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Letter to Shareholders

Entering 2004, Administaff ’s primary goal was to re-establish double-digit 
unit growth – an objective we achieved in December with an increase of 
10 percent over the same period in 2003. This accomplishment – supported 
by continued advances in sales and client retention – has laid a strong foun-
dation for growth and profitability in 2005. 

Revenues for the year increased 8.8 percent to $969.5 million, primarily due 
to a 4.9 percent increase in revenue per worksite employee per month and a 
3.9 percent increase in the average number of worksite employees paid per 
month. Gross profit increased slightly to $197.7 million, as the 3.9 percent 
increase in the number of worksite employees paid offset a decline in the 
average monthly gross profit per worksite employee, from $219 in the 2003 
period to $211 in the 2004 period. 

In addition to accelerating our growth in 2004, we accomplished several 
major milestones:

�  Improved client retention and satisfaction, including an increase from 
71 percent to 75 percent in our retention rate. In addition, our most 
recent client survey revealed that overall satisfaction with Administaff 
was higher in 2004 than any other year in Company history. Other 
key findings of the survey are highlighted throughout this report.

�  Growth in our middle-market sales effort, which targets clients with 
150 to 2,000 employees. In 2004, we added 19 accounts and nearly 
3,000 worksite employees from this market, versus three accounts and 
500 employees in 2003. 

�  The introduction of two new employee health care options: The Health 
Care Flexible Spending Account allows employees to contribute a portion of 
their earnings on a pretax basis for the subsequent reimbursement of quali-
fied medical expenses, and the High Deductible Health Plan allows employ-
ees to elect coverage with higher deductibles and lower health insurance 
premiums and potentially qualify to establish a health savings account.

Paul J. Sarvadi
Chairman and 
Chief Executive Officer
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Our accomplishments 
in 2004 successfully 
capped a three-year 
drive to build a 
stronger financial 
base, demonstrate 
the capital efficiency 
of our business model 
and create a more 
positive outlook for 
financial performance.

�  Launching of our new branding initiative with the most comprehensive 
and targeted marketing campaign in the Company’s history, which empha-
sizes our new message: “Small business is good for America. Administaff 
is good for small business.SM” This strategy included our first-ever national 
television advertising campaign – featuring our new spokesperson, golf 
legend and small business owner Arnold Palmer – as well as our sponsor-
ship of the inaugural Administaff Small Business Classic,SM a PGA 
Champions Tour event.

�  Our first full year under our new pricing and billing system, which 
eliminated the potential for revenue shortfall resulting from changes 
in pay rates or benefit elections of worksite employees. In addition, the 
system provides our clients with important pricing insights, allowing 
them to view labor costs based on their business model. It also gives the 
Company a significantly more detailed base of information, helping us 
to confirm effective pricing, identify trends and forecast operating results. 

Our accomplishments in 2004 successfully capped a three-year drive to 
build a stronger financial base, demonstrate the capital efficiency of our 
business model and create a more positive outlook for financial performance.

Since 2002, we have increased working capital to $47.5 million, and we 
accomplished this in spite of using approximately $80 million to repurchase 
shares, reduce our debt and improve our core gross profit enhancement 
opportunities. We also have generated more than $117 million in EBITDA, 
resulting in a run rate of more than $40 million in the two most recent 
years, which is four to five times greater than the level of capital expendi-
tures needed to develop and grow our business. Finally, the significant 
improvements we have implemented in our pricing and billing system 
enable us to better manage our business and improve performance.

With our positive outlook for continued growth and profitability, 
Administaff ’s Board of Directors announced the Company’s first quar-
terly dividend in February 2005. Payable at the rate of $.07 per share of 
common stock to holders of record on March 7, 2005, the dividend will 
be paid on April 1, 2005.

In closing, I would like to extend management’s appreciation for the dedica-
tion of our corporate employees and valuable guidance from our Board of 
Directors. And to our clients, sincere gratitude for the continued opportu-
nity to demonstrate that Administaff is good for small business.

Sincerely,

Paul J. Sarvadi
Chairman and Chief Executive Officer
March 22, 2005


	Front Cover
	Company Profile
	Financial Highlights
	Letter to Shareholders
	Small business is good for America.
	Dynamic Orthotics and Prosthetics
	SpaceDev, Inc.
	Comverge, Inc.

	FORM 10-K
	TABLE OF CONTENTS
	PART I
	ITEM 1. BUSINESS.
	ITEM 2. PROPERTIES.
	ITEM 3. LEGAL PROCEEDINGS.
	ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
	ITEM S-K 401 (b). EXECUTIVE OFFICERS OF THE REGISTRANT.

	PART II
	ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF SECURITIES.
	ITEM 6. SELECTED FINANCIAL DATA.
	ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
	ITEM 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK.
	ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
	ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
	ITEM 9A. CONTROLS AND PROCEDURES.
	ITEM 9B. OTHER INFORMATION.

	PART III
	ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT.
	ITEM 11. EXECUTIVE COMPENSATION.
	ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS.
	ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS.
	ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

	PART IV
	ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.

	SIGNATURES
	CONSOLIDATED FINANCIAL STATEMENTS
	REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
	MANAGEMENT’S REPORT ON INTERNAL CONTROL
	REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
	CONSOLIDATED BALANCE SHEETS
	CONSOLIDATED STATEMENTS OF OPERATIONS
	CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
	CONSOLIDATED STATEMENTS OF CASH FLOWS
	NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
	1. Accounting Policies
	2. Accounts Receivable
	3. Marketable Securities
	4. Deposits
	5. Investments
	6. Debt Obligations
	7. Income Taxes
	8. Stockholders’ Equity
	9. Employee Incentive Plans
	10. Earnings (Loss) Per Share
	11. Leases
	12. Commitments and Contingencies
	13. Quarterly Financial Data (Unaudited)
	14. Subsequent Events



	GAAP to Non-GAAP Reconciliation
	Officers
	Corporate Information
	A Personnel Management System for America’s best small businesses.
	Board of Directors
	Back Cover



