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INSIGHT ENTERPRISES, INC.
 

FORWARD-LOOKING INFORMATION

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.  Certain statements in this Quarterly Report on Form
10-Q, including statements in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part
I, Item 2 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: expectations regarding net sales, gross profit, gross margin, operating
expenses, earnings from operations, non-operating income and expenses, net earnings or cash flows, cash needs and the
payment of accrued expenses and liabilities; expectations about future benefits and timing relating to the PCM, Inc. (“PCM”)
acquisition; the expected effects of seasonality on our business; expectations of further consolidation in the Information
Technology (“IT”) industry; our intentions concerning the payment of dividends; our acquisition strategy; projections of
capital expenditures; the sufficiency of our capital resources, the availability of financing and our needs and plans relating
thereto; the estimated effect of new accounting principles and expected dates of adoption; the effect of indemnification
obligations; projections about the outcome of ongoing tax audits; expectations regarding future employee termination
benefits; estimates regarding future asset-retirement activities; adequate provisions for and our positions and strategies with
respect to ongoing and threatened litigation; our expectations regarding the use of cash flow from operations for working
capital, to pay down debt, repurchase shares of our common stock, make capital expenditures and fund acquisitions; our
expectations regarding stock-based compensation and future income tax expense; our compliance with leverage ratio
requirements; our exposure to 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, which are discussed in “Risk Factors” in Part I, Item 1A of the Company’s Annual Report on Form 10-K for the year
ended December 31, 2018 and in “Cautionary Note Regarding Forward-looking Statements” in the Company’s Current Report
on Form 8-K filed on June 24, 2019:

 
 • actions of our competitors, including manufacturers and publishers of products we sell;
 • our reliance on our partners for product availability, competitive products to sell and marketing funds and

purchasing incentives, which can change significantly in the amounts made available and the requirements year over
year;

 • changes in the IT industry and/or rapid changes in technology;
 • risks associated with the integration and operation of acquired businesses;
 • possible significant fluctuations in our future operating results;
 • the risks associated with our international operations;
 • general economic conditions;
 • increased debt and interest expense and decreased availability of funds under our financing facilities;
 • the security of our electronic and other confidential information;
 • disruptions in our IT systems and voice and data networks;
 • failure to comply with the terms and conditions of our commercial and public sector contracts;
 • legal proceedings client audits and failure to comply with laws and regulations;
 • accounts receivable risks, including increased credit loss experience or extended payment terms with our clients;
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INSIGHT ENTERPRISES, INC.
 
 • our reliance on independent shipping companies;
 • our dependence on certain key personnel;
 • natural disasters or other adverse occurrences;
 • exposure to changes in, interpretations of, or enforcement trends related to tax rules and regulations;
 • intellectual property infringement claims and challenges to our registered trademarks and trade names;
 • the Company’s failure to obtain the financing anticipated to consummate the pending merger with PCM;
 • the Company’s failure to consummate or delays in the consummation of the pending merger with PCM for other

reasons;
 • timing to consummate the PCM merger;
 • risk that a condition to the PCM merger, including the receipt of any required regulatory approvals, may not be

satisfied or waived;
 • failure of PCM’s stockholders to approve the merger;
 • unexpected costs or liabilities in connection with the consummation of the merger;
 • the Company’s inability to achieve expected synergies and operating efficiencies as a result of the merger with PCM,

whether within the expected time frames, without undue difficulty, cost or expense, or at all;
 • the Company’s ability to successfully integrate PCM’s operations into its own, whether within expected time frames,

without undue difficulty, cost or expense, or at all;
 • the level of revenues following the transaction, which may be lower than expected;
 • operating costs, customer loss and business disruptions arising from the PCM merger and the pendency or

consummation thereof (including, without limitation, difficulties in maintaining relationships with employees,
customers, clients or suppliers), which may be greater than expected;

 • uncertainties surrounding the transaction;
 • the outcome of any legal proceedings related to the transaction;
 • other adverse economic, business, and/or competitive factors;
 • risks that the pending merger with PCM distracts management of the Company or PCM or disrupts current plans and

operations;
 • the Company’s ability to retain key PCM and Company employees; and
 • other risks to consummation of the transaction, including circumstances that could give rise to the termination of the

merger agreement and the risk that the transaction will not be consummated within the expected time period,
without undue delay, cost or expense, or at all.
 
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, except as may be required by law, 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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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

INSIGHT ENTERPRISES, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)
(unaudited)

 

  
June 30,

2019   
December 31,

2018  
ASSETS         
Current assets:         

Cash and cash equivalents  $ 112,077  $ 142,655 
Accounts receivable, net of allowance for doubtful accounts
   of $10,414 and $10,462, respectively   2,284,922   1,931,736 

Inventories   179,577   148,503 
Other current assets   110,850   115,683 

Total current assets   2,687,426   2,338,577 
Property and equipment, net of accumulated depreciation and
   amortization of $252,691 and $331,700, respectively   73,766   72,954 
Goodwill   166,392   166,841 
Intangible assets, net of accumulated amortization of
   $60,233 and $52,942, respectively   104,859   112,179 
Deferred income taxes   6,638   7,967 
Other assets   246,916   77,429 
  $ 3,285,997  $ 2,775,947 

LIABILITIES AND STOCKHOLDERS’ EQUITY         
Current liabilities:         

Accounts payable—trade  $ 1,426,158  $ 978,104 
Accounts payable—inventory financing facility   260,890   304,130 
Accrued expenses and other current liabilities   190,474   190,733 
Current portion of long-term debt   1,421   1,395 
Deferred revenue   70,019   62,300 

Total current liabilities   1,948,962   1,536,662 
Long-term debt   45,930   195,525 
Deferred income taxes   524   683 
Other liabilities   210,998   56,088 
   2,206,414   1,788,958 
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;
   35,781 shares at June 30, 2019 and 35,482 shares at
   December 31, 2018 issued and outstanding   358   355 
Additional paid-in capital   325,263   323,622 
Retained earnings   793,990   704,665 
Accumulated other comprehensive loss – foreign currency
   translation adjustments   (40,028)   (41,653)

Total stockholders’ equity   1,079,583   986,989 
  $ 3,285,997  $ 2,775,947

 
See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

(unaudited)
 

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

Net sales:                 
Products  $ 1,594,335  $ 1,618,823  $ 3,061,007  $ 3,176,615 
Services   241,686   222,047   460,480   406,749 

Total net sales   1,836,021   1,840,870   3,521,487   3,583,364 
Costs of goods sold:                 

Products   1,458,916   1,488,387   2,796,224   2,903,373 
Services   101,656   88,106   201,342   175,351 

Total costs of goods sold   1,560,572   1,576,493   2,997,566   3,078,724 
Gross profit   275,449   264,377   523,921   504,640 

Operating expenses:                 
Selling and administrative expenses   199,489   189,464   390,552   377,644 
Severance and restructuring expenses   680   382   1,050   2,026 
Acquisition related expenses   3,163   94   3,163   94 
Earnings from operations   72,117   74,437   129,156   124,876 

Non-operating (income) expense:                 
Interest income   (266)   (170)   (537)   (323)
Interest expense   4,601   5,102   9,424   11,117 
Net foreign currency exchange (gain) loss   (330)   (275)   381   (520)
Other expense, net   676   324   1,015   626 

Earnings before income taxes   67,436   69,456   118,873   113,976 
Income tax expense   17,438   17,977   29,548   29,494 

Net earnings  $ 49,998  $ 51,479  $ 89,325  $ 84,482 

Net earnings per share:                 
Basic  $ 1.40  $ 1.45  $ 2.50  $ 2.37 

Diluted  $ 1.38  $ 1.44  $ 2.47  $ 2.34 

Shares used in per share calculations:                 
Basic   35,772   35,483   35,691   35,698 

Diluted   36,111   35,815   36,107   36,039

 
See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

(unaudited)
 

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

Net earnings  $ 49,998  $ 51,479  $ 89,325  $ 84,482 
Other comprehensive income (loss), net of tax:                 

Foreign currency translation adjustments   (290)   (15,022)   1,625   (10,431)
Total comprehensive income  $ 49,708  $ 36,457  $ 90,950  $ 74,051

 
See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands)

(unaudited)
 

  Common Stock   Treasury Stock   
Additional

Paid-in   

Accumulated
Other

Comprehensive  Retained   
Total

Stockholders' 
  Shares   Par Value   Shares   Amount   Capital   Loss   Earnings   Equity  

Balances at March 31, 2018   35,848  $ 358   —  $ —  $315,493  $ (19,673)  $584,681  $ 880,859 
Issuance of common stock under
employee stock plans, net of shares
withheld for payroll taxes   31   1   —   —   (41)   —   —   (40)

Stock-based compensation expense   —   —   —   —   3,863   —   —   3,863 
Repurchase of treasury stock   —   —   (420)   (14,390)   —   —   —   (14,390)
Retirement of treasury stock   (420)   (4)   420   14,390   (3,696)   —   (10,690)   — 
Foreign currency translation
adjustments, net of tax   —   —   —   —   —   (15,022)   —   (15,022)

Net earnings   —   —   —   —   —   —   51,479   51,479 
Balances at June 30, 2018   35,459  $ 355   —  $ —  $315,619  $ (34,695)  $625,470  $ 906,749 

                                 
Balances at March 31, 2019   35,761  $ 358   —  $ —  $321,606  $ (39,738)  $743,992  $ 1,026,218 

Issuance of common stock under
employee stock plans, net of shares
withheld for payroll taxes   20   —   —   —   (25)   —   —   (25)

Stock-based compensation expense   —   —   —   —   3,682   —   —   3,682 
Foreign currency translation
adjustments, net of tax   —   —   —   —   —   (290)   —   (290)

Net earnings   —   —   —   —   —   —   49,998   49,998 
Balances at June 30, 2019   35,781  $ 358   —  $ —  $325,263  $ (40,028)  $793,990  $ 1,079,583 

                                 
Balances at December 31, 2017   35,829  $ 358   —  $ —  $317,155  $ (24,264)  $550,220  $ 843,469 

Cumulative effect of accounting change   —   —   —   —   —   —   7,176   7,176 
Issuance of common stock under
employee stock plans, net of shares
withheld for payroll taxes   271   3   —   —   (2,928)   —   —   (2,925)

Stock-based compensation expense   —   —   —   —   7,047   —   —   7,047 
Repurchase of treasury stock   —   —   (641)   (22,069)   —   —   —   (22,069)
Retirement of treasury stock   (641)   (6)   641   22,069   (5,655)   —   (16,408)   - 
Foreign currency translation
adjustments, net of tax   —   —   —   —   —   (10,431)   —   (10,431)

Net earnings   —   —   —   —   —   —   84,482   84,482 
Balances at June 30, 2018   35,459   355   —   —   315,619   (34,695)   625,470   906,749 

                                 
Balances at December 31, 2018   35,482  $ 355   —  $ —  $323,622  $ (41,653)  $704,665  $ 986,989 

Issuance of common stock under
employee stock plans, net of shares
withheld for payroll taxes   299   3   —   —   (6,156)   —   —   (6,153)

Stock-based compensation expense   —   —   —   —   7,797   —   —   7,797 
Foreign currency translation
adjustments, net of tax   —   —   —   —   —   1,625   —   1,625 

Net earnings   —   —   —   —   —   —   89,325   89,325 
Balances at June 30, 2019   35,781  $ 358   —  $ —  $325,263  $ (40,028)  $793,990  $ 1,079,583

See accompanying notes to consolidated financial statements.
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INSIGHT ENTERPRISES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
 

  
Six Months Ended

June 30,  
  2019   2018  

Cash flows from operating activities:         
Net earnings  $ 89,325  $ 84,482 
Adjustments to reconcile net earnings to net cash provided by
   operating activities:         

Depreciation and amortization of property and equipment   9,982   10,712 
Amortization of intangible assets   7,644   7,214 
Provision for losses on accounts receivable   2,346   1,336 
Write-downs of inventories   2,350   1,396 
Write-off of property and equipment   —   309 
Non-cash stock-based compensation   7,797   7,047 
Deferred income taxes   1,180   2,020 

Changes in assets and liabilities:         
Increase in accounts receivable   (354,717)   (287,191)
(Increase) decrease in inventories   (33,359)   18,281 
(Increase) decrease in other assets   (93,714)   16,717 
Increase in accounts payable   448,682   450,471 
Increase in deferred revenue   8,153   13,733 
Increase in accrued expenses and other liabilities   86,869   24,428 

Net cash provided by operating activities   182,538   350,955 
Cash flows from investing activities:         

Purchases of property and equipment   (10,584)   (10,644)
Acquisitions, net of cash and cash equivalents acquired   (3,362)   — 

Net cash used in investing activities   (13,946)   (10,644)
Cash flows from financing activities:         

Borrowings on senior revolving credit facility   89,936   280,184 
Repayments on senior revolving credit facility   (89,936)   (397,684)
Borrowings on accounts receivable securitization financing facility   1,919,500   1,696,500 
Repayments on accounts receivable securitization financing facility   (2,068,500)   (1,721,500)
Repayments under Term Loan A   —   (6,563)
Repayments under other financing agreements   —   (1,835)
Payments on finance lease obligations   (603)   (580)
Net repayments under inventory financing facility   (43,240)   (15,766)
Payment of debt issuance costs   —   (270)
Payment of payroll taxes on stock-based compensation
   through shares withheld   (6,154)   (2,925)
Repurchases of common stock   —   (22,069)

Net cash used in financing activities   (198,997)   (192,508)
Foreign currency exchange effect on cash, cash equivalents and
   restricted cash balances   (183)   (5,541)
(Decrease) increase in cash, cash equivalents and restricted cash   (30,588)   142,262 
Cash, cash equivalents and restricted cash at beginning of period   144,293   107,445 
Cash, cash equivalents and restricted cash at end of period  $ 113,705  $ 249,707

 
See accompanying notes to consolidated financial statements.

 

5

Source: INSIGHT ENTERPRISES INC, 10-Q, August 06, 2019 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
 

1. Basis of Presentation and Recently Issued Accounting Standards

We empower organizations of all sizes with Insight Intelligent Technology SolutionsTM to maximize the business
value of IT in North America; Europe, the Middle East and Africa (“EMEA”); and Asia-Pacific (“APAC”).  As a Fortune 500-
ranked global provider of digital innovation, cloud/data center transformation, connected workforce, and supply chain
optimization solutions and services, we help clients innovate and optimize their operations to run smarter.  Our 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

 
Our offerings in North America and certain countries in EMEA and APAC include hardware, software and

services.  Our offerings in the remainder of our EMEA and APAC segments consist of largely software and certain software-
related services.  

In the opinion of management, the accompanying unaudited consolidated financial statements contain all
adjustments necessary to present fairly our financial position as of June 30, 2019 and our results of operations for the three
and six months ended June 30, 2019 and 2018 and cash flows for the six months ended June 30, 2019 and 2018.  The
consolidated balance sheet as of December 31, 2018 was derived from the audited consolidated balance sheet at such
date.  The accompanying unaudited consolidated financial statements and notes have been prepared in accordance with the
rules and regulations promulgated by the Securities and Exchange Commission and consequently do not include all of the
disclosures normally required by United States generally accepted accounting principles (“GAAP”).  

The results of operations for interim periods are not necessarily indicative of results for the full year, due in part to
the seasonal nature of our business.  These unaudited consolidated financial statements should be read in conjunction with
the audited consolidated financial statements, including the related notes thereto, in our Annual Report on Form 10-K for the
year ended December 31, 2018.  Our results of operations include the results of Cardinal Solutions Group, Inc. (“Cardinal”)
from its acquisition date of August 1, 2018.  

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.  

The preparation of consolidated financial statements in conformity with 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 net 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, valuation of inventories, 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)

(unaudited)
 

Recently Issued Accounting Standards

In June 2016, the Financial Accounting Standards Board’s (“FASB”) issued Accounting Standard Update (“ASU”) No.
2016-13, “Financial Instruments – Credit Losses.”  The new standard is intended to provide financial statement users with
more decision-useful information about the expected credit losses on financial instruments and other commitments to extend
credit held at each reporting date.  The new standard is effective for interim and annual periods beginning after December
15, 2019, and early adoption is permitted.  We will adopt the new standard as of January 1, 2020 and do not expect the
adoption to have a material effect on our consolidated financial statements.

In April 2019, the FASB issued ASU No. 2019-04, “Codification Improvements to Topic 326, Financial Instruments –
Credit Losses, Topic 815, Derivatives and Hedging, and Topic 825, Financial Instruments.”  The new standard provides
changes for how a company considers expected recoveries and contractual extensions or renewal options when estimating
expected credit losses.  The new standard is effective with the adoption of  ASU No. 2016-13.  We will adopt the new
standard as of January 1, 2020 and do not expect the adoption to have a material effect on our consolidated financial
statements.    

Effective January 1, 2019, we adopted the FASB ASU No. 2016-02—Leases (Topic 842) using the effective date
transition method. This approach provides a method for recording existing leases at adoption without restating comparative
periods. We elected the package of practical expedients permitted under the transition guidance within the new standard,
which among other things, allowed us to carry forward the historical lease classification.  In addition, we made an accounting
policy election not to separate non-lease components from lease components for all existing classes of underlying assets with
the exception of land and buildings.  We also made an accounting policy election to not record right of use (“ROU”) assets and
lease liabilities for leases with an initial term of twelve months or less on our consolidated balance sheet.

Adoption of the new standard resulted in the recording of additional net operating lease ROU assets and lease
liabilities of $65,922,000 and $70,512,000, respectively, as of January 1, 2019. The difference between the additional lease
assets and lease liabilities reflected existing accrued and prepaid rent balances that were reclassified to the operating lease
ROU asset at January 1, 2019. The standard did not materially impact our consolidated net earnings and had no impact on
cash flows.  

There have been no other material changes in or additions to the recently issued accounting standards as previously
reported in Note 1 to our Consolidated Financial Statements in Part II, Item 8 of our Annual Report on Form 10-K for the year
ended December 31, 2018 that affect or may affect our current financial statements.

2. Leases
 

We lease office space, distribution centers, land, vehicles and equipment. Lease agreements with an initial term of
12 months or less are not recorded on the balance sheet; we recognize lease expense for these leases on a straight-line
basis over the lease term.   

 
Certain lease agreements include one or more options to renew, with renewal terms that can extend the lease term

from one to five years or more. The exercise of lease renewal options is at our sole discretion. Some agreements also
include options to purchase the leased property. The estimated life of assets and leasehold improvements are limited by the
expected lease term, unless there is a transfer of title or purchase option reasonably certain of exercise.  
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INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(unaudited)
 

Certain of our lease agreements include rental payments adjusted periodically for inflation.  Our lease agreements
do not contain any material residual value guarantees or material restrictive covenants.

 
Significant Accounting Policy

 
We determine if a contract or arrangement is, or contains, a lease at inception.  Balances related to operating leases

are included in other assets, other current liabilities, and other liabilities in our consolidated balance sheet.  Balances related
to financing leases are included in property and equipment, current portion of long-term debt, and long-term debt in our
consolidated balance sheet.  ROU assets represent our right to use an underlying asset for the lease term and lease liabilities
represent our obligation to make lease payments arising from the lease.  

 
Operating lease ROU assets and liabilities are recognized at commencement date based on the present value of

lease payments over the lease term.  As most of our leases do not provide an implicit rate, we use our incremental
borrowing rate based on the information available at commencement date in determining the present value of lease
payments.  We use the implicit rate when readily determinable.  The operating lease ROU asset includes any prepaid lease
payments and additional direct costs and excludes lease incentives.  Our lease terms may include options to extend or
terminate the lease when it is reasonably certain that we will exercise that option.  

 
The following table provides information about the financial statement classification of our lease balances reported

within the consolidated balances sheets as of June 30, 2019 and January 1, 2019 (in thousands):
 

Leases Classification  
June 30,

2019   
January 1,

2019  
Assets          
Operating lease assets Other assets  $ 60,286  $ 65,922 
Finance lease assets Property and equipment(a)   1,350   1,693 
Total lease assets   $ 61,636  $ 67,615 

Liabilities          
Current          
   Operating lease liabilities Accrued expenses and other current

liabilities  $ 15,096  $ 15,788 
   Finance lease liabilities Current portion of long-term debt   1,421   1,399 
Non-current          
   Operating lease liabilities Other liabilities   50,252   54,724 
   Finance lease liabilities Long-term debt   930   1,521 
Total lease liabilities   $ 67,699  $ 73,432 

         
(a) Recorded net of accumulated amortization of $344,000 as of June 30, 2019 and there is no accumulated amortization as of January 1,

2019.
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INSIGHT ENTERPRISES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(unaudited)
 

The following table provides information about the financial statement classification of our lease expenses reported
within the consolidated statement of operations for the three and six months ended June 30, 2019 (in thousands):

 

Lease cost Classification  
Three months ended

June 30, 2019   
Six months ended

June 30, 2019  
Operating lease cost (a) (b) Selling and administrative expenses  $ 4,850  $ 9,768 
Finance lease cost          
   Amortization of leased
     assets

Selling and administrative expenses
  173   344 

   Interest on lease liabilities Interest expense, net   23   50 
Total lease cost   $ 5,046  $ 10,162 

         
(a) Includes immaterial amounts recorded to cost of goods sold.
(b) Excludes short-term and variable lease costs, which are immaterial.
 

Future minimum lease payments under non-cancelable leases as of June 30, 2019 are as follows (in thousands):
 
  Operating leases   Finance leases   Total  
Remainder of 2019  $ 9,416  $ 869  $ 10,285 
2020   14,985   1,150   16,135 
2021   12,470   432   12,902 
2022   9,663   —   9,663 
2023   6,557   —   6,557 
After 2023   21,339   —   21,339 
Total lease payments   74,430   2,451   76,881 
Less:  Interest   (9,082)   (100)   (9,182)
Present value of lease liabilities  $ 65,348  $ 2,351  $ 67,699 

            
Operating lease payments include $13.4 million related to options to extend lease terms that are reasonably certain

of being exercised.
 
The following table provides information about the remaining lease terms and discount rates applied as of June 30,

2019:
 

  June 30, 2019  
Weighted average remaining lease term (years)     
   Operating leases   6.56 
   Finance leases   1.94 
Weighted average discount rate (%)     
   Operating leases   3.86 
   Finance leases   4.84
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(unaudited)
 

The following table provides other information related to leases for the six months ended June 30, 2019 (in
thousands):

 

  
Six months ended

June 30, 2019  
Cash paid for amounts included in the measurement of lease
   liabilities:     
   Operating cash flows from operating leases  $ 9,269 
Leased assets obtained in exchange for new operating lease liabilities   2,872

 
Operating Leases pre-Topic 842 adoption:
 

We have 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 $20,114,000, $19,126,000 and $14,444,000 in 2018, 2017 and 2016,
respectively, and is included in selling and administrative expenses.
 

Future minimum lease payments under non-cancelable operating leases (with initial or remaining lease terms in
excess of one year) as of December 31, 2018 are as follows (in thousands):

 
Years Ending December 31,     
2019  $ 21,499 
2020   15,580 
2021   12,121 
2022   9,150 
2023   6,296 
Thereafter   7,238 

Total minimum lease payments  $ 71,884
 
Amounts in the table above exclude approximately $1.6 million in 2019 in non-cancellable rental income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(unaudited)
 

3. Sales Recognition

In the following table, revenue is disaggregated by our reportable operating segments, which are primarily defined
by their related geographies, as well as by major product offering, by major client group and by recognition on either a gross
basis as a principal in the arrangement, or on a net basis as an agent, for the three and six months ended June 30, 2019 and
2018 (in thousands):
 
  Three Months Ended June 30, 2019  
  North America  EMEA   APAC   Consolidated 
Major Offerings                 

Hardware  $ 935,792  $ 142,951  $ 9,979  $ 1,088,722 
Software   289,874   190,086   25,653   505,613 
Services   179,841   46,137   15,708   241,686 

  $ 1,405,507  $ 379,174  $ 51,340  $ 1,836,021 

Major Client Groups                 
Large Enterprise / Corporate  $ 1,071,611  $ 281,013  $ 16,785  $ 1,369,409 
Public Sector   156,381   78,343   15,096   249,820 
Small and Medium-Sized Businesses   177,515   19,818   19,459   216,792 

  $ 1,405,507  $ 379,174  $ 51,340  $ 1,836,021 

Revenue Recognition based on acting as
   Principal or Agent in the Transaction                 

Gross revenue recognition (Principal)  $ 1,338,948  $ 347,336  $ 43,284  $ 1,729,568 
Net revenue recognition (Agent)   66,559   31,838   8,056   106,453 

  $ 1,405,507  $ 379,174  $ 51,340  $ 1,836,021

 
  Three Months Ended June 30, 2018  
  North America  EMEA   APAC   Consolidated 

Major Offerings                 
Hardware  $ 898,143  $ 171,336  $ 9,318  $ 1,078,797 
Software   307,570   193,116   39,340   540,026 
Services   163,053   45,084   13,910   222,047 

  $ 1,368,766  $ 409,536  $ 62,568  $ 1,840,870 

Major Client Groups                 
Large Enterprise / Corporate  $ 1,006,406  $ 298,796  $ 14,089  $ 1,319,291 
Public Sector   135,709   94,487   29,503   259,699 
Small and Medium-Sized Businesses   226,651   16,253   18,976   261,880 

  $ 1,368,766  $ 409,536  $ 62,568  $ 1,840,870 

Revenue Recognition based on acting as
   Principal or Agent in the Transaction                 

Gross revenue recognition (Principal)  $ 1,304,301  $ 378,098  $ 55,079  $ 1,737,478 
Net revenue recognition (Agent)   64,465   31,438   7,489   103,392 

  $ 1,368,766  $ 409,536  $ 62,568  $ 1,840,870
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

(unaudited)
 

  Six Months Ended June 30, 2019  
  North America  EMEA   APAC   Consolidated 
Major Offerings                 

Hardware  $ 1,684,129  $ 314,476  $ 16,497  $ 2,015,102 
Software   611,953   373,234   60,718   1,045,905 
Services   351,866   81,639   26,975   460,480 

  $ 2,647,948  $ 769,349  $ 104,190  $ 3,521,487 

Major Client Groups                 
Large Enterprise / Corporate  $ 2,048,452  $ 541,620  $ 30,092  $ 2,620,164 
Public Sector   253,498   187,409   41,250   482,157 
Small and Medium-Sized Businesses   345,998   40,320   32,848   419,166 

  $ 2,647,948  $ 769,349  $ 104,190  $ 3,521,487 

Revenue Recognition based on acting as
   Principal or Agent in the Transaction                 

Gross revenue recognition (Principal)  $ 2,521,026  $ 714,501  $ 91,150  $ 3,326,677 
Net revenue recognition (Agent)   126,922   54,848   13,040   194,810 

  $ 2,647,948  $ 769,349  $ 104,190  $ 3,521,487

 
  Six Months Ended June 30, 2018  
  North America  EMEA   APAC   Consolidated 

Major Offerings                 
Hardware  $ 1,771,485  $ 358,346  $ 16,478  $ 2,146,309 
Software   568,629   383,318   78,359   1,030,306 
Services   307,032   75,006   24,711   406,749 

  $ 2,647,146  $ 816,670  $ 119,548  $ 3,583,364 

Major Client Groups                 
Large Enterprise / Corporate  $ 1,959,215  $ 571,435  $ 27,055  $ 2,557,705 
Public Sector   246,214   211,101   60,879   518,194 
Small and Medium-Sized Businesses   441,717   34,134   31,614   507,465 

  $ 2,647,146  $ 816,670  $ 119,548  $ 3,583,364 

Revenue Recognition based on acting as
   Principal or Agent in the Transaction                 

Gross revenue recognition (Principal)  $ 2,534,713  $ 766,435  $ 106,904  $ 3,408,052 
Net revenue recognition (Agent)   112,433   50,235   12,644   175,312 

  $ 2,647,146  $ 816,670  $ 119,548  $ 3,583,364

 
The following table provides information about receivables, contract assets and contract liabilities as of June 30,

2019 and December 31, 2018 (in thousands):
 

  June 30,   December 31,  
  2019   2018  

Current receivables, which are included in “Accounts
   receivable, net”  $ 2,284,922  $ 1,931,736 
Non-current receivables, which are included in “Other assets”   142,890   38,157 
Contract assets, which are included in “Other current assets”   958   892 
Contract liabilities, which are included in “Deferred revenue”
   and “Other liabilities”   89,737   82,117
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(unaudited)
 

Significant changes in the contract assets and the contract liabilities balances during the six months ended June 30,
2019 are as follows (in thousands):
 

  Increase (Decrease)  
  Contract   Contract  
  Assets   Liabilities  

Balances at December 31, 2018  $ 892  $ 82,117 
Reclassification of the beginning contract liabilities
   to revenue, as the result of performance obligations satisfied   —   (36,525)
Cash received in advance and not recognized as revenue   —   44,145 
Reclassification of the beginning contract assets to receivables, as
   the result of rights to consideration becoming unconditional   (251)   — 
Contract assets recognized, net of reclassification to receivables   317   — 
Balances at June 30, 2019  $ 958  $ 89,737

 
The following table includes estimated net sales related to performance obligations that are unsatisfied (or partially

unsatisfied) as of June 30, 2019 that are expected to be recognized in the future (in thousands):
 

  Products   Services   Total  
Remainder of 2019  $ 6  $ 57,666  $ 57,672 
2020   6   40,410   40,416 
2021   —   16,058   16,058 
2022   —   6,414   6,414 
2023 and thereafter   —   3,403   3,403 
Total remaining performance obligations  $ 12  $ 123,951  $ 123,963

 
With the exception of remaining performance obligations associated with our OneCall Support Services contracts

which are included in the table above regardless of original duration, remaining performance obligations that have original
expected durations of one year or less are not included in the table above.  Amounts not included in the table above have an
average original expected duration of nine months.  Additionally, for our time and material services contracts, whereby we
have the right to consideration from a client in an amount that corresponds directly with the value to the client of our
performance completed to date, we recognized revenue in the amount to which we have a right to invoice as of June 30,
2019 and do not disclose information about related remaining performance obligations in the table above.  Our time and
material contracts have an average expected duration of 14 months.

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, therefore we do not include performance
obligations under open cancelable purchase orders, which do not qualify for revenue recognition, in the table above.
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4. Net Earnings Per Share (“EPS”)

Basic EPS is computed by dividing net earnings available to common stockholders by the weighted average number
of common shares outstanding during each period.  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 restricted stock units (“RSUs”).  A reconciliation of the
denominators of the basic and diluted EPS calculations follows (in thousands, except per share data):
 

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

Numerator:                 
Net earnings  $ 49,998  $ 51,479  $ 89,325  $ 84,482 

Denominator:                 
Weighted average shares used to
   compute basic EPS   35,772   35,483   35,691   35,698 
Dilutive potential common shares due to
   dilutive RSUs, net of tax effect   339   332   416   341 
Weighted average shares used to compute
   diluted EPS   36,111   35,815   36,107   36,039 

Net earnings per share:                 
Basic  $ 1.40  $ 1.45  $ 2.50  $ 2.37 

Diluted  $ 1.38  $ 1.44  $ 2.47  $ 2.34

 
For the three and six months ended June 30, 2019, 1,000 and 83,000, respectively, of our RSUs were not included in

the diluted EPS calculations because their inclusion would have been anti-dilutive.  These share-based awards could be
dilutive in the future.  There were 13,000 and 17,000 anti-dilutive RSUs for the three and six months ended June 30, 2018,
respectively.  

5. Debt, Inventory Financing Facility, Finance Leases and Other Financing Obligations

Debt

Our long-term debt consists of the following (in thousands):
 

  
June 30,

2019   
December 31,

2018  
Senior revolving credit facility  $ —  $ — 
Accounts receivable securitization financing facility   45,000   194,000 
Finance leases and other financing obligations   2,351   2,920 

Total   47,351   196,920 
Less: current portion of long-term debt   (1,421)   (1,395)

Long-term debt  $ 45,930  $ 195,525
 

Our senior revolving credit facility (“revolving facility”) has an aggregate U.S. dollar equivalent maximum borrowing
amount of $350,000,000, including a maximum borrowing capacity that may be used for borrowing in certain foreign
currencies of $50,000,000, and matures on June 23, 2021.

Our accounts receivable securitization financing facility (the “ABS facility”) has a maximum aggregate borrowing
availability of $250,000,000, and matures on June 23, 2021.  While the ABS facility has a stated maximum amount, the actual
availability under the ABS facility is limited by
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the quantity and quality of the underlying accounts receivable.  As of June 30, 2019, qualified receivables were sufficient to
permit access to the full $250,000,000 facility amount, of which $45,000,000 was outstanding.

Our consolidated debt balance that can be outstanding at the end of any fiscal quarter under our revolving 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 our trailing twelve month net earnings (loss) plus (i)
interest expense, excluding non-cash imputed interest on our inventory financing facility, (ii) income tax expense (benefit),
(iii) depreciation and amortization, (iv) non-cash stock-based compensation, (v) extraordinary or non-recurring non-cash
losses or expenses and (vi) certain cash restructuring and acquisition-related charges and synergies, not to exceed a
specified cap (“adjusted earnings”).  The maximum leverage ratio permitted under the facilities is currently 3.0 times our
trailing twelve-month adjusted earnings.  A significant drop in our 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 our consolidated maximum facility
amount.  Based on our maximum leverage ratio as of June 30, 2019, our aggregate debt balance that could have been
outstanding under our revolving facility and our ABS facility was the full amount of the maximum borrowing capacity of
$600,000,000.

Inventory Financing Facility

As of June 30, 2019, our inventory financing facility had a maximum borrowing capacity of $400,000,000, of which
$260,890,000 was outstanding at June 30, 2019.  The inventory financing facility matures on June 23, 2021.  If balances are
not paid within stated vendor terms, they will accrue interest at prime plus 1.25%.  Amounts outstanding under this facility
are classified separately as accounts payable – inventory financing facility in the accompanying consolidated balance
sheets.  Further, see Note 13 for additional information.

Finance Lease and Other Financing Obligations

Our finance lease obligations totaled $2,351,000 and $2,920,000 as of June 30, 2019 and December 31, 2018,
respectively.     

The current and long-term portions of our finance leases are included in the current and long-term portions of long-
term debt in the table above and in our consolidated balance sheets as of June 30, 2019 and December 31, 2018.  Further,
see Note 2 for additional information.    

6. Restricted Cash

Amounts included in restricted cash represent those required to be set aside by a contractual agreement with a
lessor related to certain leased office space in foreign jurisdictions.  The following table provides a reconciliation of cash,
cash equivalents and restricted cash reported within the balance sheets that sum to the total of the same such amounts
shown in the statements of cash flows for the six months ended June 30, 2019 and 2018 (in thousands):
 

  
June 30,

2019   
December 31,

2018  
Cash and cash equivalents  $ 112,077  $ 142,655 
Restricted cash included in other current assets   —   8 
Restricted cash included in other non-current assets   1,628   1,630 

Total cash, cash equivalents and restricted cash shown in
   the statement of cash flows  $ 113,705  $ 144,293
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June 30,

2018   
December 31,

2017  
Cash and cash equivalents  $ 248,122  $ 105,831 
Restricted cash included in other current assets   9   46 
Restricted cash included in other non-current assets   1,576   1,568 

Total cash, cash equivalents and restricted cash shown in
   the statement of cash flows  $ 249,707  $ 107,445

 

7. Stock-Based Compensation

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

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

North America  $ 2,740  $ 2,945  $ 5,863  $ 5,335 
EMEA   814   790   1,684   1,480 
APAC   128   128   250   232 
Total Consolidated  $ 3,682  $ 3,863  $ 7,797  $ 7,047

 
As of June 30, 2019, total compensation cost related to nonvested RSUs not yet recognized is $31,485,000, which is

expected to be recognized over the next 1.65 years on a weighted-average basis.  

The following table summarizes our RSU activity during the six months ended June 30, 2019:
 

  Number   

Weighted
Average

Grant Date
Fair Value   Fair Value   

Nonvested at January 1, 2019   1,020,930  $ 36.10      
Granted(a)   350,987   57.33      
Vested, including shares withheld to cover taxes   (407,961)   34.08  $ 13,903,311 (b)

Forfeited   (47,051)   41.33      

Nonvested at June 30, 2019(a)   916,905   44.86  $ 53,363,871 (c)

 
 (a) Includes 84,602 RSUs subject to remaining performance conditions.  The number of RSUs subject to performance conditions are

based on the Company achieving 97% of its 2019 targeted financial results.  The number of RSUs ultimately awarded under the
performance-based RSUs varies based on actual achieved financial results for 2019.  

 (b) The aggregate 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.  

 (c) 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 $58.20 as of June 28, 2019 (the last trading day of the quarter), which would have been received by holders
of RSUs had all such holders sold their underlying shares on that date.
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(unaudited)
 

8. Income Taxes

Our effective tax rate for the three and six months ended June 30, 2019 was 25.9% and 24.9%, respectively.  For
the three months ended June 30, 2019, our effective tax rate was higher than the United States federal statutory rate of
21.0% due primarily to state income taxes, net of federal benefit, higher taxes on earnings in foreign jurisdictions, and the
effect of non-deductible acquisition-related expenses partially offset by the recognition of tax benefits related to research and
development activities.  For the six months ended June 30, 2019, our effective tax rate was higher than the United States
federal statutory rate of 21.0% due primarily to state income taxes, net of federal benefit, and higher taxes on earnings in
foreign jurisdictions partially offset by tax benefits on the settlement of employee share-based awards and the recognition of
tax benefits related to research and development activities.  

Our effective tax rate for both the three and six months ended June 30, 2018 was 25.9%.  For the three and six
months ended June 30, 2018, our effective tax rate was higher than the United States federal statutory rate of 21.0% due
primarily to state income taxes net of federal benefit.

As of June 30, 2019, and December 31, 2018, we had approximately $8,337,000 and $6,849,000, respectively, of
unrecognized tax benefits.  Of these amounts, approximately $440,000 and $313,000, respectively, related to accrued
interest.  In the future, if recognized, the liability associated with uncertain tax positions would affect our effective tax rate. 
We do not believe there will be any changes over the next 12 months that would have a material effect on our effective tax
rate.  

Several of our subsidiaries are currently under audit for tax years 2012 through 2017.  Although the timing of the
resolutions and/or closures of audits is highly uncertain, it is reasonably possible that the examination phase of these audits
may be concluded within the next 12 months, which could increase or decrease the balance of our gross unrecognized tax
benefits.  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, but the estimated effect on our income tax expense and net
earnings is not expected to be significant.  

9. Share Repurchase Program

On February 13, 2018, our Board of Directors authorized the repurchase of up to $50,000,000 of our common
stock.  Our share repurchases will be made on the open market, subject to Rule 10b-18 or in privately negotiated
transactions, through block trades, through 10b5-1 plans or otherwise, at management’s discretion.  The amount of shares
purchased and the timing of the purchases will be based on market conditions, working capital requirements, general
business conditions and other factors.  We intend to retire the repurchased shares.  

During the six months ended June 30, 2019, we did not repurchase any shares of our common stock.  During the
comparative six months ended June 30, 2018, we repurchased 641,211 shares of our common stock on the open market at a
total cost of approximately $22,069,000 (an average price of $34.42 per share).  All shares repurchased were retired.      

10. Commitments and Contingencies

Contractual

In the ordinary course of business, we issue performance bonds to secure our performance under certain contracts
or state tax requirements.  As of June 30, 2019, we had approximately $3,939,000 of performance bonds outstanding.  These
bonds are issued on our behalf by a surety company on an unsecured basis; however, if the surety company is ever required
to pay out under the bonds, we have contractually agreed to reimburse the surety company.
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Management believes that payments, if any, related to these performance bonds are not probable at June 30,
2019.  Accordingly, we have not accrued any liabilities related to such performance bonds in our consolidated financial
statements.

Employment Contracts and Severance Plans

We have employment contracts with, and severance plans covering, 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.  In addition, vesting of outstanding nonvested RSUs would accelerate
following a change in control.  If severance payments under the current employment agreements or plan payments were to
become payable, the severance payments would generally range from three to twenty-four months of salary.

Indemnifications

From time to time, in the ordinary course of business, we enter into contractual arrangements under which we agree
to indemnify either our clients or third-party service providers from certain losses incurred relating to services performed on
our behalf or for losses arising from defined events, which may include litigation or claims relating to past
performance.  These arrangements include, but are not limited to, the indemnification of our clients for certain claims arising
out of our performance under our sales contracts, the indemnification of our landlords for certain claims arising from our use
of leased facilities and the indemnification of the lenders that provide our credit facilities for certain claims arising from their
extension of credit to us.  Such indemnification obligations may not be subject to maximum loss clauses.

Management believes that payments, if any, related to these indemnifications are not probable at June 30,
2019.  Accordingly, we have not accrued any liabilities related to such indemnifications in our consolidated financial
statements.

We have entered into separate indemnification agreements with certain of our executive officers and with each of
our directors.  These agreements require us, among other requirements, to indemnify such officers and directors against
expenses (including attorneys’ fees), judgments and settlements incurred by such individual in connection with any action
arising out of such individual’s status or service as our executive officer or director (subject to exceptions such as where the
individual failed to act in good faith or in a manner the individual reasonably believed to be in, or not opposed to, the best
interests of the Company) and to advance expenses incurred by such individual with respect to which such individual may be
entitled to indemnification by us.  There are no pending legal proceedings that involve the indemnification of any of the
Company’s directors or officers.

Contingencies Related to Third-Party Review

From time to time, we are subject to potential claims and assessments from third parties.  We are also subject to
various governmental, client and partner audits.  We continually assess whether or not such claims have merit and warrant
accrual.  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.

Legal Proceedings

From time to time, we are party to various legal proceedings arising in the ordinary course of business, including
preference payment claims asserted in client bankruptcy proceedings, indemnification claims, claims of alleged infringement
of patents, trademarks, copyrights and other intellectual property rights, claims of alleged non-compliance with contract
provisions and claims
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related to alleged violations of laws and regulations.  We regularly evaluate the status of the legal proceedings in which we
are involved to assess whether a loss is probable or there is a reasonable possibility that a loss, or an additional loss, may
have been incurred and determine if accruals are appropriate.  If accruals are not appropriate, we further evaluate each legal
proceeding to assess whether an estimate of possible loss or range of possible loss can be made for disclosure.  Although
litigation is inherently unpredictable, we believe that we have adequate provisions for any probable and estimable losses.  It
is possible, nevertheless, that our consolidated financial position, results of operations or liquidity could be materially and
adversely affected in any particular period by the resolution of a legal proceeding.  Legal expenses related to defense,
negotiations, settlements, rulings and advice of outside legal counsel are expensed as incurred.

The Company is not involved in any pending or threatened legal proceedings that it believes would reasonably be
expected to have a material adverse effect on its business, financial condition or results of operations.
 
11. Segment Information
 

We operate in three reportable geographic operating segments: North America; EMEA; and APAC.  Our offerings in
North America and certain countries in EMEA and APAC include IT hardware, software and services.  Our offerings in the
remainder of our EMEA and APAC segments are largely software and certain software-related services.

The following table summarizes net sales by offering for North America, EMEA and APAC for the three and six
months ended June 30, 2019 and 2018 (in thousands):

 
  North America   EMEA   APAC  

  
Three Months Ended

June 30,   
Three Months Ended

June 30,   
Three Months Ended

June 30,  
Sales Mix  2019   2018   2019   2018   2019   2018  

                         
Hardware  $ 935,792  $ 898,143  $ 142,951  $ 171,336  $ 9,979  $ 9,318 
Software   289,874   307,570   190,086   193,116   25,653   39,340 
Services   179,841   163,053   46,137   45,084   15,708   13,910 
  $ 1,405,507  $ 1,368,766  $ 379,174  $ 409,536  $ 51,340  $ 62,568 
                         

  North America   EMEA   APAC  

  
Six Months Ended

June 30,   
Six Months Ended

June 30,   
Six Months Ended

June 30,  
Sales Mix  2019   2018   2019   2018   2019   2018  

                         
Hardware  $ 1,684,129  $ 1,771,485  $ 314,476  $ 358,346  $ 16,497  $ 16,478 
Software   611,953   568,629   373,234   383,318   60,718   78,359 
Services   351,866   307,032   81,639   75,006   26,975   24,711 
  $ 2,647,948  $ 2,647,146  $ 769,349  $ 816,670  $ 104,190  $ 119,548

All significant intercompany transactions are eliminated upon consolidation, and there are no differences between
the accounting policies used to measure profit and loss for our segments or on a consolidated basis.  Net sales are defined as
net sales to external clients.  None of our clients exceeded ten percent of consolidated net sales for the three or six months
ended June 30, 2019 or 2018.
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A portion of our operating segments’ selling and administrative expenses arise from shared services and
infrastructure that we have historically provided to them in order to realize economies of scale and to use resources
efficiently.  These expenses, collectively identified as corporate charges, include senior management expenses, internal
audit, legal, tax, insurance services, treasury and other corporate infrastructure expenses.  Charges are allocated to our
operating segments, and the allocations have been determined on a basis that we considered to be a reasonable reflection of
the utilization of services provided to or benefits received by the operating segments.  

 
The following tables present our results of operations by reportable operating segment for the periods indicated (in

thousands):
 

  Three Months Ended June 30, 2019  
  North America  EMEA   APAC   Consolidated 

Net sales:                 
Products  $ 1,225,666  $ 333,037  $ 35,632  $ 1,594,335 
Services   179,841   46,137   15,708   241,686 

Total net sales   1,405,507   379,174   51,340   1,836,021 
Costs of goods sold:                 

Products   1,120,834   304,885   33,197   1,458,916 
Services   85,614   9,839   6,203   101,656 

Total costs of goods sold   1,206,448   314,724   39,400   1,560,572 
Gross profit   199,059   64,450   11,940   275,449 

Operating expenses:                 
Selling and administrative expenses   144,498   47,652   7,339   199,489 
Severance and restructuring expenses   480   200   —   680 
Acquisition-related expenses   3,163   —   —   3,163 

Earnings from operations  $ 50,918  $ 16,598  $ 4,601  $ 72,117

 
  Three Months Ended June 30, 2018  
  North America  EMEA   APAC   Consolidated 

Net sales:                 
Products  $ 1,205,713  $ 364,452  $ 48,658  $ 1,618,823 
Services   163,053   45,084   13,910   222,047 

Total net sales   1,368,766   409,536   62,568   1,840,870 
Costs of goods sold:                 

Products   1,105,275   338,142   44,970   1,488,387 
Services   72,974   9,430   5,702   88,106 

Total costs of goods sold   1,178,249   347,572   50,672   1,576,493 
Gross profit   190,517   61,964   11,896   264,377 

Operating expenses:                 
Selling and administrative expenses   135,206   46,894   7,364   189,464 
Severance and restructuring expenses   338   41   3   382 
Acquisition-related expenses   94   —   —   94 

Earnings from operations  $ 54,879  $ 15,029  $ 4,529  $ 74,437
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  Six Months Ended June 30, 2019  
  North America  EMEA   APAC   Consolidated 

Net sales:                 
Products  $ 2,296,082  $ 687,710  $ 77,215  $ 3,061,007 
Services   351,866   81,639   26,975   460,480 

Total net sales   2,647,948   769,349   104,190   3,521,487 
Costs of goods sold:                 

Products   2,095,535   628,923   71,766   2,796,224 
Services   170,747   18,993   11,602   201,342 

Total costs of goods sold   2,266,282   647,916   83,368   2,997,566 
Gross profit   381,666   121,433   20,822   523,921 

Operating expenses:                 
Selling and administrative expenses   281,448   94,797   14,307   390,552 
Severance and restructuring expenses   811   115   124   1,050 
Acquisition-related expenses   3,163   —   —   3,163 

Earnings from operations  $ 96,244  $ 26,521  $ 6,391  $ 129,156

 
  Six Months Ended June 30, 2018  
  North America  EMEA   APAC   Consolidated 

Net sales:                 
Products  $ 2,340,114  $ 741,664  $ 94,837  $ 3,176,615 
Services   307,032   75,006   24,711   406,749 

Total net sales   2,647,146   816,670   119,548   3,583,364 
Costs of goods sold:                 

Products   2,134,245   681,161   87,967   2,903,373 
Services   147,013   17,495   10,843   175,351 

Total costs of goods sold   2,281,258   698,656   98,810   3,078,724 
Gross profit   365,888   118,014   20,738   504,640 

Operating expenses:                 
Selling and administrative expenses   267,846   95,177   14,621   377,644 
Severance and restructuring expenses   781   1,115   130   2,026 
Acquisition-related expenses   94   —   —   94 

Earnings from operations  $ 97,167  $ 21,722  $ 5,987  $ 124,876

 
The following is a summary of our total assets by reportable operating segment (in thousands):

 

  
June 30,

2019   
December 31,

2018  
North America  $ 3,009,462  $ 2,660,886 
EMEA   747,769   611,338 
APAC   165,963   98,959 
Corporate assets and intercompany eliminations, net   (637,197)   (595,236)

Total assets  $ 3,285,997  $ 2,775,947
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We recorded the following pre-tax amounts, by reportable operating segment, for depreciation and amortization in
the accompanying consolidated financial statements (in thousands):
 

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

Depreciation and amortization of property and
   equipment:                 

North America  $ 3,786  $ 4,158  $ 7,743  $ 8,456 
EMEA   1,012   998   1,967   2,001 
APAC   140   123   272   255 

   4,938   5,279   9,982   10,712 
Amortization of intangible assets:                 

North America   3,636   3,361   7,272   6,721 
EMEA   69   71   138   145 
APAC   116   171   234   348 

   3,821   3,603   7,644   7,214 
Total  $ 8,759  $ 8,882  $ 17,626  $ 17,926

 
12. Acquisition

 
Cardinal

Effective August 1, 2018, we acquired 100 percent of the issued and outstanding shares of Cardinal, a digital
solutions provider based in Cincinnati, Ohio, with offices across the Midwest and Southeast United States, for a cash purchase
price, net of cash acquired, of approximately $78,400,000, including final working capital and tax gross up
adjustments.  Cardinal provides technology solutions to digitally transform organizations through their expertise in mobile
applications development, Internet of Things and cloud enabled business intelligence.  We believe that this acquisition
strengthens our services capabilities and will bring value to our clients within our digital innovation services solution offering.

The fair value of net assets acquired was approximately $42,360,000, including $27,540,000 of identifiable intangible
assets, consisting primarily of customer relationships that will be amortized using the straight line method over the estimated
economic life of ten years.  The preliminary purchase price was allocated using the information currently available.  We
finalized the fair value assumptions for identifiable intangible assets acquired in the fourth quarter of 2018.  Goodwill
acquired approximated $36,040,000 which was recorded in our North America operating segment.  The goodwill is tax
deductible.  The working capital adjustment in the amount of $762,000 was finalized in the fourth quarter of 2018 and paid in
January 2019.  Additionally, we finalized the purchase price allocation when the tax gross up adjustment of $2,600,000 was
agreed upon in April 2019.  This resulted in a reduction of the previously recorded purchase price of $400,000.
 
13. Subsequent Event

On July 10, 2019, we entered into an unsecured inventory financing facility with a maximum borrowing capacity of
$200,000,000.  This agreement will stay in effect until it is terminated by any of the parties.  If balances are not paid within
stated vendor terms, they will accrue interest at prime plus 2.00%.  Amounts outstanding under this facility will be classified
as accounts payable – inventory financing facility in the accompanying balance sheets.  
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INSIGHT ENTERPRISES, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS
 

Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion should be read in conjunction with the consolidated financial statements and the related
notes that appear elsewhere in this Quarterly Report on Form 10-Q.  We refer to our customers as “clients,” our suppliers as
“partners” and our employees as “teammates.”

Quarterly Overview

Today, every business is a technology business.  We empower organizations of all sizes with Intelligent Technology
SolutionsTM and services to maximize the business value of information technology (“IT”) in North America; Europe, the
Middle East and Africa (“EMEA”); and Asia-Pacific (“APAC”).  As a Fortune 500-ranked global provider of digital innovation,
cloud/data center transformation, connected workforce, and supply chain optimization solutions, we help clients innovate and
optimize their operations to run smarter. Our offerings in North America and certain countries in EMEA and APAC include
hardware, software and services.  Our offerings in the remainder of our EMEA and APAC segments are largely software and
certain software-related services.
 

On a consolidated basis, for the three months ended June 30, 2019:
 

 • Net sales of $1.84 billion remained flat compared to the three months ended June 30, 2018.  This reflects a
decrease in software net sales offset by growth in our hardware and services net sales.  Excluding the effects of
fluctuating foreign currency exchange rates, net sales increased 1% compared to the second quarter of 2018.

 • Gross profit of $275.5 million increased 4% compared to the three months ended June 30, 2018, up 6% year
over year excluding the effects of fluctuating foreign currency exchange rates.

 • Gross margin improved approximately 60 basis points to 15.0% of net sales in the three months ended June 30,
2019.  This increase reflects a change in sales mix towards higher margin net sales categories, including cloud
solutions and services provided by Cardinal compared to the same period in the prior year.

 • Earnings from operations decreased 3% year to year to $72.1 million in the second quarter of 2019 compared to
$74.4 million in the second quarter of 2018.  Excluding the effects of fluctuating foreign currency exchange
rates, consolidated earnings from operations decreased 2% year to year.

 • Net earnings and diluted earnings per share were $50.0 million and $1.38, respectively, for the second quarter
of 2019.  This compares to net earnings of $51.5 million and diluted earnings per share of $1.44 for the second
quarter of 2018.

Recent Developments
 

On June 23, 2019, we entered into an agreement and plan of merger (the “Merger Agreement”) with PCM, Inc. a
Delaware corporation (“PCM”), and TROJAN Acquisition Corp., a Delaware corporation and wholly owned subsidiary (“Merger
Sub”) of Insight. Pursuant to, and on the terms and subject to the conditions of, the Merger Agreement, Merger Sub will be
merged with and into PCM (the “Merger”), with PCM continuing as the surviving corporation in the Merger.

 
On the terms and subject to the conditions of the Merger Agreement, at the effective time of the Merger, each share

of common stock, par value $0.001, of PCM issued and outstanding (with certain exceptions) immediately prior to the
effective time will be converted into the right to
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receive $35.00 in cash, without interest.  We will fund the Merger through cash on hand and borrowings under a new asset
based loan revolving credit facility.

 
PCM is a provider of multi-vendor technology offerings, including hardware, software and services to small, mid-

sized and corporate/enterprise commercial clients, state, local and federal governments and educational institutions across
the United States, Canada and the United Kingdom.  Based in El Segundo, California, PCM has 40 office locations globally and
more than 4,000 teammates.  We believe that this acquisition allows us to help existing PCM clients in positioning their
businesses for future growth, transforming and securing their data platforms, creating modern and mobile experiences for
their workforce and optimizing the procurement of technology.  The addition of PCM complements our Supply Chain
Optimization solution offering, adding scale and clients in the mid-market and corporate space in North America.

 
The transaction is still subject to certain customary closing conditions, including regulatory approvals and approval

by PCM’s shareholders, and is expected to close by the end of the third quarter of 2019.
 
Throughout the “Quarterly Overview” and “Results of Operations” sections of this “Management’s Discussion and

Analysis of Financial Condition and Results of Operations,” we refer to changes in net sales, gross profit, selling and
administrative expenses and earnings from operations on a consolidated basis and in North America, EMEA and APAC
excluding the effects of fluctuating foreign currency exchange rates.  In computing the changes in amounts and percentages,
we compare the current period amount as translated into U.S. dollars under the applicable accounting standards to the prior
period amount in local currency translated into U.S. dollars utilizing the weighted average translation rate for the current
period.

 
Details about segment results of operations can be found in Note 11 to the Consolidated Financial Statements in Part

I, Item 1 of this report.
 
Our discussion and analysis of financial condition and results of operations is intended to assist in the understanding

of our consolidated financial statements, including the changes in certain key items in those consolidated financial statements
from period to period and the primary factors that contributed to those changes, as well as how certain critical accounting
estimates affect our consolidated financial statements.
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Critical Accounting Estimates

Our consolidated financial statements have been prepared in accordance with United States 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 our Annual Report on Form 10-K for the year ended December 31, 2018.  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.  

There have been no changes to the items disclosed as critical accounting estimates in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in Part II, Item 7 of our Annual Report on Form 10-K for the year
ended December 31, 2018.  

 

Results of Operations

The following table sets forth certain financial data as a percentage of net sales for the three months ended June 30,
2019 and 2018:
 

  
Three Months Ended

June 30,   
Six Months Ended

June 30,  
  2019   2018   2019   2018  

Net sales   100.0%  100.0%  100.0%  100.0%
Costs of goods sold   85.0   85.6   85.1   85.9 

Gross profit   15.0   14.4   14.9   14.1 
Selling and administrative expenses   10.9   10.3   11.1   10.5 
Severance and restructuring expenses and acquisition-related

expenses   0.2   —   0.1   0.1 
Earnings from operations   3.9   4.1   3.7   3.5 

Non-operating expense, net   0.3   0.3   0.3   0.3 
Earnings before income taxes   3.6   3.8   3.4   3.2 

Income tax expense   0.9   1.0   0.8   0.8 
Net earnings   2.7%  2.8%  2.6%  2.4%

 
We experience some seasonal trends in our sales of IT hardware, software and services.  Software sales are

typically seasonally higher in our second quarter.  Business clients, particularly larger enterprise businesses in the United
States, tend to spend more in our fourth quarter and less in our first quarter.  Sales to the federal government in the United
States are often stronger in our third quarter, while sales in the state and local government and education markets are
stronger in our second quarter.  Sales to public sector clients in the United Kingdom are often stronger in our first
quarter.  These trends create overall seasonality in our consolidated results such that net sales and profitability are expected
to be higher in the second and fourth quarters of the year.

Our gross profit across the business is, and will continue to be, impacted by partner incentives, which can change
significantly in the amounts made available and the related product or services sales being incentivized by the
partner.  Incentives from our largest partners are
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significant and changes in the incentives could impact our results of operations to the extent we are unable to adapt our sales
strategies to optimize performance under the revised programs.   

Net Sales.  Net sales for the three months ended June 30, 2019 remained flat year to year at $1.84 billion
compared to the three months ended June 30, 2018.  Net sales for the six months ended June 30, 2019 decreased 2% year to
year to $3.52 billion compared to the six months ended June 30, 2018.  Our net sales by operating segment were as follows
for the three and six months ended June 30, 2019 and 2018 (dollars in thousands):
 

  
Three Months Ended

June 30,   %   
Six Months Ended

June 30,   %  
  2019   2018   Change   2019   2018   Change  

North America  $ 1,405,507  $ 1,368,766   3%  $ 2,647,948  $ 2,647,146   —%
EMEA   379,174   409,536   (7%)   769,349   816,670   (6%)
APAC   51,340   62,568   (18%)   104,190   119,548   (13%)
Consolidated  $ 1,836,021  $ 1,840,870   —%  $ 3,521,487  $ 3,583,364   (2%)
 

Our net sales by offering category for North America for the three and six months ended June 30, 2019 and 2018
were as follows (dollars in thousands):
 

  
Three Months Ended

June 30,   %   
Six Months Ended

June 30,   %  
Sales Mix  2019   2018   Change   2019   2018   Change  

       

Hardware  $ 935,792  $ 898,143   4%  $ 1,684,129  $ 1,771,485   (5%)
Software   289,874   307,570   (6%)  611,953   568,629   8%
Services   179,841   163,053   10%   351,866   307,032   15%
  $ 1,405,507  $ 1,368,766   3%  $ 2,647,948  $ 2,647,146   —%

 
  Net sales in North America increased 3%, or $36.7 million, for the three months ended June 30, 2019 compared to

the three months ended June 30, 2018, primarily driven by growth in hardware net sales.  Net sales of hardware and services
were up 4% and 10%, respectively, year over year, while net sales of software declined 6% year to year.  The net changes
for the three months ended June 30, 2019 were the result of the following:

 
 • The increase in hardware net sales was due primarily to higher sales of client devices, storage and

networking solutions to large enterprise clients.
 • The decrease in software net sales was due to continued client migration of software applications to cloud

solutions which are recorded net in services net sales.
 • The increase in services net sales was due to higher sales of cloud solutions and an increase in Insight

delivered services, attributable to our acquisition of Cardinal.
 

Net sales in North America increased less than 1%, or $802,000, for the six months ended June 30, 2019 compared
to the six months ended June 30, 2018, primarily driven by increases in software and services net sales offset by declines in
hardware net sales.  Net sales of software and services were up 8% and 15%, respectively, year over year, while net sales
of hardware declined 5% year to year.  The net changes for the first half of 2019 were the result of the following:

 
 • The decrease in hardware net sales was due primarily to lower sales of client devices, storage and

networking solutions to large enterprise clients.
 • The increase in software net sales was primarily the result of a significant transaction during the first

quarter of 2019 with a large enterprise client with no comparable transaction in the same quarter in prior
year.  The increase was partially
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 offset by continued client migration of software applications to cloud solutions which are recorded net in
services net sales.

 • The increase in services net sales was due to higher sales of cloud solutions, increase in vendor rebates
and an increase in Insight delivered services, attributable to our acquisition of Cardinal.  

 
Our net sales by offering category for EMEA for the three and six months ended June 30, 2019 and 2018 were as

follows (dollars in thousands):  
 

  
Three Months Ended

June 30,   %   
Six Months Ended

June 30,   %  
Sales Mix  2019   2018   Change   2019   2018   Change  

       

Hardware  $ 142,951  $ 171,336   (17%)  $ 314,476  $ 358,346   (12%)
Software   190,086   193,116   (2%)   373,234   383,318   (3%)
Services   46,137   45,084   2%   81,639   75,006   9%
  $ 379,174  $ 409,536   (7%)  $ 769,349  $ 816,670   (6%)

 
Net sales in EMEA decreased 7%, or $30.4 million, in the three months ended June 30, 2019 compared to the three

months ended June 30, 2018.  Excluding the effects of fluctuating foreign currency exchange rates, net sales in EMEA
decreased 3%, year to year.  Net sales of hardware and software declined 17% and 2%, respectively, year to year, while net
sales of services increased 2% year over year.  The net changes for the three months ended June 30, 2019 were the result of
the following:

 
 • The decrease in hardware net sales was due primarily to lower volume sales of networking solutions to

public sector clients.
 • The decrease in software net sales was due to continued client migration of software applications to cloud

solutions which are recorded net in services net sales.
 • The increase in services net sales was due primarily to higher sales of cloud solutions and higher volume

of Insight delivered services.
 

Net sales in EMEA decreased 6%, or $47.3 million, in the first half of 2019 compared to the first half of
2018.  Excluding the effects of fluctuating foreign currency exchange rates, net sales in EMEA decreased less than 1%, year
to year.  Net sales of hardware and software declined 12% and 3%, respectively, year to year, while net sales of services
increased 9% year over year.  The net changes for the first half of 2019 were the result of the following:

 
 • The decrease in hardware net sales was due primarily to lower volume sales of networking solutions to

public sector clients.
 • The decrease in software net sales was due to continued client migration of software applications to cloud

solutions which are recorded net in services net sales.
 • The increase in services net sales was due primarily to higher sales of cloud solutions and higher volume

of Insight delivered services.  
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Our net sales by offering category for APAC for the three and six months ended June 30, 2019 and 2018 were as
follows (dollars in thousands):
 

  
Three Months Ended

June 30,   %   
Six Months Ended

June 30,   %  
Sales Mix  2019   2018   Change   2019   2018   Change  

                         

Hardware  $ 9,979  $ 9,318   7%  $ 16,497  $ 16,478   —%
Software   25,653   39,340   (35%)  60,718   78,359   (23%)
Services   15,708   13,910   13%   26,975   24,711   9%
  $ 51,340  $ 62,568   (18%) $ 104,190  $ 119,548   (13%)

 
Net sales in APAC decreased 18%, or $11.2 million, in the second quarter of 2019 compared to the second quarter of

2018.  Excluding the effects of fluctuating foreign currency exchange rates, net sales in APAC decreased 12%, year to
year.  Net sales of software declined 35% year to year, partially offset by an increase in hardware and services net sales of
7% and 13%, respectively, year over year.  The net changes for the three months ended June 30, 2019 were the result of the
following:

 
 • The increase in hardware net sales was primarily due to higher volume of sales with enterprise clients.
 • The decrease in software net sales was due primarily to lower volume of sales to enterprise and public

sector clients.
 • The increase in services net sales was due to higher volume of referral fees and vendor reimbursements

and an increase in Insight delivered services.  

Net sales in APAC decreased 13%, or $15.4 million, in the first half of 2019 compared to the first half of
2018.  Excluding the effects of fluctuating foreign currency exchange rates, net sales in APAC decreased 6%, year to
year.  Net sales of software declined 23%, year to year, partially offset by an increase in services net sales of 9%, year over
year.  The net changes for the first half of 2019 were the result of the following:

 
 • The decrease in software net sales was due primarily to lower volume with public sector clients.
 • The increase in services net sales was due to higher volume of referral fees, higher volume of sales of

cloud solutions and an increase in Insight delivered services.
 
The percentage of net sales by category for North America, EMEA and APAC were as follows for the three and six

months ended June 30, 2019 and June 30, 2018:
 

  North America   EMEA   APAC  

  
Three Months Ended

June 30,   
Three Months Ended

June 30,   
Three Months Ended

June 30,  
Sales Mix  2019   2018   2019   2018   2019   2018  
Hardware   67%  66%  38%  42%  19%  15%
Software   20%  22%  50%  47%  50%  63%
Services   13%  12%  12%  11%  31%  22%
   100%  100%  100%  100%  100%  100%
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  North America   EMEA   APAC  

  
Six Months Ended

June 30,   
Six Months Ended

June 30,   
Six Months Ended

June 30,  
Sales Mix  2019   2018   2019   2018   2019   2018  
Hardware   64%  68%  41%  46%  16%  13%
Software   23%  21%  48%  47%  58%  68%
Services   13%  11%  11%  7%  26%  19%
   100%  100%  100%  100%  100%  100%

 
Gross Profit.  Gross profit increased 4%, or $11.1 million, in the three months ended June 30, 2019, compared to

the three months ended June 30, 2018, with gross margin increasing approximately 60 basis points to 15.0% for the three
months ended June 30, 2019 compared to 14.4% for the three months ended June 30, 2018.  Gross profit increased 4%, or
$19.3 million, in the six months ended June 30, 2019 compared to the six months ended June 30, 2018, with gross margin
increasing approximately 80 basis points to 14.9% for the first half of 2019 compared to 14.1% for the first half of 2018.  Our
gross profit and gross profit as a percentage of net sales by operating segment were as follows for the three and six months
ended June 30, 2019 and 2018 (dollars in thousands):
 

  Three Months Ended June 30,   Six Months Ended June 30,  

  2019   
% of

Net Sales  2018   
% of

Net Sales  2019   
% of

Net Sales  2018   
% of

Net Sales 
North America  $ 199,059   14.2% $ 190,517   13.9% $ 381,666   14.4% $ 365,888   13.8%
EMEA   64,450   17.0%  61,964   15.1%  121,433   15.8%  118,014   14.5%
APAC   11,940   23.3%  11,896   19.0%  20,822   20.0%  20,738   17.3%
Consolidated  $ 275,449   15.0% $ 264,377   14.4% $ 523,921   14.9% $ 504,640   14.1%

 
North America’s gross profit for the three months ended June 30, 2019 increased $8.5 million, or 4%, compared to

the three months ended June 30, 2018.  As a percentage of net sales, gross margin increased approximately 30 basis points
to 14.2% for the second quarter of 2019.  The year over year improvement in gross margin was primarily attributable to the
following:

 
 • An increase in services net sales, typically transacted at higher margins than product net sales, which

contributed 12 basis points of the margin expansion combined with an increase in product margin, which
includes partner funding and freight, of 12 basis points.

 • The increase in margin from services net sales during the current quarter resulted from a higher volume of
Insight delivered services and a higher volume of cloud solutions that are recorded net.

 • The increase in product margin is primarily the result of sales of hardware at higher margins than in the
same period in the prior year.    

 
North America’s gross profit for the six months ended June 30, 2019 increased $15.8 million, or 4%, compared to

the six months ended June 30, 2018.  As a percentage of net sales, gross margin increased approximately 60 basis points to
14.4% for the first half of 2019.  The year over year improvement in gross margin was primarily attributable to the
following:

 
 • An increase in services net sales, which contributed 80 basis points of the margin expansion, partially offset

by a net decrease in product margin, which includes partner funding and freight, of 20 basis points.
 • The increase in margin from services net sales during the first six months of 2019 resulted from a higher

volume of Insight delivered services, a higher volume of cloud solutions that are recorded net and higher
services vendor reimbursement fees.
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 • The decrease in product margin is primarily the result of a reduction in partner funding due to lower
hardware sales in the current quarter compared to the same period in the prior year.    

 
EMEA’s gross profit for the three months ended June 30, 2019 increased $2.5 million, or 4% (9% excluding the

effects of fluctuating foreign currency exchange rates), compared to the three months ended June 30, 2018.  As a percentage
of net sales, gross margin increased approximately 190 basis points, year over year.  The year over year improvement in
gross margin was primarily attributable to an increase in higher margin services net sales, which contributed 87 basis points
of the margin expansion, together with a net increase in product margin, which includes partner funding and freight, of 100
basis points.

 
EMEA’s gross profit for the six months ended June 30, 2019 increased $3.4 million, or 3% (9% excluding the effects

of fluctuating foreign currency exchange rates), compared to the first half of 2018.  As a percentage of net sales, gross
margin increased approximately 130 basis points, year over year.  The year over year improvement in gross margin was
primarily attributable to an increase in higher margin services net sales, which contributed 110 basis points of the margin
expansion, together with a net increase in product margin, which includes partner funding and freight, of 23 basis points.
                   
 

APAC’s gross profit for the three months ended June 30, 2019 remained flat compared to the three months ended
June 30, 2018 (increasing 7% excluding fluctuating foreign currency exchange rates).  As a percentage of net sales, gross
margin increased approximately 430 basis points, year over year.  The increase in gross margin in the second quarter of
2019 compared to the second quarter of 2018 was primarily due to an increase in mix of cloud solutions recorded net, higher
vendor reimbursement fees and higher gross profits from Insight delivered services, partially offset by lower margins on
software net sales.

 
APAC’s gross profit for the first half of 2019 remained flat compared to the first half of 2018 (increasing 8%

excluding fluctuating foreign currency exchange rates).  As a percentage of net sales, gross margin increased approximately
270 basis points, year over year.  The increase in gross margin in the first six months of 2019 compared to the first six
months of 2018 was primarily due to an increase in mix of cloud solutions recorded net, higher vendor reimbursement fees
and higher gross profits from Insight delivered services, partially offset by lower margins on software net sales.
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Operating Expenses.
 
Selling and Administrative Expenses. Selling and administrative expenses increased $10.0 million, or 5%, for the

three months ended June 30, 2019 compared to the three months ended June 30, 2018.  Selling and administrative expenses
increased $12.9 million, or 3%, for the six months ended June 30, 2019 compared to the six months ended June 30,
2018.  Our selling and administrative expenses by major expense type for the three and six months ended June 30, 2019 and
2018 were as follows (dollars in thousands):
 

  Three Months Ended June 30,  Six Months Ended June 30,  
  2019    2018    2019    2018  

Personnel costs, including teammate benefits  $ 157,926   $ 149,482   $ 308,417   $ 297,318 
Depreciation and amortization   8,759    8,882    17,626    17,926 
Facility expenses   6,519    6,531    13,182    13,122 
Travel and entertainment   6,600    6,664    12,846    12,792 
Legal and professional fees   3,892    3,485    7,834    7,518 
Marketing   2,957    2,709    5,279    5,353 
Other   12,836    11,711    25,368    23,615 
Total  $ 199,489   $ 189,464   $ 390,552   $ 377,644

 
Selling and administrative expenses increased approximately 60 basis points as a percentage of net sales in the

second quarter of 2019 compared to the second quarter of 2018.  The overall net increase in selling and administrative
expenses reflects an $8.4 million increase in personnel costs, including teammate benefits expenses primarily due to
increased headcount, including the acquisition of Cardinal, and increased variable compensation resulting from increased
gross profit in the second quarter of 2019 compared to the second quarter of 2018.

 
Selling and administrative expenses increased approximately 60 basis points as a percentage of net sales in the first

half of 2019 compared to the first half of 2018.  The overall net increase in selling and administrative expenses reflects an
$11.1 million increase in personnel costs, including teammate benefits expenses primarily due to increased headcount,
including the acquisition of Cardinal, and increased variable compensation resulting from increased gross profit in the first
half of 2019 compared to the first half of 2018.  

 
Severance and Restructuring Expenses.  During the three months ended June 30, 2019, we recorded severance

expense, net of adjustments, of approximately $680,000.  During the six months ended June 30, 2019, we recorded
severance expense, net of adjustments, of approximately $1.1 million.  The charges in all three operating segments primarily
related to a realignment of certain roles and responsibilities.  Current period charges were partially offset by adjustments for
changes in estimates of previous accruals as cash payments were made.  Comparatively, during the three months ended June
30, 2018, we recorded severance expense, net of adjustments, of approximately $382,000.  For the six months ended June
30, 2018, we recorded severance expense, net of adjustments, of approximately $2.0 million.  

 
Acquisition-related Expenses.  During both the three and six months ended June 30, 2019, we incurred $3.2

million in direct third-party transaction costs related to the pending acquisition of PCM.  Comparatively, during both the three
and six months ended June 30, 2018, we incurred $94,000 in direct third-party transaction costs related to the acquisition of
Cardinal in 2018.  
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Non-Operating (Income) Expense.
 
Interest Income.  Interest income for the three and six months ended June 30, 2019 and 2018 was generated from

interest earned on cash and cash equivalent bank balances.  The increase in interest income year over year was primarily
due to higher average interest-bearing cash and cash equivalent balances and to higher interest rates during the three and
six months ended June 30, 2019 compared to the three and six months ended June 30, 2018.    

 
Interest Expense.  Interest expense primarily relates to borrowings under our financing facilities and imputed

interest under our inventory financing facility.  Interest expense for the three months ended June 30, 2019 decreased 10%, or
$501,000, compared to the three months ended June 30, 2018.  Interest expense for the six months ended June 30, 2019
decreased 15%, or $1.7 million, compared to the six months ended June 30, 2018.  These decreases were due primarily to
lower average daily balances on our debt facilities, partially offset by higher interest rates.  Imputed interest under our
inventory financing facility was $2.9 million and $5.9 million for the three and six months ended June 30, 2019, respectively,
compared to $2.4 million and $4.9 million for the three and six months ended June 30, 2018, respectively.  The increases
were a result of a higher average incremental borrowing rate used to compute the imputed interest amounts during the 2019
periods.  For a description of our various financing facilities, see Note 5 to our Consolidated Financial Statements in Part I,
Item 1 of this report.

 
Net Foreign Currency Exchange Gains/Losses.  These gains/losses result from foreign currency transactions,

including foreign currency derivative contracts and intercompany balances that are not considered long-term in nature.  The
change in net foreign currency exchange gains/losses is due primarily to the underlying changes in the applicable exchange
rates, partially mitigated by our use of foreign exchange forward contracts to offset the effects of fluctuations in foreign
currencies on certain of our non-functional currency assets and liabilities.
 

Income Tax Expense.  Our effective tax rate of 25.9% for the three months ended June 30, 2019 was unchanged
from the three months ended June 30, 2018. Our effective tax rate of 24.9% for the six months ended June 30, 2019 was
lower than our effective tax rate of 25.9% for the six months ended June 30, 2018.  The decrease in our effective tax rate for
the first half of 2019 compared to the first half of 2018 was due primarily to the recognition of tax benefits related to
research and development activities during the first quarter of 2019 compared to the first quarter of 2018.
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Liquidity and Capital Resources

The following table sets forth certain consolidated cash flow information for the six months ended June 30, 2019 and
2018 (in thousands):
 

  
Six Months Ended

June 30,  
  2019   2018  

Net cash provided by operating activities  $ 182,538  $ 350,955 
Net cash used in investing activities   (13,946)   (10,644)
Net cash used in financing activities   (198,997)   (192,508)
Foreign currency exchange effect on cash, cash equivalent
   and restricted cash balances   (183)   (5,541)
Increase in cash, cash equivalents and restricted cash   (30,588)   142,262 
Cash, cash equivalents and restricted cash at beginning of period   144,293   107,445 
Cash, cash equivalents and restricted cash at end of period  $ 113,705  $ 249,707
 
Cash and Cash Flow
 
 • Our primary uses of cash during the six months ended June 30, 2019 were to pay down our debt balances and for

capital expenditures, as well as funding our working capital requirements.  
 • Operating activities provided $182.5 million in cash during the six months ended June 30, 2019, compared to $351.0

million during the six months ended June 30, 2018.
 • We had net repayments under our inventory financing facility of $43.2 million during the six months ended June 30,

2019, compared to net repayments of $15.8 million during the six months ended June 30, 2018.  
 • We had combined net repayments under our revolving facility and ABS facility, during the six months ended June 30,

2019 and 2018, that decreased our outstanding long-term debt by $149.0 million and $149.1 million, respectively.  
 • Capital expenditures were $10.6 million in both the six months ended June 30, 2019 and June 30, 2018.  
 • Cash, cash equivalents and restricted cash balances in the six months ended June 30, 2019 and 2018 were

negatively affected by $183,000 and $5.5 million, respectively, as a result of foreign currency exchange rates.
 
We expect 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.      

 
Net cash provided by operating activities  
 

 • Cash flow from operating activities in the first half of 2019 was $182.5 million compared to $351.0 million
in the first half of 2018.  

 • The anticipated increases in accounts receivable and accounts payable reflects the seasonal increase in net
sales from the fourth quarter to the second quarter, which results in higher accounts receivable and
accounts payable balances as of June 30, compared to December 31.  

 • The significant increases in both other assets and accrued expenses and other liabilities for the six months
ended June 30, 2019 resulted from a single significant transaction in 2019 with no comparable activity in
the prior year.  

33

Source: INSIGHT ENTERPRISES INC, 10-Q, August 06, 2019 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



INSIGHT ENTERPRISES, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS (continued)
 

Our consolidated cash flow operating metrics were as follows:
 

  
Three Months Ended

June 30,  
  2019   2018  

Days sales outstanding in ending accounts receivable (“DSOs”) (a)   113   107 
Days inventory outstanding (“DIOs”) (b)   11   11 
Days purchases outstanding in ending accounts payable (“DPOs”) (c)   (98)   (98)
Cash conversion cycle (days) (d)   26   20

 
 (a) Calculated as the balance of current accounts receivable, net at the end of the quarter divided by daily net sales.  Daily net sales is

calculated as net sales for the quarter divided by 91 days.
 (b) Calculated as average inventories (excluding inventories not available for sale) divided by daily costs of goods sold.  Average

inventories is calculated as the sum of the balances of inventories at the beginning of the quarter plus inventories at the end of the
quarter divided by two.  Daily costs of goods sold is calculated as costs of goods sold for the quarter divided by 91 days.

 (c) Calculated as the sum of the balances of accounts payable – trade and accounts payable – inventory financing facility at the end of
the quarter divided by daily costs of goods sold.  Daily costs of goods sold is calculated as costs of goods sold for the quarter divided
by 91 days.

 (d) Calculated as DSOs plus DIOs, less DPOs.
 

Our cash conversion cycle was 26 days in the second quarter of 2019, up six days from the second quarter of
2018.  The net changes were a result of a six day increase in DSOs primarily due to the relative timing of sales during
the respective quarters and other sales related timing differences.

 
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 we grant to our clients to take advantage of
supplier discounts.  We intend to use cash generated in the remainder of 2019 in excess of working capital needs to
partially fund our acquisition of PCM, to pay down our debt balances, to repurchase shares of our common stock and to
support our capital expenditures for the year.  We also may use cash to fund potential acquisitions to add select
capabilities within our current geographic operating segments.

 
Net cash used in investing activities  
 

 • Capital expenditures were $10.6 million for both the six months ended June 30, 2019 and 2018.  
 • We expect capital expenditures for the full year 2019 to be between $20.0 million and $25.0 million,

primarily for technology-related upgrade projects.    
 

Net cash used in financing activities  
 

 • During the six months ended June 30, 2019, we had net combined repayments under our revolving facility
and our ABS facility that decreased our outstanding long-term debt balance by $149.0
million.  Comparatively, during the six months ended June 30, 2018, we had net combined repayments
under our revolving credit facility and our ABS facility that decreased our outstanding long-term debt
balance by $149.1 million, including scheduled amortization payments under our TLA.  

 • We had net repayments under our inventory financing facility of $43.2 million during the six months ended
June 30, 2019 compared to $15.8 million during the six months ended June 30, 2018.  

 • During the six months ended June 30, 2019 we did not repurchase any shares of our common stock.  We
repurchased an aggregate of $22.1 million of our common stock
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INSIGHT ENTERPRISES, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS (continued)
 

 under a previously announced repurchase program during the six months ended June 30, 2018.  
 

Financing Facilities
 

Our consolidated debt balance that can be outstanding at the end of any fiscal quarter under our revolving 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, excluding non-cash imputed interest on our
inventory financing facility, (ii) income tax expense (benefit), (iii) depreciation and amortization, (iv) non-cash
stock-based compensation, (v) extraordinary or non-recurring non-cash losses or expenses and (vi) certain cash
restructuring and acquisition-related charges and synergies, not to exceed a specified cap (“adjusted earnings”).  

 • The maximum leverage ratio permitted under the facilities is currently 3.0 times our trailing twelve-month adjusted
earnings.  

 • A significant drop in the Company’s 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
facility amount.  We anticipate that we will be in compliance with our maximum leverage ratio requirements over
the next four quarters.  

 • Based on the maximum permitted leverage ratio as of June 30, 2019, the Company’s debt balance that could have
been outstanding under our revolving facility and ABS facility was the full amount of the maximum borrowing
capacity of $600.0 million, of which $45.0 million was outstanding under the ABS facility and no amount was
outstanding under our revolving facility at June 30, 2019.  

 • While our ABS facility has a stated maximum amount, the actual availability under the ABS facility is
limited by the quantity and quality of the underlying accounts receivable.  As of June 30, 2019, qualified
receivables were sufficient to permit access to the full $250.0 million under the ABS facility.   

 
Our debt balance as of June 30, 2019 was $47.4 million, including our finance lease obligations for certain IT

equipment and other financing obligations.  
 

 • Our objective is to pay our debt balances down while retaining adequate cash balances to meet overall business
objectives.

 • Our revolving facility and our ABS facility contain various covenants customary for transactions of this type,
including limitations on the payment of dividends and the requirement that we comply with maximum leverage and
minimum fixed charge ratio requirements, comply with a minimum receivable requirement and meet 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
time period.  At June 30, 2019, we were in compliance with all such covenants.  

 • The terms of the ABS facility identify various circumstances that would result in an “amortization event” under the
facility.  At June 30, 2019, no such “amortization event” had occurred.  
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INSIGHT ENTERPRISES, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS (continued)
 

We also have an agreement with a financial intermediary to facilitate the purchase of inventory from various
suppliers under certain terms and conditions.  

 
 • These amounts are classified separately as accounts payable – inventory financing facility in our consolidated

balance sheets.  
 • Our inventory financing facility has an aggregate availability for vendor purchases of $400.0 million, of which $260.9

million was outstanding at June 30, 2019.  
 • The inventory financing facility matures on June 23, 2021 and may be renewed under certain circumstances

described in the agreement for successive 12-month periods.  
 
In connection with the Merger Agreement with PCM, and the new asset based loan revolving credit facility that will

be used to help fund the acquisition, we may use the debt proceeds from the facility to refinance certain existing
indebtedness.

 
Undistributed Foreign Earnings

 
Cash and cash equivalents held by foreign subsidiaries are generally subject to U.S. income taxation upon

repatriation to the United States.  As of June 30, 2019, we had approximately $87.7 million in cash and cash equivalents in
certain of our foreign subsidiaries, primarily residing in the Netherlands, Canada and Australia.  Certain of these cash
balances will be remitted to the United States by paying down intercompany payables generated in the ordinary course of
business or through actual dividend distributions.

 
Off-Balance Sheet Arrangements
 

We have entered into off-balance sheet arrangements, which include indemnifications.  The indemnifications are
discussed in Note 10 to the Consolidated Financial Statements in Part I, Item 1 of this report and such discussion is
incorporated by reference herein.  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 business, financial condition or results of operations.
 
Recently Issued Accounting Standards
 

The information contained in Notes 1 and 2 to the Consolidated Financial Statements in Part I, Item 1 of this report
concerning a description of recently issued accounting standards which affect or may affect our financial statements,
including our expected dates of adoption and the estimated effects on our results of operations and financial condition, is
incorporated by reference herein.

 
Contractual Obligations
 

There have been no material changes in our reported contractual obligations, as described under “Contractual
Obligations” in “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Liquidity and Capital
Resources” in Part II, Item 7 of our Annual Report on Form 10-K for the year ended December 31, 2018.
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INSIGHT ENTERPRISES, INC.
 
Item 3.  Quantitative and Qualitative Disclosures About Market Risk.
 

There have been no material changes in our reported market risks, as described in “Quantitative and Qualitative
Disclosures About Market Risk” in Part II, Item 7A of our Annual Report on Form 10-K for the year ended December 31, 2018.

 
Item 4. Controls and Procedures.  

 
Evaluation of Disclosure Controls and Procedures
 

Our Chief Executive Officer and Chief Financial Officer, as of the end of the period covered by this report, evaluated
the effectiveness of our disclosure controls and procedures (as such term is defined under Rules 13a-15(e) and 15d-15(e) of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) and determined that as of June 30, 2019 our
disclosure controls and procedures were effective to ensure that information required to be disclosed by us in reports that we
file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in
the SEC’s rules and forms and that such information is accumulated and communicated to our management, including our
Chief Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.
 
Change in Internal Control over Financial Reporting
 

There was no change in the Company’s internal control over financial reporting (as such term is defined in Rules
13a-15(f) and 15d-15(f) under the Exchange Act) in the most recent fiscal quarter that has materially affected, or is
reasonably likely to materially affect, the Company’s internal control over financial reporting.

 
Inherent Limitations of Internal Control Over Financial Reporting
 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements.  Projections of any evaluation of effectiveness to future periods are subject to risks that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.
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INSIGHT ENTERPRISES, INC.
 
Part II – OTHER INFORMATION
 
Item 1.   Legal Proceedings.
 

For a discussion of legal proceedings, see “– Legal Proceedings” in Note 10 to the Consolidated Financial Statements
in Part I, Item 1 of this report, which section is incorporated by reference herein.   
 
Item 1A.  Risk Factors.
 

In addition to the other information set forth in this report, you should carefully consider the factors discussed in
Part I, Item 1A, “Risk Factors”, in our Annual Report on Form 10-K for the year ended December 31, 2018 and those set forth
in our Current Report on Form 8-K filed on June 24, 2019 relating to the PCM acquisition, which could materially affect our
business, financial condition or future results.  The risks described in our Annual Report on Form 10-K are not the only risks
facing the Company.  Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial
may also materially adversely affect our business, financial condition or operating results.  
 
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.
 

There were no unregistered sales of equity securities during the three months ended June 30, 2019.
 

We have never paid a cash dividend on our common stock, and we currently do not intend to pay any cash dividends
in the foreseeable future.  Our revolving facility, our ABS facility and our inventory financing facility contain restrictions on
the payment of cash dividends.
 
Issuer Purchases of Equity Securities
 

We did not repurchase shares of our common stock during the quarter ended June 30, 2019.
 
Item 3.  Defaults Upon Senior Securities.
 

Not applicable.
 
Item 4.  Mine Safety Disclosures.
 

Not applicable.
 
Item 5.  Other Information.
 

Not applicable.

38

Source: INSIGHT ENTERPRISES INC, 10-Q, August 06, 2019 Powered by Morningstar® Document Research℠
The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.



INSIGHT ENTERPRISES, INC.
 

Item 6.  Exhibits.
 

    Incorporated by Reference   
Exhibit
Number

 
Exhibit Description

 
Form

 
File No.

 Exhibit
Number

 Filing
Date

 Filed/Furnished
Herewith

2.1  Agreement and Plan of Merger, dated as of June 23, 2019, by
and among Insight Enterprises, Inc., Trojan Acquisition Corp.
and PCM*

 8-K  000-25092  2.1  June 24,
2019

  

3.1  Amended and Restated Certificate of Incorporation of Insight
Enterprises, Inc.

 10-K  000-25092  3.1  February 17,
2006

  

3.2  Certificate of Amendment of Amended and Restated
Certificate of Incorporation of Insight Enterprises, Inc.

 8-K  000-25092  3.1  May 21,
2015

  

3.3  Amended and Restated Bylaws of Insight Enterprises, Inc.  8-K  000-25092  3.2  May 21,
2015

  

4.1  Specimen Common Stock Certificate (P)  S-1  33-86142  4.1  January 20,
1995

  

10.1  Commitment Letter, dated as of June 23, 2019, by and
between Insight Enterprises, Inc. and JPMorgan Chase Bank,
N.A.

 8-K  000-25092  10.1  June 24,
2019

  

31.1  Certification of Chief Executive Officer Pursuant to Securities
Exchange Act Rule 13a-14

         X

31.2  Certification of Chief Financial Officer Pursuant to Securities
Exchange Act Rule 13a-14

         X

32.1  Certification of Chief Executive Officer and Chief Financial
Officer Pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

         X

101.INS  XBRL Instance Document - the instance document does not
appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document

         X

101.SCH  Inline XBRL Taxonomy Extension Schema Document          X

101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase
Document

         X

101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase
Document

         X

101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document          X

101.PRE  Inline XBRL Taxonomy Extension Presentation Linkbase
Document

         X

104  Cover Page Interactive Data File (formatted as Inline XBRL
with applicable taxonomy extension information contained in
Exhibits 101)

         X

(P) Paper exhibit.

 * Certain schedules (or similar attachments) have been omitted pursuant to Item 601(b)(2) of Regulation S-K.  The Company
agrees to furnish copies of any such schedules (or similar attachments) to the Securities and Exchange Commission upon
request.
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http://www.sec.gov/Archives/edgar/data/932696/000156459019023196/nsit-ex101_8.htm


INSIGHT ENTERPRISES, INC.
 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.
 
Date: August 6, 2019 INSIGHT ENTERPRISES, INC.
   
  By: /s/ Kenneth T. Lamneck
   Kenneth T. Lamneck
   President and Chief Executive Officer
   (Duly Authorized Officer)
 
  By: /s/ Glynis A. Bryan
   Glynis A. Bryan      
   Chief Financial Officer
   (Principal Financial Officer)
 
  By: /s/ Rachael A. Bertrandt
   Rachael A. Bertrandt      
   Global Corporate Controller
   (Principal Accounting Officer)
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INSIGHT ENTERPRISES, INC.
Exhibit 31.1

CERTIFICATION

I, Kenneth T. Lamneck, certify that:

 1. I have reviewed this Quarterly Report on Form 10-Q of Insight Enterprises, Inc.;

 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

 4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

 b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, 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;

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

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

 5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

 a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

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

 

Date:  August 6, 2019
   
By:  /s/ Kenneth T. Lamneck
  Kenneth T. Lamneck
  Chief Executive Officer
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INSIGHT ENTERPRISES, INC.
Exhibit 31.2

CERTIFICATION

I, Glynis A. Bryan, certify that:  

 1. I have reviewed this Quarterly Report on Form 10-Q of Insight Enterprises, Inc.;

 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

 4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

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

 b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, 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;

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

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

 5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

 a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

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

 

Date:  August 6, 2019
   
By:  /s/ Glynis A. Bryan
  Glynis A. Bryan
  Chief Financial Officer
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INSIGHT ENTERPRISES, INC.
Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Insight Enterprises, Inc. (the “Company”) for the quarter
ended June 30, 2019 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Kenneth T.
Lamneck, Chief Executive Officer of the Company, and Glynis A. Bryan, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. §1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to the best of our
knowledge:

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

(2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.
 
By:  /s/ Kenneth T. Lamneck
  Kenneth T. Lamneck
  Chief Executive Officer
  August 6, 2019
 
By:  /s/ Glynis A. Bryan
  Glynis A. Bryan
  Chief Financial Officer
  August 6, 2019
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