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INSIGHT ENTERPRISES, INC.

FORWARD-LOOKING STATEMENTS

Certain statements in this Annual Report on Form 10-K, including statements in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in Part II, Item 7 of this report, are forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking
statements may include: projections of matters that affect net sales, gross profit, operating expenses, earnings from
continuing operations, non-operating income and expenses, net earnings or cash flows, cash needs and the sufficiency of
our capital resources and the payment of accrued expenses and liabilities; the effect resulting from changes being
implemented by our largest software partner to elements of our channel incentive programs; our business strategy and
our strategic initiatives, including the launch of new product and services offerings in international markets; effects of
acquisitions or dispositions; projections of capital expenditures; plans for future operations and acquisitions; the
availability of financing and our needs or plans relating thereto; the effect of new accounting principles or changes in
accounting policies; the effect of guaranty and indemnification obligations; projections about the outcome of ongoing tax
audits; statements related to accounting estimates, including estimated stock-based compensation award forfeitures, the
timing of the payment of restructuring obligations and the realization of deferred tax assets and the resolution of
uncertain tax positions; our positions and strategies with respect to ongoing and threatened litigation; our ability to grow
sales to new and existing clients and increase our market share and the resulting effect on our results of operations and
profitability; our plans to grow our sales team; the timing of the effect of our initiatives to expand our international
product and services offerings; our plans to consolidate and upgrade our IT systems, including the timing and costs
relating thereto; the sufficiency of our facilities; our intentions relating to future stock repurchases; the possibility that we
may take future restructuring actions; our intentions to reinvest foreign earnings; our plans to use cash flow from
operations to pay down debt and make capital expenditures; our exposure resulting from off-balance sheet arrangements;
statements of belief; and statements of assumptions underlying any of the foregoing. Forward-looking statements are
identified by such words as “believe,” “anticipate,” “expect,” “estimate,” “intend,” “plan,” “project,” “will,” “may” and
variations of such words and similar expressions and are inherently subject to risks and uncertainties, some of which
cannot be predicted or quantified. Future events and actual results could differ materially from those set forth in,
contemplated by, or underlying the forward-looking statements. There can be no assurances that results described in
forward-looking statements will be achieved, and actual results could differ materially from those suggested by the
forward-looking statements. Some of the important factors that could cause our actual results to differ materially from
those projected in any forward-looking statements include, but are not limited to, the following:
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e our reliance on partners for product availability and competitive products to sell as well as our competition with
our partners;

e our reliance on partners for marketing funds and purchasing incentives;

e  disruptions in our information technology systems and voice and data networks, including risks and costs
associated with the integration and upgrade of our IT systems;

o  general economic conditions, including concerns regarding our ability to collect our accounts receivable and
client credit constraints;

e -~ actions of our competitors, including manufacturers and publishers of products we sell;

e changes in the IT industry and/or rapid changes in product standards;

e failure to comply with the terms and conditions of our commercial and public sector contracts;

e  stockholder litigation and regulatory proceedings related to the restatement of our consolidated financial
statements;

e the availability of future financing and our ability to access and/or refinance our credit facﬂltles

e the security of our electronic and other confidential information;

e the variability of our net sales and gross profit;

e the risks associated with our international operations;

e exposure to changes in, interpretations of, or enforcement trends related to tax rules and regulatlons

e our dependence on key personnel; and

o intellectual property infringement claims and challenges to our registered trademarks and trade names.

Additionally, there may be other risks that are otherwise described from time to time in the reports that we file with
the Securities and Exchange Commission. Any forward-looking statements in this report should be considered in light
of various important factors, including the risks and uncertainties listed above, as well as others. We assume no
obligation to update, and do not intend to update, any forward-looking statements. We do not endorse any projections
regarding future performance that may be made by third parties.
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PARTI

Item 1. Business
General
Insight Enterprises, Inc. (“Insight” or the “Company”) is a global provider of information technology (“IT”)

hardware, software and service solutions to businesses and public sector clients. The Company is organized in the
following three operating segments, which are primarily defined by their related geographies:

: % of 2010
Operating Segment*  Geography Consolidated Net Sales
North America United States and Canada 70%
EMEA Europe, Middle East and Africa ' 27%
APAC Asia-Pacific 3%

* Additional detailed segment and geographic information can be found in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” in Part II, Item 7 and
in Note 18 to the Consolidated Financial Statements in Part II, Item 8 of this report.

We help companies design, enable, manage and secure their IT environments with our process knowledge, technical
expertise and product fulfillment and logistics capabilities. Our management tools, capabilities and expertise make
designing, deploying and managing IT solutions easier while helping our clients control their IT costs. Insight has
locations in 21 countries, and we serve clients in 191 countries with software provisioning and related services,
transacting business in 18 languages and 14 currencies. Currently, our offerings in North America and the United
Kingdom include IT hardware, software and services. Our offerings in the remainder of our EMEA segment and in
APAC are almost entirely software and select software-related services. On a consolidated basis, hardware, software and
services represented 53%, 42% and 5%, respectively, of our net sales in 2010, compared to 50%, 44% and 6%,
respectively, in 2009,

We were incorporated in Delaware in 1991 as the successor to an Arizona corporation that commenced operations in
1988. Our corporate headquarters are located in Tempe, Arizona. We began operations in the U.S., expanded into
Canada in 1997 and into the United Kingdom in 1998. In 2006, through our acquisition of Software Spectrum, Inc.
(“Software Spectrum”), we expanded deeper into global markets in EMEA and APAC, where Software Spectrum
already had an established footprint and strategic relationships. In 2008, through our acquisitions of Calence, LLC
(“Calence”) in North America and MINX Limited (“MINX”) in the United Kingdom, we enhanced our global technical
expertise around higher-end networking and communications technologies, as well as managed services and security. As
part of our focus on core elements of our growth strategy, in 2007 we sold PC Wholesale, a seller of IT products to other
resellers in the U.S., and in 2006 we sold Direct Alliance Corporatlon (“Direct Alliance™), a business process
outsourcing provider in the U.S.

Business Strategy

Our strategic vision is to be the trusted advisor to our clients, helping them enhance their business performance
through innovative technology solutions. With the continual emergence of new technologies and technology solution
options in the IT industry, we believe businesses continue to seek technology providers to supply value-added advice to
help them identify and deploy IT solutions. We believe that Insight has a unique position in the market and can gain
profitable market share and provide enhanced value to our clients. We have a multi-partner approach (we refer to our
suppliers as “partners” and our employees as “teammates”) and excel at providing broad product selection at competitive
prices through an efficient supply chain. We have deeper services and solutions capabilities than many of our
competitors, we are the only value-added reseller with a multi-national footprint, and our client base covers a broader
cross-section of clients than many of our competitors.
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To further refine our strategic focus and strengthen our execution and operational effectiveness, Insight is focused
on four strategic initiatives:

Strengthen the foundation of our business;

Continue to expand our higher-margin services offerings;
Expand our hardware offerings in select global markets; and
Integrate our IT systems.

Strengthen the foundation of our business. Insight’s core business is providing IT hardware, software and services
to large, medium and small businesses and public sector institutions. We believe that what differentiates Insight from
our competitors is: :

e  Our Scale and Reach — we had $4.8 billion in net sales in 2010 and have sales and distribution capabilities
in 21 countries. '

e Our People — we have 5,115 teammates worldwide, including over 1,000 skilled, certified services

r professionals.

e Our Business Foundation — we have a broad offering of hardware and software products, with access to
over $3 billion in virtual inventory, efficient supply chain execution and customizable e-commerce
capabilities.

e Our Breadth and Depth of Services — we have developed services capabilities focused on managed services
and professional and consulting services, which are particularly strong in the United States and the United
Kingdom.

e Our Partnerships and Clients — we have a multi-partner approach with over 5,000 partnerships with
manufacturers and publishers and over 70,000 commercial and public sector clients globally.

In order to strengthen the foundation of our business, we are refocusing our North America business on our
traditional core. Through our new North America sales engagement model, we have created a single, geographically
aligned sales and delivery organization which is focused on organic, profitable growth and market share gain. Key .
components of the new mode] include:

o Alignment of Sales Teams and Clients — we defined and mapped our current U.S. resources and clients into
three regions: East, Central, West, and because of its unique characteristics, a separate Public Sector unit.

e  Alignment with Partners — we redefined our client groups to help ensure our sales strategies are in sync
with our partners.

e  Training — we designed and implemented training programs for our sales managers, directors and pre-sales
support to ensure that all sales teammates have access to expertise across our product offerings.

e  Operational Excellence — we adopted metrics and a new management system to track our performance and

. implemented a weekly management commitment process to ensure we have real time visibility into our

business and to ensure resources are aligned to drive results.

We are also focusing on selling into a specific set of targeted clients that are part of our total addressable market, or
as we call it, our TAM. In North America, we are putting particular focus on commercial and corporate clients, and in
EMEA and APAC, we continue to focus on increasing our share of the middle market and public sector client groups.
We are addressing these opportunities to grow market share by continuing to invest in our sales teams in EMEA and
APAC and by growing the sales teams in North America and investing in enhanced training initiatives.

In addition to our focus on new clients, we seek to increase our share of our current clients” annual IT budgets. We
are investing in focused training programs in North America to ensure our sales teammates are able to sell across our
broad portfolio of offerings and we are implementing the management system necessary to track our progress. As we
launch our new IT system in EMEA, we intend to deploy similar programs as necessary to ensure we are able to bring
our new hardware capabilities to our existing clients in additional markets. Our operating model allows us to tailor
offerings based on the size and complexity of our client. Accordingly, we believe that there are opportunities for Insight
to expand our relationships with our existing clients and increase the types of products and services that each of our
existing clients buys from us.

We are also implementing operational excellence and execution initiatives, such as establishing clear roles and
accountabilities for all teammates and aligning compensation models and business processes to ensure our productivity
improves across our business. We believe that by gaining a clear understanding of baseline productivity performance in
our business, we will be better positioned to rationalize investments and achieve better scale on our cost structure as our
business grows.
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Further, to continue to enhance our core business, we intend to seize growth opportunities in new technologies. As
manufacturers, publishers and service providers develop new technologies and as new ways of buying and supplying
technology take hold, we are committed to taking advantage of and leveraging these opportunities. In North America,
we are building an “as-a-service” aggregation portal (or cloud portal) linked to Insight.com to take advantage of
opportunities such as “Software as a Service” (“SaaS”). As an aggregator, we are designing our portal to enable the
procurement, delivery, billing, administration and support of on-demand services provided through the cloud. We are
planning to bring this solution to the market during 2011.

Additionally, we are strengthening our partnerships to ensure we deliver value to our partners and increase partner
access to target clients. By aligning more closely with our partners, we expect to gain market share and i improve our
profitability by optimizing partner incentive programs. We are focused on understanding our partners’ objectives and
developing plans and programs to grow our mutual businesses. We measure partner satisfaction regularly and hold
quarterly business reviews with our largest partners to review business results from the prior quarter, discuss plans for
the future and obtain feedback. Additionally, we host annual partner conferences in North Amerlca EMEA and APAC
to articulate our plans for the upcoming year.

f

Continue to expand our higher-margin services offerings. While Insight’s business was built on hardware and
software product sales that are the foundation of many of our client relationships today, we believe our strong services
capabilities differentiate Insight in the marketplace and enhance our profitability. We offer certain standard and
customized solutions to our clients through our managed and professional and consulting services capabilities. While
these capabilities are most developed in our United States business, we are growing our capabilities in the United
Kingdom and plan to selectively launch the offering of such services in other countries in our EMEA segment and in
Canada.

Managed services, which enable a client to drive improved efficiency and generate cost savings by outsourcing non-
core IT capabilities, are among our most advanced capabilities. This allows internal IT departments to focus on more
value-add activities. Insight’s managed services capabilities currently available in the United States include:

e  World-class Network Operations Center (“NOC”), with
o 24/7 operations and
o Best-in-class management tools
SaaS
Complete integration services
Software asset management
Managed warranty solutions
Help desk support
Complete end-of-life asset management, including asset disposal, redeployment and remarketing

Our professmnal and consulting services help clients manage and deploy IT assets within their environments to
., minimize the total cost of ownership. Insight’s professional and consulting services capabilities include:

e  Strategy, assessment and implementation services around
o Infrastructure/Security
o Data Center
o Software
o Collaboration .
¢  Broad technology deployment

Our team is composed of over 1,000 professionals with approximately 3,000 certifications and dehvers services
using a proprietary methodology and dedicated project management office.

Expand our hardware offerings in select global markets. Currently, our offerings in North America and the United
Kingdom include IT hardware, software and services. Our offerings in the remainder of our EMEA segment and in
APAC are almost entirely software and select software-related services. We intend to continue to offer global software
licensing and related asset management services, as we believe these global capabilities meaningfully differentiate us
from our competltors In addition, we are planning to selectively expand our core hardware capabilities into other
existing countries in our European footprint. We expect to introduce hardware sales in selected countries in Europe upon
the development of IT systems capabilities in our EMEA operating segment. The roll out is planned to occur in phases,
and we expect a positive contribution to our financial results beginning in 2012. In addition, we are expanding our
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service partner network in the United Kingdom and Canada (where we currently offer the full suite of Insight
capabilities) to further augment capabilities to deliver select managed and professional and consulting services.

In other countries where we will not expand beyond software, we intend to continue to enhance our software
offerings by introducing SaaS$ solutions, expanding our software services capabilities, and extending our client reach
with medium-sized businesses and public sector clients. In addition, we will maintain our global software capabilities
differentiation in supporting our multinational clients. »

For a discussion of risks associated with international operations, see “Risk Factors — There are risks associated with
our international operations that are different than the risks associated with our operations in the United States, and our
exposure to the risks of a global market could hinder our ability to maintain and expand international operations,” in Part
I, Item 1A of this report. L

Integrate our IT systems. One of our North America segment’s key initiatives is to improve its IT infrastructure in
order to fully leverage our core capabilities. As part of this initiative, we intend to consolidate systems and remove
oéerational barriers created by the multiple IT environments inherited in past business acquisitions. We believe this
systems integration will drive operational efficiency and simplify engagement among our teammates and with our clients
and our partners. k

Integrating our current systems will:

Provide a consistent interface for our clients, partners and teammates;

Facilitate the alignment of business processes and resources to support the engagement model;

Simplify account management by consolidating to one Customer Relationship Management (CRM) tool;
Improve productivity by streamlining process, applications and infrastructure;

Improve data integrity and simplify access to information to enhance the speed, accuracy and completeness of
responses to our clients and partners;

Improve our ability to bring the full set of product and solution offerings to our clients; and

e  Provide a common IT platform from which to grow in future years.

Our plan is to fully integrate our IT systems in North America onto an integrated platform over the next two years.
Significant internal and external resources have been devoted to the successful completion of this project.

We are also in the process of converting our EMEA operations to a new IT system platform that will allow us to
expand our sales of hardware and services, in addition to software, to clients in that region to promote future sales and
profit growth.

Hardware, Software and Services Offerings

Hardware Offerings. We currently offer our clients in North America and the United Kingdom a comprehensive
selection of IT hardware products. We offer products from hundreds of manufacturers, including such industry leaders
as Hewlett-Packard (“HP”), Cisco, Lenovo, IBM, Panasonic and American Power Conversion Corporation. Our scale
and purchasing power, combined with our efficient, high-volume and cost effective direct sales and marketing model,
allow us to offer competitive prices. We believe that offering multiple partner choices enables us to better serve our
clients by providing a variety of product solutions to best address their specific business needs. These needs may be
based on particular client preferences or other criteria, such as real-time best pricing and availability, or compatibility
with existing technology. In addition to our distribution facilities, we have “direct-ship” programs with many of our
partners, including manufacturers and distributors, allowing us to expand our product offerings Without increasing
inventory, handling costs or inventory risk exposure. As a result, we are able to provide a product offering with billions
of dollars of products in virtual inventory. Convenience and product options among multiple brands are key competitive
advantages against manufacturers’ direct selling programs, which are generally limited to their own brands and may not
offer clients a complete or best in class solution across all product categories.

Software Offerings. Our clients acquire software applications from us in the form of licensing agreements with
software publishers, boxed products, or through a growing delivery model, SaaS. Under a SaaS arrangement, clients
subscribe to software that is hosted either by the software publisher or a dedicated third-party hosting company on the
internet. The majority of our clients obtain their software applications through licensing agreements, which we believe is
a result of their ease of administration and cost-effectiveness. Licensing agreements, or right-to-copy agreements, allow

5
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a client to either purchase a license for each of its users in a single transaction or periodically report its software usage,
paying a license fee based on the number of users.

As software publishers choose different models for implementing licensing agreements, businesses must evaluate
the alternatives to ensure that they select the appropriate agreements and comply with the publishers’ licensing terms
when purchasing and managing their software licenses. We work closely, either locally or globally, with our clients to
understand their licensing requirements and to educate them regarding the options available under publisher licensing
agreements. Many of our clients who have elected to purchase software licenses through licensing agreements have also
entered into software maintenance agreements, which allow clients to receive new versions, upgrades or updates of
software products released during the maintenance period, in exchange for a specified annual fee. 'We assist our clients
and partner publishers in tracking and renewing these agreements. In connection with certain enterprise-wide licensing
agreements, publishers may choose to bill and collect from clients directly. In these cases, we earn a referral fee directly
from the publisher.

Services Offerings. We currently offer a suite of managed services and professional and consulting services in the
fU.S. and the United Kingdom via our own field service personnel, augmented by service partners to fill gaps in our
geographic coverage or capabilities. We also utilize partners to deliver these services in Canada. We believe that
developing these capabilities internally or through targeted acquisitions over time in other geographies will be a key
differentiator for us.

The breadth and quality of our technical and service capabilities are key points of differentiation for us. We have,
and intend to continue to develop, an array of technical expertise and service capabilities to help identify, acquire,
implement and manage technology solutions to allow our clients to address their business needs. We don’t believe that
our competition is able to offer the same breadth and depth of technology service solutions that we offer across our target
client groups in North America and the United Kingdom.

- To strengthen our solutions offerings, we have focused on the following specific solutions/value-added practice
areas:
Managed Services
Infrastructure/Security
Data Center
Software
Collaboration

These technology practice groups are responsible for understanding client needs and, together with our technology
partners, customizing total solutions that address those needs. These groups are made up of industry- and product-
certified engineers, consultants and specialists who are current on best practices and the latest developments in their
respective practice areas. .

We are a Cisco Gold Certified partner in the United States and the United Kingdom and have Master Certifications
in unified communications and security in the United States. Our data center practice in the United States is an HP
Authorized Enterprise Provider and holds HP Storage Elite, HP Blade Elite and HP Services Elite partner status. We
also have been awarded premier partner status by a number of other partners, such as IBM, EMC and VMware.

Managed Services. We know that our clients have to utilize limited resources while providing reliable support to
end users and maximizing the life cycle and value of their IT investments. Our managed services technology practice
offers the advanced technical resources to support key components of our clients’ networks. We offer ISO-certified
integration services and asset disposal services. We help simplify ownership, from assessment and acquisition through
deployment and end-of-life and technology refresh. Operating 24 hours a day, 7 days a week and 365 days a year
through our network operations center, we serve as an extension of our clients’ teams, with dedicated resources to keep
their networks operating.

Further, we can help our clients preserve capital and expand limited resources by delivering business-critical
applications and programs from the cloud. With low upfront costs and no need for in-house maintenance, Saa$ is an
effective alternative to potentially more expensive on-premise solutions. We partner with providers to deliver solutions
around collaboration and messaging, managed security and data management, including Microsoft, Symantec, CA
Technologies, IBM, McAfee and DataPipe.
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Infrastructure/Security. Today’s networks are becoming increasingly complex. Support for critical enterprise
applications and converged communication systems have increased demand for network availability and performance.
Insight’s core networking competency is the architecture and deployment of infrastructure. We offer services to plan,
design, implement and support the operation of complex and secure wired and wireless networks. Solution offerings
also include network strategy, network assessment and application delivery infrastructure services.

' e Network strategy services assist clients in ensuring that their network is positioned to support their business
and provides -a roadmap to guide investments in people, operations and technology
e Network assessment services help clients ensure their network is ready to support their business, is
designed based on industry best practices and is operating at peak performance.
e  Application delivery infrastructure services allow clients to deploy next generation solutions, such as
application acceleration, WAN optimization and load balancing, to optimize the performance of critical
applications on their networks and better utilize their technology infrastructure. :

To properly implement a security strategy, a client must first define its risk. From regulatory compliance and
business operations to asset protection, threat mitigation and vulnerability identification, a security program is essential
to maintaining productivity and profitability. Every organization requires a comprehensive security program and
procedures to ensure data integrity, confidentiality and availability. Our security solutions include a range of offerings
including: strategy solutions to quantify the skills, methodologies and experience needed for a comprehensive security
program; assessment solutions to help clients identify gaps and risks as well as make the right decisions to manage them;
security design, implementation and operation services; security compliance solutions to help clients make certain their
internal processes are able to repel attempts to breach security; and risk and vulnerability assessments in which security
testing is utilized to highlight unmanaged security risks.

Data Center. The growth of data in organizations has created demand for solutions that simplify server, storage and
data center management. We help our clients consider total costs, critical data availability and environmental impact
through server consolidation and virtualization, backup, disaster recovery and continuity solutions for complex storage
environments.

Using technology and products from various partners, we provide high-end servers, data disk arrays, hard drives,
tape libraries, blades, and virtualization software to help clients build and maintain responsive IT infrastructures that
allow them to quickly adapt to changes in business priorities. We also provide IT professional services for designing,
implementing and managing adaptive server and storage environments for our clients — ensuring a resilient and cost-
effective data center while reducing the client’s maintenance and management costs. We offer the technical expertise
and manufacturer relationships to deliver innovative and scalable solutions.

Software. We help our clients transform their software into an asset for their business. .Our software professional
services include solutions to help clients improve business productivity, optimize their core mfrastructure and manage
their software licenses.

We help our clients increase the productivity and overall effectiveness of their people with solutions for messaging,
collaboration and unified communications. The sharing of ideas is vital to success, and it is imperative that organizations
facilitate collaboration among workers. We are part of the Microsoft Partner Network and hold high level accreditations
in a range of technical disciplines, including delivery of and support for Microsoft toolsets including Exchange, Office
and SharePoint.

We also help our clients simplify the deployment of Microsoft core infrastructure technologies — from the desktop to
the data center. Current business environments require reflexive yet cost-effective adaptation to change. As a result, the
capacity to centrally manage and alter a company’s software environment from the core is vital."We help clients
improve the agility, security and manageability of their environment with solutions for identity and access management,
desktop and server deployment and operation, and more. We also provide expertise around delivery of and support for
Microsoft Forefront and Windows.

Additionally, we help our clients standardize their software environment while reducing costs and limiting risk
through optimal license use and compliance management. We offer clients a portfolio of Software Asset Management
(“SAM™) services, including SAM consultation, assessment of ISO standard attainment, license reconciliations, and our
proprietary Insight:LicenseAdvisor® SAM solution platform. We help clients determine their license rights and
utilization rates, reconcile the difference, and then proactively track, analyze, and manage their software asset portfolio
from procurement to retirement.
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Collaboration. Advanced networking technologies that merge voice, data and video applications are increasingly
becoming a critical component of an enterprise’s strategic IT infrastructure and the backbone of an organization’s unified
communications strategy. With advanced collaboration technology implementations, we offer our clients an integrated
combination of email, chat, audio, video and web conferencing capabilities. These solutions offer a more cost effective -
answer than traditional audio, video and web conferencing with increased productivity, increased functionality and added
security over internet-based solutions as well as the ability for clients to leverage existing investments in IT
infrastructure. This practice area also includes unified communications, unified contact center solutions and video
solutions.

In addition to these specific solutions/value-added practice areas, we continue to offer clients a suite of services
designed to streamline the deployment cycle of IT assets, as well as minimize the complexity and cost of managing those
assets throughout their life cycle. We: ‘

provide advice on hardware, software licensing and financing programs;

streamline procurement;

plan and manage the rollout;

assist with developing standards and implementing best practices;

pre-configure systems, load custom software images and tag assets;

provide logistics planning and drop-ship to locations;

provide on-site implementation; '

offer help desk support for users; and

provide IT maintenance services and disposal of equipment at end-of-life (including redeployment and
remarketing).

Currently, these services are available primarily in North America and the United Kingdom.
Our Information Technology Systems

We have committed significant resources to the IT systems we use to manage our business and believe that our
success is dependent upon our ability to provide prompt and efficient service to our clients based on the accuracy, quality
and utilization of the information generated by our IT systems. Because these systems affect our ability to manage our
sales, client service, distribution, inventories and accounting systems and our voice and data networks, we have built
redundancy into certain systems, maintain system outage policies and procedures and have comprehensive data backup.
Our U.S. and foreign locations are not on a single IT system platform, but we are focused on driving improvements in
sales productivity through upgraded IT systems to support higher levels of client satisfaction and new client acquisition,
as well as garnering efficiencies in our business as more processes become automated. For additional discussion of our
plans to make enhancements and upgrades to our IT systems, see “Business Strategy — Integrate our IT systems”
previously in Part I of this report and for a discussion of risks associated with our IT systems, see “Risk Factors —
Disruptions in our IT systems and voice and data networks, including the integration and upgrade of our IT systems,

- could affect our ability to service our clients and cause us to incur additional expenses,” in Part I, Item 1A of this report.

Competition

The IT hardware, software and services industry is very fragmented and highly competitive. We compete with a
large number and wide variety of marketers and resellers of IT hardware, software and services, including:

e  direct marketers and resellers, such as CDW (North America), Systemax (Europe}, SoftChoice, PC Ware,
PC Connections, Worldwide Technology and SHI,

* national and regional resellers, including value-added resellers, specialty retailers, aggregators, distributors,
and to a lesser extent, national computer retailers, computer superstores, Internet-only computer providers,
consumer electronics and office supply superstores and mass merchandisers;

e  product manufacturers, such as Dell, HP, IBM and Lenovo, and software publishers, such as IBM,
Microsoft and Symantec; '

*  systems integrators, such as Compucom Systems, Inc.; o

e national and global service providers, such as IBM Global Services and HP/EDS; and

e c-tailers, such as New Egg, Buy.com and e-Buyer (United Kingdom).
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The competitive landscape in the industry is changing as various competitors expand their product and service
offerings. In addition, emerging models such as cloud computing are creating new competitors and opportunities.

For a discussion of risks associated with the actions of our competitors, see “Risk Factors — The IT hardware,
software and services industry is intensely competitive, and actions of our competitors, including manufacturers and

publishers of products we sell, can negatively affect our business,” in Part I, Item 1A of this report.

Partners

During 2010, we purchased products and software from approximately 5,400 partners. Approximately 63% (based
on dollar volume) of these purchases were directly from manufacturers or software publishers, with the balance
purchased through distributors. Purchases from Microsoft and Ingram Micro (a distributor) accounted for approximately
27% and 10%, respectively, of our aggregate purchases in 2010. No other partner accounted for more than 10% of
purchases in 2010. Our top five partners as a group for 2010 were Microsoft, Ingram Micro, HP, Cisco and Tech Data (a
distributor). Approximately 61% of our total purchases during 2010 came from this group of partners. Although brand
némes and individual products are important to our business, we believe that competitive sources of supply are available
in substantially all of our product categories such that, with the exception of Microsoft, we are not dependent on any
single partner for sourcing products.

We obtain incentives from certain product manufacturers, software publishers and distribution partners based
typically upon the volume of sales or purchases of their products and services. In other cases, such incentives may be in
the form of participation in our partner programs, which may require specific services or activities with our clients,
discounts, marketing funds, price protection or rebates. Manufacturers and publishers may also provide mailing lists,
contacts or leads to us. We believe that these incentives (or partner funding) allow us to increase our marketing reach
and strengthen our relationships with leading manufacturers and publishers. This funding is important to us, and any
elimination or substantial reduction would increase our costs of goods sold or marketing expenses, resulting in a
corresponding decrease in our earnings from operations.

During 2010, sales of Microsoft, HP and Cisco products accounted for approximately 26%, 16% and 12%,
respectively, of our consolidated net sales. No other manufacturer’s products accounted for more than 10% of our
consolidated net sales in 2010. Sales of product from our top five manufacturers/publishers as a group (Microsoft, HP,
Cisco, Lenovo and Adobe) accounted for approximately 64% of Insight’s consolidated net sales during 2010.

As we move into new service areas, we may become even more reliant on certain partner relationships. For a
discussion of risks associated with our reliance on partners, see “Risk Factors — We rely on our partners for product
availability and competitive products to sell, and we also compete with many of our partners,” and “Risk Factors — We
rely on our partners for marketing funds and purchasing incentives,” in Part I, Item 1A of this report.

Teammates

As of December 31, 2010, we employed 5,115 teammates, of whom 2,893 were engaged in management, support
services and administration activities, 2,055 were engaged in sales related activities, and 167 were engaged in
distribution activities. Our teammates are not represented by a labor union, and we have never expenenced a labor
related work stoppage.

For a discussion of risks associated with our dependence on key personnel, including sales personnel, see “Risk
Factors — We depend on certain key personnel,” in Part I, Item 1A of this report. ’

Seasonality

We experience some seasonal trends in our sales of IT hardware, software and services. For example:

e software sales are seasonally higher in our second and fourth quarters, particularly the second quarter;

e business clients, particularly larger enterprise businesses in the U.S., tend to spend more in our fourth
quarter as they utilize their remaining capital budget authorizations and less in the first quarter;

e sales to the federal government in the U.S. are often stronger in our third quarter; and

e sales to public sector clients in the United Kingdom are often stronger in our first quarter. )
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These trends create overall seasonality in our consolidated results such that sales and profitability are expected to be
higher in the second and fourth quarters of the year. For a discussion of risks associated with seasonality see “Risk
Factors — Our net sales and gross profit have historically varied, making our future operating results less predictable,” in
Part I, Item 1A of this report.

Backlog

The majority of our backlog historically has been and continues to be open cancelable purchase orders. We do not
believe that backlog as of any particular date is predictive of future results.

Intellectual Property

We do not maintain a traditional research and development group, but we do develop and seek to protect a range of
intellectual property, including trademarks, service marks, copyrights, domain name rights, trade dress, trade secrets and
similar intellectual property relying, for such protection, on applicable statutes and common law rights, trade-secret
fprotection and confidentiality and license agreements, as applicable, with teammates, clients, partners and others to
protect our intellectual property rights. Our principal trademark is a registered mark, and we also license certain of our
proprietary intellectual property rights to third parties. We have registered a number of domain names, applied for
registration of other marks in the U.S. and in select international jurisdictions, and, from time to time, filed patent
applications. We believe our trademarks and service marks, in particular, have significant value, and we continue to
invest in the promotion of our trademarks and service marks and in our protection of them.

Available Information

Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to
reports filed pursuant to Sections 13(a) and 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), and the reports of beneficial ownership filed pursuant to Section 16(a) of the Exchange Act are available free of
charge on our web site at www.insight.com, as soon as reasonably practicable after we electronically file them with, or
furnish them to, the Securities and Exchange Commission. The information contained on our web site is not included as
a part of, or incorporated by reference into, this Annual Report on Form 10-K.

Item 1A. Risk Factors

We rely on our partners for product availability and competitive products to sell, and we also compete with many
of our partners. We acquire products for resale both directly from manufacturers and publishers and indirectly through
distributors, and the loss of a partner relationship could cause a disruption in the availability of products to us. In
addition to being our partners, manufacturers and publishers are also our competitors, as many sell directly to business
clients and, particularly, larger corporate clients. There is no assurance that, as manufacturers and publishers continue to
sell both through the distribution channel and directly to end users, they will not limit or curtail the availability of their
product to resellers like us. In addition, the manner in which publishers distribute software is changing, and many
publishers now offer their programs as hosted or Saa$S solutions. These changes in distribution may intensify
competition and increase the volume of software sold through these competitive programs or distributed directly
electronically to end-users. Any significant increase in direct sales or directly-sold SaaS solutions by publishers could
have a material adverse effect on our business, results of operations and financial condition.

We rely on our partners for marketing funds and purchasing incentives. Certain manufacturers, publishers and
distributors provide us with substantial incentives in the form of rebates, marketing funds, purchasing incentives, early
payment discounts, referral fees and price protections. Partner funding is used to offset, among-other things, inventory
costs, costs of goods sold, marketing costs and other operating expenses. Certain of these funds are based on our volume
of sales or purchases, growth rate of net sales or purchases and marketing programs. If we do not grow our net sales
over prior periods or if we are not in compliance with the terms of these programs, there could be a material negative
effect on the amount of incentives offered or paid to us by manufacturers and publishers. We anticipate that in the
future, the incentives that many partners make available to us may either be reduced or that the requirements for earning
the available amounts will change. If we are unable to react timely to any fundamental changes in the programs of
publishers or manufacturers, including the elimination of, or significant reductions in, funding for some of the activities
for which we have been compensated in the past, particularly related to incentive programs with our largest partners, HP
and Microsoft, the changes would have a material adverse effect on our business, results of operations and financial
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condition. No assurance can be given that we will continue to receive such incentives or that we will be able to collect
outstanding amounts relating to these incentives in a timely manner, or at all.

Disruptions in our IT systems and voice and data networks, including the integration and upgrade of our IT
systems, could affect our ability to service our clients and cause us to incur additional expenses. We believe that our
success to date has been, and future results of operations will be, dependent in large part upon our ability to provide
prompt and efficient service to our clients. Our ability to provide that level of service is largely dependent on the ease of
use, accuracy, quality and utilization of our IT systems, which affects our ability to manage our sales, client service,
distribution, inventories and accounting systems, and the reliability of our voice and data networks and managed services
offerings. Our plan is to fully integrate our IT systems in North America onto an integrated platform over the next two
years. Significant internal and external resources have been devoted to the successful completion of this project. In
2011, we expect to incur between $5 and 10 million of incremental selling and administrative expenses associated with
the North America systems integration project. We expect total incremental selling and administrative expenses to
support the project through to completion to approximate $15 million, with a similar amount of incremental capital
expenditures over the next two years. We are also in the process of converting our EMEA operations to a new IT system
piatform. There can be no assurances that these integration and conversion projects will not cause disruptions in our ‘
business, and any such disruption could have a material adverse effect on our results of operations and financial
condition. Any delay in the projects or disruption of service during those projects would have an adverse effect on
current results and future sales growth. Further, any delay in the timing could reduce and/or delay our expense savings,
and any such disruption could have a material adverse effect on our results of operations and financial condition.
Additionally, if, as a result of the completion of the projects, existing technology is determined to have a shorter useful
life or the value of the existing system is impaired, we could incur additional depreciation expense and/or impairment
charges. Although we have built redundancy into most of our IT systems, have documented system outage policies and
procedures and have comprehensive data backup, we do not have a formal disaster recovery plan. Substantial
interruption in our IT systems or in our voice and data networks, however caused, would have a material adverse effect
on our business, results of operations and financial condition.

General economic conditions, including concerns regarding our ability to collect our accounts receivable and
client credit constraints, or unfavorable economic conditions in a particular region, business or industry sector, may
lead our clients to delay or forgo investments in IT hardware, software and services, either of which could adversely
affect our business, financial condition, operating results and cash flow. Weak economic conditions generally or any
broad-based reduction in IT spending adversely affects our business, operating results and financial condition. A
prolonged continued slowdown in the global economy, or in a particular region, or business or industry sector, or
tightening of credit markets, could cause our clients to have difficulty accessing capital and credit sources; delay
contractual payments; or delay or forgo decisions to (i) upgrade or add to their existing IT environments, (ii) license new
software or (iii) purchase services (particularly with respect to discretionary spending for hardware, software and
services). Such events could adversely affect our business, financial condition, operating results and cash flow.

The failure of our clients to pay the accounts receivable they owe to us or the loss of significant clients could have a
significant negative impact on our business, results of operations, financial condition or liquidity. A significant portion
of our working capital consists of accounts receivable from clients. If clients responsible for a significant amount of
accounts receivable were to become insolvent or otherwise unable to pay for products and services, or were to become
unwilling to make payments in a timely manner, our business, results of operations, financial condition or liquidity could
be adversely affected. Economic or industry downturns could result in longer payment cycles, increased collection costs
and defaults in excess of management’s expectations. A significant deterioration in our ability to-collect on accounts
receivable could also impact the cost or availability of financing under our accounts receivable securitization program
discussed below. :

The IT hardware, software and services industry is intensely competitive, and actions of our competitors,
including manufacturers and publishers of products we sell, can negatively affect our business. Competition in the
industry is based on price, product availability, speed of delivery, credit availability, quality and breadth of product lines,
and, increasingly, on the ability to tailor specific solutions to client needs. In addition to manufacturers and publishers of
products we sell, we compete with a large number and wide variety of marketers and resellers of IT hardware, software
and services. Additionally, we believe our industry will see further consolidation as product resellers and direct
marketers combine operations or acquire or merge with other resellers, service providers and direct marketers to increase
efficiency, service capabilities and market share. Moreover, current and potential competitors have established or may
establish cooperative relationships among themselves or with third parties to enhance their product and service
offerings. Accordingly, it is possible that new competitors or alliances among competitors may emerge and acquire
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significant market share. Generally, pricing is very aggressive in the industry, and we expect pricing pressures to
continue. There can be no assurance that we will be able to negotiate prices as favorable as those negotiated by our
competitors or that we will be able to offset the effects of price reductions with an increase in the number of clients,
higher net sales, cost reductions, greater sales of services, which are typically at higher gross margins, or otherwise.
Price reductions by our competitors that we either cannot or choose not to match could result in an erosion of our market
share and/or reduced sales or, to the extent we match such reductions, could result in reduced operating margins, any of
which could have a material adverse effect on our business, results of operations and financial condition.

Certain of our competitors in each of our operating segments have longer operating histories and greater financial,
technical, marketing and other resources than we do. In addition, some of these competitors may be able to respond
more quickly to new or changing opportunities, technologies and client requirements. Many current and potential
competitors also have greater name recognition and engage in more extensive promotional activities, offer more
attractive terms to clients and adopt more aggressive pricing policies than we do. Additionally, some of our competitors
have higher margins and/or lower operating cost structures, allowing them to price more aggressively. There can be no
assurance that we will be able to compete effectively with current or future competitors or that the competitive pressures -
we face will not have a material adverse effect on our business, results of operations and financial condition.

Another growing industry trend is the Saa$ business model. In many cases, the SaaS model allows enterprises to
obtain the benefits of commercially licensed, internally operated software without the associated complexity or high
initial set-up, operational and licensing costs. Advances in the Saa$ business model and other new models could
increase our competition or eliminate the need for a resale channel. There can be 1o assurance that we will be able to
adapt to, or compete effectively with, current or future distribution channels or competitors or that the competitive
pressures we face will not have a material adverse effect on our business, results of operations and financial condition.

Changes in the IT industry and/or rapid changes in product standards may result in substantial inventory
obsolescence and may reduce demand for the IT hardware, software and services we sell. Our results of operations are
influenced by a variety of factors, including the condition of the IT industry, shifts in demand for, or availability of, IT
hardware, software, peripherals and services, and industry introductions of new products, upgrades or methods of
distribution. The IT industry is characterized by rapid technological change and the frequent introduction of new
products, product enhancements and new distribution methods or channels, each of which can decrease demand for
current products or render them obsolete. Net sales can be dependent on demand for specific product categories, and any
change in demand for or supply of such products could have a material adverse effect on our net sales and/or cause us to
record write-downs of obsolete inventory, if we fail to react in a timely manner to such changes. In addition, in order to
satisfy client demand, protect ourselves against product shortages, obtain greater purchasing discounts and react to
changes in original equipment manufacturers’ terms and conditions, we may decide to carry inventory products that may
have limited or no return privileges. There can be no assurance that we will be able to avoi losses related to inventory
obsolescence on these products. B

The failure to comply with the terms and conditions of our commercial and public sector contracts could result
in, among other things, fines or other liabilities. Sales to commercial clients are based on stated contract terms or terms
contained in purchase orders on a transaction by transaction basis. Sales to public sector clients are derived from sales to
federal, state and local governmental departments and agencies, as well as to educational institutions, through open
market sales and various contracts and programs. Noncompliance with contract terms, particularly in the highly
regulated public sector business, or with government procurement regulations could result in damage awards against us
or termination of contracts, and, in the public sector, could also result in civil, criminal, and administrative liability.

With respect to our public sector business, the government’s remedies may include suspension or debarment. In
addition, almost all of our contracts have default provisions, and substantially all of our contracts in the public sector are
terminable at any time for convenience of the contracting agency. The effect of any of these possible actions or the
adoption of new or modified procurement regulations or practices could materially adversely affect our business,
financial position and results of operations.

We are subject to stockholder litigation and regulatory proceedings related to the restatement of our consolidated
Jfinancial statements. In 2008, we identified errors in the Company’s accounting related to trade credits in prior periods
and determined that corrections to our consolidated financial statements were required to reverse material prior period
reductions of costs of goods sold and selling and administrative expenses because of the incorrect releases of certain
aged trade credits. -
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Our internal review and related activities have required the Company to incur substantial expenses for legal,
accounting, tax and other professional'services, and ongoing litigation could require further, significant expenditures and
could harm our business, reputation, financial condition, results of operations and cash flows. Further, if the Company is
subject to adverse findings in litigation, regulatory proceedings or government enforcement actions, the Company could
be required to pay damages or penalties or have other remedies imposed, which could harm its business, reputation,
financial condition, results of operations and cash flows.

For a discussion of legal proceedings, see Note 16 to the Consolidated Financial Statements in Part II, Item 8 of this
report.

We have outstanding debt and may need to refinance that debt and|or incur additional debt in the future, and
general economic conditions and continued volatility in the credit markets could limit our ability to obtain such
financing or could increase the cost of financing. Our credit facilities include a five-year $300.0 million senior
revolving credit facility, a $150.0 million accounts receivable securitization financing facility (the “ABS facility”), and a
$150.0 million inventory financing facility. As of December 31, 2010, we had $92.6 million of outstanding
ifidebtedness, of which $90.0 million was borrowed under our senior revolving credit facility and $2.6 million was
outstanding under a capita] lease obligation. As of the end of fiscal 2010, the following amounts were available under
our credit facilities, subject to the limitations discussed below:

e - $210.0 million under our senior revolving credit facility;
e $150.0 million under our accounts receivable securitization financing facility; and
e  $14.9 million under our inventory financing facility.

Our consolidated debt balance that can be outstanding at the end of any fiscal quarter under our senior revolving
credit facility and our ABS facility is limited by certain financial covenants, particularly a maximum leverage ratio. The
maximum leverage ratio is calculated as aggregate debt outstanding divided by the sum of the Company’s trailing twelve
month net earnings plus (i) interest expense, less non-cash imputed interest on our inventory financing facility, (ii)
income tax expense, (iii) depreciation and amortization and (iv) non-cash stock-based compensation (referred to herein
as “adjusted earnings”). The maximum leverage ratio permitted under the agreements was 2.50 times the Company’s
trailing twelve-month adjusted earnings as of December 31, 2010. A significant drop in adjusted earnings would limit
the amount of indebtedness that could be outstanding at the end of any fiscal quarter, to a level that would be below the
Company’s consolidated maximum debt capacity. As a result of this limitation, of the $450.0 million of aggregate
maximum debt capacity available under our senior revolving credit facility and our ABS facility, the Company’s debt
balance that could have been outstanding as of December 31, 2010 was limited to $414.1 million based on 2.50 times the
Company’s trailing twelve-month adjusted earnings.

.Our borrowing capacity under our ABS facility is limited by the value and quality of the accounts receivable under
the facility. While the ABS facility has a stated maximum amount of $150.0 million, the actual availability under the
facility is limited by the quantity and quality of the underlying accounts receivable. As of December 31, 2010, the full
$150.0 million was available.

Our senior revolving credit facility, ABS facility and inventory financing facility all mature on April 1,2013. We
may not be able to refinance our debt without a significant increase in cost, or at all, and there can be no assurance that
additional lines of credit or financing instruments will be available to us. A lack, or high cost, of credit could limit our
ability to: obtain additional financing for working capital, capital expenditures, debt service requirements, acquisitions or:
other purposes in the future, as needed; plan for, or react to, changes in technology and in our business and competition;
and react in the event of a further economic downturn. :

We can provide no assurance that we will continue to be able to meet our capital requireménts, particularly if current
market or economic conditions continue or deteriorate further. The future effects on our business, liquidity and financial
results of these conditions could be material and adverse to us, both in ways described above and in other ways that we
do not currently foresee.

Failure to adequately maintain the security of our electronic and other confidential information could materially
adversely affect our financial condition and results of operations. We are dependent upon automated information
technology processes. Privacy, security, and compliance concerns have continued to increase as technology has evolved
to facilitate commerce. As part of our normal business activities, we collect and store certain confidential information,
including personal information with respect to clients and teammates. We may share some of this information with
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vendors who assist us with certain aspects of our business. Moreover, the success of our operations depends upon the
secure transmission of confidential and personal data over public networks, including the use of cashless payments. Any
failure on the part of us or our vendors to maintain the security of our confidential data and our teammates’ and clients’
personal information, including via the penetration of our network security and the misappropriation of confidential and
personal information, could result in business disruption, damage to our reputation, financial obligations to third parties,
fines, penalties, regulatory proceedings and private litigation with potentially large costs, and also result in deterjoration
in our teammates’ and clients’ confidence in us and other competitive disadvantages, and thus could have a material
adverse impact on our business, financial condition and results of operations.

Our net sales and gross profit have historically varied, making our future operating results less predictable. Our
operating results are highly dependent upon our level of gross profit as a percentage of net sales, which fluctuates due to
numerous factors, including changes in prices from partners, changes in the amount and timing of partner funding,
volumes of purchases, changes in client mix, the relative mix of products sold during the period, general competitive
conditions, and strategic product and services pricing and purchasing actions. In addition, our expense levels are based,
in part, on anticipated net sales and the anticipated amount and timing of partner funding. Therefore, we may not be able.
fo reduce spending quickly enough to compensate for any unexpected net sales shortfall, and any such inability could
have a material adverse effect on our business, results of operations and financial condition.

In addition, a reduction in the amount of credit granted to us by our partners could increase our need for and cost of
working capital and have a material adverse effect on our business, results of operations and financial condition.

There are risks associated with our international operations that are different than the risks associated with our
operations in the United States, and our exposure to the risks of a global market could hinder our ability to maintain
and expand international operations. We have operation centers in Australia, Canada, Germany, France, the U.S., and
the United Kingdom, as well as sales offices in Austria, Australia, Belgium, Canada, China, Denmark, France, Germany,
Hong Kong, Italy, the Netherlands, Russia, Singapore, Spain, Sweden, Switzerland, the United Kingdom and the U.S.,
and sales presence in Finland, New Zealand, Norway and Portugal. In the regions in which we do not currently have a
physical presence, such as Africa, Japan and India, we serve our clients through strategic relationships. In implementing
our international strategy, we may face barriers to entry and competition from local companies and other companies that
already have established global businesses, as well as the risks generally associated with conducting business
internationally. The success and profitability of international operations are subject to numerous risks and uncertainties,
many of which are outside of our control, such as:

political or economic instability;

changes in governmental regulation or taxation;

currency exchange fluctuations;

changes in import/export laws, regulations and customs and duties;

trade restrictions; .
difficulties and costs of staffing and managing operations in certain foreign countries;
work stoppages or other changes in labor conditions;

taxes and other restrictions on repatriating foreign profits back to the U.S.;

extended payment terms; and ]

seasonal reductions in business activity in some parts of the world.

In addition, until a payment history is established with clients in a new region, the likelihood of collecting
receivables generated by such operations, on a timely basis or at all, could be less than in established markets. As a
result, there is a greater risk that reserves established with respect to the collection of such receivables may be
inadequate. Furthermore, changes in policies and/or laws of the U.S. or foreign governments resulting in, among other
changes, higher taxation, tariffs or similar protectionist laws, currency conversion limitations or the nationalization of
private enterprises could reduce the anticipated benefits of international operations. Any actions by countries in which
we conduct business to reverse policies that encourage foreign trade could have a material adverse effect on our results
of operations and financial condition.

We have currency exposure arising from both sales and purchases denominated in foreign currencies, including
intercompany transactions outside the U.S. Changes in exchange rates between foreign currencies and the U.S. dollar, or
between foreign currencies, may adversely affect our operating margins. For example, if these foreign currencies
appreciate against the U.S. dollar, it will become more expensive in U.S. dollars to pay expenses with foreign
currencies. In addition, currency devaluation against the U.S. dollar can result in a loss to us if we hold deposits
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denominated in the devalued currency. We currently conduct limited hedging activities, and, to the extent not hedged,
we are vulnerable to the effects of currency exchange-rate fluctuations. In addition, some currencies are subject to
limitations on conversion into other currencies, which can limit the ability to otherwise react to rapid foreign currency
devaluations. We cannot predict with precision the effect of future exchange-rate fluctuations on business and operating
results, and significant rate fluctuations could have a material adverse effect on results of operations and financial
condition.

International operations also expose us to currency fluctuations as we translate the financial statements of our
foreign operations to U.S. dollars.

Changes in, interpretations of, or enforcement trends related to, tax rules and regulations may adversely affect
our effective income tax rates or operating margins and we may be required to pay additional tax assessments. We
conduct business globally and file income tax returns in various U.S. and foreign tax jurisdictions. Our effective tax rate
could be adversely affected by various factors, many of which are outside of our control, including:

! changes in pre-tax income in various jurisdictions in which we operate that have differing statutory tax rates;
higher corporate tax rates in the U.S. and elsewhere;

changes in tax laws, regulations, and/or interpretations of such tax laws in multiple jurisdictions;

tax effects related to purchase accounting for acquisitions; and

resolutions of issues arising from tax examinations and any related interest or penalties.

The determination of our worldwide provision for income taxes and other tax liabilities requires estimation,
judgment and calculations in situations where the ultimate tax determination may not be certain. Our determination of
tax liabilities is always subject to review or examination by tax authorities in various jurisdictions. Any adverse outcome
of such review or examination could have a negative impact on our operating results and financial condition. The results
from various tax examinations and audits may differ from the liabilities recorded in our financial statements and may
adversely affect our financial results and cash flows.

We depend on certain key personnel. Our future success will be largely dependent on the efforts of key
management teammates. The loss of one or more of these leaders could have a material adverse effect on our business,
results of operations and financial condition. We cannot offer assurance that we will be able to continue to attract or
retain highly qualified executive personnel or that any such executive personnel will be able to increase stockholder
value. We also believe that our future success will be largely dependent on our continued ability to attract and retain
highly qualified management, sales, service and technical teammates, but we cannot offer assurance that we will be able
to attract and retain such personnel. Further, we make a significant investment in the training of our sales account
executives and services engineers. Our inability to retain such personnel or to train them either rapidly enough to meet
our expanding needs or in an effective manner for quickly changing market conditions could cause a decrease in the
overall quality and efficiency of our sales teammates, which could have a material adverse effect on our business, results
of operations and financial condition. .

We may not be able to protect our intellectual property adequately, and we may be subject to intellectual property
infringement claims. To protect our intellectual property, we rely on copyright and trademark laws, unpatented
proprietary know-how, and trade secrets and patents, as well as confidentiality, invention assignment, non-solicitation
and non-competition agreements. There can be no assurance that these measures will afford us sufficient protection of
our intellectual property, and it is possible that third parties may copy or otherwise obtain and use our proprietary
information without authorization or otherwise infringe on our intellectual property rights. The disclosure of our trade
secrets could impair our competitive position and could have a material adverse effect on our business relationships,
results of operations, financial condition and future growth prospects. In addition, our registered trademarks and trade
names are subject to challenge by other rights owners. This may affect our ability to continue using those marks and
names. Likewise, many businesses are actively investing in, developing and seeking protection for intellectual property
in the areas of search, indexing, e-commerce and other Web-related technologies, as well as a variety of on-line business
models and methods, all of which are in addition to traditional research and development efforts for IT products and
application software. As a result, disputes regarding the ownership of these technologies are likely to arise in the future,
and, from time to time, parties do assert various infringement claims against us, either because of our practices or
because we resell allegedly infringing software, in the form of cease-and-desist letters, licensing inquiries, lawsuits and
other communications and demands. If there is a determination that we have infringed the proprietary rights of others,
we could incur substantial monetary liability, be forced to stop selling infringing products or providing infringing
services, be required to enter into costly royalty or licensing agreements, if available, or be prevented from using the
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rights, which could force us to change our business practices or hardware, software or services offerings in the future.
Additionally, as we increase the geographic scope of our operations and the types of services provided under the Insight
brand, there is a greater likelihood that we will encounter challenges to our trade names, trademarks and service marks.
We may not be able to use our principal mark without modification in all geographies for all of our offerings, and these
challenges may come from either governmental agencies or other market participants. These types of claims could have .
a material adverse effect on our business, results of operations and financial condition.

Some anti-takeover. provisions contained in our certificate of incorporation, bylaws and stockholders rights
agreement, as well as provisions of Delaware law and executive employment contracts, could impair a takeover
attempt. We have provisions in our certificate of incorporation and bylaws which could have the effect (separately, or in
combination) of rendering more difficult or discouraging an acquisition deemed undesirable by our Board of Directors.
These include provisions:

¢ authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other

rights superior to our common stock:
1 e limiting the liability of, and providing indemnification to, directors and officers;

* limiting the ability of our stockholders to call special meetings;

® requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders
and for nominations of candidates for election to our Board of Directors;

e  controlling the procedures for conduct of Board and stockholder meetings and election and removal of
directors; and ‘

*  specifying that stockholders may take action only at a duly called annual or special meeting of stockholders.

These provisions, alone or together, could deter or delay hostile takeovers, proxy contests and changes in control or
management. As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of
the Delaware General Corporation Law, which prevents some stockholders from engaging in certain business
combinations without approval of the holders of substantially all of our outstanding common stock.

Our bylaws provide that the Company will seek stockholder approval prior to its adoption of any stockholder rights
plan, unless the Board, in the exercise of its fiduciary duties, determines that, under the circumstances existing at the
time, it is in the best interest of our stockholders to adopt or extend a stockholder rights plan without delay. The
amendment further provides that a stockholder rights plan adopted or extended by the Board without prior stockholder
approval must provide that it will expire unless ratified by the stockholders of the Company within one year of adoption.
Despite these bylaw provisions, we could adopt a stockholder rights plan for a limited period of time, and such a plan
could have the effect of delaying or deterring a change of control that could limit the opportunity for stockholders to
receive a premium for their shares.

Additionally, we have employment agreements with certain officers and management teammates under which
severance payments would become payable in the event of specified terminations without cause or terminations under
certain circumstances after a change in control. If such persons were terminated without cause or under certain
circumstances after a change of control, and the severance payments under the current employment agreements were to
become payable, the severance payments would generally range from three months of a teammate’s annual salary up to
two times the teammate’s annual salary and bonus. '

Any provision of our certificate of incorporation, bylaws, employment agreements or Delaware law that has the
effect of delaying or deterring a change in control could limit the opportunity for our stockholders to receive a premium
for their shares of our common stock and also could affect the price that some investors are willing to pay for our
common stock. -

Sales of additional common stock and securities convertible into our common stock may dilute the voting power
of current holders. We may issue equity securities in the future whose terms and rights are superior to those of our
common stock. Our certificate of incorporation authorizes the issuance of up to 3,000,000 shares of preferred stock.
These are “blank check” preferred shares, meaning that our Board of Directors is authorized, from time to time, to issue
the shares and designate their voting, conversion and other rights, including rights superior, or preferential, to rights of
already outstanding shares, all without stockholder consent. No preferred shares are outstanding, and we currently do
not intend to issue any shares of preferred stock. Any shares of preferred stock that may be issued in the future could be
given voting and conversion rights that could dilute the voting power and equity of existing holders of shares of common
stock and have preferences over shares of common stock with respect to dividends and liquidation rights.
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Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our principal executive offices are located at 6820 South Harl Avenue, Tempe, Arizona 85283. We believe that our
facilities will be suitable and adequate for our present purposes, and we anticipate that we will be able to extend our
existing leases on terms satisfactory to us or, if necessary, to locate substitute facilities on acceptable terms. At
December 31, 2010, we owned or leased a total of approximately 1.3 million square feet of office and warehouse space,
and, while approximately 70% of the square footage is in the United States, we own or lease office and warehouse
facilities in 12 countries in EMEA and we lease office facilities in four countries in APAC. '

Information about significant sales, distribution, services and administration facilities in use as of December 31,
2010 is summarized in the following table:

Primary Activities

Operating Segment Location Own or Lease

Headquarters Tempe, Arizona, USA Executive Offices, Sales and
Administration Own
North America Tempe, Arizona, USA Sales and Administration Own
Tempe, Arizona, USA Administration Own
Tempe, Arizona, USA Network Operations Center Lease
Bloomingdale, Illinois, USA Sales and Administration Own
Hanover Park, Illinois, USA Services, Distribution and Lease
Administration
Plano, Texas, USA Sales and Administration Lease
Liberty Lake, Washington, USA Sales and Administration Lease
Tampa, Florida, USA Sales and Administration Lease
Winnipeg, Manitoba, Canada Sales and Administration Lease
Montreal, Quebec, Canada Sales and Administration Own
Mississauga, Ontario, Canada Sales and Administration Lease
Montreal, Quebec, Canada Distribution Lease
EMEA Sheffield, United Kingdom Sales and Administration - Own
‘ Sheffield, United Kingdom Distribution ’ Lease
Uxbridge, United Kingdom Sales and Administration Lease
Munich, Germany Sales and Administration - Lease
Paris, France Sales and Administration Lease
APAC Sydney, New South Wales, Australia ~ Sales and Administration Lease

In addition to those listed above, we have leased sales offices in various cities across North America, EMEA and
APAC. For additional information on operating leases, see Note 8 to the Consolidated Financial Statements in Part II,
Ttem 8 of this report. These properties are not included in the table above. A portion of the administration facilities that
we own in Tempe, Arizona included in the table above is currently leased to Direct Alliance Corporation, a discontinued
operation that was sold to a third party in 2006.

Item 3. Legal Proceedings
For a discussion of legal proceedings, see Note 16 to the Consolidated Financial Statements in Part II, Item 8 of this
report. For an additional discussion of certain risks associated with legal proceedings, see “Risk Factors — We are

subject to stockholder litigation and regulatory proceedings related to the restatement of our consolidated financial
statements,” in Part I, Item 1A of this report.

Item 4. (Removed and Reserved)
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PART IT

Item S. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Market Information

Our common stock trades under the symbol “NSIT” on The Nasdaq Global Select Market. The following table

shows, for the calendar quarters indicated, the high and low- sales price per share for our common stock as reported on
the Nasdaq Global Select Market. .

Common Stock

Year 2010 High Price Low Price
' Fourth QUATter ........cccccovrvreriviiririceeeeeee e $16.66 $12.61
Third QUATEET ... 16.01 12.37
Second QUATTET .....ocoveevvererirereeeiieieeeeeeee oo 16.27 13.16
First Quarter.................... e 14.84 11.47
Year 2009
Fourth QUArter ...........cocoovvieieeie oo e $14.00 $10.14
Third QUAIETr ..c.eeveeiieeieeeee e, 12.43 8.44
Second QUATET .....c.coeuevireeereiieeeeeeeeeeeeeese e 9.80 341
First QUATET.....covevevitiecece e 7.20 2.06

As of February 18, 2011, we had 46,358,895 shares of common stock outstanding held by approximately 90
stockholders of record. This figure does not include an estimate of the number of beneficial holders whose shares are
held of record by brokerage firms and clearing agencies.

We have never paid a cash dividend on our common stock. We currently intend to reinvest all of our earnings into
our business and do not intend to pay any cash dividends in the foreseeable future. Our senior revolving credit facility
contains restrictions on the payment of cash dividends.

Issuer Purchases of Equity Securities

Although we did not repurchase shares of our common stock during the year ended December 31, 2010, we have
repurchased shares of our common stock in the past and may consider doing so again in the foreseeable future.
Additional information about our share repurchase programs can be found in Note 15 to the Consolidated Financial
Statements in Part II, Item 8 of this report and is incorporated by reference herein.
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Stock Price Performance Graph

Set forth below is a graph comparing the percentage change in the cumulative total stockholder return on our common
stock with the cumulative total return of the Nasdaq Stock Market U.S. Companies (Market Index) and the Nasdaq Retail
Trade Stocks (Peer Index) for the period starting January 1, 2006 and ending December 31, 2010. The graph assumes that
$100 was invested on January 1, 2006 in our common stock and in each of the two Nasdaq indices, and that, as to such
indices, dividends were reinvested. We have not, since our inception, paid any cash dividends on our common stock.
Historical stock price performance shown on the graph is not necessarily indicative of future price performance.

—6—NSIT —®— Marketlndex —#&— Peerlndex

$0 1 T T i T

Jan. 1,2006 Dec. 31, Dec. 31, Dec. 31, Dec. 31, Dec. 31,
2006 2007 2008 2009 2010
Jan. 1, Dec. 31, Dec.31, Dec. 31, Dec. 31, Dec. 31,
2006 2006 2007 2008 2009 2010
Insight Enterprises, Inc.
Common Stock (NSIT) 100.00 95.35 92.17 34.87 57.71 66.50
Nasdaqg Stock Market U.S.
Companies (Market Index) 100.00 109.84 119.14 57.41 82.53 97.95
Nasdaq Retail Trade Stocks
120.63

(Peer Index) 100.00 109.21 99.37 69.33 =~ 9631
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Item 6. Selected Financial Data

The following selected consolidated financial data should be read in conjunction with our Consolidated Financial
Statements and the Notes thereto in Part I, Item 8 and “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in Part I, Item 7 of this report. The selected consolidated financial data presented below
under the captions “Consolidated Statements of Operations Data” and “Consolidated Balance Sheet Data” as of and for
each of the years in the five-year period ended December 31, 2010 is derived from our audited consolidated financial
statements. The consolidated financial statements as of December 31,2010 and 2009, and for each of the years in the
three-year period ended December 31, 2010, which have been audited by KPMG LLP, our independent registered public
accounting firm, are included in Part I, Item 8 of this report. ,

Years Ended December 31,
2010 2009 2008 2007 2006
(in thousands, except per share data)

Consolidated Statéments of Operations Data

ANEL SALES. ..., $ 4,809,930  $ 4,136,905 $ 4,825,489 $ 4,805474 $ 3,599,937
Costs of goods sold 4,163,833 3.568.291 4,161,906 4,146,848 3.133.751
Gross profit........ 646,097 568,614 663,583 658,626 466,186
Operating expenses:
Selling and administrative expenses ....................... 519,065 502,102 561,987 542,322 376,722
Goodwill impairment..............coou......... - - 397,247 - -
Severance and restructuring expenses.... 2,956 13,608 8.595 2.595 729
Earnings (loss) from operations.......................... 124,076 52,904 (304,246) 113,709 88,735
Non-operating (income) expense:
Interest inCOME.....c.ovveeeeiverereie e, (714) (424) (2,387) (2,078) (4,355)
INtErest EXPENSE vovvvveeeeereeeeeeeeeeeeeeee e 7,677 10,790 13,479 12,852 5,985
Net foreign currency exchange loss (gain)............... 522 (328) 9,629 (3,887) (1,135)
Other expense, N€t.......co.veeuvviveecieeeeeeeeeenna, 1417 1,123 1.107 1.531 901
Earnings (loss) from continuing operations
before INCOME taXES ...o.oveveeeeeeeeeeess 115,174 41,743 (326,074) 105,291 87,339
Income tax expense (benefit) . 39,689 10,970 (86.347) 40,686 30.882
Net earnings (loss) from continuing operations ... 75,485 30,773 (239,727) 64,605 56,457
Earnings from discontinued operations, net of
1aXes P oo, - 2.801 - 4.151 13.084
Net earnings (1058) ...vevvveeerereerereieeeeeereee e, $ . 75485 § 33574 $ (239727) $ 68756 S 69.541
Net earnings (loss) per share - Basic:
Net earnings (loss) from continuing operations ... $ 163 § 0.67 $ (5.15) ' $ 132§ 1.17
Net earnings from discontinued operations @........ - 0.06 - 0.08 0.27
Net earnings (108s) Per Share...........ooovvcoovvvvooo... $ 1.63 § 073 $ (5.15) 3 140 § 1.44
Net earnings (loss) per share - Diluted:
Net earnings (loss) from continuing operations ... $ 161 $ 067 $ (5.15) 3 1.29  $ 1.15
Net earnings from discontinued operations @........ - 0.06 - 0.08 0.27
Net earnings (loss) per share...........c..ococoeenen... 3 161 § 073 % (5.15) $ 137  $ 1.42
Shares used in per share calculations:
BaSIC oo, 46.218 45,838 46.573 49,055 48.373
Diluted .....ooviiiieieeteee e 46,812 46,271 46.573 50,120 49.006
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December 31,
2010 2009 2008 2007 2006
(in thousands)

Consolidated Balance Sheet Data

WOrking Capital .....coccvenniinieninnsieeineeneccieeienns $ 352,182 $ 297485 $ 318867 $ 418474 $§ 383,483
TOtal ASSELS w.veverveverereererermeresrvrerenrernnasans 1,803,283 1,603,321 1,607,503 1,890,730 1,800,758
Short-term debt.......cocevereirrniinniennne 997 875 - 15,000 30,000
Long-term debt .......... : 91,619 149,349 228,000 187,250 224,250
Stockholders’ equity 544,971 467,574 421,968 741,738 663,629
Cash dividends declared per common share............... - - - .- -

M Our consolidated statements of operations data above includes results of the acquisitions from their dates of acquisition: MINX
from July 10, 2008; Calence from April 1, 2008; and Software Spectrum from September 7, 2006.

@ Earnings from Discontinued Operations. During the year ended December 31, 2009, we recorded earnings from a discontinued
operation of $4.5 million, $2.8 million net of tax, as a result of the favorable settlement on July 7, 2009 of an arbitrated claim
related to the sale of Direct Alliance, a former subsidiary that was sold on June 30, 2006. During the year ended December 31,
2007, we sold PC Wholesale, a division of our North America operating segment. ‘During the year ended December 31, 2006, we
sold Direct Alliance, a business process outsourcing provider in the U.S. Accordingly, we have accounted for these entities as
discontinued operations and have reported their results of operations as discontinued operations in the Consolidated Statements of
Operations. Included in earnings from discontinued operations for the years ended December 31, 2007 and 2006 are the gain on the
sale of PC Wholesale of $5.6 million, $3.4 million net.of taxes, and the gain on the sale of Direct Alliance of $14.9 million, $9.0
million net of taxes, respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of our operations should be read in
conjunction with the Consolidated Financial Statements and notes thereto included in Part II, Item 8 of this report. Our
actual results could differ materially from those contained in Jorward-looking statements due to a number of factors,
including those discussed in “Risk Factors” in Part I, Item 1A and elsewhere in this report.

Overview

We are a leading provider of information technology (;‘I_T”) hardware, software and services to small, medium and
large businesses and public sector clients in North America, Europe, the Middle East, Africa and Asia-Pacific.
Currently, our offerings in North America and the United Kingdom include IT hardware, software and services. Our

offerings in the remainder of our EMEA segment and in APAC currently only include software and select software-related .
services.

Our strategic vision is to be the trusted advisor to our clients, helping them enhance their business performance
through innovative technology solutions. Our strategy is to grow profitable market share through the continued

transformation of Insight into a complete IT solutions company, differentiating us in the marketplace and giving us a
competitive advantage. :

On a consolidated basis, for the year ended December 31, 2010, our net sales and resulting gross profit increased by
16% and 14%, respectively, while gross margin declined 30 basis points to 13.4%. Net sales for the year ended
December 31, 2010 compared to the year ended December 31, 2009 increased 18% in North America, 14% in EMEA
and 10% in APAC. Net sales in 2010 returned to pre-recessionary levels with a margin decline resulting from a change
in mix of our business to a higher contribution from lower margin hardware and software sales and a lower contribution
from higher margin sales of services. We reported net earnings from continuing operations of $75.5 million and diluted
net earnings from continuing operations per share of $1.61 for the year ended December 31, 2010. In 2009, we reported
net earnings from continuing operations of $30.8 million and diluted net earnings from continuing operations per share
of $0.67 and net earnings from a discontinued operation of $2.8 million, net of tax, or $0.06 per share, as a result of the
favorable settlement on July 7, 2009 of an arbitrated claim related to the sale of Direct Alliance, a former subsidiary that
was sold on June 30, 2006. In 2008, we reported a net loss from continuing operations of $239.7 million and a diluted

net loss from continuing operations per share of $5.15 for the year, primarily as a result of a $397.2 million goodwill
impairment charge.

The results of operations for the year ended December 31, 2010 include the following items:

°  severance and restructuring expenses of $3.0 million, $1.9 million net of tax; and
e atax benefit of $1.6 million related to the recapitalization of one of our foreign subsidiaries.

The results of operations for the year ended December 31, 2009 include the effect of the following items:

® severance and restructuring expenses of $13.6 million, $8.8 million net of tax;

e professional fees and costs associated with the trade credits restatement remediation and related
litigation of $8.3 million, $5.1 million net of tax, and interest expense related to our anticipated
unclaimed property settlement under two state programs of $2.0 million, $1.2 million net of tax;

* anon-cash charge related to the termination of an equity incentive compensation plan of $5.5 million
$3.5 million net of tax;

* atax benefit of $3.3 million related to a recapitalization of one of our foreign subsidiaries and the
true-up of certain foreign tax assets; ,

* a$1.5 million tax benefit from the true-up of foreign tax credits after filing the Company’s 2008 U.S.
federal tax return and the recognition of certain tax benefits from the settlement of audits; and

e atax charge related to the remeasurement of certain deferred tax assets of $600,000.

2
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (continued)

The results of operations for the year ended December 31, 2008 include the effect of the following items:

goodwill impairment charge of $397.2 million, $276.7 million net of tax;

foreign currency losses of $9.6 million, $6.6 million net of tax;

severance and restructuring expenses of $8.6 million, $5.7 million net of tax; and
e foreign tax credit impairment of $8.7 million.

Net of tax amounts referenced above were computed using the effective tax rate for the taxing jurisdictions in the
operating segment in which the related expense was recorded. The majority of the 2008 goodwill impairment charges in
EMEA and APAC were non-deductible and therefore had no tax effect. '

During 2010, we generated $98.2 million of cash flows from operations, which were net of cash outlays of $25.8
million in 2010 to settle trade credit liabilities as part of our compliance with state unclaimed property laws, and paid
down our revolving credit facility by $57.0 million, ending the year with $123.8 million of cash and cash equivalents and
$90.0 million of debt outstanding under our revolving credit facility.

On July 10, 2008, we acquired MINX Limited (“MINX”), a United Kingdom-based networking services company,
for a cash purchase price of approximately $1.5 million and the assumption of approximately $3.9 million of existing
debt. Founded in 2002, MINX is a network integrator with Cisco Gold Partner accreditation in the United Kingdom.
We believe this acquisition has significantly enhanced our capabilities in the sale, implementation and management of
network infrastructure services and solutions in our EMEA operating segment and complements our April 1, 2008
acquisition of Calence in our North America operating segment.

On April 1, 2008, we completed the acquisition of Calence, LLC (“Calence”), an independent technology solutions
provider in the United States specializing in Cisco networking solutions, advanced communications and managed
services, for a cash purchase price of $125.0 million plus a working capital adjustment of approximately $3.6 million.
During the year ended December 31, 2010, 2009 and 2008, we recorded an additional $645,000, $15.8 million and $10.4
million, respectively, of purchase price consideration and the related accrued interest thereon as a result of Calence
achieving certain performance targets during each year. Such amounts were recorded as additional goodwill. See
discussion relating to goodwill in Note 3 to the Consolidated Financial Statements in Part II, Item 8 of this report. We
also assumed Calence’s existing debt totaling approximately $7.3 million, of which $7.1 million was repaid by us at
closing in 2008.

As we have previously disclosed, the Company’s largest software partner has informed resellers that it intends to
change certain elements of its channel incentive programs effective in late 2011, and those changes could adversely
affect the Company’s results of operations, primarily beginning in 2012. We currently expect the financial effect to be
immaterial to our financial performance in 2011. Additional details of the new programs have recently been announced
and as a result, we now expect the full year 2012 effect to be a reduction of gross profit of between $5 and $10 million.

Our discussion and analysis of financial condition and results of operations is intended to assist in the understanding
of our consolidated financial statements, the changes in certain key items in those consolidated financial statements from
year to year and the primary factors that contributed to those changes; as well as how certain critical accounting
estimates affect our Consolidated Financial Statements. )

Critical Accounting Estimates

General

Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting
principles (“GAAP”). For a summary of significant accounting policies, see Note 1 to the Consolidated Financial
Statements in Part II, Item 8 of this report. The preparation of these consolidated financial statements requires us to
make estimates and assumptions that affect the reported amounts of assets, liabilities, net sales and expenses. We base
our estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results, however, may differ from estimates we have
made. Members of our senior management have discussed the critical accounting estimates and related disclosures with
the Audit Committee of our Board of Directors.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (continued)

We consider the following to be our critical accounting estimates used in the preparation of our Consolidated
Financial Statements:

Sales Recognition

Sales are recognized when title and risk of loss are passed to the client, there is persuasive evidence of an arrangement
for sale, delivery has occurred and/or services have been rendered, the sales price is fixed or determinable and collectibility
is reasonably assured. Our usual sales terms are F.O.B. shipping point or equivalent, at which time title and risk of loss
have passed to the client. However, because we either (i) have a general practice of covering client losses while products
are in transit despite title and risk of loss contractually transferring at the point of shipment or (ii) have specifically stated
F.O.B. destination contractual terms with the client, delivery is not deemed to have occurred until the point in time when the
product is received by the client.

We make provisions for estimated product returns that we expect to occur under our return policy based upon historical
return rates. Our manufacturers warrant most of the products we market, and it is our policy to request that clients return
their defective products directly to the manufacturer for warranty service. On selected products, and for selected client
service reasons, we may accept returns directly from the client and then either credit the client or ship a replacement
product. We generally offer a limited 15- to 30-day return policy for unopened products and certain opened products,
which are consistent with manufacturers? terms; however, for some products we may charge restocking fees. Products
returned opened are processed and returned to the manufacturer or partner for repair, replacement or credit to us. We
resell most unopened products returned to us. Products that cannot be returned to the manufacturer for warranty
processing but are in working condition are sold to inventory liquidators, to end users as “previously sold” or “used”
products, or through other channels to reduce our losses from returned products.

We record freight billed to our clients as net sales and the related freight costs as costs of goods sold. We report
sales net of any sales-based taxes assessed by governmental authorities that are imposed on and concurrent with sales
transactions.

Revenue is recognized from software sales when clients acquire the right to use or copy software under license, but in
no case prior to the commencement of the term of the initial software license agreement, provided that all other revenue
recognition criteria have been met (i.e., delivery, evidence of the arrangement exists, the fee is fixed or determinable and
collectibility of the fee is probable).

From time to time, the sale of hardware and software products may also include the provision of services and the
associated contracts contain multiple elements or non-standard terms and conditions. Sales of services currently represent a
small percentage of our net sales, and a significant amount of services that are performed in conjunction with hardware and
software sales are completed in our facilities prior to shipment of the product. In these circumstances, net sales for the
hardware, software and services are recognized upon delivery. Net sales of services that are performed at client locations
are often service-only contracts and are recorded as sales when the services are performed and completed. If the service
is performed at a client location in conjunction with a hardware, software or other services sale, we recognize net sales
for delivered items only when all of the following criteria are satisfied:

¢ the delivered item(s) has value to the client on a stand-alone basis;

o there is objective and reliable evidence of the fair value of the undelivered item(s); and

¢  if the arrangement includes a general right of return relative to the delivered item, delivery or performance of
the undelivered item(s) is considered probable and substantially in our control. -

We sell certain third-party service contracts and software assurance or subscription products for which we are not
the primary obligor. These sales do not meet the criteria for gross sales recognition and, thus, are recorded on a net sales
recognition basis. As we enter into contracts with third-party service providers or vendors, we evaluate whether the
subsequent sales of such services should be recorded as gross sales or net sales. We determine whether we act as a
principal in the transaction and assume the risks and rewards of ownership or if we are simply acting as an agent or
broker. Under gross sales recognition, the entire selling price is recorded in sales and our cost to the third-party service
provider or vendor is recorded in costs of goods sold. Under net sales recognition, the cost to the-third-party service
provider or vendor is recorded as a reduction to sales, resulting in net sales equal to the gross profit on the transaction,
and there are no costs of goods sold.
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Additionally, we sell certain professional services contracts on a fixed fee basis. Revenues for fixed fee professional
services contracts are recognized based on the ratio of costs incurred to total estimated costs. Net sales for these service
contracts are not a significant portion of our consolidated net sales.

Partner Funding

We receive payments and credits from partners, including consideration pursuant to volume sales incentive
programs, volume purchase incentive programs and shared marketing expense programs. Partner funding received
pursuant to volume sales incentive programs is recognized as it is earned as a reduction to costs of goods sold. Partner
funding received pursuant to volume purchase incentive programs is allocated as a reduction to inventories based on the
applicable incentives earned from each partner and is recorded in costs of goods sold as the inventory is sold. Changes
in estimates of anticipated achievement levels under individual partner programs may affect oyr results of operations and
our cash flows.

¢ See Note 1 to the Consolidated Financial Statements in Part II, Item 8 of this report for further discussion of our
accounting policies related to partner funding. '

Stock-Based Compensation

We recognize stock-based compensation net of an estimated forfeiture rate and only recognize compensation
expense for those shares expected to vest over the requisite service period of the award. Starting in 2006, we elected to
primarily issue service-based and performance-based restricted stock units (“RSUs”). The number of RSUs ultimately
awarded under performance-based RSUs varies based on whether we achieve certain financial results. We record
compensation expense each period based on our estimate of the most probable number of RSUs that will be issued under
the grants of performance-based RSUs. For any stock options awarded, modifications to previous awards or awards of
RSUs that are tied to specified market conditions, we use option pricing models or lattice (binomial) models to determine
fair value of the awards.

The estimated fair value of stock options is determined on the date of the grant using the Black-Scholes-Merton
(“Black-Scholes™) option-pricing model. The Black-Scholes model requires us to apply highly subjective assumptions,
including expected stock price volatility, expected life of the option and the risk-free interest rate. A change in one or
more of the assumptions used in the option-pricing model may result in a material change to the estimated fair value of
the stock-based compensation.

See Note 11 to the Consolidated Financial Statements in Part IT, Item 8 of this report for further discussion of stock-
based compensation.

Allowance for Doubtful Accounts

Our allowance for doubtful accounts is determined using estimated losses on accounts receivable based on
evaluation of the aging of the receivables, historical write-offs and the current economic environment. Should our
clients’ or vendors® circumstances change or actual collections of client and vendor receivables differ from our estimates,
adjustments to the provision for losses on accounts receivable and the related allowances for doubtful accounts would be
recorded. See further information on our allowance for doubtful accounts in Note 17 to the Consolidated Financial
Statements in Part II, Item 8 of this report. '

Valuation of Long-Lived Assets Including Purchased Intangible Assets and Goodwill

We review property, plant and equipment and purchased intangible assets for impairment whenever events or
changes in circumstances indicate the carrying value of an asset may not be recoverable. If such events or changes in
circumstances indicate a possible impairment, our asset impairment review assesses the recoverability of the assets based
on the estimated undiscounted future cash flows expected to result from the use of the asset plus net proceeds expected
from disposition of the asset (if any) and compares that value to the carrying value. Such impairment test is based on the
lowest level for which identifiable cash flows are largely independent of the cash flows of other groups of assets and
liabilities. If the carrying value exceeds the future cash flows, an impairment loss is recognized for the difference
between fair value and the carrying amount. This approach uses our estimates of future market growth, forecasted net
sales and costs, expected periods the assets will be utilized and appropriate discount rates.
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We perform an annual review of our goodwill in the fourth quarter of every year, or more frequently if indicators of
potential impairment exist, to determine if the carrying value of our recorded goodwill is impaired. We continually
assess whether any indicators of impairment exist, which requires a significant amount of judgment. Events or
circumstances that could trigger an impairment review include a significant adverse change in legal factors or in the
business climate, unanticipated competition, significant changes in the manner of our use of the acquired assets or the
strategy for our overall business, significant negative industry or economic trends, significant declines in our stock price
for a sustained period or significant underperformance relative to expected historical or projected future cash flows or
results of operations. Any adverse change in these factors, among others, could have a significant effect on the
recoverability of goodwill and could have a material effect on our consolidated financial statements.

The goodwill impairment test is performed at the reporting unit level. A reporting unit is an operating segment or .
one level below an operating segment (referred to as a “component”). A component of an operating segment is a
reporting unit if the component constitutes a business for which discrete financial information is available and
management of the segment regularly reviews the operating results of that component. When two or more components |
of an operating segment have similar economic characteristics, the components may be aggregated and deemed a single
reporting unit. An operating segment shall be deemed to be a reporting unit if all of its components are similar, if none
of its components is a reporting unit, or if the segment comprises only a single component. Insight has three reporting
units, which are equivalent to our operating segments.

The goodwill impairment test is a two step analysis. In testing for a potential impairment of goodwill, we first
compare the estimated fair value of each reporting unit in which the goodwill resides to its book value, including
goodwill. Management must apply judgment in determining the estimated fair value of our reporting units. Multiple
valuation techniques can be used to assess the fair value of the reporting unit, including the market and income
approaches. All of these techniques include the use of estimates and assumptions that are inherently uncertain. Changes
in these estimates and assumptions could materially affect the determination of fair value or goodwill impairment, or
both. These estimates and assumptions primarily include, but are not limited to, an appropriate control premium in
excess of the market capitalization of the Company, future market growth, forecasted sales and costs and appropriate
discount rates. Due to the inherent uncertainty involved in making these estimates, actual results could differ from those
estimates. Management evaluates the merits of each significant assumption, both individually and in the aggregate, used
to determine the fair value of the reporting units. If the estimated fair value exceeds book value, goodwill is considered
not to be impaired and no additional steps are necessary. To ensure the reasonableness of the estimated fair values of our
reporting units, we perform a reconciliation of our total market capitalization to the estimated fair value of all of our
reporting units.

If the fair value of the reporting unit is less than its book value, then we are required to perform the second step of
the impairment analysis by comparing the carrying amount of the goodwill with its implied fair value. In step two of the
analysis, we utilize the fair value of the reporting unit computed in the first step. to perform a hypothetical purchase price
allocation to the fair value of the assets and liabilities of the reporting unit. The difference between the fair value of the
reporting unit calculated in step one and the fair value of the underlying assets and liabilities of the reporting unit is the
implied fair value of the reporting unit’s goodwill. Management must also apply judgment in determining the estimated
fair value of these individual assets and liabilities and may include independent valuations of certain internally generated
and unrecognized intangible assets, such as trademarks. Management also evaluates the merits of each significant
assumption, both individually and in the aggregate, used to determine the fair values of these individual assets and
liabilities. If the carrying amount of our goodwill exceeds the implied fair value of that goodwill, an impairment loss
would be recognized in an amount equal to the excess. .

See further information on the carrying value of goodwill and the impairment charges recorded in 2008 in Note 3 to
the Consolidated Financial Statements in Part II, Item 8 of this report.

Severance and Restructuring Activities

We have taken, and may continue to take, severance and restructuring actions which require us to utilize significant
estimates of costs relating to employee termination benefits and costs to terminate leases or remaining lease
commitments on unused facilities, net of estimated subleases. Should the actual amounts differ from our estimates,
adjustments to severance and restructuring expenses in subsequent periods would be necessary. A detailed description of
our severance, restructuring and acquisition integration activities and remaining accruals for these activities at December
31, 2010 can be found in Note 9 to the Consolidated Financial Statements in Part 11, Item 8 of this report.
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Income Taxes

Our effective tax rate includes the effect of certain undistributed foreign earnings for which no U.S. taxes have been
provided because such earnings are planned to be reinvested indefinitely outside the U.S. Earnings remittance amounts
are planned based on the projected cash flow needs as well as the working capital and long-term investment requirements
of our foreign subsidiaries and our domestic operations. Material changes in our estimates of cash, working capital and
long-term investment requirements could affect our effective tax rate.

We record a valuation allowance to reduce our deferred tax assets to the amount that is more likely than not to be
realized. We consider past operating results, future market growth, forecasted earnings, historical and projected taxable
income, the mix of earnings in the jurisdictions in which we operate, prudent and feasible tax planning strategies and
statutory tax law changes in determining the need for a valuation allowance. If we were to determine that it is more
likely than not that we would not be able to realize all or part of our net deferred tax assets in the future, an adjustment to
the! deferred tax assets would be charged to earnings in the period such determination is made. Likewise, if we later
determine that it is more likely than not that all or part of the net deferred tax assets would be realized, then all or part of
the previously provided valuation allowance would be reversed. Effective January 1, 2009, any change in a valuation
allowance and uncertain tax positions established in purchase accounting will be a benefit to, or charge against, earnings.
Additional information about the valuation aIlowance can be found in Note 10 to the Consolidated Financial Statements
in Part II, Item 8 of this report.

Contingencies

From time to time, we are subject to potential claims and assessments from third parties. We are also subject to various
governmental, client and vendor audits. We continually assess whether or not such claims have merit and warrant accrual if
it is both probable that a liability has been incurred and the amount of the loss can be reasonably estimated. Where
appropriate, we accrue estimates of anticipated liabilities in the consolidated financial statements. Such estimates are
subject to change and may affect our results of operations and our cash flows. Additional information about contingencies
can be found in Note 16 to the Consolidated Financial Statements in Part II, Item 8 of this report.

RESULTS OF OPERATIONS

The following table sets forth for the periods presented certain financial data as a percentage of net sales for the
years ended December 31, 2010, 2009 and 2008:

2010 2009 2008

IO SALES. et ieeeeeeeetieeeeeeeeeeeteesestesseessssaesasaeaensresaasssaeaesssseeesabanesananaessne 100.0% 100.0% 100.0%
. Costs 0f g00dS SOI....c.erveeriieiiiiiiiei e 86.6 ~ 86.3 86.2
GIOSS PIOFIL. . cvcereiiienieierereesieer st 13.4 13.7 13.8
Operating expenses: ‘
Selling and adminiStrative EXPENSES ......c.ovviirreieriermnreierieisieseernesens i 10.8 12.1 11.7
Goodwill IMPAITMENT ....ceveiiriiiiiiii e - - 8.2
Severance and restructuring €XPenSeES........ouiuvvriviriieeriinieeonianienenneens <0.1 0.3 0.2
Earnings (loss) from operations ........ et e erbeereeesbeaenteentreeraeenes 2.6 1.3 (6.3)
Non-operating €Xpemnse, NEL.......ooceieieierinieeitnenete e 0.2 03 . 0.5
Earnings (loss) from continuing operations before income taxes.... 2.4 1.0 (6.8)
Income tax expense (benefit). ... 0.8 03 1.8)
Net earnings (loss) from continuing OPErations ............ccovvveveinne 1.6 0.7 (5.0)
Earnings from a discontinued operation, net of taxes ..........c.coeeeeee. - 0.1 -
Net €arnings (10SS) ...crvevererieeiiriiiiiiniiet e 1.6% 0.8% (5.0%)

Throughout this “Results of Operations™ section of “Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” we refer to changes in net sales, gross profit and selling and administrative expenses in
EMEA and APAC excluding the effects of foreign currency movements. In computing these change amounts and
percentages, we compare the current year amount as translated into U.S. dollars under the applicable accounting
standards to the prior year amount in local currency translated into U.S. dollars utilizing the average translation rate for
the current year.
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2010 Compared to 2009
Net Sales. Net sales for the year ended December 31, 2010 increased 16% to $4.8 billion compared to the year

ended December 31, 2009. Our net sales by operating segment for the years ended December 31, 2010 and 2009 were as
follows (dollars in thousands):

2010 2009 % Change
North America........ccocceenvninneeennne, $ 3,340,162 $ 2,840,786 - 18%
EMEA. ..., ' 1,310,549 1,151,749  14%
APAC .. 159.219 144,370 10%
Consolidated........ccccoemvimnirieriecrircnn. $  4.809.930 $  4.136,905 16%

Net sales in North America increased $499.4 million or 18% for the year ended December 31, 2010 compared to the
! year ended December 31, 2009. Net sales of hardware and software increased 26% and 9%, respectively, year over year,
while net sales in the services category declined 11% year to year. The increase in hardware and software net sales is
primarily due to higher volume with the year over year improvement in the demand environment for IT products
compared to the depressed levels of IT spending experienced in North America in 2009. The decrease in sales of
services year to year resulted primarily from a large services engagement in 2009 that did not recur in the current year.

Net sales in EMEA increased $158.8 million or 14%, in U.S. dollars, for the year ended December 31, 2010
compared to the year ended December 31, 2009. Excluding the effects of foreign currency movements, net sales were up
18% compared to the prior year. Net sales of hardware grew 10% year over year in U.S. dollars, 12% excluding the
effects of foreign currency movements, due to higher demand across all client groups. Software net sales increased 15%
year over year in U.S. dollars, 21% excluding the effects of foreign currency movements, due primarily to higher volume
and new client engagements and new product offerings from our publishers, reflecting the year over year improvement in
the global IT demand environment compared to the depressed levels of IT spending experienced in EMEA in 2009. Net
sales from services increased 36% year over year in U.S. dollars, 40% excluding the effects of foreign currency
movements, due primarily to new client engagements.

Our APAC segment recognized net sales of $159.2 million in U.S. dollars for the year ended December 31, 2010, an
increase of $14.8 million or 10%, compared to the year ended December 31, 2009. Net sales were flat year to year
excluding the effects of foreign currency movements.

Net sales by category for North America, EMEA and APAC were as follows for the years ended December 31, 2010
and 2009: R
North America EMEA , APAC

Years Ended December 31, _Years Ended December 31, - Years Ended December 31,
Sales Mix 2010 2009 2010 2009 2010 2009
Hardware .................. 64% . 60% 33% 349 <1% 1%
Software.................... 30% 32% 66% 65% 97% 98%
Services.......ccovvennnn. 6% 8% . 1% 1% 3% 1%
100% 100% 100% 100% . 100% 100%

Currently, our offerings in North America and the United Kingdom include IT hardware, software and services. Our
offerings in the remainder of our EMEA segment and in APAC are almost entirely software and select software-related
services.

28



INSIGHT ENTERPRISES, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (continued)

Gross Profit. Gross profit increased 14% to $646.1 million for the year ended December 31, 2010 compared to the
year ended December 31, 2009, with a 30 basis point decrease in gross margin. Our gross profit and gross profit as a
percent of net sales by operating segment for the years ended December 31, 2010 and 2009 were as follows (dollars in
thousands):

% of Net % of Net
2010 Sales 2009 ’ Sales
NOTth AMETICA «.vvveereeereereeereeeeean, $ 442,068 13.2% $ 389,717 13.7%
EMEA ..o 176,018 13.4% 159,109 13.8%
APAC ... 28,011 17.6% i9,788.  13.7%
Consolidated ......oooveeivvvneneeeeiinnnnen. $ 646097 13.4% $ 568614 13.7%

North America’s gross profit for the year ended December 31, 2010 increased 13% compared to the year ended
December 31, 2009, but as a percentage of net sales, gross margin declined by 50 basis points year to year, due primarily
to a 78 basis point decrease in margin from the sale of services associated with the large services engagement during
2009 that did not recur in the current year and a decrease in margin related to agency fees for enterprise software
agreements of 32 basis points. These decreases in margin were offset by a 56 basis point increase in product margin,
which includes vendor funding and freight, driven primarily by sales in our hardware category. Contributing to this
increase in product margin was the extinguishment of $7.4 million of certain restatement-related trade credits during the
year ended December 31, 2010 compared to $3.5 million in 2009, through negotiated settlement or other legal release of
the recorded liabilities, which contributed 10 basis points to the increase in margin.

EMEA’s gross profit increased 11% in U.S. dollars for the year ended December 31, 2010 compared to the year
ended December 31, 2009. Excluding the effects of foreign currency movements, gross profit was up 15% compared to
the prior year. As a percentage of net sales, gross margin declined 40 basis points due primarily to decreases in agency
fees for enterprise software agreement renewals of 44 basis points.

APAC’s gross profit increased 42% for the year ended December 31, 2010 compared to the year ended December
31, 2009. Excluding the effects of foreign currency movements, gross profit increased 28% compared to the prior year.
As a percentage of net sales, gross margin increased by 390 basis points, due primarily to an increase of 213 basis points
in product margin, which includes vendor funding, an increase in the margin contribution from agency fees for enterprise
software agreements of 149 basis points and an increase in margin from sales of services of 26 basis points. These
increases resulted primarily from changes in client and publisher mix.

Operating Expenses.

Selling and Administrative Expenses. Selling and administrative expenses increased $17.0 million or 3% in the
year ended December 31, 2010 compared to the year ended December 31, 2009 primarily attributable to increases in

. variable compensation on increased sales. Selling and administrative expenses decreased 130 basis points as a
. percentage of net sales for the year ended December 31, 2010 compared to the year ended December 31, 2009 as we

continued our expense management initiatives. Selling and administrative expenses as a percent of net-sales by
operating segment for the years ended December 31, 2010 and 2009 were as follows (dollars in thousands):

% of Net : % of Net
‘ 2010 Sales 2009 .. Sales
North AMEriCa.......oovvvvvevveeeeeneeenne. $ 348,842 10.4% $ 346,306 12.2%
EMEA. ... 149,945 11.4% 140,380 - 12.2%
APAC ..o 20.278 12.7% 15416 10.7%
Consolidated.........ccceevererreneeenenen. $ 519,065 10.8% $ 502,102 12.1%

North America’s selling and administrative expenses increased 1%, or $2.5 million for the year ended December 31,
2010 compared to the year ended December 31, 2009, but as a percentage of net sales, selling and administrative
expenses decreased 180 basis points to 10.4% of net sales for the year. Increases in variable costs of $11.2 million on
higher sales in the year ended December 31, 2010 and increased bonus and non-cash stock-based compensation expense
resulting from over-attainment against our operating plan were mostly offset by (i) a $5.5 million decline in legal and
professional fees year to year, primarily related to professional fees and costs associated with the trade credits
restatement as well as a decrease in our annual audit fee and (ii) a $4.1 million decrease resulting from the effect on the
year to year comparison of the prior year non-cash stock-based compensation charges. These charges related to the
North America portion of the termination of an equity-based incentive compensation plan relating to certain of our
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executive officers in February 2009 that did not recur in 2010. Further, selling and administrative expenses in the year
ended December 31, 2010 were reduced by $2.9 million upon the collection of a single account receivable which we had
specifically reserved as doubtful during the fourth quarter of 2009.

EMEA’s selling and administrative expenses increased 7%, or $9.6 million in U.S. dollars, for the year ended
December 31, 2010 compared to the year ended December 31, 2009. Excluding the effects of foreign currency
movements, selling and administrative expenses increased 11% compared to the prior year. This year over year increase
was primarily driven by higher variable compensation and sales incentives on increased net sales. As a percentage of net
sales, selling and administrative expenses decreased 80 basis points due to relatively stable fixed personnel costs year to
year while sales have increased in 2010. Selling and administrative expenses for the year ended December 31, 2009
included $1.4 million of non-cash stock-based compensation charges related to the EMEA portion of the termination of
an equity-based incentive compensation plan in the first quarter of 2009 that did not recur in 2010 as discussed above.

APACs selling and administrative expenses increased 32% or $4.9 million in U.S. dollars, for the year ended
December 31, 2010 compared to the year ended December 31, 2009. Excluding the effects of foreign currency
movements, selling and administrative expenses increased 16% compared to the prior year. The year over year increases
in selling and administrative expenses are primarily attributable to increases in fixed compensation with increases in
head count year over year and increases in variable compensation on higher sales in the year ended December 31, 2010.

Severance and Restructuring Expenses. During the year ended December 31, 2010, North America and EMEA
recorded severance expense of $2.0 million and $1.0 million, respectively. The North America charge was part of the
roll-out of our new sales engagement model and plans to add new leadership in key areas, and the EMEA charge was
associated with the severance for the elimination of certain positions based on a re-alignment of roles and
responsibilities. In EMEA, $1.5 million in new severance costs was offset by $523,000 of adjustments to prior
severance accruals due to current period changes in estimates. During the year ended December 31, 2009, North
America, EMEA and APAC recorded severance expense of $10.3 million, $3.0 million and $302,000, respectively,
related to the departure of Insight’s former President and Chief Executive Officer and ongoing restructuring efforts to
reduce operating expenses. See Note 9 to the Consolidated Financial Statements in Part IT, Item $ of this report for
further discussion of severance and restructuring activities.

Non-Operating (Income) Expense.

Interest Income. Interest income for the years ended December 31, 2010 and 2009 was generated through short-
term investments. The increase in interest income year over year is primarily due to higher average cash and cash
equivalent balances in 2010.

Interest Expense. Interest expense primarily relates to borrowings under our financing facilities and capital lease
obligation and imputed interest under our inventory financing facility. In 2009, we also accrued $2.0 million for interest
expense related to our anticipated unclaimed property settlement under two state programs in 2010. In 2010, we reduced
interest expense by $553,000 for a change in estimate of accrued interest upon settlement with these two states. Imputed
interest under our inventory financing facility was $2.1 million and $1.8 million for the years ended December 31, 2010
and 2009, respectively. After giving effect to these items, the remaining decrease in interest expense for the year ended
December 31, 2010 compared to the year ended December 31, 2009 is due primarily to decreases in the weighted
average borrowings outstanding as we have used excess cash to pay down debt. :

Net Foreign Currency Exchange Gains/Losses. These gains/losses result from foreign currency transactions,
including the period-end remeasurement of intercompany balances that are not considered long-term in nature. The
change from a net foreign currency exchange gain in the prior year to a loss in the current year is due primarily to more
volatility in the applicable exchange rates, particularly in our APAC segment.

Other Expense, Net. Other expense, net, consists primarily of bank fees associated with our cash management
activities.

Income Tax Expense. Our effective tax rate from continuing operations for the year ended December 31, 2010 was
34.5% compared to 26.3% for the year ended December 31, 2009. The effective tax rates in both years were less than
the federal statutory rate of 35.0% primarily due to the recapitalization of a foreign subsidiary during the fourth quarter
of each year. Further, our 2009 effective tax rate was also reduced by the true-up of certain foreign deferred tax assets.
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See Note 10 to the Consolidated Financial Statements in Part II, Item 8 of this report for further discussion of income tax
expense.

Earnings from Discontinued Operations. During the year ended December 31, 2009, we recorded earnings from a
discontinued operation of $4.5 million, $2.8 million net of tax, as a result of the favorable settlement on July 7, 2009 of
an arbitrated claim related to the 2006 sale of a former subsidiary. The amount recognized was net of payments to
holders of approximately 2.0 million exercised stock options of the former subsidiary and a broker success fee with
respect to the settlement totaling $540,000. See Note 19 to the Consolidated Financial Statements in Part II, Item 8 of
this report for further discussion.

2009 Compared to 2008

Net Sales. Net sales for the year ended December 31, 2009 decreased 14% to $4.1 billion compared to the yeér
ended December 31, 2008. Our net sales by operating segment for the years ended December 31, 2009 and 2008 were as
follows (dollars in thousands):

2009 2008 % Change
NOTth AMELICA rvrvoreveeeceveeerererressesseseseeee $ 2840786 $ 3362544  (16%)
EMEA oo eeeeeeeveveeeeereeeseseseses e 1,151,749 1309365  (12%)
APAC oo eereeeeneeneeee 144,370 153.580 (6%)
CONSOHAAEA v rereeeeveeeeeeerereeseeeeerereeee $ 4136905 $ 4825489  (14%)

Net sales in North America decreased $521.8 million or 16% for the year ended December 31, 2009 compared to the
year ended December 31, 2008, reflecting the effects of the challenging economic climate during 2009. Hardware and
software net sales in North America for the year ended December 31, 2009 decreased 21% and 13%, respectively, while.
net sales from services increased 26% year over year. The decline in software sales year over year primarily relates to
program changes with our largest software partner. The increase in services net sales is primarily due to several large
professional services engagements during the year ended December 31, 2009, particularly a large professional services
engagement that spanned the last three quarters of 2009. During 2009, we continued to increase the mix of services as a
percentage of our net sales, which increased from 6% of net sales to 8% of net sales year over year.

Net sales in EMEA decreased $157.6 million or 12% for the year ended December 31, 2009 compared to the year
ended December 31, 2008. Excluding the effects of foreign currency movements, net sales in EMEA decreased only
$24.7 million or 2% year over year. In U.S. dollars, the negative year over year comparison resulted from a 16% decline
in hardware net sales and a 10% decline in software net sales, partially offset by an increase in services, which grew 16%
year over year. These results reflect the challenging global IT demand environment as well as the previously announced
changes in programs with our largest software partner. The year over year improvement in sales of services primarily
_ resulted from the contribution of MINX, acquired in July 2008.

Our APAC segment recognized net sales of $144.4 million for the year ended December 31, 2009, a decrease of
$9.2 million or 6%, compared to the year ended December 31, 2008, primarily as a result of the previously announced
changes in programs with our largest software partner, offset by increased public sector spending in Australia.
Excluding the effects of foreign currency movements, net sales in APAC decreased by $5.3 mllhon or 4% year over
year.

Net sales by category for North America, EMEA and APAC were as follows for the years ended December 31, 2009
and 2008: ; -

North America EMEA APAC
Years Ended December 31, _Years Ended December 31, _Years Ended December 31,
Sales Mix 2009 2008 2009 2008 2009 2008
Hardware.........c....... 60% 63% 34% 35% 1% -
Software......ccccevvees 32% 31% 65% 64% 98% 100%
Services....oovarveneenns 8% 6% 1% 1% 1% -
100% 100% 100% 100% 100% 100%
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Gross Profit. Gross profit decreased 14% to $568.6 million for the year ended December 31, 2009 compared to the
year ended December 31, 2008, with a 10 basis point decrease in gross margin. Our gross profit and gross profit as a
percent of net sales by operating segment for the years ended December 31, 2009 and 2008 were as follows (dollars in
thousands):

% of Net % of Net
2009 Sales 2008 Sales
North AmMerica ...c.cccooeeeeeeeeeeeeaenn. $ 389,717 13.7% $ 449,186 13.4%
EMEA ..o, 159,109 13.8% 190,673 14.6%
APAC. ..o, 19,788 13.7% 23,724 15.4%
Consolidated ........ccoooevevoveeeeeena, $ 568614 13.7% $ 663,583 13.8%

North America’s gross profit declined by $59.5 million or 13% for the year ended December 31, 2009 compared to
the year ended December 31, 2008, but as a percentage of net sales, gross margin increased 30 basis points year over
year, primarily due to higher margins in the services category. Gross profit on services net sales contributed 87 basis

1 points to the increase in margin year over year, reflecting the several large professional services engagements during the

year ended December 31, 2009 discussed above, and gross profit generated by freight contributed 9 basis points to the
increase in margin year over year. In addition, the extinguishment of $3.5 million of certain restatement-related trade
credits during the year ended December 31, 2009, through negotiated settlement or other legal release of the recorded
liabilities, contributed 12 basis points to the increase in margin. These increases were offset partially by decreases in
agency fees for enterprise software agreement renewals of 34 basis points and market pricing pressures which have
driven decreases in product margin, which includes partner funding, of 45 basis points.

EMEA’s gross profit decreased for the year ended December 31, 2009 by $31.6 million or 17% compared to the
year ended December 31, 2008. Excluding the effects of foreign currency movements, gross profit was down $11.8
million or 7% compared to the prior year. As a percentage of net sales, gross profit decreased by 80 basis points from
2008 to 2009 due primarily to decreases in product margin, which includes partner funding, of 46 basis points, a decrease
in supplier discounts of 17 basis points and a decrease in agency fees for enterprise software agreement renewals of 11
basis points. These results reflect a change in client mix, which during 2009 included more public sector sales at lower
margins, and the effects of partner program changes.

APAC’s gross profit decreased for the year ended December 31, 2009 by $3.9 million or 17% compared to the year
ended December 31, 2008. Excluding the effects of foreign currency movements, gross profit was down $2.9 million or
13% compared to the prior year. As a percentage of net sales, gross profit decreased 170 basis points from 2008 to 2009
due primarily to lower margin on public sector sales and a decrease in agency fees for enterprise software agreement
renewals.

, Operating Expenses.

Selling and Administrative Expenses. Selling and administrative expenses decreased $59.9 million or 11% in the
year ended December 31, 2009 compared to the year ended December 31, 2008 due primarily to the benefits of
aggressive expense management and cost reduction actions taken throughout 2009. Selling and administrative expenses
increased 50 basis points as a percentage of net sales for the year ended December 31, 2009 compared to the year ended
December 31, 2008. Selling and administrative expenses as a percent of net sales by operatm0 segment for the years
ended December 31, 2009 and 2008 were as follows (dollars in thousands):

% of Net . % of Net
2009 Sales 2008 Sales
North America...........ccooeveeeeeeveean, $ 346,306 12.2% $ 391,629 11.6%
EMEA.. ... 140,380 12.2% 152,617 11.7%
APAC ... 15.416 10.7% 17.741 11.6%
Consolidated........ccccoeevvevveereeennn. $ 502,102 12.1% $ 561,987 11.6%

North America’s selling and administrative expenses decreased $45.3 million or 12% for the year ended December
31, 2009 compared to the year ended December 31, 2008. The decrease in selling and administrative expenses is
primarily attributable to the realization of the effects of cost reduction initiatives we implemented during 2009, and, to a
lesser extent, the effect of lower variable costs. Salaries, sales incentives and benefits accounted for approximately $40.9
million of the decrease, with an additional $5.1 million decline in travel and entertainment and a $3.3 million decline in
marketing expenses.
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Offsetting the effect of the cost reduction initiatives on North America’s selling and administrative expenses are the
following:

e  Approximately $12.4 million of selling and administrative expenses associated with Calence, are reflected in
the three months ended March 31, 2009 with no comparable expenses in the three months ended March 31,
2008, as Calence was acquired on April 1, 2008;

e Professional fees and costs for the year ended December 31, 2009 of $8.3 million assoc1ated with the trade
credits restatement remediation and related litigation;

¢ Non-cash stock-based compensation expense of $4.1 million associated with the termmatlon of the long-term
incentive award for our former Chief Executive Officer and the former President of our North America
operating segment discussed in Note 11 to our Consolidated Financial Statements in Part II, Item 8 of this
report; and

e  Anincrease in bad debt expense of $3.0 million primarily associated with the specific identification of a single
significant account for which we determined during the fourth quarter of 2009 that collection was doubtful.
This amount was subsequently recovered in 2010.

EMEA'’s selling and administrative expenses decreased $12.2 million or 8% for the year ended December 31, 2009
compared to the year ended December 31, 2008. Excluding the effects of foreign currency movements, selling and
administrative expenses increased $4.1 million or 3% year over year. The increase in selling and administrative
expenses is primarily attributable to salaries and wages and employee-related expenses, which increased due to increases
in sales employee headcount, sales incentive programs and recruitment costs. Selling and administrative expenses in
2009 include a non-cash stock-based compensation expense of $1.4 million associated with the termination of the long-
term incentive award for our former Chief Executive Officer and the President of our EMEA operating segment
discussed in Note 11 to our Consolidated Financial Statements in Part IT, Item 8 of this report.

APAC’s selling and administrative expenses decreased $2.3 miliion or 13% for the year ended December 31, 2009
compared to the year ended December 31, 2008. Excluding the effects of foreign currency movements, selling and
administrative expenses decreased $1.2 million or 7% year over year.

Goodwill Impairment. During the year ended December 31, 2008, we recorded goodwill impairment charges of
$397.2 million. See Note 3 to the Consolidated Financial Statements in Part II, Item 8 of this report for further
discussion of goodwill.

Severance and Restructuring Expenses. During the year ended December 31, 2009, North America, EMEA and
APAC recorded severance expense of $10.3 million, $3.0 million and $302,000, respectively; related to the departure of
Insight’s former President and Chief Executive Officer and ongoing restructuring efforts to reduce operating expenses.

, An adjustment of $708,000 was recorded as a reduction of severance and restructuring expenses recorded during the year
. ended December 31, 2009 and the related lease accrual in EMEA due to a change in estimate of the costs of exiting the
related leased facilities upon negotiation of the final settlement with the landlord. The leases expired in October 2009.
During the year ended December 31, 2008, North America, EMEA and APAC recorded severance expense of $4.6
million, $3.9 million and $39,000, respectively, related to restructuring efforts. See Note 9 to the Consolidated Financial
Statements in Part II, Item 8 of this report for further discussion of severance and restructuring activities.

Non-Operating (Income) Expense.

Interest Income. Interest income for the years ended December 31, 2009 and 2008 was generated through short-
term investments. The decrease in interest income year over year is primarily due to decreases in interest rates.

Interest Expense. Interest expense primarily relates to borrowings under our financing facilities and capital lease
obligation and imputed interest under our inventory financing facility. In 2009, we also accrued $2.0 million for interest
expense related to our anticipated unclaimed property settlement under two state programs in 2010. Imputed interest was
$1.8 million for the year ended December 31, 2009. The decrease in interest expense for the year ended December 31,
2009 compared to the year ended December 31, 2008 is due primarily to lower interest rates and decreases in the
weighted average borrowings outstanding as we were successful in our cash management initiatives and used excess
cash to pay down our debt balances.
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Net Foreign Currency Exchange Gains/Losses. These gains/losses result from foreign currency transactions,
including the period-end remeasurement of intercompany balances that are not considered long-term in nature. The
change from net foreign currency exchange losses in the prior year to a modest gain in the current year is due primarily
to less volatility in the applicable exchange rates and the effects of our use of foreign exchange forward contracts in 2009
to hedge certain non-functional currency assets and liabilities against changes in exchange rate movements.

Other Expense, Net. Other expense, net, consists primarily of bank fees associated with our cash management
activities.

Income Tax Expense. Our income tax expense from continuing operations for the year ended December 31, 2009
was $11.0 million compared to an income tax benefit from continuing operations of $86.3 million for the year ended
December 31, 2008. The change from a benefit in 2008 to expense in 2009 was primarily the result of the impairment
charge related to deductible goodwill during 2008. In addition, our 2009 effective tax rate of 26.3% was less than the
federal statutory rate of 35.0% primarily due to the recapitalization of one of our foreign subsidiaries and the true-up of

f certain foreign tax assets. See Note 10 to the Consolidated Financial Statements in Part I, Item 8 of this report for
further discussion of income tax expense.

Liquidity and Capital Resources

The following table sets forth for the periods presented certain consolidated cash flow information for the years
ended December 31, 2010, 2009 and 2008 (dollars in thousands):

2010 2009 2008
Net cash provided by operating activities.................... $ 98,181 $ 122,674 $ 141,746
Net cash used in investing activities ...........c..ccecvevnne. (23,095) (36,420) (153,813)
Net cash (used in) provided by financing activities...... (17,894) (70,269) 12,904
Foreign currency exchange effect on cash flow........... (1.495) 2.906 (8.380)
Increase (decrease) in cash and cash equivalents......... 55,697 18,891 (7,543)
Cash and cash equivalents at beginning of year .......... 68.066 49.175 56.718
Cash and cash equivalents at end of year..................... $ 123763 & 68.066 $ 49,175

Cash and Cash Flow

Our primary uses of cash during 2010 were to fund working capital requirements and capital expenditures and to
pay down.debt. Operating activities provided $98.2 million in cash, a 20% decrease from the year ended December 31,
2009. We made cash payments of $25.8 million during 2010 as part of our previously announced program of
compliance with state unclaimed property laws. Our operating cash flows and net borrowings under our inventory
financing facility, which is included in accounts payable, of $40.8 million enabled us to reduce our long-term debt under
our revolving credit facilities by $57.0 million, while increasing cash and cash equivalent balances by $55.7 million
since December 31, 2009. Capital expenditures were $18.0 million for the year, a 22% increase over 2009, due primarily
to expenditures related to IT systems projects in EMEA and North' America. Additionally, 2010 was burdened by a $1.5
million negative effect of foreign currency exchange rates on cash flow, while 2009 benefited from a $2.9 million
positive effect of foreign currency exchange rates on cash flow. '
""" During the year ended December 31, 2009, we recorded earnings from a discontinued operation of $4.5 million,
$2.8 million net of tax, as a result of the favorable settlement on July 7, 2009 of an arbitrated claim related to the 2006
sale of Direct Alliance, a former subsidiary that was sold on June 30, 2006. Since this amount had been deferred as of
the original sale date in 2006, the settlement in 2009 resulted in no cash flows to Insight related to the recognition of the
non-cash gain.

Net cash provided by operating activities. Cash flows from operating activities for the year ended December 31,
2010 reflect our net earnings, adjusted for non-cash items such as depreciation, amortization, stock-based compensation
expense, write-downs of inventories and deferred income taxes. Also contributing to the cash flows from operating
activities were increases in accounts payable and deferred revenue. The increase in accounts payable reflects increased
costs of goods sold associated with the increase in net sales in 2010 compared to the prior year. These increases in
operating cash flows were partially offset by increases in accounts receivable, inventories and other current assets and
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decreases in accrued expenses and other liabilities. The increase in accounts receivable also reflects increased net sales
in 2010 compared to the prior year. The increase in inventories in 2010 is primarily attributable to client specific
inventory purchased in North America late in 2010 as a result of new client engagements and overall higher demand for
hardware. The decrease in accrued expenses and other liabilities in 2010 was primarily due to payments made to settle
certain state unclaimed property liabilities and to reduce income taxes payable.

Cash flows from operating activities for the year ended December 31, 2009 reflect our net earnings, adjusted for
depreciation, amortization, non-cash stock-based compensation expense, write-downs of inventories, the provision for
losses on accounts receivable, the non-cash gain from the Direct Alliance arbitrated claim and deferred income taxes.
Also contributing to the cash flows from operating activities in 2009 were increases in deferred revenue and decreases in
accounts receivable. The decrease in accounts receivable in 2009 reflects the decrease in net sales compared to the prior
year as well as our focus on cash management. These increases in operating cash flows in 2009 were partially offset by
decreases in accounts payable in the normal course of business.

" Cash flows from operating activities for the year ended December 31, 2008 resulted primarily from our net loss
before the non-cash goodwill impairment charge, including the resulting increase in deferred tax assets associated with
the goodwill impairment charge, and before depreciation and amortization. Also contributing to the cash flows from
operating activities in 2008 were decreases in accounts receivable and other current assets, partially offset by decreases
in accounts payable in the normal course of business.

Our consolidated cash flow operating metrics as of December 31, 2010, 2009 and 2008 are as follows:

2010 2009 2008
Days sales outstanding in ending accounts receivable (“DSOs”) E vreeeerereneenes 78 78 79
Days inventory outstanding (excluding inventories not available for sale) ® .. 9 8 10
Days purchases outstanding in ending accounts payable (“DPOs”) @ everrernans (69) (63) (62)
Cash conversion cycle (days) ) e eeeeeeesssre s s ses e et s et es s sen e s asasaasanes 18 23 27

(a) Calculated as the balance of accounts receivable, net at the end of the period divided by daily net sales. Daily net
sales is calculated as net sales for the quarter divided by 92 days.

(b) Calculated as average inventories divided by daily costs of goods sold. Average inventories is calculated as the sum
of the balances of inventories at the beginning of the period plus inventories at the end of the period divided by two.
Daily costs of goods sold is calculated as costs of goods sold for the quarter divided by 92 days.

(c) Calculated as the balances of accounts payable, which includes the inventory financing facility, at the end of the
period divided by daily costs of goods sold. Daily costs of goods sold is calculated as costs of goods sold for the
quarter divided by 92 days. i

(d) Calculated as DSOs plus days inventory outstanding, less DPOs.

Our cash conversion cycle improved to 18 days in the fourth quarter ended December 31, 2010, decreasing five days
" from 23 days in the fourth quarter ended December 31, 2009. These results were primarily due to the expanded use of
our inventory financing facility, which contributed to an increase in DPOs during the fourth quarter of 2010 of six days,
partially offset by an increase in days inventory outstanding resulting from increased investment in inventory to support
specific client engagements. ’ ‘

Our cash conversion cycle was 23 days in the fourth quarter ended December 31, 2009, decreasing four days from
27 days in the fourth quarter ended December 31, 2008. DSOs decreased slightly for the quarter ended December 31,
2009 compared to the quarter ended December 31, 2008. In North America, reductions in past due accounts receivable
balances as a percent of total accounts receivable were offset by the effects of a higher percentage of accounts receivable
subject to longer payment terms, resulting in fairly flat performance. These results were offset by a reduction in DSOs in
our EMEA and APAC segments due primarily to the timing of sales and collections occurring earlier in the quarter
compared to the prior year period. Days inventory outstanding decreased from 2008 to 2009 as we realized the benefits
of our focus in 2009 on improving our purchasing efficiency. DPOs increased slightly during the fourth quarter of 2009
reflecting the expanded use of our inventory financing facility in the 2009 quarter compared to the same quarter in 2008.

We expect that cash flow from operations will be used, at least partially, to fund working capital as we typically pay
our partners on average terms that are shorter than the average terms granted to our clients in order to take advantage of
supplier discounts. We intend to use cash generated in 2011 in excess of working capital needs to pay down our
outstanding debt balances and support our capital expenditures for the year.
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Net cash used in investing activities. Capital expenditures of $18.0 million, $14.7 million and $26.6 million for the
years ended December 31, 2010, 2009 and 2008, respectively, primarily related to investments to upgrade our IT
systems. Capital expenditures during 2009 primarily related to expenditures to upgrade our IT systems in EMEA. We
expect total capital expenditures in 2011 to be between $20.0 million and $25.0 million, primarily for the integration of
our IT systems in North America onto a single platform over the next two years, the IT systems upgrade in our EMEA
operations and other facility and technology related maintenance and upgrade projects.

During the years ended December 31, 2010 and 2009, we made payments totaling $5.1 million and $21.7 million,
respectively, to the former owners of Calence for additional purchase price consideration and the related accrued interest
thereon as a result of Calence achieving certain performance targets during 2010, 2009 and 2008. During the year ended
December 31, 2008, we made a payment of $900,000 to resolve certain post-closing contingencies related to the sale of a
discontinued operation.

1 Net cash (used in) provided by financing activities. During the year ended December 31, 2010, we made net
repayments on our debt facilities that reduced our outstanding debt balances under our revolving credit facility by $57.0
million and had net borrowmgs under our inventory financing facility, which is included in accounts payable, of $40.8
million. During the year ended December 31, 2009, we made net repayments on our debt facilities that reduced our
outstanding debt balances under our revolving credit facility by $81.0 million. As of December 31, 2010, the only
current portion of our long-term debt relates to our capital lease obligation for certain IT equipment. During the year
ended December 31, 2009, we had net borrowings under our inventory financing facility of $13.4 million. During the
year ended December 31, 2008, we increased our outstanding debt by $25.8 million and subsequent to the acquisition of
Calence on April 1, 2008, had a net increase in our obligations under our new inventory financing facility of $48.9
million. These positive cash flows in 2008 were partially offset by the funding of $50.0 million of repurchases of our
common stock and the repayment of $11.0 million of debt assumed in the acquisitions of Calence and MINX during
2008.

As of December 31, 2010, our long-term debt balance consisted of $90.0 million outstanding under our $300.0
million senior revolving credit facility and a $2.6 million capital lease obligation. Our objective is to pay our debt
balances down while retaining adequate cash balances to meet overall business objectives.

On July 1, 2010, we entered into an amendment to our accounts receivable securitization financing facility (the
“ABS facility”), which amends certain provisions of the ABS facility to improve availability in the Borrowing Base, as
defined in the ABS facility, but did not change the $150,000,000 maximum borrowing capacity. Specifically, the
amendment (i) excludes from the Borrowing Base receivables of a specified obligor that had a negative impact on
availability under the facility, (ii) creates a basket to allow up to 10% of gross receivables with terms between 60 and 90
days to be eligible for borrowing, and (iii) increases to 35% from 25% the threshold above which the total amount of a
particular obligor’s receivables are treated as ineligible if the percentage of such obligor’s receivables that are more than
60 days past due exceeds such threshold. In addition, the amendment extends the maturity date of the ABS facility to
April 1, 2013, and decreases the variable interest rate by approximately 80 basis points for funds provided under the
ABS facility, calculated as the specified Pooled Commercial Paper Rate, as defined in the ABS facility, plus a fixed
1.45% margin (the “CP Margin”). However, beginning on July 1, 2012 (the “Reset Date”), the CP Margin may increase
(but in no event exceed 1.50%) based on percentage changes in high yield spreads comparing average index rates for the .
calendar month prior to the Reset Date against average index rates for the corresponding calendar month in the previous
year. Finally, the amendment prov1des that, under certain circumstances, the Company may be required to obtain a
public rating of the ABS facility from one or more credit rating agencies of at least “A” or its equivalent. Failure by the
Company to obtain such rating would result in an Amortization Event under the ABS facility. While the ABS facility
has a stated maximum amount, the actual availability under the facility is limited by the quantity and quality of the
underlying accounts receivable. As of December 31, 2010, the full $150,000,000 was available.

Our consolidated debt balance that can be outstanding at the end of any fiscal quarter under our senior revolving
credit facility and our ABS facility is limited by certain financial covenants, particularly a maximum leverage ratio. The
maximum leverage ratio is calculated as aggregate debt outstanding divided by the sum of the Company’s trailing twelve
month net earnings plus (i) interest expense, less non-cash imputed interest on our inventory financing facility, (ii)
income tax expense, (iii) depreciation and amortization and (iv) non-cash stock-based compensation (referred to herein

s “adjusted earnings”). The maximum leverage ratio permitted under the agreements is 2.50 times effective October 1,
2010 through April 1,2013. As a result of this limitation, of the $450,000,000 of aggregate maximum debt capacity
available under our senior revolving credit facility and our ABS facﬂlty, the Company’s debt balance that could have
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been outstanding as of December 31, 2010 was limited to $414,138,000 based on 2.50 times the Company’s trailing
twelve-month adjusted earnings. The maximum leverage, minimum fixed charge and asset coverage ratio financial
covenant requirements under the ABS facility were not modified as part of the July 1, 2010 amendment to the ABS

facility.

We anticipate that cash flows from operations, together with the funds available under our financing facilities will
be adequate to support our presently anticipated cash and working capital requirements for operations over the next 12
months.

Cash and cash equivalents held by foreign subsidiaries are generally subject to U.S. income taxation upon
repatriation to the U.S. For foreign entities not treated as branches for U.S. tax purposes, we do not prov1de for U.S.
income taxes on the undistributed earnings of these subsidiaries as earnings are reinvested and, in the opinion of
management, will continue to be reinvested indefinitely outside of the U.S. As of December 31, 2010, we had

Prommately $109.9 million in cash and cash equivalents in certain of our foreign subsidiaries where we consider
undistributed earnings for these foreign subsidiaries to be permanently reinvested. We used our excess cash balances in
the U.S. to pay down debt as of December 31, 2010. As of December 31, 2010, the majority of our foreign cash resides
in the Netherlands, the United Kingdom and Australia. Certain of these cash balances could and will be remitted to the
U.S. by paying down intercompany payables generated in the ordinary course of business. This repayment would not
change our policy to indefinitely reinvest earnings of its foreign subsidiaries. The undistributed earnings of foreign
subsidiaries that are deemed to be indefinitely invested outside of the U.S. were approximately $28.6 million at December
31, 2010, compared to $24.3 million at the end of 2009. We intend to use undistributed earnings for general business
purposes in the foreign jurisdictions as well as to fund our EMEA IT systems, various facility upgrades and the
expansion of our sales of hardware and services, in addition to software, to clients in EMEA countries.

On November 13, 2007, our Board of Directors authorized the repurchase of up to $50.0 million of our common stock
through September 30, 2008. During the year ended December 31, 2008 (and prior to September 30, 2008), we purchased
3.5 million shares of our common stock on the open market at an average price of $14.31 per share, which represented the
full amount authorized under the repurchase program. All shares repurchased were retired.

See Note 6 to the Consolidated Financial Statements in Part IT, Item 8 of this report for a description of our
financing facilities, including terms and covenants, amounts outstanding, amounts available and weighted average
borrowings and interest rates during the year.

Off-Balance Sheet Arrangements

We have.entered into off-balance sheet arrangements, which include guaranties and indemnifications. The
guaranties and indemnifications are discussed in Note 16 to the Consolidated Financial Statements in Part II, Item 8 of

, this report. We believe that none of our off-balance sheet arrangements have, or are reasonably likely to have, a material
. current or future effect on our financial condition, sales or expenses, results of operations, liquidity, cap1tal expenditures

or capital resources.
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Contractual Obligations

At December 31, 2010, our contractual obligations for continuing operations were as follows (in thousands):

Payments due by period

Less than 1-3 3-5 More than 5
) Total 1 Year Years Years Years
Long-term debt @ .........o.cooovivivreeres $ 90,000 $ - $ 90,000 $ - % -
Capital lease obligations..........cccceeveeevcnrnenn. 2,684 1,039 1,645 - -
Inventory financing facility ® ..................... 135,112 135,112 - ' - -
Operating lease obligations...........c..c.ovene..... 51,782 13,186 18,056 13,103 - 7,437
Severance and restructuring obligations © . 2,854 2,854 - - _ -
Other contractual obligations @.................. 22,692 6.297 9,757 3,638 3,000
TOtAL v $305.124 $ 158488 $119.458 $ 16741 $ 10.43$7

(a) Reflects the $90.0 million outstanding at December 31, 2010 under our senior revolving credit facility as due in
- April 2013, the date at which the facility matures. See further discussion in Note 6 to the Consolidated Financial
Statements in Part II, Item 8 of this report.

(b) See further discussion in Note 6 to the Consolidated Financial Statements in Part II, Item 8 of this report. As of
December 31, 2010, this amount was included in accounts payable related to this facility and has been included in
our contractual obligations table above as being due within the 30- to 60-day stated vendor terms.

(c) As aresult of approved severance and restructuring plans, we expect future cash expenditures related to employee
termination benefits and facilities based costs. See further discussion in Note 9 to the Consolidated Financial
Statements in Part II, Item 8 of this report.

(d) The table above includes:

I Estimated interest payments of $1.9 million in each of the next two years and $473,000 in the first three
months of 2013, based on the current debt balance of $90.0 million at December 31, 2010 under the
senior revolving credit facility, multiplied by the weighted average interest rate for the year ended
December 31, 2010 of 2.1% per annum.

II.  Amounts totaling $5.9 million over the next three years to the Valley of the Sun Bowl Foundation for
sponsorship of the Insight Bowl and $5.7 million over the next five years for advertising and marketing
events with the Arizona Cardinals at the University of Phoenix stadium. See further discussion in Note
16 to the Consolidated Financial Statements in Part II, Item 8 of this report.

III.  We estimate that we will owe $6.8 million in future years in connection with the obligations to perform
asset-retirement activities that are conditional on a future event.

The table above excludes $6.0 million of unrecognized tax benefits as we are unable to reasonably estimate the
ultimate amount or timing of settlement. See further discussion in Note 10 to the Consohdated Financial Statements in
Part II, Item 8 of this report.

Although we set purchase targets with our partners tied to the amount of supplier reimbursements we receive, we
have no material contractual purchase obligations.

Acquisitions

Our strategy may include the possible acquisition of or investments in other businesses to expand or complement our -
operations. The magnitude, timing and nature of any future acquisitions or investments will depend on a number of
factors, including the availability of suitable candidates, the negotiation of acceptable terms, our financial capabilities
and general economic and business conditions. Financing for future transactions would result in the utilization of cash,
incurrence of additional debt, issuance of stock or some combination of the three.

Inflation

We have historically not been adversely affected by inflation, as technological advances and competition within the
IT industry have generally caused the prices of the products we sell to decline and product life cycles tend to be short.
This requires our growth in unit sales to exceed the decline in prices in order to increase our net sales. .We believe that
most price increases could be passed on to our clients, as prices charged by us are not set by long-térm contracts;
however, as a result of competitive pressure, there can be no assurance that the full effect of any such price increases
could be passed on to our clients.
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Recently Issued Accounting Standards
See Note 1 to the Consolidated Financial Statements in Part II, Item 8 of this report for a description of recent

accounting pronouncements, including our expected dates of adoption and the estimated effects on our results of
operations and financial condition.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

We have interest rate exposure arising from our financing facilities, which have variable interest rates. These
variable interest rates are affected by changes in short-term interest rates. We currently do not hedge our interest rate
exposure.

We do not believe that the effect of reasonably possible near-term changes in interest rates will be material to our
financial position, results of operations and cash flows. Our financing facilities expose net earnings to changes in short-
term interest rates since interest rates on the underlying obligations are variable. We had $90.0 million outstanding
under our senior revolving credit facility and no amounts outstanding under our accounts receivable securitization
financing facility at December 31, 2010. The interest rates attributable to the borrowings under out senior revolving
credit facility and the accounts receivable securitization financing facility were 1.26% and 1.76%, respectively, per
annum at December 31, 2010. The change in annual net earnings from continuing operations, pretax, resulting from a ,
hypothetical 10% increase or decrease in the highest applicable interest rate would approximate $158,000.

Foreign Currency Exchange Risk

We use the U.S. dollar as our reporting currency. The functional currencies of our significant foreign subsidiaries are
generally the local currencies. Accordingly, assets and liabilities of the subsidiaries are translated into U.S. dollars at the
exchange rate in effect at the balance sheet dates. Income and expense items are translated at the average exchange rate for
each month within the year. Translation adjustments are recorded directly in other comprehensive income as a separate
component of stockholders’ equity. Net foreign currency transaction gains/losses, including transaction gains/losses on
intercompany balances that are not of a long-term investment nature, are reported as a separate component of non-operating
(income) expense, net in our consolidated statements of operations. We also maintain cash accounts denominated in
currencies other than the functional currency which expose us to foreign exchange rate movements. Remeasurement of
these cash balances results in gains/losses that are also reported as a separate component of non-operating (income)
expense.

We monitor our foreign currency exposure and have begun to enter, selectively, into forward exchange contracts to
mitigate risk associated with certain non-functional currency monetary assets and liabilities related to foreign
denominated payables, receivables, and cash balances. Transaction gains and losses resulting from non-functional
currency assets and liabilities are offset by forward contracts in non-operating (income) and expense, net. The Company
does not have a significant concentration of credit risk with any single counterparty.

The Company generally enters into forward contracts with maturities of three montlis or less. The derivatives
entered into during 2010 were not designated as hedges. The following derivative contracts were entered into during the
year ended December 31, 2010, and remained open and outstanding at December 31, 2010. All U.S. dollar and foreign
currency amounts (British Pounds and Canadian Dollars) are presented in thousands.

Buy Buy
Foreign Currency GBP - CAD
Foreign Amount 6,424 10,000
Exchange Rate 1.5566 . 1.0029
USD Equivalent $10,000 $9,971
Maturity Date January 7, 2011 January 6, 2011

The Company does not enter into derivative contracts for speculative or trading purposes. The fair value of all
forward contracts at December 31, 2010 was a net liability of $63,000.
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Insight Enterprises, Inc.:

We have audited the accompanying consolidated balance sheets of Insight Enterprises, Inc. and subsidiaries (the
Company) as of December 31, 2010 and 2009, and the related consolidated statements of operations, stockholders’
equity and comprehensive income (loss), and cash flows for each of the years in the three-year period ended

December 31, 2010. These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards 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. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of Insight Enterprises, Inc. and subsidiaries as of December 31, 2010 and 2009, and the results of their
operations and their cash flows for each of the years in the three-year period ended December 31, 2010, in conformity
with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Insight Enterprises, Inc.’s internal control over financial reporting as of December 31, 2010, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission, and our report dated February 23, 2011 expressed an unqualified opinion on the effectiveness of
the Company’s internal control over financial reporting.

/s/ KPMG LLP

Phoenix, Arizona
February 23, 2011
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REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Insight Enterprises, Inc.:

We have audited Insight Enterprises, Inc.’s internal control over financial reporting as of December 31, 2010, based on
criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (COSO). Insight Enterprises, Inc.’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectiveness of internal control over financial
reporting, included in the accompanying Item 9A (a), Management’s Report on Internal Control Over Financial
Reporting. Our responsibility is to express an opinion on the Company’s internal control over financial reporting based
on our audit.

WE conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit also
included performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, Insight Enterprises, Inc. maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2010, based on criteria established in Internal Control - Integrated Framework issued by
COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Insight Enterprises, Inc. and subsidiaries as of December 31, 2010 and 2009,
and the related consolidated statements of operations, stockholders’ equity and comprehensive income (loss), and cash
flows for each of the years in the three-year period ended December 31, 2010, and our report dated February 23, 2011
expressed an unqualified opinion on those consolidated financial statements.

/s/ KPMG LLP

Phoenix, Arizona
February 23, 2011

43



INSIGHT ENTERPRISES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

ASSETS December 31,
2010 2009

Current assets: ‘
Cash and Cash EQUIVAIENES .........ccoiiiiviieeeee ettt ee s e e e s e e e e e eee s eeesesseenes $ 123,763 68,066
Accounts receivable, Net........ooveveeeeeeveeeeciererennnn, et e 1,135,951 998,770
Inventories......... ettt oottt e e r s e e e e e s s oo e e renen e 106,734 77,694
Inventories not available fOr SaAle.........covvieiieiieciieececce e 50,677 47,722
DEferred INCOIME TAXES ...vveueieeeeeeeeeieceeee ettt e et eee e st e e eeee e es e e s e essesseerssreeseeesas - 23,283 35,750
Other CUITENE ASSELS ..vvvvviieeeeeeeeeeeeeeee s ssee e et et e et e e e e e reeesseeranares 49,289 32,318
Total current assetS.......cceeeveeevveeveereeeereeeinnnns s eeeeerree e e e e e ee e ——taeseeains ¢+ 1,489,697 1,260,320
Property and eqUIPINENT, NET .......oveveviieieeeerieieteter ettt ettt oo eeeeeseeeeseeseeeseeseseeaeeseeeenenenns 141,399 150,103
' Goodwill .................................................................................................................................. 16,474 15,8291
Intangible @SSEtS, NEL.......c.vvveviveeiererieee et e st e e e e oo 69,081 82,483
Deferred INCOME TAXES .......ucvreverrseeseceeeeeeeeeeeeeeeeeserese st eeesesssses et ssessessesesesesssesessessessesssseeses 73,796 78,489
ONEE ASSCES ...veerevirreiiteeeteee et etete ettt ese et st st st e e e et eeseaeseesseseesseesessessesenseseasenesesessessseessensas 12,836 16,097

$ 1.803.283 § 1.603.321
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

ACCOUNES PAYADIE ...ttt ettt $ 881,688 $ 695,549
Accrued expenses and other current Habilities ..........cccooovveveveveeiveieceeeeceeeeeene 187,457 212,276
Current portion of 10ng-termM debt .......cceeveiiiuiuiiiiiieeeeeee e 997 875
DEfeITed TEVEIUE. ...ttt ettt sttt 67.373 54,135
Total current TADIIIES .....o.voieii ettt e e e e e ee e e e eeseerseereesseens e 1,137,515 962,835
LLONGAEIII AEDE ...ttt et eee s ees e eees s 91,619 149,349
DELEITEd IMCOME TAXES ... eiiiieieeeeeeeee ettt e e e e e e e e e e e s e e et er oo 5,011 3,054
Other HADILIHES ...ttt 24.167 20.509

1.258.312 1,135,747

Commitments and contingencies

Stockholders’ equity:

Preferred stock, $0.01 par value, 3,000 shares authorized; no shares issued................. ' - -
Common stock, $0.01 par value, 100,000 shares authorized; 46,325 and 45,956 '
shares issued and outstanding in 2010 and 2009, respectively ...........c.ovrvverricnnnnns 463 460
Additional paid-in capital .............cocoevrunnn.n ettt b et bbb bbb s e 377.277 372,021
Retained €armings.......cooeiivierereeeeeececeveeeeeve e et as 149,349 73,864
Accumulated other comprehensive income — foreign currency translation ,
AAJUSTINIENTS ..ottt et s et s st s st s s s _ 17.882 21,229,
Total stockholders’ eqUity.......cooeveererueeeieiccceee e, s 544971 467.574

$ 1803283 § 1.603.321

See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Years Ended December 31,
2010 2009 2008
INEL SALES .....eeeiveveeeereeeerietereteter ettt ettt n e es bbb bbbt s s st aees $ 4,809,930 $ 4,136,905 $ 4,825,489
Costs of goods sold.........ccvvvvreeenee. SOOI 4,163,833 3.568.291 4,161,906
GIOSS PIOLIE 1.veveeeirtecreereeeec ettt st 646,097 568,614 663,583
Operating expenses: .
Selling and administrative EXPEnSes .......ovueiiiviiiiiiiiniiieieieieieieee e 519,065 502,102 561,987
GOOAWIll IMPAIITIEINE. ...c.cvveeeceeccecteieene et - .- 397,247
Severance and restructuring €Xpenses........coovverevrrererererereuennas e 2.956 13.608 8,595
Earnings (1088) from OPErations ...........cccccceuemreeiocrcmiiienii e 124,076 52,904 (304,246)
Non-operating (income) expense: ' 3
TOETEST INCOME ... veeveeeveeriertietreeeeeeseeeeaseensesbeaneesbeeasesaesbeenbesanenbeeneesbeessesassnns (714) (424) (2,387)
INLETESE EXPEINSE «.evrvrereriereeeriercecec s s 7,677 10,790 13,479
Net foreign currency exchange 0SS (2aiN) ....ccccvvvreiiiiiiiiiiiieee 522 (328) 9,629
Other EXPENSE, NEL ....cviviuiiiiitcrecieeec e 1,417 1.123 1,107
Earnings (loss) from continuing operations before income taxes................ 115,174 41,743 (326,074)
Income tax expense (Denefit) ...t 39,689 10,970 (86,347)
Net earnings (loss) from continuing OPerations..........cooeveevenisesineereennnas 75,485 30,773 (239,727)
Earnings from a discontinued operation, ‘net of taxes of $1,659 ................. - 2,801 -
Net €arnings (L0SS) . ...cveeverivriiriririniineitiiriieirisiterassss e esees $§ 75485 $ 33574 $ (239.727)
Net earnings (loss) per share - Basic:
Net earnings (loss) from continuing OPerations ..........ccccoveeccrvernrsrnninnnes $ 163 § 0.67 $ (5.15)
Net earnings from a discontinued OPEration ...........ccoovvveirniniinsneniriienienes - 0.06 -
Net earnings (108S) PEI SRATE ......c.eurviucuriereircriiciericeciercercceieseaeesesssesneeees 3 1.63 $ 073 $ (5.15)
Net earnings (loss) per share - Diluted:
Net earnings (loss) from continuing Operations ...........cccccevererurerecienenens $ 1.61 $ 067 $ (5.15)
Net earnings from a discontinued Operation .............coovevemccccneeennane, - 0.06 -
Net earnings (loss) per share 3 161 § 073 § (5.15)
Shares used in per share calculations:
BaSIC.rvvivireieteteieti ettt et 46,218 45.838 46.573
DAIEEEA ..ottt sttt 46,812 46,271 46.573

See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
AND COMPREHENSIVE INCOME (LOSS)

(in thousands)

Accumulated
Additional Other Total
Common Stock Treasury Stock Paid-in Comprehensive Retained Stockholders’
Shares Par Value Shares Par Value _ Capital Income Earnings Equity
Balances at December 31, 2007 .................... 48,458 $ 485 - 3 - $391,380 $ 47,760 $302,113 $ 741,738
Issuance of common stock undér
employee stock plans, net of shares

withheld for payroll taxes .................. 631 6 - - 2,905 - - 2,911
Stock-based compensation expense......... - - A - 7,985 - - 7,985
Tax shortfall from stock-based )

COMPENSALION .....cveveirerereeeevereaeaane. - - - - 2,737) ; - - (2,737)
Repurchase of treasury stock - - (3,494)  (50,000) - - - (50,000)
Retirement of treasury stock.................... (3,494) 35) 3,494 50,000 (27,869) - (22,096) -
Comprehensive loss: !

oreign currency translation
adjustment, net of tax......;...c.......... - - - - - (38,202) - (38,202)
Net oSS c.c.covrerieeiinrierceeeeeere - - - - - - (239,727) (239,727)
Total comprehensive 108S........coccceoennnnn. B (277,929)
Balances at December 31,2008 .................... 45,595 456 - - 371,664 9,558 40,290 421,968
Issuance of common stock under ' ’
employee stock plans, net of shares

withheld for payroll taxes................... 361 4 - - (695) - - (691)
Stock-based compensation expense......... - - - - . 7,764 - - 7,764
Tax shortfall from stock-based

COMPENSAION ...eevveveeerirveeaieeri e - - - - (6,712) - - (6,712)
Comprehensive income:

Foreign currency translation

adjustment, net of tax.........cceeeeee. - - - - - 11,671 - 11,671

Net €arnings......coveveveeeeveerereecereeenen. - - - - - - 33,574 33.574

Total comprehensive income................... 45.245
Balances at December 31, 2009 .................... 45,956 460 - - 372,021 21,229 73,864 467,574
Issuance of common stock under

employee stock plans, net of shares

withheld for payroll taxes .................. 369 3 - - (1,384) - - (1,381)
Stock-based compensation expense......... - - - - 6,957 - - 6,957
Tax shortfall from stock-based

COMPENSALION ....ovirirereenieiirie e - - - - 317 . - - (317)
Comprehensive income: T

Foreign currency translation ‘

adjustment, net of taX.........ccovveeenn. - - - - ) - - (3,347) - (3,347)
‘ Netearnings......ccovvveveereenns - - - - - - 75,485 75,485
"“Total comprehensive income . 72,138
Balances at December 31, 2010 .................... 46325 3 463 - § - $377.277 $ 17882 $149349 $ 544971

See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net earnings (loss) from continuing OPerations...........coevvvveeveieeeieneseeenenenns
Plus: net earnings from a discontinued Operation..........c.coeeveeenvireennrsciesisisnnnnns
Net €arnings (JOSS) «v.veveveirereereririniieerierinierertstsre et s sns s s aesenes
Adjustments to reconcile net earnings (loss) to net cash provided by operating
activities:
GoOodWill IMPAITMENL .......evieieeerieece ettt b ens
Depreciation and amortiZation...........cocviiinnnrnmiiim s
Provision for losses on accounts receivable .....oooveereiieenrernrennciccni
Write-downs Of INVENLOTIES ....cccvevirirniitiiinreniieneecrerce s
Non-cash stock-based COMPENSAtION.........cccccermerrrerricieniiicrci e
Non-cash gain from arbitrated claim, net of taX.........ccooeevccciiniiininines
I Excess tax benefit from employee gains on stock-based compensation ................
Deferred INCOME tAXES ...ovevevveieueiereiieitiiicceiiieis e
Changes in assets and liabilities:
(Increase) decrease in accounts reCeivable ......civiiniiiiviciiiiiec s
(Increase) decrease in INVEMLOTIES ....c..evevuerrerrertesrerrerrenrensensereensessenaesssrsensassssns
(Increase) decrease in Other CUITENE ASSELS.......cvrveeeerereiieneeniiencesieiecisee s
Decrease in Other SSELS ....co.cvveuiieeeieceteenre et
Increase (decrease) in acCOUNtS PAYADIE ....c.covevveruirineninieenerreee e
Increase (decrease) in deferred rEVENUE.......c.vecvvveivirrerererenrereieieeere et
(Decrease) increase in accrued expenses and other liabilities.........cocevecennnne.
Net cash provided by operating aCtivities .........ccoeeceverurecniirvnnereriereceene
Cash flows from investing activities:
Acquisition of Calence, net of cash acquired...........ccocoevmeiiriinreiencee e
Acquisition of MINX, net of cash acquired ...
Purchases of property and eqUIPMENL........ccovveeivieiiceniiniiee s

Net cash used in investing aCtiVities ......cccoveceerevecircirieccrccneee e

Cash flows from financing activities:
Borrowings on senior revolving credit facility.......c..covvivinininininincen
Repayments on senior revolving credit facility.........ccoviiiiiininiceeia
Borrowings on accounts receivable securitization financing facility .........ccoo......
Repayments on accounts receivable securitization financing facility .................
Repayments 0n teIT IOAI .......ooovreeeirieiciiiciiiciiiicr s
Payments on capital lease obligation........c..ccccevvereniiiiniinivcciiiiccceennnes .
Net borrowings under inventory financing facility .........cccccceevvvivivnnninenenn,
Repayments on debt assumed in Calence and MINX acquisitions ...............cc.....
Payment of deferred finanCing fEES .........o.vvurmrirrieereeeierirnresseeessessserssessserieens
Proceeds from sales of common stock under employee stock plans......................
Excess tax benefit from employee gains on stock-based compensation ................
Payment of payroll taxes on stock-based compensation through shares withheld.
Repurchases of cOmmON STOCK .......oucuevvievericiiiiiiinisccece s
Net cash (used in) provided by financing activities ..........ccccovviinniiiiicnninenn,
Foreign currency exchange effect on cash flows........cccoviiiincnicine
Increase (decrease) in cash and cash equIVaAlEntS .........ccccooceiiieiriicciciiines
Cash and cash equivalents at beginning of Year.........cccovvmercevncinniiiiinens
Cash and cash equivalents at end Of YEar ........ccccceeciciiniiniinin s

Supplemental disclosures of cash flow information:
Cash paid during the year for INteIest...........ccovvvnieiiiiiiie s
Cash paid during the year for inCOmMe taxes........c.coovervvviieimiiininninciiee s

Years Ended December 31,

2010 2009 2008 -
$ 75485 § 30,773  $(239,727)
- 2.801 -
75,485 33,574 (239,727)

- - 397,247

38,013 41,163 41,239

1 ,626 7,377 3,452
6,825 7,444 7,614
6,957 7,764 7,985

- (2,801) .-
(1,073) - (111)
18,057 8,214 (108,088)
~(153,905) 10,981 45,463
(39,232) 1,813 (11,901)
(16,884) 1,461 9,632
3,794 2,743 9,085
157,556 (15,207) (22,318)
15,284 16,806 (7,506)
(14,322) 1.342 9,680
98,181 122.674 141,746
(5,123) (21,713) (124,671)
- - (1,595)
(17,972) (14,707) (26,647)
- - (900)
(23.095) (36.420) (153.813)
1,150,136 1,043,373 989,606
(1,207,136) (1,124,373) (761,606)
65,000 165,000 466,374
(65,000) (165,000) (612,874)
.- - (56,250)
~(927) (324) -
40,830 13,378 48,889
- - (10,978)
(490) (1,632) (3,779)

49 - 5,031

1,073 - 111
(1,429) (691) (2,120)
- - (50,000)

(17.894) _~ (70.269) 12.904
(1,495) 2.906 (8.380)
55,697 18,891 (7,543)
68,066 49,175 56.718

$ 123763 $ 68066 $ 49,175
$ 4516 $ 5207 $ 12,328
$§ 11584 $ 4101 $ 34,420

See accompanying notes to consolidated financial statements.

47




INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

@) Operations and Summary of Significant Accounting Policies

Description of Business

We are a leading provider of information technology (“IT”) hardware, software and services to small, medium and’
large businesses and public sector clients in North America, Europe, the Middle East, Africa and Asia-Pacific. The
Company is organized in the following three operating segments, which are primarily defined by their related
geographies:

Operating Segment ~ Geography
North America United States and Canada '
EMEA Europe, Middle East and Africa
APAC Asia-Pacific

i

Currently, our offerings in North America and the United Kingdom include IT hardware, software and services. Our
offerings in the remainder of our EMEA segment and in APAC currently only include software and select software-
related services. -

Acquisitions and Dispositions

On July 10, 2008, we acquired MINX Limited (“MINX"), a United Kingdom-based networking services company
for an initial cash purchase price of approximately $1,500,000 and the assumption of approximately $3,900,000 of
existing debt. Founded in 2002, MINX was a network integrator with Cisco Gold Partner accreditation in the United
Kingdom.

On April 1, 2008, we completed the acquisition of Calence, LLC (“Calence”), a United States-based independent
technology service provider specializing in Cisco networking solutions, unified communications and managed services,
for a cash purchase price of $125,000,000 plus working capital adjustments of $3,649,000. During the years ended
December 31, 2010, 2009 and 2008, we recorded an additional $645,000, $15,829,000 and $10,362,000, respectively, of
purchase price consideration and the related accrued interest thereon as a result of Calence achieving certain performance
targets during the year. Such amounts were recorded as additional goodwill (see Note 3). We also assumed Calence’s
existing debt totaling approximately $7,311,000, of which $7,100,000 was repaid by us at closing. The Calence
acquisition was funded, in part, using borrowings under our senior revolving credit facility.

Principles of Consolidation and Presentation

The consolidated financial statements include the accounts of Insight Enterprises, Inc. and its wholly owned
subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation. References to
“the Company,” “Insight,” “we,” “us,” “our” and other similar words refer to Insight Enterprises, Inc. and its
consolidated subsidiaries, unless the context suggests otherwise.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted accounting principles
(“GAAP”) requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the consolidated financial statements. Additionally, these
estimates and assumptions affect the reported amounts of sales and expenses during the reporting period. Actual results
could differ from those estimates. On an ongoing basis, we evaluate our estimates, including those related to sales
recognition, anticipated achievement levels under partner funding programs, assumptions related to stock-based
compensation valuation, allowances for doubtful accounts, litigation-related obligations, valuation allowances for deferred
tax assets and impairment of long-lived assets, including purchased intangibles and goodwill, if indicators of potential
impairment exist.
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INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Cash Equivalents

We consider all highly liquid investments with maturities at the date of purchase of three months or less to be cash
equivalents.

Allowance for Doubtful Accounts

We establish an allowance for doubtful accounts using estimated losses on accounts receivable based on evaluation
of the aging of the receivables, historical write-offs and the current economic environment. We write off individual
accounts against the reserve when we become aware of a client’s or vendor’s inability to meet its financial obligations,
such as in the case of bankruptcy filings, or deterioration in the client’s or vendor’s operating results or financial
position.

Inventories

I We state inventories, principally purchased IT hardware, at the lower of weighted average cost (which approximates
cost under the first-in, first-out method) or market. We evaluate inventories for excess, obsolescence or other factors that
may render inventories unmarketable at normal margins. Write-downs are recorded so that inventories reflect the
approximate net realizable value and take into account our contractual provisions with our partners governing price
protection, stock rotation and return privileges relating to obsolescence.

Inventories not available for sale relate to product sales transactions in which we are warehousing the product and
will be deploying the product to clients’ designated locations subsequent to period-end. Additionally, we may perform
services on a portion of the product prior to shipment to our clients and will be paid a fee for doing so. Although these
product contracts are non-cancelable with customary credit terms beginning the date the inventories are segregated in our
warehouse and invoiced to the client and the warranty periods begin on the date of invoice, these transactions do not
meet the sales recognition criteria under GAAP. Therefore, we do not record sales and the inventories are classified as
“inventories not available for sale” on our consolidated balance sheet until the product is delivered. If clients remit
payment before we deliver product to them, we record the payments received as “deferred revenue” on our consolidated
balance sheet until such time as the product is delivered.

Property and Equipment

We record property and equipment at cost. We capitalize major improvements and betterments, while maintenance,
repairs and minor replacements are expensed as incurred. Depreciation or amortization is provided using the straight-
line method over the following estimated economic lives of the assets:

Estimated Economic Life

Shorter of underlying lease
Leasehold improvements ..........ccoccovvvveeeeerennn. term or asset life
Furniture and fiXtures..........cocoevevvereverrvrnrnnennes 2 — 17 years

EqQUIPMENt ...oeeveviiririencineicieinereeesecccnenenes 3 -5 years
SOftWarE......coceeercerceccre e, 3 - 10 years
Buildings.....oveevceeereecrimmeieeneecrreeeeeeenens 29 years

Costs incurred to develop internal-use software during the application development stage, including capitalized
interest, are recorded in property and equipment at cost. External direct costs of materials and services consumed in
developing or obtaining internal-use computer software and payroll and payroll-related costs forteammates who are
directly associated with and who devote time to internal-use computer software development projects, to the extent of the
time spent directly on the project and specific to application development, are capitalized.

Reviews are regularly performed to determine whether facts and circumstances exist which indicate that the useful life
is shorter than originally estimated or the carrying amount of assets may not be recoverable. When an indication exists that
the carrying amount of long-lived assets may not be recoverable, we assess the recoverability of our assets by comparing the
projected undiscounted net cash flows associated with the related asset or group of assets over their remaining lives
against their respective carrying amounts. Such impairment test is based on the lowest level for which identifiable cash
flows are largely independent of the cash flows of other groups of assets and liabilities. Impairment, if any, is based on
the excess of the carrying amount over the estimated fair value of those assets.
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INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Goodwill

Goodwill is recorded when the purchase price paid for an acquisition exceeds the estimated fair value of net identified
tangible and intangible assets acquired. We perform an annual review in the fourth quarter of every year, or more
frequently if indicators of potential impairment exist, to determine if the carrying value of recorded goodwill is impaired.
The impairment review process compares the fair value of the reporting unit in which goodwill resides to its carrying value.
See additional discussion of the impairment review process and impairments recorded in 2008 at Note 3.

Intangible Assets

We amortize intangible assets acquired in the acquisitions of MINX, Calence and Software Spectrum using the -
straight-line method over the following estimated economic lives of the intangible assets from the date of acquisition:

Estimated Economic Life

Customer relationships ........cceeveeveverereeeeerererenene. , 8 —11 years
Acquired technology related assets ...........cccvuueene. 5 years
Backlog ...c.oovevevriiieirieseteteeee s 10 months ~ 5 years
Non-compete agreements .........oeeveereeererrerereerennen 1 =2 years

We regularly perform reviews to determine if facts and circumstances exist which indicate that the useful lives of our
long-lived assets are shorter than originally estimated or the carrying amount of these assets may not be recoverable. When
an indication exists that the carrying amount of long-lived assets may not be recoverable, we assess the recoverability of our
assets by comparing the projected undiscounted net cash flows associated with the related asset or group of assets over
their remaining lives against their respective carrying amounts. Such impairment test is based on the lowest level for
which identifiable cash flows are largely independent of the cash flows of other groups of assets and liabilities.
Impairment, if any, is based on the excess of the carrying amount over the estimated fair value of those assets.

Book Overdrafts

Book overdrafts represent the amount by which outstanding checks issued, but not yet presented to our banks for
disbursement, exceed balances on deposit in applicable bank accounts and a legal right of offset with our positive cash
balances in other financial institution accounts does not exist. Our book overdrafts, which are not directly linked to a
credit facility or other bank overdraft arrangement, do not result in an actual bank financing, but rather constitute normal
unpaid trade payables at the end of a reporting period. These amounts are included within our accounts payable balance
in our consolidated balance sheets. The changes in these book overdrafts are included as a component of cash flows
from operating activities in our consolidated statements of cash flows. :

Trade Credits

Trade credit liabilities arise from aged unclaimed credit memos, duplicate payments, payments for returned product
or overpayments made to us by our clients, and, to a lesser extent, from goods received by us from a supplier for which
we were never invoiced. Trade credit liabilities are included in accrued expenses and other current liabilities in our
consolidated balance sheet. We derecognize the liability if and only if it has been extinguished, upon either (1) our
payment of the liability to relieve our obligation or (2) our legal release from the related obligation. During the years
ended December 31, 2010 and 2009, $8,617,000 and $3,866,000, respectively, was recorded as a reduction of costs of
goods sold as result of the negotiated settlement or other legal release of trade credits.

Self Insurance

We are self-insured in the U.S. for medical insurance up to certain annual stop-loss limits and workers’
compensation claims up to certain deductible limits. We establish reserves for claims, both reported and incurred but not
reported, using currently available information as well as our historical claims experience. As of December 31, 2010, we
have $700,000 on deposit with our claims administrator which acts as security for our future payment obligations under
our workers’ compensation program.
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Foreign Currencies

We use the U.S. dollar as our reporting currency. The functional currencies of our significant foreign subsidiaries are
generally the local currencies. Accordingly, assets and liabilities of the subsidiaries are translated into U.S. dollars at the
exchange rate in effect at the balance sheet dates. Income and expense items are translated at the average exchange rate for |
each month within the year. The resulting translation adjustments are recorded directly in accumulated other
comprehensive income as a separate component of stockholders’ equity. Net foreign currency transaction gains/losses,
including transaction gains/losses on intercompany balances that are not of a long-term investment nature and non-
functional currency cash balances, are reported as a separate component of non-operating (income) expense in our
consolidated statements of operations.

Derivative Financial Instruments

We enter into forward foreign exchange contracts to mitigate the risk of non-functional currency monetary assets
and liabilities on our consolidated financial statements. These forward contracts are not designated as hedge instruments. |
The fair value of all derivative assets and liabilities are recorded gross in the other current assets and other current
liabilities section of the balance sheet. Gains/losses are recorded net in non-operating (income) expense.

Treasury Stock -

We record repurchases of our common stock as treasury stock at cost. We also record the subsequent retirement of
these treasury shares at cost. The excess of the cost of the shares retired over their par value is allocated between additional
paid-in capital and retained earnings. The amount recorded as a reduction of paid-in capital is based on the excess of the
average original issue price of the shares over par value. The remaining amount is recorded as a reduction of retained
earnings.

Sales Recognition

Sales are recognized when title and risk of loss are passed to the client, there is persuasive evidence of an arrangement
for sale, delivery has occurred and/or services have been rendered, the sales price is fixed or determinable and collectibility
is reasonably assured. Usual sales terms are F.O.B. shipping point or equivalent, at which time title and risk of loss have
passed to the client. However, because we either (i) have a general practice of covering client losses while products are in
transit despite title and risk of loss contractually transferring at the point of shipment or (ii) have specifically stated F.O.B.
destination contractual terms with the client, delivery is not deemed to have occurred until the point in time when the
product is received by the client.

We make provisions for estimated product returns that we expect to occur under our retuin policy based upon historical
return rates. Our manufacturers warrant most of the products we market, and it is our policy to request that clients return
their defective products directly to the manufacturer for warranty service. On selected products, and for selected client
service reasons, we may accept returns directly from the client and then either credit the client or ship a replacement
product. We generally offer a limited 15- to 30-day return policy for unopened products and certain apened products,
which are consistent with manufacturers’ terms; however, for some products we may charge restocking fees. Products
returned opened are processed and returned to the manufacturer or partner for repair, replacement or credit to us. We
resell most unopened products returned to us. Products that cannot be returned to the manufacturer for warranty
processing, but are in working condition, are sold to inventory liquidators, to end users as “previously sold” or “used”
products, or through other channels to reduce our losses from returned products.

We record freight billed to our clients as net sales and the related freight costs as costs of goods sold. We report
sales net of any sales-based taxes assessed by governmental authorities that are imposed on and concurrent with sales
transactions.

Revenue is recognized from software sales when clients acquire the right to use or copy software under license, but in
no case prior to the commencement of the term of the initial software license agreement, provided that all other revenue
recognition criteria have been met (i.e., delivery, evidence of the arrangement exists, the fee is fixed or determinable and
collectibility of the fee is probable).
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From time to time, the sale of hardware and software products may also include the provision of services and the
associated contracts contain multiple elements or non-standard terms and conditions. Sales of services currently represent a
small percentage of our net sales. Net sales of services that are performed at client locations are often service-only contracts
and are recorded as sales when the services are performed and completed. If the service is performed at a client location
in conjunction with a hardware, software or other services sale, we recognize net sales for delivered items only when all
of the following criteria are satisfied:

e the delivered item(s) has value to the client on a stand-alone basis;

e there is objective and reliable evidence of the fair value of the undelivered item(s); and

» if the arrangement includes a general right of return relative to the delivered item, delivery or performance of
the undelivered item(s) is considered probable and substantially in our control.

We sell certain third-party service contracts and software assurance or subscription products for which we are not
the primary obligor. These sales do not meet the criteria for gross sales recognition, and thus are recorded on a net sales
recognition basis. As we enter into contracts with third-party service providers or vendors, we evaluate whether the i
'subsequent sales of such services should be recorded as gross sales or net sales. We determine whether we act as a
principal in the transaction and assume the risks and rewards of ownership or if we are simply acting as an agent or
broker. Under gross sales recognition, the entire selling price is recorded in sales and our cost to the third-party service
provider or vendor is recorded in costs of goods sold. Under net sales recognition, thé cost to the third-party service
provider or vendor is recorded as a reduction to sales, resulting in net sales equal to the gross profit on the transaction,
and there are no costs of goods sold.

Additionally, we sell certain professional services contracts on a fixed fee basis. Revenues for fixed fee professional
services contracts are recognized based on the ratio of costs incurred to total estimated costs. Net sales for these service
contracts are not a significant portion of our consolidated net sales.

Costs of Goods Sold

Costs of goods sold include product costs, direct costs incurred associated with delivering services, outbound and
inbound freight costs and provisions for inventory reserves. These costs are reduced by provisions for supplier discounts
and certain payments and credits received from partners, as described under “Partner Funding” below.

Selling and Administrative Expenses

Selling and administrative expenses include salaries and wages, bonuses and incentives, stock-based compensation
expense, employee-related expenses, facility-related expenses, marketing and advertising expense, reduced by certain
payments and credits received from partners related to shared marketing expense programs, as described under “Partner
Funding” below, depreciation of property and equipment, professional fees, amomzatlon of intangible assets, provisions
for losses on accounts receivable and other operating expenses.

Partner Funding

We receive payments and credits from partners, including consideration pursuant to volume sales incentive
programs, volume purchase incentive programs and shared marketing expense programs. Partner funding received
pursuant to volume sales incentive programs is recognized as it is earned as a reduction to costs of goods sold. Partner
funding received pursuant to volume purchase incentive programs is allocated as a reduction to inventories based on the
applicable incentives earned from each partner and is recorded in cost of goods sold as the inventory is sold. Partner
funding received pursuant to shared marketing expense programs is recorded as it is earned as a reduction of the related
selling and administrative expenses in the period the program takes place only if the consideration represents a
reimbursement of specific, incremental, identifiable costs. Consideration that exceeds the specific, incremental,
identifiable costs is classified as a reduction of costs of goods sold. The amount of partner funding recorded as a
reduction of selling and administrative expenses totaled $23,826,000, $19,755,000 and $21,523,000 for the years ended
December 31, 2010, 2009 and 2008, respectively.
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Concentrations of Risk

Credit Risk
Although we are affected by the international economic climate, management does not believe material credit risk
concentration existed at December 31, 2010. We monitor our clients’ financial condition and do not require collateral.

No single client accounted for more than 3% of our consolidated net sales in 2010.

Supplier Risk

Purchases from Microsoft and Ingram Micro (a distributor) accounted for approximately 27% and 10%,
respectively, of our aggregate purchases in 2010. No other partner accounted for more than 10% of purchases in 2010.
Our top five partners as a group for 2010 were Microsoft, Ingram Micro, HP, Cisco and Tech Data (a distributor), and
approximately 61%-of our total purchases during 2010 came from this group of partners. Although brand names and
individual products are important to our business, we believe that competitive sources of supply are available in
sibstantially all of our product categories such that, with the exception of Microsoft, we are not dependent on any single
partner forsourcing products.

Advertising Costs -

Advertising costs are expensed as they are incurred. Advertising expense of $23,736,000, $21,751,000 and
$26,447,000 was recorded for the years ended December 31, 2010, 2009 and 2008, respectively. These amounts were
partially offset by partner funding earned pursuant to shared marketing expense programs recorded as a reduction of
selling and administrative expenses, as discussed above.

Stock-Based Compensation

Stock-based compensation is measured based on the fair value of the award on the date of grant and the
corresponding expense is recognized over the period during which an employee is required to provide service in
exchange for the reward. Stock-based compensation expense is classified in the same line item of the consolidated
statements of operations as other payroll-related expenses specific to the employee. Compensation expense related to
service-based RSUs is recognized on a straight-line basis over the requisite service period for the entire award.
Compensation expense related to performance-based RSUs is recognized on a straight-line basis over the requisite
service period for each separately vesting portion of the award as if the award was, in-substance, multiple awards (i.e., a
graded vesting basis).

Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying amounts
of existing assets and liabilities and their respective tax bases and operating loss and tax credit carry forwards. Deferred
tax assets and liabilities are measured using enacted tax rates expected to apply to taxable earnings in the years in which
those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in earnings in the period that includes the enactment date.
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Net Earnings (Loss) From Continuing Operations Per Share (“EPS”)

Basic EPS is computed by dividing net earnings (loss) from continuing operations available to common stockholders
by the weighted-average number of common shares outstanding during each year. Diluted EPS is computed on the basis
of the weighted average number of shares of common stock plus the effect of dilutive potential common shares
outstanding during the period using the treasury stock method. Dilutive potential common shares include outstanding
stock options, restricted stock awards and restricted stock units. For periods with a net loss from continuing operations,
no potential common shares are included in the diluted EPS computations because they would result in an antidilutive
effect on the per share amount. A reconciliation of the denominators of the basic and diluted EPS calculations follows
(in thousands, except per share data):

Years Ended December 31,

2010 2009 2008

Numerator:

Net earnings (loss) from continuing operations...................... $ 75485 % 30773 § (239.727),
f
Denominator: )

Weighted-average shares used to compute basic EPS............ 46,218 45,838 46,573

Potential dilutive common shares due to dilutive stock -

-options and restricted stock awards and units...................... 594 433 -

Weighted-average shares used to compute diluted EPS.......... 46.812 46,271 46.573
Net earnings (loss) from continuing operations per share:

BaSIC ..ottt $ 163 $§ 067 § (5.15)

DiIULEA ...t $ 161 $ 067 $ (5.15)

The following weighted-average outstanding stock options during the years ended December 31, 2010, 2009 and
2008 were not included in the diluted EPS calculations because the exercise prices of these options were greater than the
average market price of our common stock during the respective periods (in thousands):

Years Ended December 31,
2010 2009 2008

Weighted-average outstanding stock options having no
dilutive effect .........ccvceriiiinririe e 343 1.554 -

No potential common shares were included in the diluted EPS computation for the year ended December 31, 2008
because of the net loss from continuing operations for the year, which would result in an antidilutive effect on the per
share amount. Lo

Recently Issued Accounting Standards

In September 2009, the FASB issued EITF Issue No. 08-1 “Revenue Arrangements with Multiple Deliverables.”
EITF No. 08-1 amends ASC 605 “Revenue Recognition — Multiple-Element Arrangements,” previously EITF Issue No.
00-21, “Revenue Arrangements with Multiple Deliverables,” to eliminate the requirement that all undelivered elements
have objective and reliable evidence of their fair value before an entity can recognize the portion of an overall ‘
arrangement fee that is attributable to‘items that already have been delivered. In the absence of objective and reliable
evidence of the standalone selling price for one or more delivered or undelivered elements in a multiple element
arrangement, entities will be required to estimate the selling prices of those elements. The overall arrangement fee will
be allocated to each element (both delivered and undelivered items) based on their relative selling prices, regardless of
whether those selling prices are based on objective and reliable evidence or the entity’s estimated selling price.
Application of the “residual method” of allocating an overall arrangement fee between delivered and undelivered
elements will no longer be permitted upon adoption of EITF 08-1. Additionally, the new guidance will require entities to
disclose more information about their multiple element revenue arrangements. Adoption of this amendment to ASC 605
1s required for revenue arrangements entered into or materially modified during the Company’s fiscal year beginning
January 1, 2011. The adoption of this accounting guidance effective January 1, 2011 is not expected to have a material
effect on our consolidated results of operations and related disclosures because we currently do not have any material
instances in which we account for revenue from multiple element arrangements when vendor-specific objective evidence
does not exist. ’
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In September 2009, the FASB issued EITF Issue No. 09-3 “Certain Revenue Arrangements That Include Software
Elements.” EITF 09-3 amends ASC 985 “Software,” previously AICPA Statement of Position No. 97-2, “Software
Revenue Recognition” and its related interpretive guidance, to exclude from its scope tangible products that contain both
software and non-software components that function together to deliver a product’s essential functionality. Adoption of
this amendment to ASC 985 is also required for revenue arrangements entered into or materially modified during the
Company’s fiscal year beginning January 1, 2011. The adoption of this accounting guidance effective January 1, 2011 is ‘
not expected to have any effect on our consolidated results of operations and related disclosures based on the nature of
our revenue transactions. -

) Property and Equipment

Property and equipmenf consist of the following (in thousands): ,
December 31,

2010 2009
. SOFEWATE <.t eeee et eeeeeeeeee et e s ete st eentesatesssesbeeesesabesneasssentseseeesserneases $ 125222 % 120,451
BUILAINGS .ottt 73,055 72,874
Equipment................ ettt ettt r et ke b et r et 65,278 57,810
Furniture and fIXTUTES c.u..eivvvieeeereee e eecerrie e e ee sttt e e setevesesnraeesenereeenanees 34,344 33,122
Leasehold improvements... ...t 19,595 19,082
LAnd... s 7.714 7.668
325,208 311,007
Accumulated depreciation and amortization .........c.ccceeeeverieeereniineniniiens (183.809) (160,904)
Property and equipment, NEL.........cccvieireiniiiincnies e $ 141399 $ 150.103

During 2010, we periodically assessed whether any indicators of impairment existed related to our property and
equipment. No indicators of impairment were identified during 2010.

Depreciation and amortization expense related to property and equipment was $26,055,000, $28,734,000 and $27,371,000
for the years ended December 31, 2010, 2009 and 2008, respectively. Depreciation and amortization expense in 2009 includes
$1,252,000 of accelerated amortization associated with certain software licenses due to our decision to not utilize them in the
future. Interest charges in the amount of $24,000, $9,000 and $121,000 were capitalized in connection with internal-use
software development projects in the years ended December 31, 2010, 2009 and 2008, respectively.

3)  Goodwill

The changes in the carrying amount of goodwill for the years ended December 31, 2010, 2009 and 2008 are as
follows (in thousands): -

__North America EMEA APAC _Consolidated

Balance at December 31, 2007 ........ $ 220331 % 673777 $ - 16,865 $ 304,573
Goodwill recorded in connection

with the acquisition of Calence ... 104,071 - -, 104,071
Goodwill recorded in connection '

with the acquisition of MINX ...... - ) 9,108 - 9,108
Impairment charge........coeeevuennn (323,422) ‘ (59,852) (13,973) (397,247)
Other adjustments..........cccoceeveverenene. . (980) . (16.633) (2.892) (20.505)°
Balance at December 31, 2008 ........ - - - -
Goodwill recorded as additional

purchase price consideration B

relating to Calence.........cccoeeveneee 15.829 - - 15,829
Balance at December 31, 2009 ........ 15,829 - - 15,829
Goodwill recorded as additional

purchase price consideration

relating to Calence .........ccccevueueunne 645 - - 645
Balance at December 31, 2010 ........ $ 16474 $ - $ - 3 16474

Goodwill is required to be tested for impairment at the reporting unit level on an annual basis-and between annual
tests if an event occurs or circumstances change that would more likely than not reduce the fair value of the reporting
unit below its carrying value. Multiple valuation techniques can be used to assess the fair value of the reporting unit. All
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of these techniques include the use of estimates and assumptions that are inherently uncertain. Changes in these
estimates and assumptions could materially affect the determination of fair value or goodwill impairment, or both. The
Company has three reporting units, which are the same as our operating segments. At December 31, 2007, our goodwill
balance of $304,573,000 was allocated among all three of our operating segments, which represented the purchase price
in excess of the net amount assigned to assets acquired and liabilities assumed in connection with previous acquisitions,
adjusted for changes in foreign currency exchange rates. We tested goodwill for impairment during the fourth quarter of
2007. At that time, we concluded that the fair value of each of our reporting units was in excess of the carrying value.

On April 1, 2008, we acquired Calence, which has been integrated into our North America business. On July 10,
2008, we acquired MINX, which has been integrated into our EMEA business. Under the purchase method of
accounting, the purchase price for each acquisition was allocated to the tangible and identifiable intangible assets
acquired and liabilities assumed based on their estimated fair values. The excess purchase price over fair value of net
assets acquired of $93,709,000 and $9,108,000 for Calence and MINX, respectively, was recorded as goodwill in the
respective reporting unit. During the year ended December 31, 2008, we accrued an additional $9,830,000 of purchase
price consideration (the “earnout”) and $532,000 of accrued interest thereon as a result of Calence achieving certain
performance targets during 2008. Such amounts were recorded as additional goodwill. The Calence acquisition and
resulting additional goodwill of $104,071,000, including the earnout and accrued interest amounts, was recorded as part
of our North America reporting unit.

In consideration of market conditions and the decline in our overall market capitalization resulting from decreases in
the market price of Insight’s publicly traded common stock during the three months ended June 30, 2008, we evaluated
whether an event (a “triggering event”) had occurred during the second quarter that would require us to perform an
interim period goodwill impairment test. Subsequent to the first quarter of 2008, the Company experienced a relatively
consistent decline in market capitalization due to deteriorating market conditions and a significant decline subsequent to
our announcement of preliminary first quarter 2008 results on April 23, 2008. During the first quarter of 2008, the
market price of Insight’s publicly traded common stock ranged from a high of $19.00 to a low of $15.49, ending the
quarter at $17.50 on March 31, 2008. During the second quarter of 2008, the market price of Insight’s publicly traded
common stock ranged from a high of $18.20 to a low of $11.00 on April 24, 2008, when the price dropped by 22.5% and
did not return to levels previous to that single day drop through the end of the quarter. Based on the sustained significant
decline in the market price of our common stock during the second quarter of 2008, we concluded that a triggering event
had occurred subsequent to March 31, 2008, which would more likely than not reduce the fair value of one or more of
our reporting units below its respective carrying value.

As aresult, we performed the first step of the two-step goodwill impairment test in the second quarter of 2008 and
compared the fair values of our reporting units to their carrying values. The fair values of our reporting units were
determined using established valuation techniques, specifically the market and income approaches. We determined that
the fair value of the North America reporting unit was less than the carrying value of the net assets of the reporting unit,
and thus, we performed step two of the impairment test for the North America reporting unit. The results of the first step
of the two-step goodwill impairment test indicated that the fair value of each of our EMEA and APAC reporting units
was in excess of the carrying value, and thus we did not perform step two of the impairment test for EMEA or APAC.

In step two of the impairment test, we determined the implied fair value of the goodwill in our North America
reporting unit and compared it to the carrying value of the goodwill. We allocated the fair value of the North America
reporting unit to all of its assets and liabilities as if the reporting unit had been acquired in a business combination and
the fair value of the North America reporting unit was the price paid to acquire the reporting unit. The excess of the fair -
value of the reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of goodwill.

Our step two analysis resulted in no implied fair value of goodwill for the North America reporting unit, and therefore,
we recognized a non-cash goodwill impairment charge of $313,776,000, which represented the entire goodwill balance
recorded in our North America operating segment as of June 30, 2008, including the entire amount of the goodwill
recorded in connection with the Calence acquisition, including the earnout through June 30, 2008. The charge is
included in the loss from continuing operations for the year ended December 31, 2008.

Subsequent to the announcement of our results of operations for the second quarter of 2008 on August 11, 2008, the
Company experienced a relatively consistent increase in market capitalization. During the third quarter of 2008, the
market price of Insight’s publicly traded common stock ranged from a low of $10.70 to a high of $17.11, ending the
quarter at $13.41 on September 30, 2008. We concluded that during the third quarter of 2008, a triggering event had not
occurred that would more likely than not reduce the fair value of one or more of our reporting units below its respective
carrying value.
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We performed our annual review of goodwill in the fourth quarter of 2008. The fair values of our reporting units
were determined using established valuation techniques, specifically the market and income approaches. We determined
that the fair value of each of our three reporting units was less than the carrying value of the net assets of the respective
reporting unit, and thus we performed step two of the impairment test for each of our three reporting units. Our step two
analyses resulted in no implied fair value of goodwill for any of our three reporting units, and therefore, we recognized a
non-cash goodwill impairment charge of $83,471,000, which represented the entire amount of the goodwill recorded all
three of our operating segments as of December 31, 2008, including goodwill recorded in connection with the earnout
associated with the Calenee acquisition, part of our North America operating segment, since June 30, 2008. The charge
is included in the loss from continuing operations for the year ended December 31, 2008.

The other adjustments to goodwill in 2008 primarily consist of foreign currency translation adjustments. During the
year ended December 31, 2008, the adjustments in EMEA also include the reversal of valuation allowances totaling
$5,800,000 relating to our United Kingdom and France net operating loss carryforward deferred tax assets (see Note 10).

During the year ended December 31, 2009, we recorded $15,829,000 of additional purchase price consideration and
the related accrued interest thereon as a result of Calence, acquired April 1, 2008, achieving certain performance targets '
during 2009. The additional goodwill was recorded as part of our North America reporting unit. In April and November
2009, cash payments of $12,834,000 and $8,879,000, respectively, were made to the former owners of Calence related to
additional purchase price consideration and the related interest thereon earned in 2008 and 2009 prior to each scheduled
payment date. Such amounts are reflected as an investing activity within our consolidated statements of cash flows.

During the year ended December 31, 2010, we recorded $645,000 of additional purchase price consideration and the
related accrued interest thereon as a result of Calence achieving certain performance targets during the first quarter of
2010. The additional goodwill was recorded as part of our North America reporting unit. The final payment of
$5,123,000 for additional purchase price consideration and the related accrued interest thereon was paid to the former
owners of Calence on April 1, 2010.

During 2010, we periodically assessed whether any indicators of impairment existed which would require us to
perform an interim impairment review. As of each interim period end during the year, we concluded that a triggering
event had not occurred that would more likely than not reduce the fair value of our North America reporting unit (the
only reporting unit with a goodwill balance at any period end) below its carrying value. We performed our annual test of
goodwill for impairment during the fourth quarter of 2010. The results of the first step of the two-step goodwill
impairment test indicated that the fair value of our North America reporting unit was in excess of the carrying value, and
thus we did not perform step two of the impairment test.

@) Intangible Assets

Intang{ble assets acquired in the acquisition of MINX, Calence and Software Spectruni,cbnsist of the following (in
thousands): - ' :

December 31,

2010 2009

Customer relationShIPS .....cveveeeereciiiiinriiee e et $ 110,743  § 112,295
BACKIOZ «1vvoveveeeiieecieiicie ettt e 7,393 . 7,405
Acquired technology related assets .......cooceevvvneiiiiiii e, 1,700 - 1,700
NON-COMPELE AZTEEIMENLS ....ovvviverireresiirastass st sreressesisssi e enes - 270

119,836 - 121,670
Accumulated amOTtiZAtION ....coveveeriiriliiinii s (50.,755) (39.187)
INANGIDIE ASSELS, DEL w.vveeeveeereririarereesriniss s $ 69.081 $ 82.483

During 2010, we periodically assessed whether any indicators of impairment existed related to our intangible assets.
As a result of the Company’s largest software partner informing resellers that it intends to change certain elements of its
channel incentive programs effective in late 2011 that could adversely affect the Company’s results of operations,
primarily beginning in 2012, we assessed the recoverability of our Software Spectrum acquired customer relationships
intangible asset by comparing the projected undiscounted net cash flows associated with the related asset over its
remaining life against its carrying amount. We concluded that the estimated fair value of our Software Spectrum
acquired customer relationships intangible asset exceeded its carrying amount, and no impairment was indicated.

57



INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

Amortization expense recognized for the years ended December 31, 2010, 2009 and 2008 was $1 1,958,000,
$12,429,000 and $13,868,000, respectively. The non-compete agreements were fully amortized in June 2010. Future
amortization expense is estimated as follows (in thousands):

Years Ending December 31, Amortization Expense
2011 e, $ 12,080
2002 e e, 11,863
2003 e, 10,900
2004 e, ~+ 10,900
2015 i, ettt e, 10,900
THETCATter. ..o ’ 12,438

Total amOTtization €XPENSE...........ovv.vvureeereeereeseeereeeeeeres s, $ " 69,081

(5) 'AccruedbExp_enses and Other Current Liabilities

y .
Included in accrued expenses and other current liabilities as of December 31, 2010 and 2009 is $30,703,000 and
$62,289,000, respectively, of trade credit liabilities. ~

Included in accrued expenses and other current liabilities as of December 31, 2010 and 2009 is an accrual for
$74,223,000 and $62,760,000, respectively, of sales tax, value-added tax and other indirect taxes.

6) Debt, Capital Lease Obligation and Inventory Financing Facility

Debt
Our long-term debt consists of the following (in thousands):
December 31,
2010 2009

Senior revolving credit faCility .........ooeeeereeereeeeees oo $ 90,000 $ 147,000
Accounts receivable securitization financing facility..............ccoovvevovoovornnn.., - -
Capital lease obligation ............................. ettt ere e s 2,616 3.224

TOTAL oot 92,616 150,224 -~
Less: current portion of obligation under capital 1ease................ooovvovvvevoon., 997) (875)
Less: current portion of revolving credit facilities ...........ooevvovoveoorooo - -

Long-term debt...........c.cccuiiiiirriieec e $ 91619 § 149,349

On April 1, 2008, we entered into a five-year $300,000,000 senior revolving credit facility. Amounts outstanding
under the senior revolving credit facility bear interest, payable quarterly, at a floating rate equal to the prime rate or, at
our option, a LIBOR rate plus a pre-determined spread of 0.75% to 1.75%. In addition, we pay a commitment fee on the
unused portion of the facility of 0.175% to 0.35%. The weighted average interest rate on amounts outstanding under our
senior revolving credit facility, including the commitment fee and origination costs incurred, was 2.1%, 2.6% and 4.8%
during the years ended December 31, 2010, 2009 and 2008, respectively. As of December 31, 2010, $210,000,000 was
available under the senior revolving credit facility. The senior revolving credit facility matures on April 1, 2013.

We have a $150,000,000 accounts receivable securitization financing facility (the “ABS facility”) pursuant to which
we can sell receivables periodically to a special purpose accounts receivable and financing entity (the “SPE”), which is
exclusively engaged in purchasing receivables from us. The SPE is a wholly-owned, bankruptcy-remote entity that we
have included in our consolidated financial statements. The SPE funds its purchases by selling undivided interests in
eligible trade accounts receivable to a multi-seller conduit administered by an independent financial institution. The
SPE’s assets are available first and foremost to satisfy the claims of the creditors of the conduit. We maintain effective
control over the receivables that are sold. Accordingly, the receivables remain recorded on our consolidated balance
sheets. At December 31, 2010 and 2009, the SPE owned $616,339,000 and $525,178,000, respectivély, of receivables
recorded at fair value and included in our consolidated balance sheets. On J uly 1, 2010, we entered into-an amendment
to the ABS facility, which amends certain provisions of the ABS facility to improve availability in the Borrowing Base,
as defined in the ABS facility, but did not change the $150,000,000 maximum borrowing capacity: Specifically, the
amendment (i) excludes from the Borrowing Base receivables of a specified obligor that had a negative impact on
availability under the facility, (ii) creates a basket to allow up to 10% of gross receivables with terms between 60 and 90
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days to be eligible for borrowing, and (iii) increases to 35% from 25% the threshold above which the total amount of a
particular obligor’s receivables are treated as ineligible if the percentage of such obligor’s receivables that are more than
60 days past due exceeds such threshold. In addition, the amendment extends the maturity date of the ABS facility,
which was to have expired on July 23, 2010, to April 1, 2013, and decreases the variable interest rate by approximately
80 basis points for funds provided under the ABS facility, calculated as the specified Pooled Commercial Paper Rate, as
defined in the ABS facility, plus a fixed 1.45% margin (the “CP Margin”). However, beginning on July 1, 2012 (the
“Reset Date”), the CP Margin may increase (but in no event exceed 1.50%) based on percentage changes in high yield
spreads comparing average index rates for the calendar month prior to the Reset Date against average index rates for the
corresponding calendar month in the previous year. Finally, the amendment provides that, under certain circumstances, -
the Company may be required to obtain a public rating of the ABS facility from one or more credit rating agencies of at
least “A” or its equivalent. Failure by the Company to obtain such rating would result in an Amortization Event under
the ABS facility. While the ABS facility has a stated maximum amount, the Company’s ability to borrow up to the full
$150,000,000 under the ABS facility is based on formulae relating to the amount and quality of the Company’s accounts
receivable in the United States. Total availability under our ABS facility at December 31,2010 was $1 50,000,000.

r  No amounts are outstanding under the ABS facility at December 31, 2010 or 2009. Interest is payable monthly, and
the interest rate which would have been applicable at December 31, 2010 had there been outstanding balances was 1.8%
per annum. In addition, we pay a commitment fee on the unused portion of the facility of 0.75%, which was reduced
from 1.15% as part of the July 1, 2010 amendment. During the year ended December 31 ,2010, due to availability under
our other debt and financing facilities, weighted average borrowings under our ABS facility decreased to $1,671,000.
Interest expense associated with the ABS facility was $2,139,000 in 2010, including the commitment fee and
amortization to interest expense of deferred financing fees capitalized in conjunction with amendments to the ABS
facility. During the years ended December 31, 2009 and 2008, our weighted average interest rate per annum and
weighted average borrowings under the facility were 8.5% and $27,449,000 and 4.30% and $128,420,000, respectively.

Capital Lease Obligation

In July 2009, we entered into a four-year lease for certain IT equipment. We amended this lease in November 2009
and again in July 2010 to include additional IT equipment to be used in the same manner as the initial lease. The July
2010 amendment added $319,000 to the value of the equipment held under the capitalized lease. These obligations
under the capitalized lease are included in long-term debt in our consolidated balance sheets as of December 31, 2010
and 2009. The current and long-term portions of the obligation are included in the table above. The capital lease was a
non-cash transaction and, accordingly, is not reflected in our consolidated statements of cash flows for the years ended
December 31, 2010 or 2009. :

The value of the equipment held under the capitalized lease, $3,867,000, is included in property and equipment.
These capital lease assets are amortized on a straight-line basis over the lease term. The related amortization expense is
included in selling and administrative expenses in our consolidated statements of operations for the years ended
December 31, 2010 and 2009. As of December 31, 2010 and 2009, accumulated.amortization on the capital lease assets
was $1,283,000 and $333,000, respectively.

Future minimum payments under the capitalized lease consist of the following as of December 31,2010 (in
thousands):

Years Ending December 31,

2011 e $ 1,039
2012 ot 1,039
2013 o 606
Total minimum lease payments ........ccccecvevnn 2,684
Less amount representing interest..........o.oovee.. (68)

Present value of minimum lease payments...... $ 2,616
Inventory Financing Facility

On April 26, 2010, we entered into an amendment to our inventory financing facility to increase the aggregate
availability for vendor purchases under the facility from $90,000,000 to $100,000,000. On August 12, 2010, we entered
into a second amendment to the facility to further increase the aggregate availability for vendor purchases under the
facility from $100,000,000 to $150,000,000. The facility matures on April 1, 2013 but may be cancelled with 90 days
notice. Additionally, the facility may be renewed under certain circumstances described in the agreement for successive
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twelve month periods. Interest does not accrue on accounts payable under this facility provided the accounts payable are
paid within stated vendor terms (ranging from 30 to 60 days). We impute interest on the average daily balance
outstanding during these stated vendor terms based on our blended incremental borrowing rate during the period under
our senior revolving credit facility and our ABS facility. Imputed interest of $2,112,000 and $1,798,000 was recorded in
2010 and 2009, respectively. If balances are not paid within stated vendor terms, they will accrue interest at prime plus
1.25%. The facility is guaranteed by the Company and each of its material domestic subsidiaries and is secured by a lien
on substantially all of the Company’s domestic assets that is of equal priority to the liens securing borrowings under our
senior revolving credit facility. As of December 31, 2010 and 2009, $135,112,000 and $94,282,000, respectively, was
included in accounts payable related to this facility. Although the $90,000,000 maximum was exceeded as of December
31, 2009, it was non-interest bearing, was paid down below the $90,000,000 maximum on January. 4, 2010 and had no
effect on our debt covenant compliance. ‘

Covenants

Our financing facilities contain various covenants customary for transactions of this type, including the requirement .
fhat we comply with maximum leverage, minimum fixed charge and minimum asset coverage ratio requirements and
meet weekly, monthly, quarterly and annual reporting requirements. If we fail to comply with these covenants, the
lenders would be able to demand payment within a specified period of time. At December 31, 2010, we were in
compliance with all such covenants. .

Our consolidated debt balance that can be outstanding at the end of any fiscal quarter under our senior revolving
credit facility and our ABS facility is limited by certain financial covenants, particularly a maximum leverage ratio. The
maximum leverage ratio is calculated as aggregate debt outstanding divided by the sum of the Company’s trailing twelve
month net earnings (loss) plus (i) interest expense, less non-cash imputed interest on our inventory financing facility, (ii)
income tax expense (benefit), (iii) depreciation and amortization and (iv) non-cash stock-based compensation (referred to
herein as “adjusted earnings”). The maximum leverage ratio permitted under the agreements was 2.50 times as of
December 31, 2010. A significant drop in adjusted earnings would limit the amount of indebtedness that could be
outstanding at the end of any fiscal quarter, to a level that would be below the Company’s consolidated maximum debt
capacity. As a result of this limitation, of the $450,000,000 of aggregate maximum debt capacity available under our
senior revolving credit facility and our ABS facility, the Company’s debt balance that could have been outstanding as of
December 31, 2010 was limited to $414,138,000 based on 2.50 times the Company’s trailing twelve-month adjusted
earnings.

) Market Risk Management

Interest Rate Risk

‘We have interest rate exposure arising from our financing facilities, which have variable interest rates. These
variable interest rates are affected by changes in short-term interest rates. We currently do.not hedge our interest rate
exposure.

We do not believe that the effect of reasonably possible near-term changes in interest rates will be material to our
financial position, results of operations and cash flows. Our financing facilities expose net earnings to changes in short-
term interest rates since interest rates on the underlying obligations are variable. We had $90,000,000 outstanding under
our senior revolving credit facility and no amounts outstanding under our ABS facility at December 31, 2010. The
interest rates attributable to the borrowings under our senior revolving credit facility and the ABS facility were 1.3% and
1.8%, respectively, per annum at December 31, 2010. The change in annual net earnings from continuing operations,
pretax, resulting from a hypothetical 10% increase or decrease in the highest applicable interest rate would approximate
$158,000.

Foreign Currency Exchange Risk

We use the U.S. dollar as our reporting currency. The functional currencies of our significant foreign subsidiaries are
generally the local currencies. Accordingly, assets and liabilities of the subsidiaries are translated into U.S. dollars at the
exchange rate in effect at the balance sheet dates. Income and expense items are translated at the average exchange rate for
each month within the year. Translation adjustments are recorded in other comprehensive income as_a separate component
of stockholders’ equity. Net foreign currency transaction gains/losses, including transaction gains/losses on intercompany
balances that are not of a long-term investment nature, are reported as a separate component of non-operating (income)
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expense, net in our consolidated statements of operations. We also maintain cash accounts denominated in currencies
other than the functional currency which expose us to foreign exchange rate movements. Remeasurement of these cash
balances results in gains/losses that are also reported as a separate component of non-operating (income) expense.

We monitor our foreign currency exposure and have begun to enter, selectively, into forward exchange contracts to ‘
mitigate risk associated with certain non-functional currency monetary assets and liabilities related to foreign
denominated payables, receivables, and cash balances. Transaction gains and losses resulting from non-functional
currency assets and liabilities are offset by forward contracts in non-operating (income) and expense, net. The Company
does not have a significant concentration of credit risk with any single counterparty.

The Company generally enters into forward contracts with maturities of three months or less. The derivatives
entered into during 2010 were not designated as hedges. The following derivative contracts were entered into during the
year ended December 31, 2010, and remained open and outstanding at December 31, 2010. All U.S. dollar and foreign
currency amounts (British Pounds and Canadian Dollars) are presented in thousands. '

! Buy Buy
, Foreign Currency GBP ‘ CAD
Foreign Amount 6,424 10,000
Exchange Rate 1.5566 1.0029-
USD Equivalent $10,000 $9,971
Maturity Date . January 7, 2011 January 6, 2011

The Company does not enter into derivative contracts for speculative or trading purposes. The fair value of all
forward contracts at December 31, 2010 was a net liability of $63,000.

(8) Leases

We have several non-cancelable operating leases with third parties, primarily for administrative and distribution center
space and computer equipment. Our facilities leases generally provide for periodic rent increases and many contain
escalation clauses and renewal options. We recognize rent expense on a straight-line basis over the lease term. Rental
expense for these third-party operating leases was $15,643,000, $15,561,000 and $16,132,000 for the years ended
December 31, 2010, 2009 and 2008, respectively, and is included in selling and administrative expenses in our consolidated
statements of operations.

Future minimum lease payments under non-cancelable operating leases (with initial or remaining lease terms in
excess of one year) as of December 31, 2010 are as follows (in thousands):

" Years Ending December 31, :
200 oot et eeeeeeeee st ees e e et et e e e b e s b e s b e ot s ab e e eraeer b et eerraenrentasasesrneerenrts $ i 13,186

L0} ST OTO OO OO POORPRRPPIS ' 9,690
20713 oottt b bbbt a b et 8,366
2014 oo ettt 7,258
2015 et te ettt et 5,845
THEIEATTET......eoeveriircriicrir e e 7.437

Total minimum lease Payments.........c.cvuviivvrineriieereseieseeenee. 3 51,782
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(9) . Severance, Restructuring and Acquisition Integration Activities

Severance Costs Expensed in 2010

During the year ended December 31, 2010, North America and EMEA recorded severance expense totaling
$2,003,000 and $1,476,000, respectively, relating to 2010 restructuring actions. The North America charge was part of -
the roll-out of our new sales engagement model and plans to add new leadership in key areas, and the EMEA charge was
associated with the severance for the elimination of certain positions based on a re-alignment of roles and
responsibilities. The following table details the 2010 activity and the outstanding obligation related to the 2010
severance actions as of December 31, 2010 (in thousands):

North America EMEA ‘ Consolidated.

Severance costs............ e $ _ 2003 $ 1,476 $ 3,479
Foreign currency translation adjustments .. - 19 19
Cash payments.......c.coevvereeerereerenereecenens (837) (920) (1,757)
Balance at December 31, 2010.................. . $ 1,166 $ 575 $ 1,741

All remaining outstanding obligations are expected to be paid during 2011 and are therefore included in accrued
expenses and other currerit liabilities.

Severance Costs Expensed in 2009

During the year ended December 31, 2009, North America, EMEA and APAC recorded severance expense totaling
$10,515,000, $3,784,000 and $302,000, respectively, related to the departure of our former President and Chief
Executive Officer from the Company and ongoing restructuring efforts to reduce operating expenses. The following
table details the changes in these liabilities during the year ended December 31, 2010 (in thousands):

North America EMEA Consolidated
Balance at December 31,2009 ................. $ 38 $ 1,904 $ 1,942
Foreign currency translation adjustments . ‘ - (166) (166)
AdJustments .......coevecveeivieeeeeeeeeennn - (453) '(453)
Cash payments.......c.ccevvevererererrerceeeenn. (38) (867) (905)
Balance at December 31,2010 ................. $ - $ 418 $ 418

In EMEA, adjustments totaling $453,000 were recorded as a reduction to severance and restructuring expense
during the year ended December 31, 2010 and a reduction of the related severance accrual due to changes in estimates-as
cash payments were made. All remaining outstanding obligations are expected to be paid during 2011 and are therefore
included in accrued expenses and other current liabilities.

Severance Costs Expensed for 2008 Resource Actions

During the year ended December 31, 2008, North America, EMEA and APAC recorded severance expense totaling
$4,633,000, $3,923,000 and $39,000, respectively, related to ongoing restructuring efforts to reduce operating expenses
related to support and management functions as well as certain sales functions. As of Decembér 31, 2009, all severance
costs recorded by APAC in connection with the 2008 resource actions had been paid. During the first quarter of 2010,
final cash payments totaling $19,000 were made on the remaining accrued severance costs in North America and an
adjustment of $70,000 was recorded as a reduction to severance and restructuring’ expense and the related severance
accrual in EMEA due to changes in estimates. As of December 31, 2010, there were no outstanding severance
obligations associated with the 2008 resource actions.

Acquisition-Related Costs Capitalized in 2006 as a Cost of Acquisition of Software Spectrum -

In 2006, we recorded $9,738,000 of employee termination benefits and $1,676,000 of facility based costs in
connection with the integration of Software Spectrum. These costs were recognized as a liability assumed in the
purchase business combination and included in the allocation of the cost to acquire Software Spectrum. '

The employee termination benefits relate to severance payments for Software Spectrum teammates in North
America and EMEA who have been or will be terminated in connection with integration plans. The facilities based costs
relate to future lease payments or lease termination costs associated with vacating certain Software Spectrum facilities in
EMEA. ‘
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The following table details the changes in these liabilities during the year ended December 31, 2010 (in thousands):

EMEA
Balance at December 31, 2009.................. $ 1,358
Foreign currency translation adjustments.. (79)
AdJuStments........cooovviviiinienerriieee e (105)
Cash payments........cceevurreeircieienenieersens (479)
‘Balance at December 31, 2010.................. $ 695

All remaining outstanding obligations are expected to be paid during 2011 and are therefore included in accrued
expenses and other current liabilities. In 2010 an adjustment of $105,000 was recorded as a reduction of selling and
administrative expenses and the related severance accrual due to changes in estimates of the costs of the integration plan.

Restructuring Costs Expensed in 2005

t  During the year ended December 31, 2005, Insight UK moved into a new facility and recorded facilities-based
restructuring costs of $7,458,000. The related leases expired in October 2009, and the remaining balance in the accrual
as of January 1, 2010 of $77,000 (related to certain service charges) was settled during the year ended December 31,
2010, leaving no accrual remaining as of December 31, 2010. -

(10) Income Taxes

The following table presents the U.S. and foreign components of earnings (loss) from continuing operations before
income taxes and the related income tax expense (benefit) (in thousands): .

Earnings (loss) from continuing operations before income taxes:
' Years Ended December 31,

2010 2009 2008
LSt et rere ettt $ 71,271 $§ 14,644 $ (282,554)
FOTEIIN 1.vrvveeer et r e bbb s 43,903 27.099 (43.520)

$§ 115174 $ 41743 $ (326.074)

Income tax expense (benefit) from continuing operations:

Years Ended December 31,

2010 2009 2008

Current:

LS. FAEIAL . eveveeeeeeeeeeee e eetr e e e estv e e e rersaeeesrntesasstaeesenneeenanaessannassanns $ 8,850 &  (4,804) $ 5,379

ULS. State and IOCAL .....coovvivrreeieieriee e st e eecieeeeirraeesreesesennescenneessbies s 1,251 237) 360

FOTEIEN ...ttt 11,531 8.876 14,674

- 21,632 - 3.835 20,413

Deferred:

LS. FeAOTAL. oot ettt s e et e s vs e s rae s retesobeesaneessasssnneen 15,466 6,293 (97,126)

U.S. State and local ......cocoeeeevirencieneennd et eeeeeae——ee i ee e s b aeortaeararanans 1,205 ‘ - 920 (10,254)

FOTBIGN ..vvveeieeeeeeee et nemess st b bbb s e 1,386 (78) 620

: 18.057 _. 7.135 (106.760)

$ 39689 $ 10970 $ _(86.347)

Income tax expense relating to a discontinued operation was $1,659,000 for the year ended December 31, 20069.
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The following schedule reconciles the differences between the U.S. federal income taxes at the U.S. statutory rate to
our income tax expense (benefit) (dollars in thousands):

Years Ended December 31,

' 2010 2009 2008
Expected expense (benefit) at U.S. Statutory rate of 35%........ocovcervererernn... $ 40311 $ 14610 $ (114,126)
Change resulting from: '
State income tax expense (benefit), net of federal income tax benefit ... 2,386 - 960 9,227)
Audits and adjustments, NEL .........c.ecovivereveeeeeseseereeereeerina ORI (173) (267) 2,641
Change in valuation allowance ..................... e ieeeevieenenaaens (392) 386 8,707
Foreign income taxed at different Tates.........coovveeviveeeeevesieeeeeseioee (2,453) (230) 460
Non-deductible goodwill impairment charges ................coocvievrvenn.n. - - 25,785
Recapitalization of foreign subsidiary................... ererrrrreeereen—r—reereaarntas (1,611) (2,141) -
True-up of foreign deferred tax @SSELS.......ovvvereeeeeereieeeeeoeeeeeeo - (1,224) -
Non-deductible cOMPENSAtION...........cooiiiereeteeeieeeeeeeeeee e, 737 (302) 751
OhET, MEL......eotiiriiieteeeeeteee ettt e et s e 884 (822) (1,338)
f Income tax expense (DENefit) ........c.c.ovweeeeeeeeeeeeeeeeeeeeeeeeeeeoeo o, T $ 39689 $ 10970 $ (86.347)
EffECHIVE tAX TALE ..ttt e e e 34.5% 26.3% 26.5%

The total income tax expense in 2010 includes a net U.S. benefit of $1,611,000 related to the recapitalization of one
of our foreign operations. The total income tax expense in 2009 includes the recognition of certain tax benefits,
including a net U.S. tax benefit of $2,141,000 related to the recapitalization of one of our foreign operations, $1,544,000
related primarily to the true-up of foreign tax credits resulting from the filing of our 2008 U.S. federal tax return and the
recognition of certain tax benefits resulting from the settlement of audits and a $1,224,000 tax benefit related to the true-
up of certain foreign tax deferred items.

For foreign entities not treated as branches for U.S. tax purposes, we do not provide for U.S. income taxes on the
undistributed earnings of these subsidiaries as these earnings are reinvested and, in the opinion of management, will
continue to be reinvested indefinitely outside of the U.S. The undistributed earnings of foreign subsidiaries that are
deemed to be indefinitely invested outside of the U.S. were approximately $28,600,000 at December 31, 2010. It is not
practicable to determine the unrecognized deferred tax liability on those earnings.

The significant components of deferred tax assets and liabilities are as follows (in thousands):

December 31,

2010 2009
Deferred tax assets: C

Trade CreditS ...covvvereriiriiriceee e $ 5,555 “$ . 17,854
Net operating loss carryforwards..............ccocveveveueennn. 11,704 . 13,347
Miscellaneous accrualS..........eeeeeveveveeseevvereeeeeennn 710,985 - 12,551
Stock-based compensation ..............oocoeevveeverereennn.. 2,864 3,212
Allowance for doubtful accounts and returns............. 5,965 7,352
Foreign tax credit carryforwérds ................................ 9,116 10,182
Accrued vacation and other payroll liabilities............. 1,628 1,098
Write-downs of inventories............................. e 1,993 " 1,743
Depreciation allowance carryforwards....................... 770 " 1,336
Amortization of goodwill and other intangibles......... 78,249 84,032

Gross deferred tax assetS........coeeveeeeeverevveerennn, 128,829 152,707
Valuation allowance ...........occveeeevereoveeeeeeeeeeeenns (20.764) -(21.943)

Total deferred tax assets .........ccoevveveevevvvsrernnnnn. 108.065 130,764

Deferred tax liabilities: »

Depreciation and amortization............c..oeeeveveeuerenann. (14,137) (17,380)
Prepaid €Xpenses ........cocovveeieirverereriniceeeeen (522) (538)
Other, NEL...ocueeiiiieececcect e (1.338) (1.661)

Total deferred tax liabilities.........coovevveeveeeernnn. (15,997) (19.579)

Net deferred tax aSSetS ...cuevveevvereerereeeeeeeseisnns $ 92,068 $ 111,185
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The net current and non-current portions of deferred tax assets and liabilities are as follows (in thousands):

December 31,
2010 2009
Net current deferred tax asSet ......oovvveeerrieeeeireererieeeesiineenens $ 23283 % 35,750
Net non-current deferred tax aSSEt......ueveeevvivevirveereerenrnnees 68,785 75.435
Net deferred tax @SSEt.....uiiiviirireeirrereeeiveeeeesveeasevreesenes $ 92,068 $ 111,185

As of December 31, 2010, we have U.S. state net operating loss carryforwards (“NOLs”) of $1,586,000 that will
expire between 2011 and 2030. We also have NOLs from various non-U.S. jurisdictions of $42,761,000. While the
majority of the non-U.S. NOLs has no expiration date, $290,000 will fully expire in 2019. '

On the basis of currently available information, we have provided valuation allowances for certain of our deferred
tax assets where we believe it is more likely than not that the related tax benefits will not be realized. At December 31,
2010 and 2009, our valuation allowances totaled $20,764,000 and $21,943,000, respectively, representing certain U.S.
state NOLs, non-U.S. NOLSs, foreign depreciation allowances and foreign tax credits. In the future, if we determine that
additional realization of all or part of these deferred tax assets is more likely than not, then the reversal of all or part of the
related valuation allowance will reduce income tax expense. Changes that occur after acquisition date in deferred tax asset
valuation allowances and income tax uncertainties resulting from a business combination will generally affect income tax
expense.

We believe it is more likely than not that forecasted income, including income that may be generated as a result of
prudent and feasible tax planning strategies, together with the tax effects of deferred tax liabilities, will be sufficient to fully
recover our remaining deferred tax assets. In the future, if we determine that realization of the remaining deferred tax asset
and the availability of certain previously paid taxes to be refunded are not more likely than not, we will need to increase our
valuation allowance and record additional income tax expense.

The following table summarizes the change in the valuation allowance (in thousands):

December 31,
2010 2009
Valuation allowance at beginning of year...........cccocecene. $ 21,943  § 21,888
Decreases in inCOME tax EXPENSE....cviivrrireeariieeriernianenne. (392) (501)
Foreign currency translation adjustments ..........ococoevenenn. (87 556
Valuation allowance at end of year...........cccccevvivevienenn. b 20,764 § 21,943

A net tax shortfall of $317,000, $6,712,000 and $2,737,000, respectively, related to thé exercise of employee stock
options and other employee stock programs was applied to stockholders’ equity during the years ended December 31,
2010, 2009 and 2008.

Various taxing jurisdictions are examining our tax returns for certain tax years. Although the outcome of tax audits
cannot be predicted with certainty, management believes the ultimate resolution of these examinations will pot result in a
material adverse effect to our financial position or results of operations.

As of December 31, 2010 and 2009, we had approximately $6,013,000 and $5,923,000, respectively, of
unrecognized tax benefits. Of these amounts, approximately $425,000 and $330,000, respectively, relate to accrued
interest. A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest, is as
follows (in thousands):

Balance at December 31, 2009........cccoevevecenerorenennnnes $ 5,593
Additions for tax positions in prior periods .........c.coceeene 327
Additions for tax positions in current period ..........ceeeu.. 815
Subtractions due to foreign currency translation ............. (139)
Subtractions due to audit settlements........cceeevvvrcvecinnnnne (1,008)
Balance at December 31, 2010.....coiiiierimrivenneeeecesieennns $ 5,588

Our policy is to classify interest and penalties relating to uncertain tax positions as a component of income tax
expense (benefit) in our consolidated statements of operations. ‘
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As of December 31, 2010, if recognized, $5,431,000 of the total liability associated with uncertain tax positions of
$6,013,000 would affect our effective tax rate. The remaining $582,000 balance arose from business combinations that,
if recognized, ultimately would be recorded as an adjustment to an indemnification receivable with no effect on our
effective tax rate. We do not believe there will be any changes over the next twelve months that would have a material
effect on our effective tax rate. '

Several of our subsidiaries are currently under audit for tax years 2002 through 2009. It is reasonably possible that
the examination phase of these audits may conclude in the next 12 months and that the related unrecognized tax benefits
for uncertain tax positions may change, potentially having a material effect on our effective tax rate. However, based on
the status of the various examinations in multiple jurisdictions, an estimate of the range of reasonably possible outcomes
cannot be made at this time. 4 '

We, including our subsidiaries, file income tax returns in the U.S. federal Jjurisdiction, and many state and local and
non-U.S. jurisdictions. In the U.S., federal income tax returns for 2006 through 2009 remain open to examination. For
rU.S. state and local as well as non-U.S. jurisdictions, the statute of limitations generally varies between three and ten
years.

(11)  Stock-Based Compensation -

We recorded the following pre-tax amounts in selling and administrative expenses for stock-based compensation, by
operating segment, in our consolidated financial statements (in thousands):

Years Ended December 31,

2010 2009 2008
NOTth AMETICA .ovvevieceeeeeeeeeeeeeeeeeee e, $ 5264 $ 5,466 $ 5,794
EMEA ..o, 1,512 2,137 1,985
APAC e, 181 161 206
Total Continuing Operations ...............cccccceuen....., 3 6957 $ 7,764 $ 7.985

Company Plans

On October 1, 2007, Insight’s Board of Directors approved the 2007 Omnibus Plan (the “2007 Plan™), and the 2007
Plan became effective when it was approved by Insight’s stockholders at the annual meeting on November 12, 2007. On
August 12, 2008, the 2007 Plan was amended to clarify certain provisions relating to forfeiture restrictions and grants of
discretionary awards to non-employee directors. The 2007 Plan is administered by the Compensation Committee of
Insight’s Board of Directors, and, except as provided below, the Compensation Committe¢ has the exclusive authority to
administer the 2007 Plan, including the power to determine eligibility, the types of awards tp be granted, the price and
the timing of awards. Under the 2007 Plan, the Compensation Committee may delegate some of its authority to our
Chief Executive Officer to grant awards to individuals other than individuals who are subject to the reporting
requirements of Section 16(a) of the Securities Exchange Act of 1934, as amended. Teammates, officers and members
of the Board of Directors are eligible for awards uinder the 2007 Plan, and consultants and independent contractors are
also eligible if they provide bona fide services that are not related to capital raising or promoting or maintaining a market
for the Company’s stock. The 2007 Plan allows for awards of options, stock appreciation rights, restricted stock, RSUs,
performance awards as well as grants of cash awards. A total of 4,250,000 shares of stock are reserved for awards issued
under the 2007 Plan. As of December 31, 2010, 2,038,815 shares of stock were available for grant under the 2007 Plan.

In 1997, we established the 1998 Long-Term Incentive Plan (the “1998 LTIP”) for our officers, teammates,
directors, consultants and independent contractors. The 1998 LTIP, as amended, authorized grants of incentive stock
options, non-qualified stock options, stock appreciation rights, performance shares, restricted common stock and
performance-based awards. In 1998 and 1999, we also established the 1998 Employee Restricted Stock Plan for our
teammates, the 1998 Officer Restricted Stock Plan for our officers and the 1999 Broad Based Employee Stock Option
Plan for our teammates. Although certain vested and unexercised grants made under these plans remain outstanding as
of December 31, 2010, since stockholder approval of the 2007 Plan in November 2007, as discussed above, there have
been, and will be, no further grants under these plans.
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Accounting for Stock Options

For the years ended December 31, 2010, 2009 and 2008, we recorded in continuing operations stock-based
compensation expense related to stock options, net of forfeitures, of $354,000, $368,000 and $524,000, respectively. As
of December 31, 2010, all stock options had vested and total compensation cost related to all previously granted stock .

options had been recognized. We had no grants of stock options during the years ended December 31, 2010, 2009 and
2008.

The following table summarizes our stock option activity during the year ended December 31, 2010:

Weighted

Average
Aggregate Remaining
Number Weighted Average Intrinsic Value Contractual
Outstanding Exercise Price (in-the-money options) Life (in years)
Ofutstanding at the beginning of
VAT ..covvriveerrirerisisiveenenenens ereeeeeeens 589,424  § 18.82
Granted .......cvevvevvnriinnennieieeninne - -
EXercised ......coveeevenemnnriniieiinennnnnns (3,500) 1400 § - 4,676
Forfeited or expired ........ccccovvvennnnen (342.472) 19.47
Outstanding at the end of year ....... 243,452 1799 § - 1.66
Exercisable at the end of year ......... 243,452 17.99 § - 1.66
Vested and expected to vest............ 243452 1799 $ - 1.66

The aggregate intrinsic value in the preceding table represents the total pre-tax intrinsic value, based on our closing
stock price of $13.16 as of December 31, 2010, which would have been received by the option holders had all option
holders exercised options and sold the underlying shares on that date. Options exercisable as of December 31, 2010, 2009
and 2008 had no aggregate intrinsic value because there were no in-the-money options.

The following table summarizes the status of outstanding stock options as of December 31, 2010:

Options Qutstanding Options Exercisable
Weighted Weighted Weighted
Average Average Average
Range of Number of Remaining Exercise Number of - Exercise
 Exercise Options Contractual Price Per Options - Price Per
Prices Qutstanding  Life (in years) Share Exercisable Share
$14.00 - 16.82 18,455 022 % 1559 - 18455 $- 15.59
17.77 200,000 196 §& 1777 200,000 $ 17.77
18.36 - 27.88 24,997 031 $ 2150 24997 $ - 2150
243,452 ' 1.66 § $ 17.99

17.99 243452

Accounting for Restricted Stock

We have issued shares of restricted common stock and RSUs as incentives to certain officers and teammates. We
recognize compensation expense associated with the issuance of such shares and RSUs over the vesting period for each
respective share and RSU. No shares of restricted common stock have been issued since 2005, and all previously issued
shares fully vested in 2008. Compensation expense related to service-based RSUs is recognized on a straight-line basis
over the requisite service period for the entire award. Compensation expense related to performance-based RSUs is
recognized on a straight-line basis over the requisite service period for each separately vesting portion of the award as if
the award was, in-substance, multiple awards (i.e., a graded vesting basis). The total compensation expense associated
with restricted stock represents the value based upon the number of shares or RSUs awarded multiplied by the closing
price of our common stock on the date of grant. Recipients of shares of restricted common stock are entitled to receive
any dividends declared on our common stock and have voting rights, regardless of whether such shares have vested.
Recipients of RSUs do not have voting or dividend rights until the vesting conditions are satisfied and shares are
released. ’
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Starting in 2006, we elected to primarily issue service-based and performance-based RSUs instead of stock options
and shares of restricted common stock. The number of RSUs ultimately awarded under the performance-based RSUs
varies based on whether we achieve certain financial results. We record compensation expense each period based on the
market price of our common stock on the grant date and our estimate of the most probable number of RSUs that will be
issued under the grants of performance-based RSUs. Additionally, the compensation expense is adjusted for our
estimate of forfeitures. ‘

For the years ended December 31, 2010, 2009 and 2008, we recorded in continuing operations stock-based
compensation expense, net of estimated forfeitures, related to shares of restricted common stock and RSUs of
$6,603,000, $7,396,000 and $7,461,000, respectively. As of December 31, 2010, total compensation cost related to
nonvested RSUs not yet recognized is $10,022,000, which is expected to be recognized over the next 1.17 years on a
weighted-average basis. -

On January 23, 2008, the Compensation Committee of our Board of Directors approved a special long-term

incentive award for the former Chief Executive Officer, the former President of our North America/APAC operating

r segments and the President of our EMEA operating segment. The plan provided for the award of RSUs that were to be -
issued based upon achievement of specific stock price hurdles within specific timeframes over a three-year period from
2009 - 2011. For the year ended December 31, 2008, we recorded stock-based compensation expense related to these
RSUs of $961,000, which is included in the 2008 stock-based compensation expense amount discussed above.
However, due to the economic climate and the decrease in Insight’s stock price, on February 19, 2009, the three
executives agreed to forfeit the awards, resulting in the termination of the awards. Accordingly, no shares were, or will
be, issued under these awards. A non-cash charge of $5,478,000 as a result of the cancellation of these awards is
included in selling and administrative expenses in the consolidated statement of operations for the year ended December
31, 2009. '

The following table summarizes our RSU activity, during the year ended December 31, 2010:

Weighted Average
Number Grant Date Fair Value Fair Value

Nonvested at the beginning of year.......... 1,126,797 $ 5.95
Granted ......ooovvevvernnnieieieee e, 1,087,342 § 13.20
Vested, including shares withheld to

COVET TAXES vvvvveveereerervsreseeeseese e, (471,936) $ 844 § 6.339.196®
Forfeited .......coovmeeennreeineeeieeeere e, (142.827) $ 7.66
Nonvested at the end of year.................... 1.599376 $ 999 $  21047,788®
Expected t0 VESt.......oo.vrvvrvverereisreenn. 1,507,627 ; $ 19.840,371®

@ The fair value of vested RSUs represents the total pre-tax fair value, based on the closing stock price on the day
of vesting, which would have been received by holders of RSUs had all-such holders sold their underlying shares
on that date. The aggregate intrinsic value for vested shares of restricted common stock and RSUs during 2009 and
2008 was $2,785,111 and $7,733,859, respectively. .

® The aggregate fair value of the nonvested RSUs and the RSUs expected to vest represents the total pre-tax fair
value, based on our closing stock price of $13.16 as of December 31, 2010, which would have been received by
holders of RSUs had all such holders sold their underlying shares on that date.

During the years ended December 31, 2010, 2009 and 2008, the shares of restricted common stock and RSUs that
vested for teammates in the United States were net-share settled such that we withheld shares with value equivalent to
the teammates’ minimum statutory United States tax obligation for the applicable income and other employment taxes
and remitted the equivalent cash amount to the appropriate taxing authorities. The total shares withheld during the years
ended December 31, 2010, 2009 and 2008 of 106,876, 126,986 and 120,492, respectively, were based on the value of the
shares of restricted common stock or RSUs on their vesting dates as determined by our closing stock price on such dates.
For the years ended December 31, 2010, 2009 and 2008, total payments for the employees’ tax obligations to the taxing
authorities were $1,429,000, $691,000 and $2,120,000, respectively, and are reflected as a financing activity within the
consolidated statements of cash flows. These net-share settlements had the effect of repurchases of our common stock as
they reduced the number of shares that would have otherwise been issued as a result of the vesting and did not represent
an expense to us.
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Change in Accounting Estimate

In the fourth quarter of 2009, we recorded a reduction of stock-based compensation expense of $1,060,000 as a
result of a change in our estimate of future forfeitures.

12) Derivative Financial Instruments

We use derivatives to partially offset our exposure to fluctuations in certain foreign currencies. We do not enter into
derivatives for speculative or trading purposes. Dérivatives are recorded at fair value on the balance sheet and gains or
losses resulting from changes in fair value of the derivative are recorded 