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INDEPENDENT ACCOUNTANTS' REPORT

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

We have reviewed the accompanying condensed consolidated balance sheet of PC Connection, Inc. and subsidiaries (the "Company") as of June
30, 2003, and the related condensed consolidated statements of operations for the three-month and six-month periods ended June 30, 2003 and
2002, and the condensed consolidated statement of changes in stockholders' equity for the six month period ended June 30, 2003, and the
condensed statements of cash flows for the six-month periods ended June 30, 2003 and 2002. These financial statements are the responsibility of
the Company's management.

We conducted our review in accordance with standards established by the American Institute of Certified Public Accountants. A review of interim
financial information consists principally of applying analytical procedures to financial data and of making inquiries of persons responsible for
financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with auditing standards generally
accepted in the United States of America, the objective of which is the expression of an opinion regarding the financial statements taken as a
whole. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to such condensed consolidated financial statements for
them to be in conformity with accounting principles generally accepted in the United States of America.

We have previously audited, in accordance with auditing standards generally accepted in the United States of America, the consolidated balance
sheet of PC Connection, Inc. and subsidiaries as of December 31, 2002, and the related consolidated statements of income, stockholders' equity,
and cash flows for the year then ended (not presented herein); and in our report dated January 30, 2003 we expressed an unqualified opinion on
those consolidated financial statements, and included an explanatory paragraph relating to the change in fiscal 2002 in the method of accounting
for goodwill and intangible assets. In our opinion, the information set forth in the accompanying condensed consolidated balance sheet as of
December 31, 2002 is fairly stated, in all material respects, in relation to the consolidated balance sheet from which it has been derived.

DELOITTE & TOUCHE LLP

Boston, Massachusetts

July 18, 2003
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
 Item 1 - Financial Statements

CONDENSED CONSOLIDATED BALANCE SHEETS 
(amounts in thousands)



  June 30,   December 31,

  2003   2002

  (unaudited)    
      
ASSETS      
      
Current Assets:      
      
    Cash and cash equivalents $ 8,396  $ 1,797 
    Restricted cash  -   5,000 
    Accounts receivable, net  122,010   135,314 
    Inventories-merchandise  62,175   52,479 
    Deferred income taxes  1,042   741 
    Income taxes receivable  2,486   1,294 
    Prepaid expenses and other current assets  4,955   3,278 

 
 

 
 

      
             Total current assets  201,064   199,903 

      
Property and equipment, net  23,056   25,995 
Goodwill, net  33,704   33,704 
Other intangibles, net  3,570   3,746 
Restricted cash  5,000   5,000 
Other assets  188   334 

 
 

 
 

      
            Total assets $ 266,582  $ 268,682 

 
 

 
 

      
LIABILITIES AND STOCKHOLDERS' EQUITY      
      
Current Liabilities:      
      
    Current maturities of capital lease obligation to affiliate $ 270  $ 200 
    Accounts payable  90,337   85,493 
    Accrued expenses and other liabilities  13,255   12,121 
    Acquisition earn-out obligation  -   10,800 

 
 

 
 

      
            Total current liabilities  103,862   108,614 

      
Capital lease obligation to affiliate, less current maturities  6,259   6,421 
Deferred income taxes  2,975   3,503 

 
 

 
 

      
            Total liabilities  113,096   118,538 

 
 

 
 

      
Stockholders' Equity:      
      
    Common stock  251   250 



    Additional paid-in capital  75,637   75,274 
    Retained earnings  79,884   76,906 
    Treasury stock at cost  (2,286)  (2,286)

  
      
            Total stockholders' equity  153,486  150,144

  
      
            Total liabilities and stockholders' equity $ 266,582 $ 268,682

  

See accompanying notes to condensed consolidated financial statements.
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
(Unaudited)

(amounts in thousands, except per share data)

 Three Months Ended
June 30,

 Six Months Ended
June 30,

  2003   2002   2003   2002

            
Net sales $ 321,568  $ 291,188  $ 605,095  $ 528,308 
Cost of sales  288,611   259,864   539,663   472,034 

 
 

 
 

 
 

 
 

            
            Gross profit  32,957   31,324   65,432   56,274 

            
Selling, general and administrative expenses  30,018   30,609   59,657   58,087 
Restructuring costs and other special charges  397   105   397   918 

 
 

 
 

 
 

 
 

            
            Income (loss) from operations  2,542   610   5,378   (2,731)

            
Interest expense  (276)  (296)  (579)  (538)
Other, net  54   132   98   327 

 
 

 
 

 
 

 
 

            
            Income (loss) before taxes  2,320   446   4,897   (2,942)
Income tax (provision) credit  (917)  (169)  (1,919)  1,119 

 
 

 
 

 
 

 
 

            
Net income (loss) $ 1,403  $ 277  $ 2,978  $ (1,823)

 
 

 
 

 
 

 
 

            
Weighted average common shares outstanding:            
    Basic  24,665   24,553   24,658   24,552 



 
 

 
 

 
 

 
 

    Diluted  25,013   24,833   24,960   24,552 

 
 

 
 

 
 

 
 

            
Earnings (loss) per common share:            
    Basic $ .06  $ .01  $ .12  $ (.07)

 
 

 
 

 
 

 
 

    Diluted $ .06  $ .01  $ .12  $ (.07)

 
 

 
 

 
 

 
 

See accompanying notes to condensed consolidated financial statements.
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY 
Six Months Ended June 30, 2003

(Unaudited)
(amounts in thousands)

 Common Stock  Additional    Treasury Shares   
  Paid In  Retained    
 Shares  Amount  Capital  Earnings  Shares  Amount  Total

                    
Balance December 31, 2002 24,997 $ 250 $ 75,274 $ 76,906  (362) $ (2,286) $ 150,144

                    
Exercise of stock options,                    
  including income tax benefits 46  -  152  -  -   -   152

                    
Issuance of stock under                    
  employee stock purchase plan 50  1  211  -  -   -   212

                    
Net income -  -  -  2,978  -   -   2,978

     
 

 
 

 

                    
Balance - June 30, 2003 25,093 $ 251 $ 75,637 $ 79,884  (362) $ (2,286) $ 153,486
     

 

 
 

 

See accompanying notes to condensed consolidated financial statements.
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
(Unaudited)

(amounts in thousands)

 Six Months Ended June 30,

  2003   2002



      
Cash Flows from Operating Activities:      
      
    Net income (loss) $ 2,978  $ (1,823)
    Adjustments to reconcile net income (loss) to net cash provided by      
      operating activities:      
        Depreciation and amortization  4,408   3,787 
        Deferred income taxes  (829)  96 
        Provision for doubtful accounts  1,294   3,237 
        Gain on disposal of fixed assets  -  (2)
    Changes in assets and liabilities:      
        Accounts receivable  12,010   21,253 
        Inventories  (9,696)  13,976 
        Prepaid expenses and other current assets  (2,869)  (2,039)
        Other non-current assets  146   (63)
        Accounts payable  4,844   (8,888)
        Income tax benefits from exercise of stock options  110   26 
        Accrued expenses and other liabilities  1,166   (2,435)

 
 

 
 

      
    Net cash provided by operating activities  13,562   27,125 

 
 

 
 

      
Cash Flows from Investing Activities:      
      
    Purchases of property and equipment  (1,325)  (3,370)
    Proceeds from sale of property and equipment  -   9 
    Payment of acquisition earn-out obligation  (10,800)  - 
    Decrease in restricted cash  5,000   - 
    Payments for acquisition, net of cash acquired  -   (22,585)
    Cash escrow funded for acquisition  -   (10,000)

 
 

 
 

    Net cash used for investing activities  (7,125)  (35,946)

 
 

 
 

      
Cash Flows from Financing Activities:      
      
    Proceeds from short-term borrowings  76,465   5,521 
    Repayment of short-term borrowings  (76,465)  (5,521)
    Repayment of capital lease obligation to affiliate  (92)  (83)
    Repayment of notes payable  -   (500)
    Exercise of stock options  42   107 
    Issuance of stock under employee stock purchase plan  212   313 
    Purchase of treasury shares  -   (448)

 
 

 
 

    Net cash provided by (used for) financing activities  162   (611)

 
 

 
 

      
    Increase (decrease) in cash and cash equivalents  6,599   (9,432)
    Cash and cash equivalents, beginning of period  1,797   35,605 

 
 

 
 

    Cash and cash equivalents, end of period $ 8,396  $ 26,173 



   
 

 

See accompanying notes to condensed consolidated financial statements.
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
(Unaudited)

(amounts in thousands, except per share data)

Note 1-Basis of Presentation

The accompanying condensed consolidated financial statements of PC Connection, Inc. and subsidiaries ("PCC") have been prepared in
accordance with accounting principles generally accepted in the United States of America. Such principles were applied on a basis consistent with
those of the financial statements contained in our Annual Report on Form 10-K for the year ended December 31, 2002 filed with the Securities and
Exchange Commission ("SEC"). The accompanying condensed consolidated financial statements should be read in conjunction with the financial
statements contained in our Annual Report on Form 10-K. In the opinion of management, the accompanying unaudited condensed consolidated
financial statements contain all adjustments (consisting only of normal recurring adjustments) necessary for a fair presentation. The operating
results for the three and six months ended June 30, 2003 may not be indicative of the results expected for any succeeding quarter or the entire
year ending December 31, 2003.

In November 2002, the Emerging Issues Task Force ("EITF") reached a final consensus on Issue No. 02-16, "Accounting by a Reseller for Cash
Consideration Received from a Vendor," which addresses how a reseller of a vendor's product should account for cash consideration received from
a vendor. The EITF issued guidance on the following two issues: (1) cash consideration received from a vendor should be recognized as a
reduction of cost of sales in the reseller's income statement, unless the consideration is a reimbursement for selling costs or payment for assets
or services delivered to the vendor, and (2) performance-driven vendor rebates or refunds (e.g., minimum purchase or sales volumes) should be
recognized as a reduction of cost of sales only if the payment is considered probable, and the method of allocating such payments in the financial
statements should be systematic and rational based on the reseller's progress in achieving the underlying performance targets. The provisions of
EITF 02-16 were effective for our fiscal year beginning January 1, 2003. The recognition and measurement provisions of EITF 02-16 did not have a
material effect on our results of operations or financial position.

Revenue Recognition

Revenue on product sales is recognized at the point in time when persuasive evidence of an arrangement exists, the price is fixed and final,
delivery has occurred and there is a reasonable assurance of collection of the sales proceeds. We generally obtain oral or written purchase
authorizations from our customers for a specified amount of product at a specified price. Because we either (i) have a general practice of covering
customer losses while products are in transit despite title transferring to the customer at the point of shipment or (ii) have FOB - destination
specifically set out in our arrangements with federal agencies, delivery is deemed to have occurred at the point in time when the product is
received by the customer.

We provide our customers with a limited thirty-day right of return generally limited to defective merchandise. Revenue is recognized at delivery and
a reserve for sales returns is recorded. We have demonstrated the ability to make reasonable and reliable estimates of product returns based on
significant historical experience. Should such returns no longer prove estimable, we believe that the impact on our financials would not necessarily
be significant since the return privilege expires 30 days after shipment.

All amounts billed to a customer in a sale transaction related to shipping and handling, if any, represent revenues earned for the goods provided
and have been classified as "net sales." Costs related to such shipping and handling billings are classified as "cost of sales."
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS--  CONTINUED
(Unaudited)

(amounts in thousands, except per share data)

Note 1-Basis of Presentation - Cont'd.

Restricted Cash

In connection with the acquisition of MoreDirect, Inc. (see Note 6 - Acquisition of MoreDirect, Inc.), a $10,000 cash escrow was established to
fund a portion of the contingent consideration. $5,000 of these escrowed funds were used in the first quarter of 2003 to satisfy a portion of the
earn-out obligation payable by PC Connection.



Intangible Assets

Intangible assets subject to amortization, consisting of customer lists were $2,380 and $2,556 at June 30, 2003 and December 31, 2002 (net of
accumulated amortization of $411 and $264, respectively). Intangible assets not subject to amortization are as follows:

 June 30,
2003

 December 31,
2002

Goodwill $ 33,704(1)  $ 33,704(1)
Trademarks  1,190   1,190 

(1)   Amortization of goodwill ceased with the adoption of SFAS No. 142 on January 1, 2002.

For the six months ended June 30, 2003 and 2002, we recorded amortization expense of $176 and $0, respectively.

We have designated January 1 of each year as the date we intend to perform our annual impairment tests relative to goodwill. This test was completed in the first quarter of
2003 and no impairment was recorded.

The estimated amortization expense for each of the five succeeding years and thereafter is as follows:

For the Year Ended December 31     
     
2003  $ 177(A)
2004   353 
2005   353 
2006   353 
2007   353 
2008 and thereafter   791 

(A)   Represents estimated amortization expense for the six months ending December 31, 2003.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the United States requires management to
make use of certain estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities as of the date of the financial statements and the reported amounts of revenues and expenses during the reported periods. We base our
estimates on historical experience and on various other assumptions that we believe are reasonable under the circumstances, the results of which
form the basis for making judgments about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results
could differ from those estimates, and revisions to estimates are included in our results for the period in which the actual amounts become known.

Stock-Based Compensation

Compensation expense associated with awards of stock options to employees and directors is measured using the intrinsic value method. We
have not recorded compensation expense under the intrinsic value method for the three and six months ended June 30, 2003 and 2002.
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS--  CONTINUED
(Unaudited)

(amounts in thousands, except per share data)

Note 1-Basis of Presentation - Cont'd.

Had we recorded compensation expense using the fair value method under SFAS No. 123, "Accounting for Stock-Based Compensation", pro
forma net income (loss) and diluted net income (loss) per share for the periods indicated would have been as follows:

 Three Months
Ended

 Six Months
Ended

June 30, (amounts in thousands, except per share data)  2003   2002   2003   2002

            
Net income (loss), as reported $ 1,403 $ 277  $ 2,978 $ (1,823)
Compensation expense, under SFAS No. 123  1,264  755   2,027  1,510 

Net income (loss), under SFAS No. 123  639  (218)  1,745  (2,814)



Basic net income (loss) per share, as reported  .06  .01   .12  (.07)
Basic net income (loss) per share, under SFAS No. 123  .03  (.01)  .07  (.11)
Diluted net income (loss) per share, as reported  .06  .01   .12  (.07)
Diluted net income (loss) per share, under SFAS No. 123  .03  (.01)  .07  (.11)

The Black-Scholes model was used to value options granted subsequent to the initial public offering. For the period ended June 30, 2003, a
volatility factor of 96.8%, estimated option lives of four years, and a risk-free interest rate of 2.4% was used. For the period ended June 30, 2002,
a volatility factor of 125.3%, estimated option lives of four years, and a risk-free interest rate of 2.8% was used. We believe that the assumptions
used and the models applied to value the awards yield a reasonable estimate of the fair value of the grants made under the circumstances, given
the alternatives under SFAS No. 123.

Note 2-Earnings (Loss) Per Share

Basic earnings (loss) per common share is computed using the weighted average number of shares outstanding. Diluted earnings (loss) per
common share is computed using the weighted average number of shares outstanding adjusted for the incremental shares attributed to options
outstanding to purchase common stock, if dilutive.

The following table sets forth the computation of basic and diluted earnings (loss) per share:

 Three Months
Ended

 Six Months
Ended

June 30, (amounts in thousands, except per share data)  2003   2002   2003   2002

Numerator:            
    Net income (loss) $ 1,403 $ 277 $ 2,978 $ (1,823)

    
    Denominator:            
Denominator for basic earnings per share:            
    Weighted average shares  24,665  24,553  24,658  24,552 
    Dilutive effect of unexercised employee stock options:  348  280  302  - 

    
Denominator for diluted earnings per share  25,013  24,833  24,960  24,552 

    
Earnings (loss) per share:            
Basic $ .06 $ .01 $ .12 $ (.07)

    
Diluted $ .06 $ .01 $ .12 $ (.07)
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS--  CONTINUED
(Unaudited)

(amounts in thousands, except per share data)

Note 2-Earnings (Loss) Per Share - Cont'd.

The following unexercised stock options were excluded from the computation of diluted earnings per share for the three and six months ended
June 30, 2003 and 2002 because the exercise prices of these options were generally greater than the average market price of common shares
during the respective periods:

 Three Months Ended  Six Months Ended

June 30, (amounts in thousands) 2003  2002  2003  2002



        
Anti-dilutive stock options 1,551 2,258 1,722 2,908

    

Note 3-Reporting Comprehensive Income

We have no other comprehensive income in any of the periods presented. Accordingly, a separate statement of comprehensive income is not
presented.

Note 4-Segment and Related Disclosures

SFAS No. 131, "Disclosures About Segments of an Enterprise and Related Information," requires that public companies report profits and losses
and certain other information on its "reportable operating segments" in its annual and interim financial statements.

We currently operate in three reportable operating segments - the "Public Sector" segment, which contains federal, state and local governmental
organizations, and educational institutions; the "SMB" segment, which contains small- and medium-sized businesses, as well as consumers; and
the "Large Corporate Accounts" segment which serves medium-to-large corporations. This latter segment came into existence in April 2002, when
we acquired MoreDirect, Inc. Accordingly, this segment's operating results are included in our consolidated financial statements only for periods
after April 5, 2002.

Segment information applicable to the Company's reportable operating segments for the three and six months ended June 30, 2003 and 2002 is
shown below:

Three Months Ended June 30, 2003

 
SMB

Segment  
Public Sector

Segment  
Large Corp.

Accts. 
Segment  Eliminations  Consolidated

               
Sales to external customers $ 186,576  $ 75,023  $ 59,969 $ -  $ 321,568 
Transfers between segments  58,639   -   -  (58,639)  - 

 
 

 
 

  
 

 
 

Net sales $ 245,215  $ 75,023  $ 59,969 $ (58,639) $ 321,568 

 
 

 
 

  
 

 
 

               
Operating income (loss) before               
  allocations $ 12,460  $ 1,806  $ 3,766 $ (15,490) $ 2,542 
Allocations  11,904   3,174   412  (15,490)  - 

 
 

 
 

  
 

 
 

Operating income (loss)  556   (1,368)  3,354  -   2,542 
Interest and other - net  (197)  (32)  7  -   (222)

 
 

 
 

  
 

 
 

Income (loss) before taxes $ 359  $ (1,400) $ 3,361 $ -  $ 2,320 
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS--  CONTINUED
(Unaudited)

(amounts in thousands, except per share data)

Note 4-Segment and Related Disclosures - Cont'd.



Three Months Ended June 30, 2002

 
SMB

Segment  
Public Sector

Segment  
Large Corp.

Accts. 
Segment  Eliminations  Consolidated

               
Sales to external customers $ 173,635  $ 63,704  $ 53,849  $ -  $ 291,188 
Transfers between segments  49,489   -   -   (49,489)  - 

 
 

 
 

 
 

 
 

 
 

Net sales $ 223,124  $ 63,704  $ 53,849  $ (49,489) $ 291,188 

 
 

 
 

 
 

 
 

 
 

               
Operating income (loss) before               
  allocations $ 9,485  $ 1,781  $ 2,594  $ (13,250) $ 610 
Allocations  9,692   3,383   175   (13,250)  - 

 
 

 
 

 
 

 
 

 
 

Operating income (loss)  (207)  (1,602)  2,419   -   610 
Interest and other - net  (192)  5   23   -   (164)

 
 

 
 

 
 

 
 

 
 

Income (loss) before taxes $ (399) $ (1,597) $ 2,442  $ -  $ 446 

 
 

 
 

 
 

 
 

 
 

Six Months Ended June 30, 2003

 
SMB

Segment  
Public Sector

Segment  
Large Corp.

Accts. 
Segment  Eliminations  Consolidated

               
Sales to external customers $ 365,216  $ 127,655  $ 112,224 $ -  $ 605,095 
Transfers between segments  98,159   -   -  (98,159)  - 

 
 

 
 

  
 

 
 

Net sales $ 463,375  $ 127,655  $ 112,224 $ (98,159) $ 605,095 

 
 

 
 

  
 

 
 

               
Operating income (loss) before               
  allocations $ 25,578  $ 3,542  $ 7,222 $ (30,964) $ 5,378 
Allocations  24,432   5,959   573  (30,964)  - 

 
 

 
 

  
 

 
 

Operating income (loss)  1,146   (2,417)  6,649  -   5,378 
Interest and other - net  (419)  (73)  11  -   (481)

 
 

 
 

  
 

 
 

Income (loss) before taxes $ 727  $ (2,490) $ 6,660 $ -  $ 4,897 

 
 

 
 

  
 

 
 

Total assets $ 196,330  $ 76,606  $ 80,521 $ (86,875) $ 266,582 

 
 

 
 

  
 

 
 



Goodwill, net $ 1,173  $ 7,634  $ 24,897 $ -  $ 33,704 

 
 

 
 

  
 

 
 

Six Months Ended June 30, 2002

 
SMB

Segment  
Public Sector

Segment  
Large Corp.

Accts. 
Segment  Eliminations  Consolidated

               
Sales to external customers $ 361,278  $ 113,181  $ 53,849 $ -  $ 528,308 
Transfers between segments  82,747   -   -  (82,747)  - 

 
 

 
 

  
 

 
 

Net sales $ 444,025  $ 113,181  $ 53,849 $ (82,747) $ 528,308 

 
 

 
 

  
 

 
 

               
Operating income (loss) before               
  allocations $ 18,799  $ 2,789  $ 2,594 $ (26,913) $ (2,731)
Allocations  21,091   5,647   175  (26,913)  - 

 
 

 
 

  
 

 
 

Operating income (loss)  (2,292)  (2,858)  2,419  -   (2,731)
Interest and other - net  (255)  21   23  -   (211)

 
 

 
 

  
 

 
 

Income (loss) before taxes $ (2,547) $ (2,837) $ 2,442 $ -  $ (2,942)

 
 

 
 

  
 

 
 

Total assets $ 171,945  $ 60,757  $ 54,670 $ (30,681) $ 256,691 

 
 

 
 

  
 

 
 

Goodwill, net $ 1,173  $ 7,634  $ 14,097 $ -  $ 22,904 
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PC CONNECTION, INC. AND SUBSIDIARIES
Part I - Financial Information
Item 1 - Financial Statements

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS--  CONTINUED
(Unaudited)

(amounts in thousands, except per share data)

Note 4-Segment and Related Disclosures - Cont'd.

 

General and administrative expenses were charged to the reportable operating segments, based on their estimated usage of the underlying
functions. Interest and other expense was charged to the segments, based on the actual costs incurred by each segment, net of interest and other
income generated. The amount shown above representing total assets eliminated consists of inter-segment receivables, resulting primarily from
inter-segment sales transfers reported above and from inter-segment service charges.

Net sales by business segment, sales channel, and product mix are presented below:

 Three Months Ended  Six Months Ended



June 30, (amounts in thousands)  2003   2002   2003   2002

            
Segment (excludes transfers between segments)            
    SMB $ 186,576 $ 173,635 $ 365,216 $ 361,278
    Public Sector  75,023  63,704  127,655  113,181
    Large Accounts  59,969  53,849  112,224  53,849

    
        Total $ 321,568 $ 291,188 $ 605,095 $ 528,308

    
Sales Channel            
    Outbound & Telemarketing Field Sales $ 251,130 $ 225,286 $ 466,716 $ 405,398
    Inbound Telesales  20,106  22,749  38,796  51,342
    Online Internet  50,332  43,153  99,583  71,568

    
        Total $ 321,568 $ 291,188 $ 605,095 $ 528,308

    
Product Mix            
    Notebooks & PDAs $ 66,269 $ 50,403 $ 120,527 $ 91,590
    Desktop/Servers  45,364  42,960  87,284  77,547
    Storage Devices  28,582  27,865  56,517  52,166
    Software  30,370  40,506  61,816  74,045
    Net/Comm Products  26,129  24,198  48,950  45,077
    Printers & Printer Supplies  39,341  34,193  72,446  62,026
    Video, Imaging & Sound  38,242  31,794  69,014  58,055
    Memory & System Enhancements  18,248  16,620  34,658  28,148
    Accessories/Other  29,023  22,649  53,883  39,654

    
        Total $ 321,568 $ 291,188 $ 605,095 $ 528,308

    

Substantially all of our net sales for the three and six months ended June 30, 2003 and 2002 were made to customers located in the United
States. Shipments to customers located in foreign countries aggregated less than 2% in those respective periods. All of our assets at June 30,
2003 and December 31, 2002 were located in the United States. Our primary target customers are small- to medium-sized businesses ("SMBs")
comprised of 20 to 1,000 employees, federal, state and local governmental agencies, educational institutions, and medium-to-large corporate
accounts. Except for the federal government, no single customer accounted for more than 4% of total net sales in the six months ended June 30,
2003 and 2002. Net sales to the federal government accounted for $54.0 million, or 8.9% of total net sales for the six months ended June 30,
2003, and $50.1 million, or 9.5% of total net sales for the six months ended June 30, 2002.
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Note 5 - Restructuring Costs and Other Special Charges

We recorded $397 and $168 in workforce reduction charges in the six months ended June 30, 2003 and 2002, respectively.

A rollforward of restructuring reserves for the six months ended June 30, 2003 is shown below. The balance at December 31, 2002 originally arose
as a result of workforce reductions in 2001 and 2002.

 Workforce
Reductions

   
Balance December 31, 2002 $ 208 
Charges  397 
Cash payments  (198)

 
Liabilities at June 30, 2003 $ 407 



 

In June 2002, the Financial Accounting Standards Board ("FASB") issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal
Activities." SFAS No. 146 addresses financial accounting and reporting for costs associated with exit or disposal activities and replaces Emerging
Issues Task Force (EITF) Issue No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity
(including Certain Costs Incurred in a Restructuring)." SFAS No. 146 requires that a liability for a cost associated with an exit or disposal activity
be recognized when the liability is incurred, rather than at the date of a commitment to an exit or disposal plan. The provisions of this Statement
are effective for exit or disposal activities that are initiated after December 31, 2002. The restructuring activities undertaken by us prior to the
issuance of this statement have been appropriately accounted for under EITF 94-3.

Note 6 - Acquisition of MoreDirect, Inc.

On April 5, 2002, we completed the acquisition of MoreDirect, Inc. (MoreDirect). Our annual report on Form 10-K for the year ended December 31,
2002 details this transaction. We paid contingent consideration of $10,800 to the sole shareholder of MoreDirect in early 2003. This amount had
been accrued for as of December 31, 2002. The shareholder continues to be eligible to earn additional consideration based on earnings before
income tax targets over the next two years. The maximum incremental payments to be made under this arrangement are approximately $56,300.

The transaction was accounted for by the purchase method, and accordingly, MoreDirect's results of operations are included in our consolidated
financial statements only for periods after April 5, 2002.
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Note 6 - Acquisition of MoreDirect, Inc. - Cont'd.

The following unaudited pro forma information presents the results of our operations as if the acquisition of MoreDirect had taken place as of the
beginning of the period presented:

 Three Months
Ended

 Six Months
Ended

June 30, (amounts in thousands, except per share data) 2002  2002

      
Net revenue $ 294,440 $ 582,818
Net income (loss)  1,588  826

      
Earnings (loss) per share:      
      
    Basic $ .06 $ .03

  
    Diluted $ .06 $ .03
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AND RESULTS OF OPERATIONS

Overview

The following Management's Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking statements that
are subject to risks and uncertainties, including, but not limited to, the impact of changes in market demand and the overall level of economic
activity, or in the level of business investment in information technology products, competitive products and pricing, product availability and
market acceptance, new products, fluctuations in operating results and other risks detailed under the caption, "Factors That May Affect Future



Results and Financial Condition" set forth below. All statements, trends, analyses and other information contained in this report relative to trends in
net sales, gross margin and anticipated expense levels, as well as other statements, including words such as "anticipate," "believe," "plan,"
"estimate," "expect," and "intend" and other similar expressions, constitute forward-looking statements. These forward-looking statements involve
risks and uncertainties, and actual results may differ materially from those anticipated or expressed in such statements. More specifically, the
statements in this report concerning our outlook for the balance of 2003 and the statements concerning our gross margin percentage and selling
and administrative costs and other statements of a non-historical basis are forward-looking statements that involve certain risks and uncertainties.
Such risks and uncertainties include the ability to realize market demand for and competitive pricing pressures on the products and services
marketed by us, the continued acceptance of our distribution channel by vendors and customers, continuation of key vendor relationships and
support programs and our ability to hire and retain qualified sales account managers and other essential personnel. We undertake no obligation to
update any forward-looking statement, whether as a result of new information, future events or otherwise. Readers, however, should carefully
review the factors set forth in other reports or documents that we file from time to time with the SEC.

General

PC Connection was founded in 1982 as a mail-order business offering a broad range of software and accessories for IBM and IBM-compatible
personal computers. The founders' goal was to provide consumers with superior service and high quality branded products at competitive prices.
Currently, we offer a wide range of information technology products and services - including computer systems, software and peripheral equipment,
networking communications and other products and accessories. We operate through three primary business segments (a) consumers and small-
to medium-sized businesses through our PC Connection Sales subsidiaries, (b) federal, state and local government and educational institutions
through our GovConnection subsidiary and (c) large corporate accounts through our MoreDirect, Inc. subsidiary. We generate sales through (i)
outbound telemarketing and field sales by account managers focused on the business, education and government markets, (ii) inbound calls from
customers responding to our catalogs and other advertising and (iii) our Internet Web sites.

The weakness in demand for information technology products experienced by us in 2002 continued through the first half of 2003 resulting in overall
conservative buying patterns by customers, order deferrals by customers, and longer sales cycles.

Application of Significant Accounting Policies and Estimates

The consolidated financial statements of PC Connection are prepared in conformity with accounting principles generally accepted in the United
States of America. The preparation of these financial statements requires us to make certain estimates, judgments and assumptions that we
believe are reasonable based upon the information available. These estimates and assumptions affect the reported amounts of assets, liabilities,
revenues and expenses during the periods presented. The significant accounting policies which we believe are the most critical to aid investors in
fully understanding and evaluating our reported financial results include the following:

Revenue Recognition

Revenue on product sales is recognized at the point in time when persuasive evidence of an arrangement exists, the price is fixed and final,
delivery has occurred and there is a reasonable assurance of collection of the sales proceeds. We generally obtain oral or written purchase
authorizations from our customers for a specified amount of product at a specified price. Because we either (i) have a general practice of covering
customer losses while products are in transit despite title transferring to the customer at the point of shipment or (ii) have FOB - destination
specifically set out in our arrangements with federal agencies, delivery is deemed to have occurred at the point in time when the product is
received by the customer. We provide our customers with a limited thirty -day right of return generally limited to defective merchandise. Revenue
is recognized at delivery and a reserve for sales returns is
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recorded. We have demonstrated the ability to make reasonable and reliable estimates of product returns based on significant historical
experience. Should such returns no longer prove estimable, we believe that the impact on our financials would not necessarily be significant since
the return privilege expires 30 days after shipment.

Accounts Receivable

We perform ongoing credit evaluations of our customers and adjust credit limits based upon payment history and customers' current credit
worthiness. Our allowance is generally computed by (1) applying specific percentage reserves on accounts that are past due; and (2) specifically
reserving for customers known to be in financial difficulty. Therefore, if the financial condition of certain of our customers were to deteriorate, or if
we noted there was a lengthening of the timing of the settlement of receivables that was symptomatic of a general deterioration in the ability of our
customers to pay, we would have to increase our allowance for doubtful accounts. This would negatively impact our earnings and our cash flows.

In addition to accounts receivable from customers, we record receivables from our vendors/suppliers for cooperative advertising, price protection,
supplier reimbursements, rebates and other similar arrangements. A portion of such receivables is estimated based on information available from
our vendors at discrete points in time. While such estimates have historically approximated actual cash received, an unanticipated change in a
promotional program could give rise to a reduction in the receivable. This could negatively impact our earnings and our cash flows.

In November 2002, the Emerging Issues Task Force ("EITF") reached a final consensus on Issue No. 02-16, "Accounting by a Reseller for Cash
Consideration Received from a Vendor," which addresses how a reseller of a vendor's product should account for cash consideration received from



a vendor. The EITF issued guidance on the following two issues: (1) cash consideration received from a vendor should be recognized as a
reduction of cost of sales in the reseller's income statement, unless the consideration is a reimbursement for selling costs or payment for assets
or services delivered to the vendor, and (2) performance-driven vendor rebates or refunds (e.g., minimum purchase or sales volumes) should be
recognized as a reduction of cost of sales only if the payment is considered probable, and the method of allocating such payments in the financial
statements should be systematic and rational based on the reseller's progress in achieving the underlying performance targets. The provisions of
EITF 02-16 were effective for our fiscal year beginning January 1, 2003. The recognition and measurement provisions of EITF 02-16 did not have a
material effect on our results of operations or financial position.

Considerable judgment is used in assessing the ultimate realization of customer receivables and vendor/supplier receivables, including reviewing
the financial stability of a customer, vendor information and gauging current market conditions. If our evaluations are incorrect, we may incur future
charges to our income statement.

Inventories - Merchandise

Inventories (all finished goods) consisting of software packages, computer systems and peripheral equipment are stated at cost (determined under
the first-in, first-out method) or market, whichever is lower. Inventory quantities on hand are reviewed regularly, and provisions are made for
obsolete, slow moving and nonsalable inventory, based primarily on management's forecast of customer demand for those products in inventory.
The PC industry is characterized by rapid technological change and new product development that could result in increased obsolescence of
inventory on hand. Increased obsolescence or decreased customer demand beyond management's expectations could require additional
provisions. This could negatively impact our earnings and our cash flows. Our obsolescence charges have historically approximated $5 million per
annum. There have been no unusual charges precipitated by specific technological or forecast issues.

Value of Long-Lived Assets, Including Intangibles

We carry a variety of long-lived assets on our balance sheet. These are all currently classified as held for use. These include property and
equipment, identifiable intangibles and goodwill. An impairment review is undertaken on (1) an annual basis for assets such as goodwill and
indefinite lived intangible assets; and (2) on an event-driven basis for all long-lived assets (including indefinite lived intangible assets and goodwill)
when facts and circumstances suggest that cash flows emanating from such assets
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may be diminished. We may review the carrying value of all these assets based partly on our projections of anticipated cash flows - projections
which are, in part, dependent upon anticipated market conditions and operational performance. Any impairment charge that is recorded negatively
impacts our earnings. Cash flows are generally not impacted.

Over the last several years, we have incurred no significant impairment charges. While we believe that our future estimates are reasonable,
different assumptions regarding items such as future cash flows and the volatility inherent in markets which we serve could materially affect our
valuations and result in impairment charges against the carrying value of those assets.

Employee Compensation Benefits

Our employee compensation model has several elements that we would consider variable. These include our obligation to our employees for health
care. We have selected a plan that results in our being self-insured up to certain stop-loss limits. Accordingly, we have to estimate the amount of
health care claims outstanding at a given point in time. These estimates are based on historical experience and could be subject to change. Such
change could negatively impact both our earnings and our cash flows.

We also provide stock option grants to our employees. In general, such grants have been made at the current fair value of our stock and
accordingly, given that we account for option awards under APB Opinion 25, "Accounting for Stock Issued to Employees," no compensation
charge has been recorded. In previous years, most specifically those years prior to our initial public offering, there was a difference between the
strike price of the option and the then current fair value of the stock. This difference resulted in a fixed and determinable compensation charge. We
have not modified option grants in a manner that would cause either re-measurement of the awards or the commencement of variable accounting.

We have also engaged in workforce reduction actions in each of the last two years. These actions included formula driven termination benefits as
well as contractually determined severance arrangements. These benefits were or are being paid relatively quickly and have not been subject to
change. We do not foresee a circumstance where there could be significant variability in our workforce reduction estimates. However, if we did
experience significant variability, such change could negatively impact our cash flows and results of operations.

Results of Operations

Three and Six Months Ended June 30, 2003 Compared with the Three and Six Months Ended June 30, 2002.

The following table sets forth for the periods indicated information derived from our statements of operations expressed as a percentage of net
sales.

 Three Months Ended   Six Months Ended  



June 30, 2003   2002   2003   2002  
                
Net sales (in millions) $ 321.6  $ 291.2  $ 605.1  $ 528.3  
       

 

 

Net sales  100.0%   100.0%   100.0%   100.0 %
Gross profit  10.3   10.8   10.8   10.7  
Selling, general and administrative expenses  9.3   10.5   9.9   11.0  
Restructuring costs and other special charges  0.1   -   0.1   0.2  
Income (loss) from operations  0.8   0.2   0.9   (0.5) 
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The following table sets forth our percentage of net sales by business segment, sales channel, and product mix:

 Three Months Ended  Six Months Ended 
June 30, 2003  2002  2003  2002 
            
Segment (excludes transfers between segments)            
    SMB 58%  60%  60%  68%
    Public Sector 23  22  21  22 
    Large Accounts 19  18  19  10 
        
        Total 100%  100%  100%  100%

        
Sales Channel            
    Outbound Telemarketing & Field Sales 78%  77%  77%  77%

    Inbound Telesales 6  8  6  10 
    Online Internet 16  15  17  13 
        
        Total 100%  100%  100%  100%

        
Product Mix            
    Notebooks & PDAs 21%  17%  21%  17%
    Desktop/Servers 14  15  14  15 
    Storage Devices 9  9  9  10 
    Software 9  14  10  14 
    Net/Com Products 8  8  8  9 
    Printers & Printer Supplies 12  12  12  12 
    Videos, Imaging & Sound 12  11  11  11 
    Memory & System Enhancements 6  6  6  5 
    Accessories/Other 9  8  9  7 
        
        Total 100%  100%  100%  100%

        

Sales of enterprise server and networking products (included in the above product mix) were 22.2% and 23.0% of net sales for the three
months ended June 30, 2003 and June 30, 2002, respectively, and 22.6% and 22.1% of net sales for the six months ended June 30, 2003
and June 30, 2002, respectively.

Three Month Period Ended June 30, 2003 Compared to Three Month Period Ended June 30, 2002

Net sales for the three months ended June 30, 2003 increased to $321.6 million from $291.2 million for the three months ended June 30, 2002.



* Net sales for our small- and medium-sized business (SMB) segment increased by 7.5% to $186.6 million for
the three months ended June 30, 2003 from $173.6 million for the comparable period in 2002. SMB net sales
increased sequentially by $7.9 million, or 4.4%, over the three months ended March 31, 2003. Such increases
were attributable to increased sales productivity per sales representative and increased sales from our Internet
Business Account Program. Sales productivity on an annualized basis for our SMB segment for the three
months ended June 30, 2003 increased by 10.9% over the comparable period in 2002 to $2.1 million per sales
representative.

  
* Net sales for our Public Sector segment, which sells to federal, state and local government organizations and

educational institutions, increased by $11.3 million, or 17.8%, to $75.0 million for the three months ended June
30, 2003 over the comparable period in 2002. Sales to the federal government increased by 19.3% for the three
months ended June 30, 2003 from the comparable period of 2002 and increased sequentially by 40.0% over the
three months ended March 31, 2003. Sales to state, local and education customers for the second quarter of
2003, increased by 16.7% over the comparable period in 2002 and increased sequentially by 44.5% over the
three months ended March 31, 2003. The substantial and comparative increases can be attributed to increased
sales productivity per sales representative. Sales productivity on an annualized basis for our Public Sector
segment for the three months ended June 30, 2003 increased 13.6% over the comparable period in 2002 to
$2.6 million per sales representative.
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* Sales to large account customers by our MoreDirect subsidiary were $60.0 million for the three months ended
June 30, 2003, compared to $53.8 million for the comparable period in 2002. We purchased MoreDirect on April
5, 2002, and accordingly, MoreDirect's net sales are included in our consolidated financial statements only for
the periods after April 5, 2002.

Notebooks & PDAs continued to be our largest product category, accounting for 20.6% of net sales for the three months ended June 30, 2003
compared to 17.3% of the comparable period in 2002. Desktop and server computer systems accounted for 14.1% of net sales in the second
quarter of 2003 compared to 14.8% for the comparable period in 2002. Software product sales were 9.4% for the second quarter of 2003, down
from 13.9% for the comparable period in 2002, primarily due to fewer sales of upgrades of Microsoft software.

Net sales of enterprise server and networking products increased 6.9% to $71.5 million for the quarter ended June 30, 2003 from $66.9 million for
the comparable period in 2002. We believe that these product categories will eventually grow substantially as our customers further upgrade their
network and communication infrastructure. Enterprise server and networking products represented 22.2% of overall net sales for the second
quarter in 2003, down from 23.0% of net sales for the comparable period in 2002. If economic conditions do not improve in the near term, the
anticipated sales growth of these types of products will not likely occur.

Average order size decreased 1.5%, to $1,110 for the quarter ended June 30, 2003 from $1,127 in the second quarter of 2002. Average order size
increased sequentially by 4.9% in the second quarter due to the seasonal increase in the average order size of sales to our federal government
customers. The total number of orders received for the quarter increased 3.6%, compared to the first quarter of 2003, and increased 10.3% year-
over-year, compared to the 10.4% year-over-year increase in total net sales dollars.

Gross profit increased $1.7 million to $33.0 million for the quarter ended June 30, 2003 from $31.3 million for the comparable period in 2002. The
increase in gross profit dollars was attributable to the changes in net sales described above, and greater rebates from vendor support programs.
Gross profit margin decreased from 10.8% in the second quarter 2002 to 10.3% in the second quarter 2003 as a result of competitive pricing
pressures and a free freight promotion for Internet sales that we undertook in the second quarter of 2003. Generally pricing in the computer and
related products market is very aggressive, and we intend to maintain prices at competitive levels. Sales to our SMB and Large Corporate Account
customers generally carry higher gross margins than our sales to Public Sector customers. Additionally, sales of enterprise server and networking
products generally carry higher gross margins than sales of desktops and notebook computers. Our gross margin is influenced by, among other
things, industry pricing, customer segment and relative product mix and may vary based upon vendor support programs, product mix, pricing
strategies, market conditions and other factors.

Selling, general and administrative expenses decreased $0.6 million, or 2.0%, to $30.0 million for the quarter ended June 30, 2003 from $30.6
million for the second quarter in 2002 due to our continued cost control initiatives. Selling, general and administrative expenses (SG&A), as a
percentage of sales, were 9.3% of net sales in the second quarter of 2003, compared to 10.5% in the comparable period in 2002. While we
continue to focus on controlling discretionary expenditures, we expect that our SG&A may vary depending on changes in sales volume, as well as
the levels of continued investments in key growth initiatives such as hiring more outbound sales account managers, improving marketing
programs, and improving our Internet Web technology to support our sales organization.

Restructuring costs and other special charges of $0.4 million and $0.1 million were incurred for staff reductions for the three months ended
June 30, 2003 and 2002, respectively. A rollforward of the spending on these restructuring actions is provided in the footnotes to our quarterly
financial statements.

In June 2002, the Financial Accounting Standards Board issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal
Activities." SFAS No. 146 addresses financial accounting and reporting for costs associated with exit or disposal activities and replaces Emerging
Issues Task Force (EITF) Issue No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity
(including Certain Costs Incurred in a Restructuring)." SFAS No. 146 requires that a liability for a cost associated with an exit or disposal activity



be recognized when the liability is incurred, rather than at the date of a commitment to an exit or disposal plan. The provisions of this Statement
are effective for exit or disposal activities that are initiated after December 31, 2002. The restructuring activities undertaken by us prior to the
issuance of this statement have been appropriately accounted for under EITF 94-3. The nature of our activities were such that severance recorded
under SFAS No. 146 was consistent with that previously recorded under EITF 94-3.
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Income from operations increased $1.9 million, or 316.7%, to $2.5 million for the quarter ended June 30, 2003, from $0.6 million for the
comparable period in 2002. Income from operations as a percentage of sales increased to 0.8% in the three months ended June 30, 2003 from
0.2% for the comparable period in 2002 for the reasons discussed above.

Interest expense decreased $0.02 million, or 6.6%, to $0.28 million for the quarter ended June 30, 2003 from $0.3 million for the comparable
quarter in 2002. This decrease in interest expense was attributed to lower average borrowings in the second quarter of 2003 as compared to the
second quarter of 2002. These borrowings continue to be minimal as our average outstanding borrowings for the quarter were approximately $0.8
million. There were no borrowings outstanding at the end of either quarter.

Other, net, which is essentially comprised of interest income was $0.05 million and $0.1 million for the three-month periods ended June 30, 2003
and 2002, respectively. The decrease was due to lower average cash balances and marketable securities as well as overall lower interest rates
compared to the same period in 2002.

Income taxes for the quarter ended June 30, 2003 were $0.9 million compared to $0.2 million for the comparable quarter in 2002. The effective tax
rate was 40% and 38% for the three months ended June 30, 2003 and 2002, respectively. The effective tax rate increased slightly in 2003 due to
anticipated state income allocations differing in each fiscal year estimate.

Net income for the quarter ended June 30, 2003 increased $1.1 million, or 366.7%, to net income of $1.4 million from net income of $0.3 million
for the comparable quarter in 2002, as a result of the increase in income from operations.

Six Month Period Ended June 30, 2003 Compared to Six Month Period Ended June 30, 2002

Net sales for the six months ended June 30, 2003 increased to $605.1 million from $528.3 million for the six months ended June 30, 2002.

* Net sales for our small- and medium-sized business (SMB) segment increased by 1.1% to $365.2 million for
the six months ended June 30, 2003 from $361.3 million for the comparable period in 2002.

  
* Net sales for our Public Sector segment, which sells to federal, state and local government organizations and

educational institutions, increased $14.5 million, or 12.8%, to $127.7 million for the six months ended June 30,
2003 over the comparable period in 2002. Sales to the federal government increased by 7.6% for the six
months ended June 30, 2003 from the comparable period of 2002. Sales to state, local and education
customers for the six months ended June 30, 2003, increased by 16.9% over the comparable period in 2002.

  
* Sales to large account customers by our MoreDirect subsidiary were $112.2 million for the six months ended

June 30, 2003, compared to $53.8 million for the comparable period in 2002. We purchased MoreDirect on April
5, 2002, and accordingly, MoreDirect's net sales are included in our consolidated financial statements only for
the periods after April 5, 2002.

Notebooks & PDAs continued to be our largest product category, accounting for 19.9% of net sales for the six months ended June 30, 2003
compared to 17.3% of the comparable period in 2002. Desktop and server computer systems accounted for 14.4% of net sales for the six months
ended June 30, 2003 compared to 14.7% for the comparable period in 2002. Software product sales were 10.2% for the first six months of 2003,
down from 14.0% for the comparable period in 2002.

Net sales of enterprise server and networking products increased 17.3% to $137.0 million for the six months ended June 30, 2003 from $116.8
million for the comparable period in 2002. We believe that these product categories will eventually grow substantially as our customers further
upgrade their network and communication infrastructure. Enterprise server and networking products represented 22.6% of overall net sales for the
six months ended June 30, 2003 up from 22.1% of net sales for the comparable period in 2002. If economic conditions do not improve in the near
term, the anticipated sales growth of these types of products will not likely occur.
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Gross profit increased $9.1 million to $65.4 million for the six months ended June 30, 2003 from $56.3 million for the comparable period in 2002.
The increase in gross profit dollars was attributable to the changes in net sales described above, together with an increase in gross profit margin.
Gross profit margin increased to 10.8% for the six-month period ended June 30, 2003 from 10.7% in the comparable period of 2002 due to greater
rebates from vendor support programs. Generally, pricing in the computer and related products market is very aggressive, and we intend to
maintain prices at competitive levels. Sales to our SMB and Large Corporate Account customers generally carry higher gross margins than our
sales to Public Sector customers. Additionally, sales of enterprise server and networking products generally carry higher gross margins than sales
of desktops and notebook computers. Our gross margin is influenced by, among other things, industry pricing, customer segment and relative
product mix and may vary based upon vendor support programs, product mix, pricing strategies, market conditions and other factors.

Selling, general and administrative expenses increased $1.6 million, or 2.8%, to $59.7 million for the six months ended June 30, 2003 from
$58.1 million for comparable period in 2002 due to the acquisition of MoreDirect. MoreDirect's selling, general and administrative expenses (SG&A)
accounted for $6.2 million for the first six months of 2003, or 5.5% of MoreDirect's sales. SG&A, as a percentage of sales, were 9.9% of net sales
for the six months ended June 30, 2003, compared to 11.0% in the comparable period in 2002. While we continue to focus on controlling
discretionary expenditures, we expect that our SG&A may vary depending on changes in sales volume, as well as the levels of continued
investments in key growth initiatives such as hiring more outbound sales account managers, improving marketing programs, and improving our
Internet Web technology to support our sales organization.

Restructuring costs and other special charges decreased $0.5 million, or 55.6% to $0.4 million for the six months ended June 30, 2003 from
$0.9 million for the comparable period in 2002. We took a $0.4 million charge in the second quarter of 2003 for staff reductions. On March 15,
2002, we announced that we had settled litigation commenced by Microsoft Corporation involving alleged trademark and copyright infringement.
While denying the allegations, we recorded a $0.8 million charge in settlement costs and legal fees related to this matter. We also took a $0.1
million charge related to staff reductions in the six months ended June 30, 2002.

A rollforward of restructuring reserves for the six months ended June 30, 2003 is shown below. These reserves originally arose as a result of
workforce reduction actions in prior years.

 Workforce
Reductions

   
Balance December 31, 2002 $ 208 
Charges  397 
Cash payments  (198)

 
Liabilities at June 30, 2003 $ 407 
 

In June 2002, the Financial Accounting Standards Board issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal
Activities." SFAS No. 146 addresses financial accounting and reporting for costs associated with exit or disposal activities and replaces Emerging
Issues Task Force (EITF) Issue No. 94-3, "Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity
(including Certain Costs Incurred in a Restructuring)." SFAS No. 146 requires that a liability for a cost associated with an exit or disposal activity
be recognized when the liability is incurred, rather than at the date of a commitment to an exit or disposal plan. The provisions of this Statement
are effective for exit or disposal activities that are initiated after December 31, 2002. The restructuring activities undertaken by us prior to the
issuance of this statement have been appropriately accounted for under EITF 94-3. The nature of our activities were such that severance recorded
under SFAS No. 146 was consistent with that previously recorded under EITF 94-3.
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Results of Operations - Cont'd.

Income (loss) from operations increased $8.1 million, or 300.0%, to income from operations of $5.4 million for the six months ended June 30,
2003, compared to a loss from operations of $(2.7) million for the comparable period in 2002. Income from operations as a percentage of sales
increased to 0.9% in the six months ended June 30, 2003 from a loss of operations of (0.5)% for the comparable period in 2002 for the reasons
discussed above.

Interest expense increased $0.04 million, or 7.4%, to $0.58 million for the six months ended June 30, 2003 from $0.54 million for the comparable
quarter in 2002. This increase in interest expense was attributed to higher average borrowings in the first half of 2003 as compared to the
comparable period of 2002. These borrowings continue to be minimal as our average outstanding borrowings for the six months ended June 30,
2003 were approximately $2.2 million. There were no borrowings outstanding at the end of either period.

Other, net, which is essentially comprised of interest income was $0.1 million and $0.3 million for the six-month periods ended June 30, 2003 and
2002, respectively. The decrease was due to lower average cash balances and marketable securities as well as overall lower interest rates
compared to the same period in 2002.

Income taxes for the six months ended June 30, 2003 consisted of a $1.9 million tax provision compared to a $1.1 million tax credit for the
comparable quarter in 2002. The effective tax rate was 39% and 38% for the six months ended June 30, 2003 and 2002, respectively. The
effective tax rate increased slightly in 2003 due to anticipated state income allocations differing in each fiscal year estimate.



Net income (loss) for the six months ended June 30, 2003 increased $4.8 million, or 266.7%, to net income of $3.0 million from net loss of $(1.8)
million for the comparable period in 2002, as a result of the increase in income from operations.

Liquidity and Capital Resources

We have historically financed our operations and capital expenditures through cash flow from operations and bank borrowings. We believe that
funds generated from operations, together with available credit under our bank line of credit, will be sufficient to finance our working capital and
capital expenditure requirements at least through the next twelve months. Our ability to continue funding our planned growth is dependent upon our
ability to generate sufficient cash flow from operations or to obtain additional funds through equity or debt financing, or from other sources of
financing, as may be required. If demand for information technology products continues to decline, our cash flows from operations may be
substantially reduced.

At June 30, 2003, we had cash and cash equivalents of $8.4 million and working capital of $97.2 million. At December 31, 2002, we had cash and
cash equivalents of $1.8 million and working capital of $91.3 million.

Net cash provided by operating activities was $13.6 million for the six months ended June 30, 2003, as compared to $27.1 million provided by
operating activities in the comparable period in 2002. The primary factors historically affecting cash flows from operations are our net income and
changes in the levels of accounts receivable, inventories, and accounts payable.

At June 30, 2003, we had $90.3 million in outstanding accounts payable. Such accounts are generally paid within 30 days of incurrence and will be
financed by cash flows from operations or, if necessary, short-term borrowings under the line of credit. This amount includes $10.2 million payable
to two financial institutions under security agreements to facilitate the purchase of inventory. We believe we will be able to meet our obligations
under our accounts payable with cash flows from operations and our existing line of credit.

Capital expenditures were $1.3 million in the six months ended June 30, 2003 as compared to $3.4 million in the comparable period in 2002. The
majority of the capital expenditures for the respective 2003 and 2002 periods relate to computer hardware and software purchases for our
information systems. Total capital expenditures for the year ending December 31, 2003 are estimated to be $3.6 million and we anticipate funding
these capital expenditures from cash flows from operations.
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Liquidity and Capital Resources - Cont'd.

We currently have a $45 million credit facility secured by substantially all of our business assets. Amounts outstanding under this facility bear
interest at the prime rate (4.0% at June 30, 2003). The credit facility includes various customary financial and operating covenants, minimum net
worth and maximum funded debt ratio requirements, including restrictions on the payment of dividends, none of which we believe significantly
restricts our operations. The maximum allowable funded debt ratio under the agreement is 2.0 to 1.0; our actual funded debt ratio at June 30, 2003
was only 0.03 to 1.0. Funded debt ratio is defined as the ratio of average outstanding advances under the facility to EBITDA (Earnings Before
Interest Expense, Taxes, Depreciation and Amortization). Borrowing availability under the agreement is further limited to twice the amount of
EBITDA for the trailing four quarters; such availability was $48.0 million at June 30, 2003. No borrowings were outstanding under this credit facility
at June 30, 2003. The credit facility matures on June 30, 2004, at which time amounts outstanding become due.

The merger agreement with MoreDirect contemplates an earn-out period of three years following the closing whereby if MoreDirect maintains
certain earnings before income tax, or EBIT, levels, additional payments will be made to MoreDirect's shareholder. Under the merger agreement,
earn-out payments are tied to EBIT levels targeted to grow at a 15% rate per year. The maximum payments we will make under the earn-out
provisions of the merger agreement are $67.1 million, assuming MoreDirect maintains 200% of targeted EBIT levels for all three years. If
MoreDirect maintains less than 60% of targeted EBIT levels for all three years, no payment would be required under the earn-out provisions of the
merger agreement. At any time during the earn-out period, we may "buy-out" the remaining earn-out payments for amounts which vary during the
term of the earn-out. We accrued a liability to MoreDirect's shareholder for $10.8 million in earn-out consideration for the year ended December 31,
2002, which was paid in 2003. We also escrowed $10.0 million at closing to fund a portion of these contingent payments, of which $5.0 million was
used to satisfy a portion of the liability paid by PC Connection in the first quarter of 2003. We believe we will be able to meet our obligations to
MoreDirect and its shareholder under the merger agreement.

We have disclosed significant related party transactions and our future commitments in our Annual Report on Form 10-K for the year ended
December 31, 2002. There have been no changes in those disclosures since year-end.

Recently Adopted Financial Accounting Pronouncements

In November 2002, the FASB issued FASB Interpretation No. 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others" ("FIN 45"), which requires that, for guarantees within the scope of FIN 45 issued or amended after
December 31, 2002, a liability for the fair value of the obligation undertaken in issuing the guarantee be recognized. FIN 45 also requires additional
disclosures in financial statements for periods ending after December 15, 2002. The recognition and measurement provisions of FIN 45 did not
have a material effect on our results of operations or financial position.



Inflation

We have historically offset any inflation in operating costs by a combination of increased productivity and price increases, where appropriate. We
do not expect inflation to have a significant impact on our business in the future.
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Factors That May Affect Future Results and Financial Condition

Our future results and financial condition are dependent on our ability to continue to successfully market, sell and distribute information technology
products and services, including computers, hardware and software. Inherent in this process are a number of factors that we must successfully
manage in order to achieve a favorable financial condition and favorable operating results. Potential risks and uncertainties that could affect our
future financial condition and operating results include, without limitation, the following factors:

There has been a general decrease in demand throughout the industry for the products we sell.

The general decline in the economy over the past two years has resulted in a decrease in demand for personal computer products throughout the
industry, despite the modest and recent increase in personal computer sales. This decrease adversely affected our sales and results of operations
in 2002 and may continue to adversely affect our sales and results of operations for the balance of 2003. If our net sales do not increase in
proportion to our operating expenses or if we experience a decrease in net sales for an extended period of time, there would be a material adverse
effect on our results of operations in future periods.

We may also experience quarterly fluctuations and seasonality which could impact our business.

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

* changes in the overall level of economic activity;
* changes in the level of business investment in information technology products;
* the condition of the personal computer industry in general;
* shifts in customer demand for hardware and software products;
* 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 printing costs and in merchandise returns;
* adverse weather conditions that affect response, distribution or shipping;
* shifts in the timing of holidays;
* changes in our product offerings;
* changes in consumer demand for information technology products; and
* changes in vendor distribution of products.

We base our operating expenditures on sales forecasts. If revenues do not meet expectations in any given quarter, our operating results could
suffer.

In addition, customer response rates for our catalogs and other marketing vehicles are subject to variations. The first and last quarters of the year
generally have higher response rates while the two middle quarters typically have lower response rates.
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We face many competitive risks.

The direct marketing industry and the computer products retail business, in particular, are highly competitive. We compete with consumer
electronics and computer retail stores, including superstores. We also compete with other direct marketers of hardware and software and computer
related products, including an increasing number of Internet retailers. Certain hardware and software vendors are selling their products directly
through their own catalogs and over the Internet or have entered into agreements with other direct marketers. We compete not only for customers,
but also for co-op advertising support from personal computer product manufacturers. Some of our competitors have greater financial and
marketing resources and larger catalog circulations and customer bases and other resources than we do. In addition, some of our competitors offer
a wider range of products and services than we do and may be able to respond more quickly to new or changing opportunities, technologies and



customer requirements. Many current and potential competitors also have greater name recognition, engage in more extensive promotional
activities and adopt more aggressive pricing policies than us. We expect competition to increase as retailers and direct marketers who have not
traditionally sold computers and related products enter the industry and as certain hardware and software vendors begin selling their products
through other direct marketers.

We cannot assure you that we can continue to compete effectively against our current or future competitors. In addition, price is an important
competitive factor in the personal computer hardware and software market and we cannot assure you that we will not face increased price
competition. If we encounter new competition or fail to compete effectively against our competitors, our business may be harmed.

In addition, product resellers and direct marketers are combining operations or acquiring or merging with other resellers and direct marketers to
increase efficiency. Moreover, current and potential competitors have established or may establish cooperative relationships among themselves or
with third parties to enhance their products and services. Accordingly, it is possible that new competitors or alliances among competitors may
emerge and acquire significant market share.

The methods of distributing personal computers and related products are changing and such changes may negatively impact us and our
business.

The manner in which personal computers and related products are distributed and sold is changing, and new methods of distribution and sale, such
as online shopping services, have emerged. Hardware and software manufacturers have sold, and may intensify their efforts to sell, their products
directly to end users. From time to time, certain manufacturers have instituted programs for the direct sales of large order quantities of hardware
and software to certain major corporate accounts. These types of programs may continue to be developed and used by various manufacturers.
Some of our vendors, including Apple, HP, and IBM, currently sell some of their products directly to end users and have stated their intentions to
increase the level of such direct sales. In addition, manufacturers may attempt to increase the volume of software products distributed
electronically to end users. An increase in the volume of products sold through or used by consumers of any of these competitive programs or
distributed electronically to end users could have a material adverse effect on our results of operations.

We are exposed to inventory obsolescence due to the rapid technological changes occurring in the personal computer industry.

The market for personal computer products is characterized by rapid technological change and the frequent introduction of new products and
product enhancements. Our success depends in large part on our ability to identify and market products that meet the needs of customers in that
marketplace. In order to satisfy customer demand and to obtain favorable purchasing discounts, we have and may continue to carry increased
inventory levels of certain products. By so doing, we are subject to the increased risk of inventory obsolescence. Also, in order to implement our
business strategy, we intend to continue, among other things, to place larger than typical inventory stocking orders, and increase our participation
in first-to-market purchase opportunities. We may also participate in end-of-life-cycle purchase opportunities and market products on a private-label
basis, which would increase the risk of inventory obsolescence. In addition, we sometimes acquire special purchase products without return
privileges. There can be no assurance that we will be able to avoid losses related to obsolete inventory. In addition, manufacturers are limiting
return rights and are also taking steps to reduce their inventory exposure by supporting "build to order" programs authorizing distributors and
resellers to assemble computer hardware under the manufacturers' brands. These trends reduce the costs to manufacturers and shift the burden of
inventory risk to resellers like us which could negatively impact our business.
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We acquire products for resale from a limited number of vendors; the loss of any one of these vendors could have a material adverse
effect on our business.

We acquire products for resale both directly from manufacturers and indirectly through distributors and other sources. The five vendors supplying
the greatest amount of goods to us constituted 65% and 66% of our total product purchases in the six-month periods ended June 30, 2003 and
2002, respectively. Among these five vendors, purchases from Ingram Micro, Inc. represented 23% and 28% of our total product purchases in the
six-month periods ended June 30, 2003 and 2002, respectively. Purchases from Tech Data Corporation comprised 15% of our total product
purchases in both the six-month periods ended June 30, 2003 and 2002. Effective May 3, 2002, Hewlett-Packard Company (HP) completed its
acquisition of Compaq Computer Corporation. Had this acquisition been completed at the beginning of the periods presented, our purchases made
directly from HP, on a pro forma basis, would have constituted 16% and 14% of our total product purchases in the six-month periods ended June
30, 2003 and 2002, respectively. No other vendor supplied more than 10% of our total product purchases in the six-month periods ended June 30,
2003 and 2002. If we were unable to acquire products from Ingram, Tech Data or HP, we could experience a short-term disruption in the availability
of products and such disruption could have a material adverse effect on our results of operations and cash flows.

Substantially all of our contracts and arrangements with our vendors that supply significant quantities of products are terminable by such vendors
or us without notice or upon short notice. Most of our product vendors provide us with trade credit, of which the net amount outstanding at June 30,
2003 was $90.3 million. Termination, interruption or contraction of relationships with our vendors, including a reduction in the level of trade credit
provided to us, could have a material adverse effect on our financial position.

Some product manufacturers either do not permit us to sell the full line of their products or limit the number of product units available to direct
marketers such as us. An element of our business strategy is to continue to increase our participation in first-to-market purchase opportunities.
The availability of certain desired products, especially in the direct marketing channel, has been constrained in the past. We could experience a
material adverse effect to our business if we are unable to source first-to-market purchase or similar opportunities, or if we face the reemergence
of significant availability constraints.



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

Some product manufacturers and distributors provide us with incentives such as supplier reimbursements, payment discounts, price protection,
rebates and other similar arrangements. The increasingly competitive computer hardware market has already resulted in the following:

* reduction or elimination of some of these incentive programs;
* more restrictive price protection and other terms; and
* reduced advertising allowances and incentives, in some cases.

Many product suppliers provide us with co-op advertising support and in exchange we feature their products in our catalogs. This support
significantly defrays our catalog production expense. In the past, we have experienced a decrease in the level of co-op advertising support
available to us from certain manufacturers. The level of co-op advertising support we receive from some manufacturers may further decline in the
future. Such a decline could increase our selling, general and administrative expenses as a percentage of sales and have a material adverse effect
on our cash flows.

We have experienced rapid growth in recent years followed by a decline in sales in 2002 and 2001, and there is no assurance that we will
be able to regain such growth.

Our net sales grew from $749.9 million for the year ended December 31, 1998 to $1.44 billion for the year ended December 31, 2000. In the years
ended December 31, 2001 and 2002, our net sales declined to $1.19 billion. We believe we would have experienced a greater decline in our net
sales for 2002 if it had not been for our acquisition of MoreDirect. Our growth in previous years placed increasing demands on our administrative,
operational, financial and other resources. Our staffing levels and operating expenses increased substantially in recent years due to our sales
forecasts. In 2001 and 2002, we engaged in workforce reductions due to the decline in our net sales during those periods. If our revenues continue
to decline, we may not be able to reduce our staffing levels and operating expenses in a timely manner to meet our needs. Moreover, we can
provide no assurance that we will be able to regain rapid growth in the near future.
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We rely on key government contracts, the loss of which could harm our financial condition.

We are a party to several significant contracts with state and federal government agencies. Sales to state and federal government agencies,
represented 21% of our net sales in 2002 and 23% of our net sales for the six months ended June 30, 2003. Our sales to state and federal
government agencies include sales to educational institutions. We expect that our sales to state and federal government agencies will increase as
a percentage of our consolidated revenues for the foreseeable future. Our current arrangements with these government agencies allow them to
cancel orders with little or no notice and do not require them to purchase products from us in the future. Moreover, any and all orders relating to the
federal government may be subject to renegotiation of profits or termination at the election of the federal government. The loss of one or more of
these significant contracts with state and federal government agencies could negatively affect our results of operations and financial condition.

We face and will continue to face significant price competition.

Generally, pricing is very aggressive in the personal computer industry and we expect pricing pressures to continue. An increase in price
competition could result in a reduction of our profit margins. There can be no assurance that we will be able to offset the effects of price reductions
with an increase in the number of customers, higher sales, cost reductions or otherwise. Also, our sales of personal computer hardware products
are generally producing lower profit margins than those associated with software products. Such pricing pressures could result in an erosion of our
market share, reduced sales and reduced operating margins, any of which could have a material adverse effect on our business.

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

We depend on the accuracy and proper use of our management information systems including our telephone system. Many of our key functions
depend on the quality and effective utilization of the information generated by our management information systems, including:

* our ability to manage inventory and accounts receivable collection;
* our ability to purchase, sell and ship products efficiently and on a timely basis; and
* our ability to maintain operations.

Interruptions could result from natural disasters as well as power loss, telecommunications failure and similar events.

Our management information systems require continual upgrades to most effectively manage our operations and customer database. Although we
maintain some redundant systems, with full data backup, a substantial interruption in management information systems or in telephone
communication systems would substantially hinder our ability to process customer orders and thus could have a material adverse effect on our
business.

We rely on the continued development of electronic commerce and Internet infrastructure development.

We have had an increasing amount of sales made over the Internet in part because of the growing use and acceptance of the Internet by end-
users. No one can be certain that acceptance and use of the Internet will continue to develop or that a sufficiently broad base of consumers will
adopt and continue to use the Internet and other online services as a medium of commerce. Sales of computer products over the Internet do not
currently represent a significant portion of overall computer product sales. Growth of our Internet sales is dependent on potential customers using



the Internet in addition to traditional means of commerce to purchase products. We cannot accurately predict the rate at which they will do so.
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Our success in growing our Internet business will depend in large part upon the development of an infrastructure for providing Internet access and
services. If the number of Internet users or their use of Internet resources continues to grow rapidly, such growth may overwhelm the existing
Internet infrastructure. Our ability to increase the speed with which we provide services to customers and to increase the scope of such services
ultimately is limited by and reliant upon the speed and reliability of the networks operated by third parties and these networks may not continue to
be developed.

We depend heavily on third party shippers to deliver our products to customers.

We ship approximately 70% of our products to customers by Airborne Freight Corporation D/B/A "Airborne Express", with the remainder being
shipped by United Parcel Service of America, Inc. and other overnight delivery and surface services. A strike or other interruption in service by
these shippers could adversely affect our ability to market or deliver products to customers on a timely basis.

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

Shipping costs are a significant expense in the operation of our business. Increases in postal or shipping rates and paper costs could significantly
impact the cost of producing and mailing our catalogs and shipping customer orders. Postage prices and shipping rates increase periodically and
we have no control over future increases. We have a long-term contract with Airborne Express whereby Airborne ships products to our customers.
We believe that we have negotiated favorable shipping rates with Airborne. We generally invoice customers for shipping and handling charges.
There can be no assurance that we will be able to pass on to our customers the full cost, including any future increases in the cost, of commercial
delivery services such as Airborne.

We also incur substantial paper and postage costs related to our marketing activities, including producing and mailing our catalogs. Paper prices
historically have been cyclical and we have experienced substantial increases in the past. Significant increases in postal or shipping rates and
paper costs could adversely impact our business, financial condition and results of operations, particularly if we cannot pass on such increases to
our customers or offset such increases by reducing other costs.

Privacy concerns with respect to list development and maintenance may materially adversely affect our business.

We mail catalogs and send electronic messages to names in our proprietary customer database and to potential customers whose names we
obtain from rented or exchanged mailing lists. World-wide public concern regarding personal privacy has subjected the rental and use of customer
mailing lists and other customer information to increased scrutiny. Any domestic or foreign legislation enacted limiting or prohibiting these
practices could negatively affect our business.

We face many uncertainties relating to the collection of state sales or use tax.

We presently collect sales tax on sales of products to residents in many states. Taxable sales to customers were approximately 27% of our net
sales during the year ended December 31, 2002 and approximately 25% for the six months ended June 30, 2003. Various states have sought to
impose on direct marketers the burden of collecting state sales taxes on the sales of products shipped to their residents. In 1992, the United
States Supreme Court affirmed its position that it is unconstitutional for a state to impose sales or use tax collection obligations on an out-of-state
mail order company whose only contacts with the state are limited to the distribution of catalogs and other advertising materials through the mail
and the subsequent delivery of purchased goods by United States mail or by interstate common carrier. However, legislation that would expand the
ability of states to impose sales tax collection obligations on direct marketers has been introduced in Congress on many occasions. Due to its
presence on various forms of electronic media and other factors, our contact with many states may exceed the contact involved in the Supreme
Court case. We cannot predict the level of contact that is sufficient to permit a state to impose on us a sales tax collection obligation. If the
Supreme Court changes its position or if legislation is passed to overturn the Supreme Court's decision, the imposition of a sales or use tax
collection obligation on us in states to which we ship products would result in additional administrative expenses to us, could result in price
increases to our customers, and could reduce demand for our product.
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We are dependent on key personnel.

Our future performance will depend to a significant extent upon the efforts and abilities of our senior executives. The competition for qualified



management personnel in the computer products industry is very intense, and the loss of service of one or more of these persons could have an
adverse effect on our business. Our success and plans for future growth will also depend on our ability to hire, train and retain skilled personnel in
all areas of our business, including sales account managers and technical support personnel. There can be no assurance that we will be able to
attract, train and retain sufficient qualified personnel to achieve our business objectives.

We are controlled by two principal stockholders.

Patricia Gallup and David Hall, our two principal stockholders, beneficially own or control, in the aggregate, approximately 71% of the outstanding
shares of our common stock. Because of their beneficial stock ownership, these stockholders can continue to elect the members of the Board of
Directors and decide all matters requiring stockholder approval at a meeting or by a written consent in lieu of a meeting. Similarly, such
stockholders can control decisions to adopt, amend or repeal our charter and our bylaws, or take other actions requiring the vote or consent of our
stockholders and prevent a takeover of us by one or more third parties, or sell or otherwise transfer their stock to a third party, which could deprive
our stockholders of a control premium that might otherwise be realized by them in connection with an acquisition of us. Such control may result in
decisions that are not in the best interest of our public stockholders. In connection with our initial public offering, the principal stockholders placed
substantially all shares of common stock beneficially owned by them into a voting trust, pursuant to which they are required to agree as to the
manner of voting such shares in order for the shares to be voted. Such provisions could discourage bids for our common stock at a premium as
well as have a negative impact on the market price of our common stock.
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We invest cash balances in excess of operating requirements in short-term securities, generally with maturities of 90 days or less. In addition, our
unsecured credit agreement provides for borrowings which bear interest at variable rates based on the prime rate. We had no borrowings
outstanding pursuant to our credit agreement as of June 30, 2003. We believe that the effect, if any, of reasonably possible near-term changes in
interest rates on our financial position, results of operations and cash flows should not be material. Our credit agreement exposes earnings to
changes in short-term interest rates since interest rates on the underlying obligations are variable. However, as noted above, there were no
borrowings outstanding on the credit agreement at June 30, 2003. A change in earnings resulting from a hypothetical 10% increase or decrease in
interest rates is not material.
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Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a -15(e) and 15d -15(e) under the Exchange Act) as of June 30, 2003. Based on this evaluation,
our Chief Executive Officer and Chief Financial Officer concluded that, as of June 30, 2003, our disclosure controls and procedures were (1)
designed to ensure that material information relating to us, including our consolidated subsidiaries, is made known to our Chief Executive Officer
and Chief Financial Officer by others within those entities, particularly during the period in which this report was being prepared and (2) effective, in
that they provide reasonable assurance that information required to be disclosed by us in the reports that we file or submit under the Exchange Act
is recorded, processed, summarized, and reported within the time periods specified in the SEC's rules and forms.

No change in our internal control over financial reporting (as defined in Rules 13a - 15(f) and 15d - 15(f) under the Exchange Act) occurred during
the fiscal quarter ended June 30, 2003 that has materially affected, or is reasonably likely to materially affect, our internal control over financial
reporting.
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Item 1 - Legal Proceedings
  
 Not applicable.

  
Item 2 - Changes in Securities and Use of Proceeds
  
 Not applicable.

  
Item 3 - Defaults Upon Senior Securities
  
 Not applicable.

  
Item 4 - Submission of Matters to a Vote of Security Holders
  
 At the 2003 Annual Meeting of Stockholders of the Company (the "Annual Meeting") on June 3, 2003,

the following matters were acted upon by the stockholders of the Company:
  



 1. the election of six Directors;

   
 2. the approval to amend the Company's 1997 Employee Stock Purchase Plan, as amended, to

increase the number of shares of Common Stock that may be issued thereunder from 537,500
shares to 637,500 shares;

   
 3. the ratification of the appointment of Deloitte & Touche LLP as the Company's independent

auditors for the current fiscal year.
   
 The number of shares of Common Stock issued, outstanding and eligible to vote as of the record date

of April 21, 2003 was 24,659,997. The results of the voting on each of the matters presented to
stockholders at the Annual Meeting are set forth below:

  
   VOTES 

FOR
VOTES 

AGAINST
VOTES

ABSTAINED UNVOTED
       
 1. Election of Directors:     
  Patricia Gallup 22,068,763 714,870 N/A N/A

  David Hall 22,068,763 714,870 N/A N/A

  Bruce Barone 22,774,687     8,946 N/A N/A

  David Beffa-Negrini 22,095,345 688,288 N/A N/A

  Peter Baxter 22,774,687     8,946 N/A N/A

  Joseph Baute 22,774,687     8,946 N/A N/A

 2. Amendment to the Company's     
  1997 Employee Stock     
  Purchase Plan, as amended 22,714,393   63,471 5,769 N/A

 3. Ratification of the     
  Appointment of Auditors 22,749,603   32,029 2,001 N/A

       
Item 5 -  Other Information     
       
  Not applicable.     
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Item 6 - Exhibits and Reports on Form 8-K
  
 (a)   Exhibits
  
 Exhibit  
 Number Description

   
 10.60 Lease between GovConnection Corporation and Fairhaven Investors Limited Partnership,

dated April 30, 2003 for property located at 2150 Post Road, Fairfield, Connecticut
   
 15 Letter on unaudited interim financial information.

   
 31.1 Certification of the Company's President and Chief Executive Officer pursuant to Section

302 of the Sarbanes-Oxley Act of 2002.
   
 31.2 Certification of the Company's Senior Vice President of Finance and Chief Financial

Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
   
 32.1 Certification of the Company's President and Chief Executive Officer pursuant to 18

U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

   
 32.2 Certification of the Company's Senior Vice President of Finance and Chief Financial

Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

   
 (b)   Reports on Form 8-K



   
 (I) On April 24, 2003, the Company furnished a Current Report on Form 8-K under Item 9,

containing a copy of its earnings release for the period ended March 31, 2003, (including
financial statements) pursuant to Item 12 (Results of Operation and Financial Condition).
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Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this Form 10-Q to be signed on its behalf by
the undersigned thereunto duly authorized.

  PC CONNECTION INC. AND SUBSIDIARIES
   
August 13, 2003 By: /S/ PATRICIA GALLUP                                  
  Patricia Gallup

  Chairman of the Board, President, and Chief Executive Officer

   
August 13, 2003 By: /S/ MARK GAVIN                                            
  Mark Gavin

  Senior Vice President of Finance and Chief Financial Officer
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Fairfield, Connecticut
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Last Revised: 8/5/03
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LEASE

      This Lease is made and entered into as of April 30, 2003, by and between
FAIRHAVEN INVESTORS LIMITED PARTNERSHIP, a Pennsylvania limited
partnership, with its principal place of business at c/o Berwind Property Group, Inc., 770
Township Line Road, Suite 150, Yardley, Pennsylvania 19067, Attention: Connecticut
Asset Manager (the "Landlord") and GOVCONNECTION CORPORATION , a MD
corporation with its principal place of business at 7503 Standish Place, Rockville, MD
20855 (the "Tenant").

ARTICLE 1.  GRANT

      1.01    Premises. Landlord, for and in consideration of the rents herein reserved and
of the covenants and agreements herein contained on the part of Tenant to be
performed, hereby leases to Tenant and Tenant accepts from Landlord, certain space
shown on Exhibit A attached hereto and made a part hereof, containing 8,000 rentable
square feet in area (the "Premises"), situated on the third floor of the office building
located at 2150 Post Road, Fairfield, Connecticut (the "Building" ) . The Premises,
Building, the "Common Areas" (defined below) and the land upon which the same are
located, which is legally described in Exhibit B (the "Land"), together with all other
improvements thereon and thereunder are collectively referred to as the "Property".

      1.02    Common Areas. Landlord hereby grants to Tenant during the term of this
Lease, a license to use, in common with the others entitled to such use, the Common
Areas as they from time to time exist, subject to the rights, powers and privileges herein
reserved to Landlord. The term "Common Areas" as used herein will include all areas
and facilities outside the Premises that are provided and designated by Landlord for
general non-exclusive use and convenience of Tenant and other tenants. Common
Areas include but are not limited to the hallways, lobbies, stairways, elevators,
pedestrian sidewalks, landscaped areas, loading areas, roadways, parking areas, rights
of way, walking and jogging paths, if any.

      1.03    Parking. Tenant shall be entitled to use the parking facilities at the Property in
common with other Building tenants, but such right shall be limited to three (3) non-
exclusive tenant parking spaces for each 1,000 rentable square feet demised hereunder.
Tenant agrees not to overburden the parking facilities and agrees to cooperate with
Landlord and other tenants in the use of parking facilities. Landlord may designate
parking facilities at the Property for the handicapped, visitors to the Building and for other
tenants.

      1.04    Parking Restrictions. Tenant's use of the Building's parking facility is subject
to the following additional terms, conditions and covenants:



       (a)   Based upon the parking ratio and the area of the Premises, Tenant is
entitled to the use of twenty-four (24) non-exclusive parking space in the Building
parking garage pursuant to Section 1.03 hereof. Tenant agrees to notify Landlord
in writing whenever it employs more than twenty-four (24) persons at the Premises.
If Tenant employs more than twenty-four (24) persons at any time, it shall
immediately inform Landlord in writing and provide Landlord with satisfactory
evidence that Tenant has obtained additional off-site parking for all additional
employees. Upon written request by Landlord, Tenant shall provide Landlord
(within five (5) days following delivery of Landlord's request) with information
regarding the number and identity of all persons employed at the Premises, vehicle
identification for all employees, the
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 location and contractual arrangements regarding the off-site parking for the
additional employees, and information concerning which employees park at the
Building and which employees park at the off-site location. Tenant shall take all
necessary measures to ensure that its employees do not use more than twenty-four
(24) spaces in the parking garage at any time. Landlord may designate a portion of
the Building's parking garage for use by Tenant's employees.

       (b)   Tenant acknowledges that Landlord may establish rules and regulations by
written notice to Tenant that apply to Tenant only relative to Tenant's use of the
Building's parking facilities and Tenant's other obligations in this Section. Tenant is
responsible for the compliance by all of its employees and visitors with the
provisions of this Section and Landlord's general rules and regulations as well as
any rules or regulations adopted specifically for Tenant in connection with Tenant's
use of the Building's parking garage.

       (c)   If Landlord determines that the Tenant or its employees or visitors have
failed to observe any of the rules or regulations established by Landlord or perform
or observe any of its agreements or obligations hereunder with respect to the use
of the parking garage, Landlord will provide Tenant with written notice of such
failure and indicate the curative actions that Tenant must take with respect thereto.
If Tenant does not effect such curative actions as specified by Landlord in its notice
within two (2) business days following Landlord's delivery of such notice, then,
Landlord may institute, at Tenant's cost and expense, which shall be payable on
demand as Additional Rent, such measures and hire such personnel as may be
necessary to assure compliance by such parties with Landlord's rules and
regulations and Tenant's agreements under this Section; and

       (d)   Tenant's failure to observe and perform the covenants and agreements in
this Section shall constitute a default and, notwithstanding any cure rights
otherwise given to Tenant in this Lease, if Landlord notifies Tenant of two (2) or
more defaults under this Section in any six (6) month period, Landlord shall have
recourse to its remedies under Section 13.02 hereof.

ARTICLE 2.   TERM



      2.01    Lease Term. The Premises are leased for a term to commence on the
"Commencement Date" (as defined in Section 3.01) and shall end on the date (the
"Expiration Date") that is two (2) "Lease Years" (as defined below) after the
Commencement Date unless sooner terminated as herein provided. If Tenant exercises
its option to extend the term pursuant to Section 17.01, the Expiration Date shall be
extended in accordance with Article 17 hereof (the initial term hereof, and as so
extended, the "Term" ). If Landlord gives and Tenant accepts possession prior to the
Commencement Date, such occupancy shall be subject to all the terms and conditions
of this Lease and rent and other charges shall be prorated to the date that Tenant takes
possession of the Premises. The first "Lease Year" shall begin on the Commencement
Date and shall end on the last day of the twelfth (12th) full calendar month following the
Commencement Date. Each Lease Year thereafter shall consist of twelve (12)
consecutive calendar months following the end of the immediately preceding Lease
Year.

      2.02    Holding Over. In the event that Tenant retains occupancy of the Premises, or
any part thereof, after the end of the Term, Tenant's occupancy of the Premises shall be
as a tenant at will terminable at any time by Landlord. Tenant shall pay Landlord rent for
such time as Tenant remains in possession of the Premises at the rate equal to the
higher of (a) 200% of the Annual Base Rent payable during the last month of the Lease
Term, or (b) 125% of the then market-rate for the Premises, plus all Additional Rent and
other sums due under this Lease. In addition, Tenant shall pay Landlord for all damages
sustained by reason of Tenant's retention of possession of the Premises after the end of
the
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Term. The provisions hereof do not limit or restrict Landlord's rights or remedies under
this Lease in the event of any holding over by Tenant.

ARTICLE 3.   COMPLETION AND OCCUPANCY OF THE PREMISES

      3.01    Tenant's Leasehold Improvements.

           (a)   Condition of the Premises and the Building. Landlord will "substantially
complete" (as defined below) construction of leasehold improvements to prepare the
Premises for Tenant's initial occupancy using "building standard" finishes and materials
(the "Leasehold Improvements") subject to the terms and conditions of this Article 3.
Tenant has submitted to Landlord and Landlord has approved Tenant's space plans for
the Leasehold Improvements (the "Tenant's Plans"), a copy of which is attached hereto
as Exhibit C-1. Construction of the Leasehold Improvements (inclusive of the cost of all
architectural, engineering and space planning services and related plans, drawings and
permits) shall be at Tenant's sole cost and expense, subject to Landlord's obligation to
pay the "Tenant Allowance " (as defined in subsection (c) below). The Leasehold
Improvements shall be of the same or better quality as Landlord's tenant improvement
standards (the "Tenant Standards") for the Building, a copy of which is attached hereto
as Exhibit C-2.

           (b)   Preparation of Tenant's Plans . Landlord shall enter into a contract with a
licensed architect reasonably satisfactory to Tenant (the  "Architect") for the Leasehold
Improvements; and Landlord shall enter into a construction contract with a licensed
contractor chosen by Landlord for such work ("Landlord's Contractor") . The expense
of the Architect and Landlord's Contractor shall be Tenant's responsibility and a part of
the "Work Cost" defined below. The Tenant's proposed Leasehold Improvements shall
comply with the requirements of all federal, state and local codes and ordinances and
the rules, regulations and requirements of any governmental authority having jurisdiction
over the Initial Leasehold Improvements and the Building (the "Governmental
Requirements"). Following execution of this Lease, Landlord shall have the Architect
prepare detailed architectural, electrical and mechanical plans, drawings and
specifications (the "Final Plans") for the Leasehold Improvements consistent with
Tenant's Plans and the Tenant Standards. Tenant shall review the Final Plans within



Tenant's Plans and the Tenant Standards. Tenant shall review the Final Plans within
two (2) business days following submission by Landlord and notify Landlord in writing
within such 2-day period of Tenant's approval or disapproval. If Tenant disapproves any
portion of such Final Plans, such disapproval notice shall state the reasons therefor in
reasonable detail. If Tenant disapproves any portion of such Final Plans, Landlord shall
revise such Final Plans to incorporate Tenant's comments and required revisions and
resubmit the same to Tenant, and Tenant shall review such revised Final Plans within
three (3) business days following submission thereof by Landlord and conclude the
approval of the Final Plans in writing within such 3-day period. Tenant acknowledges
that Landlord's Contractor cannot commence construction of the Leasehold
Improvements until Tenant has finally approved the Final Plans (as the same may have
been revised in response to Tenant's review). The date such Final Plans are approved
by Tenant is the " Final Plan Approval Date" and such approved Final Plans are the
"Approved Plans". Tenant agrees that any review or approval by Landlord of any plans
and/or specifications with respect to Leasehold Improvements and any Alterations is
solely for Landlord's benefit, and without any representation or warranty whatsoever to
Tenant with respect to the adequacy, correctness or efficiency thereof or their
compliance with Governmental Requirements. Any changes in the Approved Plans shall
require resubmission of detailed plans and drawings describing such changes to
Landlord and shall require Landlord's prior approval.

           (c)   Tenant's Construction Allowance . Tenant shall receive from Landlord an
allowance (the "Tenant Allowance ") of up to, but not exceeding, $104,000.00 (i.e.,
$13.00 per rentable square foot of the Premises leased hereby), which Tenant
Allowance shall be used solely to contribute
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toward payment of the cost of the architectural, engineering and space planning services
needed to prepare the Approved Plans, the cost of the labor and materials to construct
the Leasehold Improvements in accordance with the Approved Plans, and related permit
and license fees (the "Work Cost"). Landlord will provide Tenant with a written estimate
of the Work Cost based upon the Approved Plans (the "Work Cost Statement"). Tenant
agrees to review and approve the Work Cost Statement and the subcontractors' bids
within five (5) business days following Landlord's delivery thereof. Landlord will notify
Tenant in writing of the projected " Target Delivery Date" (as defined below) within five
(5) business days following Tenant's approval of the Work Cost Statement. If the Work
Cost Statement exceeds the maximum Tenant Allowance, Tenant agrees to pay
Landlord within ten (10) days following Landlord's delivery of its invoice for any Work
Costs incurred in an amount equal to "Tenant's Percentage" (defined below) of such
invoice (such costs, the "Excess Costs"). Tenant's Percentage, as used in this Article 3,
shall mean the fraction expressed as a percentage, the numerator of which is the cost of
the entire Work Cost in excess of the maximum Tenant Allowance, and the denominator
of which is the entire Work Cost (as the same may be amended with the consent of both
Landlord and Tenant). If the Tenant Allowance exceeds the Work Cost, Tenant shall not
be entitled to any payment, rent reduction or other credit therefor.

      3.02    Commencement Date.

            (a)   Landlord, on behalf of Tenant, shall cause the Leasehold Improvements to be
substantially completed in accordance with the Approved Plans and possession of the
Premises to be delivered to Tenant on or before the date reasonably established by
Landlord and announced to Tenant in writing as provided in Section 3.01(c) above (such
date, the "Target Delivery Date" , currently estimated to be thirty (30) business days
following Final Plan Approval Date) and issuance of a building permit therefor, subject,
however, to the effect of Section 3.01(c) hereof; provided, however, that Landlord will
make every reasonable effort to assure completion of Phase I, as defined by the
approved plans, fourteen (14) days following final plan approval date. The term of this
Lease and the obligations of the parties hereto shall commence on a date (hereinafter
referred to as the "Commencement Date") which shall be the sooner of (a) the date
Tenant commences operation of its business in all or any portion of the Premises; or (b)



Tenant commences operation of its business in all or any portion of the Premises; or (b)
the date that the Leasehold Improvements have been "substantially completed".

            (b)   For purposes of this Article 3, the Leasehold Improvements shall be deemed
substantially completed when the Architect certifies to Landlord and Tenant in writing
that the Leasehold Improvements have been completed in accordance with the
Approved Plans, subject only to normal punchlist items. Landlord shall cause such
general contractor or subcontractors to complete any outstanding punchlist items
reasonably promptly following the Commencement Date.

            (c)   Notwithstanding the foregoing, if the Leasehold Improvements are not
substantially completed on or before the Target Delivery Date, then the Target Delivery
Date shall be extended by the number of days of construction delay in achieving
substantial completion resulting from any "Force Majeure Delay" or "Tenant Delay" (as
such terms are defined in Section 3.03), subject to the operation of Section 3.03.

      3.03    Delayed Delivery.

            (a)   If Landlord shall be unable to substantially complete and deliver possession
of the Premises on or before the Target Delivery Date by reason of the fact that work
required to be done by Landlord hereunder has not been substantially completed by that
date, Landlord shall not be subject to any penalty, claim or liability nor shall the validity
of this Lease or the obligations of Tenant hereunder be
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in any way affected except as provided in this Section below, and in no event to the
extent such delay results from any of the following reasons:

       (i)   any events or causes beyond the control of Landlord or its general
contractor or subcontractors (a "Force Majeure Delay"), or

       (ii)   delay (a "Tenant Delay") resulting from: (A) Tenant's failure to comply with
any of the delivery dates or approval dates contained in this Article 3 relative to the
design, planning, selection of finishes and pricing for the Leasehold Improvements,
(B) Tenant's failure to approve the Final Plans on or before the Final Plan Approval
Date, (C) Tenant's failure to provide response to requests for information,
approvals or disapprovals regarding Leasehold Improvements within the time
periods established in this Article 3 (or if not so stated, then within two (2) business
days after request by Landlord or its contractors), (D) Tenant's requests for
changes in the Tenant Plans or the Approved Plans, or for the inclusion of
materials or installations in the construction of the Leasehold Improvements other
than building standard items or items with delivery requirements that may have the
effect of delaying the substantial completion of the Leasehold Improvements
beyond the Target Delivery Date (" Specialty Work"), (E) Tenant's failure to
execute a written work order for any requested Specialty Work and a written
agreement to pay for such work at Landlord's quoted prices within two (2) business
days following delivery thereof to Tenant with respect to any labor or installations
not identified on the Approved Plans that are requested by Tenant and approved
by Landlord, (F) any acts, omissions, defaults or misconduct of Tenant (or its
agents, employees, design professionals, contractors, licensees or invitees) with
respect to the construction of the Leasehold Improvements, or (G) Tenant's failure
to pay when due any sums payable to Landlord in respect of the Leasehold
Improvements, Specialty Work or for any increased cost or expense caused by any
change orders initiated by Tenant or additional work requested by Tenant within
five (5) days following Landlord's delivery of its invoice therefor.

            (b)   If Landlord is unable to substantially complete the Leasehold Improvements
and deliver possession of the Premises to Tenant on or before the Target Delivery Date
as a result of any Tenant Delay, Tenant shall be financially responsible for " Rent", as
defined in Section 4.02, (pro-rated on a per diem basis) for the number of days of Tenant
Delay experienced by Landlord in order to substantially complete and deliver the
Premises by the Target Delivery Date and such sum shall be due and payable by



Premises by the Target Delivery Date and such sum shall be due and payable by
Tenant upon written demand by Landlord.

            (c)   If Landlord is unable to substantially complete the Leasehold Improvements
and deliver possession of the Premises to Tenant within three (3) months following the
Target Delivery Date as a result of delays resulting from causes within Landlord's
control, Tenant shall receive a per diem credit of Annual Base Rent for each day that the
Commencement Date is delayed beyond the such three (3) month period solely as a
result of such Landlord's delay.

      3.04    Tenant's Communications Systems. Tenant, at its sole expense, shall
design, install, construct and maintain Tenant's data, telephone, internet and video
systems ("Tenant's Communications Systems") within the Premises and the related
wiring within the Building necessary for the operation thereof. Tenant's Communications
Systems shall not be included in the Leasehold Improvements. Landlord will permit
Tenant and its agents, architects, engineers, space planners, contractors,
subcontractors, suppliers and materialmen ("Tenant's Agents and Consultants ") to
have access to the Premises and the Building (at the sole risk of such parties and
without liability to Landlord) for such purposes subject to the terms and conditions of this
Lease. The design, plans and specifications for the wiring, cabling and equipment for
Tenant's Communication System, and its locations and connections
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from within the Premises to the Building risers, conduits and systems shall be subject to
Landlord's prior review and approval. Tenant shall provide Landlord with reasonable
prior written notice of any construction work that involves any Building systems, and all
such work shall be coordinated with Landlord and subject to Landlord supervision.

      3.05    Confirmatory Amendments. When the Commencement Date and Expiration
Date hereof have been determined in accordance with the provisions set forth in this
Lease, the parties hereto shall execute a document in recordable form, setting forth said
dates and said document shall be deemed a supplement to and part of this Lease. The
parties hereto agree to execute such confirmatory document not later than fifteen (15)
days following the Commencement Date.

ARTICLE 4.  RENT AND SECURITY

      4.01    Annual Base Rent.

            (a)   Beginning with the Commencement Date and continuing throughout the
Term, Tenant shall pay to or upon the order of Landlord an annual rental (the " Annual
Base Rent") as set forth below which shall be payable in consecutive monthly
installments on or before the first day of each calendar month in advance in the monthly
amount set forth below:

Period Annual Base Rent
Annual Base Rent per
Rentable Square Foot Monthly Base Rent

Lease Years 1-2 $200,000.00 $25.00 $16,666.67

            (b)   All payments of rent shall be made without demand, deduction, counterclaim,
set-off, discount or abatement in lawful money of the United States of America. If the
Commencement Date should occur on a day other than the first day of a calendar month,
or the Expiration Date should occur on a day other than the last day of a calendar month,
then the monthly installment of Annual Base Rent for such fractional month shall be
prorated upon a daily basis based upon a thirty (30) day month.

      4.02    Additional Rent. Tenant shall pay to Landlord all charges and other amounts
required under this Lease and the same shall constitute additional rent hereunder
(herein called "Additional Rent"), including, without limitation, any sums due resulting
from the provisions of Article 5 hereof. All such amounts and charges shall be payable to
Landlord at the place where the Annual Base Rent is payable. Landlord shall have the
same remedies for a default in the payment of Additional Rent as for a default in the



same remedies for a default in the payment of Additional Rent as for a default in the
payment of Annual Base Rent. The term "Rent" as used in this Lease shall mean the
Annual Base Rent and the Additional Rent.

      4.03    Place of Payment. The Annual Base Rent and all other sums payable to
Landlord under this Lease shall be paid to Landlord at c/o Davis Management Corp.,
200 Connecticut Avenue, Norwalk, Connecticut 06854, or at such other place as
Landlord shall designate in writing to Tenant from time to time.

      4.04    Terms of Payment. Tenant shall pay to Landlord all Annual Base Rent as
provided in Section 4.01 above and Tenant shall pay all Additional Rent payable under
Articles 5 and 6 on the terms provided therein. Except as provided in the immediately
preceding sentence and as may otherwise be expressly provided by the terms of this
Lease, Tenant shall pay to Landlord, within twenty-five (25) days after delivery by
Landlord to Tenant of bills or statements therefor: (a) sums equal to all expenditures
made and monetary obligations incurred by Landlord in accordance with the terms of
this Lease for
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Tenant's account including, without limitation, expenditures made and obligations
incurred in connection with the remedying by Landlord any of Tenant's defaults pursuant
to the provisions of this Lease; (b) sums equal to all expenditures made and monetary
obligations incurred by Landlord, including, without limitation, expenditures and
obligations incurred for reasonable counsel fees, in collecting or attempting to collect the
Rent or any other sum of money accruing under this Lease or in enforcing or attempting
to enforce any rights of Landlord under this Lease or pursuant to law; and (c) all other
sums of money accruing from Tenant to Landlord in accordance with the terms of this
Lease.

      4.05    Late Charges. If Tenant shall fail to pay any Rent within five (5) business
days after the date same is due and payable or if any check received by Landlord from
Tenant shall be dishonored, Tenant agrees that Landlord's actual damages resulting
therefrom are difficult to fix or ascertain. As a result, Tenant shall pay to Landlord (a) an
administrative fee equal to five percent (5%) per month on the amount due, and (b)
interest on the amount due from its due date until paid at the lesser of 18% per annum or
the maximum legal rate that Landlord may charge Tenant; provided that, on the first (1st)
occasion only during each Lease Year, no such charges or interest shall be payable
with respect to any delinquent payment if such payment is received by Landlord within
five (5) days following written notice of such failure. Such charges shall be paid to
Landlord together with such unpaid amounts as an administrative fee to compensate
Landlord for administrative expenses and its cost of funds.

      4.06    Guaranty. The Tenant's obligations under this Lease shall be unconditionally
guaranteed by PC Connection, Inc., a DE corporation ("Guarantor" ). Simultaneously
with the Tenant's execution and delivery of this Lease, Guarantor shall execute and
deliver a guaranty agreement in form and substance satisfactory to Landlord.

ARTICLE 5.  ADDITIONAL RENT FOR ESCALATIONS IN 
REAL ESTATE TAXES AND OPERATING EXPENSES

      5.01    Definitions. Annual Base Rent does not anticipate any increase in the amount
of taxes on the Building, or in the cost of the operation and maintenance thereof. In order
that the rent payable hereunder shall reflect any such increases, Tenant agrees to pay
as Additional Rent, an amount calculated as hereinafter set forth. For purposes of this
Article 5, the following definitions shall apply:

            "Tax Year ": The fiscal year of the Town of Fairfield (July 1 - June 30) or other
applicable governmental authority for real estate tax purposes or such other twelve (12)
month period as may be duly adopted in place thereof.

            "Base Tax Year ": The Town of Fairfield's tax fiscal year of July 1, 2002 through



June 30, 2003.

            "Base Taxes": The amount of Taxes assessed and payable with respect to the
Property for each Tax Year (or portion thereof) which occurs during the Base Tax Year,
giving full effect to an revaluation.

            "Tax Increases": Attributable to a Tax Year, shall mean the excess, if any, of the
Taxes paid or incurred during such Tax Year over the Base Taxes.

            "Taxes": All taxes, assessments and charges of every kind and nature levied,
assessed or imposed at any time by any governmental authority upon or against the
Property or any improvements, fixtures and equipment (excluding motor vehicles) of
Landlord used in the operation thereof whether such taxes and assessments are general
or special, ordinary or extraordinary, foreseen or unforeseen in respect
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of each Tax Year falling wholly or partially within the Term. Taxes shall include, without
limitation, all general real property taxes and general and special assessments, charges,
fees or assessments for all governmental services or purported benefits to the Property,
service payments in lieu of taxes, all business privilege taxes, and any tax, fee or excise
on the act of entering into this Lease or any other lease of space in the Building, or on
the use or occupancy of the Building or any part thereof, or on the rent payable under
any lease or in connection with the business of renting space under any lease or in
connection with the business of renting space in the Building, that are now or hereafter
levied or assessed against Landlord by the United States of America, the State of
Connecticut, or any political subdivision, public corporation, district or other political or
public entity, including legal fees, experts' and other witnesses' fees, costs and
disbursements incurred in connection with proceedings to contest, determine or reduce
Taxes. Taxes shall also include any other tax, fee or other excise, however described,
that may be levied or assessed as a substitute for, or as an addition to, in whole or in
part, any other Taxes (including, without limitation, any municipal income tax) and any
license fees, tax measured or imposed upon rents, or other tax or charge upon
Landlord's business of leasing the Building, whether or not now customary or in the
contemplation of the parties on the date of this Lease. Taxes shall not include: (a)
franchise, transfer, gift, excise, capital stock, estate, succession and inheritance taxes,
and federal and state income taxes measured by the net income of Landlord from all
sources, unless due to a change in the method of taxation such tax is levied or assessed
against Landlord as a substitute for, or as an addition to, in whole or in part, any other
Tax that would constitute a Tax; or (b) penalties or interest for late payment of Taxes.

            "Base Expense Year": The calendar year 2003.

            "Expense Year": The first and full calendar year following the Base Expense
Year and each calendar year thereafter.

            "Base Expenses" : The Operating Expenses for the Base Expense Year
equitably adjusted to the amount such Operating Expenses would have been if ninety-
five percent (95%) of the rentable area in the Building had been occupied during the
Base Expense Year if there is less than ninety-five percent (95%) occupancy in the Base
Expense Year. Only those component expenses that are affected by variation in
occupancy levels shall be "grossed-up". For purposes of determining Tenant's Share of
Expense Increases, the Base Expenses shall be deemed to have been incurred by
Landlord during the Base Expense Year.

            "Expense Increases": Attributable to an Expense Year, shall mean the excess, if
any, of the Operating Expenses paid or incurred during such Expense Year equitably
adjusted, if less than ninety-five percent (95%) occupancy, to the amount such Operating
Expenses would have been if ninety-five percent (95%) of the rentable area in the
Building had been occupied during the Expense Year over the Base Expenses. Only
those component expenses that are affected by variation in occupancy levels shall be
"grossed-up".



"grossed-up".

            "Operating Expenses": All costs and expenses (and taxes, if any, thereon) paid
or incurred on behalf of Landlord (whether directly or through independent contractors) in
connection with the ownership, management, operation, maintenance and repair of the
Building and Common Areas (including any sales or other taxes thereon) during the
Term as a first-class office building, including, without limitation:

       (a)   supplies, materials and equipment purchased or rented, total wage and
salary costs paid to, and all contract payments made on account of, all persons to
the extent engaged in the operation, maintenance, security, cleaning and repair of
the Property at or below the level of building manager (including the amount of any
taxes, social security taxes, unemployment
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 insurance contributions, union benefits) and any on-site employees of Landlord's
property management agent.

       (b)   the building systems, including heating, ventilating, air conditioning,
plumbing, electrical, mechanical, sewer, fire detection, sprinkler, life safety and
security systems, telecommunications facilities, elevators and escalators, tenant
directories, emergency generator, and other equipment used in common by, or for
the benefit of, occupants of the Building;

       (c)   charges of contractors for services and facilities otherwise includable in
Operating Expenses, including security, trash removal, cleaning, janitorial, window
washing, snow and ice removal, exterior and interior landscaping, the maintenance
and repair of the parking facilities, roadways and light poles;

       (d)   the cost of utility services for the Property, including, without limitation,
water, sanitary sewer, electricity, gas, fuel oil, steam, chilled water; but excluding
electricity supplied to the Premises and billed to Tenant pursuant to Section 5.04
and electricity used by other tenants of the Building within their leased space and
billed directly to such tenants;

       (e)   the premiums for fire, extended coverage, loss of rents, boiler, machinery,
sprinkler, public liability, property damage, earthquake, flood, and other insurance
relative to the Property and the operation and maintenance thereof (including the
Building's fitness center and cafeteria) and unreimbursed costs incurred by
Landlord that are subject to an insurance deductible;

       (f)   the operation and maintenance of the Building's cafeteria (or other food
service facility) and fitness center, including the cost of utilities, repairs and
insurance; subject, however, to Landlord's agreement to use reasonable efforts to
operate the cafeteria on a "break even" basis such that there is no net loss or gain
to Landlord depending upon operating price levels. Tenant agrees to cooperate
with Landlord in establishing an employee subsidy program for Tenant's
employees to effect the intent of this subsection to have a "break even" cafeteria
operation at the Building;

       (g)   the cost of capital items incurred with respect to the ownership, operation,
maintenance and repair of the Property for repairs, alterations, installations,
improvements and additions amortized over the reasonable life of the capital items
as determined in the reasonable judgment of Landlord's accountant in accordance
with generally accepted accounting principles together with interest at the greater
of 12% per annum or Landlord's borrowing rate for such capital items on the
unamortized balance of the cost of the capital item and the installation thereof that
are made to the Property by Landlord in order to: (i) reduce (or avoid an increase
in) operation or maintenance expenses with respect to the Property, or (ii) comply
with laws, regulations or orders of any governmental or quasi-governmental
authority, agency or department which were enacted or became effective after the
date hereof, or (iii) comply with the requirements of Landlord's insurers;



date hereof, or (iii) comply with the requirements of Landlord's insurers;

       (h)   office costs of administration; legal and accounting fees and other
expenses of maintaining and auditing Property accounting records and preparing
Landlord's Statements; and

       (i)   fees for management services whether rendered by Landlord (or affiliate) or
a third-party property manager in an amount not to exceed the rate of five percent
(5%) of Rents charged to Building tenants;
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            Operating Expenses shall not include: (i) utility expenses that are separately
metered for any individual tenant in the Building; (ii) any expense for which Landlord is
reimbursed by a specific tenant by reason of a special agreement or requirement of the
occupancy of the Building by such tenant; (iii) expenses for services provided by
Landlord for the exclusive benefit of a given tenant or tenants for which Landlord is
directly reimbursed by such tenant or tenants; (iv) all costs, fees and disbursements
relating to activities for the solicitation, negotiation and execution of leases for space in
the Building (including but not limited to attorneys' fees therefor); (v) the costs of
alterations to, or the decorating or the redecorating of, space in the Building leased to
other tenants; (vi) except as stated in subparagraph (h) of the definition of Operating
Expenses, the costs associated with the operation of the business of the ownership or
entity which constitutes "Landlord", including costs of selling, syndicating, financing or
mortgaging any of Landlord's interest in the Property; (vii) depreciation, interest and
principal payments on mortgages and other debt costs, if any; (viii) repairs or other work
required due to fire or other casualty to the extent of insurance proceeds received by
Landlord; (ix) capital expenses for items that are not included in the definition of
"Operating Expenses"; and (x) payments to affiliates of Landlord (excluding property
management fees) but only to the extent that they exceed market charges.

            "Tenant's Share": Tenant's Share shall be a fraction, the numerator of which
shall be the rentable area of the Premises and the denominator of which shall be the
rentable area of the Building. On the Commencement Date the Tenant's Share is sixteen
and fourteen hundredths percent (16.14%). The Tenant's Share shall be recalculated
from time to time in the event that there shall be a change in the rentable area of either
the Premises or the Building.

            "Landlord's Statement" : An instrument containing a computation of any
Additional Rent due pursuant to the provisions of this Article 5.

      5.02    Payment of Taxes. Tenant shall pay, as Additional Rent, Tenant's Share of
all Taxes payable in respect of any Tax Year falling wholly or partially within the Term, to
the extent that Taxes for any such period shall exceed the Base Taxes (which payment
shall be adjusted by proration with respect to any partial Tax Year). Within thirty (30)
days after the issuance by the Town of Fairfield or other applicable governmental
authority of the bill for Taxes, Landlord shall submit to Tenant a copy of such bill,
together with Landlord's Statement and Tenant shall pay the Additional Rent set forth on
such Landlord's Statement (less the amount of estimated payments paid by Tenant on
account thereof) as set forth herein. Landlord, at its option, may require Tenant to make
monthly payments on account of Tenant's Share of Tax Increases for Tax Years
following the Base Tax Year. The monthly payments shall be one-twelfth (1/12th) of the
amount of Tenant's Share of Tax Increases and shall be payable on or before the first
day of each month during the Term, in advance, in an amount estimated by Landlord and
billed by Landlord to Tenant; provided that Landlord shall have the right initially to
determine such monthly estimates and to revise such estimates from time to time.

      5.03    Payment of Operating Expenses. Tenant shall pay to Landlord, as
Additional Rent, Tenant's Share of all Operating Expenses in respect of each Expense
Year to the extent Operating Expenses for each such Expense Year shall exceed Base
Expenses. Tenant shall pay a sum equal to one-twelfth (1/12) of the amount of Tenant's
Share of Expense Increases for each Expense Year on or before the first day of each



Share of Expense Increases for each Expense Year on or before the first day of each
month of such Expense Year, in advance, in an amount estimated by Landlord and
billed by Landlord to Tenant; provided that Landlord shall have the right initially to
determine such monthly estimates and to revise such estimates from time to time. After
the expiration of the Base Expense Year and each Expense Year, Landlord shall
prepare and furnish Tenant with Landlord's Statement showing the Base Expenses or
the Operating Expenses incurred during such Expense Year. Within thirty (30) days after
receipt of Landlord's Statement for any Expense Year setting forth Tenant's Share of any
Expense Increase attributable to such Expense Year, Tenant shall pay Tenant's Share
of such
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Expense Increase (less the amount of estimated payments paid by Tenant on account
thereof) to Landlord as Additional Rent.

      5.04    Payment of Electric Expense. Tenant shall pay for the full cost (the " Electric
Expense") of the electric energy consumed within the Premises and any special
facilities and equipment serving the Premises as reasonably determined by Landlord
from time to time based upon the survey report of a third party engineering consultant
which shall take into consideration Tenant's electricity consumption, actual hours of
operation, the equipment and machinery in the Premises and the rentable area of the
Premises and the actual rate of payment established by the utility company for such
service. The Electric Expense for Tenant's lights and general office equipment
(exclusive of any special facilities and equipment) is initially established at the rate of
$1.75 per rentable square foot of the Premises during the calendar year 2003. During the
remainder of the Term the Electric Expense shall increase based upon the increases in
rate charged by the utility company to the Landlord and, at Landlord's election, based
upon a change in Tenant's electric consumption as determined by Landlord's
independent consultant. The Electric Expense payable in respect of the Premises shall
constitute Additional Rent under this Lease (but shall not be included as an Operating
Expense), and shall be due and payable monthly in advance beginning on the
Commencement Date and continuing on the first day of each calendar month during the
Term.

      5.05    Landlord's Statements. Landlord will deliver Landlord's Statements to
Tenant during the Term. Landlord's delay or failure to render Landlord's Statement with
respect to the Base Expense Year, any Expense Year or any Tax Year beyond a date
specified herein shall not prejudice Landlord's right to render a Landlord's Statement
with respect to that or any subsequent Expense Year or subsequent Tax Year. The
obligations of Landlord and Tenant under the provisions of this Article with respect to
any Additional Rent incurred during the Term shall survive the expiration or any sooner
termination of the Term. If Landlord fails to give Tenant a statement of projected
Operating Expenses prior to the commencement of any Expense Year, Tenant shall
continue to pay Operating Expenses in accordance with the previous statement, until
Tenant receives a new statement from Landlord. During the sixty (60) day period after
receipt of any Landlord's Statement (the "Review Period"), Tenant may inspect and
audit Landlord's records relevant to the cost and expense items reflected in such
Landlord's Statement at a reasonable time mutually agreeable to Landlord and Tenant
during Landlord's usual business hours. Each Landlord's Statement shall be conclusive
and binding upon Tenant unless within sixty (60) days after receipt of such Landlord's
Statement Tenant shall notify Landlord that it disputes the correctness of Landlord's
Statement, specifying the respects in which Landlord's Statement is claimed to be
incorrect. All inspections and audits of Landlord's books and records and any arbitration
shall be subject to a confidentiality agreement reasonably acceptable to Landlord.

      5.06    Adjustments. If the actual amount of Tenant's Share of the Expense
Increases for any Expense Year or Tenant's Share of Tax Increases for any Tax Year
exceeds the estimated amount thereof paid by Tenant for such Expense Year or Tax
Year, then Tenant shall pay to Landlord the difference between the estimated amount
paid by Tenant and the actual amount of such Additional Rent payable by Tenant. This
Additional Rent payment shall be due and payable within thirty (30) days following



Additional Rent payment shall be due and payable within thirty (30) days following
delivery of Landlord's Statement. If the total amount of estimated payments made by
Tenant in respect of Tenant's Share of Expense Increases for such Expense Year or
Tenant's Share of Tax Increases for any Tax Year shall exceed the actual amount of
such Additional Rent payable by Tenant, then such excess amount shall be credited
against the monthly installments of Additional Rent due and payable from Tenant to
Landlord hereunder for such Additional Rent until such amount shall have been
refunded in full to Tenant. Any excess payments made by Tenant during the Term that
have not been so applied and are outstanding at the end of the Term shall be paid to
Tenant promptly following Landlord's final accounting for the final Expense Year and
final Tax Year, as applicable. Even though the Term has expired and
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Tenant has vacated the Premises, when final determination is made of Tenant's Share
of Expense Increases or Tax Increases for the year in which this Lease terminates,
Tenant shall immediately pay any increase due over the estimated Expense Increases
or Tax Increases paid and, conversely, any overpayment made in the event said
Expense Increases or Tax Increases decrease shall be rebated by Landlord to Tenant.

ARTICLE 6.  SERVICES AND UTILITIES

      6.01    Services. Landlord shall provide the following services to the Building and
Premises (subject to Tenant's reimbursement and payment obligations therefor in
accordance with the operation of Article 5 hereof):

            (a)   Janitor services in and about the Premises in accordance with the cleaning
specifications set forth in Exhibit D, Saturdays, Sundays and union and state and federal
government holidays (the "Holidays") excepted. Tenant shall not provide any janitor
service without Landlord's written consent. If Landlord's consent is given, such janitor
services shall be subject to Landlord's supervision and control, but shall be performed at
Tenant's sole cost and responsibility.

            (b)   Heat and air-conditioning as required to maintain comfortable temperature
(excluding specialized temperature and humidity control for computers, printers and
other equipment) daily from 8:00 a.m. to 6:00 p.m. Monday through Friday, Saturdays
from 8:00 a.m. to 12:00 noon ("Normal Business Hours"), the remainder of Saturdays,
Sundays and Holidays excepted, consistent with such service typical of comparable
buildings in Fairfield County.

            (c)   Hot and cold running water for cleaning, landscaping, grounds maintenance,
fire protection, drinking, lavatory and toilet purposes drawn through fixtures installed by
Landlord or by Tenant with Landlord's written consent. If Tenant's water use increases
beyond customary office user levels, Landlord shall have the right to install a water
meter at Tenant's expense and to charge Tenant as Additional Rent for its water
consumption in the Premises in accordance with readings from such meter.

            (d)   Electric current from providers selected by Landlord, in amounts required for
normal lighting by building standard lighting overhead fixtures and for Tenant's normal
business operations, including without limitation, personal computers, copiers,
facsimiles and other ordinary business equipment, subject, however, to Landlord's
approval of Tenant's final electrical plan for the Premises (but specifically excluding
electric current surge protection).

            (e)   Maintenance of the Common Areas so that they are clean and free from
accumulations of snow, debris, rubbish and garbage.

            (f)   Security services; access by Tenant to the Premises and use of designated
elevator service 24 hours per day, seven (7) days per week, 52 weeks per year, subject
to the operation of Landlord's computerized access system at the Building's entrances
and to Landlord's Rules and Regulations. Overtime HVAC and other services shall be
available as provided in Section 6.02 hereof.



Landlord shall have the right to select the utility providers and Tenant shall pay all actual
costs associated with obtaining the utility service as provided in Article 5 hereof.
Landlord agrees to furnish or cause to be furnished to the Premises the utilities and
services described herein, subject to the conditions and in accordance with the
standards set forth herein. Landlord's failure to furnish any of such services when such
failure is caused by accidents, the making of repairs, alterations or improvements, labor
difficulties, difficulty in obtaining adequate supply of fuel, electricity, steam, water or other
service or supplies from
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the sources from which they are usually obtained for the Building, or governmental
constraints or any other cause beyond Landlord's reasonable control, shall not result in
any liability to Landlord. Tenant shall not be entitled to any abatement or reduction of
rent by reason of such failure, no eviction of Tenant shall result from such failure and
Tenant shall not be relieved from the performance of any covenant or agreement in this
Lease. In the event of any failure, stoppage or interruption thereof, Landlord shall
diligently attempt to resume service promptly.

      6.02    Additional Services. Landlord shall impose reasonable charges and may
establish reasonable rules and regulations for the following: (a) the use of any heating,
air-conditioning, ventilation, electric current or other utility services or equipment by
Tenant after Normal Business Hours (" Overtime HVAC"); (b) the use or consumption of
any other building services, supplies or utilities after Normal Business Hours and any
unanticipated, additional costs incurred by Landlord to operate the Building after Normal
Business Hours as a result thereof; (c) additional or unusual janitorial services required
because of any non-building standard improvements in the Premises, the carelessness
of Tenant, the nature of Tenant's business (including the operation of Tenant's business
after Normal Business Hours); and (d) the removal of any refuse and rubbish from the
Premises except for discarded material placed in wastepaper baskets and left for
emptying as an incident to Landlord's normal cleaning of the Premises in accordance
with Exhibit D. The expense charged by Landlord to Tenant for any Overtime HVAC
shall be based on Landlord's actual cost for such utility services as charged to Landlord
by the utility companies providing such services. This amount shall constitute Additional
Rent and shall be payable in accordance with Section 4.04.

      6.03    Excessive Current. Tenant shall comply with the conditions of occupancy
and connected electrical load reasonably established by Landlord for the Building and
Tenant shall not use utilities or other services in excess of the services described above
in Section 6.01 or in a manner which exceeds or interferes with any Building systems or
service equipment or Landlord's ability to provide services to other tenants in the
Building. Tenant shall not, without Landlord's prior consent in each instance, connect air
conditioning equipment, computers, (excluding personal computers and printers and
office copiers and facsimile machines), major appliances (excluding coffee makers,
microwave ovens and other similar food preparation appliances) or heavy duty
equipment ("High Usage Equipment") to the Building's electrical system. Tenant
covenants that at no time shall the use of electrical energy in the Premises exceed the
capacity of the existing feeders or wiring installations then serving the Premises. Tenant
shall not, without prior consent of Landlord in each instance, make or perform, or permit
the making or performing of, any alteration to wiring installations or other electrical
facilities in or serving the Premises or any additions to the electrical fixtures, machines,
equipment or other appliances in the Premises which utilize electrical energy. Landlord
may survey Tenant's use of services from time to time. Tenant shall pay Landlord all
costs arising out of any excess use or other connection of High Usage Equipment,
including the cost of all repairs and alterations to the Building's mechanical and
electrical systems (including the installation of meters) and the cost of additional
electricity made available to Tenant, if any. Such costs shall constitute Additional Rent
and Tenant shall pay such costs pursuant to Section 4.04.

      6.04    Maintenance of Common Areas. The manner in which the Common Areas
are maintained and operated and the expenditures therefor shall be at the sole



are maintained and operated and the expenditures therefor shall be at the sole
discretion of Landlord and in accordance with the standards of comparable buildings in
Fairfield County. Landlord reserves the right from time to time to (a) make changes in the
shape, size, location and appearance of the land and improvements which constitute the
Common Areas, provided that Landlord shall not materially impair the Tenant's ability to
operate its business, except temporary impairments required by said changes; (b) make
such improvements, alterations and repairs to the Common Areas as may be required by
governmental authorities or by utility companies servicing the Building; (c) construct,
maintain and
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operate lighting and other facilities on all said areas and improvements; (d) grant
exclusive parking rights to Building tenants; and (e) to add or remove improvements and
facilities to or from the Common Areas. The use of the Common Areas shall be subject
to such reasonable regulations and changes therein as Landlord shall make from time to
time, including (but not by way of limitation) the right to close from time to time, if
necessary, all or any portion of the Common Areas to such extent as may be legally
sufficient, in the opinion of Landlord's counsel, to prevent a dedication thereof or the
accrual of rights of any person or of the public therein; provided, however, Landlord shall
do so at such times and in such manner as shall minimize any disruption to Tenant to
the extent reasonably possible.

      6.05    Access to Premises. Landlord shall have the right to enter the Premises
without abatement of Rent at all reasonable times upon reasonable prior notice to
Tenant (except in emergencies when no notice shall be required), (a) to supply any
service to be provided by Landlord to Tenant hereunder, (b) to show the Premises to
Landlord's Mortgagee and to prospective purchasers, mortgagees and tenants (but
Tenant may reasonably exclude any such persons who are employees or principals of
Tenant's business competitors from any areas of the Premises which contain
confidential information or trade secrets), (c) to inspect, alter, improve or repair the
Premises and any portion of the Building, and (d) to introduce conduits, risers, pipes and
ducts to and through the Premises, provided that in exercising any such right, the
landlord will cause all such conduits, risers, pipes and ducts to be placed above
dropped ceilings, within walls, or below floors or in closets, to the extent reasonably
practicable. In conducting any such activities, Landlord shall use reasonable efforts not
to disrupt the conduct of Tenant's business operations. For each of the purposes stated
above in this Section 6.05, Landlord shall at all times have and retain a key with which to
unlock all of the doors in, upon and about the Premises, excluding Tenant's vaults and
safes, or special security areas, and Landlord shall have the right to use any and all
means that Landlord may deem necessary or proper to open said doors in an
emergency, in order to obtain entry to any portion of the Premises.

ARTICLE 7.  CONDUCT OF BUSINESS BY TENANT

      7.01    Permitted Use. The Premises shall be used and occupied for general office
purposes only. Tenant shall not use or occupy, or permit the use or occupancy of, the
Premises or any part thereof for any use other than the sole use specifically set forth
above or in any illegal manner, or in any manner that, in Landlord's judgment, would
adversely affect or interfere with any services required to be furnished by Landlord to
Tenant or to any other tenant or occupant of the Building, or with the proper and
economical rendition of any such service, or with the use and enjoyment of any part of
the Building by any other tenant or occupant. Tenant agrees that it will not exceed the
maximum floor bearing capacity for the Premises.

      7.02    Tenant's Personal Property. Tenant shall be responsible for any ad valorem
taxes on its personal property (whether owned or leased) and on the value of its
leasehold improvements in the Premises (which are in excess of building standard
improvements), and if the taxing authorities do not separately assess Tenant's leasehold
improvements, Landlord may make a reasonable allocation of the impositions to such
improvements and charge Tenant for the same as Additional Rent.



      7.03    Compliance with Laws.

            (a)   Tenant, at Tenant's expense, shall comply promptly with the laws,
ordinances, rules, regulations and orders of all governmental authorities in effect from
time to time during the Term including, without limitation, the Americans with Disabilities
Act ("ADA"), and all applicable building, zoning, fire, health and environmental laws (the
"Applicable Laws") that shall impose any duty on Tenant with respect to the Premises
or the use, occupancy or operation thereof. Tenant will obtain and
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maintain in full force and effect any and all licenses and permits necessary for its use.
Tenant shall make any Alterations in or to the Premises in order to comply with the
foregoing, which are necessitated or occasioned, in whole or in part by the use or
occupancy or manner of use, occupancy or operation of the Premises by Tenant or any
of its officers, employees, agents, contractors, invitees, licensees or subtenants (the
"Tenant Parties").

            (b)   Landlord shall comply with all Applicable Laws in effect from time to time
during the Term that shall impose any duty on Landlord with respect to the Common
Areas of the Building, excluding any matters that are Tenant's responsibility under this
Lease or the responsibility of other tenants of the Building. The Leasehold Improvements
designed and constructed by Landlord will conform upon completion to all Applicable
Laws, including, without limitation, the requirements of Title III of the ADA.
Notwithstanding anything to the contrary contained herein, Tenant shall be responsible
for legal compliance, including the requirements of the ADA, with respect to (i) any and
all requirements on account of Tenant's use of, or operations in, the Premises, and (ii) all
Alterations designed or constructed by Tenant or its contractors or agents.

      7.04    Landlord's Rules and Regulations. Tenant shall observe and comply with
the rules and regulations attached to this Lease as Exhibit E, and all reasonable
modifications thereof and additions thereto from time to time put into effect by Landlord
(the "Rules and Regulations"). Tenant shall not use or permit the use of the Premises
in any manner that will create waste or a nuisance, or which shall tend to unreasonably
disturb other tenants of the Building.

      7.05    No Liens. Tenant shall keep the Premises and Property free from any liens or
encumbrances arising out of any work performed, material furnished or obligations
incurred by or for Tenant or any person or entity claiming through or under Tenant. Any
claim to, or lien upon, the Premises or the Building arising from any act or omission of
Tenant shall accrue only against the leasehold estate of Tenant and shall be subject
and subordinate to the paramount title and rights of Landlord in and to the Premises and
the Property. If any mechanics' or other lien shall be filed against the Premises or the
Property purporting to be for labor or material furnished or to be furnished at the request
of the Tenant, then Tenant shall at its expense cause such lien to be discharged of
record by payment, bond or otherwise, within thirty (30) days after the filing thereof.

      7.06    Hazardous Substances.

            (a)   Tenant shall not generate, store (except customary supplies maintained in
amounts and in a manner consistent with reasonable commercial office practices if
stored, used and disposed of, in accordance with all laws relating thereto), dispose of or
release, or permit the storage, use, disposal or release of, any "Hazardous
Substances" (as defined below), in, above, on or under the Premises or the Property.
Tenant shall remove, clean-up and remediate any Hazardous Substance on the
Premises in accordance with applicable law, provided that the presence of such
Hazardous Substance resulted from the action or inaction of Tenant, or any Tenant
Parties.

            (b)   As used in this Lease, the term "Hazardous Substances" shall mean any
material or substance that, whether by its nature or use, is now or hereafter defined as a



material or substance that, whether by its nature or use, is now or hereafter defined as a
hazardous waste, hazardous substance, hazardous material, hazardous chemical
substance or mixture, pollutant or contaminant under the Comprehensive Environmental
response Compensation and Liability Act, as amended (42 U.S.C. Section 9601 et seq.),
Hazardous Materials Transportation Act, as amended (49 U.S.C. Section 1801 et seq.),
the Resource Conservation and Recovery Act, as amended (42 U.S.C. Section 6901 et
seq.), Toxic Substances Contract Act, as amended (15 U.S.C. Section 2601 et seq.),
paragraph (a) of Section 22a-449 of the Connecticut General

<PAGE>  15

Statutes, as amended, or in Section 22a-115 of the Connecticut General Statutes, as
amended, or which is toxic, explosive, corrosive, flammable, infectious, radioactive,
carcinogenic, mutagenic or otherwise hazardous and which is now or hereafter
regulated under any Applicable Laws, or which is or contains petroleum, gasoline,
diesel fuel or another petroleum hydrocarbon product or material.

      7.07    Signs. Landlord will place an identification sign at the interior entrance to the
Premises which is consistent with applicable Building standards promulgated by
Landlord from time to time. Landlord shall place a listing in the directories in the Building
lobby, garage lobby and elevator lobby on the floor on which the Premises is located
identifying Tenant. Landlord agrees that Tenant shall have the right to have its name
placed on the existing exterior monument on the Property in building standard size and
materials. Tenant may not place or erect any other signs, monuments or other structures
in or on the Building or Property or which are visible from the exterior of the Premises.
Tenant shall pay for all costs to change signage as a result of a change in the name of
the business occupying the Premises.

      7.08    Right to Relocate. Landlord reserves the right to relocate the Premises. If
Landlord exercises this right, it agrees to substitute for the Premises comparable office
space subject to the following conditions: (a) Landlord shall have given Tenant written
notice (the "Relocation Notice") of the relocation identifying the location and
dimensions of the new space to be made subject to this Lease (the "Substitute
Premises") together with a plan of such Substitute Premises; (b) the Substitute
Premises shall be substantially similar in area to the Premises initially leased to Tenant
hereunder and shall be delivered with improvements of a similar standard and quantity
as exists at the Premises at the Commencement Date (together with any approved
Alterations constructed by Tenant); and (c) Landlord shall pay all of Tenant's reasonable
costs and expenses directly incurred as a result of the relocation, including moving
expenses in connection with the relocation and the cost of re-wiring and re-installing
telephone machinery and equipment, which expenses shall be subject to Landlord's
reasonable review prior to Tenant incurring any liability therefor. Tenant agrees to
cooperate with Landlord so as to facilitate the prompt completion by Landlord of its
obligations under this Section and the prompt surrender by Tenant of the Premises.
Tenant shall vacate and surrender the Premises and shall occupy the Substitute
Premises promptly (and, in any event, not later than thirty (30) days) after the work has
been substantially completed in the Substitute Premises. Landlord and Tenant agree to
execute a lease amendment within ten (10) days following delivery of the Relocation
Notice to confirm the leasing of the Substitute Premises, and any corresponding
changes relative to the Substitute Premises.

ARTICLE 8.  ALTERATIONS, IMPROVEMENTS AND SIGNAGE

      8.01    Landlord's Obligations. Landlord will maintain all structural components of
the Building, including, without limitation, the roof, foundation, exterior and load-bearing
walls (including exterior windows and doors), the structural floor slabs and all other
structural elements of the Premises, as well as the Common Areas of the Building, in
good repair, reasonable wear and use, casualty and condemnation excepted. The cost
of this maintenance and repair shall be included in Operating Expenses and shall be
subject to reimbursement under Article 5 hereof to the extent provided therein.
Maintenance and repair expenses caused by Tenant's willful misconduct or negligent
acts or omissions shall be paid directly to Landlord by Tenant in accordance with



acts or omissions shall be paid directly to Landlord by Tenant in accordance with
Section 4.04, and shall not constitute an Operating Expense.

      8.02    Tenant's Obligations. Tenant shall take good care of the Premises, and at
Tenant's cost and expense, shall make all repairs and replacements necessary to
preserve the Premises in good working order and in a clean, safe and sanitary condition,
and will suffer no waste. Tenant shall maintain, at its own expense, in good order,
condition and repair to Landlord's reasonable satisfaction, all plumbing facilities and
electrical fixtures and devices (including replacement of all lamps, starters and ballasts)
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located within the Premises. Tenant shall repair, at its cost, all deteriorations or damages
to the Property occasioned by its negligent acts or omissions or willful misconduct. If
Tenant does not make such repairs to the Building within twenty (20) days following
notice from Landlord, Landlord may, but need not, make such repairs, and Tenant shall
pay the cost thereof as provided in Section 8.07 hereof.

      8.03    Tenant's Alterations . Tenant shall not make or permit any improvements,
installations, alterations or additions ("Alterations") in or to the Premises, the Building or
the Property that involve or affect the structural portions of the Premises or the Building
or any of the Building's HVAC, mechanical, electrical, telecommunications, cabling,
plumbing or other systems or equipment (the "Building Systems") or the interior walls
or corridors within the Premises. Tenant may make Alterations to the Premises that do
not involve or affect the Building Systems, subject to Landlord's prior written consent.
Landlord's prior written consent shall not be required for minor decorations in the
Premises for which Tenant provides advance notice to Landlord and which do not
exceed $10,000.00 in the aggregate on an annual basis. All Alterations permitted by
Landlord and made by or on behalf of Tenant shall be made and performed: (i) by
contractors or mechanics approved by Landlord, who shall carry liability insurance of a
type and in such amounts as Landlord shall reasonably require, naming Landlord and
Tenant as additional insureds, (ii) in a good and workmanlike manner, (iii) so that same
shall be at least equal in quality, value, and utility to the original work or installation and
shall be in conformity with Landlord's building standard specifications as set forth in
Exhibit C-2 attached hereto and as the same may be amended by Landlord and in effect
at such time, (iv) in accordance with all applicable Laws, and (v) pursuant to plans,
drawings and specifications ("Tenant's Plans") which have been reviewed and
approved by Landlord prior to the commencement of the repairs or replacements and
approved by, and filed with, all applicable governmental authorities (the "Construction
Standards").

      8.04    Tenant's Property. All trade fixtures, furnishings, equipment and personal
property placed in the Premises by Tenant that are removable without damage to the
Building or the Premises (the "Tenant's Property") shall be removed by Tenant at the
Expiration of the Term. Tenant shall, at its cost and expense, repair any damage to the
Premises or the Building caused by such removal. Any of Tenant's Property not removed
from the Premises prior to the Expiration Date shall, at Landlord's option, become the
property of Landlord. Landlord may remove such Tenant's Property, and Tenant shall
pay to Landlord, Landlord's cost of removal and of any repairs in connection therewith in
accordance with Section 4.04(b) hereof.

      8.05    Ownership and Removal. All additions, fixtures and improvements attached
to or installed in or upon the Premises by Tenant or by Landlord shall be Landlord's
property and shall remain upon the Premises at the termination of this Lease without
compensation or allowance or credit to Tenant. Landlord may require Tenant, at
Tenant's expense, to remove any of Tenant's Property or Alterations which have been
attached to or installed in the Premises (excluding the Leasehold Improvements) unless
Landlord consents to a written request from Tenant at the time of its approval of the
Tenant's plans that a building standard, non-specialty installation need not be so
removed. On or before the Expiration Date, or the sooner date of termination of this
Lease, Tenant shall pay to Landlord the cost of repairs of any damage to the Premises or
Building and losses caused by the removal of such property.



Building and losses caused by the removal of such property.

      8.06    Surrender. Upon the expiration or sooner termination of the Term, Tenant will
quietly and peacefully surrender to Landlord the Premises in as good condition as when
Tenant took possession, ordinary wear and tear and damage by fire or other casualty
excepted, and otherwise as is required in Article 8. In addition, at such time Tenant shall
remove all Hazardous Substances stored, or disposed of, or generated by Tenant in its
use or operation of the Premises and all equipment and materials contaminated or
affected by such Hazardous Substances in conformity with the Hazardous Substance
laws.

<PAGE>  17

      8.07    Tenant's Failure to Maintain. If Landlord gives Tenant written notice of the
necessity of any repairs or replacements required to be made under Section 8.02 and
Tenant fails to commence diligently to cure the same within twenty (20) days thereafter
(except that no notice will be required in case of any emergency repair or replacement
necessary to prevent substantial damage or deterioration), Landlord, at its option and in
addition to any other remedies, may proceed to make such repairs or replacements and
the expenses incurred by Landlord in connection therewith plus 10% thereof for
Landlord's supervision, shall be due and payable from Tenant in accordance with
Section 4.04 hereof, as Additional Rent; provided, that Landlord's making any such
repairs or replacements shall not be deemed a waiver of Tenant's default in failing to
make the same.

ARTICLE 9.  INSURANCE

      9.01    Tenant's Insurance. Tenant, at its own expense, shall provide and keep in
force with companies which are rated A/XV or better by A.M. Best Company and
licensed in the State of Connecticut: (a) combined single limit commercial general
liability insurance insuring against liability for bodily injury and property damage,
including contractual liability, in the amount of $3,000,000 per occurrence/$4,000,000
annual aggregate limit; (b) "Special Form" property insurance, including standard fire
and extended coverage insurance, in amounts necessary to provide replacement cost
coverage, for Tenant's Property, leasehold improvements, trade fixtures, machinery,
equipment, furniture, furnishings and any Alterations in which Tenant has an insurable
property interest, including, without limitation, vandalism and malicious mischief and
sprinkler leakage coverage, and "all risk" Builder's Risk insurance, completed value,
non-reporting form at any time that Tenant has commenced construction of any
leasehold improvements or any Alterations, and at any time any other construction
activities are underway at the Premises; (c) plate glass insurance for the Premises; (d)
Workers' Compensation Insurance in statutory limits as required by applicable law; and
(e) any other insurance reasonably required by Landlord. At Landlord's request, the
amounts and kinds of insurance coverages described herein may be reasonably
increased or expanded to reflect amounts and coverages then typically being carried for
similar business operations in institutionally owned or financed properties.

      9.02    Delivery of Policies. Each such insurance policy shall: (a) be provided in
form, substance and amounts (where not above stated) satisfactory to Landlord and to
Landlord's Mortgagee; (b) specifically include the liability assumed hereunder by Tenant
(provided that the amount of such insurance shall not be construed to limit the liability of
Tenant hereunder); (c) shall provide that it is primary insurance, and not excess over or
contributory with any other valid, existing and applicable insurance in force for or on
behalf of Landlord; and (d) provide that Landlord shall receive thirty (30) days' written
notice from the insurer prior to any cancellation or change of coverage. Tenant shall
deliver policies of such insurance or certificates thereof to Landlord on or before the
Commencement Date, and thereafter at least thirty (30) days before the expiration dates
of expiring policies. All such insurance certificates shall provide that Landlord, its
mortgagees, any ground lessors and Landlord's managing agent shall each be named
as an additional insured. In the event Tenant shall fail to procure such insurance, or to
deliver such policies or certificates, Landlord may, at its option, procure same for the
account of Tenant, and the cost thereof shall be paid to Landlord as Additional Rent



account of Tenant, and the cost thereof shall be paid to Landlord as Additional Rent
within five (5) days after delivery to Tenant of bills therefor. Tenant's compliance with the
provisions of this Article 9 shall in no way limit Tenant's liability under any of the other
provisions of this Lease.

      9.03    Increased Insurance Risk. Tenant shall not do or permit anything to be done,
or keep or permit anything to be kept in the Premises, which would: (a) be in violation of
any governmental law, regulation or requirement, (b) invalidate or be in conflict with the
provision of any fire or other insurance policies covering the Building or any property
located therein, (c) result in a refusal by fire insurance companies of good standing to
insure the Building or any such property in amounts required by
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Landlord's Mortgagee (as hereinafter defined) or reasonably satisfactory to Landlord, (d)
subject Landlord to any liability or responsibility for injury to any person or property by
reason of any business operation being conducted in the Premises, or (e) cause any
increase in the fire insurance rates applicable to the Property or property located therein
at the beginning of the Term or at any time thereafter. In the event that any use of the
Premises by Tenant increases such cost of insurance, Landlord shall give Tenant
written notice of such increase and a reasonable opportunity to cure its use to prevent
such increase; provided, however, if Tenant fails to do so, Tenant shall pay such
increased cost to Landlord in accordance with Section 4.04 hereof. Acceptance of such
payment shall not be construed as a consent by Landlord to Tenant's such use, or limit
Landlord's remedies under this Lease.

      9.04    Indemnity. Tenant shall defend with counsel approved by Landlord, indemnify
and hold harmless Landlord, all members, stockholders, officers, directors, partners,
trustees, beneficiaries and employees of Landlord, mortgagees of the Property and any
other party having an interest therein from and against any and all liabilities, losses,
damages, costs, expenses (including reasonable attorneys' fees and expenses), causes
of action, suits, claims, demands or judgments of any nature arising from or with respect
to (a) any injury to or death of any person or damage to or loss of property in, on or about
the Premises or connected with the use, condition or occupancy of any thereof, (b) any
breach or violation by Tenant of any of the terms, conditions or provisions of this Lease,
(c) any act, omission, fault, misconduct, negligence or violation of applicable laws and
regulations by Tenant or Tenant's employees, servants, agents, contractors, subtenants,
licensees, concessionaires or invitees (the "Tenant Parties"), (d) any Hazardous
Substances or other pollutants brought, generated, stored, used, installed, disposed of,
spilled, released, emitted or discharged on, in or from the Premises or the Property, or
allowed, permitted or suffered to be brought, generated, stored, used, installed, disposed
of, spilled, released, emitted or discharged thereon, therein or therefrom, by Tenant or
any Tenant Parties, in violation of Section 7.06 or otherwise, (e) any construction or
other work by Tenant on or about the Premises pursuant to Article 8 or otherwise.

      9.05    Tenant's Use and Occupancy. Tenant's use and occupancy of the Premises
and the Property and use by all Tenant Parties, and all Tenant's and said parties'
furnishings, fixtures, equipment, improvements, materials, supplies, inventory, effects
and property of every kind, nature and description which, during the continuance of this
Lease or any occupancy of the Premises by Tenant or anyone claiming under Tenant,
may be in, on or about the Premises, shall be at Tenant's and said parties' sole risk and
hazard. Landlord shall not be liable to Tenant or any other party for injury to or death of
any person or damage to or destruction of any property in, on or about the Premises, nor
for any interruption in Tenant's use of the Premises or the conduct of its business therein,
nor for any other losses, damages, costs, expenses or liabilities whatsoever, including
without limitation where caused by fire, water, explosion, collapse, the leakage or
bursting of water, steam, or other pipes, any environmental or other condition in, on, or
about the Premises, or any other event, occurrence, condition or cause. It is Tenant's
responsibility to maintain insurance against any such loss or casualty.

      9.06    Waiver of Subrogation Rights.



            (a)   Landlord and Tenant hereby agree and hereby waive any and all rights of
recovery against each other for loss or damage occurring to the Premises or the Property
or any of Landlord's or Tenant's Property contained therein regardless of the cause of
such loss or damage to the extent that the loss or damage is covered by the injured
party's insurance or the insurance the injured party is required to carry under this Lease,
whichever is greater (without regard to any deductible provision in any policy). This
waiver does not apply to claims caused by a party's willful misconduct. This waiver also
applies to each party's directors, officers, employees, shareholders, and agents.
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            (b)   Each party will assure that its insurance permits waiver of liability and
contains a waiver of subrogation. Each party shall secure an appropriate clause in, or an
endorsement to, each insurance policy obtained by or required to be obtained by
Landlord or Tenant, as the case may be, under this Lease, pursuant to which the
insurance company: (i) waives any right of subrogation against Landlord or Tenant as
the same may be applicable, or (ii) permits Landlord or Tenant, prior to any loss to agree
to waive any claim it might have against the other without invalidating the coverage
under the insurance policy. If, at any time, the insurance carrier of either party refuses to
write (and no other insurance carrier licensed in Connecticut will write) insurance
policies which consent to or permit such release of liability, then such party shall notify
the other party and upon the giving of such notice, this Section shall be void and of no
effect.

      9.07    Landlord's Insurance. Landlord shall maintain and keep in effect during the
entire Term the following insurance coverage (together with such other coverages as
Landlord may reasonably elect to carry for the benefit of the Property):

            (a)   Commercial general liability insurance with a Broad Form endorsement. The
limits of liability of such insurance shall be an amount not less than $5,000,000 per
occurrence, bodily injury including death, and $5,000,000 per occurrence, property
damage liability or $5,000,000 combined single limit for bodily injury and property
damage liability; and

            (b)   "Special Form" fire and extended coverage insurance on the Property
insuring the guaranteed replacement value thereof, excluding Tenant's Property and
Tenant's Alterations. The insurance shall include, but not be limited to, fire and extended
coverage perils and shall be placed with companies licensed to sell insurance in
Connecticut.

ARTICLE 10.  CASUALTY

      10.01    Damage or Destruction. Tenant shall give prompt notice to Landlord of any
damage by fire or other casualty (a "Casualty") to the Premises or any portion thereof.
During the thirty (30) day period following the occurrence of a Casualty (the "Notice
Period"), Landlord will notify Tenant of Landlord's estimate of the period of time required
to complete the restoration work. In the event that the Premises, or any part thereof, or
access thereto, shall be so damaged or destroyed by fire or other insured Casualty that
the Tenant shall not have reasonably convenient access to the Premises or any portion
of the Premises shall thereby be otherwise rendered unfit for use and occupancy by the
Tenant for the purposes set forth in Section 7.01, and if in the judgment of the Landlord
the damage or destruction may be repaired within 270 days with available insurance
proceeds, then the Landlord shall so notify the Tenant and shall repair such damage or
destruction as provided in Section 10.05 hereof with reasonable diligence, subject to the
limitations, if any, of applicable laws. If in the judgment of the Landlord the Premises, or
means of access thereto, cannot be repaired within 270 days after the elapse of the
Notice Period with available insurance proceeds, then either party shall have the right to
terminate the term of this Lease by giving written notice of such termination to the other
party within the period of thirty (30) to forty-five (45) days after the occurrence of the
Casualty. If the reconstruction period estimated by Landlord is more than 270 days and
neither party terminates this Lease on account thereof, the reconstruction period shall be



neither party terminates this Lease on account thereof, the reconstruction period shall be
extended to be the period so estimated by Landlord plus one (1) month; and in the event
that the completion of repairs shall be delayed by causes beyond the Landlord's control,
the time for completion shall be extended by the period of such delay.

      10.02    Abatement of Rent. Annual Base Rent and Additional Rent shall not be
abated or suspended if, following any Casualty, Tenant shall continue to have
reasonably convenient access to the Premises and the Premises are not rendered unfit
for use and occupancy. If Tenant shall not
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have reasonably convenient access to the Premises or any portion of the Premises shall
be otherwise rendered unfit for use and occupancy by the Tenant for the purposes set
forth in Section 7.01 by reason of such Casualty, then Rent shall be equitably
suspended or abated relative to the portion of the Premises that cannot be used by
Tenant for any of its business operations, effective as of the date of the Casualty until
Landlord has (a) substantially completed the repair of the Premises and the means of
access thereto, and (b) has delivered notice thereof to Tenant.

      10.03    Events of Termination. Notwithstanding the provisions of this Article 10, if,
prior to or during the Term the Building shall be so damaged by Casualty that, in
Landlord's reasonable estimate, the cost to repair the damage will be more than 25% of
the replacement value of the Building immediately prior to the occurrence of the
Casualty (whether or not the Premises shall have been damaged or rendered
untenantable), then, in any of such events, Landlord, may give to Tenant, within ninety
(90) days after such Casualty, a thirty (30) days' notice of the termination of this Lease
and, in the event such notice is given, this Lease and the term shall terminate upon the
expiration of such thirty (30) days with the same effect as if such date were the Expiration
Date. If more than 25% of the gross rentable area of the Premises shall be wholly or
substantially damaged or destroyed by Casualty at any time during the last six (6)
months of the Term, either Landlord or Tenant may terminate this Lease by delivery of
written notice of such termination to the other party within thirty (30) days after the
occurrence of such damage.

      10.04    Scope of Landlord's Repairs. In the event Landlord elects or shall be
obligated to repair or restore any damage or destruction to the Premises pursuant to this
Article 10, Landlord shall not be obligated to restore or replace Tenant's Property or
Tenant's Alterations or reconstruct the Leasehold Improvements except such building
standard Leasehold Improvements. No damages, compensation or claim shall be
payable by the Landlord to Tenant, or any other person, by reason of inconvenience,
loss of business or annoyance arising from any damage or destruction, or any repair
thereof, as is referred to in this Article 10.

ARTICLE 11.  CONDEMNATION

      11.01    Entire Condemnation. In the event that the whole of the Premises shall be
taken under the power of eminent domain or by any proceeding for taking for public or
quasi-public use (a "Condemnation"), this Lease and the term and estate hereby
granted shall automatically terminate as of the earlier of the date of the vesting of title or
the date of dispossession of Tenant as a result of such taking.

      11.02    Partial Condemnation.

            (a)   In the event that only a part of the Premises shall be taken by Condemnation
and the remaining Premises are suitable for general office use without material
interference with Tenant's business operations and Tenant shall have reasonable,
convenient access to and from the Premises, the Term shall expire as to that portion of
the Premises condemned effective as of the date of the vesting of title in the condemning
authority, and this Lease shall continue in full force and effect as to the part of the
Premises not so taken. In the event of a partial Condemnation of the Premises which
results in a lack of reasonable, convenient access to and from the Premises or which
results in insufficient space for Tenant to carry on its business without material



results in insufficient space for Tenant to carry on its business without material
interference with its business, Tenant shall have the right to terminate this Lease if
Landlord cannot relocate Tenant to comparable space elsewhere in the Building
following the effective date of the Condemnation.

            (b)   In the event that a part of the Property shall be subject to Condemnation
(whether or not the Premises are affected), Landlord may, at its option, terminate this
Lease as of the date of such
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vesting of title, by notifying Tenant in writing of such termination within ninety (90) days
following the date on which Landlord shall have received notice of the vesting of title in
the condemning authority if in Landlord's reasonable opinion: (i) a substantial alteration
or reconstruction of the Property (or any portion thereof) shall be necessary or
appropriate, or (ii) the portion of the Property so condemned has the effect of rendering
the remainder of the Property uneconomic to maintain.

            (c)   In the event that this Lease is not terminated in accordance with subsection
(a) or (b) hereof, Landlord shall, upon receipt of the award in condemnation, make all
necessary repairs or alterations to the Building in which the Premises are located so as
to constitute the remaining Premises a complete architectural unit to the extent feasible
and permitted by applicable law, but Landlord shall not be required to spend for such
work an amount in excess of the amount received by Landlord as damages for the part of
the Premises so taken. "Amount received by Landlord" shall mean that part of the award
in condemnation which is free and clear to Landlord of any collection by mortgagees and
after payment of all costs involved in collection, including but not limited to attorney's
fees. Tenant, at is own cost and expense shall, restore all exterior signs, trade fixtures,
equipment, furniture, furnishings and other installations of personalty of Tenant which
are not taken to as near its former condition as the circumstances will permit. In the event
of a partial taking, all provisions of this Lease shall remain in full force and effect.

      11.03    Condemnation Awards. Except as provided in the preceding Section 11.03,
Landlord shall be entitled to the entire award in any condemnation proceeding or other
proceeding for taking for public or quasi-public use, including, without limitation, any
award made for the value of the leasehold estate created by this Lease. No award for
any partial or entire taking shall be apportioned, and Tenant hereby assigns to Landlord
any award that may be made in such condemnation or other taking, together with any
and all rights of Tenant now or hereafter arising in or to same or any part thereof;
provided, however, that nothing contained herein shall be deemed to give Landlord any
interest in or to require Tenant to assign to Landlord any award made to Tenant
specifically for its relocation expenses or the taking of Tenant's Property provided that
such award does not diminish or reduce the amount of the award payable to Landlord.

      11.04    Proration. In the event of a partial condemnation or other taking that does not
result in a termination of this Lease as to the entire Premises, then the Annual Base Rent
and Tenant's Share shall be adjusted in proportion to that portion of the Premises taken
by such condemnation or other taking and Tenant's Share.

ARTICLE 12.  ASSIGNMENT AND SUBLETTING

      12.01    Assignment and Subletting. Tenant shall not, without the prior written
consent of the Landlord, which consent shall not be unreasonably withheld, assign,
mortgage, encumber or otherwise transfer this Lease or any interest herein directly or
indirectly, by operation of law or otherwise, or sublet the Premises or any part thereof, or
permit the use or occupancy of the Premises by any party other than Tenant (any such
action, a "Transfer"). If at any time or from time to time during the Term, when no Event
of Default has occurred and is continuing, Tenant desires to effect a Transfer, Tenant
shall deliver to Landlord written notice ("Transfer Notice") setting forth the terms of the
proposed Transfer and the identity of the proposed assignee, sublessee or other
transferee (each a "Transferee"). Tenant shall also deliver to Landlord with the Transfer
Notice an acceptable assumption agreement for Tenant's obligations under this Lease



Notice an acceptable assumption agreement for Tenant's obligations under this Lease
(in the case where the Transfer is a proposed assignment of this Lease) together with all
relevant information requested by Landlord concerning the proposed Transferee to
assist Landlord in making an informed judgment regarding the financial responsibility,
creditworthiness, reputation, and business experience of the Transferee. The provisions
of this Section 12.01 shall apply to a Transfer (by
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one or more Transfers) of a controlling portion of or interest in the stock or partnership or
membership interests or other evidences of equity interests of Tenant as if such Transfer
were an assignment of this Lease; provided that if equity interests in Tenant at any time
are or become traded on a public stock exchange, the transfer of equity interests in
Tenant on a public stock exchange shall not be deemed an assignment within the
meaning of this Section.

      12.02    Landlord's Options. Landlord shall have the option, exercisable by written
notice delivered to Tenant within thirty (30) days after Landlord's receipt of a Transfer
Notice accompanied by the other information described in Section 12.01, to: (a) permit
Tenant to Transfer the Premises; or (b) disapprove the Tenant's Transfer of the Premises
and to continue the Lease in full force and effect as to the entire Premises; or (c)
terminate the Lease as to the portion of the Premises affected by the Transfer as of the
date set forth in Landlord's notice of exercise of such option, which date shall not be less
than thirty (30) days nor more than ninety (90) days following the giving of such notice. If
Landlord approves of the proposed Transfer pursuant to Section 12.01 above, Tenant
may enter into the proposed Transfer with such proposed Transferee subject to the
following conditions: (i) the Transfer shall be on the same terms set forth in the Transfer
Notice , and (ii) no Transfer shall be valid and no Transferee shall take possession of the
Premises until an executed counterpart of the assignment, sublease or other instrument
effecting the Transfer (in the form approved by Landlord) has been delivered to Landlord
pursuant to which the Transferee shall expressly assume all of Tenant's obligations
under this Lease; and (iii) Tenant shall provide Landlord with a written ratification
agreement from each guarantor of this Lease in form and substance satisfactory to
Landlord.

      If Landlord exercises its option to terminate this Lease (or in the case of a partial
sublet to release Tenant with respect to a portion of the Premises), Tenant shall
surrender possession of such Premises on the date set forth in Landlord's notice, and
thereafter neither Landlord nor Tenant shall have any further liability with respect thereto.
If this Lease shall be terminated as to a portion of the Premises only, Rent and Tenant's
parking allocation shall be readjusted proportionately according to the ratio that the
number of square feet and the portion of the space surrendered compares to the floor
area of Tenant's Premises during the Term of the proposed sublet.

      12.03    Additional Conditions. Tenant shall not offer to make, or enter into
negotiations with respect to any Transfer to: (a) any tenant of the Building or any entity
owned by, or under the common control of, whether directly or indirectly, a tenant in the
Building unless there is no competing space then available for leases therein; or (b) any
bona fide prospective tenant with whom Landlord is then negotiating with respect to
other space in the Building; or (c) any party which would be of such type, character, or
condition as to be inappropriate as a tenant for the Building. It shall not be unreasonable
for Landlord to disapprove any proposed assignment, sublet or transfer to any of the
foregoing entities. Tenant agrees not to list or advertise the Premises for assignment or
sublease, whether through a broker, agent or representative, or otherwise at a full
service rental rate which is less than Landlord's current rate in the Building for new
tenants. Landlord shall not be deemed to unreasonably withhold its consent to any
proposed assignment or sublease if such Transfer, in Landlord's reasonable
determination, is at a full-service rate which is less than Landlord's current rate in the
Building for new tenants, and would compete with similar space either being offered or
anticipated to be offered by Landlord in the Building.

      12.04    No Release. Landlord's consent to a Transfer shall not release Tenant of



      12.04    No Release. Landlord's consent to a Transfer shall not release Tenant of
Tenant's obligations under this Lease and this Lease and all of the obligations of Tenant
under this Lease shall continue in full force and effect as the obligations of a principal
(and not as the obligations of a guarantor or surety). From and after any Transfer, the
Lease obligations of the Transferee and of the original Tenant named in this Lease shall
be joint and several. No acceptance of Rent by Landlord from or recognition in any way
of the occupancy of the Premises by a Transferee shall be deemed a consent to
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such Transfer, or a release of Tenant from direct and primary liability for the further
performance of Tenant's covenants hereunder. The consent by Landlord to a particular
Transfer shall not relieve Tenant from the requirement of obtaining the consent of
Landlord to any further Transfer. Each violation of any of the covenants, agreements,
terms or conditions of this Lease, whether by act or omission, by any of Tenant's
permitted Transferees, shall constitute a violation thereof by Tenant. In the event of
default by any Transferee of Tenant or any successor of Tenant in the performance of
any of the terms hereof, Landlord may proceed directly against Tenant without the
necessity of exhausting remedies against such Transferee or successor.

      12.05    Transfer Profit. Tenant shall pay to Landlord, as Additional Rent, an amount
(the "Transfer Profit") equal to 50% of all rent and other economic consideration
received by Tenant as a result of any Transfer which exceeds, in the aggregate: (a) the
total of the remaining rent which Tenant is obligated to pay Landlord under this Lease
(prorated to reflect obligations allocable to any portion of the Premises subleased) plus
(b) any reasonable tenant fit-up costs, brokerage commissions and attorneys' fees
actually paid by Tenant in connection with such Transfer amortized on a straight-line
basis over the term of the Transfer (specifically excluding moving or relocation costs
paid to the Transferee). Tenant shall pay such Transfer Profit to Landlord on a monthly
basis within ten (10) days after receipt thereof, without affecting or reducing any other
obligations of Tenant hereunder. Each such payment shall be sent with a detailed
statement. Landlord shall have the right to audit Tenant's books and records to verify the
accuracy of the detailed statement.

ARTICLE 13.  DEFAULTS AND REMEDIES

      13.01    Events of Default. The occurrence of any one or more of the following
events shall constitute an event of default (each an "Event of Default") hereunder:

            (a)   Nonpayment of Annual Base Rent or Additional Rent . Failure by Tenant
to pay any installment of Annual Base Rent, Additional Rent or any other amount,
deposit, reimbursement or sum due and payable hereunder, upon the date when said
payment is due; provided, however, on the first (1st) occasion only during any Lease
Year with respect to Annual Base Rent, Landlord shall furnish Tenant with written notice
of such failure and permit Tenant a 5-day period to cure such failure.

            (b)   Certain Obligations. Failure by Tenant to perform, observe or comply with
any non-monetary obligation contained in Sections 4.06 ("Security Deposit"), 7.05 ("No
Liens") and Article 12 ("Assignment and Subletting") of this Lease.

            (c)   Other Obligations. Failure by Tenant to perform any non-monetary
obligation, agreement or covenant under this Lease other than those matters specified in
subparagraph (a) or (b) of this Section 13.01, such failure continuing for thirty (30) days
after written notice by Landlord to Tenant of such failure; provided, however, that if the
nature of Tenant's obligation is such that more than thirty (30) days are required for
performance, then Tenant shall not be in default if Tenant commences performance
within such thirty (30) day period and thereafter diligently and continuously prosecutes
the same to completion within sixty (60) days following the date of Landlord's written
notice with respect to such failure.

            (d)   Assignment; Receivership; Attachment. (i) The making by Tenant of any
arrangement or assignment for the benefit of creditors; (ii) the appointment of a trustee or
receiver to take possession of substantially all of Tenant's assets located at the



receiver to take possession of substantially all of Tenant's assets located at the
Premises or of Tenant's interest in this Lease, where possession is not restored to
Tenant within thirty (30) days; or (iii) the attachment,
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execution, or other judicial seizure of substantially all of Tenant's assets located at the
Premises or of Tenant's interest in this Lease, where such seizure is not discharged
within thirty (30) days.

            (e)   Bankruptcy. The admission by Tenant or Tenant's guarantor (if any) in
writing of its inability to pay its debts as they become due, the filing by Tenant or
Tenant's guarantor (if any) of a petition in bankruptcy seeking any reorganization,
arrangement, composition, readjustment, liquidation, dissolution or similar relief under
any present or future statute, law or regulation, the filing by Tenant or Tenant's guarantor
(if any) of an answer admitting or failing timely to contest a material allegation of a
petition filed against Tenant or Tenant's guarantor (if any) in any such proceeding or, if
within forty-five (45) days after the commencement of any proceeding against Tenant or
Tenant's guarantor (if any) seeking any involuntary reorganization, or arrangement,
composition, readjustment, liquidation, dissolution or similar relief under any present or
future statute, law or regulation by any of Tenant's creditors or such guarantor's creditors,
such proceeding shall not have been dismissed.

            (f)   Abandonment. Abandonment of the Premises by Tenant for a continuous
period in excess of thirty (30) business days.

      13.02    Remedies. If an Event of Default occurs, Landlord shall have the following
rights and remedies, in addition to any and all other rights or remedies available to
Landlord in law or equity:

            (a)   Landlord shall have the right to deliver written notice to Tenant to quit
possession and occupancy of the Premises and to declare the Lease terminated. Upon
Landlord's termination of this Lease, Tenant shall quit and peaceably surrender the
Premises, and all portions thereof, to Landlord, and Landlord shall have the right to
receive all rental and other income of and from the same.

            (b)   Landlord shall have the right, with or without terminating this Lease, to re-
enter the Premises and take possession thereof by summary process action and may
dispossess (by judicial process) all other persons and property from the Premises in
connection therewith. Tenant's property may be removed and stored in a public
warehouse or elsewhere at the cost of and for the account of Tenant. No re-entry or
taking possession of the Premises by Landlord pursuant to this Section 13.02(b) shall be
construed as an election to terminate this Lease unless a written notice of such intention
is given to Tenant or unless the termination thereof is decreed by a court of competent
jurisdiction. Tenant thereby waives all statutory rights, including without limitation the
right to a notice to quit, notice before exercise of any prejudgment remedy, and any rights
of redemption, all to the extent such rights may be lawfully waived.

            (c)   Tenant shall indemnify Landlord against all loss of Rent and other payments
that Landlord may incur by reason of termination of the Lease, including, without
limitation: (i) all Rent and other sums due and payable by Tenant as of the date of
termination; (ii) all Rent that would otherwise be payable for the remainder of the Term in
accordance with the terms of this Lease; (iii) all of Landlord's then unamortized costs of
special inducements provided to Tenant (including without limitation rent concessions,
tenant construction allowances, rent waivers, above building standard leasehold
improvements, and the like); (iv) the costs of collecting amounts due from Tenant under
the Lease and the costs of recovering possession of the Premises (including attorneys
fees and litigation costs); (v) the costs of curing Tenant's defaults existing at or prior to
the date of termination; (vi) all "Reletting Expenses" (as defined below); and (vii) all
Landlord's other reasonable expenditures arising from the termination. Tenant shall
reimburse Landlord for all such items, and the same shall be due and payable
immediately from time to time upon notice from Landlord that an expense has been



immediately from time to time upon notice from Landlord that an expense has been
incurred, without regard to whether the expense was incurred before or after the
termination.
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            (d)   Following termination of this Lease, Landlord, at its election, may demand to
be indemnified for its loss of Rent (with respect to the period following such termination)
by a lump sum payment representing the then present value of the amount of Rent that
would have been paid in accordance with this Lease for the remainder of the Term
minus the then present value of the aggregate fair market rent and additional charges
payable for the Premises for the remainder of the Term (if less than the Rent payable
hereunder) estimated as of the date of termination, and taking into account Landlord's
reasonable projections of vacancy and time required to re-lease the Premises. Landlord
shall be entitled to recover from Tenant, and Tenant shall pay to Landlord, on demand,
such amount as final damages for Tenant's default with respect to the Rents payable for
the remainder of the Term as described above. In the computation of present value, the
Federal Reserve discount rate (or equivalent) shall be employed.

            (e)   For purposes of this Section 13.02, "Reletting Alterations" shall mean all
repairs, changes, improvements, alterations or additions made by Landlord in or to the
Premises to the extent deemed reasonably necessary by Landlord to prepare the
Premises for the re-leasing following an Event of Default; and "Reletting Expenses"
shall mean the reasonable expenses paid or incurred by Landlord in connection with
any re-leasing of the Premises following an Event of Default, including, without
limitation, marketing expenses, brokerage commissions, attorneys' fees, the costs of
Reletting Alterations, tenant allowances and other economic concessions provided to
the new tenant.

      13.03    Landlord's Right to Cure Defaults. If the Tenant shall default in the
observance or performance of any condition or covenant on Tenant's part to be observed
or performed under or by virtue of any of the provisions of this Lease, and such default
continues beyond any applicable notice and cure period or Landlord reasonably
determines that an emergency exists, the Landlord, without being under any obligation
to do so and without thereby waiving such default, may remedy such default for the
account and at the expense of the Tenant. If the Landlord makes any expenditures or
incurs any obligations for the payment of money in connection therewith, including but
not limited to reasonable attorney's fees in instituting, prosecuting or defending any
action or proceeding, such sums paid or obligation incurred and costs, shall be paid
upon demand to the Landlord by the Tenant as Additional Rent pursuant to Section 4.04
hereof and if not so paid with interest from its due date until paid at the lesser of eighteen
(18%) percent per annum or the maximum legal rate that Landlord may charge Tenant.

      13.04    Disposition of Tenant's Property. Any and all property belonging to Tenant
or to which Tenant is or may be entitled which may be removed from the Premises by
Landlord pursuant to the authority of this Lease or applicable law, may be handled,
removed or stored in a commercial warehouse or otherwise by Landlord at Tenant's risk
and expense and Landlord shall in no event be responsible for the value, preservation or
safekeeping thereof. Tenant shall pay to Landlord, upon demand, any and all expenses
incurred in such removal and all storage charges for such property so long as the same
shall be in Landlord's possession or under Landlord's control.

      13.05    Reletting. In connection with any reletting of the Premises following an Event
of Default, Landlord shall be entitled to grant such rental and economic concessions and
other incentives as may be customary for similar space in Fairfield County, Connecticut.
Landlord shall not be required to accept any tenant offered by Tenant or observe any
instruction given by Tenant about such reletting or do any act or exercise any care or
diligence with respect to such reletting or to the mitigation of damages.
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      13.06    No Accord and Satisfaction. Landlord may collect and receive any rent due
from Tenant, and the payment thereof shall not constitute a waiver of or affect any notice
or demand given, suit instituted or judgment obtained by Landlord, or be held to waive,
affect, change, modify or alter the rights or remedies that Landlord has against Tenant in
equity, at law, or by virtue of this Lease. No receipt or

acceptance by Landlord from Tenant of less than the monthly rent herein stipulated shall
be deemed to be other than a partial payment on account for any due and unpaid
stipulated rent; no endorsement or statement on any check or any letter or other writing
accompanying any check or payment of rent to Landlord shall be deemed an accord and
satisfaction, and Landlord may accept and negotiate such check or payment without
prejudice to Landlord's rights to (i) recover the remaining balance of such unpaid rent, or
(ii) pursue any other remedy provided in this Lease.

      13.07    Claims in Bankruptcy. Nothing herein shall limit or prejudice the right of
Landlord to prove and obtain in proceeding for bankruptcy, insolvency, arrangement or
reorganization by reason of the termination of this Lease, an amount equal to the
maximum allowed by any statute or rule of law in effect at the time when, and governing
the proceedings in which, the damages are to be proved, whether or not the amount is
greater, equal to or less than the amount of the loss or damage that Landlord has
suffered. Without limiting any of the provisions of this Article 13, if pursuant to the
Bankruptcy Code, as the same may be amended, Tenant is permitted to assign this
Lease in disregard of the restrictions contained in Article 12, Tenant agrees that
adequate assurance of future performance by the assignee permitted under the
Bankruptcy Code shall mean the deposit of cash security with Landlord in any amount
equal to all Rent payable under this Lease for the calendar year preceding the year in
which such assignment is intended to become effective, which deposit shall be held by
Landlord, without interest, for the balance of the term as security for the full and faithful
performance of all of the obligations under this Lease on the part of Tenant yet to be
performed. If Tenant receives or is to receive any valuable consideration for such an
assignment of this Lease, such consideration, after deducting therefrom (a) the
brokerage commissions, if any, and other expenses reasonably designated by the
assignee as paid for the purchase of Tenant's property in the Premises, shall be and
become the sole exclusive property of Landlord and shall be paid over to Landlord
directly by such assignee. In addition, adequate assurance shall mean that any such
assignee of this Lease shall have a net worth indicating said assignee's reasonable
ability to pay the Rent, and abide by the terms of this Lease for the remaining portion
thereof applying commercially reasonable standards.

      13.08    Arbitration. Any dispute arising out of or relating to Article 5 of this Lease
(with respect to the issues expressly stated therein) shall be submitted to and
determined in binding arbitration under the Commercial Arbitration Rules of the
American Arbitration Association. The arbitration shall be conducted before and by a
single arbitrator selected by the parties. If the parties have not selected an arbitrator
within 30 days of written demand for arbitration, the arbitrator shall be selected by the
American Arbitration Association pursuant to the then current rules of that Association on
application by either party. The arbitrator shall have authority to fashion such just,
equitable and legal relief as he, in his sole discretion, may determine. The parties agree
that the arbitration hearing shall be held within thirty (30) business days following
notification to the parties of the appointment of such arbitrator, and that the arbitration
proceedings shall be concluded within thirty (30) business days following the first
scheduled arbitration hearing. Each party shall bear all its own expenses of arbitration
and shall bear equally the costs and expenses of the arbitrator. All arbitration
proceedings shall be conducted in the City of Stamford, State of Connecticut. Landlord
and Tenant further agree that they will faithfully observe this agreement and rules, and
that they will abide by and perform any award rendered by the arbitrator and that a
judgment of the court having jurisdiction may be entered upon the award. The duty to
arbitrate shall survive the cancellation or termination of this Lease.

      13.09    Waivers. To the extent permitted by applicable law, Landlord and Tenant



      13.09    Waivers. To the extent permitted by applicable law, Landlord and Tenant
hereby waive trial by jury in any action, proceeding or counterclaim brought by either
against the other on any matter whatsoever arising out of or in any way connection with
this Lease, the relationship of Landlord and Tenant, or Tenant's use or occupancy of the
Demised Premises, or any emergency or other statutory remedy with respect thereto.
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ARTICLE 14.  NONDISTURBANCE AND RIGHTS OF MORTGAGE HOLDERS

      14.01    Subordination.

            (a)   This Lease and all of Tenant's rights hereunder are, and shall be, subject and
subordinate at all times to any mortgages (each, a "Mortgage") which may now exist or
hereafter affect the Property, or any portion thereof, in any amount, and to all renewals,
modifications, consolidations, replacements, and extensions of such Mortgages. This
Section shall be self-operative and no further subordination shall be required. In
confirmation of such subordination, Tenant shall promptly execute, acknowledge and
deliver any instrument that Landlord or the holder of any Mortgage or its assigns or
successors in interest (each such holder, a "Mortgagee") may reasonably request to
evidence such subordination. Landlord agrees to request its current Mortgagee to deliver
to Tenant a recordable subordination, non-disturbance and attornment agreement for
Tenant's benefit, which agreement shall be such Mortgagee's standard form agreement.
Landlord's inability to obtain such non-disturbance agreement shall not affect Tenant's
subordination agreement herein. Tenant's agreement to subordinate this Lease and its
rights hereunder as to any future Mortgages is subject to the condition that Landlord
delivers to Tenant a recordable agreement on the standard form then utilized by the
holder of any such Mortgage by which such Mortgagee shall agree (i) to recognize
Tenant's rights under this Lease, (ii) not to disturb Tenant's possession and occupancy
of the Premises, and (iii) not to join Tenant in any such action as a party defendant, so
long as Tenant is not in default in the performance or observance of any of the terms,
covenants or conditions contained in the Lease.

            (b)   In the event that any such first Mortgage is foreclosed or a conveyance in lieu
of foreclosure is made for any reason, Tenant shall, at the option of the Mortgagee or the
grantee or purchaser in foreclosure, notwithstanding any subordination of any such lien
to this Lease, attorn to and become the Tenant of the successor in interest to Landlord at
the option of such successor in interest. Tenant covenants and agrees to execute and
deliver, within ten (10) days following delivery of request by Landlord, Mortgagee, or by
Landlord's successor in interest and in the form requested by Landlord, Mortgagee, or by
Landlord's successor in interest, any additional documents evidencing the priority or
subordination of this Lease with respect to the lien of any such first Mortgage, which
additional documents shall be satisfactory to Landlord, Mortgagee, and Landlord's
successors in interest.

      14.02    Limitation of Mortgagees' Liability. Notwithstanding any other provision of
this Lease to the contrary, no holder of any such Mortgage shall be obligated to perform
or liable in damages for failure to perform any of Landlord's obligations under this Lease
unless and until such holder shall foreclose such mortgage or otherwise acquire title to
the Property, and then shall only be liable for Landlord's obligations arising or accruing
after such foreclosure or acquisition of title. No such holder shall ever be obligated to
perform or liable in damages for any of Landlord's obligations arising or accruing before
such foreclosure or acquisition of title. Such holder's obligations and liabilities shall in
any event be subject to, and holder shall have the benefit of, Section 16.15 hereof.
Tenant shall never pay the Base Rent, Additional Rent or any other charge more than
ten (10) days prior to the due date thereof, and any payments made by Tenant in
violation of this provision shall be a nullity as to such holder, and Tenant shall remain
liable to such holder therefor. Tenant agrees on request of Landlord to execute and
deliver from time to time any agreement which may be necessary to implement the
provisions of this Section 14.02.

      14.03    Estoppel Certificates. Tenant shall at any time, and from time to time, upon



      14.03    Estoppel Certificates. Tenant shall at any time, and from time to time, upon
not less than five (5) days prior written notice from Landlord execute, acknowledge and
deliver to Landlord, to any prospective purchaser, or Mortgagee, a written certificate of
Tenant in such form as may be required by Landlord or such other person with respect to
such factual matters concerning this Lease as may be
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required by such persons requesting the same. It is intended that any such certificate of
Tenant delivered pursuant to this Section 14.03 may be relied upon by Landlord and any
prospective purchaser or the Mortgagee of any part of the Building.

      14.04    Quiet Enjoyment. Upon Tenant paying the Annual Base Rent and
Additional Rent and performing all of Tenant's obligations under this Lease, Tenant may
peacefully and quietly enjoy the Premises during the Term as against all persons or
entities lawfully claiming by or through Landlord; subject, however, to the provisions of
this Lease and to the rights of Landlord's Mortgagee.

ARTICLE 15.  NOTICES

      15.01    Manner of Notice.

            (a)   All notices, demands and other communications ("notices") permitted or
required to be given under this Lease shall be in writing and sent by personal service,
telecopy transmission (if a copy thereof is also sent on the same day by a nationally
recognized overnight courier service), certified mail (postage prepaid) return receipt
requested or by a nationally recognized overnight courier service to the following
addresses or to such other address as either Landlord or Tenant may designate as its
new address for such purpose by notice given to the other in accordance with the
provisions of this Section 16.01:

 If to Tenant: Merrimack Services Corporation
730 Milford Road
Merrimack, NH 03054

 With a copy to: Legal Counsel
PC Connection, Inc.
730 Milford Road
Merrimack, NH 03054

 If to Landlord: Fairhaven Investors Limited Partnership
c/o Berwind Property Group, Inc.
770 Township Line Road, Suite 150
Yardley, PA 19067

 With copies to: Davis Management Corp.
200 Connecticut Avenue
Norwalk, CT 06854
Attention : David P. Fiore

            (b)   Notices shall be deemed to have been given (i) when hand delivered
(provided that delivery shall be evidenced by a receipt executed by or on behalf of the
addressee if delivered by personal service) if personal service is used, (ii) on the date of
transmission if sent before 4:00 p.m. (Hartford time) on a business day when telecopy
transmission is used, (iii) the sooner of the date of receipt or the date that is three (3)
days after the date of mailing thereof if sent by postage pre-paid registered or certified
mail, return receipt requested, and (iv) one (1) day after being sent by Federal Express or
other reputable overnight courier service (with delivery evidenced by written receipt) if
overnight courier service is used.
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ARTICLE 16.  MISCELLANEOUS



ARTICLE 16.  MISCELLANEOUS

      16.01    Brokers. Landlord and Tenant warrant to each other that they have had no
dealings with any broker, agent or finder in connection with this Lease except
Goodfellow Ashmore and CB Richard Ellis (the "Brokers"). Landlord agrees to pay the
commissions due to such brokerage companies pursuant to separate agreements. Both
parties hereto agree to protect, indemnify and hold harmless the other from and against
any and all expenses with respect to any compensation, commissions and charges
claimed by any other broker, agent or finder not identified above with respect to this
Lease or the negotiation thereof that is made by reason of any action or agreement by
such party.

      16.02    Building Name. The Building and the Property may be known by such name
as Landlord, in its sole discretion, may elect, and Landlord shall have the right from time
to time to change such designation or name without Tenant's consent upon prior written
notice to Tenant.

      16.03    Authority. If Tenant signs as a corporation, limited liability company, or a
partnership, or other business entity each person executing this Lease on behalf of
Tenant hereby covenants and warrants that Tenant is a duly authorized and existing
entity, that Tenant is duly qualified to do business in Connecticut, that Tenant has full
right and authority to enter into this Lease, and that each person signing on behalf of
Tenant is duly authorized to do so and that no other signatures are necessary. Upon
Landlord's request, Tenant shall provide Landlord with evidence reasonably satisfactory
to Landlord confirming the foregoing covenants and warranties.

      16.04    Interpretation. The words "Landlord" and "Tenant" as used herein shall
include the plural as well as the singular. The words used in neuter gender include the
masculine and feminine. If there is more than one Tenant, the obligations under this
Lease imposed on Tenant shall be joint and several. The captions preceding the articles
of this Lease have been inserted solely as a matter of convenience and such captions in
no way define or limit the scope or intent of any provision of this Lease. This Lease may
be executed in several counterparts and by each party on a separate counterpart, each
of which, when so executed and delivered, shall be an original and all of which together
shall constitute one instrument.

      16.05    Modifications. Neither this Lease nor any term or provision hereof may be
changed, waived, discharged or terminated orally, and no breach thereof shall be
waived, altered or modified, except by a written instrument signed by the party against
which the enforcement of the change, waiver, discharge or termination is sought. Any
right to change, waive, discharge, alter or modify, or terminate this Lease shall be
subject to the prior express written consent of Landlord's Mortgagee.

      16.06    Severability. If any provision of this Lease or the application thereof to any
person or circumstance shall, to any extent, be invalid or unenforceable, the remainder
of this Lease, or the application of such provision to persons or circumstances other than
those as to which it is invalid or unenforceable, shall not be affected thereby, and each
provision of this Lease shall be valid and enforceable to the full extent permitted by law.
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      16.07    Entire Agreement. This Lease, including the Exhibits hereto, which are
made part of this Lease, contain the entire agreement of the parties and all prior
negotiations and agreements are merged herein. Neither Landlord nor Landlord's agents
have made any representations or warranties with respect to the Premises, the Building
or this Lease except as expressly set forth herein, and no rights, easements or licenses
are or shall be acquired by Tenant by implication or otherwise unless expressly set forth
herein.

      16.08    No Merger. There shall be no merger of this Lease or of the leasehold estate
hereby created with the fee estate in the Premises or any part thereof by reason of the
fact that the same person may acquire or hold, directly or indirectly, this Lease or the
leasehold estate hereby created or any interest in this Lease or in such leasehold estate



leasehold estate hereby created or any interest in this Lease or in such leasehold estate
as well as the fee estate in the leasehold Premises or any interest in such fee estate.

      16.09    Easements. Landlord reserves the right, from time to time, to grant
easements and rights, make dedications, agree to restrictions and record maps affecting
the Property as Landlord may deem necessary or desirable, so long as such easements,
rights, dedications, restrictions, and maps do not unreasonably interfere with the use of
the Premises by Tenant; and this Lease shall be subordinate to such instruments.

      16.10    Bind and Inure. The terms, provisions, covenants and conditions contained
in this Lease shall bind and inure to the benefit of Landlord and Tenant, and, except as
otherwise provided herein, their respective heirs, legal representatives, successors and
assigns. If two or more individuals, corporations, partnerships or other business
associations (or any combination of two or more thereof) shall sign this Lease as Tenant,
the liability of each such individual, corporation, partnership or other business
association to pay Rent and perform all other obligations hereunder shall be deemed to
be joint and several. All agreements, covenants and indemnifications contained herein
or made in writing pursuant to the terms of this Lease by or on behalf of Tenant shall be
deemed material and shall survive expiration or sooner termination of this Lease.

      16.11    Remedies Cumulative; No Waiver. No remedy or election hereunder shall
be deemed exclusive, but shall wherever possible, be cumulative with all other remedies
at law or in equity. No waiver of any provision hereof shall be deemed a waiver of any
other provision hereof or of any subsequent breach of the same or any other provision.
No waiver of any breach shall affect or alter this Lease, but each and every term,
covenant and condition of this Lease shall continue in full force and effect with respect to
any other then existing or subsequent breach thereof. No reference to any specific right
or remedy shall preclude the exercise of any other right or remedy permitted hereunder
or that may be available at law or in equity. No failure by Landlord to insist upon the strict
performance of any agreement, term, covenant or condition hereof, or to exercise any
right or remedy consequent upon a breach thereof, and no acceptance of full or partial
rent during the continuance of any such breach, shall constitute a waiver of any such
breach, agreement, term, covenant or condition.

      16.12    Tenant's Financial Statements. Tenant shall furnish Landlord annually,
within ninety (90) days after the end of each fiscal year of Tenant, copies of the balance
sheets of Tenant, as at the close of such fiscal year, and statements of income and
retained earnings of Tenant for such year, prepared in accordance with generally
accepted accounting principles and audited by Tenant's independent certified public
accountants. Tenant also agrees to furnish to Landlord within ten (10) days following
Landlord's written request therefor, copies of such financial statements identified above
as are then available and financial statements for the then current fiscal year prepared in
accordance with generally accepted accounting principles on an unaudited basis
certified as true and correct by such company's chief financial officer. Notwithstanding
the foregoing, during any period that Tenant is a subsidiary of PC
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Connection, Inc. and PC Connection, Inc. is a publicly traded U.S. company and is the
Guarantor hereunder with financial information which is publicly available through the
U.S. Securities and Exchange Commission, Tenant shall not be required to provide any
such financial statements.

      16.13    Attorney's Fees. If on account of any default by Tenant in Tenant's
obligations under the terms of this Lease, it becomes necessary or appropriate for
Landlord to employ attorneys or other persons to enforce any of Landlord's rights or
remedies hereunder, Tenant shall pay upon demand as Additional Rent hereunder all
reasonable fees of such attorneys and other persons and all other costs of any kind so
incurred.

      16.14    Landlord Approvals. Whenever Tenant is required to obtain Landlord's
consent hereunder, Tenant agrees to reimburse Landlord all out-of-pocket expenses



consent hereunder, Tenant agrees to reimburse Landlord all out-of-pocket expenses
incurred by Landlord, including reasonable attorney's fees in order to review
documentation or otherwise determine whether to give its consent. Tenant shall pay
Landlord's invoice for any such amounts within ten (10) days following Landlord's
delivery of its invoice therefor. Any provision of this Lease which requires the Tenant to
obtain Landlord's consent to any proposed action by Tenant shall not be the basis for an
award of damages or give rise to a right of setoff on Tenant's behalf, but may be the
basis for a declaratory judgment or injunction with respect to the matter in question.

      16.15    Landlord's Liability. Tenant shall look only to Landlord's estate in the
Property (or the proceeds thereof) for the satisfaction of Tenant's remedies with respect
to any liability, default or obligation of Landlord under this Lease or otherwise regarding
Tenant's leasing, use and occupancy of the Premises pursuant hereto, including without
limitation for the collection of any monetary obligation, judgment or other judicial process
requiring the payment of money by Landlord. Neither Landlord nor any of its members,
stockholders, officers, directors, partners, trustees, beneficiaries or employees shall be
personally liable hereunder, nor shall any of its or their property, other than the Property,
be subject to levy, execution or other enforcement procedure for the satisfaction of
Tenant's said remedies. Landlord shall not under any circumstances be liable for any
special, indirect or consequential damages of Tenant, including lost profits or revenues.
No owner of the Property shall be liable under this Lease except for breaches of
Landlord's obligations occurring while such party owns the Property.

      16.16    Time of Essence. TIME IS OF THE ESSENCE with respect to the due
performance of the terms, covenants and conditions herein contained; provided,
however, that no delay or failure to enforce any of the provisions herein contained and
no conduct or statement shall waive or affect any of Landlord's rights hereunder.

      16.17    Submission. Submission of this instrument for examination does not
constitute a reservation of or option for lease of the Premises, and it is not effective as a
lease or otherwise until this Lease has been executed by both Landlord and Tenant and
a fully executed copy has been delivered to each.

      16.18    Governing Law. This Lease and the rights and obligations of the parties
hereunder shall be construed and enforced in accordance with the laws of the State of
Connecticut.
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ARTICLE 17.  EXTENSION RIGHT

      17.01    Right to Extend. Landlord grants Tenant the option to extend this Lease with
respect to the entire Premises for two (2) additional periods of two (2) Lease Years
(each, an "Extension Period") subject to each and all of the following terms and
conditions (each, an "Extension Option"):

            (a)   No Assignment or Sublease. The Extension Options may not be exercised
by, or assigned or otherwise transferred to any person or entity voluntarily or
involuntarily, except the Tenant named in this Lease. The parties hereto agree that if
Tenant assigns any of its interest in this Lease or subleases the Premises (or any portion
thereof) to any person pursuant to Section 12.01(b), the Extension Options shall
terminate immediately without the need for any act or notice by either party to be
effective.

            (b)   Manner of Notice. Tenant shall have delivered to Landlord written notice (the
"Extension Notice") of the exercise of the Extension Option not later than 180 days prior
to the expiration of the current term of this Lease (with respect to the first Extension
Option), and not later than 180 days prior to the expiration date of the first Extension
Option (with respect to the second Extension Option), time being of the essence. If an
Extension Notice is not so delivered, Tenant's Extension Option shall automatically
expire.

            (c)   Effect of Default. Tenant's right to exercise each Extension Option shall be



            (c)   Effect of Default. Tenant's right to exercise each Extension Option shall be
suspended at the election of Landlord during any period in which an Event of Default
has occurred and is continuing, but the period of time within which the Extension Option
may be exercised shall not be extended. Notwithstanding Tenant's due and timely
exercise of any Extension Option, if, after such exercise and prior to the effective date of
the Extension Option an Event of Default occurs under this Lease that is not cured within
the applicable grace period, if any, Landlord shall have the right to cancel Tenant's
exercise of the Extension Option by delivery of written notice to Tenant.

            (d)   New Rent. The Annual Base Rent for each Extension Period shall be equal
to the greater of: (i) the Annual Base Rent payable during the final Lease Year of the
original Term (with respect to the first Extension Period) and the Annual Base Rent
payable during the final Lease Year of the first Extension Period (with respect to the
second Extension Period), or (ii) the then prevailing fair market rental rate (such
prevailing fair market rental rate, the "Market Rent") for Tenant's space; during the
Extension Period the Additional Rent shall continue to be payable in the amount and
manner as provided in the Lease with the same Base Taxes and Base Expense Year as
established in Section 5.01 (except as set forth in the next sentence) and all of the terms,
conditions and covenants of this Lease shall apply. If the Annual Base Rent for the
Extension Period is determined under (ii) above because the Market Rent is greater than
the Annual Base Rent applicable under (i), then Base Taxes and Base Expenses shall
be the actual amount of Taxes and Operating Expenses for the last calendar year ending
prior to the first Extension Period or second Extension Period, as applicable, and Market
Rent shall be determined taking the same into account.

            (e)   Financial Condition. At the time Tenant exercises an Extension Option and at
the beginning of the related Extension Period, Tenant and Guarantor shall each have a
financial net worth as determined in accordance with generally accepted accounting
principles (based upon current, detailed audited financial statements provided to
Landlord) equal to or greater than their respective net worths on the date hereof.
Guarantor shall extend its guaranty by the execution and delivery of documents in form
and substance acceptable to Landlord. In addition, Landlord may require the delivery of
an additional security deposit in connection with such extension of the Term. Neither
Tenant nor Guarantor shall be obligated to provide any such financial statements during
any period that Tenant is a subsidiary of PC Connection, Inc. and PC Connection, Inc. is
a publicly traded U.S. company and is the Guarantor
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hereunder with financial information which is publicly available through the U.S.
Securities and Exchange Commission.

      17.02    Market Rent Notice. If Tenant properly exercises its Extension Option,
Landlord shall provide Tenant with written notice (the " Market Rent Notice") of the rate
of the Market Rent (as determined by Landlord for a two (2) year term) and the Annual
Base Rent for the Extension Period at least 90 days prior to the Expiration Date. Tenant
shall respond in writing to Landlord within twenty (20) days following Landlord's delivery
of its Market Rent Notice (the "Tenant Response Period") stating whether Tenant
agrees or disagrees with the Annual Base Rent determined by Landlord. If the parties
agree on the Annual Base Rent for the Extension Period during the Tenant Response
Period, they shall execute an amendment to this Lease within ten (10) days stating the
Extension Period, the Annual Base Rent and monthly rental and any related terms and
conditions. Otherwise, the Market Rent shall be determined in accordance with Section
17.03.

      17.03    Dispute. If the parties are unable to agree on the Annual Base Rent for the
Extension Period within the Tenant Response Period, the Market Rent shall be
determined by appraisal as set forth below in order to establish the Annual Base Rent for
the Extension Period and Landlord and Tenant shall be bound by the results of the
appraisal. Notwithstanding the submission of the issue of Market Rent to appraisal, if
such Annual Base Rent has not been established pursuant to Section 17.04 prior to the
commencement of the subject Extension Period, Annual Base Rent for the next ensuing



commencement of the subject Extension Period, Annual Base Rent for the next ensuing
Lease Year of the Term shall be paid at the Annual Base Rent established by Landlord
in its Market Rent Notice until the appraisal is completed. If, upon completion of the
appraisal, it is determined that Market Rent is less or more than that set by Landlord,
then an adjustment based upon such lower or greater rent shall be made based on the
number of months therefor paid by Tenant but in no event shall rent be lower than that
paid for the final Lease Year of the initial Term. In no event shall the extension of the
Term be affected by the determination of the Annual Base Rent, such exercise of the
Extension Option being fixed at the time at which Tenant delivers the Extension Notice.

      17.04    Appraisal. When the terms of this Lease provide that Market Rent shall be
determined by appraisal, the following appraisal procedures shall apply:

            (a)   Within five (5) business days following the end of the Tenant Response
Period, each of Tenant and Landlord shall choose a real estate appraiser who is a
member of the American Institute of Appraisers and has at least five (5) years' full time
commercial appraisal experience in Fairfield County and shall notify the other party in
writing of its selection. If a party does not appoint an appraiser within such five (5) day
period, the single appraiser appointed shall be the sole appraiser and shall establish the
Market Rent for the Extension Period;

            (b)   If the two (2) appraisers are appointed by the parties as stated above, they
shall meet within five (5) business days following their appointment in accordance with "
(a)" above, and the appraisers selected shall select a third appraiser meeting the
qualifications as set forth in "(a)" above; if the two (2) appraisers fail to select the third
appraiser within such time period, either of the parties to this Lease by giving ten (10)
days' notice to the other party can apply to the then president of the county real estate
board of Fairfield County, or to the presiding judge of the Superior Court of that county,
for the selection of a third appraiser who meets the qualifications stated in "(a)" above.
Each of the parties shall bear one half (1/2) of the cost of appointing the third appraiser
and of paying the third appraiser's fee. The third appraiser, however selected, shall be a
person who has not previously acted in any capacity for either party;
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            (c)   Within fifteen (15) business days after their appointment, the appraisers shall
determine the Market Rent for the Premises for the Extension Period, and shall notify
Tenant and Landlord of such determination within three (3) days thereafter, which
determination shall be final and binding upon Tenant and Landlord. If the appraisers are
unable to agree upon the Market Rent, the Market Rent will be deemed to be the
average of the Market Rents proposed by the appraisers, except that (i) if the lowest
proposed fair market rent is less than 90% of the second to lowest proposed Market
Rent, the lowest proposed Market Rent will automatically be deemed to be 90% of the
second to lowest proposed Market Rent and (ii) if the highest proposed Market Rent is
greater than 110% of the second to highest proposed Market Rent, the highest proposed
Market Rent will automatically be deemed to be 110% of the second to highest proposed
Market Rent;

            (d)   Landlord and Tenant shall each pay one-half (1/2) of the expense of the
appraisers' fees.

            For the purpose of determining Market Rent, the parties shall use as a guideline
the average rental rates for comparable space in the Building over the previous 3-month
period, or if no comparable lease transactions have taken place during the past 3
months, then the guideline shall be the then market rent for similar available space in
buildings of similar age and class in the same geographic area, the Fairfield County
market.

      17.05    Amendment. Within ten (10) days following the establishment of the Market
Rent and the resulting Annual Base Rent with respect to the subject Extension Period
pursuant to the appraisal procedure set forth above, Landlord and Tenant shall execute
an amendment to this Lease confirming the Annual Base Rent payable with respect to



an amendment to this Lease confirming the Annual Base Rent payable with respect to
such Extension Period. Each such amendment shall set forth the Extension Period, the
applicable Annual Base Rent and the monthly rental and any related terms and
conditions.
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      IN WITNESS WHEREOF, Landlord and Tenant have executed this Lease the day
and year first above written.

WITNESSED BY:  LANDLORD:

/S/ FRANK HERZOG                     
Signature of Witness
Print Name:   Frank Herzog

 FAIRHAVEN INVESTORS LIMITED 
  PARTNERSHIP
By: Bergen of Connecticut, Inc.

/S/ VILMA GAETA                       
Signature of Witness
Print Name:    Vilma Gaeta

 By: /S/ ALBERT J. CORR                 
Name: Albert J. Corr
Title: Vice President

WITNESSED BY:  TENANT:

/S/ STEPHEN C. BALDRIDGE           
Signature of Witness
Print Name:   Stephen C. Baldridge

 GOVCONNECTION CORPORATION

/S/ ROBERT B. PRATT                    
Signature of Witness
Print Name:   Robert B. Pratt

 By: /S/ GARY SORKIN                   
Name: Gary Sorkin
Title: President
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STATE OF Pennsylvania

COUNTY OF Philadelphia

)
)
)

ss. _________________

      On this the __7th__ day of May, 2003, before me, the undersigned officer, personally
appeared _Albert J. Corr________, known to me (or satisfactorily proven) to be the
person whose name is subscribed to the within instrument, and acknowledged
himself/herself to be the __Vice President______ of BERGEN OF CONNECTICUT,
INC., a corporation, and that he/she, as such officer, being authorized so to do, executed
the foregoing instrument as the free act and deed of the corporation as the General
Partner of FAIRHAVEN INVESTORS LIMITED PARTNERSHIP for the purposes
contained therein by signing the name of the corporation by himself/herself as such
officer.

      In witness whereof, I hereunto set my hand.

[Affix Notarial Seal]

_/S/ DIANE C. THOMAS                     
Notary Public
My Commission Expires: April 30, 2005

  

STATE OF NEW HAMPSHIRE

COUNTY OF HILLSBOROUGH

)
)
)

ss. Merrimack, April 30, 2003

      On this the 30th day of April, 2003, before me, the undersigned officer, personally
appeared Gary Sorkin, who acknowledged himself to be the President of
GOVCONNECTION CORPORATION, a MD corporation, and that he, as such President,
being authorized so to do, executed the foregoing instrument as his free act and deed
and the free act and deed of the corporation for the purposes contained therein by
signing the name of the corporation by himself as such officer.



      IN WITNESS WHEREOF, I hereunto set my hand.

[Affix Notarial Seal]

_/S/ DOLORES R. COLLINS                 
Notary Public
My Commission Expires: 1/20/04
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EXHIBIT A

Plan of Premises
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EXHIBIT B

Legal Description

2150 Post Road, Fairfield, Connecticut

      All that certain parcel of land with the improvements thereon as shown on a map entitled "Map
of Property for Mill River Associates Limited Partnership, Fairfield, Conn., dated September 27,
1986 and revised June 1, 1988 and October 14, 1988 Scale: 1" = 20'", prepared by The
Huntington Company, Engineering and Surveyors, Fairfield, Conn. Said parcel being bounded
and described as follows:

      From a point of beginning in the northerly street line of the Post Road where the boundary
separating land now or formerly of The Electric Storage Battery Co. from land herein described
intersects the northerly CHD street line of the Post Road, which point of beginning is located 3.41
feet S 85O 00' 00" E of a CHD monument in the northerly street line of the Post Road.

      Thence from said point of beginning N 6O 04' 40" E, 219.56 feet along land now or formerly
of The Electric Storage Battery Co.;

      Thence S 78O 16' 20" E, 188.89 feet along the Metro-North Commuter Railroad;

      Thence S 5O 50' 50" W, 197.41 feet along land now or formerly of Saul Pollack; and

      Thence N 85O 00' 00" W, 188.81 feet along the northerly CHD street line of the Post Road to
the point of beginning.
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EXHIBIT C-1

Tenant's Space Plan
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EXHIBIT C-2

Landlord's Work Standards
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EXHIBIT D

CLEANING SPECIFICATIONS

2150 Post Road, Fairfield, Connecticut

TENANT AREAS



A.   DAILY ON BUSINESS DAYS

 1. Empty all waste receptacles and remove waste material from the premises:
change waste basket liners as necessary.

 2. Sweep all uncarpeted areas.

 3. Vacuum carpeting and rugs in all traffic and main areas.

 4. Spot clean glass on tenant entrance doors.

 5. Wipe all counter tops, sinks, and table tops.

 6. Upon completion of cleaning all lights will be turned off, doors locked, and
alarms engaged if applicable, leaving the premises in an orderly condition.

B.   WEEKLY

 1. Mop all uncarpeted areas.

 2. Hand dust and wipe clean horizontal surfaces, including furniture, window
sills, door ledges, chair rails and counter tops, within normal reach and free of
personal belongings, paperwork, etc.

 3. Wash all glass at tenant entrance doors and sidelights.

C.   QUARTERLY

 1. Render high dusting not reached in nightly cleaning to include:

  a. dusting of all pictures, frames, and charts

  b. dusting of all ventilating and air conditioning louvers and grills

  c. dusting of all Venetian blinds, hangings

 2. Spot clean carpets, rugs and V.C.T.

 3. Spot clean smears and smudges on walls, doors, frames, kick and push
plates, handles and light switches.

D.   YEARLY

 1. Window washing of both sides of exterior glass.

LAVATORIES

A.   DAILY ON BUSINESS DAYS

 1. Sweep wash and rinse all floors thoroughly, using a disinfectant.

 2. Wash all basins, bowls, urinals, and shower stalls.

 3. Empty and clean paper towel and sanitary disposal receptacles. Replace
liners back into receptacles. All liners to be provided by landlord.

 4. Refill tissue holders, soap dispensers, towel dispensers and sanitary
dispensers. Materials are to be furnished by the landlord.

 5. A non-acidic sanitizing solution will be used in all lavatory cleaning.

 6. Wash and polish all mirrors, powder shelves, brightwork, flushometers, piping
and toilet seat hinges, etc.

 7. Wash both sides of all toilet seats.

 8. Remove waste paper and refuse to designated areas on the premises.



B.   WEEKLY

 1. Wash all partitions and walls.
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 2. Clean all air vents.

 3. Wipe down all high light fixtures.

 4. Check and refill, if necessary, all automatic deodorizing equipment.

C.   QUARTERLY

 1. Machine scrub floors.

ELEVATORS

A.   DAILY ON BUSINESS DAYS

 1. Clean interior walls, doors, and bright work, including ceiling.

 2. Vacuum floors.

 3. Clean door sills or tracks.

 4. Clean exterior elevator doors, and frames.

LOBBIES AND COMMON AREAS

A.   DAILY ON BUSINESS DAYS

 1. Empty all waste baskets and change liners, empty exterior cigarette urns and
ash trays.
Remove waste material from premises.

 2. Vacuum rugs, mats and carpeted areas.

 3. Inspect carpet for spots and stains, removing where possible.

 4. Spot clean all interior glass in partitions and doors.

 5. Clean and sanitize drinking fountains.

 6. Damp mop lobby floor.

 7. Clean entrance glass doors on lobby floor both sides.

 8. Hand dust and wipe clean with treated cloths all furniture, window sills,
railings, tenant directories and planters.

 9. Spot clean by damp wiping fingerprints, smears, smudges on walls, doors
and frames.

 10. Clean any and all metal work surrounding building entrance doors.

B.   WEEKLY

 1. Dust all artwork.

 2. Dust air vents.

C.   MONTHLY

 1. Dust above hand height all surfaces, including light fixtures within reach of a
step ladder.



 2. Dust all air grills and/or heating units.

 3. Dust fire extinguishers and hose cabinets.

D.   QUARTERLY

 1. Strip and wax all resilient floors.

 2. Shampoo all common area carpeting.

 3. Machine scrub granite lobby floor.

MISCELLANEOUS

A.   DAILY

 1. Report all maintenance deficiencies to building management i.e., inoperable
light fixture, plumbing problems, roof leaks, etc.

B.   WEEKLY

 1. Sweep, mop, or vacuum secondary stairs.

 2. Check supplies and order as necessary.
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C.   MONTHLY

 1. Inspect and clean all utility closets.

 2. Shampoo elevator carpets, more frequently if necessary.

Should a tenant desire the cleaning contractor to do other than those duties specified
herein, i.e. leave lights on, leave doors open, leave alarms off, don't vacuum, etc., the
tenant must request this from building management who will instruct cleaning contractor
on the following business day. Cleaning Specifications assumes typical 1st class office
space layout and an occupancy load no greater than 1 person per 250 usable square
feet. Higher density areas are subject to additional charge. Areas within tenant demised
premises such as pantries, cafeterias, locker/fitness rooms, and computer/IT rooms, are
considered specialty areas and are subject to additional charges.

END SPECIFICATIONS
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EXHIBIT E

RULES AND REGULATIONS
2150 Post Road, Fairfield, Connecticut

      1.    Wiring and Cabling. Landlord will direct Tenant as to where and how telephone,
video, telecommunications, internet and data wiring and cabling are to be placed in the
Building and Premises. No boring or cutting for wires will be allowed without the consent
of Landlord.

      2.    Moving Restrictions. All freight, furniture, trade fixtures and personal property
must be received and delivered through entrances to the Building designated for such
purpose unless otherwise authorized by the Landlord, and only during such hours and in
such elevators as Landlord may reasonably determine from time to time. Nothing shall
be taken or moved in through the windows, nor shall anything be left outside the building
on the window sills of the Premises.

      3.    Deliveries. In the moving, delivery of receipt of safes, freight, furniture, packages,
boxes, crates, paper, office material, or any other matter or thing, Tenant shall use and



boxes, crates, paper, office material, or any other matter or thing, Tenant shall use and
shall cause its employees and contractors and any others making deliveries to the
Premises to use hand trucks equipped with rubber tires, side guards and such other
safeguards as Landlord shall reasonably require. No hand trucks shall be used in
passenger elevators, and no such passenger elevators shall be used for moving,
delivery or receipt of the aforementioned articles.

      4.    Building Security. All persons entering and/or leaving the Building during hours
other than business hours may be required to sign a register. Landlord will notify each
tenant if Landlord elects to institute a pass system outside of regular business hours.
Landlord reserves the right to exclude or expel from the Building any person who, in the
judgment of Landlord, is intoxicated or under the influence of liquor or drugs, or who
shall in any manner do any act in violation of any of the Rules and Regulations of the
Building.

      5.    Right to Inspect. The Landlord, its agents and employees shall have access at
reasonable times to perform their duties in the maintenance and operation of the
Premises. Landlord reserves the right to inspect all objects and matter to be brought into
the Building and to exclude from the Building all objects and matter which violate any of
these Rules and Regulations or the Lease. Landlord may require any person leaving the
Building with any package or other object or matter to submit a pass, listing such
package or object or matter, from the tenant from whose premises the package or object
or matter is being removed, but the establishment and enforcement of such requirement
shall not impose any responsibility on Landlord for the protection of any tenant against
the removal of property from the premises of such tenant. Landlord shall in no way be
liable to Tenant for damages or loss arising from the admission, exclusion or ejection of
any person to or from the Premises or the Building under the provisions of this Rule or
the following Rule.

      6.    Parking Vehicles. Tenant shall comply with such rules and regulations governing
parking as may be promulgated from time to time by Landlord, including, without
limitation, rules and regulations requiring the parking of vehicles in designated spaces or
areas or regarding the exclusion of other spaces or areas. Tenant will not store vehicles
for extended periods of time in the parking garage.

      7.    Use of Common Areas. Tenant's use of the Common Areas shall be limited to
access and parking purposes and under no circumstances shall Tenant be permitted to
store any goods or equipment,
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conduct any operations or construct or place any improvements, barriers or obstructions
in the Common Areas, or otherwise adversely affect the appearance thereof. Tenant
shall not obstruct any sidewalks, halls, passages, exits, entrances, elevators, lobbies
and stairways of the Building, and Tenant shall not use any of the same for any purpose
other than for ingress to and egress from his respective Premises. No Tenant shall store
any property outside the Premises.

      8.    Waste Handling and Disposal. Tenant agrees to handle and dispose of all
rubbish, garbage, and waste from Tenant's operations in accordance with regulations
established by Landlord and not permit the accumulation or burning of any rubbish or
garbage in, or about any part of the Building. Any permitted corrosive, flammable or other
special wastes shall be handled for disposal as directed by Landlord and strictly in
accordance with all applicable law.

      9.    Roof Access. Neither Tenant nor its employees or invitees of Tenant shall go
upon the roof of the Building or any of the mechanical, telephone or equipment rooms in
the Building.

      10.    Building Systems. Heating, lighting and plumbing: The Landlord or his agent
should be notified at once of any trouble with heating, lighting or plumbing fixtures.
Tenants must not leave doors of the Premises unlocked at night.



      11.    other than for which they were constructed, or dispose of any garbage or other
foreign substance therein, whether through the utilization of so-called "disposal" or
similar units, or otherwise.

      12.    Electrical Systems. Tenant shall not install, operate or maintain in the Premises
any electrical equipment which will overload the electrical system therein, or any part
thereof, beyond its reasonable capacity for proper and safe operation as determined by
Landlord in light of the over-all system and requirements therefor in the Building, or
which does not bear underwriters' approval.

      13.    Cleaning Services. Tenant shall not permit window cleaning or other exterior
maintenance and janitorial services in and for the Premises to be performed except by
such person(s) as shall be approved by Landlord and except during reasonable hours
designated for such purposes by Landlord.

      14.    Floor Load. Tenant shall not place a load upon any floor in the Premises
exceeding the floor load per square foot of area which such floor was designed to carry
and which is allowed by law. Landlord reserves the right to reasonably prescribe the
weight and position of all business machines and mechanical equipment, including
safes, which shall be placed so as to distribute the weight. Business machines and
mechanical equipment shall be placed and maintained by Tenant at Tenant's expense
in settings sufficient, in Landlord's reasonable judgment, to absorb and prevent vibration,
noise and annoyance. Tenant shall not move any safe, heavy machinery, heavy
equipment, freight, bulky matter or fixtures into or out of the Building without Landlord's
prior consent. If such safe, machinery, equipment, freight, bulky matter or fixtures
requires special handling, Tenant agrees to employ only persons holding a Master
Rigger's License to do said work, and that all work in connection therewith shall comply
with applicable laws and regulations.

      15.    No Interference with Building Services. Tenant shall not take or permit any
action which would impair or interfere with any of the Building services or the proper and
economic heating, cleaning, air conditioning or other servicing of the Building or the
Demised Premises, or impair or interfere with or tend to impair or interfere with the use of
any of the other areas of the Building by occasion or discomfort, annoyance or
inconvenience to, Landlord or any other tenants or occupants of the Building.
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Tenant shall cooperate with Landlord in obtaining maximum effectiveness of the cooling
system and if requested by Landlord shall lower and close drapes and curtains when the
sun's rays fall directly on the windows of the Premises.

      16.    Permits. If any governmental license or permit shall be required for the property
and lawful conduct of Tenant's business in the Premises, or any part thereof, and if
failure to secure such license or permit would in any affect Landlord, then Tenant, at its
expense, shall duly procure and thereafter maintain such license or permit and submit
the same inspection by Landlord. Tenant shall at all times comply with the terms and
conditions of each such license or permit, and failure to procure and maintain same by
Tenant shall not affect Tenant's obligations hereunder.

      17.    Fire Hazards. Tenant shall not use or keep in the Premises or the Building any
kerosene, gasoline or inflammable or combustible fluid or material, or use any method of
heating or air-conditioning other than that supplied by Landlord. No Tenant shall use any
method of heating other than that provided for in the Tenant's lease.

      18.    No Alterations. Tenant shall not change (whether by alteration, replacement,
rebuilding or otherwise) the exterior color and/or architectural treatment of the Premises
or of the Building in which the same are located, or any part thereof. Tenant shall not
install any awnings or curtains, blinds, shades or screens in, on or outside the Premises
which are visible to public view outside the Premises.

      19.    Obstructions. Tenant shall not place anything or allow anything to be placed



      19.    Obstructions. Tenant shall not place anything or allow anything to be placed
near the glass of any window, door, partition or wall which may be visible from outside
the Premises. Tenant shall not cover or obstruct the sashes, sash doors, skylights,
windows and doors that reflect or admit light and air into the common areas of the
Building.

      20.    Door Locks. Tenant shall not alter any lock nor install any new or additional
locks or any bolts on any door of the Premises, except with the prior consent of Landlord.
Tenant, upon the termination of its tenancy, shall deliver to Landlord the keys of offices,
rooms and toilet rooms which shall have been furnished Tenant or which Tenant shall
have had made, and in the event of loss of any keys so furnished, shall pay the Landlord
therefor.

      21.    Union Labor. Tenant shall not contract for any work or service which might
involve the employment of labor incompatible with the Building employees or employees
of contractors doing work or performing services by or on behalf of Landlord or with the
terms and conditions of any collective bargaining agreement to which Landlord or
Landlord's agents or contractors may be a party.

      22.    Animals. Tenant shall not bring in, keep or permit to be brought in or kept, any
animals, fish or birds at the Premises or the Building, nor shall Tenant install any
aquarium or similar water-containing device at the Premises.

      23.    Bicycles. Tenant shall not permit any bicycles, motorcycles, mopeds or other
vehicles be brought in or kept in or about the Premises or the Building. All bicycles and
other motorized vehicles shall be parked in areas designated by Landlord at the
Building.

      24.    Vending Machines. No vending machine or machines of any description shall
be installed, maintained or operated outside the Premises without the written consent of
Landlord. Should tenants desire vending machines of any type within their Premises,
such vending machines shall be provided, maintained and serviced by Landlord or
Landlord's designee.
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      25.    No Soliciting. Tenant shall not disturb, solicit, or canvass any occupant of the
Building and shall cooperate to prevent same.

      26.    No Liens. Tenant shall not subject any fixtures, furnishings or equipment in or
on the Premises and affixed to the realty, to any mortgages, liens, conditional sales
agreements or encumbrances.

      27.    Advertising. Tenant shall not advertise the business, profession or activities of
Tenant conducted in the Building in any manner which violates the letter or spirit of any
code of ethics adopted by any recognized association or organization pertaining to such
business, profession or activities or, which in Landlord's reasonable judgment, tends to
impair the reputation of the Building or its desirability as a building for offices. Landlord
shall have the right to prohibit any advertising by any Tenant which, in Landlord's
opinion, tends to impair the reputation of the building or its desirability as a building for
offices, and upon written notice from Landlord, Tenant shall refrain from or discontinue
such advertising. Tenant shall not use the name of the building or its owner in any
advertising without the express prior written consent of the Landlord. Tenant shall not
use any picture or likeness of the Building in any circulars, notices, advertisements or
correspondence.

      28.    Prohibited Uses. Tenant shall not occupy or permit any portion of the Premises
to be occupied as an office for a public stenographer or public typist, or for the
warehousing, manufacture or sale to the general public of beer, wine, liquor, or drugs; for
rendition of medical, dental or other diagnostic or therapeutic services; as a barber,
beauty or manicure shop; as an employment bureau; or for the preparation, dispensing
or consumption of food and beverages in any manner not consistent with office use.
Tenant shall not use the Premises or any part thereof, or permit the Premises or any part



Tenant shall not use the Premises or any part thereof, or permit the Premises or any part
thereof to be used, for sale at retail or auction of merchandise, goods or property of any
kind, except for promotional purposes, or for manufacturing, printing or electronic data
processing, except for the operation of normal business office reproducing or printing
equipment and other business machines for Tenant's own requirements at the Premises;
provided that such use shall not exceed that portion of the mechanical or electrical
capabilities of the Building equipment allocable to the Premises.

 

Landlord's Initials: /S/ AC Tenant's Initials: /S/ GS
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Exhibit 15

July 18, 2003

PC Connection, Inc.
730 Milford Road
Merrimack, New Hampshire

We have made a review, in accordance with standards established by the American Institute of Certified Public
Accountants, of the unaudited interim financial information of PC Connection, Inc. and subsidiaries for the periods ended
June 30, 2003 and 2002, as indicated in our report dated July 18, 2003; because we did not perform an audit, we
expressed no opinion on that information.

We are aware that our report referred to above, which is included in your Quarterly Report on Form 10-Q for the quarter
ended June 30, 2003, is incorporated by reference in Registration Statement Nos. 333-91584, 333-66450, 333-40172,
333-83943, 333-69981, 333-50847, 333-50845, and 333-106652 of PC Connection, Inc. on Form S-8.

We also are aware that the aforementioned report, pursuant to Rule 436(c) under the Securities Act of 1933, is not
considered a part of the Registration Statement prepared or certified by an accountant or a report prepared or certified by
an accountant within the meaning of Sections 7 and 11 of that Act.

/s/ DELOITTE & TOUCHE LLP

Boston, Massachusetts



Exhibit 31.1
 

CERTIFICATIONS
 
I, Patricia Gallup, certify that:
  
1. I have reviewed this Quarterly Report on Form 10-Q of PC Connection, Inc.;
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

  
3. Based on my knowledge, the financial statements, and other financial information included in this report,

fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

  
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and
have:

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 b) [Paragraph omitted in accordance with SEC transition instructions contained in SEC Release 34-
47986]

 c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

 d) Disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

   
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal

control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board
of directors (or persons performing the equivalent functions):

  
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

 b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

   
Date:   August 13, 2003 /S/ PATRICIA GALLUP                            
 Patricia Gallup

 President and Chief Executive Officer



Exhibit 31.2
 

CERTIFICATIONS
 
I, Mark Gavin, certify that:
 
1. I have reviewed this Quarterly Report on Form 10-Q of PC Connection, Inc.;
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to

state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this report;

  
3. Based on my knowledge, the financial statements, and other financial information included in this report,

fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

  
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and
have:

  
 a) Designed such disclosure controls and procedures, or caused such disclosure controls and

procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 b) [Paragraph omitted in accordance with SEC transition instructions contained in SEC Release 34-
47986]

 c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

 d) Disclosed in this report any change in the registrant's internal control over financial reporting that
occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

   
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal

control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board
of directors (or persons performing the equivalent functions):

   
 a) All significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
process, summarize and report financial information; and

 b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

   
Date:   August 13, 2003 /S/ MARK GAVIN                                  
 Mark Gavin

 Senior Vice President of Finance and

 Chief Financial Officer



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 Form 10-Q of PC Connection, Inc. (the "Company") for the period ended June 30, 2003 as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned, Patricia Gallup, President and Chief Executive
Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, that:

      (1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

      (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated:   August 13, 2003 /S/ PATRICIA GALLUP                            
 Patricia Gallup

 President and Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to PC Connection, Inc. and will be retained by PC
Connection, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.



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 Form 10-Q of PC Connection, Inc. (the "Company") for the period ended June 30, 2003 as filed with
the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned, Mark Gavin, Senior Vice President of Finance and
Chief Financial Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, that:

      (1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

      (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Dated:   August 13, 2003 /S/ MARK GAVIN                                   
 Mark Gavin

 Senior Vice President of Finance and

 Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to PC Connection, Inc. and will be retained by PC
Connection, Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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