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C O M PA N Y  P R O F I L E

Edgewater Technology is an award-winning eSolutions consulting and

services firm specializing in providing companies with tailored technology

solutions for today’s Internet-centric world. Edgewater helps organizations

break through the barriers of technology by providing strategic Internet

consulting (eStrategy), designing, building, and deploying large scale

enterprise-wide systems (eSolutions), and by offering a range of post-

deployment services (Support).

Since its inception in 1992, Edgewater has continually focused on five

core values:

■ Delivery Excellence
■ Strong Operational Metrics
■ Technology Excellence
■ Middle Market Focus
■ Vertical Expertise
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Historical Pro Forma Predecessor (1)
Years Ended December 31, 2000 1999 (1) 1998 1997 1996
(In Thousands, Except Per Share Data)
Revenues $ 31,542 $ 19,830 $17,722 $13,670 $11,346
Gross profit 15,965 10,832 10,343 7,943 5,674
Operating expenses:

Selling, general and administrative 14,411 10,344 6,491 6,700 4,698
Depreciation and amortization 5,078 1,024 501 581 433

Operating (loss) income (3,524) (536) 3,351 662 543
Interest income (expense) and other, net 3,077 (1,166) (199) (230) (211)

(Loss) income before income taxes (447) (1,702) 3,152 432 332
EBITDA (2) $ 1,554 $ 488 $ 3,852 $ 1,243 $ 976

Basic and diluted earnings per share (3)
Continuing operations $(0.06) $(0.04)
EBITDA (2) $ 0.05 $ 0.02

Weighted average shares outstanding (3)
Basic 29,212 29,280
Diluted 29,212 29,526

As of December 31, 2000 1999
Balance Sheet Data (3)

Cash $145,581 $  9,857
Working capital 158,154 13,122
Net assets from

discontinued operations 14,831 543,601
Total assets 254,700 614,059
Long-term debt, 

including current maturities — 291,090
Stockholders’ equity 237,245 293,049

This financial data should be read in conjunction with the consolidated financial statements, the notes to the financial statements and the
management’s discussion and analysis of financial condition and results of operations included in this report, pages 11 to 30.

(1) The pro forma financial results for 1999 include the preacquisition results of Edgewater for the first quarter of 1999, along with the nine
months of our results (postacquisition) for the period from April 1, 1999 through December 31, 1999. The Edgewater first quarter 1999
and predecessor information for the periods presented includes only the financial results of the eSolutions business prior to us acquir-
ing it. Accordingly, the information in this table may not be indicative of the future results of our eSolutions business as a stand-alone
public company.

(2) Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) is calculated by adding Depreciation and Amortization
Expense to Operating (Loss) Income.

(3) The earnings per share, weighted average shares outstanding and balance sheet information presented does not take into account
the consummation of our issuer tender offer on January 30, 2001 at $8.00 per share, pursuant to which we acquired 16.25 million of our
common shares for $130 million, or the ClinForce sale transaction where we received $31 million of cash on March 16, 2001. Taking these
into account and our operations from January 1, 2001 through March 20, 2001, we had cash and cash equivalents of $45.0 million and 12.1
million shares of common stock outstanding as of that date.
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D E A R  F E L L O W  S T O C K H O L D E R S ,

The year 2000 was
one of change and
repositioning for your

Company. After evaluating
our business mix, debt levels
and working capital position,
management and the Board
of Directors chose to take
decisive action to focus
future growth initiatives on
the Company’s dynamic,
eSolutions business. In an
effort to concentrate exclu-
sively on this fast-growing
business, we sold off four of
our five temporary staffing
brands during 2000,
changed our name from
StaffMark, Inc. to Edgewater
Technology, Inc., and com-
pleted the sale of our
remaining non-eSolutions
business during the first
quarter of 2001.

Despite a difficult market-
place, we completed all five
transactions, grossing $480
million. Approximately $290
million of the net proceeds

were used to retire outstand-
ing debt and $130 million was
returned to stockholders
through a tender offer com-
pleted in January of 2001.
The remaining proceeds give
us a strong balance sheet
which will be used to expand
the eSolutions business, as
well as create flexibility for
additional share repurchases
or dividends.

With these divestitures com-
pleted, Edgewater is now  a
pure play, middle market
focused eSolutions business
and has the capital necessary
to take advantage of the
growth opportunities, includ-
ing those resulting from the
current challenging economic
environment. We are very con-
fident in the prospects of this
business, which produced over
50% annual revenue growth
during 2000 and, contrary to
many of its peers, completed
its sixth consecutive year of
positive cash earnings. 

Our eSolutions’ strong
performance and market
positioning must be credited 
to the eSolutions business’
founders Shirley Singleton,
President and Chief
Executive Officer, David
Clancey, Chief Technology
Officer and David Gallo,
Chief Operating Officer. For
the past nine years, along
with their seasoned execu-
tive team, they have steadily
grown an eBusiness solu-
tions firm based on solid
fundamentals, strong cus-
tomer relationships and a
commitment to quality.
Today, Edgewater Technology
has the people, technology
and resources to become
one of the industry’s leaders. 

In the midst of our 
transition, an unfortunate
tragedy occurred at our
headquarters in Wakefield,
Massachusetts in late
December when we lost
seven fellow co-workers
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Clete T. Brewer
Chairman and CEO



in an office shooting. I person-
ally witnessed the lowest of
lows that week only to see, 
in the days that followed, a
group of over 250 employees
rallying with a mission to not
let this tragedy be the end of
Edgewater but the beginning
of a new Edgewater. Shirley
Singleton’s and David Clancey’s
leadership capabilities have
never been more evident than
in the way they handled this, at
times, overwhelming situation
with immense compassion,
composure and precision.

This has been a year of
great transition at our Company,
and I appreciate the patience
of all of our stockholders and
employees during this meta-
morphosis. I am confident
that with time, this bold move
will be rewarded. Edgewater’s
focus on the explosive middle
market of eBusiness consult-
ing will turn out to be a timely
one. I want to thank all of
our stockholders for their
resilience through these
changes and look forward 
to more prosperous 
years together.

Clete T. Brewer
Chairman and 
Chief Executive Officer
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The year 2000 burst the
Internet Bubble and proved
the wisdom of Edgewater’s

cornerstone growth philosophy for
technology consulting: It is a
marathon, not a sprint. During a
year when many Internet technology
companies were imploding, we at
Edgewater’s eSolutions division,
managed to grow revenue 59%
year-over-year to $31.5 million and
our division recorded $4.7 million
EBITDA or 15% of revenue. This
past year proves the benefit of
solid fundamentals and processes 
to weather economic storms. 

The year 2001 will be Edgewater’s
“Coming Out Party,” our first year
as we become the only operating
entity of our public company parent
following its restructuring to focus on
eSolutions business. As both internal
and external change occurs at an
ever-increasing pace and Edgewater
continues to grow, it is important that
we maintain our strong culture, solid
operational and financial metrics, and
dedication to customer satisfaction.
While we will experience some
additional expenses related to the
relocation of the corporate head-
quarters from Fayetteville, AR to
Wakefield, MA in 2001, we still antici-
pate solid EBITDA margins consis-
tent with and as a result of our
operational processes.

During 2000, Edgewater added
exceptional talent to our industry-
focused consulting segments to
enhance our understanding of the
trends and technologies driving the
marketplace. The in-depth industry
experience we bring our clients
across financial services, manufac-
turing, supply chain, retail distribu-
tion, healthcare, and agriculture
ensures that the solutions we create
for our clients are sound on both a
business marketplace basis and a
technology basis.

To better serve our clients in the
middle market, we continue to
expand geographically. We opened
or expanded new offices in Alabama,
Arkansas, Minnesota, New Hampshire
and North Carolina, bringing our
total number of regional locations
or what we term “solutions centers”
to eight. With regional solutions 

centers, we can leverage our virtual 
development environment while
providing high quality systems inte-
gration and eBusiness solutions
more rapidly and cost-effectively.
This allows us to hire talented pro-
fessionals in these regional centers
more easily than we could in major
market cities, which tend to be more
competitive hiring centers. We were
able to grow our staff to more than
250 by year-end without sacrificing
our recruiting standards and our
cash profitability.

As we look towards the future, 
creating a global presence becomes
part of our growth strategy.
Edgewater has delivered solutions
in a diverse number of locations,
across the United States along with
Europe and Asia. The time has
come in 2001 to look at a more
permanent global presence to take
advantage of the increasingly inte-
grated economy and better serve
our global middle market clients.

In the past, Edgewater has been a
quiet and humble company, known
predominantly in the northeast
region of the country. I am happy to
say we have begun to change that
with the addition of a professional
sales force and increased invest-
ment in marketing to promote
Edgewater’s proven track record in
providing eServices and technology-
based solutions. We look forward to
the coming year. 

Sincerely,

Shirley Singleton
President and CEO
Edgewater, eSolutions Division

F R O M  T H E  P R E S I D E N T  A N D  C E O  O F
E D G E W AT E R ,  O U R  e S O L U T I O N S  D I V I S I O N

Shirley Singleton
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D E L I V E R Y  E X C E L L E N C E

In today’s eBusiness services market, proven delivery excellence is critical to attracting, winning
and retaining clients. A consistent track record is crucial to building trust, which is only attainable
through high quality service and implementation of systems that work.
Edgewater has an enviable delivery history that is built upon nine years of proven methodology

and processes. Edgewater’s delivery excellence is a derivative of a well-defined business plan,
highly trained professionals, strong technical expertise, established implementation and support
methodologies and most importantly, effective and continued communication throughout
the entire process.

Edgewater consistently delivers results-driven and quantifiable solutions that provide business
benefits to its clients.

A STUDY IN SUCCESS:

Streamlining The Supply Chain
For The Shipley Company

Edgewater Technology: 

■ 100% Dedicated to Successful Implementations

■ Development that works has developed trust 
with our clients

■ Delivered $80 million worth of projects on 
time and within budget

■ Brings customer solutions to the market 
quickly with tangible Return on Investments

■ Strong Operational Controls/Processes 

■ Experienced Project Management Team
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The year 2000 will be remembered as the year many solutions providers realized the need
to accept reality and return to business basics. Many organizations, of which some no longer
exist, grew too quickly and are now paying the price with declining revenues, working

capital, and market share. Edgewater never abandoned the business basics. According to various
industry analysts, it is anticipated that in 2001, cash profitability will be a benchmark of success for
solutions providers and they will assess their opportunities and clients more carefully. 

In today’s world, our customers want to know that we will be in business now and in the future—
our positive cash flow and solid balance sheet provides that assurance. We believe Edgewater
Technology is one of the strongest solutions providers in the sector through the development and
deployment of Internet solutions to middle market companies in under-served geographic markets.
Since the Company’s founding in 1992, the original management team has built a company
that is defined by a record of operational excellence, consistent growth and cash earnings. The
Company’s 2000 annual revenue growth rate of over 50% was achieved while maintaining gross
margin in the 50% range and annualized utilization rates held strong at close to 80%.

Edgewater supports its customers by continuing to explore new technologies while consistently
maintaining efficiencies, processes, and overall performance sometimes passing up short-lived
hyper growth for consistent financial performance and strong operational metrics.

5

BACKGROUND

The Shipley Company, a

division of Rohm and Haas,

specializes in high-perform-

ance, value-added chemical

and process technology for

the electronics and surface

finishing industries. Through

the use of web-enabled tech-

nologies, Shipley sought to

enhance its engineering sup-

port and service efforts to

provide readily accessible

product, process, and trou-

bleshooting information. The

solution needed to support

high availability  with the

capacity to rapidly update

content and process changes

for customer use.

BUSINESS SOLUTION

The system is a web-based

knowledge management

application using the eGain

Knowledge package. Users are

able to navigate through struc-

tured questions and content

or perform direct-to-solution

searches to access required

information. Unstructured infor-

mation and documentation is

also available based on user pro-

files and permissions. The result

is a secure, comprehensive web-

based resource for internal and

external customers alike. 

BENEFITS

■ Improved customer service

by providing immediate

self-help, tailored support,

and problem resolution.

■ Supports strategic migration

toward internet-based, 

electronic channels.

■ Reduces cost of delivery by

focusing engineering support

on most complex problems

and issues.

■ Providing a common knowl-

edge base and reference

point for both internal and

external users.

S T R O N G  O P E R AT I O N A L  M E T R I C S

TECHNOLOGIES/TOOLS

Shipley’s solution utilizes

the following:

■ eGain Knowledge

■ BEA Weblogic Server

■ Sun Solaris

■ Microsoft Internet 

Information Server 4.0

■ Microsoft Windows

(95/98/NT/2000)

■ Java Servlets

■ Enterprise JavaBeans

■ Java Server Pages
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T E C H N O L O G Y  E X C E L L E N C E

Edgewater Technology extends proven key
strategic technologies through the focus of
vertical business practices to build scalable cus-

tom solutions providing solid return on investment
(ROI) and thereby competitive advantage to the client.

Key technology is identified by projecting it
along a time-based maturity curve or wave.
Technology ascends the curve as it gains wider
R&D recognition and descends the curve as it
solidifies broad market acceptance and com-
modity status. It is only at the apex of the curve
that competitive advantage is achieved. This is
the point where the technology is business ready,
but not apparent to all that it will be the future
mainstream. This is the crest of the technology
wave Edgewater helps its customers ride, by
identifying each successive wave to catch for the
maximum ROI ride.

Edgewater’s areas of technical expertise for
which we deploy our methodology include
web-based solutions; architectural strategy;
Internet/Intranet/Extranet; e-commerce; com-
puter telephony; transaction processing and
legacy system integration.

■ Provides a “full circle” of services from
strategy to development to hosting/ 
support—a single point of contact

■ In-house expertise along with industry 
partners enables us to offer 
comprehensive solutions

■ Premier provider of end-to-end 
eSolutions emphasizing strong 
technology skills to implement
market leading platforms and products

6

EDGEWEWE AWAW TERATERA

E D G E W AT E R ’ S  P L A C E  I N
T H E  T E C H N O L O G Y  C U R V E

■ Research and Development ■ Useful Life ■ Optimum Use

“Key technology is identified by projecting it along a time-based
maturity curve or wave. Technology ascends the curve as it gains
wider R&D recognition and descends the curve as it solidifies
broad market acceptance and commodity status. It is only at the
apex of the curve that competitive advantage is achieved.”

—David Clancey, CTO, Edgewater Technology
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The middle market, defined as companies and/or subsidiaries of large corporations with
$50 million to $1 billion in revenues, is a large growing segment of the economy. We
believe that the middle market is currently under-served by providers of much needed

eSolutions systems and development, and faces significant challenges in its effort to capitalize
on the opportunities that the Internet offers.

According to Gartner Research, small-to-midsize enterprises are still dabbling in the first wave
and they will soon be on the lookout for professional services partners to fulfill their eVisions.
Gartner Research foresees that by 2004, small-to-midsize enterprises (SMEs) will dominate spend-
ing on external service providers or information technology (IT) services companies to launch their
e-business efforts and to take them to the highest level of adoption, where eBusiness becomes
business as usual. Gartner’s research also shows that spending on IT services providers will grow
from about $75 billion in 2000 to almost $530 billion by 2005. 

Edgewater is positioned to serve the technology needs of the middle market through its strategy
of positioning solutions centers in the second tier cities in which middle market enterprises typically
reside. This strategy not only opens up the middle market from a sales perspective, but also opens
up a wealth of recruiting opportunities. By positioning solutions centers in or near the second-tier
cities, Edgewater is able to service the middle market by sourcing projects across regional solutions
centers. This allows Edgewater to create a virtual development environment
that allows for efficiencies in staff management while servicing a
market that is introducing IT into their business plans in order to
gain advantages over their competitors. SME businesses that
represent about 41% of the purchased of e-business
services in 2000 will represent about 57% by 2004. With
these statistics and Edgewater’s strategy to service the
middle market, there are great opportunities for 
IT vendors—like Edgewater Technology.

M I D D L E  M A R K E T  F O C U S

Second
Tier Cities

Middle
Market

Companies

500–4,500
Employees

$50 million–
$1 billion

Total
Revenue

■ Our unique approach focuses on the 
underserved Middle Market

■ There are between 75,000 to 100,000 
US-based companies that fall into this category

7
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V E R T I C A L  E X P E R T I S E

Technology alone does not solve any business need or provide ROI.
Technology that is crucial to one business is a drain on another. In
some cases, an older proven technology will solve a piece of the

problem, while another aspect is best served by leapfrogging an entire gen-
eration of technology platform. Business focus is required to make that
determination and that is provided though classical vertical disciplines;
financial services, retail, medical/health, and food/agriculture. To refine and
develop each unique client vision, Edgewater brings a deep base of verti-
cal industry knowledge together with a broad base of key strategic
technology. Only this methodology and discipline can build strategies
and supporting systems, which scale and provide ongoing client value.

Edgewater uses an iterative development methodology, with a focus on
quality assurance and project management, to achieve rapid deployment
capability and success in assisting organizations move through the barriers
of technology transition. The primary vertical markets where we have devel-
oped core competencies and deliver our products and services include
eTail/Retail; Financial Services; Food and Agriculture; Healthcare; Supply
Chain; Transportation and Logistics; and Emerging Markets.

■ Delivers products and services to those vertical
markets where core competencies preside
which include eTail/Retail; Financial Services;
Food and Agriculture; Healthcare; Supply 
Chain; Transportation and Logistics; and
Emerging Markets

■ Brings vertical industry knowledge together with
a broad base of key strategic technologies

■ Leverage experienced, trained consultants
with a wide array of vertical expertise

■ Understand a client’s business which enables
the building of strategies and supporting 
systems, which scale and provide ongoing
client value

Identify
Market

Research
Objective

Design
Solution

Implement
Solution

Provide
Support
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S E L E C T E D  F I N A N C I A L  D ATA

Selected Historical Financial Information
The following selected historical financial results for all periods presented under this caption have been restated to

present our Commercial segment, Robert Walters, Strategic Legal, IntelliMark and ClinForce businesses and divisions as
discontinued operations. Our eSolutions segment was acquired effective April 1, 1999 and the following selected historical
financial information presents postacquisition financial results only for this segment. We believe that the “Selected
Historical Financial Information” should be read in conjunction with our audited financial statements, notes to the financial
statements and “Other Summary Financial Information” reported under this caption and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” included elsewhere in this Annual Report.

Years Ended December 31, 2000 1999 1998 1997 1996
(In Thousands, Except Per Share Data)
Statement of Operations Data:

Revenues $  31,542 $ 15,040 $       — $       — $   —
Cost of services 15,577 6,912 — — —
Gross profit 15,965 8,128 — — —
Operating expenses:

Selling, general and administrative (1) 14,411 9,107 — — —
Depreciation and amortization 5,078 895 — — —

Operating loss (3,524) (1,874) — — —
Interest income (expense) and other, net 3,077 (1,099) — — —
Loss before income taxes and extraordinary item (447) (2,973) — — —
Income tax provision (benefit) (2) 1,234 (875) — — —

Net loss from continuing operations 
before extraordinary item (1,681) (2,098) — — —

(Loss) income from discontinued operations (113,534) 32,311 18,639 20,262 7,478
Gain from discontinued operations 64,368 — — — —
Extraordinary item, net of applicable taxes (360) — — — —

Net (loss) income $ (51,207) $ 30,213 $ 18,639 $ 20,262 $ 7,478
EBITDA (3) $   1,554 $ (979) $       — $       — $   —

Basic earnings per share (4):
Continuing operations $(0.06) $(0.07) $  — $  — $  —
Discontinued operations $(1.68) $ 1.10 $0.65 $0.84 $0.65
Extraordinary item $(0.01) $    — $   — $   — $   —
Net (loss) income $(1.75) $ 1.03 $0.65 $0.84 $0.65
EBITDA (3) $ 0.05 $(0.03) $  — $  — $  —

Diluted earnings per share (4):
Continuing operations $(0.06) $(0.07) $  — $  — $  —
Discontinued operations $(1.68) $ 1.09 $0.63 $0.82 $0.64
Extraordinary item $(0.01) $    — $   — $   — $   —
Net (loss) income $(1.75) $ 1.02 $0.63 $0.82 $0.64
EBITDA (3) $ 0.05 $(0.03) $  — $  — $  —

As of December 31, 2000 1999 1998 1997 1996
Balance Sheet Data (4):

Working capital $ 158,154 $ 13,122 $  (1,433) $   6,632 $       —
Net assets from discontinued operations 14,831 543,601 459,355 234,963 66,688
Total assets 254,700 614,059 470,324 239,905 66,688
Long-term debt, including current maturities — 291,090 176,700 12,000 —
Stockholders’ equity 237,245 293,049 260,825 219,836 66,688

(1) Included in Selling, General and Administrative Expense (“SG&A”) are corporate costs of $3.1 million and $5.0 million for 2000 and 
1999, respectively, that were not allocable to our eSolutions business unit. These costs were incurred in historical periods based
on a larger public company and a different corporate structure and are not necessarily indicative of corporate costs that will be
necessary to operate our eSolutions business unit as a stand-alone public company.

(2) The federal income tax provision primarily results from nondeductible goodwill amortization. These taxes will not be paid out in 
cash as we will utilize net operating losses to offset these taxes.

(3) Earnings Before Interest, Taxes, Depreciation and Amortization (“EBITDA”) is calculated by adding Depreciation and Amortization 
Expense to Operating Loss.

(4) The earnings per share information for the 2000 fiscal year and balance sheet information as of December 31, 2000 do not take into
account the consummation of an issuer tender offer on January 30, 2001, pursuant to which we acquired 16.25 million of our common
shares for $130 million, resulting in less than 12.5 million of our common shares being outstanding on that date. Additionally, we consum-
mated the ClinForce business sale (the “Transaction”) and received $31 million of cash on March 16, 2001. Taking into account the con-
summation of the issuer tender offer and the Transaction and our operations from January 1, 2001 through March 20, 2001, we had cash
and cash equivalents of $45.0 million as of March 20, 2001, prior to paying accrued liabilities relating to expenses involving the sale of our 
non-eSolutions businesses and the transition of our corporate headquarters from Arkansas to Massachusetts. Ed
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Other Summary Financial Information
The following table presents pro forma and predecessor financial results of our eSolutions business as well as 2000

historical information. The pro forma financial results for 1999 include the preacquisition results of Edgewater for the
first quarter of 1999, along with the nine (9) months of our results (postacquisition) for the period from April 1, 1999
through December 31, 1999. The predecessor financial information for 1996, 1997 and 1998 represent solely the results
of the eSolutions business and do not include any of our financial results. The Edgewater first quarter 1999 information
and predecessor information for the periods presented does not take into account the allocation of corporate SG&A
that is associated with operating a public company or amortization of intangibles which were a result of the acquisition.
Accordingly, the information in the following table may not be indicative of the future results of our eSolutions business
as a stand-alone public company.

Years Ended December 31,

Historical Pro Forma Predecessor
2000 1999 1998 1997 1996

(In Thousands, Except Per Share Data)
Statement of Operations Data:

Revenues $31,542 $19,830 $17,722 $13,670 $11,346
Cost of services 15,577 8,998 7,379 5,727 5,672

Gross profit 15,965 10,832 10,343 7,943 5,674
Operating expenses:

Selling, general and administrative (1) 14,411 10,344 6,491 6,700 4,698
Depreciation and amortization 5,078 1,024 501 581 433

Operating (loss) income (3,524) (536) 3,351 662 543
Interest income (expense) and other, net 3,077 (1,166) (199) (230) (211)

(Loss) income before income taxes (447) (1,702) 3,152 432 332
Income tax provision (benefit) (2) 1,234 (501) 1,230 174 148

Net (loss) income from continuing operations $ (1,681) $ (1,201) $ 1,922 $    258 $    184

EBITDA (3) $ 1,554 $    488 $ 3,852 $ 1,243 $    976

Basic and diluted earnings per share (4):
Continuing operations $(0.06) $(0.04)
EBITDA (3) $ 0.05 $ 0.02

(1) Included in SG&A are corporate costs of $3.1 million and $5.0 million for 2000 and 1999, respectively, that were not allocable to our 
eSolutions business unit. These costs were incurred in historical periods based on a larger public company and a different corpo-
rate structure and are not necessarily indicative of corporate costs that will be necessary to operate our eSolutions business unit as
a stand-alone public company.

(2) The federal income tax provision primarily results from nondeductible goodwill amortization. These taxes will not be paid out in 
cash as we will utilize net operating losses to offset these taxes.

(3) EBITDA is calculated by adding Depreciation and Amortization Expense to Operating (Loss) Income.
(4) The earnings per share information for the 2000 fiscal year does not take into account the consummation of an issuer tender offer 

on January 30, 2001, pursuant to which we acquired 16.25 million of our common shares for $130 million, resulting in less than 
12.5 million of our common shares being outstanding on that date.
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The following discussion should be read in conjunction
with the “Selected Financial Data,” and our audited
financial statements and the related notes thereto
appearing elsewhere in this Annual Report.

Background
During the first quarter of 1999, market values for

publicly traded staffing companies such as Edgewater
Technology, Inc. (then known as StaffMark, Inc.) began to
decline. At that time, we were engaged in the temporary
and permanent placement and staffing services busi-
nesses, including light industrial and commercial staffing,
finance and accounting staffing and placement, traditional
information technology (“IT”) staffing and solutions serv-
ices (excluding eSolutions project work), legal staffing and
placement services and clinical trials staffing and services.
For many staffing companies, this downward trend subse-
quently continued or deteriorated further and was com-
pounded by a Year 2000-related slowdown in demand for
IT staffing. These circumstances contributed to depressed
market valuations for publicly traded entities such as
Edgewater Technology, Inc.

In response to these developments and with guidance
from our financial advisor Credit Suisse First Boston, we
began to explore, during the second half of 1999, strategic
alternatives for each of our business platforms in an effort
to maximize stockholder value. After evaluating our tradi-
tional businesses, our eSolutions business and our debt lev-
els, management and the Board of Directors chose to take
decisive action. We have undergone a comprehensive pro-
gram to refocus future growth initiatives on our eSolutions
business and to effect the divestitures of each of our non-
eSolutions businesses. See “Discontinued Operations”
below for a discussion of the various transactions.

Our operations and services during 2000 were provided
through our eSolutions segment, Edgewater, which is a
full service provider of consulting and system integration
services. Revenues pursuant to time and materials con-
tracts are generally recognized as services are provided.
Revenues pursuant to fixed-fee contracts are generally
recognized as services are rendered using the percent-
age-of-completion method of accounting. Revenues and
earnings may fluctuate from quarter to quarter based on
the number, size and scope of projects in which we are
engaged, the contractual terms and degree of comple-
tion of such projects, any delays incurred in connection
with a project, employee utilization rates, the adequacy
of provisions for losses, the use of estimates of resources
required to complete ongoing projects, general eco-
nomic conditions and other factors. Certain significant
estimates include percentage-of-completion estimates
used for fixed price contracts and the allowance for
doubtful accounts. These items are frequently monitored
and analyzed by management for changes in facts and

circumstances and material changes in these estimates
could occur in the future. Gross profit reflects revenues
less consultant expenses whether or not the consultant’s
time is billed to a client. Gross margin is affected by the
number of workdays in a period and trends in client billings.
Any significant decline in fees billed to clients or the loss
of a significant client would adversely affect Edgewater’s
gross margins. Selling, general and administrative expenses
(“SG&A”) consist of sales and marketing, recruiting,
human resources, and administration salaries, commis-
sions and related expenses, office facilities, computer
system expenditures, professional fees, promotional
expenses, and other general corporate expenses.

Discontinued Operations
Our restructuring included the following sales transactions:

• On June 28, 2000, pursuant to a Purchase Agreement 
dated May 16, 2000 with Stephens Group, Inc., we
sold all of our subsidiaries, and the assets and liabilities
of our Commercial segment to affiliate entities of the
Stephens Group, Inc. As consideration, we received
gross proceeds of $190.1 million in cash before fees,
expenses and taxes. As part of the transaction, we sold
the name “StaffMark” as that was the name used by the
Commercial segment. As a result of the transaction, we
changed our name from “StaffMark, Inc.” to “Edgewater
Technology, Inc.” and our stock symbol from “STAF” to
“EDGW.” The proceeds from this transaction were used
to repay a portion of our outstanding borrowings under
our credit facility.

• On July 13, 2000, we sold, through two indirect wholly-
owned subsidiaries, all of our equity interest in Robert
Walters through an IPO on the London Stock Exchange.
Robert Walters had previously been the finance and
accounting placement and staffing consultancy platform
within our Professional/IT segment. Our two subsidiaries
sold 67,200,000 ordinary shares at a price of 170 pence
per share (or $2.57 at then current exchange rates). The
shares began trading on a conditional basis on the London
Stock Exchange on July 6, 2000. On July 14, 2000, the
underwriters exercised the over-allotment of 10,400,000
ordinary shares. Our share of offering gross proceeds,
including the exercise of the over-allotment option, was
$199.2 million prior to offering commissions, fees and
expenses. After repaying the remaining outstanding bor-
rowings under our credit facility, approximately $90 million
was invested in short-term securities.

• On September 22, 2000, we sold all of the outstanding 
stock of Strategic Legal, the legal staffing division
within our Professional/IT segment, to a company
owned by a group of investors including MidMark

M A N A G E M E N T ’ S  D I S C U S S I O N  A N D  A N A LY S I S  O F  
F I N A N C I A L  C O N D I T I O N  A N D  R E S U LT S  O F  O P E R AT I O N S
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Capital II, L.P. and Edwardstone & Company for $13.25
million, of which $4.25 million was represented by a
promissory note that was collected in January 2001.

• On November 16, 2000, we sold all of the outstanding 
shares of stock of our subsidiaries that comprised
IntelliMark, our IT staffing and solutions division, to 
IM Acquisition, Inc., an affiliate of Charlesbank Equity
Fund V Limited Partnership, for approximately $42.7 
million in cash, subject to potential upward or downward
post-closing adjustments.

• On December 15, 2000, we executed a definitive 
agreement to sell ClinForce, our clinical trials support
services division, to Cross Country TravCorps for
approximately $31.0 million in cash, subject to poten-
tial upward or downward post-closing adjustments (the
“Transaction”). As the closing of the Transaction was
conditioned upon our receipt of stockholder approval
and the satisfaction of other customary conditions to
closing, we held a Special Stockholders’ Meeting on
March 14, 2001, where our stockholders approved the
Transaction. We consummated the Transaction and
received proceeds on March 16, 2001. The operating
results for ClinForce were included in continuing opera-
tions in our financial statements until we received
stockholder approval (on March 14, 2001), at which
time, in accordance with Emerging Issues Task Force
No. 95-18, we reported ClinForce’s operating results as
discontinued operations, including such presentation set
forth in the accompanying financial statements. In
addition, nonrecurring restructuring charges of $3.8
million relating to the closing of our corporate head-
quarters (our former eSolutions segment headquarters
office in Wakefield, Massachusetts will become our
new corporate headquarters) have been included, 
as a result of the sale of ClinForce and consistent
with the treatment of ClinForce results, as a part 
of discontinued operations.

As a result of the completion of the above sale transac-
tions, the operating results for the Commercial segment,
Robert Walters, Strategic Legal, IntelliMark and ClinForce
have been included in discontinued operations in the
accompanying financial statements. Revenues from dis-
continued operations were $667.5 million and $1,205.8
million for 2000 and 1999, respectively. Operating (loss)
income from discontinued operations was $(145.5) million
and $65.7 million for 2000 and 1999, respectively.

Overview of eSolutions Business
Our eSolutions business is a full-service provider of

consulting and system integration services. We acquired
this business effective April 1, 1999. Edgewater is a full
service provider of e-business solutions with a particular
focus on middle market enterprises. With approximately
250 employees, the eSolutions business operates six

eSolutions centers located in Massachusetts, New Hampshire,
Arkansas, Minnesota, North Carolina and Alabama. We
focus on helping customers increase market competitive-
ness, improve customer business productivity, and reduce
operational costs through implementation of Internet
technologies. Edgewater devises systems that allow our
customers to improve and expedite the processing and
delivery of information to end users, allowing for quicker
implementation of business strategies, easier adaptation
to change, and effective delivery of results.

Edgewater offers an end-to-end platform of e-business
solutions to help organizations tackle the barriers of
technology transition, including:

(1) eStrategy—consulting services that aid customers 
in translating business goals into eSolutions strategies
by taking full advantage of Internet technologies.
eStrategy services include analyzing a customer’s
market, business processes and existing technology
infrastructure, evaluating both packaged and custom
alternative solutions and formulating recommenda-
tions for a solution or strategy. Edgewater then 
provides a tactical road map that customers can
implement immediately.

(2) eSolutions—designing, building, and deploying
large-scale enterprise-wide systems. eSolutions services
include developing and implementing custom appli-
cations as well as ‘‘blend-in’’ packaged applications to
create flexible, scalable custom solutions that inte-
grate a customer’s Web presences, customer service
and back-office legacy systems e-business applications.

(3) Support—providing a spectrum of post-deployment 
support services, including Internet application out-
sourcing, site maintenance and 7x24 hour monitoring.

The Edgewater eSolutions business, since its inception
in 1992, has continually focused on five key core values:

(1) Excellence in Execution—successfully developing and 
deploying custom solutions that meet customers’ needs;

(2) Maintaining Strong Operational Metrics—building a
growing organization with formal processes to drive
operational excellence and sustain strong metrics, such as
strong and consistent utilization rates, gross margins
historically over 50% and increasing consultant headcount;

(3) Middle Market Focus—positioning Edgewater 
service offerings to middle market companies, or divi-
sions of companies, with annual revenues of between
$50 million and $1 billion and organizations in under-
served smaller cities through strategically positioned
regional solutions centers;
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(4) Vertical Expertise—integrating our business and 
technology skills to create competitive advantages for
our customers among a multitude of industries; and

(5) Technology Excellence—utilizing innovative 
technology to build and deploy complex and scalable
high-volume systems.

Financial Information
The financial results for all periods presented have been

restated to present the Commercial segment, Robert
Walters, Strategic Legal, IntelliMark and ClinForce as dis-
continued operations. The financial information provided
below has been rounded in order to simplify its presentation.

The amounts and percentages below have been calculated
using the detailed financial information contained in the
audited financial statements, the notes thereto and the
other financial data included in this Annual Report. Earnings
before interest, taxes, depreciation and amortization
(“EBITDA”) is included in the following table and discus-
sion because we believe the year-to-year change in
EBITDA is a meaningful measure since the non-cash
expenses of depreciation and amortization have a signifi-
cant impact on operating (loss) income and operating
margins. EBITDA should not be construed as an alterna-
tive measure of the amount of our income or cash flows
from operating activities as EBITDA excludes certain
significant costs of doing business.

Years Ended Pro
December 31, (1) Forma (2)

2000 1999 1999

(In Thousands, Except Per Share Data)
Revenues $31,542 $15,040 $19,830
Cost of services 15,577 6,912 8,998

Gross profit 15,965 8,128 10,832
Operating expenses:

Selling, general and administrative (3) 14,411 9,107 10,344
Depreciation and amortization 5,078 895 1,024

Operating loss (3,524) (1,874) (536)
Interest income (expense) and other, net 3,077 (1,099) (1,166)

(Loss) income before income taxes (447) (2,973) (1,702)
Income tax provision (benefit) (4) 1,234 (875) (501)

Net loss from continuing operations $ (1,681) $ (2,098) $ (1,201)

EBITDA $ 1,554 $   (979) $    488

(1) This information represents eSolutions activity for the period following the effective date of our Edgewater Technology, Inc. 
acquisition in 1999 which was for the period of April 1, 1999 through December 31, 1999.

(2) The pro forma 1999 information includes the first quarter of 1999 prior to our ownership of our eSolutions business unit and the 
nine months of 1999 that we owned our eSolutions business unit.

(3) Included in SG&A are corporate costs of $3.1 million and $5.0 million for 2000 and 1999, respectively, that were not allocable to our 
eSolutions business unit. These costs were incurred in historical periods based on a larger public company and a different corpo-
rate structure and are not necessarily indicative of corporate costs that will be necessary to operate our eSolutions business unit
as a stand-alone public company.

(4) The federal income tax provision primarily results from nondeductible goodwill amortization. These taxes will not be paid out in 
cash as we will utilize net operating losses to offset these taxes.

Results for the Year Ended December 31, 2000 Compared
to Results for the Year Ended December 31, 1999

Revenues. Revenues increased $16.5 million, or 109.7%,
to $31.5 million for 2000 compared to $15.0 million for
1999. The primary reason for this increase is the inclusion
of Edgewater for the entire year in 2000, as we acquired
our eSolutions segment effective April 1, 1999. Revenues
also increased due to new customers, higher revenues
from existing customers and higher billable headcount
as we opened new offices in Arkansas, Minnesota and

New Hampshire during 2000. Revenues increased $11.7
million, or 59.1%, year over year on a pro forma basis
that includes preacquisition Edgewater results for the first
quarter of 1999. Although revenues increased from 1999
to 2000, approximately $0.5 million of revenues were lost
when our Wakefield office was closed during the last
week of December following the Wakefield tragedy.
Project backlog was $10.9 million at December 31, 2000,
up 38% over 1999.
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Gross Profit. Gross profit increased $7.8 million, or
96.4%, to $16.0 million for 2000 compared to $8.1 mil-
lion for 1999. Gross profit increased due to increased rev-
enue and from the inclusion of Edgewater for the entire
period in 2000. Gross profit increased $5.1 million, or
47.4%, year over year on a pro forma basis that includes
Edgewater’s preacquisition results for the first quarter of
1999. Gross profit as a percentage of revenue decreased
from 54.0% in 1999 to 50.6% in 2000. Including Edgewater’s
preacquisition results for the first quarter of 1999, pro
forma gross margin was 54.6% in 1999. While utilization
rates were above 80% during 2000, gross margin was
lower than the prior year primarily as a result of the
planned increase in consultant bench time during 2000
that was necessary for future growth.

SG&A. SG&A increased $5.3 million, or 58.5%, to
$14.4 million for 2000 compared to $9.1 million for 1999.
SG&A as a percentage of revenue was 45.7% and 60.6%
for 2000 and 1999, respectively, and 52.2% in 1999 on a
pro forma basis that includes preacquisition results for
Edgewater for the first quarter of 1999. Edgewater’s
SG&A increased as a result of our planned increase in
consultants, as well as planned increases in sales, market-
ing and recruiting expenses to support our eSolutions
revenue growth plans. Unallocated corporate SG&A was
$3.1 million and $5.0 million for 2000 and 1999, respec-
tively, and decreased primarily as a result of our corpo-
rate downsizing, which was due to the divestiture of our
non-eSolutions businesses and divisions. As these unallo-
cated corporate costs were incurred in historical periods
based on a larger public company and a different corporate
structure, these costs are not necessarily indicative of the
future corporate costs that will be necessary to operate our
eSolutions business unit as a stand-alone public company.

EBITDA. EBITDA increased $2.6 million to $1.6 million
for 2000 as compared to $(1.0) million for 1999. Pro forma
EBITDA for 1999 including Edgewater’s preacquisition
results for the first quarter of 1999 was $0.5 million.
EBITDA as a percentage of revenues was 4.9% and
(6.5)% for 2000 and 1999, respectively, and 2.5% on a
pro forma basis taking into account Edgewater’s first
quarter 1999 preacquisition results. The increase in
EBITDA is primarily the result of the increased revenues
at our eSolutions division and a decrease in unallocated
corporate SG&A. EBITDA margin increased in the current
year as a result of reduced unallocated corporate SG&A,
offset by increased SG&A at Edgewater. EBITDA and
EBITDA margins were negatively affected by the closing
of our Wakefield office during the last week of December
2000 following the Wakefield tragedy.

Depreciation and Amortization Expense. Depreciation
and amortization expense increased $4.2 million to $5.1
million for 2000 as compared to $0.9 million for 1999.
Depreciation and amortization expense increased $4.1
million over the pro forma 1999 results that include

Edgewater’s first quarter 1999 preacquisition results. This
increase is attributable to a change in the life in which
goodwill is being amortized for Edgewater. Effective
January 1, 2000, the goodwill associated with the
Edgewater acquisition began being amortized over a
10-year period, as opposed to the 30-year life that was
established in April 1999 when Edgewater was acquired
and operated as part of the Professional/IT segment. This
change, which resulted in increased quarterly amortization
expense of approximately $0.6 million, was made as the
result of an independent valuation when we separated
eSolutions as a separate business segment. In addition,
as a result of an independent appraisal we initiated during
the fall of 2000, we reallocated the Edgewater purchase
price between goodwill and intangible assets. Useful
lives relating to these intangible assets and goodwill
were established which resulted in increased amortization
expense of approximately $0.5 million in the fourth
quarter of 2000 and will result in a $0.2 million increase
in amortization expense in 2001.

Operating Loss. Operating loss increased $1.6 million
to $3.5 million for 2000 compared to $1.9 million for the
same period last year and increased $3.0 million com-
pared to $0.6 million pro forma 1999 results that include
Edgewater’s first quarter 1999 preacquisition results.
Operating loss increased from the prior year primarily
due to higher amortization expense of $3.9 million and
our planned increase in consultants as well as planned
increases in sales, marketing and recruiting expenses to
support our eSolutions revenue growth plans.

Interest Income (Expense), Net. We earned net interest
income of $2.3 million for 2000 as compared to the
incurrence of interest expense of $1.1 million for 1999.
Interest expense was primarily related to borrowings on
our Credit Facility (as defined below) to fund working
capital requirements, the cash portion of our acquisitions
and additions to property and equipment. Using the pro-
ceeds from the sale of our various divisions, all borrow-
ings were repaid in July 2000 and excess cash amounts
have been placed in short-term investments, used to
fund the Tender Offer, repurchases of shares of our com-
mon stock under our stock purchase program and for
general corporate purposes. Interest income is primarily
related to interest generated from the investment of
excess cash amounts.

Net Loss from Continuing Operations. Net loss from con-
tinuing operations decreased $0.4 million, or 19.9%, to $1.7
for 2000 as compared to $2.1 million in 1999 and increased
$0.5 million as compared to $1.2 million for 1999 pro forma
results that include Edgewater’s first quarter 1999 preacquisi-
tion results. In addition to the issues discussed above, such
as the increase in amortization, the net loss from continuing
operations for 2000 increased as a result of a required fed-
eral tax provision of $1.4 million due to non-deductible
goodwill amortization from the eSolutions business. These
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taxes will not be paid out in cash as we will utilize net oper-
ating losses to offset such taxes. Our tax losses relate to the
sale of our non-eSolutions businesses and divisions and
resulted in a deferred tax asset of approximately $26.6 mil-
lion for use to offset taxable income in future years and a
receivable of approximately $16.1 million related to a 
carryback claim to recover prior years’ taxes.

Results for the Year Ended December 31, 1999 Compared
to Results for the Year Ended December 31, 1998

As our eSolutions segment was acquired effective April 1,
1999, no operating results for Edgewater were reported
during 1998 or for the first quarter of 1999. For the nine
months ended December 31, 1999, Edgewater reported
revenue of $15.0 million, EBITDA of $4.0 million (26.9%
of revenue) and operating income of $3.2 million (21.0%
of revenue). On a pro forma basis taking into account
Edgewater’s first quarter 1999 preacquisition results, our
eSolutions segment had revenues of $19.8 million, EBITDA
of $5.5 million and operating income of $4.5 million. As
a result of the various strategic alternatives transactions,
operating results for the non-eSolutions businesses are
included in discontinued operations for all periods pre-
sented for which greater detail is included in “Selected
Financial Data” and “Financial Statements and
Supplementary Data.”

Liquidity and Capital Resources
Our primary historical sources of funds are from opera-

tions, the proceeds from securities offerings, if any, and
borrowings under our former credit facility with a consor-
tium of banks (the “Credit Facility”). Our principal histori-
cal uses of cash have been to fund acquisitions, working
capital requirements and capital expenditures. We gener-
ally pay our consultants and associates bi-weekly for their
services, while receiving payments from customers 30 to
60 days from the date of the invoice.

The gross proceeds from the Commercial segment and
Robert Walters transactions were used to repay our out-
standing borrowings under the Credit Facility of approxi-
mately $288 million. The remaining transaction proceeds
were invested in cash and short-term marketable securi-
ties and were used to fund the Tender Offer, repurchase
shares of our common stock under our stock purchase
program and for general corporate purposes. In July
2000, the Board of Directors authorized management,
subject to legal requirements, to initially use up to $30
million to repurchase our common stock over the course
of the next twelve months (unless shortened or extended
by the Board of Directors). Repurchases have been and
will be made from time to time on the open market at
prevailing market prices or in negotiated transactions
off the market. Under this program during 2000 and
through March 20, 2001, we have repurchased 1.3 million
shares of our common stock for approximately $7.8 million.

The Credit Facility was secured by all of the issued and
outstanding capital stock of our domestic subsidiaries
and 65% of the issued and outstanding capital stock of
our first-tier foreign subsidiaries. Interest on any borrow-
ings was computed at our option of either the bank
group’s prime rate or the London interbank offered rate,
incrementally adjusted based on our operating leverage
ratios. We paid a quarterly facility fee determined by
multiplying the total amount of the Credit Facility by a
percentage, which varied based on our operating lever-
age ratios. In May 1999, we expanded the Credit Facility
from $300 million to $325 million. Additionally, during
December 1999, we obtained a commitment from two
members of our Credit Facility to increase our borrowing
capacity for an additional $10 million through January
2000 as a buffer for unexpected Year 2000 issues. This
$10 million borrowing increase was not utilized by us. 
On March 31, 2000, the maximum amount of borrowings
under the Credit Facility reverted back to $300 million. 
In April 2000, we obtained a commitment from one
member of our Credit Facility to increase our borrowing
capacity for an additional $7.5 million through May 2000
as a buffer for unexpected costs. This $7.5 million borrow-
ing increase was never utilized by us. The $300 million
portion of the Credit Facility was scheduled to mature in
August 2003. Under the Credit Facility, we had net pay-
ments of $291.2 million in 2000 and net borrowings of
$114.4 million in 1999. The majority of our borrowings
were used to pay the cash consideration for several of our
acquisitions and for general corporate purposes. In July
2000, we paid-off all of our outstanding borrowings under
the Credit Facility and terminated the Credit Facility.

On December 21, 2000, we commenced the Tender
Offer, which expired on January 23, 2001, and we acquired
(effective January 30, 2001) 16.25 million shares of our
common stock at the Tender Offer Price for aggregate
consideration of $130 million, and common stock subject
to certain vested in-the-money stock options for aggre-
gate consideration of $0.2 million. Taking into account
the consummation of the Tender Offer, the consummation
of the Transaction and our operations from January 1,
2001 through March 20, 2001, we had cash and cash
equivalents of $45.0 million as of March 20, 2001.

Net cash provided by continuing operating activities
was $5.5 million and $1.3 million for 2000 and 1999,
respectively. The net cash provided by continuing operat-
ing activities for the periods presented was primarily
attributable to net (loss) income and changes in operating
assets and liabilities.

Net cash provided by (used in) continuing investing
activities was $444.6 million and $(42.9) million for 2000
and 1999, respectively. Cash provided by continuing invest-
ing activities was primarily attributable to the proceeds
from the sale of our various non-eSolutions divisions and
cash used in continuing investing activities was primarily
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attributable to cash paid for acquisitions and for addi-
tional contingent consideration paid for acquisitions
completed during prior periods.

Net cash (used in) provided by continuing financing
was $(297.3) million and $113.5 million for 2000 and
1999, respectively. Cash used in continuing financing
activities was primarily related to the repayment of bor-
rowings under our Credit Facility. Cash provided by
financing activities was primarily related to borrowings
under our Credit Facility to finance several of the acquisi-
tions and contingent consideration payments completed
during these periods.

As a result of the above, and as a result of cash flows
from discontinued operations, our combined cash and
cash equivalents increased $141.6 million in 2000 and
decreased $9.1 million in 1999.

We believe that our cash flows from operations and
available cash will provide sufficient liquidity for our exist-
ing operations for the foreseeable future. We periodically
reassess the adequacy of our liquidity position, taking into
consideration current and anticipated operating cash flow,
anticipated capital expenditures, potential dividends,
stock repurchases or business combinations, and public 
or private offerings of debt or equity securities.

Recent Accounting Pronouncements
In December 1999, the Securities and Exchange

Commission (“SEC”) issued Staff Accounting Bulletin
(“SAB”) No. 101, “Revenue Recognition.” This bulletin,
as amended, established guidelines for revenue recogni-
tion and originally was effective for periods beginning
after March 15, 2000. In June 2000, the SEC announced
that the effective date of SAB 101 was being delayed
until no later than the quarter ending December 31, 2000.
Our revenue recognition policy complies with the pro-
nouncement and, accordingly, there was no impact of
adopting this new guidance in 2000.

In March 2000, the Financial Accounting Standards
Board issued Interpretation No. 44, “Accounting for
Certain Transactions Involving Stock Compensation—
An Interpretation of APB Opinion No. 25,” (“FIN 44”).
FIN 44 clarifies the application of APB Opinion 25 and,

among other issues, clarifies the following: (a) the defi-
nition of an employee for purposes of applying APB
Opinion 25, (b) the criteria for determining whether a
stock ownership plan qualifies as noncompensatory, (c)
the accounting implications of various modifications to
the terms of a previously fixed stock option or award,
and (d) the accounting for the exchange of stock com-
pensation awards in a business combination. FIN 44 is
effective July 1, 2000 and the effects of applying FIN 44
are recognized on a prospective basis. The adoption of
this interpretation did not have a material impact on our
financial condition or results of operations.

Market Risk
In 1998, we entered into fixed interest rate swap

agreements with a notional amount of $60.0 million
related to borrowings under the Credit Facility to hedge
against increases in interest rates which would increase
the cost of variable rate borrowings under the Credit
Facility. In May 2000, we terminated the agreements and
recognized the proceeds as an asset to be amortized
over the original life of the contracts. These swaps did
not have a material impact on recorded interest expense
during the periods presented. In July 2000, in conjunction
with the repayment and termination of the Credit Facility,
we wrote off the unamortized balance and recognized a
gain of approximately $1.0 million on these swaps in the
accompanying financial statements.

Our involvement with derivative financial instruments
was limited to the interest rate swap agreements discussed
above. We entered into these agreements as hedges
against increases in interest rates which would increase
the cost of its variable rate borrowings under our Credit
Facility. Conversely, we were exposed to the risk that the
cost of those borrowings would be higher than the amount
computed under our Credit Facility should interest rates
decline. In addition, we were exposed to credit risk in the
event of non-performance by the bank facilitating these
agreements but had no off-balance-sheet risk of account-
ing loss related to these agreements. At December 31,
2000, we had no open foreign currency derivatives.
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Forward-Looking Statements
Some of the statements in this 2000 Annual Report to Stockholders constitute forward-looking statements under Section 27A of the Securities Act

of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, including statements made with respect to planned
Edgewater eSolutions unit positioning, the corporate headquarters move, customer assistance in exploiting technology and ROI, competitive and
strategic initiatives, industry growth estimates for the IT services market and submarkets, potential stock repurchases, and future liquidity needs.
These statements involve known and unknown risks, uncertainties and other factors that may cause results, levels of activity, growth, performance, or
achievements to be materially different from any future results, levels of activity, growth, performance, or achievements expressed or implied by such
forward-looking statements. The forward-looking statements included in this Annual Report relate to future events or our future financial perform-
ance. In some cases, you can identify forward-looking statements by terminology such as “may,” “should,” “believe,” “anticipate,” “future,” “for-
ward,” “potential,” “estimate,” “encourage,” “opportunity,” “decide,” “goal,” “objective,” “quality,” “growth,” “leader,” “expect,” “intend,”
“plan,” “expand,” “focus,” “build,” “through,” “strategy,” “expiration,” “provide,” “hope,” “offer,” “maximize,” “meet,” “allow,” “strengthen,”
“allowed,” “represent,” “commitment,” “lend,” “create,” “implement,” “result,” “seek,” “increase,” “add,” “find,” “establish,” “pursue,” “feel,”
“work,” “perform,” “make,” “continue,” “strike,” “can,” “will,” “going,” “include,” or the negative of such terms or comparable terminology. These
forward-looking statements inherently involve certain risks and uncertainties, although they are based on our current plans or assessments which are
believed to be reasonable as of the date of this Annual Report. Factors that may cause actual results, goals, targets or objectives to differ materially
from those contemplated, projected, forecast, estimated, anticipated, planned or budgeted in such forward-looking statements include, among 
others, the following possibilities: (1) potential miscalculations of the capital requirements, competitive and strategic repositioning and growth of
Edgewater’s eSolutions unit; (2) inability to effect a business combination, execute upon growth objectives, pay a dividend or repurchase shares in
the future on terms acceptable to us; (3) changes in industry trends, such as decline in the demand for eSolutions services, whether on a temporary
or permanent basis; (4) adverse developments and volatility involving debt, equity, currency or technology market conditions; (5) the occurrence of
lawsuits or adverse results in litigation matters; (6) failure to obtain new customers or retain significant existing customers; (7) loss of key executives;
(8) general economic, technology business conditions (whether foreign, national, state or local) which include, but are not limited to, changes in
technology innovation deployment or adaptation or changes in interest or currently exchange rates; (9) failure of the middle market and the
needs of middle market enterprises for e-business services to develop as anticipated; (10) inability to recruit and retain professionals with the
high level of information technology skills and experience needed to provide our services; (11) the inability to collect the $16.1 million
receivable relating to the use of net operating losses to recover prior years’ taxes; and/or (12) any changes in ownership that would result in a
limitation on the use of the net operating loss carry-forward under applicable tax laws, which is referred to as a deferred tax asset of approxi-
mately $26.6 million in this Annual Report. In evaluating these statements, you should specifically consider various factors described above
and those set forth in our Form 10-K under the heading “Business—Factors Affecting Finances, Business Prospects and Stock Volatility.”
These factors may cause our actual results to differ materially from those contemplated, projected, anticipated, planned or budgeted 
in any such forward-looking statements.

R E P O R T  O F  I N D E P E N D E N T  P U B L I C  A C C O U N TA N T S

To the Stockholders of Edgewater Technology, Inc.:

We have audited the accompanying consolidated balance sheets of Edgewater Technology, Inc. (the “Company”, a
Delaware corporation) and subsidiaries as of December 31, 2000 and 1999, and the related consolidated statements of
operations, stockholders’ equity and cash flows for each of the three years ended December 31, 2000. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Edgewater Technology, Inc. and subsidiaries as of December 31, 2000 and 1999, and the results of their operations
and their cash flows for each of the three years ended December 31, 2000, in conformity with accounting principles
generally accepted in the United States.

ARTHUR ANDERSEN LLP

Boston, Massachusetts
March 14, 2001
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C O N S O L I D AT E D  B A L A N C E  S H E E T S
(In Thousands, Except Shares)

December 31, 2000 1999

ASSETS
Current assets:

Cash and cash equivalents $145,581 $   9,857
Accounts receivable, net 5,875 6,105
Income tax receivable 16,121 1,549
Deferred income taxes 900 5,987
Prepaid expenses and other current assets 6,842 4,204

Total current assets 175,319 27,702

Property and equipment, net 2,174 3,177
Intangible assets, net 36,530 39,342
Other assets 118 237
Deferred income taxes 25,728 —
Net assets from discontinued operations (Note 4) 14,831 543,601

$254,700 $614,059

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable and accrued liabilities $ 13,970 $ 12,597
Payroll and related liabilities 3,195 1,983

Total current liabilities 17,165 14,580

Long-term debt — 291,090
Other long-term liabilities 290 6,256
Deferred income taxes — 9,084
Commitments and contingencies (Notes 15 through 17)
Stockholders’ equity:

Preferred stock, $.01 par value; no shares issued or outstanding — —
Common stock, $.01 par value; 28,692,766 and 29,401,022 shares issued

and outstanding as of December 31, 2000 and 1999, respectively 296 294
Paid-in capital 217,838 216,279
Treasury stock, at cost (6,158) —
Retained earnings 25,269 76,476

Total stockholders’ equity 237,245 293,049

$254,700 $614,059

The accompanying notes are an integral part of these consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T S  O F  O P E R AT I O N S
(In Thousands, Except Per Share Data)

Years Ended December 31, 2000 1999 1998

Service revenues $ 31,542 $15,040 $     —
Cost of services 15,577 6,912 —

Gross profit 15,965 8,128 —

Operating expenses:
Selling, general and administrative 14,411 9,107 —
Depreciation and amortization 5,078 895 —

Operating loss (3,524) (1,874) —
Other income (expense):

Interest income (expense) 2,260 (1,099) —
Other, net 817 — —

Loss before income taxes and extraordinary item (447) (2,973) —
Income tax provision (benefit) 1,234 (875) —

Net loss from continuing operations before extraordinary item (1,681) (2,098) —

Discontinued operations (Note 4):
(Loss) income from operations of discontinued divisions (113,534) 32,311 18,639
Net gain on sale of divisions 64,368 — —

Extraordinary item, net of applicable taxes (Note 5) (360) — —

Net (loss) income $ (51,207) $30,213 $18,639

Basic earnings per share:
Continuing operations $(0.06) $(0.07) $ —

Discontinued operations $(1.68) $ 1.10 $0.65

Extraordinary item $(0.01) $    — $ —

Net (loss) income $(1.75) $ 1.03 $0.65

Diluted earnings per share:
Continuing operations $(0.06) $(0.07) $ —

Discontinued operations $(1.68) $ 1.09 $0.63

Extraordinary item $(0.01) $    — $ —

Net (loss) income $(1.75) $ 1.02 $0.63

The accompanying notes are an integral part of these consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T S  O F  S T O C K H O L D E R S ’  E Q U I T Y
(In Thousands)

Common Stock Paid-in Treasury Retained
Shares Amount Capital Stock Earnings Total

Balance, December 31, 1997 27,034 $270 $ 194,432 $     — $ 25,134 $ 219,836
Dividends declared — — — — (693) (693)
Business combinations 1,770 18 17,978 — 3,183 21,179
Repurchase of stock (68) — — (1,374) — (1,374)
Issuances of shares related

to employee stock plans 347 3 3,658 323 — 3,984
Effect of compensatory stock options — — (746) — — (746)
Net income — — — — 18,639 18,639

Balance, December 31, 1998 29,083 291 215,322 (1,051) 46,263 260,825
Business combinations 171 2 2,284 — — 2,286
Repurchase of stock (195) — — (1,856) — (1,856)
Issuances of shares related

to employee stock plans 342 1 (1,327) 2,907 — 1,581
Net income — — — — 30,213 30,213

Balance, December 31, 1999 29,401 294 216,279 — 76,476 293,049
Issuances of common stock related

to employee stock plans 235 2 1,559 — — 1,561
Repurchase of stock (943) — — (6,158) — (6,158)
Net loss — — — — (51,207) (51,207)

Balance, December 31, 2000 28,693 $296 $217,838 $(6,158) $ 25,269 $237,245

The accompanying notes are an integral part of these consolidated financial statements.
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C O N S O L I D AT E D  S TAT E M E N T S  O F  C A S H  F L O W S
(In Thousands)

Years Ended December 31, 2000 1999 1998

Cash Flows from Operating Activities:
Net (loss) income $ (51,207) $  30,213 $ 18,639
Extraordinary items, net of applicable taxes 360 — —
Net loss (income) from discontinued operations 113,534 (32,311) (18,639)
Net gain on sale of divisions (64,368) — —

Net loss from continuing operations (1,681) (2,098) —
Adjustments to reconcile net (loss) income to

net cash provided by (used in) operating activities:
Depreciation and amortization 5,078 895 —
Provision for bad debts 54 —
Deferred income taxes — 1,799 —
Effect of compensatory stock options 231 — —
Other, net 44 (5) —
Change in operating accounts, net of effects of acquisitions:

Accounts receivable (741) (1,185) —
Prepaid expenses and other current assets (912) (744) —
Other assets (5) (26) —
Accounts payable and accrued liabilities 2,947 7,032 —
Payroll and related liabilities 794 (792) —
Payment of nonrecurring expenses (70) — —
Income taxes payable (597) (3,730) —
Other long-term liabilities 346 107 —

Net cash provided by operating activities 5,488 1,253 —

Net cash provided by discontinued operating activities 10,231 3,518 6,503

Cash Flows from Investing Activities:
Proceeds from sale of businesses 446,778 — —
Purchases of businesses, net of cash acquired (664) (42,696) —
Capital expenditures (1,538) (162) —

Net cash provided by (used in) investing activities 444,576 (42,858) —

Net cash used in discontinued investing activities (12,035) (92,559) (165,792)

Cash Flows from Financing Activities:
Proceeds from borrowings 58,996 274,209 —
Payments on borrowings (350,235) (159,832) —
Proceeds from employee stock plans 71 1,581 —
Deferred financing costs — (585) —
Repurchases of stock (6,158) (1,856) —

Net cash (used in) provided by financing activities (297,326) 113,517 —

Net cash (used in) provided by discontinued financing activities (9,324) 8,036 165,445

Net increase (decrease) in cash and cash equivalents 141,610 (9,093) 6,156
Cash and Cash Equivalents, beginning of period 3,718 12,811 6,655
Cash and Cash Equivalents, discontinued operations 253 6,139 (8,322)

Cash and Cash Equivalents, end of period $ 145,581 $   9,857 $   4,489

Supplemental Disclosures of Cash Flow Information:
Interest paid $   9,439 $  17,413 $   5,647

Income taxes paid $      948 $ 17,108 $ 28,269

Non-cash transactions:
Notes payable issued in business combination $         — $        — $  16,117

The accompanying notes are an integral part of these consolidated financial statements.
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N O T E S  T O  C O N S O L I D AT E D  F I N A N C I A L  S TAT E M E N T S

1. Basis of Presentation and Nature of Business:
Edgewater Technology, Inc. (“Edgewater” or the

“Company” f/k/a StaffMark, Inc.) provides human
resource and business solutions through its eSolutions
segment, Edgewater Technology (Delaware), Inc.
(“Edgewater Technology”), which was acquired effective
April 1, 1999. As discussed in Note 4, the Company
sold its interests in their Commercial staffing segment,
Robert Walters (finance and accounting staffing services),
Strategic Legal Resources (legal staffing), IntelliMark
(information technology staffing and solutions) and
ClinForce (clinical trials support services). Robert Walters,
Strategic Legal Resources, IntelliMark and ClinForce were
previously components of the Company’s Professional/
Information Technology (“IT”) segment. As a result of these
transactions, the operating results for these non-eSolutions
divisions have been included in discontinued operations in
the accompanying consolidated financial statements.

Edgewater provides IT consulting services to businesses.
These services primarily include the design, development
and implementation of web-based applications as well as
eCommerce software solutions and consulting services to
clients throughout the United States. Edgewater Technology
has approximately 250 employees and offices in
Massachusetts, New Hampshire, Arkansas, Minnesota,
North Carolina and Alabama.

2. Summary of Significant Accounting Policies:
Principles of Consolidation—The consolidated financial

statements include the accounts of Edgewater and its
wholly-owned subsidiaries. All significant intercompany
transactions have been eliminated in consolidation.

Cash and Cash Equivalents—The Company considers
cash on deposit with financial institutions and all highly
liquid investments with original maturities of three months
or less to be cash equivalents.

Property and Equipment—Property and equipment are
stated at cost, which approximates fair value, net of accu-
mulated depreciation and amortization. Property and
equipment are depreciated on a straight-line basis over
the estimated useful lives of the assets, which range from
three to ten years. Equipment held under capital leases
are amortized utilizing the straight-line method over the
lessor of the estimated useful life of the asset or the
remaining term of the lease. Additions that extend the
lives of the assets are capitalized while repairs and main-
tenance costs are expensed as incurred. When property
and equipment are retired, the related cost and accumu-
lated depreciation or amortization are removed from the
balance sheet and any resultant gain or loss is recorded.

Intangible Assets—Intangible assets consist primarily of
goodwill, which is amortized over ten years using the straight-
line method. Intangibles associated with non-compete
agreements are amortized using the straight-line method
over the life of the respective agreements.

In conjunction with management’s restructuring plan
described more fully in Note 4, in January 2000, manage-
ment decided to operate its eSolutions business unit as
a distinct operating unit as opposed to an integrated
component of the Professional/IT segment, as had been

originally planned. As a result of this change in operating
strategy, management reevaluated the estimated useful
life for the intangibles associated with their acquisition of
Edgewater Technology and reduced the estimated useful
life to ten years. Prior to the restructure and segmentation,
these intangibles were amortized over 30 years since
Edgewater Technology was operated as an integral com-
ponent of the Professional/IT segment. The change in
useful life was made effective January 1, 2000 and
resulted in increased annual amortization expense of
approximately $2.4 million. In addition, as a result of an
independent appraisal obtained during the fall of 2000,
the Company reallocated the Edgewater Technology
purchase price between goodwill and other acquired
intangible assets (see Note 8).

Revenue Recognition—Revenues pursuant to time and
materials contracts are generally recognized as services
are provided. Revenues pursuant to fixed price contracts
are generally recognized as services are rendered using
the percentage-of-completion method of accounting.
Revenues and earnings may fluctuate from quarter to
quarter based on the number, size and scope of projects
in which we are engaged, the contractual terms and
degree of completion of such projects, any delays incurred
in connection with a project, employee utilization rates,
the adequacy of provisions for losses, the use of estimates
of resources required to complete ongoing projects,
general economic conditions and other factors. Certain
significant estimates include percentage-of-completion
estimates used for fixed price contracts and the allowance
for doubtful accounts. These items are frequently moni-
tored and analyzed by management for changes in facts
and circumstances and material changes in these estimates
could occur in the future.

Income Taxes—Income taxes have been provided
based upon the provisions of Statement of Financial
Accounting Standards (“SFAS”) No. 109, “Accounting for
Income Taxes,” which requires recognition of deferred
income taxes using the liability method. Deferred income
taxes result from the effect of transactions which are rec-
ognized in different periods for financial and tax report-
ing purposes. Deferred income taxes are recognized for
the tax consequences of such temporary differences by
applying currently enacted statutory tax rates to differ-
ences between the financial reporting and the tax bases
of existing assets and liabilities. Valuation allowances are
established when necessary to reduce deferred tax assets
to the amounts ultimately expected to be realized.

Fair Value of Financial Instruments—Edgewater’s finan-
cial instruments include cash and cash equivalents and its
debt obligations. Management believes that these finan-
cial instruments bear interest at rates which approximate
prevailing market rates for instruments with similar char-
acteristics and, accordingly, that the carrying values for
these instruments are reasonable estimates of fair value.

Impairment of Long-Lived Assets—Edgewater regularly
evaluates whether events and circumstances have
occurred which may indicate that the carrying amount of
intangible or other long-lived assets warrant revision or
may not be recoverable. When factors indicate that an
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asset or assets should be evaluated for possible impair-
ment, an evaluation is performed pursuant to the provi-
sions of SFAS No. 121, “Accounting for the Impairment
of Long-Lived Assets and for Long-Lived Assets to Be
Disposed Of.” If an evaluation is required, the estimated
future undiscounted cash flows associated with the asset
are compared to the asset’s carrying amount to determine
if a write-down to market value or discounted cash flow
value is required. During 2000, the Company recognized
an impairment in the goodwill associated with its
Professional/IT segment as more fully described in Note 4.

Stock Options—During 1995, the Financial Accounting
Standards Board issued SFAS No. 123, “Accounting for
Stock-Based Compensation,” which encourages all com-
panies to recognize compensation expense based on the
fair value, at grant date, of instruments issued pursuant
to stock-based compensation plans. SFAS No. 123
requires the fair value of the instruments granted, which
is measured pursuant to the provisions of the statement,
to be recognized as compensation expense over the
vesting period of the instrument. However, the statement
also allows companies to continue to measure compen-
sation costs for these instruments using the method of
accounting prescribed by Accounting Principles Board
(“APB”) Opinion No. 25, “Accounting for Stock Issued to
Employees.” Companies electing to account for stock-based
compensation plans pursuant to the provisions of APB
Opinion No. 25 must make pro forma disclosures of net
income as if the fair value method defined in SFAS No. 123
had been applied. Edgewater has elected to account for
stock options under the provisions of APB Opinion No. 25
and has included the disclosures required by SFAS No. 123
in Note 13.

Use of Estimates—The preparation of financial state-
ments in conformity with generally accepted accounting
principles requires management to make estimates and
assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses and disclosures of con-
tingent assets and liabilities. The estimates and assump-
tions used in preparing the accompanying consolidated
financial statements are based upon management’s eval-
uation of the relevant facts and circumstances as of the
date of the financial statements. However, actual results
may differ from the estimates and assumptions used in
preparing these consolidated financial statements.

Recent Accounting Pronouncements—In December 1999,
the Securities and Exchange Commission (“SEC”) issued
Staff Accounting Bulletin (“SAB”) No. 101, “Revenue
Recognition.” This bulletin, as amended, established guide-
lines for revenue recognition and originally was effective for
periods beginning after March 15, 2000. In June 2000, the
SEC announced that the effective date of SAB 101 was
being delayed until no later than the quarter ending
December 31, 2000. The Company’s revenue recognition
policy complies with the pronouncement and, accordingly,
there was no impact of adopting this new guidance in 2000.

In March 2000, the Financial Accounting Standards
Board issued Interpretation No. 44, “Accounting for
Certain Transactions Involving Stock Compensation—
An Interpretation of APB Opinion No. 25,” (“FIN 44”).

FIN 44 clarifies the application of APB Opinion 25 and,
among other issues, clarifies the following: (a) the defini-
tion of an employee for purposes of applying APB
Opinion 25, (b) the criteria for determining whether 
a stock ownership plan qualifies as noncompensatory, 
(c) the accounting implications of various modifications 
to the terms of a previously fixed stock option or award,
and (d) the accounting for the exchange of stock com-
pensation awards in a business combination. FIN 44 is
effective July 1, 2000 and the effects of applying FIN 44
are recognized on a prospective basis. The adoption of
this interpretation did not have a material impact on the
Company’s financial condition or results of operations.

3. Business Combinations:
Effective April 1, 1999, the Company acquired Edgewater

Technology, a full-service provider of eSolutions located
in Boston’s Route 128 technology corridor. Edgewater
Technology applies its eStrategy, eSolutions and Internet
outsourcing services to vertical markets such as financial
services, customer service centers, transportation and
logistics, retail/e-tail and healthcare. Edgewater Technology
brings mission-critical eSolutions to clients primarily in the
middle market. As the acquisition was accounted for as a
purchase business combination, the consolidated financial
statements include the operating results of Edgewater
Technology from the date of acquisition. The cost of this
acquisition has been allocated based on estimated fair
market value of the assets acquired and liabilities assumed
with the excess costs over fair values of net assets acquired
recorded as goodwill. Amounts allocated to goodwill are
amortized on a straight-line basis over ten years.

The aggregate consideration paid with respect to
acquisitions was $0.7 million and $42.7 million for 2000
and 1999, respectively. The remaining earnout for the
acquisition of Edgewater Technology was determined 
as $1.2 million and was paid in the first quarter of 2001.
As this amount was fixed and determinable, it has been
accrued and recorded as goodwill in the accompanying
consolidated balance sheets.

The unaudited consolidated results of operations for
1999 on a pro forma basis as though Edgewater
Technology had been acquired as of the beginning of
1999 are presented below.

(In Thousands, Except Per Share Data)
Revenues $19,830

Net loss from continuing operations $ (1,201)

Net income $31,110

Basic earnings per share:
Continuing operations $(0.04)

Net income $ 1.06

Diluted earnings per share:
Continuing operations $(0.04)

Net income $ 1.05
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4. Discontinued Operations:
On June 28, 2000, pursuant to a Purchase Agreement

dated May 16, 2000 with Stephens Group, Inc., the
Company sold all of its subsidiaries, and the assets and
liabilities of its Commercial staffing segment to affiliate
entities of Stephens Group, Inc. As consideration, the
Company received gross proceeds of $190.1 million in
cash before fees, expenses and taxes. As part of the trans-
action, the Company sold the name “StaffMark” as that
was the name used by the Commercial staffing segment.

On July 13, 2000, the Company sold, through two indi-
rect wholly-owned subsidiaries, all of its equity interests
in Robert Walters through an initial public offering on the
London Stock Exchange. Robert Walters had previously
been the Company’s finance and accounting platform
within its Professional/IT segment. The Company’s two
subsidiaries sold 67,200,000 ordinary shares at a price of
170 pence per share (or $2.57 at then current exchange
rates). The shares began trading on a conditional basis on
the London Stock Exchange on July 6, 2000. On July 14,
2000, the underwriters exercised the over-allotment of
10,400,000 ordinary shares. The Company’s share of
offering gross proceeds, including the exercise of the
over-allotment option, was $199.2 million prior to offering
commissions, fees and expenses.

During the second quarter of 2000, in accordance with
SFAS No. 121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed
Of,” the Company recorded a $150 million non-cash charge
for the write-down of the goodwill in its IntelliMark and
Strategic Legal Resources divisions to estimated realiz-
able values. This write-down was largely due to a decline
in the revenues, gross profit and cash flow of these divisions
and the overall decrease in market values within these
industries. Accordingly, the carrying values of these
assets were written down to management’s estimates of
fair value, which were based on market comparables for
companies operating in similar industries.

On September 22, 2000, the Company sold all of the
outstanding stock of Strategic Legal Resources, the legal
staffing platform within its Professional/IT segment, to 
a company owned by a group of investors including
MidMark Capital II, L.P. and Edwardstone & Company for
$13.25 million, of which $4.25 million was represented by
a promissory note. The balance of this note was collected
in January 2001.

On November 16, 2000, the Company sold all of the
outstanding shares of stock of its subsidiaries that com-
prised IntelliMark, its information technology staffing
and solutions division, to IM Acquisition, Inc., an affiliate
of Charlesbank Equity Fund V Limited Partnership, for
approximately $42.7 million in cash, subject to potential
upward or downward post-closing adjustments. In con-
nection with this sale, the Company recorded a $53.9
million non-cash charge for the write-down of the good-
will in its IntelliMark division to estimated realizable val-
ues. The effect of this adjustment is included in net gain
on sale of divisions in the accompanying consolidated
statements of operation.

On December 15, 2000, the Company entered into a
Stock Purchase Agreement to sell all of its outstanding
stock in ClinForce to Cross Country TravCorps, Inc. for

approximately $31 million in cash, before fees and
expenses and subject to potential upward or downward
post-closing adjustment (the “Transaction”). The Company
held a Special Stockholders’ Meeting on March 14, 2001
to approve the Transaction. After receiving approval from
stockholders, the Transaction was closed on March 16,
2001. As a result of receiving this approval, the financial
results for ClinForce are included in discontinued opera-
tions in the accompanying consolidated financial statements.
The Company estimates that it will record a gain of
approximately $14.4 million before taxes related to the
Transaction during the first quarter of 2001.

During the third and fourth quarter of 2000, as a result
of the impending sale of the Company’s remaining two
segments, the Company recorded nonrecurring expenses
totaling approximately $3.8 million relating to the Company’s
divestiture process and costs related to the closing of the
Company’s former corporate headquarters (in Fayetteville,
Arkansas). The move of the corporate headquarters to
Wakefield, Massachusetts, where the eSolutions segment
is located, is expected to be completed during the sec-
ond quarter of 2001. All of the remaining corporate
employees (approximately 25) have been or will be sev-
ered as a result of this restructuring. The restructuring
expense includes future contractual obligations to certain
employees, which extend through October 2001. As a
result of the above, expenses of approximately $3.0 million
for severance costs, $0.6 million for facility costs and
$0.2 million for relocation costs were recorded in the
third and fourth quarters of 2000 and have been
included in discontinued operations.

The following is a summary of the Company’s restruc-
turing accrual, which has been included in accounts
payable and other accrued liabilities in the accompanying
consolidated balance sheets:

(In Thousands)
Restructuring expenses:

Severance $3,003
Facility 613
Relocation 160

3,776
Less cash outlays 432

Accrual at December 31, 2000 $3,344

As a result of the completion of the transactions
described above, the operating results for the Commercial
staffing segment, Robert Walters, Strategic Legal,
IntelliMark and ClinForce have been included in discon-
tinued operations in the accompanying consolidated
financial statements. Revenues from discontinued opera-
tions were $667.5 million and $1,205.8 million for 2000
and 1999, respectively. Operating (loss) income from
discontinued operations was $(145.5) million and 
$65.7 million for 2000 and 1999, respectively.

Net assets from discontinued operations in the accom-
panying balance sheets represent the net assets of the
discontinued operations for ClinForce as of December 31,
2000 and for the Commercial staffing segment, Robert
Walters, Strategic Legal Resources, IntelliMark and ClinForce 
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as of December 31, 1999. Components are as follows as
of December 31:

2000 1999

(In Thousands)
Accounts receivable, net $ 4,689 $178,948
Prepaid expenses and 

other current assets (857) 12,831
Property and equipment, net 404 25,867
Intangible assets, net 11,779 396,044
Other assets 30 2,546
Accumulated translation adjustment — 2,572
Accounts payable and 

accrued liabilities (62) (28,369)
Payroll and related liabilities (1,147) (24,156)
Reserve for workers’ 

compensation claims — (9,607)
Income taxes payable (5) (3,751)
Long-term debt — (9,324)

Net assets from 
discontinued operations $14,831 $543,601

5. Extraordinary Item—Wakefield Tragedy:
On December 26, 2000, a tragedy occurred at the

Company’s Wakefield, Massachusetts office, where seven
employees were murdered. As a result of this tragedy,
the Wakefield office was closed during the last week of
December 2000. The Company incurred expenses total-
ing approximately $0.5 million for items such as legal
fees, foundation costs, family and employee counselors,
and property and facility expenses. These costs are pre-
sented as an extraordinary expense, net of the applicable
tax effect, in the accompanying consolidated statements
of operations.

6. Accounts Receivable:
Included in accounts receivable are unbilled amounts

totaling approximately $2.1 million and $1.9 million at
December 31, 2000 and 1999, respectively. Edgewater
maintains allowances for potential losses which manage-
ment believes are adequate to absorb losses to be incurred
in realizing the amounts recorded in the accompanying
consolidated financial statements.

The following are the changes in the allowances for
doubtful accounts:

Years Ended December 31, 2000 1999 1998

(In Thousands)
Balance at beginning of year $ 67 $— $ —
Increases relating to acquisitions — 67 —
Provision for bad debts 54 — —
Charge-offs, net of recoveries (86) — —

Balance at end of year $ 35 $67 $ —

7. Property and Equipment:
Components of property and equipment are as follows

as of December 31:

2000 1999

(In Thousands)
Furniture, fixtures and equipment $1,043 $2,280
Computer equipment and software 1,429 755
Leasehold improvements 623 475

3,095 3,510
Less accumulated depreciation 

and amortization 921 333

$2,174 $3,177

Depreciation expense related to property and equipment
for the years ended December 31, 2000 and 1999 totaled
approximately $0.6 million and $0.3 million, respectively.

8. Intangible Assets:
Intangible assets consisted of the following as of

December 31:

2000 1999

(In Thousands)
Goodwill $39,479 $38,325
Other 2,088 1,564

41,567 39,889
Less accumulated amortization 5,037 547

$36,530 $39,342

Amortization expense related to intangible assets for
the years ended December 31, 2000 and 1999 totaled
approximately $4.5 million and $0.5 million, respectively.

9. Debt:
The Company had a credit facility (the “Credit Facility”)

with a consortium of banks which was used for working
capital and other general corporate purposes, including
acquisitions. As of December 31, 1999, maximum bor-
rowings pursuant to the Credit Facility were limited 
to approximately $325.0 million. Additionally, during
December 1999, the Company obtained a commitment
from two members of its Credit Facility to increase its
borrowing capacity for an additional $10.0 million through
January 2000. This increased borrowing capacity was
not utilized by the Company. On March 31, 2000, the
maximum amount of borrowings under the Credit
Facility reverted back to $300 million. In April 2000, the
Company obtained a commitment from one member of
the Credit Facility to increase its borrowing capacity for an
additional $7.5 million through May 2000 as a buffer for
unexpected costs. This $7.5 million borrowing increase
was never utilized by the Company. The $300 million
portion of the Credit Facility was scheduled to mature 
in August 2003.
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In July 2000, using proceeds from the sale of its
Commercial staffing segment and Robert Walters, the
Company paid-off all of its outstanding borrowings under
the Credit Facility and terminated the Credit Facility.

Interest on borrowings was computed at the Company’s
option, either the bank group’s prime rate or the London
interbank offered rate, incrementally adjusted based on
the Company’s operating leverage ratios. This rate aver-
aged 7.54% for the six months ended June 30, 2000 and
6.53% for the year ended December 31, 1999. As of
December 31, 1999, the Company was required to pay a
quarterly facility fee determined by multiplying the total
amount of the Credit Facility by a percentage which var-
ied based on the Company’s operating leverage ratios.
As of December 31, 1999, this fee was 0.25% of the total
amount of the Credit Facility.

The Credit Facility required compliance with certain
financial ratios and other operational covenants. The
Company was in compliance with all covenants at
December 31, 1999. The Credit Facility was secured
by all of the issued and outstanding capital stock of the
Company’s domestic subsidiaries and 65% of the issued
and outstanding capital stock of the Company’s first tier
foreign subsidiaries.

10. Financial Instruments:
In 1998, the Company entered into fixed interest rate

swap agreements with a notional amount of $60.0 million
related to borrowings under the Credit Facility to hedge
against increases in interest rates which would increase the
cost of variable rate borrowings under the Credit Facility. In
May 2000, the Company terminated the agreements and
recognized the proceeds as an asset to be amortized over
the original life of the contracts. These swaps did not have
a material impact on recorded interest expense during the
periods presented. In July 2000, in conjunction with the
repayment and termination of the Credit Facility, the
Company wrote off the unamortized balance and recog-
nized a gain of approximately $1.0 million on these swaps
in the accompanying consolidated financial statements.

The Company’s involvement with derivative financial
instruments was limited to the interest rate swap agree-
ments discussed above. The Company entered into these
agreements as hedges against increases in interest rates
which would increase the cost of its variable rate borrow-
ings under our Credit Facility. Conversely, the Company
was exposed to the risk that the cost of those borrowings
would be higher than the amount computed under our
Credit Facility should interest rates decline. In addition,
the Company was exposed to credit risk in the event of
non-performance by the bank facilitating these agree-
ments but had no off-balance-sheet risk of accounting
loss related to these agreements. At December 31, 2000,
the Company had no open foreign currency derivatives.

11. Income Taxes:
The provision for income taxes consisted of the following

for the years ended December 31:

2000 1999 1998

(In Thousands)
Current:

Federal $  (1,864) $ 9,935 $13,168
State (63) 934 1,839
Foreign 2,404 3,457 5,228

477 14,326 20,235

Deferred
Federal (52,815) 1,392 4,228
State (1,796) 131 590
Foreign (71) 145 71

(54,682) 1,668 4,889

Income tax (benefit) provision (54,205) 15,994 25,124
Amounts attributable to 

discontinued operations (55,439) 15,119 25,124

Income tax provision (benefit) 
from continuing operations $  1,234 $   (875) $      —

The components of deferred income tax assets and liabilities
as of December 31, 2000 and 1999 were as follows:

2000 1999

(In Thousands)
Deferred income tax assets:

Net operating loss carryforward $ 62,397 $      —
Accrued vacation 477 —
Allowance for doubtful accounts 483 2,028
Depreciation and amortization 40 —
Workers’ compensation reserves — 3,782
Non-compete and deferred 

compensation agreements — 184
Other — 1,604

Total deferred income tax assets 63,397 7,598
Deferred income tax liabilities:

Change in income tax accounting 
method from cash to accrual basis
in conjunction with termination of
S Corporation status — 1,427

Depreciation and amortization — 9,268
Intangibles from asset 

purchase acquisitions 557 —
Other 59 —

Total deferred 
income tax liabilities 616 10,695

Valuation reserve (36,153) —

$ 26,628 $ (3,097)
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Components of the net deferred tax assets (liabilities)
reported in the accompanying consolidated balance sheets
were as follows as of December 31, 2000 and 1999:

2000 1999

Long- Long-
Current term Current term

(In Thousands)
Assets $900 $25,728 $ 7,414 $   184
Liabilities — — (1,427) (9,268)

$900 $25,728 $ 5,987 $(9,084)

The Company has net operating losses for federal
income tax purposes of approximately $177 million,
which expire through 2020. The utilization of these losses 
in any given year may be limited in the event that a
significant ownership change, as defined, has occurred.
A valuation allowance for the deferred tax assets has
been recorded in the accompanying consolidated balance
sheets as management believes that some deferred tax
assets are more likely than not to be remain unrecoverable.
In assessing the realizability of deferred income tax assets,
management has considered scheduled reversals of the
deferred income tax liabilities, projected future taxable
income and the amount and expiration of net operating
loss carryforwards.

The differences in income taxes determined by apply-
ing the statutory federal tax rate of 34% for 2000, 1999
and 1998, to income from continuing operations before
income taxes and the amounts recorded in the accompa-
nying consolidated statements of income for the years
ended December 31, 2000, 1999 and 1998 result from
the following:

2000 1999 1998

Amount Rate Amount Rate Amount Rate

(In Thousands)
Tax at statutory rate $  (161) (34.0)% $(1,010) (34.0)% $ — —%
Add (deduct):

State income 
taxes, net 
of federal 
tax benefit 75 15.8 — — — —

Non-deductible 
amortization 1,436 303.3 170 5.7 — —

Other, net (116) (24.5) (35) (1.2) — —

$1,234 260.6% $  (875) (29.5)% $ — —%

12. Employee Benefit Plans:
The Company maintains several defined contribution

employee benefit plans, some of which allow eligible
employees to defer a portion of their income through
contributions to the plans. Contributions by Edgewater
to the various plans were approximately $1.8 million,
$1.6 million and $1.2 million for the years ended
December 31, 2000, 1999 and 1998, respectively.

In May 1997 and May 2000, the Company’s stockholders
approved an employee stock purchase plan (the “Stock
Purchase Plan”) which grants employees the right to pur-
chase shares of the Company’s common stock at a price
equal to the lower of 85% of the market value on the
date of purchase or the beginning of the calendar quar-
ter of the purchase. Purchases under the Stock Purchase
Plan are limited to 10% of the respective employees’
compensation and do not impact the Company’s
reported net loss.

13. Stockholders’ Equity and Stock Options:
Common Stock—The Company’s stockholders had

authorized 200 million shares of common stock and 10
million shares of preferred stock for issuance as of
December 31, 2000 and 1999, respectively. In January
2001, the Company completed an issuer tender offer in
which the Company repurchased 16.25 million shares of
its common stock at $8.00 per share for aggregate con-
sideration of $130 million, and common stock subject to
certain vested in-the-money stock options. This repurchase
of options will result in a $0.2 million compensation charge
in January 2001.

Dividends—Edgewater has not historically paid any
dividends on its common stock and intends to continue
this practice for the foreseeable future with regard to
cash generated through its normal operations. The
Company’s 1998 dividend in the accompanying consolidated
statements of stockholders’ equity was paid by Robert
Walters prior to their pooling-of-interests transaction
with the Company.

Stock Options—In October 1999, Edgewater’s Board of
Directors amended Edgewater’s 1996 Stock Option Plan
(the “Plan”) to increase the maximum number of shares
of Edgewater’s common stock that may be issued under
the Plan from 12% to 15% of the total number of shares
of common stock outstanding. Options granted under
the Plan generally become 33% vested after one year
and then vest 33% in each of the next two years or become
40% vested after two years and then vest 20% in each of
the next three years. Under the Plan, the exercise price of
the option equals the market value of Edgewater’s com-
mon stock on the date of the grant, and the maximum
term for each option is ten years.

Robert Walters maintained three stock option plans
for its employees, all of which required compensatory
accounting treatment under APB Opinion No. 25. Total
compensation income recognized related to Robert
Walters stock option plans was $0.7 million for the year
ended December 31, 1998. This amount is included in
discontinued operations in the accompanying consoli-
dated statements of operations and reflected as an
adjustment to paid-in capital in the accompanying 
consolidated statements of stockholders’ equity.

In February 2000, the Company adopted a subsidiary
stock option plan (the “Subsidiary Plan”) for employees
and consultants of Edgewater Technology, its eSolutions
segment. The purpose of the Subsidiary Plan was to aid
Edgewater Technology in attracting and retaining employees 
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and consultants. The total amount of Edgewater common
stock for which stock options could be granted under
the Subsidiary Plan could not exceed 5.0 million shares
of Edgewater common stock. In August 2000, the
Subsidiary Plan was terminated and the options for 2.9
million shares of the Company’s subsidiary stock that had
been granted under this Subsidiary Plan were exchanged
into 1.8 million options under a newly created parent
company stock option plan (the “Parent Plan”) and into
1.1 million options under the Company’s Amended and
Restated 1996 Stock Option Plan. The Parent Plan
excludes grants for directors and officers and for which
stock option grants may not exceed 4.0 million shares
of the Company’s common stock. As a result of this
exchange, the Company recorded a one-time 
compensation charge of $0.2 million.

A summary of Edgewater’s stock option activity is 
as follows:

Weighted
Average

Shares Under Price Per
Option Share

Outstanding, December 31, 1997 2,106,223 $14.70
Granted 1,107,786 21.23
Exercised (155,963) 2.85
Forfeited (180,563) 14.58

Outstanding, December 31, 1998 2,877,483 17.86
Granted 1,588,335 8.19
Exercised (53,486) 5.33
Forfeited (747,983) 16.84

Outstanding, December 31, 1999 3,664,349 14.06
Granted 3,446,495 6.18
Exercised (18,358) 4.03
Forfeited (1,446,840) 15.21

Outstanding, December 31, 2000 5,645,646 $ 8.89

Options exercisable were approximately 1.5 million,
1.0 million and 0.8 million as of December 31, 2000,
1999 and 1998, respectively. The following is a summary
of stock options outstanding and exercisable as of
December 31, 2000:

Options Options 
Outstanding Exercisable

Weighted Weighted
Average Average

Weighted Exercise Exercise
Range of Average Price Price

Options Exercise Remaining Per Options Per
Outstanding Prices Life In Years Share Exercisable Share

268,133 $ 2.13–$ 6.00 8.1 $ 4.88 61,133 $ 3.88
2,961,971 6.01– 6.25 9.6 6.11 247,054 6.23

573,000 6.26– 7.50 8.6 7.25 144,000 7.27
593,250 7.51– 10.00 8.2 8.53 191,466 8.42
773,700 10.01– 15.00 6.0 12.40 649,882 12.38
475,592 15.01– 40.75 6.6 25.21 296,392 24.92

5,645,646 8.5 $ 8.81 1,589,927 $12.50

Options outstanding under the Amended and Restated
1996 Edgewater Stock Option Plan vested 100% upon the
closing of the Transaction as this constituted a “change in
control” as defined in the plan, except for 1.1 million stock
options granted under this plan to officers of the Company’s
eSolutions business in August 2000. Employees of the
Commercial segment and IntelliMark hold approximately
1.4 million of these outstanding options, which terminate
on April 16, 2001, which is 30 days following the “change
in control.” Employees of ClinForce hold approximately
0.1 million of these outstanding options, which terminate
on June 14, 2001, which is 90 days following the “change
in control.”

As discussed in Note 2, Edgewater has elected to
account for its stock options under the provisions of APB
Opinion No. 25. Accordingly, no compensation expense
has been recognized in the accompanying consolidated
statements of operations other than the compensation
expense recognized related to the Subsidiary Plan stock
option plans as discussed above. Pursuant to the require-
ments of SFAS No. 123, the following disclosures are pre-
sented to reflect Edgewater’s pro forma net (loss) income
for the years ended December 31, 2000, 1999 and 1998,
as if the fair value method of accounting prescribed by
SFAS No. 123 had been used. In preparing the pro forma
disclosures, the fair value was estimated on the grant date
using the Black-Scholes option-pricing model. These fair
value calculations were based on the following assumptions:

Years Ended December 31, 2000 1999 1998

Weighted average risk-free 
interest rate 4.81% 6.34% 4.55%

Dividend yield 0% 0% 0%
Weighted average 

expected life 5 years 5 years 5 years
Expected volatility 78% 80% 58%

Using these assumptions, the fair value of the noncom-
pensatory stock options granted during the years ended
December 31, 2000, 1999 and 1998 was approximately
$14.0 million, $8.7 million and $12.0 million, respectively.
The weighted average fair value per share of noncompen-
satory options granted during 2000, 1999 and 1998 was
$4.10, $5.64 and $14.60, respectively. Had compensation
expense been determined consistent with SFAS No. 123,
utilizing the assumptions above and the straight-line
amortization method over the vesting period, net (loss)
income would have been adjusted to the following pro
forma amounts:

Years Ended December 31, 2000 1999 1998

(In Thousands, Except Per Share Data)
Net (loss) income:

As reported $(51,207) $30,213 $18,639

Pro forma $(55,104) $28,616 $17,103

Basic earnings per share:
As reported $(1.75) $1.03 $0.65

Pro forma $(1.89) $0.98 $0.60

Diluted earnings per share:
As reported $(1.75) $1.02 $0.63

Pro forma $(1.89) $0.97 $0.58
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14. Earnings Per Share:
A reconciliation of weighted average shares used in

computing basic and diluted earnings per share is as follows:

2000 1999 1998

(In Thousands)
Weighted average common 

shares outstanding 29,212 29,280 28,593
Dilutive effect of stock options — 246 1,034

Weighted average common 
shares, assuming

dilutive effect of 
stock options 29,212 29,526 29,627

Options to purchase 2.4 million shares of common
stock (at prices ranging from $6.72 to $40.31 per share)
were outstanding during 2000 but were not included in
the computation of diluted earnings per share because
the options’ exercise prices were greater than the aver-
age market price of the Company’s common shares.
These options, which expire ten years from the date of
issue, were still outstanding as of December 31, 2000.
Options to purchase approximately 2.1 million shares of
common stock (at prices ranging from $11.38 to $40.75
per share) were outstanding during 1999 but were not
included in the computation of diluted earnings per share
because the options’ exercise prices were greater than the
average market price of the Company’s common shares.

15. Related Party Transactions:
Edgewater has entered into agreements with certain

stockholders and officers of the Company to lease certain
parcels of land and buildings used in the Company’s
operations. Rent expense related to these facilities
totaled approximately $0.4 million, $0.5 million and $0.6
million for the years ended December 31, 2000, 1999
and 1998, respectively. Future related party lease obliga-
tions relate to the Company’s current corporate head-
quarters in Fayetteville, Arkansas. As the Company’s
corporate headquarters will be moving to Wakefield,
Massachusetts during 2001, the Company is currently
in the process of negotiating a sublease or assignment 
of the Fayetteville lease to a third party.

Annual future minimum payments required under 
this lease are included in the table in Note 17 and are
summarized as follows:

Fiscal Years Amount

(In Thousands)
2001 $  223
2002 223
2003 223
2004 223
2005 234
Thereafter 861

$1,987

Included in other current assets as of December 31, 2000
and 1999 are advances to certain officers and employees
totaling $0.1 million and $0.5 million, respectively.

Synapse Group, Inc., one of our significant customers
discussed in Note 19, is considered a related party as
their President and Chief Executive Officer Michael Loeb
is also a member of the Company’s Board of Directors.
As of December 31, 2000, the Company maintained an
accounts receivable balance of $2.2 million from Synapse
Group, Inc.

16. Commitments and Contingencies:
The Company has been subject to a number of stock-

holder lawsuits alleging that the Company and one of
its officer/directors violated federal securities laws. Such
actions were consolidated into one action in United
States District Court for the Eastern District of Arkansas
(the ‘‘Court’’). In June 2000, the Court issued a Memorandum
Opinion and Order dismissing most of the allegations in
the consolidated complaint. In November 2000, the
Court granted the Company’s motion for partial reconsid-
eration and dismissed all of the remaining allegations in
the complaint. The plaintiffs filed a motion for reconsider-
ation in December 2000 and, in January 2001, the Court
rejected the plaintiffs’ request for reconsideration result-
ing in the entire consolidated complaint being dismissed
by the Court. In February 2001, the plaintiffs appealed
the dismissal of the complaint to the Eight Circuit Court
of Appeals in St. Louis, Missouri. Although the outcome
is uncertain, the Company believes that this complaint is
without merit and denies all of the allegations of wrong-
doing and is vigorously defending the suit. Accordingly,
no provisions have been made in the accompanying
financial statements related to this matter.

Edgewater is subject to certain claims and lawsuits arising
in the normal course of business. Edgewater maintains
various insurance coverages in order to minimize the
financial risk associated with certain of these claims.

Edgewater has employment agreements with certain
executive officers and management personnel that provide
for annual salaries, cost-of-living adjustments and addi-
tional compensation in the form of “performance-based”
bonuses. Certain agreements include covenants against
competition with Edgewater, which extend for a period of
time after termination. These agreements generally continue
until terminated by the employee or Edgewater.
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17. Noncancelable Operating Leases:
Edgewater leases office space and certain equipment

under noncancelable operating leases through 2009. As
discussed in Note 15, certain of these facilities are leased
from related parties. Annual future minimum payments
required under operating leases that have an initial or
remaining noncancelable lease term in excess of one
year are as follows:

Fiscal Years Amount

(In Thousands)
2001 $1,120
2002 936
2003 822
2004 735
2005 574
Thereafter 1,007

$5,194

Rent expense, including amounts paid to related parties
and for discontinued operations, was approximately $12.3
million, $13.6 million and $11.1 million for the years ended
December 31, 2000, 1999 and 1998, respectively.

18. Segment Information:
As a result of the Company’s IT restructuring plan in

late 1999, as discussed in Note 4, the Company determined
that Edgewater Technology, its eSolutions business, was
fundamentally different than the other components of its
Professional/IT segment and the Company began man-
aging the eSolutions segment as an autonomous business
unit beginning in 2000. Accordingly, in January 2000,
Edgewater began disaggregating the results of its
eSolutions business unit and reviewing those results sep-
arately. These operations had previously been included
in its Professional/IT segment.

The Company’s eSolutions segment, provides
eCommerce software solutions, consulting and develop-
ment services. The “corporate” column below includes
general corporate expenses, headquarters facilities and
equipment, internal-use software, and other expenses
not allocated to the segments. The “corporate” column
includes general corporate expenses, headquarters facilities
and equipment, internal-use software, and other expenses
not allocated to the segment.

The accounting policies used in measuring segment
assets and operating results are the same as those
described in Note 2. The Company evaluates perform-
ance of the segments based on segment operating income,
excluding corporate overhead. The Company does not
have any significant intersegment sales or transfers.
Revenues and property and equipment for all periods
presented are from operations in the United States.

The results of the Company’s business segments as of
and for the years ending December 31 are as follows:

Edgewater Consolidated

Technology Corporate Totals

(In Thousands)

2000
Revenues $31,542 $        — $ 31,542
Selling, general and 

administrative expense 11,324 3,087 14,411
Earnings before interest, taxes, 

depreciation and amortization 4,718 (3,164) 1,554
Depreciation and amortization 5,062 16 5,078
Operating loss (344) (3,180) (3,524)
Capital expenditures 1,420 118 1,538
Total assets of continuing 

operations 45,257 194,612 239,869

1999
Revenues $ 15,040 $        — $  15,040
Selling, general and 

administrative expense 4,083 5,024 9,107
Earnings before interest, taxes,

depreciation and amortization 4,045 (5,024) (979)
Depreciation and amortization 895 — 895
Operating income (loss) 3,150 (5,024) (1,874)
Capital expenditures 157 5 162
Total assets of continuing 

operations 45,856 24,602 70,458

19. Significant Customers:
The following table summarizes the revenue and accounts

receivable from customers in excess of 10% of reported
amounts for the periods presented.

December 31, 2000 1999

Revenue
Synapse Group, Inc. 27.0% 48.8%
HomeRuns.com 19.9% 13.0%
American Student Assistance 18.0% 17.0%

December 31, 2000 1999

Accounts Receivable
Synapse Group, Inc. 36.9% 33.9%
HomeRuns.com 16.5% — %
American Student Assistance 10.3% — %
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The net income and earnings per share amounts below include results from discontinued operations. Results for our
eSolutions segment are included after April 1, 1999, the effective date of that acquisition.

2000 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Total
Service revenues $7,087 $   7,969 $ 8,360 $ 8,126 $ 31,542
Gross profit 3,717 4,243 4,249 3,756 15,965
Net income (loss) 1,931 (106,776) 61,578 (7,940) (51,207)
Basic earnings per share $0.07 $(3.62) $2.11 $(0.28) $(1.75)
Diluted earnings per share $0.07 $(3.61) $2.11 $(0.28) $(1.74)

1999 1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Total
Service revenues $    — $ 4,959 $5,072 $5,009 $15,040
Gross profit — 2,748 2,835 2,545 8,128
Net income 6,407 10,759 7,822 5,225 30,213
Basic earnings per share $0.22 $0.37 $0.27 $0.18 $1.03
Diluted earnings per share $0.22 $0.37 $0.27 $0.18 $1.02

First Quarter 2000 Second Quarter 2000
Per Discontinued Per Discontinued

Form 10-Q Operations Restated Form 10-Q Operations Restated
Service revenues $294,285 $(287,198) $ 7,087 $  65,040 $ (57,071) $   7,969
Gross profit 73,017 (69,300) 3,717 19,738 (15,495) 4,243
Net loss—continuing 1,931 (2,529) (598) (102,313) 101,817 (496)
Discontinued operations — 2,529 2,529 1,712 (101,817) (100,105)
Loss on sale — — — (6,175) — (6,175)
Net income (loss) 1,931 — 1,931 (106,776) — (106,776)
Basic earnings per share $0.07 — $0.07 $(3.62) — $(3.62)
Diluted earnings per share $0.07 — $0.07 $(3.61) — $(3.61)

Third Quarter 2000 Fourth Quarter 2000
Per Discontinued Discontinued

Form 10-Q Operations Restated 4th Quarter Operations Restated
Service revenues $15,547 $(7,187) $ 8,360 $16,267 $(8,141) $ 8,126
Gross profit 6,544 (2,295) 4,249 6,240 (2,484) 3,756
Net loss—continuing (430) 1,170 740 (2,154) 828 (1,326)
Discontinued operations (7,725) (1,170) (8,895) (6,597) (468) (7,065)
Extraordinary item, net — — — — (360) (360)
Gain on sale 69,733 — 69,733 811 — 811
Net income (loss) 61,578 — 61,578 (7,940) — (7,940)
Basic earnings per share $2.11 — $2.11 $(0.28) — $(0.28)
Diluted earnings per share $2.11 — $2.11 $(0.28) — $(0.28)

First Quarter 1999 Second Quarter 1999
Per Discontinued Per Discontinued

Form 10-Q Operations Restated Form 10-Q Operations Restated
Service revenues $280,313 $(280,313) $    — $304,272 $(299,313) $4,959
Gross profit 68,945 (68,945) — 78,255 (75,507) 2,748
Net loss—continuing 6,407 (6,937) (530) 10,759 (10,854) (95)
Discontinued operations — 6,937 6,937 — 10,854 10,854
Net income 6,407 — 6,407 10,759 — 10,759
Basic earnings per share $0.22 — $0.22 $0.37 — $0.37
Diluted earnings per share $0.22 — $0.22 $0.37 — $0.37

Third Quarter 1999 Fourth Quarter 1999
Per Discontinued Discontinued

Form 10-Q Operations Restated 4th Quarter Operations Restated
Service revenues $319,155 $(314,083) $5,072 $317,113 $(312,104) $5,009
Gross profit 80,090 (77,255) 2,835 74,988 (72,443) 2,545
Net loss—continuing 7,822 (8,630) (808) 5,225 (5,914) (689)
Discontinued operations — 8,630 8,630 — 5,914 5,914
Net income 7,822 — 7,822 5,225 — 5,225
Basic earnings per share $0.27 — $0.27 $0.18 — $0.18
Diluted earnings per share $0.27 — $0.27 $0.18 — $0.18

S U P P L E M E N TA R Y  Q U A R T E R LY  F I N A N C I A L  I N F O R M AT I O N  
(In Thousands)
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Directors and Executive Officers

Clete T. Brewer
Chairman of the Board and 
Chief Executive Officer

Terry C. Bellora
Chief Financial Officer

Gordon Y. Allison, Esq.
Executive Vice President—
General Counsel and 
Corporate Secretary

Michael R. Loeb
Outside Director

William J. Lynch
Outside Director

Bob L. Martin
Outside Director

R. Clayton McWhorter
Outside Director

Charles A. Sanders, M.D.
Outside Director

Edgewater’s eSolutions Division

Shirley Singleton
President and 
Chief Executive Officer

David Clancey
Senior Vice President and 
Chief Technology Officer

David J. Gallo
Chief Operating Officer

Frank Mainero
Senior Vice President of 
Corporate Development 

Common Stock Data
The Company’s common stock

trades on the Nasdaq National
Market under the symbol EDGW.
The following table sets forth the
high and low trading price of the
Company’s common stock during
each quarter of 1999 and 2000 and
the first quarter of 2001 through
March 20, 2001.

Fiscal 1999 High Low

First Quarter $24.625 $5.750
Second Quarter 12.750 6.875
Third Quarter 12.875 6.938
Fourth Quarter 8.875 6.125

Fiscal 2000
First Quarter 12.063 7.125
Second Quarter 8.562 4.437
Third Quarter 7.968 4.687
Fourth Quarter 7.000 4.562

Fiscal 2001

First Quarter 7.062 3.687
(through March 20, 2001)

We have not paid dividends in the
past and intend to retain earnings to
finance the expansion and operations
of our business. We do not anticipate
paying any cash dividends with
regard to cash generated through
our normal operations in the 
foreseeable future.

Form 10-K
The Company’s Annual Report on

Form 10-K, excluding exhibits, for
the year ended December 31, 2000,
as filed with the Securities and
Exchange Commission, is available
to stockholders without charge upon
written request to:

Investor Relations
Edgewater Technology, Inc.
20 Harvard Mill Square
Wakefield, Massachusetts 01880
Phone: (781) 246-3343
Fax: (781) 246-5903

Transfer Agent
EquiServe Trust Company, N.A.
1 North State Street, 11th Floor
Chicago, Illinois 60602

Independent Accountants
Arthur Andersen LLP
Boston, Massachusetts

Executive Offices of
Edgewater Technology, Inc.

302 East Millsap Road
Fayetteville, Arkansas 72703
Phone: (501) 973-6084
Fax:     (501) 973-6049

20 Harvard Mill Square
Wakefield, Massachusetts 01880
Phone: (781) 246-3343
Fax: (781) 246-5903
www.edgewater.com

Annual Meeting
The Annual Meeting of stockholders

will be held at 10:00 a.m. eastern on
June 6, 2001, at the 
Boston Marriott Long Wharf
Boston, Massachusetts 
Phone: (617) 227-0800 

CORPORATE INFORMATION



Please join us in remembering our seven colleagues 
whose lives were tragically taken on 

December 26, 2000 and who will be missed dearly.

Jennifer Bragg Capobianco
Janice Hagerty

Lou Javelle
Rose Manfredi
Paul Marceau
Cheryl Troy
Craig Wood

Donations for the benefit of the victims' families
can be mailed to the following address:

The Edgewater Wakefield Memorial Fund, Inc.
P.O. Box 2133

Wakefield, MA 01880-6133

Checks should be made out to:
The Edgewater Wakefield Memorial Fund



20 Harvard Mill Square
Wakefield, MA 01880
Tel:  (781) 246-3343
Fax: (781) 246-5903
www.edgewater.com


