of net sales,
reflecting the nature and efficiency of this segt’s variable cost field sales and d-shipping operating mode
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We did not record any special charges in the thmesths ended March 31, 2005. Although we incuri@d $nillion in expenses related
to staff reductions in the first quarter of 200%ede were included in SG&A expense. A roll forwafd@pecial charges for the period prese!
is shown below. There were no changes in estiniat@sy of the periods presented.

Workforce
GSA
Reductions . Review
Litigation
Matters Other Total
Balance December 31, 20 $ 24¢ $ 20C $ 724 $ 15 $1,18¢
Charges — — — — —
Cash payments and adjustme (68) — (7249 (15) (807)
Liabilities at March 31, 200 $ 181 $ 20C $— $— $ 381

In the three months ended March 31, 2004, we recbadcharge of $0.5 million related to staff rethng, a charge of $0.4 million
related to the 2003 General Services Administratimmtract cancellation, and a charge of $0.04 omillielated to additional costs incurred .
result of a 2003 employee defalcation.

Income from operationdecreased by $0.3 million to $1.9 million for thest quarter of 2005 from $2.2 million for the firguarter of
2004. Income from operations as a percentage fales decreased to 0.6% for the first quarte©063rom 0.7% for the first quarter of
2004. This decrease was attributable to the changet sales, gross margin, and SG&A expensessagssed above.

Interest expensdecreased due to lower average borrowings outstgnithe first quarter of 2005 as compared tdfitisé quarter of
2004.

Our effective tax rate was 41.5% for the first qeaof 2005 and 38.0% for the first quarter of 200He increase was due primarily to
state tax loss carryforwards in certain jurisdietianot recognizable as offsets to tax chargeshiergtirisdictions.

Net incomedecreased by $0.3 million to $0.9 million for thstf quarter of 2005 from $1.2 million for the firguarter of 2004,
principally as a result of the decrease in incoroenfoperations.

Liquidity and Capital Resources

Our primary sources of liquidity have historicaligen internally generated funds from operationshamtbwings under our bank line of
credit. We have used those funds to meet our dapjairements, which consist primarily of operaabneeds, capital expenditures for
computer equipment and software used in our busjresl more recently, earn-out payments requirééruour 2002 merger agreement with

MoreDirect.

We believe that funds generated from operatiomgtteer with available credit under our bank linedit, will be sufficient to finance
our working capital, capital expenditure, and ottegjuirements at least for the next twelve calentgamths. We expect our capital needs for
the next twelve months to consist primarily of ¢apéxpenditures of between $3.0 and $4.0 millgayments on capital and operating lease
obligations of approximately $4.0 million, and adi earn-out payment of $6.9 million under our neeragreement with MoreDirect. We
expect to meet our cash requirements for the mestveé months through a combination of cash on heash generated from operations, and,
if necessary, additional borrowings on our bank lifi credit.

Our ability to continue funding our planned growtloth internally and externally, is dependent uponability to generate sufficient
cash flow from operations or to obtain additionaids through equity or debt financing, or from otbeurces of financing, as may be
required. While at this time we do not anticipageding any additional sources of financing to fond operations, if demand for information
technology products declines, our cash flows frgrarations may be substantially affected. See alsted risks listed below under “Factors
That May Affect Future Results and Financial Caoiodit’
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Summary Sources and Uses of Cash
The following table summarizes our sources and abeash over the periods indicated (in millions):

Three Months Ended

March 31, 2005 2004

Net cash provided by operating activit $ 3.7 $ 12.¢
Net cash used for investing activiti (0.8 (5.9
Net cash used for financing activiti (3.9 (5.7)
(Decrease) increase in cash and cash equiv: $ (0.5 $ 14

Cash provided by operatiomecreased in the first quarter of 2005 comparddddirst quarter of 2004 primarily due to high€&02
collections of receivables and decreases in invgnpartially offset by higher 2004 reductions mypbles. Our overall Days Sales
Outstanding for the three months ended March 305 2@ proved to 43 days, from 44 days at March 8042 but down from 42 days at
December 31, 2004.

At March 31, 2005, we had $75.0 million in outsteagdaccounts payable. Such accounts are genewtiywithin 30 days of incurrence
and will be financed by cash flows from operationshort-term borrowings under the line of cretiis amount included $6.5 million
payable to two financial institutions under seguajreements to facilitate the purchase of inventafe believe we will be able to meet our
obligations under our accounts payable with caslvdlfrom operations and our existing line of credit

Cash used for investing activitieelude our capital expenditures in periods presgrprimarily for computer equipment and
capitalization of internally-developed software.dktbnally, according to the terms of our mergeresmgnent with MoreDirect, we continue to
use cash to fund earn-out payments due to the fashareholder of MoreDirect. We paid $10.3 milliarearn-out consideration in the first
quarter of 2004, whereas we did not pay the 200d-eat liability of $6.9 million in the first quartesf 2005. That payment was made in A
2005.

Cash used by financing activitieslated to a decrease in our net borrowings by 88llibn and $5.6 million under our bank line of
credit in the three months ended March 31, 20052884, respectively.

Debt I nstruments, Contractual Agreements, and Related Covenants

Below is a summary of certain provisions of ourditréacilities and other contractual obligationtsisl qualified in its entirety by the
terms of the actual agreements, which are on fillke the Securities and Exchange Commission. Foenrdormation about the restrictive
covenants in our debt instruments and inventorgrfaing agreements, see “Factors Affecting Sourtemjaidity.” For more information
about our obligations, commitments, and continges)cee our consolidated financial statementstaddcompanying notes included in this
quarterly report.

Bank Line of Credit Our bank line of credit provides us with a boriogvcapacity of up to $45 million, based on suéfitt levels of
trade receivables to meet borrowing base requiresnand depending on meeting minimum EBITDA (eagaibefore interest, taxes,
depreciation, and amortization) and equity requéets, described below under “Factors Affecting $esirof Liquidity.” Amounts
outstanding under this facility bear interest a& piime rate (5.75% at March 31, 2005). Borrowia§$1.4 million were outstanding under
this credit facility at March 31, 2005. Substanialll of our assets are collateralized as sectoitythis facility, and all of our subsidiaries are
guarantors under the line of credit. Borrowing &ality under the line was $43.6 million at Margfh, 2005. The credit facility matures on
December 31, 2005, at which time amounts outstandimny, become due. We received a commitmemn fitee bank dated March 1, 200%
extend the facility for an additional three yeardtarch 31, 2008 and to raise the facility to $5®i0ion and to retain the $20.0 million opti
to increase further, on substantially the samegdexsithe existing facility. We are in the procefssagotiating definitive documentation for
new agreement.

This facility operates under an automatic cash rmament program whereby disbursements in excessdéhble cash are added as
borrowings at the time disbursement checks clemb#nk, and available cash receipts are first eg@lgainst any outstanding borrowings and
then invested in short-term qualified cash invesitsieAccordingly, borrowings under the line aresslfied as current.
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Inventory Trade Credit ArrangemenWe have security agreements with two financialiftugons to facilitate the purchase of inventory
from various suppliers under certain terms and ttimmd. These agreements allow a collateralizedd fipsition in certain branded products
inventory financed by these financial institutioAthough the agreements provide for financing @i aggregate of $45 million, any
outstanding financing must be fully secured by kmdé inventory. We do not pay any interest or distt fees on such inventory financing;
such costs are borne by the suppliers as an inesfiati us to purchase their products.

Liquidity Table for Contractual Obligation3he following table sets forth information with pext to our long-term obligations payable
in cash as of March 31, 2005 (in thousands):

Payments Due By Period

Less Thar 1-3 3-5 More Than
Total 1 Year Years Years 5 Years
Contractual Obligations:
Capital lease obligatioris $945¢ $ 1,028 $2,051 $2,20: $ 4,17
Operating lease obligatiol 6,454 2,98 2,491 93t 46
Earr-out obligation for acquisitio 6,921 6,921 — — —
Total $22,83! $10,92¢ $4,54: $3,13¢ $ 4,22:

(1) Including interest, excluding taxes, insurance, emtimon area maintenance chart

Capital LeasesWe have a fifteen-year lease for our corporate tpgaders with an affiliated company related throaglnmon
ownership. We also have a three-year lease faaioetbmputer equipment with an unrelated party.s€Heases require us to make lease
payments aggregating from $1.0 million to $1.2 imillper year. In addition to the rent payable uriberfacility lease, we are required to pay
real estate taxes, insurance, and common areagnairge charges.

Operating LeasedVe also lease facilities from our principal stockless and facilities and equipment from third pEstunder non-
cancelable operating leases. See the above “Liguidible for Contractual Obligations” for lease aoitments under these leases.

Earn-out Provisions of MoreDirect Merger Agreemeaffe completed the acquisition of MoreDirect in A@2002. Under the terms of
this agreement, we were required to make additipagients to the former shareholder of MoreDireceitain earnings levels were achie
through December 31, 2004. Eavat payments aggregating $6.9 million, $11.1 milli@and $10.8 million were made in 2005, 2004, aB{3;
based on MoreDirect’s 2004, 2003, and 2002 earniegpectively. We made the 2004 earn-out paynfed®.@ million in April 2005.

We do not have any other off-balance sheet arrangtshat have or are reasonably likely to haweireent or future material effect on
our financial condition, changes in financial cdiafi, revenues or expenses, results of operatiigusdity, capital expenditures, or capital
resources.

Factors Affecting Sources of Liquidity

Internally Generated Fund3he key factors affecting our internally generdig@ttls are our ability to minimize costs and fulgha&ve

our operating efficiencies and profitable operagidimely collection of our customer receivablas] amanagement of our inventory levels.
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Bank Line of CreditOur credit facility contains certain financial i@iand operational covenants and other restric{ioohiding
restrictions on additional debt, guarantees, divildeand other distributions, investments, and Jierith which we and all of our subsidiaries
must comply. Any failure to comply with these cogats would not only prevent us from borrowing aiddial funds under this line of credit,
but would also constitute a default. This credilfey contains two financial tests:

. The funded debt ratio (defined as the averageandstg advances under the line for the quarterdéd/by the consolidated EBITDA
for the trailing four quarters) must not be morartt2.0 to 1.0. Our actual funded debt ratio at M&t, 2005 was 0.1 to 1.

. Minimum Consolidated Net Worth must be at least3@2nillion, plus 50% of consolidated net incomedach quarter since Decem
31, 2001 (loss quarters not counted). Such amoastoalculated at March 31, 2005 as $135.2 millidmereas our actual consolidated
stockholder’ equity at this date was $167.4 millic

The borrowing base under this facility is set &#86f qualified commercial receivables, plus 50%goélified government receivables,
less $20 million of the formula availability whichust be held in reserves. As of March 31, 2005, 648llion of the facility was available
for additional borrowings.

Inventory Trade Credit Agreementhese agreements contain similar financial ratiab @erational covenants and restrictions as those
contained in our bank line of credit described ad&uch agreements also contain cross-defaultgioma whereby a default under the bank
agreement would also constitute a default undesetiagreements. Financing under these agreeméimgésl to the purchase of specific
branded products from authorized suppliers, anduatscoutstanding must be fully collateralized byeintories of those products on hand.

Capital MarketsOur ability to raise additional funds in the capitearket depends upon, among other things, geretaiomic
conditions, the condition of the Information Techogy industry, our financial performance and stpcice, and the state of the capital
markets.

Recently Issued Financial Accounting Standards

In December 2004, the Financial Accounting Stansl&alard issued SFAS No. 123(R), “Share-Based Payr®RAS 123(R)). This
Statement is a revision of SFAS 123, “AccountingStock-Based Compensation,” and supersedes APBi@pNo. 25, “Accounting for
Stock Issued to Employees,” and its related implgaten guidance. SFAS 123(R) requires a compamyeasure the grant date fair value of
equity awards given to employees in exchange fmices and recognize that cost over the periodgheh services are performed. SFAS 123
(R) was deferred by the Securities and Exchangen@ission in April 2005 and is now effective for theginning of the first fiscal year after
June 15, 2005 and will be effective for our inteqorarter ending March 31, 2006. We are evaluatiegwo methods of adoption allowed by
SFAS 123(R): the modified-prospective transitiortmoe and the modified-retrospective transition mdthAdoption of SFAS 123(R) may
materially increase stock compensation expensalaaease net income. In addition, SFAS 123(R) reguhat the excess tax benefits rel
to stock compensation be reported as a cash idflmw financing activities rather than as a redutctid taxes paid in cash from operations.

Inflation
We have historically offset any inflation in opengt costs by a combination of increased produetiaiid price increases, where
appropriate. We do not expect inflation to havégaiicant impact on our business in the future.

Factors That May Affect Future Results and FinancidCondition

Our future results and financial condition are defsnt on our ability to continue to successfullyrkes, sell, and distribute information
technology products and services, including comguteardware, and software. Inherent in this preeese a number of factors that we must
successfully manage in order to achieve a favorfaidecial condition and favorable operating resuRotential risks and uncertainties that
could affect our future financial condition and ogténg results include, without limitation, the lfislving factors:
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We have experienced variability in sales, and theris no assurance that we will be able to maintainrpfitable operations.

Several factors have caused our sales and resueations to fluctuate and we expect thesedltddns to continue on a quarterly
basis. Causes of these fluctuations include:

. changes in the overall level of economic activity;

. the condition of the personal computer industrgeneral;

. changes in the level of business investment inrimétion technology products;
. shifts in customer demand for hardware and softwesducts;

. industry shipments of new products or upgrades;

. the timing of new merchandise and catalog offerings

. fluctuations in response rates;

. fluctuations in postage, paper, shipping, and printosts and in merchandise returns;
. adverse weather conditions that affect responsgijlition, or shipping;

. shifts in the timing of holidays;

. changes in our product offerings;

. changes in consumer demand for information tectyyopwoducts; and

. changes in vendor distribution of products.

In addition, customer response rates for our cgsaémd other marketing vehicles are subject tatiaris. The first and last quarters of
the year generally have higher response rates wtglewo middle quarters typically have lower resporates.

We base our operating expenditures on sales fdsedbeur revenues do not meet anticipated lewethe future, we may not be able to
reduce our staffing levels and operating expensasimely manner to avoid significant losses froperations.

Despite our August 2004 award of an authorizationd sell to the federal government under a new Gendr&ervices Administration
schedule, our sales to that organization may not gain prior years’ sales levels, which would negatély impact our business.

In November 2003, we were advised that the GSAalfattits contract with our subsidiary, GovConnewtifollowing a review of its
contract management system and procedures thahavayresulted in the sale of unqualified itemsratarpayment of required fees. The
matter has been referred to the Department ofcduiir review, and we are cooperating in that ievihile we were awarded authorization
in August 2004 to resume selling to the federalegnment under a new GSA schedule, we have expedesignificant year-over-year
declines in our 2004 and 2005 federal governmdassaccordingly, our revenues may continue to deeesely impacted as we attempt to
regain this business.
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We are exposed to inventory obsolescence due to tta@id technological changes occurring in the perswal computer industry.

The market for personal computer products is cheraed by rapid technological change and the featjintroduction of new products
and product enhancements. Our success dependgérplart on our ability to identify and market puots that meet the needs of custome!
that marketplace. In order to satisfy customer dehand to obtain favorable purchasing discountshawe and may continue to carry
increased inventory levels of certain productssByloing, we are subject to the increased risk\ntory obsolescence. Also, in order to
implement our business strategy, we intend to nortiamong other things, to place larger than &fpitventory stocking orders, and incre
our participation in first-to-market purchase ogpaities. We may also participate in end-of-lifecleypurchase opportunities and market
products on a private-label basis, which wouldéase the risk of inventory obsolescence. In additiee sometimes acquire special purchase
products without return privileges. There can bessurance that we will be able to avoid lossedeadlto obsolete inventory. In addition,
manufacturers are limiting return rights and as® dhking steps to reduce their inventory expobyrsupporting “build-to-order” programs
authorizing distributors and resellers to asserbfaputer hardware under the manufacturers’ brarfusse trends reduce the costs to
manufacturers and shift the burden of inventorly tisresellers like us which could negatively imipagr business.

We acquire products for resale from a limited numbe of vendors; the loss of any one of these vendoesuld have a material adverse
effect on our business.

We acquire products for resale both directly froemnuorfacturers and indirectly through distributord ather sources. The five vendors
supplying the greatest amount of goods to us doitesti 69% and 64% of our total product purchaselsdrthree months ended March 31,
2005 and 2004, respectively. Among these five vesidaurchases from Ingram Micro, Inc. represent 2nd 27% of our total product
purchases in the three months ended March 31, 2082004, respectively. Purchases from Tech DatpdCation comprised 24% and 14%
of our total product purchases in the three moattged March 31, 2005 and 2004, respectively. PeeshBiom Hewlett-Packard Company
(“HP") represented 9% and 12% of our total proquatchases in the three months ended March 31, 2002004, respectively. No other
vendor supplied more than 10% of our total proguethases in the three months ended March 31, 2002004, respectively. If we were
unable to acquire products from Ingram, HP, or Teata, we could experience a short-term disrugtidhe availability of products and such
disruption could have a material adverse effeadamnresults of operations and cash flows.

Substantially all of our contracts and arrangemeiitis our vendors that supply significant quanstid products are terminable by such
vendors or us without notice or upon short notidest of our product vendors provide us with tracedi, of which the net amount
outstanding at March 31, 2005 was $75.0 milliorrnTiaation, interruption, or contraction of relatsvips with our vendors, including a
reduction in the level of trade credit providedis) could have a material adverse effect on oanfiral position.

Some product manufacturers either do not permio g&ll the full line of their products or limitémumber of product units available to
direct marketers such as us. An element of oumlessi strategy is to continue to increase our fj@ation in first-to-market purchase
opportunities. The availability of certain desirgducts, especially in the direct marketing chirimes been constrained in the past. We
could experience a material adverse effect to asiness if we are unable to source first-to-mapkethase or similar opportunities, or if we
face the reemergence of significant availabilitpstoaints.

We may experience a reduction in the incentive pragms offered to us by our vendors.

Some product manufacturers and distributors prougiwith incentives such as supplier reimbursem@atgment discounts, price
protection, rebates, and other similar arrangeméihis increasingly competitive computer hardwareketzhas already resulted in the
following:

. reduction or elimination of some of these incenfivegrams;
. more restrictive price protection and other terars]
. reduced advertising allowances and incentivespiinescases.

Many product suppliers provide us with op-advertising support and in exchange we feahe# products in our catalogs. This supy
significantly defrays our catalog production experia the past, we have experienced a decreabe ip\el of co-op advertising support
available to us from certain manufacturers. Thellef co-op advertising support we receive from samanufacturers may further decline in

the future. Such a decline could decrease our gnagsgin and increase our SG&A expenses as a pagenf sales and have a material
adverse effect on our cash flows.
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We face many competitive risks.

The direct marketing industry and the computer potelretail business, in particular, are highly petitive. We compete with consur
electronics and computer retail stores, includungesstores. We also compete with other direct mtarkef hardware and software and
computer related products, including an increasmgber of Internet retailers. Certain hardware softlvare vendors, such as HP, IBM, and
Apple, who provide products to us, are also selliver products directly to end users through tbein catalogs and over the Internet. We
compete not only for customers, but also for cadypertising support from personal computer produahufacturers. Some of our
competitors have larger catalog circulations aratamer bases and greater financial, marketingo#émer resources than we do. In addition,
some of our competitors offer a wider range of piadd and services than we do and may be able pomdsmore quickly to new or changing
opportunities, technologies, and customer requirgsadlany current and potential competitors alseehgreater name recognition, engage in
more extensive promotional activities, and adoptaraggressive pricing policies than us. We expestaetition to increase as retailers and
direct marketers who have not traditionally solchpoiters and related products enter the industry.

In addition, product resellers and direct markesgescombining operations or acquiring or mergiritpwther resellers and direct
marketers to increase efficiency. Moreover, cureamdt potential competitors have established or estgblish cooperative relationships
among themselves or with third parties to enhahe& products and services. Accordingly, it is plolesthat new competitors or alliances
among competitors may emerge and acquire signtfiteanket share.

We cannot assure you that we can continue to cengiisctively against our current or future comipes. If we encounter new
competition or fail to compete effectively against competitors, our business may be harmed.

We face and will continue to face significant priceompetition.

Generally, pricing is very aggressive in the pess@omputer industry and we expect pricing presstoeontinue. An increase in price
competition could result in a reduction of our firafargins. There can be no assurance that webwilible to offset the effects of price
reductions with an increase in the number of custsphigher sales, cost reductions, or otherwitsn,Aur sales of personal computer
hardware products are generally producing lowefitom@argins than those associated with softwarelpets. Such pricing pressures could
result in an erosion of our market share, reduedgssand reduced operating margins, any of whicidchave a material adverse effect on
our business.

The methods of distributing personal computers andelated products are changing and such changes maggatively impact us and
our business.

The manner in which personal computers and relateducts are distributed and sold is changing,reevd methods of distribution and
sale, such as online shopping services, have ethergedware and software manufacturers have sottingy intensify their efforts to sell,
their products directly to end users. From timére, certain manufacturers have instituted progréonthe direct sales of large order
guantities of hardware and software to certain megoporate accounts. These types of programs matyneie to be developed and used by
various manufacturers. Some of our vendors, inolgdipple, HP, and IBM, currently sell some of thgioducts directly to end users and
have stated their intentions to increase the lefselich direct sales. In addition, manufacturerg aitempt to increase the volume of software
products distributed electronically to end usens.idcrease in the volume of products sold throughsed by consumers of any of these
competitive programs or distributed electronicatlyend users could have a material adverse effeotioresults of operations.

We could experience system failures which would ietfere with our ability to process orders.

We depend on the accuracy and proper use of ouageament information systems including our telephsystem. Many of our key
functions depend on the quality and effective zdifion of the information generated by our managernmormation systems, including:

. our ability to manage inventory and accounts reafgi collection;
. our ability to purchase, sell, and ship producfiehtly and on a timely basis; and

. our ability to maintain operations.
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Our management information systems require contimpgrades to most effectively manage our operatan customer database.
Although we maintain some redundant systems, willhdfita backup, a substantial interruption in nggemaent information systems or in
telephone communication systems, including thoseltiag from natural disasters as well as powes,ltesdlecommunications failure, and
similar events, would substantially hinder our ipilo process customer orders and thus could hawaterial adverse effect on our business.

We rely on the continued development of electronicommerce and Internet infrastructure development.

We have had an increasing amount of sales madettowénternet in part because of the growing uskaateptance of the Internet by
end users. No one can be certain that acceptaxcasarof the Internet will continue to developtmatta sufficiently broad base of consumers
will adopt and continue to use the Internet aneéotnline services as a medium of commerce. Sélesnaputer products over the Internet
not currently represent a significant portion oémall computer product sales. Growth of our Intesades is dependent on potential customers
using the Internet in addition to traditional meafsommerce to purchase products. We cannot aetuaredict the rate at which they will
do so.

Our success in growing our Internet business wilehd in large part upon the development of amstfucture for providing Internet
access and services. If the number of Internesumetheir use of Internet resources continuesdw gapidly, such growth may overwhelm
the existing Internet infrastructure. Our abilityibcrease the speed with which we provide senticesistomers and to increase the scope of
such services ultimately is limited by and reliapbn the speed and reliability of the networks atet by third parties and these networks
may not continue to be developed.

We depend heavily on third-party shippers to deliveour products to customers.

We ship approximately 56% of our products to cugtistby DHL Worldwide Express (“DHL"), with the reimder being shipped by
United Parcel Service, Inc. and other overnighivéey and surface services. A strike or other imgtion in service by these shippers could
adversely affect our ability to market or deliveogucts to customers on a timely basis.

We may experience potential increases in shippingaper, and postage costs, which may adversely affer business if we are not
able to pass such increases on to our customers.

Shipping costs are a significant expense in theatjpe of our business. Increases in postal onshgprates and paper costs could
significantly impact the cost of producing and nimgjlour catalogs and shipping customer orders.agegprices and shipping rates increase
periodically and we have no control over future@ases. We have a long-term contract with DHL winef@HL ships products to our
customers. We believe that we have negotiated &eishipping rates with DHL. We generally invoaetomers for shipping and handling
charges. There can be no assurance that we wvalbbleeto pass on to our customers the full cosludtiag any future increases in the cost, of
commercial delivery services such as DHL.

We also incur substantial paper and postage celstied to our marketing activities, including proihg and mailing our catalogs. Paper
prices historically have been cyclical and we haxgerienced substantial increases in the pastifi8amt increases in postal or shipping rates
and paper costs could adversely impact our busifieasicial condition, and results of operatiorartigularly if we cannot pass on such
increases to our customers or offset such incrdasesducing other costs.

Privacy concerns with respect to list developmentral maintenance may materially adversely affect oubusiness.

We mail catalogs and send electronic messagesiesia our proprietary customer database and &nfiat customers whose names
we obtain from rented or exchanged mailing listarldtwide public concern regarding personal priveeg subjected the rental and use of
customer mailing lists and other customer inforomato increased scrutiny. Any domestic or foreiggislation enacted limiting or prohibitil
these practices could negatively affect our busines
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We face many uncertainties relating to the colleabin of state sales or use tax.

We presently collect sales and use taxes on shf@educts to residents in many states. Taxablkesgal customers were approximately
29% of our net sales during the three months eiedh 31, 2005. Various states have sought to imposdirect marketers the burden of
collecting state sales and use taxes on the s@pgeducts shipped to their residents. In 1992 Uhded States Supreme Court affirmed its
position that it is unconstitutional for a statartgpose sales or use tax collection obligationawmout-of-state maibrder company whose or
contacts with the state are limited to the distiluof catalogs and other advertising materialedgh the mail and the subsequent delivery of
purchased goods by United States mail or by irdegstommon carrier. However, legislation that waengand the ability of states to impose
sales and use tax collection obligations on dineatketers has been introduced in Congress on n@rasions. Additionally, certain states
have adopted rules that require companies andafféiates to register in those states as a caondibf doing business within those states.
Moreover, due to our presence on various formseaftimnic media and other operational factors,amntacts with many states may exceed
the limited contacts involved in the Supreme Coage. We cannot predict the level of contactsithafficient to permit a state to impose on
us a sales or use tax collection obligation. Twouwfcompetitors have elected to collect salesimactaxes in all states. If the Supreme Court
changes its position or if legislation is passeduerturn the Supreme Court’s decision, or, if artwere to determine that our contacts with a
state exceed the constitutionality permitted castebe imposition of a sales or use tax collectibligation on us in states to which we ship
products would result in additional administratespenses to us, could result in tax liability faspsales as well as price increases to our
customers, and could reduce demand for our product.

We are dependent on key personnel.

Our future performance will depend to a significartent upon the efforts and abilities of our semixecutives. The competition for
qualified management personnel in the computerymsdndustry is very intense, and the loss ofiseraf one or more of these persons ¢
have an adverse effect on our business. Our suaodsglans for future growth will also depend on aility to hire, train, and retain skilled
personnel in all areas of our business, includaigssaccount managers and technical support pexsdrrere can be no assurance that we
will be able to attract, train, and retain suffidigualified personnel to achieve our businessativjes.

We are controlled by two principal stockholders.

Patricia Gallup and David Hall, our two princip&aekholders, beneficially own or control, in thegaggate, approximately 68% of the
outstanding shares of our common stock. Becauteeofbeneficial stock ownership, these stockhaaen continue to elect the members of
the Board of Directors and decide all matters néigistockholder approval at a meeting or by atemittonsent in lieu of a meeting. Simila
such stockholders can control decisions to adopenal, or repeal our charter and our bylaws, or tdker actions requiring the vote or
consent of our stockholders and prevent a takeafves by one or more third parties, or sell or otlise transfer their stock to a third party,
which could deprive our stockholders of a contr@mium that might otherwise be realized by therndnnection with an acquisition of us.
Such control may result in decisions that are ndhé best interest of our public stockholderssdnnection with our initial public offering,
the principal stockholders placed substantiallyshfires of common stock beneficially owned by tlima voting trust, pursuant to which
they are required to agree as to the manner afigstich shares in order for the shares to be v8tazh provisions could discourage bids for
our common stock at a premium as well as have ativegmpact on the market price of our commonlstoc
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 3—QUANTITATIVE AND QUALITATIVE DISCLOSURES ABO UT MARKET RISK

We invest cash balances in excess of operatingreggents in short-term securities, generally witlitimities of 90 days or less. In
addition, our unsecured credit agreement providebdrrowings which bear interest at variable rét@sed on the prime rate. We had
borrowings outstanding of $1.4 million pursuanbte credit agreement as of March 31, 2005. We belikat the effect, if any, of reasonably
possible near-term changes in interest rates ofirmurcial position, results of operations, andhctews should not be material. Our credit
agreement exposes earnings to changes in shoristegrast rates since interest rates on the uridgriybligations are variable. However, as
noted above, borrowings outstanding totaled $1ldomion the credit agreement at March 31, 2008l #ye average outstandings borrowing
during the first quarter of 2005 were not mateathange in earnings resulting from a hypotheti@%o increase or decrease in interest rates
is not material.
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PC CONNECTION, INC. AND SUBSIDIARIES
PART I—FINANCIAL INFORMATION
Item 4 — CONTROLS AND PROCEDURES

Our management, with the participation of our Clrécutive Officer and Interim Chief Financial @#r, evaluated the effectiveness
of our disclosure controls and procedures as otMa&d., 2005. The term “disclosure controls and @doces,” as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange At98#, as amended (the “Exchange Act”), means cisrdral other procedures of a
company that are designed to ensure that informagiquired to be disclosed by a company in thertepibat it files or submits under the
Exchange Act is recorded, processed, summarizeldsegoorted, within the time periods specified ia 8EC’s rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensurertfaatmation required to be disclosed by a
company in the reports that it files or submitsemtthe Exchange Act is accumulated and communidatdte company’s management,
including its principal executive and principaldimcial officers, as appropriate to allow timely idamns regarding required disclosure.
Management recognizes that any controls and preesdno matter how well designed and operatedpoarnde only reasonable assuranci
achieving their objectives and management necéssaplies its judgment in evaluating the cost-igmelationship of possible controls and
procedures. Based on the evaluation of our disotosontrols and procedures as of March 31, 2005Cbief Executive Officer and Interim
Chief Financial Officer concluded that, as of sdelte, our disclosure controls and procedures wiéetiwe at the reasonable assurance level.

No change in our internal control over financigloging (as defined in Rules 13a-15(f) and 15d-18(ider the Exchange Act) occurred
during the fiscal quarter ended March 31, 2005 tlagtmaterially affected, or is reasonably likelynaterially affect, our internal control o\
financial reporting.
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PART II—OTHER INFORMATION

Item 2—Unregistered Sales of Equity Securities andse of Proceeds

(e) The following table provides information abquirchases by the Company during the quarter endedhvB1, 2005 of equity
securities that are registered by the Company putsio Section 12 of the Exchange 2

ISSUER PURCHASES OF EQUITY SECURITIES

(c) (d)

Total Number of Maximum Approximate
(@) (b) Shares Purchaser Dollar Value of Shares

Total Number of Average Price as Part of Publicly that May Yet Be
Shares (or Units’ Paid per Share (ol Announced Plans Purchased Under the

Period Purchased Unit) or Programs Program (1)

01/01/0%-01/31/05 — — = $ 12,714,00
02/01/0%-02/28/05 — — — $ 12,714,00
03/01/0:-03/31/05 — — — $ 12,714,000
Total: — — — $ 12,714,00

(1) Our Board of Directors approved the repurctasas of shares of our common stock having a vafug to $15.0 million in the
aggregate pursuant to a repurchase program anrsonddarch 28, 200:

Item 5—Other Information

On April 22, 2005, the Compensation Committee efBoard of Directors (the “Committeedf PC Connection, Inc. reviewed execu
officer compensation and approved base salaryaseefor the following named executive officersdefined in Item 402(a)(3) of Regulati
S-K) effective April 9, 2005. The Committee madeaimanges to incentive, equity, or other componehtse compensation of the named
executive officers.

Executive Previous Base Salar New Base Salar

Patricia Gallup

President, Chief Executive Officer, and Chairn $ 430,00( $  445,00(
Robert Wilkins

Executive Vice Presidel $ 415,00( $  430,00(
Bradley Mousseau

Vice President of Human Resourt $ 200,00( $ 208,00(

On April 14, 2005, our subsidiary GovConnectiorg.)rentered into an amendment to its lease witthRaén Investors Limited
Partnership for property located in Fairfield, Ceaticut. The amendment was effective April 14, 20@§uires a monthly payment of
$16,667, and has a term of two years.
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Item 6—Exhibits

Exhibit
Number Description

10.1 * Amendment, dated April 14, 2005, to the Lease Agied between GovConnection, Inc. and Fairhavenshove
Limited Partnership, dated May 1, 2003, for propéstated in Fairhaven, Connectic

15 * Letter on unaudited interim financial informatic

31.1 * Certification of the Company’s President and CEirécutive Officer pursuant to Section 302 of theb&nes-
Oxley Act of 2002

31.2 * Certification of the Company’s Treasurer and Ime@hief Financial Officer pursuant to Section 302he
Sarbane-Oxley Act of 2002

32.1 * Certification of the Company’s President and CHEirécutive Officer pursuant to 18 U.S.C. Section, 35
adopted pursuant to Section 906 of the Sart-Oxley Act of 2002

32.2 * Certification of the Company’s Treasurer and Ime€hief Financial Officer pursuant to 18 U.S.C. et 1350,
as adopted pursuant to Section 906 of the Sar-Oxley Act of 2002

* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

PC CONNECTION, INC. AND SUBSIDIARIES

Date: May 16, 2005 By: /S/ PATRICIA GALLUP

Patricia Gallug
Chairman and Chief Executive Offic

Date: May 16, 2005 By: /S/ JACK FERGUSON

Jack Ferguso
Treasurer and Interim Chief Financial Offic
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Exhibit 10.1
FIRST AMENDMENT OF LEASE

THIS FIRST AMENDMENT OF LEASE (the Amendment”) made as of March 10, 2005 amoRgIRHAVEN INVESTORS
LIMITED PARTNERSHIP, a Pennsylvania limited partnership, with its prpaiplace of business at c/o Berwind Property Gréup, 770
Township Line Road, Suite 150, Yardley, Pennsyladari067, Attention: Connecticut Asset Manager {thandlord ") and
GOVCONNECTION, INC. , with a place of business at 2150 Post Road, kilf€onnecticut 06824 (theTenant”).

WITNESSETH:

WHEREAS, Landlord is the owner of that certain ting (the “Building ") located at 2150 Post Road, Fairfield, Connec¢tiiB824
(the “ Property ");

WHEREAS, Landlord and Tenant are parties to a sfees for a portion of the Building being 8,000table square feet in area (the “
Premises”) by Lease dated May 1, 2003 (th©ftiginal Lease”); the Lease is guaranteed by PC Connection,ipd.ease Guaranty dated
May 1, 2003 (the Guaranty ");

WHEREAS, Landlord and Tenant have agreed to extemderm of the Lease with respect to the spadadtibe 8,000 rentable square
feet), establish the rent for such extended paiwtito make certain corresponding changes to thed;e

NOW, THEREFORE , in consideration of the mutual promises containeictin and Ten Dollars ($10.00) and other valuable
consideration, the receipt of which is hereby agkirdged, and subject to the approval of this Ameawinby Landlord’s lenders, Landlord
and Tenant hereby covenant and agree as follows:

1. Defined Terms.

1.1 The term ‘Lease” as used herein and in the Original Lease shaflmamnd refer to the Original Lease as amendediby th
Amendment.

1.2 Capitalized terms used herein but not otherdégmed herein shall have the meanings givenémtin the Lease.
2. Amendments. Landlord and Tenant agree to amend the Leaset ésrth below in this Section 2. Each party herefaresents to the
other that it is duly authorized to execute, delaed perform this Amendment.
2.1 Term. Section 2.01 of the Lease is hereby amendeddahadfollowing:

“Tenant has exercised its right to extend the Léasene (1) additional two (2) year period (thEifst Extension Period”)
pursuant to Article 17 of this Lease, and Landiand Tenant hereby confirm that the Expiration B!l now be May 31, 2007.”

2.2 Rent Section 4.01(a) of the Lease is hereby amendadddhe following to the rent table as set fortisection 4.01(a) of the

Lease:
Annual Base Ren Annual Base Rent pe Monthly Base Ren
Period Rentable Square Foa
Lease Year. $ 200,000.0 $ 25.0C $ 16,666.6
Lease Year $ 200,000.0 $ 25.0C $ 16,666.6



3. Additional Rent . Tenant confirms its agreement that it is requtgedontinue to pay Tenant’s Share of Tax IncreasesTenant’s
Share of Expense Increases during the First Exieri3eriod based upon the same Base Tax Year amdEB@gnse Year as were initially
established by the Lease.

4. Lease Ratification. This instrument and all of the terms and provisibereof shall be considered for all purposegtmborporated
into and made part of the Lease. The Lease andmraufsion, covenant, condition, obligation, rigittd power contained therein is hereby
ratified and confirmed, and, as modified herebwllstontinue in full force and effect. All referegsappearing in the Lease and in any related
instruments shall be amended and read hereafter teferences to the Lease as amended by this Aneeridin the event of any
inconsistencies or conflicts between other prowisiof the Lease and the provisions of this instmniiri@e provisions hereof shall govern and
control. Except as expressly set forth herein Qhiginal Lease has not otherwise been modifiedhmeraded and remains in full force and
effect and is ratified by the parties hereto.

5. Authority . Landlord represents and warrants to Tenant taatllord and the person signing on its behalf ahg authorized to
execute and deliver this Amendment and that thi®Asment constitutes its legal, valid and bindintigalbion. Tenant hereby represents and
warrants to Landlord that Tenant and each pergpnirg] on its behalf are duly authorized to exeeurté deliver this Amendment, and that
Amendment constitutes the legal, valid and bindibtigation of Tenant.

6. Broker . Landlord and Tenant represent and warrant to et that they have not had any dealings withkaoker, agent or finder
in connection with the transaction evidenced by thinendment except CB Richard Ellis (thBrbker ). Landlord shall be responsible for
any commission due to the Broker on account of Alnlendment. Each party agrees to protect, indemd#éfend and hold the other harmless
from and against any and all expenses with regpearty compensation, commissions and charges didiyany other broker, agent or fin
except the Broker with respect to this Amendmeut the negotiation thereof that is made by reasangfaction or agreement by such party.

7. Miscellaneous. This Amendment shall bind and inure to the bertéfine parties hereto and their respective heikscutors,
administrators, successors and assigns. This Amemidmay be executed in any number of counterpaats) of which shall be an original,
but all of which shall constitute one instrumertisTAmendment shall be governed by and construaddnrdance with the laws of the State
of Connecticut.

8. Execution by Facsimile. The parties agree that this Agreement may bemnéted between them by facsimile machine and éregs
intend that a faxed Agreement containing eitherottiginal and/or copies of the signature of alltjgar shall constitute a binding Agreeme




9. Effective Date. The amendments set forth herein shall take effpoh execution of this Amendment by all of thetigarhereto.

IN WITNESS WHEREOF , Landlord and Tenant have caused this Amendmébre tuly executed as of the day and year firstevrit

above.

WITNESSED BY:

/SI CHRISTOPHER T. MEISTER

Signature of Witnes
Print Name:Christopher T. Meiste
/SI KENNETH S. CALA

Signature of Witness
Print Name:Kenneth S. Cala

Signature of Witnes
Print Name:

Signature of Witnes
Print Name:

LANDLORD:

FAIRHAVEN INVESTORS LIMITED
PARTNERSHIP

By: Bergen of Connecticut, In

By: /S/ ARTHUR PASQUARELLA

Name Arthur Pasquarell
Title: Executive Vice Presidel

TENANT:

GOVCONNECTION, INC.

By:  /S/JAY LAMBKE

Name Jay Lambke
Title: President

Hereunto Duly Authorized



STATE OF PENNSYLVANIA )
) ss.
COUNTY OF PHILADELPHIA)

On this the 14th day of April, 2005, before me, tinelersigned officer, personally appeared ArthuPd&quarellknown to me (or
satisfactorily proven) to be the person whose nisnsebscribed to the within instrument, and ackmalged himself/herself to be the Exec.
Vice Presof BERGEN OF CONNECTICUT, INC., a corporation, a&hdt he/she, as such officer, being authorize® stwf executed the
foregoing instrument as the free act and deedettiporation as the General Partner of Fairhameestors Limited Partnership for the
purposes contained therein by signing the namkeeotorporation by himself/herself as such officer.

In witness whereof, | hereunto set my hand.

/S/ DIANE C. THOMAS

Notary Public
[Affix Notarial Seal] My Commission Expires: 4/30/C

STATE OF Marylanc )
) ss.
COUNTY OF Montgomen )

On this the 28th day of March, 2005, before me uhaersigned officer, personally appeared Jay Vhlhleeknown to me (or
satisfactorily proven) to be the person whose nansebscribed to the within instrument, and ackmaolgkd himself/herself to be tReesiden
of GOVCONNECTION, INC., a corporation, and thatdie?, as such officer, being authorized so to decebed the foregoing instrument as
the free act and deed of the corporation for thp@ses contained therein by signing the name ofdingoration by himself/herself as such
officer.

In witness whereof, | hereunto set my hand.

/S/ JOHN SHUTT

Notary Public
[Affix Notarial Seal] My Commission Expires: June 14, 2C
Exhibit 15

May 13, 2005

PC Connection, Inc.
730 Milford Road
Merrimack, NH 03054

We have made a review, in accordance with the ataisf the Public Company Accounting Oversightri8q@nited States), of the
unaudited interim financial information of PC Contien, Inc. and subsidiaries for the periods endadch 31, 2005 and 2004, as indicate
our report dated May 13, 2005; because we did edopm an audit, we expressed no opinion on tHatimation.

We are aware that our report referred to aboveghvisi included in your Quarterly Report on FormQ@er the quarter ended March 31,
2005, is incorporated by reference in RegistraBtatement Nos. 333-40172, 333-50845, 333-5084 768430, 333-69981, 333-83943, 333-
91584, and 333-106652 on Form S-8.

We also are aware that the aforementioned reparsuant to Rule 436(c) under the Securities AA&3H3, is not considered a part of the
Registration Statement prepared or certified bp@ountant or a report prepared or certified bg@ountant within the meaning of Sections
7 and 11 of that Act.

DELOITTE & TOUCHE LLP

Boston, Massachusetts
Exhibit 31.1

CERTIFICATIONS

I, Patricia Gallup, certify that:
1. | have reviewed this Quarterly Report on Forr-Q of PC Connection, Inc

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of opere, and cash flows of the registrant as of, amndthe periods presented in this rep

4.  The registrant’s other certifying officer andrk responsible for establishing and maintainiisgldsure controls and procedures (as



defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha
a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our

supervision, to ensure that material informatidatmeg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Not applicable

c) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

d) Disclosed in this report any change in the tegid's internal control over financial reportirtgat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a) All significant deficiencies and material weakses in the design or operation of internal corver financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize, and refptahcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: May 16, 2005 /SI PATRICIA GALLUP

Patricia Gallug
President and Chief Executive Offic
Exhibit 31.2

CERTIFICATIONS

I, Jack Ferguson, certify that:

1.
2.

| have reviewed this Quarterly Report on Forr-Q of PC Connection, Inc

Based on my knowledge, this report does notatominy untrue statement of a material fact or don#ttate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the

period covered by this repo

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material

respects the financial condition, results of opere, and cash flows of the registrant as of, amndthe periods presented in this rep

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as

defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

b) Not applicable

c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

d) Disclosed in this report any change in the tegig’s internal control over financial reportintgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize, and refpmahcial information; an

b)  Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: May 16, 2005 /S JACK FERGUSON

Jack Ferguso
Treasurer and Interim Chief Financial Offic
Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO



SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on FormQ®&f PC Connection, Inc. (the “Company”) for theipd ended March 31, 2005 as
filed with the Securities and Exchange Commissiotthe date hereof (the “Report”), the undersigfatricia Gallup, President and Chief
Executive Officer of the Company, hereby certifiggrsuant to 18 U.S.C. Section 350, that:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgjwmAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of the
Company.

/S/ PATRICIA GALLUP

Dated: May 16, 200 Patricia Gallug
President and Chief Executive Offic
Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on FormQ®&f PC Connection, Inc. (the “Company”) for theipd ended March 31, 2005 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), the undersigdadk Ferguson, Treasurer and Interim
Chief Financial Officer of the Company, hereby ifie$, pursuant to 18 U.S.C. Section 1350, that:

(1) the Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

/S/ JACK FERGUSON

Dated: May 16, 200 Jack Ferguso
Treasurer and Interim Chief Financial Offic
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