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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

☒QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2018

OR

☐TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from____ to ____ .

Commission file number: 1-34167

ePlus inc.

(Exact name of registrant as specified in its charter)

Delaware 54-1817218
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

13595 Dulles Technology Drive, Herndon, VA 20171-3413
(Address, including zip code, of principal executive offices)

 Registrant’s telephone number, including area code: (703) 984-8400

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes ☒   No ☐

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files).
Yes ☒   No ☐

 Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
a smaller reporting company, or an emerging growth company. See definition of “large accelerated filer”, “accelerated
filer”, “smaller reporting company”, and “emerging growth company” in Rule 12b-2 of the Exchange Act (Check one):
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Large accelerated filer ☒Accelerated filer ☐
Non-accelerated filer ☐ Smaller reporting company ☐

Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ☐  No ☒
The number of shares of common stock outstanding as of November 5, 2018 was 13,704,734.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains certain statements that are, or may be deemed to be, “forward-looking
statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, as amended, or “Exchange Act,” and are made in reliance upon the protections
provided by such acts for forward-looking statements. Such statements are not based on historical fact, but are based
upon numerous assumptions about future conditions that may not occur. Forward-looking statements are generally
identifiable by use of forward-looking words such as “may,” “should,” “would,” “intend,” “estimate,” “will,” “potential,” “possible,”
“could,” “believe,” “expect,” “intend,” “plan,” “anticipate,” “project,” and similar expressions. Readers are cautioned not to place
undue reliance on any forward-looking statements made by us or on our behalf. Forward-looking statements are made
based upon information that is currently available or management’s current expectations and beliefs concerning future
developments and their potential effects upon us, speak only as of the date hereof, and are subject to certain risks and
uncertainties. We do not undertake any obligation to publicly update or correct any forward-looking statements to
reflect events or circumstances that subsequently occur, or of which we hereafter become aware. Actual events,
transactions and results may materially differ from the anticipated events, transactions, or results described in such
statements. Our ability to consummate such transactions and achieve such events or results is subject to certain risks
and uncertainties. Such risks and uncertainties include, but are not limited to, the matters set forth below:

·national and international political instability fostering uncertainty and volatility in the global economy including
exposure to fluctuation in foreign currency rates, interest rates, and downward pressure on prices;

·domestic and international economic regulations uncertainty (e.g., tariffs, North American Free Trade Agreement,
and Trans-Pacific Partnership).

·significant adverse changes in, reductions in, or loss of our largest volume customer or one or more of our large
volume customers, or vendors;

·exposure to changes in, interpretations of, or enforcement trends in legislation and regulatory matters;
· the creditworthiness of our customers and our ability to reserve adequately for credit losses;
·reduction of vendor incentives provided to us;
·managing a diverse product set of solutions in highly competitive markets with a number of key vendors;

· increasing the total number of customers using integrated solutions by up-selling within our customer base and
gaining new customers;

·adapting to meet changes in markets and competitive developments;

·maintaining and increasing advanced professional services by recruiting and retaining highly skilled, competent
personnel, and vendor certifications;

· increasing the total number of customers who use our managed services and professional services and continuing to
enhance our managed services offerings to remain competitive in the marketplace;

·performing professional and managed services competently;

·maintaining our proprietary software and updating our technology infrastructure to remain competitive in the
marketplace; and

·reliance on third parties to perform some of our service obligations to our customers;

·changes in the Information Technology (“IT”) industry and/or rapid changes in product offerings, including the
proliferation of the cloud, infrastructure as a service (“IaaS”), and software as a service (“SaaS”);

·our dependency on continued innovations in hardware, software, and services offerings by our vendors and our
ability to partner with them;

·future growth rates in our core businesses;
·failure to comply with public sector contracts, or applicable laws or regulations;

·changes to or loss of members of our senior management team and/or failure to successfully implement succession
plans;

·our dependence on key personnel to maintain certain customer relationships, and our ability to hire, train, and retain
sufficient qualified personnel;

·
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our ability to implement comprehensive plans for the integration of sales forces, cost containment, asset
rationalization, systems integration, and other key strategies;

·a possible decrease in the capital spending budgets of our customers or a decrease in purchases from us;

·our contracts may not be adequate to protect us, and we are subject to audit in which we may not pass, and our
professional and liability insurance policies coverage may be insufficient to cover a claim;

· disruptions or a security breach in our or our vendors’ IT systems and data and audio communication
networks;

·our ability to secure our own customers’ electronic and other confidential information, and remain secure during a
cyber-security attack;
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·our ability to raise capital, maintain or increase as needed our lines of credit with vendors or floor planning facility,
obtain debt for our financing transactions, or the effect of those changes on our common stock or its holders;

·our ability to realize our investment in leased equipment;
·our ability to successfully perform due diligence and integrate acquired businesses;
· the possibility of goodwill impairment charges in the future;

·
our ability to protect our intellectual property rights and successfully defend any challenges to the validity of our
patents or allegations that we are infringing upon any third party patents, and the costs associated with those actions,
and, when appropriate, license required technology; and

·

significant changes in accounting standards including changes to the financial reporting of leases, which could impact
the demand for our leasing services, or misclassification of products and services we sell resulting in the
misapplication of revenue recognition policies or inaccurate costs and completion dates for our services, which could
affect our estimates.

We cannot be certain that our business strategy will be successful or that we will successfully address these and other
challenges, risks, and uncertainties. For a further list and description of various risks, relevant factors, and
uncertainties that could cause future results or events to differ materially from those expressed or implied in our
forward-looking statements, see Item 1A, “Risk Factors” and Item 2, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” sections contained elsewhere in this report, as well as other reports that
we file with the Securities and Exchange Commission (“SEC”).
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

ePlus inc. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS (in thousands, except per share amounts)

September 30,
2018

March 31,
2018

ASSETS (as adjusted)

Current assets:
Cash and cash equivalents $ 75,647 $ 118,198
Accounts receivable—trade, net 292,045 268,287
Accounts receivable—other, net 40,312 28,401
Inventories 56,606 39,855
Financing receivables—net, current 86,253 69,936
Deferred costs 16,211 16,589
Other current assets 10,716 23,625
Total current assets 577,790 564,891

Financing receivables and operating leases—net 79,119 68,511
Property, equipment and other assets 18,037 19,143
Goodwill 76,445 76,624
Other intangible assets—net 23,805 26,302
TOTAL ASSETS $ 775,196 $ 755,471

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES

Current liabilities:
Accounts payable $ 92,830 $ 106,933
Accounts payable—floor plan 120,771 112,109
Salaries and commissions payable 17,596 19,801
Deferred revenue 35,860 35,648
Recourse notes payable—current - 1,343
Non-recourse notes payable—current 52,630 40,863
Other current liabilities 20,698 33,370
Total current liabilities 340,385 350,067

Non-recourse notes payable—long term 12,656 10,072
Deferred tax liability—net 1,644 1,662
Other liabilities 21,234 21,067
TOTAL LIABILITIES 375,919 382,868

COMMITMENTS AND CONTINGENCIES  (Note 8)

STOCKHOLDERS’ EQUITY
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Preferred stock, $.01 per share par value; 2,000 shares authorized; none
outstanding - -
Common stock, $.01 per share par value; 25,000 shares authorized; 13,727
outstanding at September 30, 2018 and 13,761 outstanding at March 31, 2018 143 142
Additional paid-in capital 133,561 130,000
Treasury stock, at cost, 578 shares at September 30, 2018 and 467 shares at
March 31, 2018 (45,380 ) (36,016 )
Retained earnings 311,221 277,945
Accumulated other comprehensive income—foreign currency translation
adjustment (268 ) 532
Total Stockholders’ Equity 399,277 372,603
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 775,196 $ 755,471

See Notes to Unaudited Condensed Consolidated Financial Statements.
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ePlus inc. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Three Months Ended
September 30,

Six Months Ended
September 30,

2018 2017 2018 2017

(as adjusted) (as adjusted)

Edgar Filing: EPLUS INC - Form 10-Q

9


