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Chairman's Letter

As 1 write this letter, I am completing my first year at CDW both as chief
executive officer and as a coworker. This is an incredible company from
nearly every standard one uses to measure a U.S. corporation. 1do not make
this statement in a self-serving manner as I did not create what I inherited. T
make it as a once independent observer who now is immersed in a company
and a culture that makes me look forward to work every day and to a future
that will continue the great success achieved by Michael Krasny as chairman
and chief executive officer and Greg Zeman as president.

While 2001 was the toughest economic environment CDW has ever faced,
it was a year when we proved our mettle. Our coworkers rose to the
challenge of the technology downturn and proved that we could be the
industry leader in bad times, as well as good. So how did we once again set
ourselves apart from the competition?

First and foremost, we continued to invest in our future. Our principal
competitive edge is our people. We spent more on training in 2001 than in
any year in our history. Next, we continued to challenge our coworkers with
stretch objectives. Our culture is built by giving our coworkers the tools, the
training and the resources to serve our customers well. When that happens
we celebrate our successes often with fun and outrageous events, along with
both pats on the back and monetary awards. As chief executive officer, I had
the opportunity this year to pass out $100 bills to every coworker to
celebrate the best second quarter in our history and also to receive a "buzz
cut" in front of 800 cheering coworkers to recognize their exceeding a
third-quarter sales goal.

The result is that our coworkers are focused on our customers. Our strength
in the marketplace is built on the unique relationship established between our
account managers and their customers. Our account managers receive the
most training in our industry. That training provides them with the
knowledge and expertise to do their jobs well. They are backed up by an
entire company of coworkers who make sure that we have the products
available that our customers want, that credit decisions are made quickly and
reasonably, that orders are shipped expeditiously and accurately, and that
post-sales tech support is available every day, all day, 365 days a year, and on
and on.

Also, our corporate philosophies are taken seriously and taught to every new
coworker at CDW. We don’t just post them on a wall; we work hard to
demonstrate them and live them every day. While they have always been
important, they were more important than ever last year. For example, one

philosophy is "Good luck many times comes disguised as hard work." It was
this hard work that led the value of your investment in CDW to increase by
92.7 percent from December 31, 2000 to December 31, 2001. Our number
of active customers grew from 309,000 to 357,000 in the technology
industry’s toughest year ever. That increase happened because we try to
“Treat every customer as if they were our only customer, because if we don’t
they may be our last customer." Or maybe it happened because we believe
and teach that "People do business with people they like." Our coworkers
work hard to live these philosophies every day. And in a difficult year like
2001, where we had to watch every measure of productivity and cost like
never before and with new leadership at the top of the company, our
coworkers’ reaction to change was evident in another of our philosophies:
"What's right yesterday may not be right today. What's right today may not
be right tomorrow. And what’s right tomorrow may not be right today.
Conclusion: Don’t be afraid of change!"

But, of course, the proof of our success is not in actions taken, but in their
results. Your measure of our success as our owners is less complicated — your
report card is much simpler. Given price decreases of more than 20 percent
in many of our core CDW products and a significant drop in demand, how
did we do? You know the numbers, a 3.1 percent growth in revenue and a
3.6 percent growth in earnings per share. You could say it was our lowest
growth year ever. You could also say we had both record revenue and record
earnings per share. Both statements would be true.

Our coworkers did an outstanding job in a very difficult environment,
We grew market share significantly. We controlled our costs but we did not
lay off a single coworker. We invested for future growth, completing a
250,000-square-foot addition to our distribution center, large enough to take
us from $4 billion to $8 billion in annual revenue. We opened a new
150,000-square-foot sales office in suburban Chicago and an additional sales
office in downtown Chicago to allow us to grow our sales force in 2002 and
beyond, we grew our government and education revenues by more than 60
percent, and we maintained our position as both the most efficient direct
marketer from a cost standpoint and the most productive from a revenue per
coworker standpoint compared with our public competitors. We maintained
our position as one of FORTUNE's 100 Best Companies to Work for in
America in a year of transition and we joined the FORTUNE 500 as well as
the Nasdaq — 100 Index. Simply put, I have 2,800 team members who make
me feel I'm the luckiest CEO in America.
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licensing, network design, data storage, telephony
and bandwidth, support the account managers.
Specialists receive advanced training on an
ongoing basis and have achieved various high-level
technical certifications focused on specific product
and service categories.

Our relationship-based approach extends to the
Internet with our Web sites, CDW.com and
CDWG.com, While many companies approach
their Internet operations as a separate company
that may compete with their traditional operations
or one that replaces the personal touch, CDW has
taken a different approach. Our "clicks and
people” e-business strategy is an essential
component of our business model with the goal of
enhancing our relationship with customers.
We created a robust Web site that is integrated into
the entire sales process, providing customers an
extensive resource management and purchasing
tool, which provides seamless information and
support before and after the sale.

As part of our e-commerce strategy, CDW has
created customized Web sites for our customers
that are actively used by more than 95,000
accounts. These extranets, CDW@work™ and
CDWG@work™, allow customers to monitor
order status, track asset-tagged products, order
custom configured systems, control purchasing
authority, obtain detailed purchase history and
gain real-time access to their dedicated CDW
account team. The popularity of these sites
continues to grow, as customers increasingly use
their sites to expand their relationship with CD'W.
In 2001, active users of our extranet sites
generated more than 60 percent of CDW’s sales,
ordering either online or directly with their
account managers.

Vendors

CDW is a valuable sales channel for the industry’s
leading manufacturers to reach the small- to
medium-sized corporate, government and
education marketplaces. We sell more than 80,000
products from leading vendors such as Cisco,
Compagq, Hewlett-Packard, IBM, Intel, Microsoft,
Sony and Toshiba, among many others.

Our outstanding relationships with customers and
distribution capabilities, combined with our size
and financial strength, make CDW a critical sales
channel for vendors. ~ With approximately
357,000 active commercial customers, CDW
enables manufacturers to reach a broad customer
base in a cost-effective manner with the quality
assurance of a trusted supplier.

In addition, we provide multifaceted marketing
programs to drive demand for products and
services, teaming with manufacturers to bring the
latest technology to the marketplace. These
programs include catalogs, promotional mailings
and advertisements in national and industry
magazines, online vehicles, and radio
and television.

Our strong relationship with our customers
enables us to provide vendors with substantial
insight into the needs and buying trends of
corporate and public sector technology users. This
intelligence is invaluable to vendors as it enables
them to develop products that meet the evolving
needs of the market. In 2001, CDW developed a
customized research service for manufacturers that
provides timely product feedback from our
customer base. Our initial trial consultations
proved very successful, for both CDW and the
vendors involved, and we expect this endeavor to
expand in the future.

We work closely with vendors to offer
customers the best value products and
services. In addition, we work with
original equipment manufacturers on
special bid programs, giving customers
competitive pricing on large orders.

During 2001, we enhanced our systems and
programs to streamline the bid process and
trained our account managers on how to
more effectively use this program. This
improved turnaround time, which has been
beneficial in this competitive environment.

Shareholders

Since going public in 1993, CDW has
achieved compound annual growth rates of
38 percent for sales and 46 percent for net
income. During this time period, CDW’s
stock price has increased at an average rate
of more than 60 percent annually.

CDW shareholders have benefited from
the company’s commitment to coworkers
and enduring relationships with customers
and vendors.
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Government and Education

Growing rapidly since its inception in 1998, CDW
Government, Inc. (CDWeG) focuses on meeting
the unique needs of federal, state and local
governments, as well as primary and secondary
educational institutions, CDWeG sales totaled
$681 million in 2001, an increase of 63 percent
from 2000,

We believe that the public sector represents a
significant vertical market opportunity for future
sales growth. The U.S. government is the largest
consumer of information technology products in
the world. State governments, as well as more
than 35,000 local municipalities, also make
substantial L.T. purchases. The education market
provides additional potential with more than
110,000 primary and secondary schools, and more
than 3,600 universities.

Selling to the public sector requires a different
approach than the corporate market, We have
made significant investments in infrastructure to
meet the specific needs of three areas in the
public sector: federal government, state/local
government, and educational institutions. These
investments include focused sales teams,
specialized sales training, contract management
teams, customized marketing initiatives,
and significant upgrades to CDWoG Web
site capabilities.

Our e-business capabilities go beyond providing
basic product information. In 2001, we launched
upgrades to CDWG.com and CDWG@work.
In addition to a redesigned look, the functionality
was enhanced to provide tools that addressed the
unique needs of government agencies and
educational institutions, such as viewing relevant
contract information,

The specialized purchasing requirements of the
public sector often require face-to-face sales
efforts.  We have created an organization that
interacts with customers in the way that best meets
their needs by augmenting our inside sales force
with a field sales force that actively calls on
customers and prospects in person. In addition,
we have built an internal organization to address
the complex nature of the government bidding and
contract process.

We tailor our marketing programs to address the
specific needs of the public sector. For example,
CDWeG launched State Tech magazine in
conjunction with Ziff Davis Custom
Publishing during 2001. The magazine
provides readers with in-depth case
studies that highlight technology
applications in state and local
governments. There is no other resource
available that offers this approach,
exploring how professionals in state and
local government agencies successfully
solve technology challenges to best serve
the public.

Our commitment to meeting the needs
of public sector customers translated
into significant new business in 2001.
Our federal government group secured
12 major contracts, including U.S.
Army, U.S. Air Force and the National

Virginia. The education group signed
purchasing agreements with several large
universities, as well as numerous local
school districts.

CDWeG 1s nationally recognized for its
ability to serve the public sector market.
Federal Computer Week ranked CDWeG
the No. 1 Federal Reseller in its "Corporate
Competitiveness Study in the Federal LT.
Market." CDWeG also received the
"Industry  Excellence  Award” for

outstanding customer service from GSA
and Federal Technology Service.

Institutes of Health. One measure of
CDWeG’s success is its rapid climb in
becoming one of the top 25 technology vendors to
the government on the General Services
Administration (GSA) open contract in 2001.

The state and local government group won
contracts with the Texas Department of
Transportation and the states of Ohio and




‘1] ‘wotsuvaq puv o8paigr)
u1 Sasnquip? U0 paw20] sjoogas

pup $282)j00 [ | 4um ‘sayisisaun
Y24pasai apard MENE& s Lgunoo 41
Jo auo st Apssaatuf) uid1samgrioN
ANSIDATUN) UINSIMYLION
Quawgeuepy Jo jooyos 33o[9y
Sunndwon) juapnig jo afeuey
e IUARIYS

“JUDWIUOIIALD INO JOJ
SUOIIN[OS ZIWO0ISND 03 SuI[[IM
aIe £3) pue ‘syuapnis 10
wresgord doidef eads mo
a1 ‘sweidord o mouy Loy,
'S 01 [RIAUI] AI2A ST OIYm
- wedl mo yum diysuonepas
JUAISISUOD B IABY 3M De D
I d8ueyd JueISUOD

st a1a1) “Ansnpur A30[ouysa1
oyl uf 1939301 payIom

9A,9M SIBIA 9314l Y31 JO YOS

ut paudyI3uans sey HeMAD
yim diysuonepr nQ




lechnclogy Selutions

Multi-bramd Prodwets

Comprehemsive Services




o
-

www.cdw.com

%S
sde101g vie(]

%Ll el
o
-DIEMHOS SIAMILJ

%6
muuﬂﬁc‘—&
%€l WO /PN
sdonysag
%8
O3PIA

%S1
SY00G3I0N

Yot
A1owdpy
k33 3
\m_.: oy :Onﬂ.ﬂ.<
PPRO Yot
sad1A3(] Induy

(sajrg Jo uazia )
L00Z XIIA 3onpoid AAD

‘sreunuag A3ojouda] 1auolsny) pue ‘sopingd
20ua19)31 A1feIdads ‘ONs o\ SN BIA uOLBWIOUI
A3ojouyda1 JAlsuAnxd sapraord osfe D
‘uonnjos 1saq Y1 ap1aoid o3 1pI1o ul saduILsyAxd
pue spaou Iyl pueisidpun o1 aseydind
e 01 J1oud s1pwoIsnd yum  Insuod  swesl
11oddns sajes Ljeads pue siofeuew JUNODY

udW[[Y[nj 12pIo
pue suonein3yuod SWIISAS 01 UONIEINSUOD
safes-21d  wouy 23uer asay] sIoWoIsNd
1IN0 03 A30311p $321A13s snoJawnu sapiaoxd M D

s3JIAIRS dAIsuayardwo)

‘saniazas ASojouydal pue Auoydaral
‘98e103s ‘FUISUIDI 21eMIJOS AIINDIS ‘BUNIOMISU
gomod  ‘suonnjos  Jurures]  ‘Yipimpueq
apnpour  sureal  sajes  11oddns  £3jedadg
“A30jouyoa) Jjo sadse xapdwod 10w Y Yum
SGuijeap szoSeuew Junodde 11oddns 01 J[qeesE
a1e  AdyT, ‘f1fe1dads  uasoyd
IRY1 Ul J[qB[IBAB UONEBIIIIID
Jo s[aa3] 1SaySIy Yyl 2AdYoE
01 310J32 pue own Juedyrudis
Po10AIP 3ABY ‘IDIAPE  [BIIUYDD)
sofes-a1d apiaoid oym ‘sisijerads
asaY L. ‘sasfjeidads  £10393e0
1npoid ur 31ssaur o1 jueyrodun
11 punoj oaaey om ‘s3uuagjo
901A19s pue 1dnpoid puedxs am sy

"A1puno,j pue
6-] woij 183 JIomIau SE [[om SE
pieyoeg-119|maq pue bedwo)
‘YN woiy sonpoid s8e1ols eiep

pus-ySiy yam 1007 Ul sSuuayo
su popuedxa QD ‘vontppe uf

‘s1onpoad ung
Jo sajes 1no 10ddns 01 papasu SUOHIEDNIIIND
93Uyl 2AJIYDE 03 SUEIIUYD3] PuB 3D10) SI|BS
o Juiuren ur paisaAul 2ABY am “JuduISIBE
ung oyl yim uomdauuod uj “plaocid [puueyd
JWIN[OA ISIIJ SWAISASOIdIN UNG Sem M (D
suonedridde yiomiou panquusip Zunioddns
s10Indwod JUSID UYL SE [[om SEB SUONIEIS jlom
PUE SI10A198 paseq-x1uf] Suipn[oul ‘SWaisAs 39|
-Anua sung apraoid 031 SWIISASOINA UNg Yim
swaaide Ayuiomadlou e paudis Auedwod oyl
‘1007 ul "s3uirzgjo npoad puas-ySiy su puedxa
03 SonUNUOd M (D SPP3U IAWO0ISND UO Paseq
X1 31onpoid Ino 2DUBYUS pue MIIAIL A[JUBISUOD
01 paau sy uialap ‘A[prdes sadueyd 4Sojouyda]

“32INOS 3UO JO 2DUIUIAUOD Y] YIm
suonnjos Adojouyds1 pueig-njnuw  ‘pajerdoiul
sopioid m@D ~uwonisodoid anjea Jurpdwod
B yum s1owoisnd apiacid s3urrzgjo 9d1aI1as
pue jonpoxd jo yidep pue yipearq s MdD

sSpNpoud pueaq-npl

*$I3WOISND INO
jo spasu 4A3ojouyodsl oY1 10§ 301n0sa1 dois-auo
e Juiuodsq jo [e0d Syl yum sSSULPDPO INo
UJPEOIQ 01 NULIUOD A\ SIIAIIS JO IFUer IpIm
e se [[om s s1onpoad Jo uonoajes [N e Juipnpoul
‘sTowIolsnd  Jno 10y suonnjos A3ojouydal
jo 2omos aarsusyardwoo e sopraoad Mad

SNOILNTOS ADOTONHDIL




We provide custom configuration services,
including hardware installation, software
loading, network server configuration, custom
image loading and asset tagging. These services
provide additional value to our customers by
reducing the cost and time necessary to deploy
new products into their existing technology
environment. Custom configurations continue
to grow in demand. We configured more than
1,400 units per day during 2001, an increase of
34 percent compared to 2000.

CDW’s outstanding distribution capabilities
ensure customers that products will be shipped
quickly and accurately. More than 99 percent
of in-stock credit approved orders, even orders
that require configuration, are shipped the same
day they are placed.

CDW provides its customers with telephone
technical support 24 hours a day, seven days a
week, 365 days a year.

In 2001, we expanded service offerings to
address the entire life cycle of technology
procurement by launching Technology Services
and Learning Solutions.

CDW’s Technology Services include a variety of
third-party offerings performed by more than a
dozen top name firms, including Compaq
Global Services and Unisys. We launched these
services in response to customers’ desire for a
single point of contact for product procurement
as well as technical support. Technology
Services includes planning, such as design
of local area networks (LAN) and wide
area networks (WAN); deployment, such
as on-site installation of hardware and
software; management, such as consulting

on system performance; support, such as
extended warranties; and transition, such as
equipment disposal.

CDW’s Learning Solutions coordinates a
comprehensive lineup of technology training
services through two leading training providers,
Productivity  Point  International  and
KnowledgeNet. Learning Solutions offerings
are designed to help technology professionals
update and develop their skills by offering
more than 1,000 courses. These courses include
vendor-authorized certification programs from

Microsoft, Cisco, Citrix and
others, as well as technical and
application courses and

customized technology training.
To best serve the varying needs of
our customers, course offerings
include instructor-led classes,
self-paced e-learning programs,
hands-on "e-labs" and live,
instructor-led Web casts.

Providing a one-stop resource for
both LT. products and services
gives us a competitive advantage
in the marketplace by meeting the

tull life cycle of our customers’
technology needs. These newly
mtroduced services accounted for a small
portion of CDW’s sales in 2001, and represent
an area of potential future growth.
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Our growth to date has been organic, and while
substantial opportunity for internally generated
growth exists, we are actively evaluating
external opportunities as well. We will consider
strategic acquisitions and alliances to increase
our business via an expanded customer base,
access to new products, or entering new
geographic markets.

Operational Excellence

CDW continues to successfully execute its
business model and to outperform competitors.
We have high quality, efficient operations based
upon technologically advanced inventory
management, logistics and distribution systems.

Each day, we ship approximately 25,000 boxes
through our state-of-the-art distribution center
(shown at right). We are ISO 9001:2000
certified and employ a rapid-turn inventory
model that produced 30 annualized inventory
turns while holding an average of $115 million
in physical inventory during 2001.

Our purchasing department sources product
from distributors as well as manufacturers,
focusing on achieving the best terms and
conditions, including pricing, vendor support
programs, and delivery. Our coworkers
increased the efficiency and effectiveness of
purchasing by implementing several significant
operational improvements during 2001. We
implemented enhancements to our datalab, the
online database that provides product attributes
and specifications to our customers and account
managers. We also benefited from adding
numerous vendors to EDI for both purchase
order processing and invoicing. In addition, we
completed an initiative to realize early pay
discounts from additional vendors.

We continually strive to enhance our operating
effectiveness, as well as help our customers
increase their efficiency. In 2001, our finance
and LT. teams worked together to provide
customers with electronic access to billing
information via their extranets. This gave
customers the ability to access their account
statements, view and print invoices, and obtain
contact information for their CDW credit
department representative.

Our sales model and commitment to
operational excellence have enabled CDW to
outperform the market in sales and profitability.
CDW achieved record sales of $3.96 billion in
2001, an increase of three percent over 2000.
We substantially outperformed the technology
industry, in which sales are estimated to have
declined by as much as 15 to 20 percent for
certain segments in 2001.

Our gross margins improved from 12.8
percent in 2000 to 13.3 percent in 2001,
and operating margins remained strong
at 6.8 percent despite substantial new
investments in infrastructure.

We continued to enhance our already
solid working capital position in 2001
with improvements in both accounts
receivable days and inventory turns.
CDW’s balance sheet is strong, with more
than $394 million in cash and no debt.
Our balance sheet provides an

outstanding platform as we position
CDW for continued growth.
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Selected Financial and Operating Data

(in thousands, except per share and selected operating data)

Year Ended December 31, 2001 2000 1999 1998 1997 1996 1295
Income Statement Data:
Net sales ~$ 3,961,545 $ 3,842,452 $ 2,561,239 $ 1,733,489 $1276929 § 927,895 § 628,721
Cost of sales 3,434,510 3,352,609 2,237,700 1,513,314 1,106,124 805,413 548,568
Grosspoft s7035 4BM843 313539 20175 170805 12248 8015y
Selling, administrative and net advertising expenses 258837 230,235 165,627 118537 90,315 64879 49175
Exit charge ! — — — — — 4,000 —
Income from operations o o 268,198 259608 157912 104,638 80490 53,603 30,978
Interest income, pet 12,637 9739 4931 4708 4289 3469 1973
Other income (expense), net (859) (690) (450) (335) 241) (188) 47
Income before income taxes . 279976 268,657 162,393 J10%,01t 84,508 56,884 32998
Income tax provision 111,290 106,388 64,308 43,170 33,507 22,484 12,939
Net income $ 168,686 $ 162,269 $ 98,085 $ 65841 § 510001 § 34400 § 20,059
Earnings per share:
Basic $ 1.97 $ 1.87 $ 1.14 $ 0.76 $ 059 § 040 % 0.24
Diluted $ 1.89 $ 1.79 $ 1.11 $ 0.76 $ 059 § 040 § 0.24
Weighted average number of common
shares outstanding:
Basic 85,803 87,003 86,270 86,124 86,100 86,100 84,104
Diluted 89,136 90,860 88,304 87,008 86,816 87,140 84,320
Selecied Operating Data:
Number of imvoices processed (0005 434 3810 294 2367 182 138 958
Merage imoicesize 8% S 1058 8 918 S 780§ 76 8 765§ 65
Commercial customers served (00057 37 39 28 246209 164 142
%ofsies tocommercal costomers ——_____97% %% 3% 8% _ $1% 8% 7%
Net sales per coworker (0006)  § 1436 § 164§ 1462 0§ 1392 § 140 0§ 1459 § 1364
Inventory turnover B B B ‘ 30 2 I | - R 21 3 2
Accounts receivable — days sales outstanding 29 32 33 32 25 23 22
December 31, 2001 2000 1999 1998 1997 1996 1995
Financial position:
Cash, cash equivalents, and marketable securiies ~~ § 394,381 § 202,621 § 82975 § 70688 § 79425 § 74952 - § S7169
Wokingeapial S 69586 S S6LET S MOIT S MAT0 S 1740 S 13614 § 907
Total assets B - $ 937,029 $ 748437 § 505915 $ 341,821 § 269641 5 198830 § 132929
Total debt and capitalized lease obligations o — = — B - = N - =
Shareholders’ equity o % 778657 § 636,251 $ 390984  § 270,763  § 199866 § 141,622 $ 106,161
Return on shareholders' equity * 24.7 % 31.0% 30.1% 282 % 29.8 % 282 % 26.0 %

'The exit charge provides for estimated costs associated with vacating the Company’s leased facility. See note 7 of notes to Consolidated Financial Statements.
‘Commercial customers is defined as public and corporate sector customers excluding consumers.
*Return on shareholders' equity is calculated as net income for the period divided by average shareholders' equity.
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Results of Operations

The following table sets forth for the periods indicated information derived from the
Company's consolidated statements of income expressed as a percentage of net sales:

Percentage of Net Sales
Years Ended December 31,

financial Resulis 2001 2000 1999
Net sales ‘ - T 1000%  1000% 100.0%
Cost of sales 86.7 87.2 87.4
Gross profit 133 12.8 12.6
Selling and administrative expenses 6.4 57 59
Net advertising expenses 0.1 0.3 0.6
Income from operations 6.8 6.8 6.1
Interest and other income 0.3 0.2 0.2
Income before income taxes 71 7.0 6.3
Income tax provision 2.8 2.8 2.5
Net income 4.3% 42% 3.8%

The following table sets forth for the periods indicated a summary of
certain of the Company’s consolidated operating statistics:

Years Ended Decembar 31,

Operating Statistics 2001 2000 1999
Z:?vﬁ of invoices processed D ﬁw\f.,_\mu T w‘M:‘o,Mmi o \Nwrﬁhwm
Average invoice size $ 964 $ 1,054 $ 918
Commercial customers served! 357,000 309,000 285,000
% of sales to commercial customers 97 % 96 % 93 %
Number of account managers, end of period 1,228 1,188 798
Annualized inventory turnover 30 28 23
Accounts receivable days sales outstanding 29 32 33
Direct web sales (000%) $615,316 $416,259 $163,441
Average daily unique website users 91,600 _ 82800 67,700

'Commercial customers represent public sector customers and corporate sector customers excluding consumers.

The following table presents consolidated net sales dollars by product
category as a percentage of total consolidated net sales dollars. Product
lines are based upon internal product code classifications. Product mix for
the years ended December 31, 2000 and 1999 has been retroactively
adjusted for certain changes in individual product categorization.

Analysis of Product Mix

Years Ended December 31,

2000 2080 1998

Notebook computers and accessories

147%  195%  19.6%

Desktop computers and servers 13.4 15.7 16.1
Subtotal computer products 28.1 352 357
Software 16.8 122 13.1
Data storage devices 14.5 13.8 14.0
Printers 12.9 114 124
Net/comm products 9.5 9.1 8.4
Video 8.4 77 7.1
Add-on boards/memory 4.3 6.0 5.0
Input devices 29 25 2.5
Supplies, accessories and other 2.6 21 1.8

Total

1000%  100.0% _ 100.0%

The following table represents the change in year-over-year consolidated
sales dollars by product categories for each of the periods indicated.
Product lines are based upon internal product code classifications. The
rates of change for the years ended December 31, 2000 and 1999 have
been retroactively adjusted for certain changes in individual product

categorization.

Years Ended Decembar 31,

Analysis of Produci Caiegory Growin 2001 2000 1999

Notebook computers and accessories

(229)%  489%  474%

Desktop computers and servers (12.1) 45.5 526
Subtotal computer products (18.1) 473 49.7
Software 41.5 392 447
Data storage devices 7.7 474 83.0
Printers 16.3 36.6 36.8
Net/comm products 6.2 61.9 34.9
Video 11.6 63.5 35.0
Add-on boards/memory (26.3) 79.1 82.0
Input devices 19.0 483 444
Supplies, accessories and other 26.1 86.2 1.6

3% S00%  478%
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Cooperative advertising reimbursements as a percentage of net sales remained constant in
2001 at 2.1%. Cooperative advertising reimbursements as a percentage of net sales may
decrease in future periods depending on the level of vendor participation achieved and
collection experience.

Consolidated operating income was $268.2 million in 2001, a 3.3% increase from $259.6
million in 2000. This increase was primarily a result of the increase in sales and gross margin
in 2001, partially offser by the increase in operating expenses. Consolidated operating
income as a percentage of net sales was 6.8% in both 2001 and 2000. Corporate segment
operating income was $245.5 million in 2001, compared to $245.9 million in 2000.
Corporate segment operating income increased as a percentage of net sales to 7.5% in 2001
from 7.2% in 2000, due to an increase in gross margin as a percentage of net sales, partially
offset by an increase in operating expenses as a percentage of net sales. The increase in
gross margin as a percentage of net sales resulted primarily from changes in product mix,
vendor incentives and the impact of software maintenance products and third party
services, which are recorded as net sales at the net amount to be retained by the Company.
Operating expenses increased as a percentage of net sales due to higher payroll costs and
higher occupancy costs resulting from additional sales offices and the warehouse facility
expansion. Public sector operating income was $22.7 million in 2001, a 65.7% increase
from §13.7 million in 2000, primarily due to the increase in sales. Public sector operating
income as a percentage of net sales was 3.3% in both 2001 and 2000.

Interest income, net of other expenses, increased to $11.8 million in 2001 compared to $9.0
million in 2000, primarily due to higher levels of cash available for investing offsetting a
decrease in the average rate of interest earned. The higher levels of cash were due to cash
flows from operations, primarily net income, a decrease in accounts receivable and tax
benefits from stock options and restricted stock transactions.

The effective income tax rate, expressed as a percentage of income before income taxes, was
39.75% in 2001 and 39.6% in 2000.

Net income in 2001 was $168.7 million, a 4.0% increase from $162.3 million in 2000.
Diluted earnings per share were $1.89 in 2001 and $1.79 in 2000, an increase of 5.6%. All
per share amounts have been adjusted to reflect the two-for-one stock split effected in the
form of a stock dividend paid on June 21, 2000.

Year Ended December 31, 2000
Compared to Year Ended December 31, 1999

Net sales in 2000 increased 50.0% to a record $3.842 billion compared to $2.561 billion in
1999. The Company experienced substantial sales growth in both of its business segments in
2000. Net sales by the Company’s public sector business grew 62.3%, increasing from $258
million in 1999 to $418 million in 2000. Net sales by the Company’s corporate sector grew
48.6% to $3.424 billion in 2000 compared to $2.304 billion in the prior year. The growth
in net sales for both segments is primarily attributable to an increase in active accounts and a
higher level of sales per active account. Net sales per active commercial account, defined as
public and corporate segment accounts transacting within the past twelve months, excluding

consumers, grew 43.0% in 2000. The Company believes that spending by
customers for networking and Internet capabilities, as well as post-Year
2000 projects, positively impacted net sales in 2000. Additionally, the
Company expanded its sales force by 48.9% in 2000 to 1,188 account
managers at December 31, 2000, enabling it to increase its customer base
and the level of sales per active customer.

The average selling price of desktop computers in 2000 increased 1.7%,
servers increased 15.9% and notebook computers increased 6.4%
from 1999.

Gross profit increased as a percentage of net sales to 12.8% in 2000,
compared to 12.6% in 1999. This increase was primarily the result of
higher selling margins achieved on certain product lines and increased
levels of vendor support programs.

Selling and administrative expenses decreased to 5.7% of net sales in 2000
versus 5.9% in 1999. This decline resulted from decreases in non-sales
payroll and related coworker costs, all as a percentage of net sales.
Increases in coworker productivity offset increased payroll and associated
costs related to expansion of the sales force. Approximately 77% of the
1,188 sales account managers at December 31, 2000 had fewer than 24
months experience and 58% had fewer than 12 months, as compared to
76% and 53% at December 31, 1999, respectively.

Net advertising expense decreased as a percentage of net sales to 0.3% in
2000 from 0.6% in 1999. Gross advertising expense increased $26.1
million in 2000 while decreasing as a percentage of net sales to 2.4%
versus 2.6% in 1999. The Company decreased catalog circulation and the
number of national advertising pages from the prior year, while increasing
its spending on branding, other direct marketing and electronic commerce
activities.

Consolidated operating income was $259.6 million in 2000, a 64.4%
increase from $157.9 million in 1999. This increase was primarily a result
of the increase in sales in 2000. Consolidated operating income as a
percentage of net sales increased to 6.8% from 6.1% in 1999. Corporate
segment operating income was $245.9 million in 2000, a 60.8% increase
from $152.9 million in 1999. This increase was primarily due to the
increase in sales in 2000. Corporate segment operating income increased
as a percentage of net sales to 7.2% in 2000, compared to 6.6% in 1999,
primarily due to the decrease in net advertising costs. Public sector
segment operating income was $13.7 million in 2000, a 176.4% increase
from $5.0 million in 1999. This increase was primarily due to the increase
in sales in 2000. Public sector segment operating income as a percentage
of net sales increased to 3.3% in 2000, compared to 1.9% in 1999,
primarily due to an increase in gross margin as a percentage of sales and
decreases in payroll costs and bad debts as a percentage of sales.
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related to the purchase of furniture, data processing and telephone equipment for the new
Chicago, HHlinois and Mettawa, Illinois sales offices and construction of the addition to the
Vernon Hills distribution center.

At December 31, 2001, the Company had a $5.4 million net investment in and loan to CDW
Leasing, L.L.C. ("CDW-L"). CDW-L is a joint venture that is S0 percent owned by each of
CDW Capital Corporation ("CDWCC"), a wholly-owned subsidiary of the Company, and
First Portland Corporation, an unrelated third party leasing company. The Company uses the
equity method to account for its investment in CDW-L. CDWCC is committed to loan up to
$10 million to CDW-L to fund new leases, of which $4.7 million is outstanding as of
December 31, 2001 and $4.2 million is subordinated to CDW-Is loan from a financial
institution. CDW-L has a $40 million financing commitment from a financial institution, of
which $19.6 million was outstanding and $20.4 remained available at December 31, 2001,
The financing commitment, collateralized by lease receivables, requires CDW-L to meet
certain financial covenants and is without recourse to CDWCC or the Company. Under the
terms of the financing agreements, CDW-Ls total loans outstanding and related terms were:

CDW Leasing, 1.1.C. Loans Outstanding and Related Terms

Interesi Outstanding Batance at
Type of Rate As of December 31, 2001
Lender _ Instyument Maturity December &.\wo& ] (in 000's) -
Financial Various Thru
Institution Term Note 11/26/03 5.76%-9.03% $ 15,600
Financial
Institution  Revolving Note 08/23/02 3.9375% $ 4,000
Payable on 6.876%

CDWCC  Subordinated Note ~ Demand (LIBOR + 5.0%) $ 4,200

Non-Subordinated ~ Payable on 4.076%
CDWCC Note Demand {LIBOR + 2.2%) $ 500
To ‘ . IO ¥

At December 31, 2001, the present value of CDW-Ls borrowing base was $27.2 million
and CDW-L was in compliance with all of the covenants under the agreement with the
financial institution,

In August 2001, Michael P. Krasny, the Chairman Emeritus, principal shareholder and
Director of the Company, Gregory C. Zeman, a Director and then Vice Chairman of the
Company, and Daniel B. Kass, Executive Vice President and a Director of the Company,
sold 10,562,500 shares of common stock through a secondary public offering at a price of
$40.00 per share. The Company did not receive any proceeds from the sale of shares and
the number of outstanding common shares was not impacted. The shares sold by M.
Zeman and Mr. Kass were acquired from Mr. Krasny through the exercise of options
previously granted to them pursuant to the MPK Stock Option Plan. The sale of shares by
Mr. Zeman and Mr. Kass resulted in the realization by the Company in the year ended
December 31, 2001 of an income tax benefit of approximately $43.5 million, of which

approximately $600,000 had been previously recorded to deferred taxes.
The incremental tax benefit of $42.9 million was recorded as an increase
to paid-in-capital. Additionally, the Company recorded incremental
payroll tax expense of approximately $1.6 million related to the option
exercise, which reduced diluted earnings per share by approximately
$0.01 per share.

The Company also received approximately $9.1 million as proceeds from
the exercise of stock options under the CDW Incentive Stock Option Plan
in 2001.

Recently Issued Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board issued Statements
of Financial Accounting Standards No. 141, “Business Combinations,”
and Statements of Financial Accounting Standards No. 142, “Goodwill
and Other Intangible Assets.” These statements currently have no impact
on the Company’s financial position or results of operations.

In October 2001, the Financial Accounting Standards Board issued
Statements of Financial Accounting Standards No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets.” This statement
supercedes Statements of Financial Accounting Standards No. 121, and is
effective for the Company in fiscal year 2002. The Company does not
believe that the adoption of this statement will have a material affect on
the Company’s future financial position or results of operations.

Certain statements included in Management’s Discussion and Analysis of Financial
Condition and Results of Operations such as those concerning the Company’s
sales growth, gross profit as a percentage of sales, advertising expense and
cooperative advertising reimbursements are forward-looking statements that
involve certain risks and uncertainties. Please see “Forward-looking Statements”
for a more detailed discussion of such forward-looking statements and related
risks and uncertainties.

Quantitative and Qualitative Disclosures About
Market Risk

The Company’s investments in marketable securities as of December 31,
2001 all macure before June 30, 2003 and are concentrated in U.S.
Government and Government Agency securities, Municipal Bonds and
Corporate Fixed Income securities. As such, the risk of significant changes
in the value of these securities as a result of a change in market interest
rates is minimal,
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Consolidated Statements of Income

(in thousands, except per share data)

Years Ended December 31,

; e e 2001 2000 e e 1999
Net sales $ 3,961,545 $ 3,842,452 $2,561,239
Cost of sales 3,434,510 3,352,609 2,237,700
Gross profit 527,035 489,843 323,539
Selling and administrative expenses 253,328 217,756 149,230
Net advertising expenses 35,509 12,479 16,397
Income from operations 268,198 259,608 157,912
Interest income 12,637 9,739 4931
Other expense, net (859) (690) (450
Income before income taxes 279,976 268,657 162,393
Income tax provision 111,290 106,388 64,308
Netincome % 168686 $ 162269 5 98085
Earnings per share

Basic $ 1.97 $ 1.87 $ 1.14

Diluted $ 1.89 $ 1.79 $ 1.11
Weighted average number of common shares outstanding

Basic 85,803 87,003 86,270

Diluted o 89,136 90,860 B 88304

The accompanying notes are an integral part of the consolidated financial statements.
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Consolidated Statements ol Cash Flows
(in thousands)
Years Ended December 31,
—— o e 2000 1998
Cash flows from operating aciivities:
Net income $ 168,686 $ 162,269 $ 98,085
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 15,383 10,478 6,788
Accretion of marketable securities (181) (2,930) (3,017)
Stock-based compensation expense 4,673 4,483 2,279
Allowance for doubtful accounts 2,500 2,700 1,115
Deferred income taxes (3,438) (1,866) (1,573)
Tax benefit from stock transactions 58,126 71,390 17,438
Changes in assets and liabilities:
Accounts receivable 16,519 (109,934) (78,997)
Miscellaneous receivables and other assets 3,360 (5,940) (1,673)
Merchandise inventory (8,915) 16,015 (61,825)
Prepaid expenses (495) (2,097) 38
Accounts payable 50,727 (9,576) 24299
Accrued compensation 1,468 (694) 11,060
Accrued income taxes and other expenses (5,734) 7,882 9,010
Accrued exit costs (275) (357) (496)
Net cash provided by operating activities 302,404 141,823 22,531
Cash flows from investing activities:
Purchases of available-for-sale securities (1,895,807) (116,398) (81,567)
Redemptions of available-for-sale securities 1,790,862 60,900 53,792
Purchases of held-to-maturity securities (94,249) (130,781) (50,020)
Redemptions of held-to-maturity securities 109,928 93,480 84,042
Investment in and advances to joint venture (23,579) (21,706} (7,650)
Repayment of advances from joint venture 24,323 22,489 1,131
Purchase of property and equipment (22,490) (33,015) (9,161)
Net cash used in investing activities (111,012) (125,031) (9,433)
Cash flows from financing activities:
Purchase of treasury shares (98,215) - —
Proceeds from exercise of stock options 9,136 7,125 2,419
Net cash (used in} provided by financing activities (89,079) 7,125 2,419
Net increase in cash 102,313 23917 15,517
Cash and cash equivalents - beginning of year 43,664 19,747 4,230
Cash and cash equivalents - end of year 8 145977 $ 43,664 19747
Supplemeniary disclosure of cash flow information:
Taxes paid % 66763 § 28679 § 41491
The accompanying notes are an integral part of the consolidated financial statements. B ;




www.cdw.com

FINANCIAL INFORMATION

1€

“SISE( UOIIEDYTIUIPI J1J103d$ € U0 10J PAjunodde
a1e SATIINDAS [[y "SauLndes Suipen ur 1saaut jou saop Auedwion) ay ], *Aunby s1apjoyareyg
jo uauodurod ajeredss e se papIodal ‘[eNEW Ji ‘S9sso Jo suref Suipjoy pazijearun
UNm On[ea Jiej I PapIoddl pue  d[es-I0j-d[qe[ieAe,, Se paljisse le Awmyew o1 pjoy
0] JUAIW 3 JABY 10U SI0p Auedwor) Ay YoIym 10j IO SILINIEW PIIEIS IABY I0U OP YIIYMm
SIMIINDIG 'S0 PIZIIOWIE 1B SANLINIAS Yons sp10dal pue  ‘Aumew-o3-ppy,, se Gunew
01 PJOY 01 JUAUI Y3 Sey 31 YoIyMm AIINJew PajeIs B iM SauLmIIS sayissed Auedwo) ayf,

S21UINIDS B|GeIN ey

*aseypand Jo aum I 1€ $53] JO SYIUOW 1Y) JO SHLINIEW [EUTSLO Yiiam paseydind sjusunsoaut
yses Aresodway pimby AjySry pue syueq w susodap [re spnjour syudjeamnbs yses pue ysen)

sjuajeAlnby yse) pue yse)

*s)[ds }205 959y} 103[J21 01 pAIsnpE UG IAEY SIIOU PUE SJUIWIEIS
[BIOUEBL 53y} UT P3UILIUOD SIUNOWE Pajeal pue areys 1ad [y 0007 ‘b1 dunf uo ssauisng
JO 350[0 3y 18 PIOIAI JO SIOPJOYIIBYS UOWIWOD [[E 03 (0T ‘I dun( uo pred puapliAlp 35018
© JO Woj 3y} U Patoayd Njds yo03s auo-10j-0m3 e parordde Auedurory ayy jo 101011 Jo
p1eog oy ‘0007 ‘7z 44y YO ‘6661 ‘S ABJA UO $SaUISN JO 3SO[ ) IB pI023I JO SIIP[OYRIEYS
uowwiod J[e 03 6661 ‘61 AL U0 djqeded puapiaip Yo0is € jo ULIO} dY) Ul PAYA 3G O3
jds 35015 du0-10§-0M] & paroxdde Aueduror) ay3 Jo s1039311(] JO prEog Ay ‘6661 0T [HdY UQ

‘01 0N Ul
papnpour st suoneanduiod areys-jod panyip pue dIseq Jo UOLEIDU0AI y pasuasaid spouad
[[& 10j SpOYIaW PaIn[Ip PUE Jiseq 3y} Y1oq Suisn paje[nd[ed dreys 3ad surused pasopsip sey
Auedwor) oy A[SuIp1025y *(871 SVHS) 2TeYS 13 sSuturey,, ‘g7 “ON SpIepuels Sununony
[EUBUL] JO JUAWIIEIS M UBPIOVE Ul dseys 1ad sSumres sarepnojed Auedwio)) oy,

aaeys 124 sbuiusey

“SAIBWITISI 350U} WOIJ JAJJIP P[NO SINSAI [eNIdY *SAOUIFURUOD
$SO] PUE SUOIJESUEI) JOPUdA ‘SILIOJUSAUT JO anjeA J[qezieas 1ou ‘saindsip 3unid pue
SUINI2T $I[BS ‘9qBAIIIAI SJUNOIDE [IJIGNOP J0J SIOUBMOJ[E IPT|OUI SUILIIEIS [BIOUBLL 383Y] Ul
soyeurnysa Juedyrudig -sporsad pantodar sy Suump sasuadxa pue sanuAN Jo sunowwe papodal
3y U SIUIWIEIS [BOUBUIJ Y} JO AIBP Y} JE SIMIIGeI] PUE SIISSE JUIZUNUOD JO ATSOISIP
pUE SauN[Iqel] PUE S13ssE JO SJUnowe panodas 3y 3093je Jey) suonduinsse pue SABLINS) urelssd
JO 3sn JAISUAXI ewr 0} JuswaGeurw sorMbay edLAWY Jo sAeIg pau) dyi ur padadde
Aqerouagd sopdounid Sununodde yim 3OUEPIOIIE UY SIUIWNEIS [eueuly Jo uonesedand oy

s1ewnss Jo asn

“UOTIEPI[OSU0D
Ul paleuIM[d dIe SHUNOXE Pue Suondesuer} Auedwodaul [y poyew Ambs oy
£q 10§ payunode st 7y T ‘Suisea A\D UT IUAUISIAUL Y, (7 AON) DT “BuIseT MAD
un 189103Ut 94,06 € sumo uonerodio)) [endeny A\ (D) "SIPWOISNI [BUOHEINPI PUE JUSWIUIIACS
BuiA1as U0 AAISN|OXI $35N20] U $AIAIAS pue spnpoid ASojouyda pajeps pue sindwod

pueiq-nnw s[Ps DM@ "uonesodio) [endey AQD PuT (HMAD) DUl WdwIM0Y

M0 ‘seueIpisqns paumo AJjoym su pue Ou] ‘s193u97) Jandwo)y A0 Jo
SIMO)IE 31 APNOUL SHISWIAEIS [ELOUBLY PAIEPIosucd Suikuedwodde ay],

UoI3ePIjOSUO) JO S3dNULY

suoneado Jo snsa1 Jo uomsod [enueuyy axmny s Auedwo?) gl
UO 10JJB [ELIANEW B JARY [[1M JUSLIAIEIS ST} JO uonndope 43 By} IA31[3q
10u saop Auedwor) ay] -7p(7 Tedk [edsy ur Auedwo)) Iyy 10§ AN
S1pue ‘771 "ON SPIEpUEIS SUnUNoY [EIUBUL] JO SIUIWIIeIS SIpaosadns
JudWIEIS SIYY SISy paar-3uo jo |esodsiq Jo Juowaredwy Iy
10§ 3UnUN0NY,, ‘pp] "ON SpIEPUEI§ JUNUNOIIY [EDUEUL] JO SIUIWAEIG
pansst preog SpIepuel§ Sununoxdy [EDUEUL] Yy ‘[(07 1G01Q Uf

suonesado Jo sinsa1 1o uomsod [ewueuy s Auedwo)) gy uo
1edur ou aABy APULIIND SYUAUIIEIS ISIYJ, SIS IqIueIU] 9YI() pue
[[Wpoon),, “zHT "ON SPIEpuEI§ SUnUNOIDY [EdUEUL] JO SIUIWAEIG puE
 SUOIBUIqUIOY) SSauIsng,, ‘T "ON SPIepuelg Sununoxy [enueury jo
SIUAWEIG Panss! pIeog sprepuelg Sununoxy fenueut] oyl ‘1007 Anf uf

SWRWRIUNOUO0Ld Bununoddy panss) Apuaisy

*3ATJISUDS JSOUI 3} 218 SINTATIIE FundyIew pue
sjuawofuerse Juisipueypraw pue aseyoind J0puss ‘uonenjes AIojusaur
‘uonrufodar anuasd1 Jo seare oy ur sanyjod Jununode sLuedwor)
oy “ropray [, “s1onpoad sy jo uonoword pue uonnquisip sseyand ‘gjes
ayy 03 rejar sanod Sununosoe uedyudis s Auedwor) sy, "sIuIWAEIS
[eUEUy pajepijosuod sy jo uoneredaid ayy ur pasn sanod Surunodoe
wedryrudrs 1sow s jo Arewrwns € mopaq siuasaid Auedwo) Ay

saljod Bunnunoddy wexubls o Arewwns g

*A12A1[3p-UO-USe JO] pue spied 1pan Lued
piy ySnomp Apewd spew are sajes sAuedwor) ay jo duUB[Eq Y,
*suia) 11pad Aep (¢ 1ou pajueid Ajeaid4y 91 SIWOISNI YING TIIOISND
ap jo Suens Jewueuy ayj uodn paseq SOUBISWNIID UIBLIID JIpUn
s1owo3snd 103035 dqnd pue a1esodiod 03 Mpand spusixd Auedwo]) ay

*SaIS 39U SN ‘WO YN )
pue worm@) YSnoxyy spnpoid syps pue syrew  Auedwo)
a3 ‘Ajjeuomppy  "BIUISNA ‘OUMOPSUBT Ul O SIS JUIUILIAOT e
pue siouny ‘03ed1y7) PUE 34015 Ofejng ‘EMENIJN UI SO SI[ES ‘SIOUT]f
‘S|[IH UOUIIA Ul Paedo] AIJIJEY WOOIMOYS PUE J33UD UONNGLISIP ‘AdIjj0
ae10diod paurquiod € wolj paonpuod st ssauisng Arewnd s Auedwor
Ay "salel§ paNun) Y u $aINAIS pue spnpoid AZojouyssr parefas
pue sxapndwod purIq-I[nu Jo INjIew 1P 15381 ays 1 ( Luedwor),
ay) ‘sauelpisqns SN yum A2Andof[od) ‘ouf ‘s:aua) andwo) MA@

ssaulsng 10 UonaIISAA *}

SLUBWILLLS |BIDURUIY PRLIRPIJOSUO) O SOION




The Company's marketable securities are concentrated in securities of the U.S. Government
and U.S. Government Agencies. Such investments are supported by the financial stability and
credit standing of the U. S. Government or applicable U. S, Government Agency.

Merchandise Inveniory

Inventory is valued at the lower of cost or market. Cost is determined on the first-in,
first-out method.

Property and Equipment

Property and equipment are stated at cost. The Company calculates depreciation using the
straight-line method with useful lives ranging from 2 to 25 years. Expenditures for major
renewals and improvements that extend the useful life of property and equipment are
capitalized. Expenditures for maintenance and repairs are charged to expense as incurred.

Revenue Recognition

The Company records revenues from sales transactions when title to products sold passes to the
customer. The Company's shipping terms dictate that the passage of title occurs upon receipt
of products by the customer. The majority of the Company’s revenues relate to physical
products and are recognized on a gross basis with the selling price to the customer recorded as
net sales with the acquisition cost of the product to the Company recorded as cost of sales. At
the time of sale, the Company also records an estimate for sales returns based on historical
experience. Software maintenance products, third party services and extended warranties sold
by the Company (for which the Company is not the primary obligor) are recognized on a net
basis in accordance with SAB 101, “Revenue Recognition” and EITF 99-19, “Reporting
Revenue Gross as a Principal versus Net as an Agent”. Accordingly, such revenues are
recognized in net sales either at the time of sale or over the contract period, based on the nature
of the contract, at the net amount retained by the Company, with no cost of goods sold. In
accordance with EITF 00-10, “Accounting for Shipping and Handling Fees and Costs”, the
Company records freight billed to its customers as net sales and the related freight costs as a cost
of sales. Vendor rebates and price protection are recorded when earned as a reduction to cost
of sales or merchandise inventory, as applicable.

Advertising

Adpvertising costs are charged to expense in the period incurred. Cooperative reimbursements
from vendors, which are earned and available, are recorded in the period the related advertising
expenditure is incurred. The following table summarizes advertising costs and cooperative
reimbursements for the years ended December 31, 2001, 2000 and 1999, respectively
(in thousands):

B 20019 2000 1999
Gross advertising expenses $ 87352 $ 91,29 $ 65217
Less: cooperative reimbursements (81,843) (78,817) (48,820)
Net advertising expenses $ 5509 $ 12,479 § 16,397

IIJ

Stocl-Based Compensation

In accordance with Statement of Financial Accounting Standards No. 123,
“Accounting for Stock Based Compensation” (SFAS 123), the Company
accounts for its stock-based compensation programs according to the
provisions of Accounting Principles Board Opinion No. 25, “Accounting for
Stock Issued to Employees.” Accordingly, compensation expense is
recognized to the extent of employee or director services rendered based on
the intrinsic value of compensatory options or shares granted under the
plans. See Note 9 for disclosure of the Company's stock-based compensation
plans in accordance with SFAS 123,

Fair Value of Financial Instruments

The Company estimates that the fair market value of all of its financial
instruments at December 31, 2001 and 2000 are not materially different
from the aggregate carrying value due to the short-term nature of these
mnstruments.

Treasury Shares

The Company intends to hold repurchased shares in treasury for general
corporate purposes, including issuances under various employee stock
option plans. The Company accounts for the treasury shares using the cost
method.

3. Marketable Securities

The amortized cost and estimated fair values of the Company's investments
in marketable securities at December 31, 2001 and 2000 (in thousands)
were:

Gross Unrealized

Estimated Holding Amortized

Security Type Fair Value Gains Losses Cost
December 31, 2001
Available-for-sale:

U.S. Gov't. and Gov't.

agency securities $133,718 $573 $ — $133,145

Municipal bonds 58,755 — — 58,755

Total available-for-sale 192,473 573 - 191,900
Held-to-maturity:

U.S. Gov't. and Gov't.

agency securities 44271 140 — 44,131

Corporate fixed

income securities 12,437 64 — 12,373

Total held-to-maturity 56,708 204 — 56,504
Total marketable securities  $249,181 $777 $ — $248,404

Table continues on the following page.
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holding costs, the estimated costs of restoring the building ¢ its original condition and certain
asset write-offs resulting from the relocation. During 2001, 2000 and 1999, the Company
charged approximately $565,000, $357,000 and $496,000 against the exit accrual,
respectively, These amounts include cash payments for rent, real estate taxes and restoration,
net of sublease payments.

The Company has occupied a portion of the Buffalo Grove facility since 1999 and continues
to do so. In 2001, the Company recorded an additional $290,000 pre-tax charge to operating
results to cover additional exit costs anticipated by the Company relating to its leased Buffalo
Grove facility. The Buffalo Grove lease term expires in December, 2003. The Company will
continue to evaluate the future use of the warehouse space and will continue to adjust the
remaining exit liability as necessary.

8. Income Taxes

Components of the provision (benefit) for income taxes for the years ended December 31,
2001, 2000 and 1999 consist of (in thousands):

2001 2000 1999
Current:
Federal $ 95,503 $ 89,520 $54,135
State 19,224 18,734 11,746
Total current 114,727 108,254 65,381
Deferred (3,437) (1,366) (1,573)
Provision for income taxes $111,290 $106,388 $64,308

The current income tax liabilities for 2001, 2000 and 1999 were reduced by $58.1 million,
$71.4 million and $17.4 million, respectively, for tax benefits recorded directly to paid-in
capital relating to the exercise and vesting of shares pursuant to the CDW Stock Option Plan,
the MPK Stock Option Plan and the MPK Restricted Stock Plan.

The reconciliation between the statutory tax rate expressed as a percentage of income before
income taxes and the actual effective tax rate for 2001, 2000 and 1999 is as follows:

2001 2000 1999
mmeSQ federal income tax rate 35.0% 35.0% 35.0 %
State taxes, net of federal benefit 43 4.5 4.6
Other 0.5 0.1 0.0

Total 39.8 % 396% 396 %

The tax effect of temporary differences that give rise to the net deferred
income tax asset at December 31, 2001 and 2000 are presented below (in

thousands):
o Cowe am
Current:
Accounts receivable $ 4,463 $ 3,364
Payroll and benefits 2,974 2,621
Merchandise inventory 583 438
Accrued expenses 1,020 313
Subtotal current 9,040 6,736
Non-current:
Employee stock plans 6,332 5,514
Exit charge 635 745
Property and equipment (37 199
Other 843 181
Subtotal non-current 7,773 6,639
Net deferred tax asset $16,813 $13,375

The portion of the net deferred tax asset relating to employee stock plans
results primarily from the MPK Stock Option Plan and compensatory stock
option grants under the CDW Stock Option Plans. Compensation expense
related to these plans is deductible for income tax purposes in the year the

options are exercised.

Although realization is not assured, management believes, based upon
historical taxable income, that it is more likely than not that all of the

deferred tax asset will be realized.
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MPIK Siock Option Plan

Effective December 31, 1992, the Company's then majority shareholder established the
MPK Stock Option Plan pursuant to which he granted non-forfeitable options to certain
officers to purchase 16,573,500 shares of common stock owned by him at an exercise
price of §.004175 per share. Options were exercised as follows:

Transaction Year Number of Options Exercised

1994 , 1,844,892
1995 1,353,258
1997 545,746
1998 659,752
1999 1,743,992
2000 4,180,888
2001 2,751,732

Options for 2,731,240 shares for the two remaining participants are exercisable as of
December 31, 2001 and the remaining 762,000 become exercisable on December 31,
2002.

MPK Restricted Stock Plan

Effective upon the closing of the Company’s initial public offering in 1993, the then
majority shareholder established the MPK Restricted Stock Plan. Pursuant to this plan,
such majority shareholder allocated 2,674,416 shares of his common stock to be held in
escrow for the benefit of those persons employed by the Company as of December 31,
1992. The number of shares allocated to each employee was dependent upon the
employee's years of service and salary history. As a result of these grants, which
provided for vesting based upon continuous employment with the Company or its
subsidiaries through January 1, 2000, the Company recorded a capital contribution and
offsetting deferred charge of approximately $2.8 million for uncarned compensation
equal to the number of shares granted, times $1.0425 per share.

The Company filed a Registration Statement on Form S-3, which was effective on
February 7, 1997, to modify the terms of the MPK Restricted Stock Plan and provide
participants the option to accelerate the vesting on 25% of their shares in exchange for
the extension of the vesting period on their remaining shares through 2003. Under the
terms of this modification, participants who elected the acceleration were granted
options by the Company equal to the number of shares which became vested with an
exercise price of $14.75 per share, the market price of the stock on the acceleration date.

As of December 31, 2001, 660,236 shares were outstanding under the modified terms,
of which 330,118 shares vested on January 1, 2002 with the remaining shares vesting
on January 1, 2003,

MPK Stock Plans, Tax Benefits

The exercise and vesting of shares pursuant to the MPK Stock Option Plan, MPK
Restricted Stock Plan and the CDW Incentive Stock Option Plan resulted in the

realization by the Company of tax benefits of $59.2 million in 2001, $72.5
million in 2000 and $17.8 million in 1999, of which $1.1 million, $1.1
million and $0.4 million, respectively, were previously recorded in deferred
taxes. The incremental tax benefits of $58.1 million in 2001, $71.4 miltion
in 2000 and $17.4 million in 1999 were recorded to paid-in capital.

Restricted Stocl

On January 28, 2001, the Company granted a restricted stock award of
100,000 shares of common stock to its Chairman and Chief Executive
Officer that will vest in equal annual installments on the first four
anniversaries of the date of grant. Compensation expense related to this
restricted stock award is recognized over the vesting period.

10. Earnings Per Share

At December 31, 2001, the Company had outstanding common shares
totaling 85,573,742. The Company has also granted options to purchase
common shares to the coworkers of the Company as discussed in Note 9.
These options have a dilutive effect on the calculation of earnings per
share. The following table is a reconciliation of the numerators and
denominators of the basic and diluted earnings per share computations as
required by SFAS 128.

Years Ended December 31,
(in 000's except per share data)

2009 2000 1909

Basic earnings per share:
Income available to common

shareholders (numerator) $168,686 $162,269 $ 98,085
Weighted average common

shares outstanding (denominator) 85,803 87,003 86,270
Basic earnings per share ) $ 197 $ 187 $ 114
Diluted earnings per share:
Income available to common

shareholders (numerator) $168,686 $162,269 $ 98,085
Weighted average common

shares outstanding 85,803 87,003 86,270
Effect of dilutive securities:

Options on common stock 3,333 3,857 2,034
Total common shares and

dilutive securities (denominator) 89,136 90,860 88,304
Diluted earnings per share $ 189  § 179 $§ 111
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The Company’s corporate segment provides purchasing, merchandising, accounting,
information technology, marketing, distribution and fulfillment services to the public sector
Certain elements of gross margin and operating expenses are subject to
intercompany service agreements which provide for, among other things, a mark-up on
intercompany sales and allocation of indirect expenses such as occupancy, operations and
other support, payroll, training and benefits. The table below presents information about the
Company’s reportable segments:

segment.

Year Endad December 39, 2001 (in 000's)

Corporate Public Sactor Eliminations Consolidaied
External
customer sales $3,280,632 $680,913 $ — $3,961,545
Transfers between
segments 619,819 — (619,819) —
Total sales $ 3,900,451 $680,913 $(619,819) $3,961,545
Operating income $ 245,539 $ 22,659 — $ 268,198
Net interest income and other 11,778
Pretax income $ 279,976
Total assets $ 920,993 $ 62,168 $ (46,132) $ 937,029

Year Ended December 31, 2000 (in 000')
_ Corporate Public Sector Eliminations Consolidated
External
customer sales $3,424173 $418,279 $ — $3,842,452
Transfers between
segments 382,469 — (382,469) —
Total sales $3,806,642 $418,279 ${ 382,469) $3,842,452
Operating income $ 245872 $ 13,736 — $ 259,608
Net interest income and other 9,049
Pretax income $ 268,657
Total assets $ 741,428 $ 40,060 $ {33,051) § 748437
Year Ended December 31, 1699 (in 000s)

Corporate Public Sector Eliminations Consolidated
External
customer sales $2,303,557 $257,682 $ — $2,561,239
Transfers between
segments 231,456 — {231,456) —
Total sales $ 2,535,013 $257,682 $(231,456) $2,561,239
Operating income $ 152,943 $ 4,969 — $ 157,912
Net interest income and other 4,481
Pretax income $ 162,393
Total assets $ 508,303 $ 19,238 $ (21,626) $ 505,915

The Company’s assets are primarily managed as part of the corporate
segment, including all property, equipment and inventory. As a result,
capital expenditures and related depreciation are immaterial for the public
sector segment. The public sector segment assets consist principally of cash
and cash equivalents, accounts receivable, including intercompany
accounts, and property and equipment.

Sales, operating expenses and income relating to the Company’s
investment in CDW Leasing, L.L.C., accounted for under the equity
method, are immaterial to the Company as a whole and are evaluated by
management for making operating decisions and allocating resources as
part of the corporate segment.

The following schedule presents net sales dollars by product category for
all segments as a percentage of total net sales dollars. Product lines are
based upon internal product code classifications. Product mix for the years
ended December 31, 2000 and 1999 has been retroactively adjusted for
certain changes in individual product categorization.

Analysis of Product Mix
Years ended Decembear 31,

L 2001 2000 1699
Notebook computers and accessories 14.7 % 19.5 % 19.6 %
Desktop computers and servers 134 15.7 16.1
Subtotal computer products 281 352 357
Software 16.8 12.2 131
Data storage devices 14.5 13.8 14.0
Printers 129 114 124
Net/comm products 9.5 9.1 8.4
Video 8.4 77 71
Add-on boards/memory 43 6.0 50
Input devices 29 2.5 25
Supplies, accessories and other 26 21 18
Total 100.0 % 100.0 % 100.0 %

No single customer accounted for more than 1.0% of net sales in 2001,
2000, or 1999. Less than 1.0% of the Company’s revenues are comprised
of sales to customers outside of the United States.
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Management's Responsibility for Financial Statements

Management is responsible for the preparation, integrity and objectivity of the consolidated financial statements and other financial information presented in this report.
The accompanying consolidated financial statements were prepared in accordance with accounting principles generally accepted in the United States of America, applying
certain estimates and judgments as required.

CDW Computer Centers, Inc.’s internal controls are designed to provide reasonable assurance as to the integrity and reliability of the financial statements and to adequately
safeguard, verify and maintain accountability of assets. Such controls are based on established written policies and procedures, are implemented by trained, skilled personnel
with an appropriate segregation of duties and are monitored through a comprehensive business process assurance program. These policies and procedures prescribe that the
Company and all its employees are to maintain the highest ethical standards and that its business practices are to be conducted in a manner which is above reproach.

PricewaterhouseCoopers LLP, independent auditors, are retained to audit CDW Computer Centers, Inc.’s financial statements. Their accompanying report is based on audits
conducted in accordance with auditing standards generally accepted in the United States of America; which include the consideration of the Company’s internal controls to
establish a basis for reliance thereon in determining the nature, timing and extent of the audit tests to be applied.

The Board of Directors exercises its responsibility for these financial statements through its Audit Committee, which consists entirely of independent non-management Board
members. The Audit Committee meets periodically with the independent auditors and with the Company’s Business Process Assurance manager, both privately and with
management present to review accounting, auditing, internal controls and financial reporting matters,

Goasze A,

John A. Edwardson Harry J. Harczak, Jr.
Chairman and Chief Executive Officer Executive Vice President

Report of Independent Accountants

The Board of Directors
CDW Computer Centers, Inc. © Vernon Hills, lllinois

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of income, shareholders' equity and cash flows present fairly, in all
material respects, the financial position of CDW Computer Centers, Inc. and Subsidiaries (the “Company”) at December 31, 2001 and 2000, and the results of their
operations and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibility of the Company's management; our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the United States of America, which require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

Chicago, lllinois
January 18, 2002
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