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ITEM 1. BUSINESS
GENERAL

CSG Systems International, Inc. (the Company or 08463 formed in October 1994 and acquired all efdahtstanding capital stock of Cable
Services Group, Inc. from First Data CorporatioB(# on November 30, 1994 (the Acquisition). The @amy did not have any substantive
operations from inception (October 17, 1994) thiotle Acquisition. Subsequent to the Acquisitioaplé Services Group, Inc.'s name was
changed to CSG Systems, Inc. (CSG Systems). Feoimcieption in 1982 until the Acquisition, CSG et was a division or subsidiary of
FDC. On June 28, 1996, the Company acquired dlebutstanding shares of Bytel Limited (Bytel) t8yis a United Kingdom company
which provides customer management software aatlgbkervices to the cable and telecommunicatimhssiries in the United Kingdom.
The Company's financial statements and financfakmation included herein include Bytel's result®perations since the acquisition date.
References in this Item 1 to the Company includ&&§stems and Bytel through which the Company coisdts operations.

The Company's principal executive offices are ledait 5251 DTC Parkway, Suite 625, Englewood, @Golor80111, and the telephone
number at that address is (303) 796-2850. The Coymaommon stock is traded over the counter ofNdtenal Market under the
NASDAQ symbol "CSGS"

COMPANY OVERVIEW

The Company provides customer management soludoriie converging communications markets. Theskats include the cable
television, direct broadcast satellite (DBS), telaenunications, and on-line services industries. Chmpany offers its clients a full range of
processing, software, and professional serviceswdiitomate customer management functions, inaugiiting, sales support, order
processing, invoice calculation and production, aggment reporting, and customer analysis for tangeketing.

The Company's business is concentrated in thewit&in the cable television, DBS, and on-line seeg industries. During 1996, the
Company derived 76.6% of its revenues from comzaini¢he U.S. cable television industry, includsig of the ten largest service providers.
The Company's U.S. clients also include four Regli@ell Operating Companies (RBOCS), two DBS seryitoviders, and an on-line
services company. At December 31, 1996, the Compasyservicing client sites having an aggregatedat million customers in the U.S.,
compared to 18.0 million customers serviced asexfdmber 31, 1995. The Company generated reveri3at3 million in 1996 compared
to $96.4 million in 1995, an increase of 37.2%.

During 1996, the Company expanded its operatioesriationally, primarily through its acquisition Bf/tel. Bytel was established in 1992
and, as one of the leading providers of customes sarvices in the United Kingdom, Bytel providestomer management solutions to
business and residential telephony and cable stevproviders serving a total of approximately 0 customers, 65% of whom receive
multiple services. During 1996, the Company gerer&% of its total revenues from international sesr

CUSTOMER MANAGEMENT SYSTEMS

Convergence and growing competition are increasiagomplexity and cost of managing the interachietween communications service
providers and their customers. Customer managesystems are software-based processing systems wdnictinate all aspects of the
customer's interaction with a service providerfrimitial setup and provisioning, to service adtivnonitoring, through billing and accounts
receivable management. These systems have evdffeckntly within various segments of the convergimarkets.

The majority of cable television, DBS, and wirelessvice providers have elected to outsource billoustomer management, and related
functions because of the significant level of tealbgical expertise and capital resources requivetkielop and implement such systems
successfully. The growing complexity of communioatservices, the manner in which they are packagedoriced, and the increasing
regionalization



of customer management support has led servicedaevto demand enhanced flexibility and functid@gdrom their customer management
systems. Service providers want open systems-mastdmer management solutions which will integweité their corporate management
information systems, thus enabling service prowderuse data generated from customer interaadioagferational and other strategic
purposes such as marketing and sales.

THE CSG SOLUTION

The Company's primary processing product, Commtinita Control System (CCS(TM)), delivers a compkeof customer service
functions, ranging from sales support, order prsicgs scheduling, inventory control, trouble cadled communications with the headend,
through invoice calculation and production to mamragnt reporting, as well as the customer infornmatiecessary for target marketing. The
Company has developed and is developing new sadtprarducts and services to enhance the functigralits current products and to offer
new customer management solutions to its clienisdet the needs of the converging communicationketsa

CSG SERVICES AND PRODUCTS

The Company has three main business lines seiégdnverging communications markets: processidgelated services (offered in a
service bureau environment); software products;@mntessional services.

Processing and Related Services

Processing fees are typically billed based on thmber of a client's customers serviced; ancill@ryises are typically billed on a per
transaction basis; and customized print and matices are billed on a usage basis. Typically,Goenpany signs multi-year processing
contracts with its clients which include provisidos annual price increases. The Company's primpesgessing and related services products
are as follows:

CCS and Related Products. CCS is a customer mamsgsystem used primarily by clients in the cablevision and DBS industries. The
primary purpose of CCS is to provide the Compachests with a complete set of customer managemedtnformation services, including
enrollment of new customers, event ordering, sclieglof on-site video service installations andaiep, customer service support, and
billing. Designed for high volume transaction presiag, CCS is offered as a service bureau apmitawith clients accessing it through a
telecommunications network via terminals or perseoaputers. The Company maintains all recordsfaeslifor its clients and performs
statement processing and invoice mailing in cortjonawith the other services. The Company provig@dde variety of ancillary services to
its clients, such as addressability support, payvjgv, and microfiche. The CCS system offers fidsireporting capabilities and interfaces
with all major vendors so clients can utilize par-piew, automated number identification and aud&ponse units.

For the years ended December 31, 1996, 1995 ard] tt89Company generated 77.3%, 84.7%, and 80dgpectively, of its total revenues
from CCS and related services and software products

CableMAX. The Company also supports a personal coenfpased customer management system, CableMAXh#s functionality similar
to that of CCS, but on a more basic level suitédnlesmaller cable systems. CableMAX is targetecasle sites with less than 2,500
subscribers.

Financial Services. CSG offers a comprehensivefdatancial services (e.g., credit card processatgctronic funds transfer, automated
refund check processing, electronic lockbox sepéte) designed to improve operational efficieadig saving employee time and improv
a client's cash flow.

Statement Printing and Mailing. The Company prosigitement printing and mailing services for &ltoCCS and CableMAX clients, and
will offer this service in connection with its CS@hoenix(TM) product. The Company also provides isiged printing and mailing for
convergence clients not on CSG's systems and &tomers in other industries. The Company's stateprenessing center currently prints
and mails in excess of an average of 20 milliorcgdeper month and handles multiple billing cyctasall clients. The Company offers
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its clients a number of marketing services basehfmmmation contained in the CCS customer datghiaskiding insert design and printing,
direct mailing, and data downloads used to supparket research.

Enhanced Statement Presentation(TM) (ESP(TM)). praduct enables clients to customize all aspddisedr billing statements, create a
unique identity, and build a stronger link to thsiomer. ESP enables clients to send specializedages or coupons on monthly bills,
depending on buying patterns, payment histories ctimer customer specific information.

Software Products Currently Available

The Company licenses its software products undr perpetual and multi- year term licenses. The gamy's available software products
include the following:

ACSR(TM) and related modules. Advanced CustomeviGeRepresentative(TM) (ACSR) is a client/servasdd front end to the CCS
product that employs a graphical user interfaceSR@eatures include a customizable reference fibesasy navigation through pull-down
items and an icon toolbar, e-mail and a news bualleard, and pop-up windows and pull-down menu3SR runs on a local area network at
the client's service center, which is connectetti¢oCCS mainframe. Customer Interaction Tracking( T®T(TM)) is an add-on module to
ACSR which allows customer service representativsisig a relational database management systemactoand recall automatically all
interaction and activity with customers. ACSR Télepy is an add-on module to ACSR which providesnts with an integrated customer
management system for billing and servicing telegyhaustomers independently or in conjunction witheo business lines.

CSG Vantage(TM). CSG Vantage is a software andaeEproduct used in conjunction with CCS. Dataéntained by the Company in a
specially designed database which is updated &taily CCS. Clients are provided with an ad hoc query reporting tool that runs on local
personal computers to access detailed informatamed in the database allowing clients to analyzerations, identify trends, and target
markets.

CSG VantagePoint(TM). CSG VantagePoint is the Camigaenterprise-wide data warehouse product whachbe licensed for use at the
client's own facility. The software product comlsreformation from multiple operational systemg(eCCS, other billing providers,
customer support, CSG Phoenix, etc.) and enhahaedata with selected demographic, psychograptdcsarvey data that may be obtained
from outside vendors or collected by the clientp ia single database structure. The databaselsUetilitates the analysis and
identifications of the demographic, psychograpimd &ransactional parameters of the client and ¢lmmt bases. The product offers a mod
approach, enabling a provider to select the appdica most appropriate for their individual sitati

CSG.web(TM). CSG.web provides clients with a setEld Wide Web (WWW) interactive interface for ethent's customers. CSG.web
enables customers to upgrade their services, pajeper-view events, view information regardingitalde services, and view and pay their
statements on-line via the WWW. CSG.web is incaaper into the client's web site, running on thedébvgerver, which is connected to the
CCS mainframe.

SMS. Bytel's SMS product provides a full range afibess support software solutions for the calditgdon and telecommunications
industries, primarily in the United Kingdom. Theoduct's functionality includes customer care, fagf, provisioning and activation,
addressability, collections, equipment inventosl| cecord processing, rating, dispatch, trouldkdts, mediation, billing, fault management,
sales and marketing, and management reporting.

Software Maintenance and Support

The Company provides maintenance services on &b ebftware products. Maintenance is billed afiguand is typically based upon a
percentage of the software license fee paid bgtistomer. Virtually all new software customers iaige maintenance services. Maintenance
is typically sold for multi-year periods in



conjunction with the software license. Maintenasesvices typically consist of enhancements and tegda the software products, as well as
telephone support concerning the operation of tbgmrams.

Software Products in Development

CSG Phoenix. The Company is developing its nexegaion customer management system to meet theiclianeeds of service providers
competing in the converging communications marke®G Phoenix uses a thréer client/server architecture, composed of thapgical use
interface, the business logic, and the databasé. EB®enix uses an open systems approach includiiigi’d operating system, C and C++
programming languages, APIs, and object-orientaigde analysis, and implementation. CSG Phoeniksuijpport various languages,
currencies and regulatory environments to addresgargence opportunities internationally.

See "Management's Discussion and Analysis of Finh@ondition and Results of Operations" for aduitil discussion of CSG Phoenix
development.

Professional Services

The Company formed the Advanced Business SolufiaBS) group in mid-1995 to address the unique neéd$ients through specialized
services such as technical consulting, custom egain development, business process definitianjept management, decision support
systems, training, software and systems integratiata warehousing, and network analysis, desigrimplementation. ABS supports clients
in implementing the Company's solutions and enatilests to take advantage of the full range otctionality offered by the Company's
products and services.

CLIENTS

The Company's business is concentrated in thewdt&in the cable television, DBS and on-line seegiindustries. Some of the Company's
largest clients in their relevant geographic artigiry markets are as follows:

United States:

Cable Television Clients RBOCs (video services) DBS

Comcast Cable Ameritech New Media Comcast Cable
Communications Enterprises Communications
Continental Cablevision, Pacific Bell Video Echostar Satellite
Inc. Services Corporation
Century Communications SBC Services, Inc. TCI Satellite

Corp. US WEST Communications ,  Entertainment, Inc.
Falcon Holding Group, Inc. Time Warner

L.P. Programming Co.

FrontierVision Operating
Partners, L.P.

Greater Media
Cablevision, Inc.

Intermedia Partners I, High-Speed Data Servi ces On-Line Services

LP. e e e

MediaOne, Inc. Time Warner Cable (Ro ad Prodigy Services Corp.
Tele-Communications, Runner)

Inc. (TCI) Cablevision Systems

Time Warner Cable Corp. (Optimum)

TKR Cable Company

International:

A2000 Holding, N.V. Foxtel Management Pty
Bell Canada Limited

Bell Cablemedia, plc Scottish Telecom
Cabletel TeleWest

Eurobell



During the years ended December 31, 1996, 19951884, revenues from Time Warner Cable and it§ia&#d companies represented
approximately 22.9%, 27.9% and 27.3% of total rexemn and revenues from TCI represented approxiyn2859%, 25.2% and 23.0% of to
revenues, respectively. The Company has sepamtessing agreements with multiple affiliates of @iWarner Cable and provides products
and services to them under separately negotiatd@xecuted contracts. See "Management's Discuasiinalysis of Financial Condition
and Results of Operations" for additional discuss&garding significant customers.

CLIENT AND PRODUCT SUPPORT

The Company's clients typically rely on CSG for oimg support and training needs relating to the Gamy's products. As of December 31,
1996, the client and product support group congisf€22 employees, or approximately one- fourtthefCompany's total employees. The
Company's client support includes a 24-hour-a-dayen-day-a-week help desk.

SALES AND MARKETING

The Company has assembled a direct sales andssglpsrt organization. The market for the Compaprgslucts and services is concentre
with each existing and potential client representimultiple revenue opportunities. The Company higamized its sales efforts around senior
level account managers who are responsible forregenues and renewal of existing contracts withimecount. Account managers are
supported by direct sales and sales support pezbaim are experienced in the various productssandces that the Company provides. In
order to enhance its sales and marketing effdrésCompany has hired account managers, sales $@pgimeers, and product sales
professionals from the cable and telecommunicatidastries with experience in selling large clisatier and relational database systems.
Sales territories are divided into geographic regiwithin the United States, Europe, Latin Amegaa the Pacific Rim.

RESEARCH AND DEVELOPMENT

The Company's product development efforts are fettas developing new products and improving existiroducts. The Company believes
that the timely development of new applications andancements is essential to maintain its connygepsition in the marketplace.

In developing new products, the Company works ¢joséh clients and leading technology vendors éteimine product requirements. For
example, the Company works closely with IBM and cldo help ensure compatibility with new operataygtem releases and evolutionary
changes to hardware and software. Clients ofteviggcadditional information on product and openadibrequirements and serve as beta test
participants.

The Company's research and development staff ¢cedsi$ 213 employees as of December 31, 1996, cardpa 195 as of December 31,
1995. The Company's total research and developexganse, excluding purchased research and devehbpwes $20.2 million, $14.3
million, and $8.7 million for the years ended Detem31, 1996, 1995, and 1994, or 15.3%, 14.8% 18r4Ps of total revenues, respectively.
See "Management's Discussion and Analysis of Finh@ondition and Results of Operations" for aduitl discussion.

COMPETITION

The market for customer management systems indimegecging communications industries is highly cotitpye. The Company competes
with both independent providers and in-house dgea®of customer management systems. The Compéiaydseits most significant
competitors are USCS International, Inc. (USCShc@inati Bell Information Systems (CBIS), a majetlalar billing vendor, which acquire
Information Systems Development (ISD), and in-hasysgtems. As the Company enters additional madgrnhents, it expects to encounter
additional competitors. Some of the Company's detnd potential competitors have substantially gmefinancial, marketing and
technological resources than the Company.



The Company believes that the principal competitaators in its markets include time to marketxithdity and architecture of the system,
breadth of product features, product quality, corgipservice and support, quality of research anedldpment effort, and price.

PROPRIETARY RIGHTS AND LICENSES

The Company relies on a combination of trade seeretl copyright laws, license agreements, nonafiscé and other contractual provisions,
and technical measures to protect its proprietghts. The Company has no patents. The Companyhditts its products under service and
software license agreements which typically grdients non-exclusive licenses to use the prodliss. of the software products is restricted
and subject to terms and conditions prohibitingutiharized reproduction or transfer of the softwameducts. The Company also seeks to
protect the source code of its software as a tsadeet and as a copyrighted work. Despite thesmptions, there can be no assurance that
misappropriation of the Company's software prodaats technology will not occur. Although the Compéelieves that its intellectual
property rights do not infringe upon the proprigtaghts of third parties, there can be no asswgdhat third parties will not assert
infringement claims against the Company. The Com@éso incorporates via licenses or reselling ayeaments a variety of third party
software products that provide specialized funetiiy within its own software products.

In December 1996, CSG settled claims for indemaiion against FDC arising from CSG's acquisitiamfr-DC of CSG Systems. The
claims related to certain patents held by Ronalf#z Technology Licensing Partnership L.P. (RAKWhich allegedly were infringed by
the use of certain CSG products. The terms ofetiéement were not material to CSG. In connectidth the settlement, CSG entered into a
non-exclusive patent license agreement with RAKthE, terms of which are not expected by CSG to laaveterial effect on its business or
future results of operations.

EMPLOYEES

As of December 31, 1996, the Company had a tot&@®afemployees, of whom 78 were engaged in admatiish, 40 in sales and marketing,
132 in systems and programming, 213 in researctdanelopment, 222 in client and product supportp@fessional services consultants,
and 177 in statement production. The Company'sesisds dependent upon its ability to attract atmimeualified employees. None of the
Company's employees are subject to a collectivgdiring agreement. The Company believes thatlasioas with its employees are good.

FDC DATA PROCESSING FACILITY

The Company outsources to FDC certain data prawessid related services required for operatiom@®fQ@CS system. The Company's
proprietary software is run in FDC's facility totalm the necessary mainframe computer capacitysapdort without making the substantial
capital investment that would be necessary folGbmpany to provide this capacity directly. The Camgs clients are connected to the FDC
facility through a combination of private and conroially provided networks. FDC provides the sergipairsuant to a recently renewed five
year agreement. The Company believes it could mlaaia processing services from alternative souiceecessary. See Note 8 to
Company's Consolidated Financial Statements foitiadel discussion.

ITEM 2. PROPERTIES

The Company leases five facilities, including thieseses entered into subsequent to December 3&, t8ling approximately 70,000 squi
feet in Denver, Colorado and surrounding commusifitne Company utilizes these facilities primafdy i) corporate headquarters, ii) sales
and marketing activities, iii) business offices itsrprofessional consultants, and iv) certain aese and development activities. The leases for
these facilities expire in the years 1997 througé®

The Company leases three facilities totaling apipnately 172,000 square feet in Omaha, Nebraska Cmpany utilizes these facilities
primarily for
i) client services and product support, ii) systemnd



programming activities, iii) research and developtaetivities, iv) statement production and mailingd v) general and administrative
functions. The leases for these facilities expiréhie years 1998 through 2007.

The Company leases office space in Slough, Bersinithe United Kingdom for its U.K. operation$hellease for this facility expires in
2002.

The Company believes that its facilities are adegta its current needs and that additional sigtabace will be available as required. The
Company also believes that it will be able to edtirases as they terminate. See Note 8 to the Qopisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.

ITEM 3. LEGAL PROCEEDINGS

From time to time, the Company is involved in Iétgn relating to claims arising out of its opevas in the normal course of business. In the
opinion of the Company's management, after cortsuttavith legal counsel, the Company is not prelyeaparty to any material pending or
threatened legal proceedings except as furtheribescbelow.

In October 1996, a former senior vice presider€86 Systems filed a lawsuit against the Companycantdin of its officers in the District
Court of Arapahoe County, Colorado. The suit claiha certain amendments to stock agreements betiliegplaintiff and the Company are
unenforceable, and that the plaintiff's rights wetteerwise violated in connection with those ameenis. The plaintiff is seeking damages of
approximately $1.8 million, and in addition, seé&$ave such damages trebled under certain Colatatiates that the plaintiff claims are
applicable. The Company denies the allegationsratedds to vigorously defend the lawsuit at alpst

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.



PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Common Stock is traded over-the-eownt the Nasdaq National Market ("NASDAQ/NMS") enthe symbol "CSGS". The
following table sets forth, for the fiscal quart@rdicated, the high and low sale prices of the fany's common stock as reported by
NASDAQ/NMS since the Company's Initial Public Offey on February 28, 199

HIGH LOW
1996
First quarter.....ccccovveeiicieiiiiciieeeeee $25 1/2 $20 1/2
Second qQUArter.....cccoceevvciiiee e, 37 1/4 22 3/8
Third quarter......cccccvvieeeeeees 26 1/4 191/2
Fourth quarter.....cccocvcveveeveeeeieniiieeeeeee 21 3/8 14 3/8

On March 14, 1997, the last sale price of the Camisacommon stock as reported by NASDAQ/NMS was @1 per share. There were 306
holders of record of the Company's common stoakf &éarch 14, 1997.

DIVIDENDS
The Company has not declared or paid cash dividendis common stock since its incorporation.
ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data have beervedrfrom the audited financial statements of tleenpany and CSG Systems, Inc.,
formerly Cable Services Group, Inc. (the Predeags$be selected financial data presented belowlshoe read in conjunction with, and is
qualified by reference to "Management's Discussiwoth Analysis of Financial Condition and Result©pkrations” and the Company's and
the Predecessor's Consolidated Financial StatenTérgsnformation below is not necessarily indicatof the results of future operations.
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STATEMENTS OF OPERATIONS DATA:
Revenues:

Processing and related services.............
Software license and maintenance fees.......
Professional services..........ccccocueene

Total revenues...

Expenses:
Cost of revenues:
Cost of processing and related services:
Direct COStS......covvieriieniienienne
Amortization of acquired software(5)......
Amortization of client contracts and
related intangibles(5)...........c.c.....

Total cost of processing and related
SEIVICES. .. ueieiiieiieeiiee e
Cost of software license and maintenance

GroSS MargiN........ccoceeeeeieereenrennnns

Operating expenses:

Research and development....................
Charge for purchased research and
development(5)
Selling and marketing...............c......
General and administrative:
General and administrative....
Amortization of goodwill and other
intangibles(5).......ccc.cceviiiiiinns
Stock-based employee compensation(5).......
Depreciation..........cccceevveeneennns

Total operating expenses.................
Operating income (I0SS)..........cccevuene
Other income (expense):

Interest expense.....
Interest income...

Total other.........cceeveeiiienene

Income (loss) before income taxes,
extraordinary item and discontinued
OPErations........cccevueeenueeereeennens
Income tax (provision) benefit..............

Income (loss) before extraordinary item and
discontinued operations
Extraordinary loss from early extinguishment
of debt(3)....ccvvviiiiiiiiiiis

Income (loss) from continuing operations.....
Discontinued operations(4):

Loss from operations
Loss from disposition

Total loss from discontinued operations..
Net income (10SS).......cccocverviiiininenns

Net loss per common and equivalent share(8):
Loss before extraordinary item and
discontinued operations
Extraordinary loss from early extinguishment

Weighted average common and equivalent
shares.........cccooeiiiiiiiciies

COMPANY(1)(2)

ONE MONTH 11 MONT
YEAR ENDED YEAR ENDED  ENDED

DECEMBER 31, DECEMBER 31, DECEMBER 31, NOVEMBER

1996 1995 1994 1994

(IN THOUSANDS, EXCEPT SHARE AND PER S

PREDECESSOR

YEAR ENDED YEAR ENDED
30, DECEMBER 31, DECEMBER 31,
1993 1992

HARE AMOUNTS)

$ 113422 $ 96,343 $ 7,757 $76,08
14,736 57 - -
4,139 4 - -
132,297 96,404 7,757 76,08
52,027 46,670 3,647 3497
11,003 11,000 917 -
4092 4,092 341 1,59
67,122 61,762 4,905 36,57
5,040 - - -
2,083 - - -
74245 61,762 4,905 36,57
58,052 34,642 2,852 39,51
20,206 14,278 1,044 7,68
- ~ 40,953 -
8,213 3,770 293 3,05
13,702 11,406 3,073 9,46
6,392 5,680 547 82
3,570 841 - -
5,121 5,687 433 352
57,204 41,662 46,343 24,54
848  (7,020) (43,491) 14,96
(4,168)  (9,070) (769) (1,06
844 663 39 22
(3.324)  (8,407) (730) (84
(2,476) (15427) (44,221) 14,12
- - 3,757 (551
(2476) (15427) (40,464) 8,61
(1,260) - - -
(3736) (15427) (40,464) 8,61
- (3,093) (239) -
- (660) - -
- (3,753) (239) -
$ (3,736) $ (19,180) $ (40,703) $8,61
$ (0.10) $ (0.69) $ (1.80)
(0.05) - -
- (0.17)  (0.01)
$ (0.15)$ (0.86) $ (1.81)

24,988,244 22,494,748 22,494,748
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1 $75578 $71,258

1 75578
7 34,503
2
4 1518
1 36,023
1 36,023
0 39,555
0 5591
4 2012
1 11,431
6 1,052
0 3847
1 23933
9 15622
7)) (1,941)
7 205
0) (1,736)
9 13,886
9) (5539)
0 8347
0 8347

6,727

6,727



COMPANY(1)(2) PREDECESSOR

ONE MONTH 11 MONTHS

YEAR ENDED YEAR ENDED ENDED ENDED YEAR ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31, DECEMBER 31, NOVEMBER 30, DECEMBER 31, DECEMBER 31,
1996 1995 1994 1994 1993 1992
(IN THOUSANDS , EXCEPT SHARE AND PER SHARE AMOUNTS)

OTHER OPERATIONAL DATA:
Number of client's
customers served(7)... 19,212 17,975 16,435 16,347 15,410 15,266
BALANCE SHEET DATA:
Cash and cash

equivalents........... $6,134 $3,603 $6,650 $ 22 $ 61 $ 24
Working Capital........ 4,430 2,359 4,681 8,356 7,570 10,457
Total assets........... 114,910 105,553 130,160 65,695 64,298 69,483
Long-term

obligations(3)(6)..... 32,500 85,068 95,000 10,438 16,375 27,784
Redeemable convertible

preferred stock(3).... - 62,985 59,363

Stockholders' equity

(deficit)(3).......... 41,964  (61,988) (40,429) 43,031 35,980 31,133

(1) The Company was formed in October 1994 andieedj@all of the outstanding capital stock of thed&cessor from FDC on November
1994 (the Acquisition). The Company did not have sumbstantive operations prior to the Acquisitibhe Company's Consolidated Financial
Statements include the accounts of the Predecsism@ November 30, 1994. The statements of opesatiata after November 30, 1994, are
not comparable to data for prior periods due toetffiects of the Acquisition. The Acquisition wascaanted for as a purchase and the
Consolidated Financial Statements since the dateeoficquisition are presented on the new bas&cobunting established for the purchased
assets and liabilities. See Note 3 to the Comp&@ysolidated Financial Statements and "Managembigtussion and Analysis of Finant
Condition and Results of Operations" for additiodiscussion.

(2) On June 28, 1996, the Company acquired ali®bltstanding capital stock of Bytel Limited (Bytd he acquisition was accounted for
using the purchase method of accounting. The Coyp&vnsolidated Financial Statements include Bytekults of operations since the
acquisition date. See Note 3 to the Company's Giolased Financial Statements for additional distuss

(3) The Company completed an initial public offerifiPO) of its common stock in March 1996. The Campsold 3,335,000 shares of
common stock at a price of $15 per share, resuitingt proceeds to the Company, after deductiegitiderwriting discount and offering
expenses, of $44.8 million. The net proceeds frioenlPO were used to repay long-term debt of $406l®mand to pay accrued dividends of
$4.5 million on Redeemable Convertible PreferrezttAs of the closing of the IPO, all of the 8,980 outstanding shares of Redeemable
Convertible Preferred Stock were automatically ested into 17,999,998 shares of common stock, athaime all accrued dividends were
paid. Upon repayment of the long-term debt, the @amy incurred an extraordinary loss of $1.3 millfonthe write-off of deferred financin
costs attributable to the portion of the long- tefebt repaid. See Notes 4 and 5 to the Companyisdlidated Financial Statements for
additional discussion.

(4) Contemporaneously with the Acquisition, the @amy purchased from FDC all of the outstandingteaptock of Anasazi Inc. (Anasazi).
On August 31, 1995, the Company completed a sutisttalivestiture of Anasazi and now carries its agémng investment under the cost
method of accounting. The loss from discontinuegrafions in 1995 and 1994 of $3.8 million and $@iltion, respectively, reflects
Anasazi's operating loss and loss on dispositiarf asd for the eight months ended August 31, 1888,the operating loss for the one mc
ended December 31, 1994. Anasazi's results of ipesssubsequent to August 31, 1995, are not iredlud the Company's results of
operations. See Note 9 to the Company's Consofidatencial Statements for additional discussion.

(5) These charges after November 30, 1994, areipehy the result of certain one-time or Acquisitirelated expenses. See "Management's
Discussion and Analysis of Financial Condition &websults of Operations.”

(6) The Company's debt was incurred as part oAtlrpuisition. See Note 5 to the Company's Consddiddtinancial Statements for additional
discussion. The long-term debt prior to the Acdigairepresents an intercompany loan from FDC.

(7) This represents the number of customers o€tirapany's clients which were serviced by the Compaeanof the end of the period
indicated.

(8) Net loss per common and equivalent share amdhhres used in the per share computation havecbegputed on the basis described in
Note 2 to the Company's Consolidated Financiak&tanhts
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

The Acquisition. CSG Systems International, Inkke(€Company or CSG) was formed in October 1994 agdieed all of the outstanding
capital stock of Cable Services Group, Inc. fromstHData Corporation (FDC) on November 30, 1994 @kquisition). The Company did not
have any substantive operations since inceptiotofiec 17, 1994) through the Acquisition. Subseqtethe Acquisition, Cable Services
Group, Inc.'s name was changed to CSG Systemg38¢ Systems). From its inception in 1982 untl Acquisition, CSG Systems was a
division or subsidiary of FDC. The Company acqui@siG Systems for approximately $137 million in casld accounted for the Acquisition
using the purchase method of accounting. As atre$the Acquisition, the Company incurred certaire-time or acquisition-related charges.
These acquisition- related charges included an idiate charge of $40.9 million as of the Acquisitiate for purchased research and
development which had not yet reached technolo@geadibility, as well as periodic amortization cfjaired software, client contracts and
related intangibles, noncompete agreement, goodwillstock-based employee compensation. These segare hereafter referred to as the
"Acquisition Charges". The Acquisition Charges teta$24.4 million, $21.6 million, and $42.8 millidar the years ended December 31, 1
and 1995, and the period from inception (Octoberl®B4) through December 31, 1994, respectivelg.ates 3 and 10 to the Company's
Consolidated Financial Statements for additionfrimation regarding the Acquisition and AcquisitiGharges.

Public Offering. The Company completed an initiabfic offering (IPO) of its common stock in MarcB96. The Company sold 3,335,000
shares of common stock at a price of $15 per shesalting in net proceeds to the Company, aftdudeng the underwriting discount and
offering expenses, of approximately $44.8 millidhe net proceeds from the IPO were used to repay-term debt of $40.3 million and to
pay accrued dividends of $4.5 million on Redeem&ldavertible Preferred Stock. As of the closingtaf IPO, all of the 8,999,999
outstanding shares of Redeemable Convertible Peef&tock were automatically converted into 17,999 ,shares of common stock, at
which time all accrued dividends were paid. Upgoasenent of the long-term debt, the Company incuareéxtraordinary loss of $1.3
million for the write-off of deferred financing ctssattributable to the portion of the long-term tdedpaid. In conjunction with the repayment
of the long-term debt, the Company reduced theésteates on its remaining long-term debt by fatsr amending its credit facility with its
bank in April 1996. The substantial repayment oigiderm debt as well as the reduced interest matapril 1996 was the primary reason for
the decrease in interest expense from $9.1 milidk®95 to $4.2 million in 1996. See Notes 4 arid the Company's Consolidated Financial
Statements for additional information regarding @@npany's Redeemable Convertible Preferred Stodkang-term debt.

Discontinued Operations. Contemporaneously withAtbguisition, the Company purchased from FDC allhef outstanding capital stock of
Anasazi Inc. (Anasazi) for $6 million cash. Anasavides central reservation systems and serficeghe hospitality and travel industries.
On August 31, 1995, the Company completed a sutisitaivestiture of Anasazi and now carries its agmmg investment under the cost
method of accounting. The loss from discontinuegrafions in 1995 and 1994 of $3.8 million and $@iltion, respectively, reflects
Anasazi's operating loss and loss on dispositiarf asd for the eight months ended August 31, 1888,the operating loss for the one mc
ended December 31, 1994. Anasazi's results of tipesssubsequent to August 31, 1995, are not irmdud the Company's results of
operations. The carrying value of the Company'sstment in Anasazi as of December 31, 1996, camgist convertible preferred stock and
stock warrants of Anasazi, was $0.7 million. Se¢eNbto the Company's Consolidated Financial Statesfor additional information
regarding discontinued operations.

Impact of Acquisition Charges and Other Nonrecgr@harges. As discussed above, the Company hasedcicquisition Charges and otl
one-time, nonrecurring charges for extraordinasg lon early extinguishment of debt and loss froseatitinued operations, which are
reflected in the Company's historical results céraions. The total of these expenses were $28liomi$25.4 million and $43.0 million for
the years ended 1996 and 1995, and the periodifrcaption (October 17, 1994) through December 3941 respectively. The Company's
pro forma results of operations excluding thesmstés shown in the following table. In additionth® exclusion of these expenses from the
calculation, the pro forma results of operations
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were computed using an effective income tax rat@88b. The shares used in the calculation of pnm&earnings per common and equiva
share for 1996 include the weighted average eqerivahares from stock options on a primary basis.

FOR THE PERIOD
FROM INCEPTION

FOR THE YEAR (OCTOBER 17, 1994)
ENDED DECEMBER 31, THROUGH
----------------------------- DECEMBER, 31
1996 19 95 1994
(IN THOUSANDS, EXCEP T PER SHARE AMOUNTS)
PRO FORMA RESULTS OF
OPERATIONS:
Operating income (loss)...... $ 25,194 $ 14593 % (733)
Income (loss) before income
tAXeS. e, 21,870 6,186 (1,463)
Net income (loss)............ 13,559 3,835 (907)
Earnings (loss) per common
and equivalent share........ 0.54 0.17 (0.04)
Weighted average common and
equivalent shares........... 25,294 22,495 22,495

The Company's pro forma earnings before intenasgme taxes, depreciation and amortization (EBITBAS $31.0 million, $20.3 million,
and $20.6 million for the years ended 1996, 19951994, respectively. The Company's pro forma dafimn of EBITDA also excludes the
charges related to the above mentioned expensesifonased research and development, extraordiossyon early extinguishment of debt
and loss from discontinued operations. The 1994TBRI combines the Company's EBITDA for the one maernided December 31, 1994 ¢
CSG Systems' EBITDA for the eleven months endedeRtber 30, 1994, without adjustment. EBITDA is maénded to represent cash flo
for the periods.

Bytel Limited. On June 28, 1996, the Company aaglall of the outstanding shares of Bytel LimitBgtel) for $3.1 million in cash and
assumption of certain liabilities of $1.6 milliofhe acquisition was accounted for using the puhasthod of accounting. The cost in ex
of the fair value of the net tangible assets aeglaf $4.2 million was allocated to goodwill and&ng amortized over seven years on a
straight-line basis. The Company's Consolidatediféial Statements include Bytel's results of opamatsince the acquisition date. Bytel is a
United Kingdom company which provides customer ngenaent software and related services to the caloléedecommunications industries
in the United Kingdom.

Revenues. The Company provides customer manageoletibns, encompassing processing and relateitesnsoftware products and
professional services, for the converging cablevision, telecommunications, direct broadcast k@éDBS), and on-line services industries.
The Company's products and services automate Hrsp&ctrum of billing and customer services fuois, including sales support and order
processing, invoice calculation and production, ar@hagement reporting and market analysis. The @oy'prevenues are derived
principally from processing and related servicelsicl represented 85.8% and 99.9% of the Compamtgkrevenues for 1996 and 1995,
respectively. Processing and related services soofprocessing fees, ancillary services and iceciastomized print and mail services.
Processing fees are typically billed based on thmber of a client's customers serviced, ancillaryises are typically billed on a per
transaction basis, and customized print and marices are billed on a usage basis. Typically,Goenpany signs multi-year processing
contracts with its clients which include provisidos annual price increases. The Company's pravgssid related services are derived
principally from its Communications Control Systé@8CS(TM)) product and ancillary services to CCS.

Although the Company believes that the majoritit®fevenues will continue to come from processing related services over the next
several years, the Company has developed new sefraducts and professional services. The softgaréucts include, among others,
Advanced Customer Service Representative(TM) (AJBR), ACSR Telephony, CSG Vantage(TM), and CSG ¥gePoint(TM). Revenue
from these new software products and professie@ralices, including revenue from the acquired sofen@oducts and related services of
Bytel, were $18.9 million, or 14.2% of total reves,i for the year ended December 31, 1996, compau®@l 1 million for the year ended
December 31, 1995. See "Business" on page 3 fati@ual discussion of the Company's products amdices.
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RESULTS OF OPERATIONS (IN THOUSANDS)

The following table sets forth certain financiataland the percentage of total revenues of the @aynfor the periods indicated. The
Company's results of operations include CSG Systersglts of operations since the Acquisition. parposes of the following analysis, CSG
Systems' results of operations for the eleven nwatided November 30, 1994, have been combinedhétompany's results of operations
for the one month ended December 31, 1994, by gdtiancorresponding items without adjustment. Thisiputation was done to permit
useful comparison between the aggregated twelvalhm@nded December 31, 1996, 1995 and 1994. Thiktge$ Bytel's operations for the
six months ended December 31, 1996, are includétkifollowing table and considered in the disaussif the Company's operations that
follow:

TWELVE MONTHS ENDED DECEMBER 31,
1996 1995 1994
% OF % OF % OF
AMOUNT REVENUE AMOUN T REVENUE AMOUNT REVENUE
(COMBINED)
Revenues:
Processing and related
Services.............. $113,422 85.8% $ 96,3 43 99.9% $83,838 100.0%
Software license and
maintenance fees...... 14,736 11.1 57 0.1 -- --
Professional services.. 4,139 3.1 4 - -- --
Total revenues....... 132,297 100.0 96,4 04 100.0 83,838 100.0
Expenses:

Cost of revenues:
Cost of processing and
related services:

Direct costs.......... 52,027 39.3 46,6 70 48.4 38,624 46.1
Amortization of
acquired software.... 11,003 8.3 11,0 00 114 917 1.1

Amortization of
client contracts and
related
intangibles.......... 4,092 31 4,0 92 42 1935 23
Total cost of
processing and

related services.... 67,122 50.7 61,7 62 64.0 41,476 49.5
Cost of software

license and

maintenance fees...... 5,040 3.8 - - - - -
Cost of professional

SEerviCes.............. 2,083 1.6 - - - - -

Total cost of
revenues 74,245 56.1 61,7 62 64.0 41,476 49.5

Gross margin........... 58,052 439 34,6 42 36.0 42,362 50.5
Operating expenses:

Research and
development........... 20,206 15.3 14,2 78 14.8 8,724 104
Charge for purchased

research and

development........... - - - - - 40,953 4838
Selling and

marketing............. 8,213 6.2 3,7 70 3.9 3,347 4.0
General and

administrative:

General and

administrative....... 13,702 104 114 06 11.8 12,534 15.0
Amortization of

noncompete

agreements and

goodwill............. 6,392 48 5,6 80 59 1373 1.6
Stock-based employee

compensation......... 3,570 2.7 8 41 09 - -
Depreciation........... 5,121 39 56 87 59 3,953 47
Total operating
expenses............ 57,204 433 41,6 62 43.2 70,884 845

Other income (expense):



Interest expense....... (4,168) (3.1) (9,0
Interest income........ 844 0.6 6
Total other.......... (3,324) (2.5) (8,4

Loss before income

taxes, extraordinary

item and discontinued

operations............. (2,476) (1.9) (154
Income tax provision... - - -
Loss before

extraordinary item and

discontinued

operations............. (2,476) (1.9) (15,4
Extraordinary loss from

early extinguishment of

debt......ccervenen. (1,260) (0.9) -
Loss from continuing

operations............. (3,736) (2.8) (15,4
Discontinued operations:

Loss from operations... - - (30
Loss from disposition.. - - 6

Total loss from
discontinued
operations.......... - - (37

Net loss................ $(3,736) (2.8%) $(19,1
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(9.4) (1,836) (2.2)
07 266 0.3

(15.9) (30,092) (35.9)
- 1,762 (2.1)

(32) (239) (0.3)
©o7n - -

(39) (239) (0.3)

(19.8%) $(32,093) (38.3%)




TWELVE MONTHS ENDED DECEMBER 31, 1996 AND 1995

Revenues. Total revenues in 1996 increased 37.2943®.3 million, from $96.4 million in 1995, duemarily to i) increased revenue from
the Company's existing processing and relatedlancservices, and ii) increased revenue from tomg@any's new software products and
professional services.

Processing and related services revenue in 199édsed 17.7% to $113.4 million, from $96.3 milliarl995, due primarily to an increased
number of customers of the Company's clients whiete serviced by the Company and increased revegrueustomer. Customers serviced
as of December 31, 1996 and 1995, were 19.2 miflimh18.0 million, respectively, an increase of6.9he increase in the number of
customers serviced was due primarily to internat@mer growth experienced by existing clients dredaddition of new clients. Revenue per
customer increased due to annual price increasksligd in client contracts and increased usagedfiary services by existing clients.

Revenue from the Company's new software produdteapily ACSR and CSG VantagePoint, and professisaevices, as well as revenue
from the software products and related serviceBytél, were $18.9 million in 1996 compared to $thillion in 1995.

Gross Margin. Gross margin in 1996 increased 6Z®%$68.1 million, from $34.6 million in 1995, duemarily to revenue growth. The grc
margin percentage increased to 43.9% in 1996, coedga 36.0% in 1995. The overall increase in tlsg margin percentage is due
primarily to i) an increase in the gross marginceetage for processing and related services, whilited primarily from annual price
increases included in client contracts, tight @ssttrols in delivering these services, increasedj@®f higher- margined ancillary services by
existing customers, and the increased leverage thertarger revenue base in relation to the anmatitim of acquired software and
amortization of client contracts and related inthleg recorded in 1996, and ii) a favorable changevenue mix which included more
higher-margined software products during 1996 than 1988. Company's gross margin percentage for 1994888, excluding Acquisitio
Charges of $15.1 million for both years, was 558% 51.6%, respectively.

Research and Development Expense. Research andpieeat expense in 1996 increased 41.5% to $2dl@mifrom $14.3 million in

1995, due primarily to increased development egfort several new products which the Company deedlap1996 or is currently
developing, principally CSG Phoenix(TM), and to anbements of the Company's existing products. iitrease in expense consists
primarily of increases in salaries, benefits, atftebpprogramming- related expenses. The Compaswpdistto continue to increase its research
and development expenditures. The Company capthipftware development costs of approximately 88lion in 1996, which consisted

of $2.5 million of internal costs and $0.6 millioh purchased software. Costs capitalized in 1988ead to CSG Phoenix, ACSR Telephony,
CSG.web(TM) and CSG VantagePoint. No software dgraknt costs were capitalized during 1995.

Selling and Marketing Expense. Selling and marigeérpense in 1996 increased 117.9% to $8.2 milfimm $3.8 million in 1995. As a
percentage of revenues, selling and marketing esgircreased to 6.2% in 1996, compared to 3.99995.1The increase in expense is due
primarily to a realignment of the Company's satesd. Subsequent to the Acquisition, a substaptietion of the previous sales force was
terminated during the three months ended Marcii835, and senior management focused on sales @bjhities in 1995. The Company
began building a new direct sales force in mid-1888 continued to expand its sales force through®96.

General and Administrative Expense. General andrasirative (G&A) expense in 1996 increased 20.19%13.7 million, from $11.4 millio
in 1995. As a percentage of revenues, G&A expersesdsed to 10.4% in 1996, compared to 11.8% iB.IB® increase in expense relates
primarily to the development of the Company's managnt team and to related administrative staff ddileing 1996 and 1995 to support
Company's growth. The decrease in G&A expensepascentage of revenue is due primarily to incredsegrage from the larger revenue
base in relation to the level of G&A expenses inedr
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Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodwll996 increased 12.5% to
$6.4 million, from $5.7 million in 1995. The inciE&in expense relates to amortization of goodwolif the Bytel acquisition and
amortization of an additional noncompete agreeraeqtired in April 1996.

Stock-Based Employee Compensation. During 19951884, the Company sold common stock to executifiees$ and key employees
pursuant to performance stock agreements. Thetgteuof the performance stock agreements requiradable” accounting for the related
shares until the performance conditions were remi@reOctober 19, 1995, thereby establishing a nmeasent date. At that date, the
Company recognized total deferred compensatiorb & fillion which represented the difference betwt® price paid by the employees
and the estimated fair value of the stock at OatdBe 1995. The fair value of the stock was estaddty the Company to be $2.75 per sha
that date. Prior to the completion of the IPO,dbéerred compensation was being recognized as-baséd employee compensation expense
on a straight-line basis from the time the shareevpurchased through November 30, 2001. Upon adiaplof the IPO, shares owned by
certain executive officers of the Company werear@kr subject to the repurchase option. In additioe repurchase option for the remaining
performance stock shares decreased to 20 peraamdlgnover a five-year period, commencing on #iterl of an employee's hire date or
November 30, 1994. As a result, approximately $3illon of stock-based employee compensation expense was recotdadthe IPO was
completed in March 1996. Stock-based employee cosgi®n expense for the years ended December 96,drtd 1995, was $3.6 million
and $0.8 million, respectively. Deferred compersadf $1.2 million as of December 31, 1996, isaettd as a component of stockholders'
equity in the Company's Consolidated FinancialeStants. Amortization of the stodlased deferred compensation subsequent to 1996e
approximately $0.4 million per year.

Interest Expense. Interest expense in 1996 ded&#s8% to $4.2 million, from $9.1 million in 199%&jth the decrease attributable to
scheduled principal payments on the Company's teng-debt, the retirement of $40.3 million of lotegm debt with proceeds from the IPO
in March 1996, and a decrease in interest ratesrasult of the Company favorably amending its e credit facility with its bank in Api
1996.

Extraordinary Loss From Early Extinguishment Of Delipon the repayment of the $40.3 million of lclegm debt with IPO proceeds, the
Company recorded an extraordinary charge of $1lBmin March 1996, for the write-off of deferrdithancing costs attributable to the
portion of the long-term debt repaid.

Discontinued Operations. The loss of $3.8 millinrlD95, relates to the Company's investment in &ziashich was disposed of in August
1995.

TWELVE MONTHS ENDED DECEMBER 31, 1995 AND 1994

Revenues. Total revenues in 1995 increased 15.@@6d million, from $83.8 million in 1994, due prarily to an increased number of
customers of the Company's clients which were sedvby the Company and increased revenue per cest@ustomers serviced as of
December 31, 1995 and 1994, were 18.0 million a&hd thillion, respectively, an increase of 9.4%. Th@ease in the number of customers
was due primarily to internal customer growth eigrered by existing clients and the addition of rafents. Revenue per customer increased
due to annual price increases included in clientre@ts and increased usage of ancillary servicdsastomized print and mail services by
existing clients.

Gross Margin. Gross margin in 1995 decreased 182$384.6 million, from $42.4 million in 1994. Theags margin percentage decreased to
36.0% in 1995, compared to 50.5% in 1994. Thesesdses are due primarily to i) increased directscas a percentage of revenues, and ii)
increased amortization of acquired software andranadion of client contracts and related intang#hlThe Company's gross margin
percentage, excluding Acquisition Charges of $hiillion and $1.3 million for 1995 and 1994, was®%.and 52.0%, respectively.
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As a percentage of revenues, direct costs of psatwgand related services increased to 48.4% iB,J88mpared to 46.1% in 1994. This
increase is due primarily to the increased coseofices per customer, which resulted primarilyrfioacreased paper costs, increased data
processing and related costs, increases in empkalages and benefits, and the inclusion of costenversion for certain clients.

The increase in amortization of acquired softwane amortization of client contracts and relatedngiibles in 1995, compared to 1994,
relates primarily to the portion of the Acquisitiparchase price allocated to these intangible$984 includes only one month of
amortization compared to a full twelve months f683.

Research and Development Expense. Research andpieeat expense in 1995 increased 63.7% to $14l@mifrom $8.7 million in 1994,
due primarily to development of CSG Phoenix, ACSR eelated products, and to enhancements of thep@oyts existing products. The
increase consists primarily of increases in sadabenefits, and other programming-related expemsesoftware development costs were
capitalized during 1995 or 1994.

Charge for Purchased Research and DevelopmenteAiroe charge of $40.9 million was taken in Deceni894 for the portion of the
Acquisition purchase price allocated to purchassearch and development, related primarily to C8&Rix and ACSR, which had not
reached technological feasibility as of the Acdiosi date.

Selling and Marketing Expense. Selling and markeérpense in 1995 increased 12.6% to $3.8 milfimm $3.3 million in 1994. As a
percentage of revenues, selling and marketing esgpdacreased to 3.9% in 1995, compared to 4.0%94. IThe increase in expense is due
primarily to a realignment of the Company's satesd. Subsequent to the Acquisition, a substaptietion of the previous sales force was
terminated, and senior management focused on iEdpsensibilities in 1995. The Company began bujdimew direct sales force in mid-
1995 and has added staff since that time.

General and Administrative Expense. G&A expensEd®b decreased 9.0% to $11.4 million, from $12.Honiin 1994. As a percentage of
revenues, G&A expense decreased to 11.8% in 19@apared to 15.0% in 1994. These decreases relatandy to the elimination of
corporate overhead charges and other costs whisteeprior to the Acquisition.

Amortization of Noncompete Agreement and Goodwiithortization of noncompete agreement and goodwill995 increased 313.7% to
$5.7 million, from $1.4 million in 1994, due prinilgrto the portion of the Acquisition purchase pgriallocated to a noncompete agreement
and goodwill, as 1994 includes only one month obdiration compared to a full twelve months for 599

Stock-Based Employee Compensation. Stock-basedgegtompensation of $0.8 million in 1995 relatepurchases of the Company's
common stock by executive officers and key empleyas discussed above.

Depreciation Expense. Depreciation expense in 1%98ased 43.9% to $5.7 million, from $4.0 million1994. As a percentage of revenues,
depreciation expense increased to 5.9% in 1995paced to 4.7% in 1994. These increases are duaplyrno the portion of the Acquisition
purchase price allocated to fixed assets and dipistfrom capital expenditures incurred in 1985upport of research and development
efforts and the overall growth of the Company.

Interest Expense. Interest expense in 1995 inaldas894.0% to $9.1 million, from $1.8 million 934, with the increase attributable to
interest on the Company's long-term debt incureed egesult of the Acquisition.

Income tax expense. Income tax provision decretsedro in 1995, from $1.8 million in 1994, as empany had income in 1994 before
the Acquisition and did not have income in 1995.iNmme tax benefit
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for the Company's net loss was recorded for 199%Bealization of future benefits was not sufficlgrtssured as of December 31, 1995.

Discontinued Operations. The loss of $3.8 milliowd 0.2 million from discontinued operations in 5%hd 1994, respectively, relates to the
Company's investment in Anasazi, which was dispa$éa August 1995.

GENERAL

Significant Customers. The Company has two sigaificlients, Time Warner and Tele-Communications, (TCI). Time Warner accounted
for $30.3 million or 22.9% of total revenues ford69 and $26.9 million or 27.9% of total revenueg ®95. TCI accounted for $34.3 million
25.9% of total revenues in 1996, and $24.3 milbo25.2% of total revenues for 1995. The TCl amsiumtlude revenue from both its cable
television and Primestar DBS operations (i.e., $&fellite Entertainment, Inc.).

The Company's existing contract with TCI for itbleatelevision operations, which was scheduledkore December 31, 1996, has been
extended automatically by its terms for one ye&@l fas announced it is developing an in-housenbiliystem for use in its cable television
operations, and the Company expects TCI's in-heystem to replace the Company's system in thedufire Company cannot estimate
when TCI's in-house billing solution will be avdile or the timing of significant conversions fronetCompany's system to TCI's in-house
billing solution. In December 1996, CSG signed & entract with TCI Satellite Entertainment, Ins.their exclusive provider of customer
management services including the purchase of Q8@rx and CSG VantagePoint.

CSG Phoenix. Release Version 0.7 of CSG Phoeniichah the Company's next generation customer meanagt system for the converging
communications industries, was delivered to twdamers in December 1996 for testing and to fatditheir implementation planning
activities. Release Version 1.1, which containstéatthl functionality for convergence includingéphony, but does not contain certain
functionality related to statement processingcheesluled to be delivered by the end of March 1@8Tefsting and integration at customer
sites. Release Version 1.2, which will include &ddal functionality originally scheduled for RetmaVersion 1.0, is scheduled to be deliv:
to customer sites in the second quarter 1997. Tmepany presently expects a beta site to be indtalléhe third quarter of 1997. The CSG
Phoenix system is being developed on a threeimmttserver, object- oriented architecture anddsigned to enable clients to quickly deploy
new convergence services such as voice, video atag ahd to support large customer service sites.statements regarding timing of the
Company's delivery of CSG Phoenix and the insialladf a beta site in the third quarter of 1997 farevard-looking statements. The actual
timing is subject to delay due to the variety aftéas inherent in the development and initial innpéstation of a new, complex software
system. Installation is also subject to factoratiey to the integration of the new system withd¢hent's existing systems.

Income taxes. Although the Company incurred aost In 1996, the Company expects to pay U.S indaxes for 1996, due primarily to
differences in the timing of recognition of the atimation of intangible assets for financial refrmgtand tax purposes. Based on its
projections, the Company expects to pay U.S. inctames for 1997. Bytel has an operating loss carwdrd of approximately $1.1 million
of December 31, 1996, which has no expiration dased on this, the Company does not expect Bytehy any significant United Kingda
taxes for 1997.

At December 31, 1996, management of the Companyateal its 1995 and 1996 operating results, asasgefirojections for 1997 and 1998,
and concluded that it was more likely than not tteatain of the Company's deferred tax assets weilcbalized. Accordingly, the Company
has recognized a net deferred tax asset of $1lébmiThe Company has recorded a valuation allowarf@pproximately $24.0 million
against the remaining
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net deferred tax assets since realization of thesee benefits is not sufficiently assured as etBmber 31, 1996.

The Company intends to analyze the realizabilitthefnet deferred tax assets at each future qlyarégrorting period. The current quarterly
results of operations, as well as the Companyjeged results of operations, will determine thguieed valuation allowance at the end of

each quarter. Based on its current projectiongefating results for 1997 and 1998, the Compange&spo realize additional deferred tax

assets in 1997.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 1996, the Company's principatees of liquidity included cash and cash equivialef $6.1 million. The Company also
has a revolving bank line of credit in the amour$%.0 million, of which there were no borrowingststanding. The line of credit expires
December 31, 2000.

During 1996, the Company generated $29.1 millionghcash flow from operating activities and reedia $2.0 million principal payment on
a note receivable from Anasazi. Cash generated fin@se sources was used to fund capital expensitir$8.2 million, additions to software
of $3.6 million, acquisitions of $4.9 million and tepay long-term debt of $12.3 million. Also, irakéh 1996, the Company sold 3,335,000
shares of common stock at an initial public offgrprice of $15 per share, resulting in net proceéedse Company, after deducting
underwriting discounts and offering expenses, pragximately $44.8 million. The net proceeds frora tRO were used to repay long-term
debt of $40.3 million and to pay accrued dividenti$4.5 million on Redeemable Convertible Prefei®¢ack. As of the closing of the IPO,
all of the 8,999,999 outstanding shares of Redetar@tnvertible Preferred Stock were automaticatigverted into 17,999,998 shares of
common stock, at which time the accrued dividerstsaine payable. In conjunction with the $40.3 milliepayment of long-term debt, the
Company decreased the interest rates on its langdebt by favorably amending its credit facilitytiwits bank in April 1996.

The Company believes that cash generated from tipesaand the amount available under the revolbiaugk line of credit will be sufficient
to meet its anticipated cash requirements for djpars (including research and development experefijuincome taxes, debt service, and
anticipated capital expenditures through the nertie months.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of
CSG Systems International, Inc.:

We have audited the accompanying consolidated balsineets of CSG Systems International, Inc., avse corporation, and Subsidiaries
as of December 31, 1996 and 1995, and the relatesblidated statements of operations, stockholdgrsty and cash flows for years ended
December 31, 1996 and 1995, and the period froepiian (October 17, 1994) through December 31, 1984dse financial statements are
responsibility of the Company's management. Oyamrsibility is to express an opinion on these friahstatements based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of CSG Systems
International, Inc. and Subsidiaries as of Decendie1996 and 1995, and the results of their ojmrstand their cash flows for the years
ended December 31, 1996 and 1995, and the penodifrception (October 17, 1994) through December1994, in conformity with
generally accepted accounting principles.

Arthur Andersen LLP

Omaha, Nebraska
January 27, 1997
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CSG SYSTEMS INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

DECEMBER 31,

ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable-

........ $ 6,134 $ 3,603

Trade-
Billed, net of allowance of $819 and $521....... ... 33,141 22,400
unbilled....ccccooovviiiiiiiiiieeeieeeee 5,220 803
Other........cocevvveeeeiinnns . 1,342 1,925
Deferred income taxes.......cccocvvvvvvvvevenne. . 45 --
Other current @ssets........ccoovevvvvvvvveeeeees 2,574 585
Total current assets.........ccceevevccceees 48,456 29,316

Property and equipment, net.............cccceeees

Investment in discontinued operations............. ... 732 2,732

Software, et 13,629 21,083

Noncompete agreements and goodwill, net............ . ... 25,730 25,657

Client contracts and related intangibles, net...... ... 9,752 13,846

Deferred income taxes........cccovvvveevvvccs L. 1,356 -

Other @assets......cccccvvviieiiiiiiiieeeieees 2,162 3,038
Total @SSetS..vvvvviiiiiiiesceieeeee $114,910 $105,553

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities:

Current maturities of long-term debt............... ... $ 10,000 $ 10,000
Customer depositS.......ccocvvvevviiveeeesiceees 6,450 5,505
Trade accounts payable..........ccccocvvveveeee. L 12,620 6,110

Accrued liabilities.............. o 8,177 4,421
Deferred revenue.......... — 5,384 622
Accrued INCOME taXeS....ccovvvvvveeeviciieeeaeee 945 -
Other current liabilities.........cocoeeveeveeeee. L 450 299
Total current liabilities...........cceeeeeee. L 44,026 26,957

Long-term debt, net of current maturities.......... ... 22,500 75,068
Deferred revenue........ccocceevvvveeennccieeee. L 6,420 2,531
Commitments and contingencies (Note 8)
Redeemable convertible preferred stock, par value $ .01 per

share; zero shares and 9,500,000 shares authorized ; Zero

shares and 8,999,999 shares issued and outstanding ... - 62,985
Stockholders' equity (deficit):

Preferred stock, par value $.01 per share; 10,000, 000

shares and zero shares authorized; zero shares is sued and
outstanding.....cccvveevevevieeeeee e -- --
Common stock, par value $.01 per share; 100,000,00 0 shares

and 50,000,000 shares authorized; 2,890,522 share s and

18,256,998 shares reserved for redeemable convert ible

preferred stock, employee stock purchase plan and stock

incentive plans; 25,488,876 shares and 4,243,000 shares

issued and outstanding.............ccceeeeeninns
Additional paid-in capital...............

........ 255 42
........ 111,367 7,720

Deferred employee compensation...........ccceeee. L (1,207) (4,968)
Notes receivable from employee stockholders....... ... (861) (976)
Accumulated translation adjustments............... . ... 573 -
Accumulated defiCit........oocovevviiie (68,163) (63,806)
Total stockholders' equity (deficit)........... . ... 41,964 (61,988)

Total liabilities and stockholders' equity.....

The accompanying notes are an integral part oktheasolidated financial statements.
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CSG SYSTEMS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

FOR THE
PERIOD FROM
INCEPTION
(OCTOBER 17,
1994)
YEAR ENDED DECEMBER 31, THROUGH
------------------------ DECEMBER 31,
1996 1995 1994
Revenues:
Processing and related services....... $ 113,42 2$ 96,343 $ 7,757
Software license and maintenance
fEeS. i 14,73 6 57 --
4,13 9 4 -
Total revenues...........cceeen. 132,29 7 96,404 7,757
Expenses:
Cost of revenues:
Cost of processing and related
services:
Direct CoSts........ccoevvrvirieenns 52,02 7 46,670 3,647
Amortization of acquired software.... 11,00 3 11,000 917
Amortization of client contracts and
related intangibles................. 4,09 2 4,092 341
Total cost of processing and related
SEIVICES.....ccevvvviiiiiiiienes 67,12 2 61,762 4,905
Cost of software license and
maintenance fees..................... 0 -- -

Operating expenses:

Research and development.............. 20,20 6 14,278 1,044
Charge for purchased research and
development........cccccceeeeennnnn. -- -- 40,953
Selling and marketing................. 8,21 3 3,770 293
General and administrative:
General and administrative........... 13,70 2 11,406 3,073
Amortization of noncompete
agreements and goodwill............. 6,39 2 5,680 547
Stock-based employee compensation.... 3,57 0 841 -
Depreciation...........cccccvvveeeenns 5,12 1 5,687 433
Total operating expenses. 57,20 4 41,662 46,343
Operating income (l0sS)................ 84 8 (7,020) (43,491)
Other income (expense):
Interest expense..........ccoceeennee (4,16 8) (9,070) (769)
Interest income..........ccocceveeeen. 84 4 663 39
Total other..........ccccceeeneee. (3,32 4)  (8,407) (730)
Loss before income taxes, extraordinary
item and discontinued operations...... (2,47 6) (15,427) (44,221)
Income tax benefit - - 3,757

Loss before extraordinary item and

discontinued operations............... (2,47 6) (15,427) (40,464)
Extraordinary loss from early

extinguishment of debt................ (1,26 0) - -

Loss from continuing operations........ 3,73 6) (15,427) (40,464)

Discontinued operations:
Loss from operations.................. -- (3,093) (239)
Loss from disposition................. -- (660) --



Total loss from discontinued

operations........cccccvveeeeennn. -- (3,753) (239)
NEt 10SS...ceeviieiiiiiieeiieeee $ (3,73 6) $ (19,180) $ (40,703)
Net loss per common and equivalent
share:

Loss before extraordinary item and

discontinued operations.............. $ (0.1 0)$ (0.69) $ (1.80)
Extraordinary loss from early
extinguishment of debt............... (0.0 5)

Loss from discontinued operations..... - (0.17) (0.01)

Net 10SS....ccovveeviieeiiieeene, $ (01 5)$ (0.86) $ (1.81)
Weighted average common and equivalent
shares......ccccoccvvvevicnnennn. 24,988,24 4 22,494,748 22,494,748

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995,
AND THE PERIOD FROM INCEPTION (OCTOBER 17, 1994) TO DECEMBER 31, 1994
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

ADDITION

PREFERRED COMMON PAID-IN
STOCK STOCK CAPITAL

1994.......cceneeen. $-- $--
Issuance of 2,587,500

shares of common stock

for cash ($.22 per
share).......cceee... - 26
Accretion of redeemable
convertible preferred
StoCK...ooiiiiiis -- --
Accrued dividends on
redeemable convertible
preferred stock........ - -
Net loss.......ccee -- -

1994, - 26
Issuance of 1,655,500

shares of common stock
under employee stock
purchase plan (ranging

from $.22 to $4.25 per
share).......cceeee.. - 16
Amortization of deferred
stock-based employee
compensation expense... -
Accretion of redeemable
convertible preferred
StoCK...oooiiiiiens -- --
Accrued dividends on
redeemable convertible
preferred stock........ - -
Net loss........c.... -- -

1995, - 42
Issuance of 3,335,000

shares of common stock

for cash pursuant to

initial public

offering, net of

issuance costs ($13.43

per share)............. - 33
Accrued dividends on
redeemable convertible
preferred stock........ - -
Conversion of 8,999,999
shares of redeemable
convertible preferred

stock into 17,999,998

shares of common
stock..........ooee. -- 180
Amortization of deferred
stock-based employee
compensation expense... -
Purchase and

cancellation of 105,600
shares of common stock
(ranging from $.22 per

share to $.45 per
share).......cceee... - -
Issuance of 5,925 shares

of common stock as
compensation ($15 per

Exercise of stock
options for 4,800

54

44,76

(22

CSG SYSTEMS INTERNATIONAL, INC.

NOTES
RECEIVABLE

AL DEFERRED FROM ACCUMULATED
EMPLOYEE EMPLOYEE TRANSLATION ACCUMULATE
COMPENSATION STOCKHOLDERS ADJUSTMENTS DEFICIT

$ - $-  $- 0§ -
9 - - - -
S .
- - - (297)
- - -~ (40,703)
9 - - ~  (41,004)

1 (5,809) (976) - -

841 - - -

- - - (36)

- - ~  (3,586)

- - ~  (19,180)
0 (4,968  (976) -~ (63,806)
1 - - - -

- - - (614)
9 - - - -

3,570 - - -

1) 191 5 - -
9 - - - -

TOTAL
STOCKHOLDERS'

D EQUITY

(DEFICIT)

575

“

(297)
(40,703)

(40,429)

402

841

(36)

(3,586)
(19,180)

(61,988)

44,794

(614)

59,109

3,570

(25)
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shares of common stock
(ranging from $1.25 per
share to $3.25 per
share).......cceee... - -
Employee purchase of
5,753 shares of common
stock pursuant to

employee stock purchase
plan (ranging from

$13.07 per share to

$17.19 per share)...... - - 8
Accretion of redeemable
convertible preferred

Payment of note

receivable from

employee stockholder... - - -
Translation

adjustments............ - - --
Net l0SS......cccovuuee - - -

Balance, December 31,
1996....ccccvvvenenne $-- $255 $111,36

~

$(1,207)

$(861)

$573

$(68,163)

The accompanying notes are an integral part oktheasolidated financial statements.
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CSG SYSTEMS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(IN THOUSANDS, EXCEPT SHARE AMOUNTYS)

FOR THE
PERIOD FROM
INCEPTION
(OCTOBER 17,
YEAR ENDED 1994)
D ECEMBER 31,  THROUGH
— e DECEMBER 31,
1 996 1995 1994

Net 10SS....covviiiiieiiiiiec e $( 3,736) $(19,180) $ (40,703)
Adjustments to reconcile net loss to net cash

provided by (used in) operating activities--

Depreciation.........ccccceevvveeeeeninnen. 5,121 5,687 433
Amortization . 2 2,180 21,686 1,805
Income tax benefit............cccccvveeeens -- -- (3,757)
Purchased research and development........... -- -- 40,953
Stock-based employee compensation............ 3,570 841 -
Extraordinary loss from early extinguishment
of debt.......ceeviiiiiiiiiie 1,260 - -
Loss from discontinued operations............ - 3,753 239
Changes in operating assets and liabilities:
Trade accounts receivable, net.............. 1 2,673) (3,265) (937)
Other receivables............cccccvveeeen. 583 157 (2,055)
Deferred income taxes............ccccueeee ( 1,401) - --
Other current and noncurrent assets......... ( 2,968) (117) (294)
Customer depositsS..........ocueeeereunnen. 945 977 -
Trade accounts payable and accrued
liabilities........ccccooiiniiniiens 7,447 (1,565) 3,711
Deferred revenue...........cccoeeeevuneen. 8,651 2,800 6
Other current liabilities.................. 151 3 95
Net cash provided by (used in) operating
activities.......oocveiiiiiiiieie 2 9,130 11,777 (504)
Cash flows from investing activities:
Acquisition of businesses, net of cash
ACUITEd...ceeieeiieee e ( 4,918) - (137,013)
Purchases of property and equipment, net..... ( 8,181) (5,202) (238)
Additions to software...........cccccueeeeeen ( 3,553) - --
Net investment in discontinued operations.... 2,000 (92) (6,632)
Net cash used in investing activities...... (1 4,652) (5,294) (143,883)
Cash flows from financing activities:
Proceeds from issuance of common stock....... 4 4,883 402 575
Proceeds from issuance of redeemable
convertible preferred stock................. - - 59,062
Payment of note receivable from employee
stockholder..........ccoccvveiiiiiinnennne 110 - -
Purchase and cancellation of common stock.... (25) - --
Payment of dividends for redeemable
convertible preferred stock................. ( 4,497) - -
Proceeds from long-term debt and revolving
credit facility........ccccceeeeereiennnnnns -- -- 95,351
Payments on long-term debt and revolving
credit facility........cc.occveeeeinnnnn. 5 2,568) (9,932) (351)
Deferred financing costs...........c.cc...... - - (3,600)
Net cash provided by (used in) financing
activities.......cocveiiiiiiieiieee 1 2,097) (9,530) 151,037
Effect of exchange rate fluctuations on cash.. 150 - --
Net increase (decrease) in cash and cash
equivalents........ccccoeeviieeeniiiiieeenn. 2,531 (3,047) 6,650
Cash and cash equivalents, beginning of
PEriod....covvveeeeeeeeeieiciiiieieees 3,603 6,650 --

Cash and cash equivalents, end of period...... $ 6,134 $ 3,603 $ 6,650




Supplemental disclosures of cash flow

information:

Cash paid (received) during the period for-

INEEIeSt....vvevieieeieeeeie e $ 4,000 $ 8,463 $ --
INCOME taXES...ccvvereerieeniecreen, $ (655) % 1,176 $

Supplemental disclosure of noncash financing aivi
During 1996, the Company converted 8,999,999 staresdeemable convertible preferred stock int®39,998 shares of common stock.

During 1995, the Company issued common stock imeotion with an employee stock purchase plan aceived full recourse promissory
notes from employees totaling $976.

The accompanying notes are an integral part oktheasolidated financial statements.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. GENERAL

CSG Systems International, Inc. (the Company or 088 formed on October 17, 1994, for the purpdseequiring all of the outstanding
capital stock of Cable Services Group, Inc. fromsfHData Corporation (FDC). The Company acquirédfahe outstanding shares of Cable
Services Group, Inc. on November 30, 1994 (the Asition) (Note 3). Subsequent to the Acquisitiomb® Services Group, Inc.'s name was
changed to CSG Systems, Inc. (CSG Systems). The@uwyrdid not have any substantive operations poitihe acquisition of Cable Servic
Group, Inc. Contemporaneously with the Acquisititiie Company purchased all of the outstanding abgtibck of Anasazi Inc. (Anasazi)
(Note 9). On June 28, 1996, the Company purchdseéithe outstanding shares of Bytel Limited (Byt@ote 3).

The Company provides customer management solugme®mpassing processing and related servicesyagefproducts and professional
services, for the converging cable television, ditroadcast satellite, telecommunications andrmndervices industries. The Company's
products and services automate the full spectruhillofg and customer services functions, includgades support and order processing,
invoice calculation and production, and managemepurting and market analysis.

The Company derived approximately 77.3 percen®, pércent, and 77.2 percent of its total revennékd years ended December 31, 1996
and 1995, and the period from inception (Octoberl®B4) through December 31, 1994, respectivebymfits core product, Communications
Control System (CCS(TM)) and related products arddllary services.

CSG has two significant clients which, in the aggite, contributed approximately 48.8 percent, p&rtent, and 54.2 percent of total
revenues for the years ended December 31, 1996%9% and the period from inception (October 1B4)3hrough December 31, 1994,
respectively. The largest single client contribud@groximately 25.9 percent, 27.9 percent and Bérbent of total revenues for the years
ended December 31, 1996 and 1995, and the pedodifrception (October 17, 1994) through Decemberl894, respectively.

The Company completed an initial public offerinB@) of its common stock in March 1996. The Compswig 3,335,000 shares of common
stock at an initial public offering price of $15rmhare, resulting in net proceeds to the Compaifitgr, deducting underwriting discounts and
offering expenses, of approximately $44.8 millids. of the closing of the IPO, all of the 8,999,388standing shares of Redeemable
Convertible Series A Preferred Stock (Redeemablev€dible Preferred Stock) were automatically cotectinto 17,999,998 shares of
common stock. The Company used IPO proceeds tg f&th3 million of outstanding bank indebtednessté\b) and to pay $4.5 million of
accrued dividends on the Redeemable ConvertiblefPee Stock (Note 4).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The accompanying consolidated financial statemientade the accounts of the Company and CSG Sysderos the acquisition of CSG
Systems by the Company on November 30, 1994, anddtounts of Bytel since June 28, 1996. All maténtercompany accounts and
transactions have been eliminated.

Use of Estimates in Preparation of Consolidated Femcial Statements

The preparation of the consolidated financial stetets in conformity with generally accepted accmgnprinciples requires management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and disctosticontingent assets and liabilities at
date of the consolidated financial statements haddported amounts of revenues and expenses dhanmgporting period. Actual results
could differ from those estimates.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
Cash and Cash Equivalents
The Company considers all highly liquid investmensith original maturities of three months or legsde cash equivalents.
Revenue Recognition

Processing and related services are recognizdteagtvices are performed. Processing fees amatiypbilled based on the number of

client's customers serviced, ancillary servicegyially billed on a per transaction basis, aadain customized print and mail services are
billed on a usage basis. Software license feesstarfshoth one-time perpetual licenses and tecenises. Perpetual license fees are typically
recognized upon shipment, depending upon the nandextent of the installation services, if aybé provided by the Company. Term
license fees and maintenance fees are recognitdyaver the contract term. Professional servazesrecognized as the related services are
performed.

Payments received for revenues not yet recognimeceflected as deferred revenue in the accompgrognsolidated balance sheets.
Property and Equipment

Property and equipment are recorded at cost andegeciated over their estimated useful lives irapfrom two to ten years. Depreciatior
computed using the straight-line method.

Property and equipment at December 31 consistsedbilowing (in thousands):

1996 1995
Computer equipment..........ccccccveeeeveeeennnnnn ... $15,546 $10,827
Leasehold improvements...........cccocouveeeennnes ... 1,205 1,055
Operating equipment............cccceeeviiiieeennne ... 4,156 2,048
Furniture and equipment...........cccccceeeeenn. ... 1971 1,674
Construction in Process.......cccceeeevevveieenns 857 -
Other....cooviiiiiieieeee e 22 36
23,757 15,640
Less--accumulated depreciation..................... .... (10,664) (5,759)
Property and equipment, net..............c......... ....$13,093 $9,881
Software

Software at December 31 consists of the followingl{ousands):

1996 1995
...... $ 33,422 $ 33,000
...... 3,131

36,553 33,000
Less--accumulated amortization.............ccceeee. L (22,924) (11,917)

Acquired software..........cccceeeriiiiiennnns
Internally developed software......................

Software, Net.........ccooveevcviiiiiiiiiieeee.

Acquired software resulted from the Acquisition asdtated at cost.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)

The Company capitalizes certain software developroests when the resulting products reach techimabeasibility and begins
amortization of such costs upon the general avéithabf the products for licensing. Capitalizedsts of $3.1 million for 1996 include $2.5
million of internal development costs and $0.6 ioillof purchased software.

Amortization of internally developed software amdjaired software costs begins when the productaaiable for general release to clients
and is computed separately for each product agréager of (a) the ratio of current gross revermuafproduct to the total of current and
anticipated gross revenue for the product or (B)sthaight-line method over the remaining estim&ezhomic life of the product. Currently,
estimated lives of two to three years are uselércalculation of amortization.

Noncompete Agreements and Gooduwiill

Noncompete agreements and goodwill as of Decentbaredas follows (in thousand

1996 1995
Noncompete agreements.......ccccoeeeevceeeceees $26,812 $25,000
GoOdWill.ccooiiiiiii e 11,490 6,812
38,302 31,812
Less-accumulated amortization.........cccccceeeeee. L (12,572) (6,155)
Noncompete agreements and goodwill, net......... ... $25,730 $25,657

The noncompete agreements resulted from acquisitiod are being amortized on a straight-line kmags the terms of the agreements,
ranging from three to five years. Goodwill resulfesm acquisitions and is being amortized over segeeten years on a straight-line basis
(Note 3).

Client Contracts and Related Intangibles

Client contracts and client conversion methodolsgesulted from the Acquisition and are being aipredtover their estimated lives of five
and three years, respectively. As of December 336 Bnd 1995, accumulated amortization for thesedtwas $8.5 million and $4.4 million,
respectively.

Realizability of Long-Lived and Intangible Assets

The Company continually evaluates whether everdscaoumstances have occurred that indicate thairéng estimated useful life of long-
lived and intangible assets may warrant revisiothat the remaining balance of these assets malyen@coverable. When factors indicate
that these assets should be evaluated for possipearment, the Company uses an estimate of thep@ayis undiscounted future cash flows
over the remaining life of these assets in meagwiinether these assets are realizable. No adjusrteethe carrying value of these assets or
their estimated lives have been made since th@filmreof the Company.
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Financial Instruments with Market Risk and Concentrations of Credit Risk

In the normal course of business, the Companypssed to credit risk resulting from the possibittiat a loss may occur from the failure of
another party to perform according to the terma obntract. The Company regularly monitors cradit exposures and takes steps to miti
the likelihood of these exposures resulting inssld’he primary counterparties to the Company'suats receivable and sources of the
Company's revenues consist of cable televisionigens throughout the United States.

Translation of Foreign Currency

The Company's foreign subsidiary, Bytel, uses thigsB pound as its functional currency. Bytel'sets and liabilities are translated into U.S.
dollars at the exchange rates in effect at thenoalaheet date. Revenues and expenses are trdral#lie average rates of exchange
prevailing during the period. Translation gains &sses are included as a component of stockholeiguity. Transaction gains and losses
related to intercompany accounts are not matenidlaae included in the determination of net loss.

Net Loss Per Common and Equivalent Share

Net loss per common and equivalent share for the geded December 31, 1996, is based on the wdighttrage number of shares
common stock and common equivalent shares relatBa@deemable Convertible Preferred Stock. Purgoa®ecurities and Exchange
Commission Staff Accounting Bulletin No. 83, albsbs and options issued prior to 1996 have beatettas if they were outstanding for all
periods presented, including periods in which tifieceis antidilutive.

Increase in Authorized Shares and Stock Split

In January 1996, the Company completed a twosfar-stock split of its common stock effected awaksdividend. Accordingly, all share €
per share amounts have been retroactively adjustddarch 1996, the Company amended its Certificht@corporation to increase the
number of authorized shares of common stock toQD@YQ00 and to authorize 10,000,000 shares of peefstock.

Reclassification
Certain December 31, 1995, amounts have been sd@dsto conform to the December 31, 1996, prexstent.
3. ACQUISITIONS

On November 30, 1994, the Company acquired ah@foutstanding capital stock of CSG Systems forapmately $137 million in cash.
The Acquisition was funded primarily from proceddsn the issuance of common and preferred stockgMpand long-term debt (Note 5).
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The acquisition of CSG Systems was recorded usiegtirchase method of accounting. Of the $137anilliurchase price, $13 million was
allocated to net tangible assets, with propertyemdpment of $10.2 million being the primary compnt. The cost in excess of the fair ve
of the net tangible assets was allocated to tHewiolg intangible assets (in thousands):

ASSET LIFE
AMOUNT (YEARS)
Purchased research and development.......c......... ... $ 40,953
Acquired software........cccoceeeeviiceeenneeee L 33,000 3

Noncompete agreement and goodwill:

Noncompete agreement........ccccocvveeveevenees L 25,000 5
GoOAWill..ooiiiiiiiiiiieieeeeeeee 6,812 10
Client contracts and related intangibles:
Client contracts........cccoocvvveevvivvneennee L 15,000 5
Client conversion methodologies........cccoeeeee. . 3,280 3
$124,045

Purchased research and development representsctesed development of software technologies whath not reached technological
feasibility as of the Acquisition date. Purchaseskarch and development was charged to operasaristiae Acquisition date.

Acquired software represents the value assignedifting software products, the noncompete agreeimeavith FDC and has a five-year
term, client contracts represent the value assigmedisting client contracts as of the Acquisitatate, and client conversion methodologies
represent the value assigned to documented coomerséthods, systems, materials and proceduresrtbate the Company to efficiently
convert clients to the Company's systems.

The following represents the unaudited pro fornsaults of operations for the year ended Decembet 334, as if the Acquisition had
occurred on January 1, 1994 (in thousands, exephare amounts):

Total reVEeNUES.....ceevievieiieieeiieieeeee e, $ 83,838
Loss from continuing operations.................... . L (53,706)
Pro forma loss from continuing operations per commo n and

equivalent share.......ccccoooevvcciviceeneee. $ (2.39)

On June 28, 1996, the Company acquired all of thetanding shares of Bytel for approximately $3illien in cash and assumption of
certain liabilities of $1.6 million (the Bytel Acdgition). The Bytel Acquisition was recorded usihg purchase method of accounting. The
cost in excess of the fair value of the net tamgéssets acquired of $4.2 million was allocategbimdwill. Bytel is a United Kingdom
company which provides customer management softteatee cable and telecommunications industrighénUnited Kingdom.

31



CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)

The following represents the unaudited pro fornsults of operations as if the Bytel Acquisition famturred on January 1 (in thousands,
except per share amounts):

YEAR ENDED

DECEMBER 31,
1996 1995

Total reVeNUEeS.......ccceevvevveieeieeieeeee ... $136,536 $105,275

Loss before extraordinary item and discontinued

OPErationS......c.uvveeeeriiiiee e ... (3,850) (17,660)

Pro forma loss before extraordinary item and

discontinued operations per common and equivalent

Share......ccooiiiiiie s v (115)  (.79)

The pro forma financial information shown above sloet purport to be indicative of results of opierat that would have occurred had the
acquisitions taken place at the beginning of théopge presented or of the future results of opensti

4. PREFERRED STOCK

The following table represents the Redeemable QtiblePreferred Stock activity (in thousands, gtcEhare and per share amounts):

Balance, at inception (October 17, 1994)............ . $ -
Issuance of 8,999,999 shares for cash ($6.56 per share)........ 59,062
ACCIetION. v s 4
Accrued dividends.......ccccvvveveeieeeeeeeees s 297

Balance, December 31, 1994.........ccoovvvccceeeee s 59,363
ACCIetION. v s 36
Accrued dividends.......ccccvvvveveeeeeeeeenes s 3,586

Balance, December 31, 1995........cccoovvvvccceeee e 62,985
ACCIetION. v s 7
Accrued dividends.......ccccvvvevieeeeeenenees s 614
Payment of accrued dividends.........cccoceceeee.. L (4,497)
Conversion into 17,999,998 shares of common stock ... (59,109)

Balance, December 31, 1996........cccoceeeveeeee. e, $

All Redeemable Convertible Preferred Stock conkinéo 17,999,998 shares of the Company's comnuaak stpon completion of the IPO.

In conjunction with the Acquisition (Note 3), th@@pany sold for cash 8,999,999 shares of Redeeraivieertible Preferred Stock with a
par value of $.01 per share. Total proceeds, nissaiince costs of $0.4 million, were $59.1 mill{$6.56 per share).

The holders of Redeemable Convertible PreferredkSi@re entitled to vote on all matters and wertéled to the number of votes equivals
to the number of shares of common stock into whiath shares of Redeemable Convertible Preferratk 8tere converted.

Prior to completion of the IPO, the holders of thitstanding shares of Redeemable Convertible Peef&tock were entitled to receive
cumulative annual dividends of $.3967 per sharier po any dividends being paid on the Companytsmon stock. No dividends or other

distributions could be made with respect to the §any's common stock until all accrued dividend&edeemable Convertible Preferred
Stock were paid. As
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of December 31, 1995 and 1994, the Company hadeutared any dividends on Redeemable Convertildé&Red Stock. Cumulative
accrued undeclared dividends on Redeemable CoblesRreferred Stock as of December 31, 1995 and,1@8re approximately $3.9
million and $0.3 million, respectively. Upon comiita of the IPO and the resulting conversion imoenon stock, the Company paid
dividends on the Redeemable Convertible Preferteckf $4.5 million.

Prior to completion of the IPO, the Company wasiiegl to redeem Redeemable Convertible PreferreckStn November 30, 2005. The
redemption price was payable in cash and was eq@&8.61 per share plus any accrued and unpaidetidis. The excess of the redemption
value over the carrying value was being accretemihh periodic charges to accumulated deficit ahrerife of the issue.

5. DEBT

The Acquisition discussed in Note 3 was partiallgded with debt placed through a $100.0 milliomlagreement with a bank. The loan
agreement consisted of two term loans, one in theuat of $50.0 million (Tranche A Loan) and ondhie amount of $45.0 million (Tranche
B Loan), and a Revolving Credit Facility in the ambof $5.0 million. The loan agreement was cottdized by substantially all of the
Company's assets and CSG System's common stock.Becember 31, 1995, the accompanying consolidadédahce sheet included $2.6
million of deferred financing costs related to tlian agreement which were being amortized to @steexpense over the term of the loan
agreement using a method which approximated tleetfe interest rate method. Interest rates uridetdan agreement were based on an
adjusted LIBOR rate or the bank's prime rate anewhosen at the option of the Company.

In conjunction with the IPO, the Company refinaniedoan agreement with its bank. The Companyicegpproximately $40.6 million of
the Tranche A and Tranche B Loans, principally WlRld proceeds. The remaining balance of the TraAched Tranche B Loans was
refinanced with a single $40.0 million term notehathe bank (the New Loan Agreement). In conjunctiéth the payment of the Tranche A
and Tranche B Loans, the Company recorded an edtreoy loss of $1.3 million for the write-off oederred financing costs. The Company
did not recognize any income tax benefit relatethéoextraordinary loss. As of December 31, 1986 agccompanying consolidated balance
sheet included $0.9 million of deferred financirasts which are being amortized to interest expense the term of the New Loan
Agreement using a method which approximates thextffe interest rate method. Under the New LoareAgrent, the Company retained its
$5.0 million Revolving Credit Facility. The Compapgys an annual commitment fee of .375 percentsumused Revolving Credit Facility.
Interest rates under the New Loan Agreement fdan bt term loan and Revolving Credit Facility asséd on an adjusted LIBOR rate or the
bank’s prime rate and are chosen at the optiomeo€bompany. The New Loan Agreement is collaterdltne substantially all of the
Company's assets and CSG System's common stock.

The carrying amount of the Company's long-term @glproximates fair value due to its variable irgérates.
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Long-term debt as of December 31 consists of thewing (in thousands):

1996 1995
Bank Loan due December 31, 2000, quarterly principa |
payments
ranging from $1.6 to $2.5 million, interest at adj usted
LIBOR
plus 1.0 percent (6.375 percent at December 31, 19 96).. $ 32,500 $
Tranche A Loan, originally due November 30, 1999,
quarterly principal payments ranging from $2.5 to $3.1
million, interest at adjusted LIBOR plus 2.5 perce nt
(ranging from 8.25 percent to 8.4375 percent at
December 31, 1995), paid in full in 1996.......... ... - 41,293
Tranche B Loan, originally due November 30, 2001,
quarterly principal payments ranging from $1.3 to $5.0
million scheduled to begin
February 28, 1999, at adjusted LIBOR plus 3 percen t
(8.9735 percent
at December 31, 1995), paid in full in 1996....... ... - 43,775
Revolving Credit Facility, due December 31, 2000,
interest at adjusted LIBOR plus 1.0 percent (6.375
percent at December 31, 1996)..........ccoeeeeeee.. L --

32,500 85,068
Less-current portion.......cccevvceeeeeescces L (10,000) (10,000)

Long-term debt, net of current maturities......... ... $ 22,500 $ 75,068

The Company was required to make early paymenigamche A and Tranche B Loans upon the receipedéin funds. During the years
ended December 31, 1996 and 1995, respectivel\;thepany made early payments on Tranche A and fieaBd_oans of $2.0 million and
$2.4 million.

There were no outstanding borrowings on the Rexgl@redit Facility during the years ended Decendder1 996 and 1995. Maximum
borrowings under the Revolving Credit Facility fbe period from inception (October 17, 1994) thto@gecember 31, 1994, were $0.4
million. The average outstanding borrowings andatherage interest rate during the period from itioegOctober 17, 1994) through
December 31, 1994, were $0.2 million and 9.75 pereespectively. The Company's ability to borronder the Revolving Credit Facility is
subject to maintenance of certain levels of elgitgceivables. At December 31, 1996, all of th® $&illion Revolving Credit Facility was
available to the Company.

Interest expense for the years ended Decembei938, dnd 1995, and the period from inception (Oatdde 1994) through December 31,
1994, includes amortization of deferred financiogts of approximately $0.6 million, $0.9 milliondai0.1 million, respectively.

The New Loan Agreement, as amended, requires nmainée of certain financial ratios and contains iotestrictive covenants, including
restrictions on intercompany dividends and advafroes CSG Systems, a fixed charge coverage ratidiamtations on the amount of anni
capital expenditures. As of December 31, 1996, 1851994, the Company was in compliance with@leoants or had received the
appropriate waivers from its bank.
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As of December 31, 1996, scheduled maturities®Nbw Loan Agreement for each of the years endiecghber 31 are (in thousands):

1997 i $10,000
1998..ciiiiii e 8,000
1999 . 8,000
2000. .. 6,500
$32,500

6. INCOME TAXES

The Company accounts for income taxes in accordaitbeStatement of Financial Accounting Standarads N9 (SFAS 109), "Accounting
for Income Taxes." SFAS 109 is an asset and ltglalbproach which requires the recognition of defiétax assets and liabilities for the
expected future tax consequences of events whioh Ibeen recognized in the Company's consolidatehéial statements or tax returns. In
estimating future tax consequences, SFAS 109 gineomsiders all expected future events other twaactment of or changes in the tax law
or rates.

Income tax provision (benefit) consists of thedwling (in thousands):

FOR THE PERIOD
FROM INCEPTION

YEAR EN DED (OCTOBER 17, 1994)
DECEMBER 31, THROUGH
-------------- DECEMBER 31,
1996 1995 1994
Current:
Federal $ 249 $
State..cooeiieiiii 47 -
1,455 296
Deferred:
Federal........ccooovveviiiienennnnen. (1,882) (6,329) (15,849)
State...cveeee e (353) (1,188) (2,975)
(2,235) (7,517) (18,824)
Increase in valuation allowance......... 780 7,221 15,067
Net income tax benefit.................. $ - $ - $ (3,757)
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The difference between the income tax benefit cdetbat the statutory federal income tax rate aaditiancial statement benefit for income
taxes is summarized as follows (in thousands):

FOR THE PERIOD
FROM INCEPTION

YEAR ENDED (OCTOBER 17, 1994)
DECEMBER 31 , THROUGH
------------ ----  DECEMBER 31,
1996 19 95 1994
Benefit at federal rate of 34
PErceNnt.......ccccveevveeireeanne. $(1,270) $(6 ,521)  $(15,116)
Losses with no current benefit........ 1,149 5 ,962 11,325

Basis differences from acquisition.... (1,346) - -
Amortization of nondeductible

goodWill.......coovveeeeeenniiinns 231 227 19

Stock-based employee compensation..... 1,214 286 --

Other.....ccooveiiiiiiieieee, 22 46 15
$ -3 - $ (3,757)

The deferred tax assets and liabilities result fadifferences in the timing of the recognition ofteén income and expense items for tax and
financial reporting purposes. The sources of thigf$erences at December 31 are as follows (in thods):

1996 1995
Current deferred tax assets:
Accrued expenses and reserves..........ccocceeeee v, $ 744 $1,599
Valuation allowance.........cccooeeeevvcves L. (699) (1,599)
$ 45 % --
Noncurrent deferred tax assets (liabilities):
Purchased research and development................. ... $13,040 $14,042
SOftWar€...ccoovviiiiiicie e 4,743 2,275
Investment in discontinued operations............ ... 2,063 2,053
Client contracts and related intangibles......... ... 1,766 631
Noncompete agreements..........cooeeevvvvveeee L. 2,467 1,057
Property and equipment......cccccveeeeeveveeeee L (262) 139
Other..cooiieeee 883 492
24,690 20,689
Valuation allowance.........ccccooevvvevcccceeeee L (23,334) (20,689)
$1356 $ --

As part of the Bytel Acquisition, the Company acgdicertain net deferred tax assets and estableskatiiation allowance of approximately
$1.0 million against those net deferred tax assewf the acquisition date. As of December 31, 1896l has a United Kingdom operating
loss carry forward of approximately $1.1 million ieth has no expiration date.

At December 31, 1996, management evaluated its 4886995 operating results, as well as projection997 and 1998 and concluded

it was more likely than not that certain of theatedd tax assets would be realized. Accordingly,Gobmpany has recognized a deferred tax
asset of $1.4 million. The Company has recordedlaation allowance against the remaining deferagdassets since realization of these
future benefits is not sufficiently assured as etBmber 31, 1996.
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7. EMPLOYEE RETIREMENT BENEFIT PLANS
Defined Benefit Retirement Plan

Certain employees of the Company participated i€BRJ.S. defined benefit pension plan prior to Noler 30, 1994. At that time, the
employees' participation in the plan was terminalRdsuant to the Acquisition, the obligation taduhe employees' accrued benefits thrc
November 30, 1994, is solely the obligation of FIEffective December 1, 1994, the Company estaldisheeplacement plan for the
employees which provided for service credit effextis of that date. No new participants were altbteeenter this plan after December 1,
1994,

Benefits under the plan are based on years ofcgearid the employees' compensation during emplayr@entributions to the plan are
determined by an independent actuary on the bagisrindic valuations using the projected unit aosthod. The Company's general funding
policy is to contribute annually the maximum amotlvat can be deducted for income tax purposesp&hedic pension expense for the
period from inception (October 17, 1994) througtc&aber 31, 1994, was not significant. The companehhet periodic pension expense
for the years ended December 31, 1996 and 199icctigely, are as follows (in thousands):

1996 1995
Service cost benefits earned during the year....... . $168 $129
Interest costs on projected benefit obligation..... L 61 56
Actual return on plan assets.........cccoeceeeeeee. L (28) --
Net amortization and deferral...........ccceeeeee. L 46 37
Net periodic pension eXpense.......ccccceceeeeees e, $247 $222

The following table summarizes the funded statuthefplan and the related amounts recognized i€trepany's consolidated balance sh
as of December
31 (in thousands):

1996 1995
Actuarial present value of benefit obligations:

VESte. oo, $(263) $(121)
NoNn-vested.......ccccovvvviieiiiiieeeeeeeeee . 11) (9
Total accumulated benefit obligation...............—— ... (274) (130)
Impact of future salary increases................. .. (669) (581)
Projected benefit obligation..................... ..~ ... (943) (711)
Fair value of plan assets......cccccccceeeeeeee. L 255 230
Projected benefit obligation in excess of plan as sets....... (688) (481)
Unrecognized net gain......ccccceeeeeeeveeeeneee “4) -
Unrecognized net transition liability............ . ... 454 490
Net pension asset (liability) recognized in the C ompany's
consolidated
balance sheets.........cccccoevvvvcvveevce. $(238)% 9

The most significant actuarial assumptions usei®®6 and 1995 in determining the pension expendduarted status of the plan are as
follows:

Discount rate for valuing liabilities..............
Expected long-term rate of return of assets........
Rate of increase in future compensation levels.....
Cost-of-living adjustment...............cccceeee
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Incentive Savings Plan

The Company sponsors a defined contribution plarerioeg substantially all employees of the Compd®articipants may contribute up to 15
percent of their annual wages, subject to certaiitdtions, as pretax, salary deferral contribusiohhe Company makes certain matching and
service related contributions to the plan. The Camyfs matching and service related contributionsgtfe years ended December 31, 1996
1995, and the period from inception (October 1B4)3hrough December 31, 1994, were approximatelg $illion, $1.3 million and $0.1
million, respectively.

Deferred Compensation Plan

The Company established a non-qualified deferredpemsation plan during 1996 for certain Companyetiees which allows the
participants to defer a portion of their annual pemsation. The Company provides a 25 percent nmgtaitntribution of the participant's
deferral, up to a maximum of $6,250 per year. Thenflany also credits the participant's deferred @aicwith a specified rate of return on an
annual basis. The Company records the actuariallgrohined present value of the vested obligaticpg&ed to be paid under the plan. As of
December 31, 1996, the Company had recorded ditlyadi $113,000 for this obligation. The Compangigense for this plan for the year
ended December 31, 1996, which includes Compantribations and interest expense, was $16,000.

8. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases certain office and productioititias under operating leases which run throug872 Future aggregate minimum lease
payments under these agreements for the yearsgeDeicember 31, including those leases enteredsirieequent to December 31, 1996, are

as follows (in thousands):

Total rent expense for the years ended Decembd9®B and 1995, and the period from inception (Betd 7, 1994) through December 31,
1994, was approximately $1.9 million, $1.8 milliand $0.1 million, respectively.

Service Agreements

The Company has service agreements with FDC argidiabies for data processing services, commuminatharges and other related
services. FDC provides data processing and ressadces required for the operation of the CommaB{S System.

Prior to 1997, the Company was charged a usagefbager customer for data processing and relaedces. The other services were
charged based on usage and/or actual costs. Tiatebunt paid under the
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service agreements for the years ended Decemb&©8@,and 1995, and the period from inception (Betd 7, 1994) through December 31,
1994, was approximately $19.6 million, $16.9 milliand $1.3 million, respectively.

Effective January 1, 1997, the Company renegotidseservices agreement with FDC and its subsigaffhe new agreement expires
December 31, 2001, and is cancelable at the Congpaption with a) notice of six months any timesaflanuary 1, 2000, and b) payment
termination fee equal to 20 percent of the feed pathe twelve months preceding the notificatibiesmination. Under the new agreement,
the Company is charged based on usage and/or aotstal and is subject to certain limitations ath&éamount of increases or decreases in
usage between years. The costs to be incurred timel@ew agreement are not expected to differ fiogmitly from the previous agreement.

Legal Proceedings

From time to time, the Company is involved in Iétgn relating to claims arising out of its opevas in the normal course of business. In the
opinion of the Company's management, after cornsuitavith legal counsel, the ultimate dispositiamisuch matters will not have a
materially adverse effect on the Company's conatidi financial position or future results of openas.

In December 1996, CSG settled claims for indemaiion against FDC arising from CSG's acquisitiamfr-DC of CSG Systems. The
claims related to certain patents held by Ronalf#z Technology Licensing Partnership L.P. (RAKWhich allegedly were infringed by
the use of certain CSG products. The terms ofeltéement were not material to CSG. In connectidth the settlement, CSG entered into a
non-exclusive patent license agreement with RAKthk, terms of which are not expected by CSG to laaveterial effect on its business or
future results of operations.

9. DISCONTINUED OPERATIONS

The Company purchased all of the outstanding dagiitak of Anasazi on November 30, 1994, for $8iomlin cash. Anasazi provides cen
reservation systems and services for the hospittit travel industry. On August 31, 1995, the canypcompleted a tax-free reorganization
of Anasazi. Stockholders of the Company purchasash#rolling interest in Anasazi as part of thergamization. As part of the
reorganization, the Company received $2.0 milliesl; surrendered all of its ownership rights in gars common stock and forgave a
portion of a note receivable from Anasazi. In ratfor such consideration, the Company received.a 8@llion note receivable and shares of
convertible preferred stock representing less thafl percent ownership interest in Anasazi. Intaveghe note receivable was based on the
prime interest rate and was being received monffg. principal amount of the note was due Augu881n January 1996, the Company
received a $2.0 million principal payment on thige) reducing the principal balance of the not®Q@ million. The proceeds from this
payment were used to reduce the Company's indedgedmder its loan agreement. In June 1996, thep@wyrconverted the remaining $0.7
million note balance into convertible preferredcgtand stock warrants of Anasazi.

The Company has accounted for the reorganizatialisasntinued operations. As a result, the lossifdiscontinued operations included in
the consolidated statements consists of the ne¢$osf Anasazi prior to September 1, 1995, antbweon the disposition in August 1995.
Revenues from Anasazi's operations for the eighithsoended August 31, 1995, and the one month dbdeedmber 31, 1994, were $5.8
million and $0.6 million, respectively. The Compatlig not recognize any income tax benefit relatethe loss from discontinued operations.
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The Company accounts for its continuing investnieitnasazi after August 31, 1995, under the coghoteof accounting. The carrying
value of the Company's investment in Anasazi d3exfember 31, 1996, consisting of the convertibédgrred stock and stock warrants of
Anasazi, was $0.7 million.

10. COMMON STOCK

In connection with its formation, the Company reser4,500,000 shares of common stock for sale éowdive officers and other employees
of the Company. At the time of the Acquisition, tiempany sold 2,587,500 shares of common stockdoutive officers for $575,000 in
cash ($.22 per share):

1,150,000 shares under stock purchase agreemehis48v,500 shares under performance stock purelgaeements. Of the remaining
reserved shares, 1,655,500 shares were reservedléounder the Company's Employee Stock PurcHasedhd 257,000 shares were
reserved for issuance under the Company's 199timeeStock Plan (Note 11). The following table negents the activity for common stock
of the Company acquired under employee stock pgechgreements since inception (October 17, 199d)ighh December 31, 1996:

STOCK

PURCHASE RESTRIC
AGREEMENT STOCK
SHARES SHARE

TED
PERFORMANCE TOTAL
S STOCK SHARES SHARES

Shares outstanding, inception
(October 17, 1994).............. - - -
Shares issued during the

period........ccceeveeiinnne 1,150,000

Shares outstanding, December 31,
1994 1,150,000 --

Shares issued during the year.. -- 593,00

Shares outstanding, December 31,

1995, i 1,150,000 593,00 0 2,500,000 4,243,000
Shares repurchased and canceled
iN1996.......cccccvveninen. -- (25,60 0) (80,000) (105,600)

Shares outstanding, December 31,
1996.....ciiiiiiiiieeiene 1,150,000 567,40 0 2,420,000 4,137,400

Shares subject to repurchase,
December 31, 1996............... -- 293,20

o

664,100 957,300

The 1,437,500 shares purchased under the perfoensaock purchase agreements for the period froepiian (October 17, 1994) through
December 31, 1994, were subject to a repurchasenopftthe Company at $.005 per share, exercisgide termination of employment with
the Company. These shares were originally schedalbd released from the repurchase option nat théen November 30, 2001. Upon
completion of the IPO, these shares were no losgigject to the repurchase option.

Employee Stock Purchase Plan

The Company reserved 1,655,500 shares of commok &insale to certain employees pursuant to thelByee Stock Purchase Plan (the
Plan). During the year ended December 31, 1995Ctmpany sold 1,655,500 shares of common stockrihddPlan for $1,378,000 (rangi
from $.22 to $4.25 per share), consisting of $40@,€ash and $976,000 in full recourse promissotgsi®f the shares sold, 593,000 shares
were sold under restricted stock agreements (ResdriStock) and 1,062,500 shares were sold undfrpence stock agreements.

Restricted Stock. The Restricted Stock sharesudnjed to certain conditions and restrictions aspribed by the Restricted Stock
agreements. The Company has the option to repie¢hashares upon termination of employment, fergtteater of the original purchase
price or book value, as defined, depending upornetmination circumstances. These shares were slgdtetb be released from the repurct
option not later than November 30, 2001. Upon catigh of the IPO, 160,000 shares owned
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by certain executive officers were no longer subjed¢he repurchase option. In addition, the repase option for the remaining number of
shares decreased to 20 percent annually over-gdaeperiod, commencing on the later of an empmtsykire date or November 30, 1994.
During 1996, the Company repurchased 25,600 undestares from terminated employees for $6,000 {ingrfgom $.22 to $.45 per share).

Performance Stock. The shares sold under perforenstock agreements are subject to certain condigon restrictions as prescribed by the
agreements. The Company has the option to repw¢hasshares for the original purchase price uponihation of employment. These
shares were scheduled to be released from thectegae option not later than November 30, 2001. Wpaonpletion of the IPO, the
repurchase option for these shares decreasedger2ént annually over a fiwgear period, commencing on the later of an emplgylsiee dati
or November 30, 1994. During 1996, the Company nemased 80,000 unvested shares from terminatecbgegs for $19,000 (ranging from
$.22 to $.45 per share).

Certain Company employees financed a portion af teenmon stock purchases under the Plan withrédburse promissory notes. The n
accrue interest at seven percent annually and teawes of approximately five years. As of Decemhbkr1396, the outstanding balance of the
promissory notes is approximately $861,000 andflected as a component of stockholders' equity.

Stock-Based Employee Compensation Expense

The structure of the performance stock agreementsined "variable" accounting for the related skanetil the performance conditions were
removed on October 19, 1995, thereby establishimgasurement date. At that date, the Company résdjtotal deferred compensation of
$5.8 million which represents the difference betwthee price paid by the employees and the estinfatedalue of the stock at October 19,
1995. The fair value of the stock was estimatetheyCompany to be $2.75 per share at that date:. terthe completion of the IPO, the
deferred compensation was being recognized as-siasid employee compensation expense on a stiaigltasis from the time the shares
were purchased through November 30, 2001. Upon ktiop of the IPO, 1,437,500 of performance stdwikres owned by certain executive
officers of the Company were no longer subjechrepurchase option. In addition, the repurchasemfor the remaining performance
stock shares decreased to 20 percent annuallyadinez-year period, commencing on the later of mpleyee's hire date or November 30,
1994. As a result, approximately $3.2 million aick-based employee compensation expense was redorttee month the IPO was
completed. Stock-based employee compensation exfenthe years ended December 31, 1996 and 1%85$@.6 million and $0.8 million,
respectively. Deferred compensation of $1.2 milksnof December 31, 1996, is reflected as a comnmia@iestockholders' equity.
Amortization of the stock-based deferred compearaubsequent to 1996 will be approximately $0.Hioniper year.

11. STOCK-BASED COMPENSATION PLANS
Stock Incentive Plans

During 1995, the Company adopted the IncentivelSRdan (the 1995 Plan) whereby 257,000 shareseo€ttmpany's common stock have
been reserved for issuance to eligible employedsso€Company in the form of stock options. The lstogtions are granted at prices set by
Board of Directors or a Committee of the Board @ward), provided the minimum exercise price idass than the fair market value of the
Company's common stock at the date of the grarm.t@itm of the outstanding options is 10 years. Z2%350 options outstanding under the
1995 Plan at December 31, 1996, vest annually fbxeyears.

During 1996, the Company adopted the 1996 Stocknitive Plan (the 1996 Plan) whereby 2,400,000 shafrthe Company's common stock
have been reserved for issuance to eligible empkpéthe Company in the form of stock optionsclstappreciation rights, performance unit
awards, restricted stock awards, or stock bonusdsya
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During 1996, the Company granted 5,925 unrestristeck bonus awards to various employees at noucamigr the 1996 Plan. The Company
recorded compensation expense of $89,000 ($15hpee)supon the grant of the stock bonus awards.

During 1996, the Company granted stock options utite1996 Plan. Stock options under the 1996 &targranted at prices set by the
Board, provided the minimum exercise price is rgs fthan the fair market value of the Company's comstock at the date of the grant. The
term of the outstanding options is 10 years. Thating periods of the options are determined undediscretion of the Board. For the
1,210,380 options outstanding under the 1996 pl&reaember 31, 1996, 100,000 options vest annoaky three years with the remaining
shares vesting annually over five years.

A summary of the stock options issued under thésF38n and 1995 Plan and changes during the yadisgeDecember 31 are as follows:

YE AR ENDED DECEMBER 31,

1 996 1995

WEIGHTED WEIGHTED
AVERAGE AVERAGE
EXERCISE EXERCISE

SHARES PRICE SHARES PRICE
Outstanding, beginning of year............ 251,75 0 $135 - $--
Granted.........ocevverveniicniens 1,223,38 0 21.78 251,750 1.35
Exercised.... ... (4,80 0) 133 - -
Forfeited.......cc.occovvvrviinenn. (35,60 0) 736 - -
0 $18.62 251,750 $1.35
0

Weighted-average fair value of options
granted during the year.................. $ 97

~
©“
w
o

The following table summarizes information abow €@ompany's stock options as of December 31, 1996:

OPTIONS EXERCISABLE

OPTIONS OUTSTANDING

WEIGHTED-

AVERAGE

REMAINING WEIGHTED- WEIGHTED-
RANGE OF NUMBER CONTRACTUAL AVERAGE NUMBER AVERAGE
EXERCISE PRICES OUTSTANDING LIFE EXERCISE PR ICE EXERCISABLE EXERCISE PRICE
$1.25--$3.75 224,350 8.65 $1.36 42,150 $1.36
$15.00--$22.125 762,000 9.50 17.51 - -
$28.75--$29.875 448,380 9.34 29.15
$1.25--$29.875 1,434,730 9.31 $18.62 42,150 $1.36

In January 1997, the Company granted 573,500 cptb$19.375 per share under the 1996 Plan whisthavmually over 4 years. These
options are not reflected in the above tables ey Were granted subsequent to December 31, 1996.

Employee Stock Purchase Plan

During 1996, the Company adopted the 1996 Empl&teek Purchase Plan whereby 250,000 shares ofdimpény’'s common stock have
been reserved for sale to employees of the Compadyts subsidiaries through payroll deductionse ptice for shares purchased under the
plan is 85% of market value on the last day
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of the purchase period. Purchases are made amthef@ach month. During 1996, 5,753 shares haga parchased under the plan for
$83,000 ($13.07 to $17.19 per share.)

Stock-Based Compensation Plans

At December 31, 1996, the Company had three staskdcompensation plans, as described above. Thpaby accounts for these plans
under APB Opinion No. 25, under which no compewsatixpense has been recognized in 1996 or 1998pefar the $89,000 recognized in
1996 for the 5,925 shares granted as stock bonasdawnder the 1996 Plan, as discussed above.

Had compensation expense for the Company's thoek-bsed compensation plans been based on thafaé at the grant dates for awards
under those plans consistent with the method déBtant of Financial Accounting Standards No. 128AS 123), "Accounting for Stock-
Based Compensation”, the Company's net loss andsgeper common and equivalent share for 19961888 would approximate the pro
forma amounts as follows (in thousands, excepspare amounts):

1996 1995
Net loss:
NS =Y o To 4 (=Y O $(3,736) $(19,180)
Proforma.....cccoovviiinniiiiiiiees (4,649) (19,184)

Net loss per common and equivalent share:
As reported.........ooooviiiiiiiiiiiiieeeeeen
Pro forma.......cccoooiiiiiiiiii

...... (15) (.86)
...... (19) (.86)

The fair value of each option grant was estimatethe date of grant using the Black-Scholes oppincing model with the following
weighted-average assumptions for options grantd®®® and 1995, respectively: risk-free interesgaf 6.1 percent and 6.3 percent;
dividend yield of zero percent for both years; etpd lives of 5.0 and 4.0 years; and volatilityd6f0 percent and zero percent. Consistent
with SFAS 123, the Company assumed zero volafitityall options granted prior to the date the Conmypqualified as a public entity.

The effects of applying SFAS 123 in this pro fordisclosure are not indicative of future amountsASHA23 applies only to 1996 and 1995,
and additional awards in future years are antieighat
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12. UNAUDITED QUARTERLY FINANCIAL DATA (IN THOUSANDS, EXCEPT PER SHARE DATA)

QUARTER ENDED

30 SEPTEMBER 30 DECEMBER 31

1996:

Operating revenues................. $26,757 $30, 431 $35,320 $39,789
Gross margin..........ccceeeeennee 10,153 12, 288 15,722 19,889
Operating income (loss)............ (4,992) (82) 1,541 4,381
Income (loss) before extraordinary

e (6,503) ( 696) 948 3,775
Net income (I0SS)..........cuuu... (7,763) ( 696) 948 3,775
Earnings (loss) per common and

equivalent share:

Income (loss) before extraordinary

M. (.28) ( .03) .04 .15
Net income (l0SS).......ccccouuuee (:33) ( .03) .04 .15
1995:

Operating revenues................. $22,844 $24, 092 $23,789  $25,679
Gross margin........ . 7,710 8, 763 8,633 9,536
Operating l0SS.........cccceeeenne (1,044) ( 910) (2,160) (2,906)
Loss from continuing operations.... (3,302) (3, 010) (4,236) (4,879)
Net 10SS....ccvvevrriiiiieene (4,453) (3, 949) (5,899) (4,879)
Loss per common and equivalent

share:

Loss from continuing operations... (.15) ( .14) (:19) (.22)
NetloSs.....cccvvvriieiiienns (.20) ( .18)  (.26) (.22)

The first quarter of 1996 includes a $3.2 millianrecurring charge to record stock-based compemsatipense for certain employees
vesting in their performance stock purchase agregsredfective with the closing of the IPO. See Nbefor additional discussion. In
addition, the first quarter of 1996 includes a $hiBion extraordinary charge for early extinguistant of debt. See Note 5 for additional
discussion.

During the fourth quarter of 1996, the Company rded a reduction in operating expenses of appraein&1.4 million related to favorable
pricing adjustments for processing services preshorecorded as expense ratably over the firsethuerters of 1996.

During the first three quarters of 1995, the Conyplaad losses from discontinued operations of $lilllorm $0.9 million and $1.7 million,
respectively. See Note 9 for additional discussion.

44



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors of
Cable Services Group, Inc.:

We have audited the accompanying consolidated balsineet of Cable Services Group, Inc. as of Noeerd0d, 1994, and the related
consolidated statements of income, stockholdetgyegnd cash flows for the eleven months endedexter 30, 1994. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based
on our audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtyat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digeesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the consolidated financial posi
of Cable Services Group, Inc. as of November 30418nd the consolidated results of its operatamsits cash flows for the eleven months
ended November 30, 1994, in conformity with gergratcepted accounting principles.

Arthur Andersen LLP

Omaha, Nebraska
December 22, 1995
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CABLE SERVICES GROUP, INC.

CONSOLIDATED BALANCE SHEET

NOVEMBER 30, 1994
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

ASSETS
Current Assets:

Accounts receivable, net of allowance of $217....
Deferred income taxes...........ccccvvvveeeennn.
Other current assets

Total current assets..............cceeuvvnnns

Equipment and furniture, at cost, net..............
Goodwill, net of accumulated amortization of $6,852
Other intangibles, net of accumulated amortization
Other assets........ccccovcvvveeiiirieeeeieee.

LIABILITIES AND STOCKHOLDER'S EQUI

Current Liabilities:

Customer deposSitS.........ccvveeerriiierernnns

Trade accounts payable............cccceeeenne

Accrued employee-related liabilities.............

Intercompany payables--FDC and subsidiaries, net.

Other accrued liabilities........................

Deferred revenue...........cocceeeeviieeeennnns

Total current liabilities......................

Deferred income taxes...........ccoceeeeniveenn.
Intercompany loan--FDC
Commitments and contingencies (Note 6)
Stockholder's Equity:
Common stock, par value $1.00 per share, authoriz
outstanding 10 shares...
Additional paid-in capital
Retained earnings.........ccccceveeeeeveniinnnns

Total stockholder's equity.....................

The accompanying notes are an integral part ofcthnsolidated balance sheet.
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FOR THE ELEVEN MONTHS ENDED NOVEMBER 30, 1994
(IN THOUSANDS)

Total FEVENUE.......cccvveeciiecieeceeeeeee e $76,081
Expenses:

Cost of revenues:
Cost of services

................................................... 34,977
Amortization of client contracts and related in tangibles........... 1,594
Total cost of revenUeS........ccccevevveeeeees e 36,571

GroSS MargiN..cccceeeeieiiiiciiiiiiveeeeeeeee e 39,510

Operating expenses:

Research and development........ccccccoeeeeeeeee. e 7,680
Selling and marketing......cccccccevvveeeees 3,054
General and administrative:

General and administrative..........cccceeeeee. L 9,461
Amortization of goodwill .

Depreciation

Total operating expenses

Operating income

Other income (expense):

Interest expense paid to FDC
Interest income

Total other

Income before income taxes
Income tax provision

Net income

The accompanying notes are an integral part oftimsolidated financial statement.
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CONSOLIDATED STATEMENT OF STOCKHOLDER'S EQUITY

FOR THE ELEVEN MONTHS ENDED NOVEMBER 30, 1994
(IN THOUSANDS)

ADDITIONAL

COMMON PAID-IN RETAINED

STOCK CAPITAL EARNINGS TOTAL
Balance, at January 1, 1994................ $-- $27,633 $8,347 $35,980
Net iNnCOmMe........occvvvveiviriieeins -- -- 8,610 8,610
Cash dividends...........ccccoecuveeenn. -- - (3,441) (3,441)
Capital contribution..................... - 1,882 - 1,882
Balance, at November 30, 1994.............. $-- $29,515 $13,516 $43,031

The accompanying notes are an integral part ofcimsolidated financial statement.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE ELEVEN MONTHS ENDED NOVEMBER 30, 1994
(IN THOUSANDS)

Cash flows from operating activities:

NEetiNCOME....ovvvviviii e e $ 8,610
Adjustments to reconcile net income to net cash pr ovided by operating
activities:

Depreciation

Amortization

Changes in operating assets and liabilities:
Accounts receivable, net
Deferred income taxes..........cccoecvvveeennns
Other current and noncurrent assets
Customer deposits.........coccveeeeriiiineeenns

Trade accounts payable and accrued liabilities..
Intercompany payables-FDC and subsidiaries, net.
Deferred revenue

Net cash provided by operating activities...... 13,226
Cash flows from investing activities:
Payments for other intangibles.....................~ L (1,974)
Purchase of equipment and furniture, net

Net cash used in investing activities........... e (5,769)
Cash flows from financing activities:
Net decrease in intercompany loan-FDC
Dividends paid to FDC..............ccoevnvnnnne
Capital contribution from FDC

Net cash used in financing activities

Net decrease in cash and cash equivalents.......... (39)
Cash and cash equivalents, at beginning of period.. .. 61
Cash and cash equivalents, at end of period........ .. $ 22

Supplemental cash flow information:
Income taxes paid to FDC....
Interest paid to FDC

The accompanying notes are an integral part oftimisolidated financial statement.
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CABLE SERVICES GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. BUSINESS AND BASIS OF PRESENTATION

Cable Services Group, Inc. (the Company or CSG$, avaholly owned subsidiary of First Data Resoutoes(FDR) which is a wholly
owned subsidiary of First Data Corporation (FDC).

Prior to January 1, 1994, the Company operateddagsaion of FDR (Cable Division) and IntelliTEK @gputer Corporation (IntelliTEK)
operated as a wholly owned subsidiary of FDR. Eifeclanuary 1, 1994, the newly created legalenfiCSG issued common stock to FDR
in exchange for the net assets of the Cable Diviaitd IntelliTEK. This transaction was accountedifica manner similar to the pooling-of-
interests method whereby the historical accounts b@en combined effective January 1, 1994. Acogtdj the accompanying financial
statements have been prepared to reflect the atcofi©€SG and IntelliTEK on a consolidated basiee Tompany believes there were no
material costs incurred on behalf of the Companijtbparent company which have not been refleatdtié accompanying consolidated
financial statements.

FDC sold the Company to CSG Systems Internatidnal effective November 30, 1994 (the Acquisition).

The Company provides billing and customer managés@ations, encompassing processing servicesyamdtproducts and other services,
for the converging cable television, direct broaicatellite, telecommunications and on-line sewvindustries. The Company's offerings
automate the full spectrum of billing and customenvices functions, including sales support an@iopdocessing, invoice calculation and
production, and management reporting and markdysisa

The Company had two significant customers whichh@éaggregate, contributed approximately 39 peraethe Company's consolidated
revenues for the eleven months ended Novemberd®3.. The largest single client contributed appratity 23 percent of the Company's
consolidated revenues for the eleven months endedrivber 30, 1994.

In the normal course of business, the Companyps®ed to credit risk resulting from the possibitityat a loss may occur from the failure of
another party to perform according to the termthefcontract. The Company regularly monitors crask exposures and takes steps to
mitigate the likelihood of these exposures resgltina loss. The primary counterparties to the Camyfs accounts receivable and sources of
the Company's revenues consist of cable televimoniders in the United States.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The accompanying consolidated financial statemientade the accounts of CSG and IntelliTEK. All maal intercompany accounts and
transactions have been eliminated.

Equipment and Furniture

Equipment and furniture are depreciated over tbgtimated useful lives ranging from three to eigddrs. Depreciation is computed using the
straight-line method.

Equipment and furniture at November 30, 1994, aissif the following (in thousands):

Computer and operating equipment........cccceeeeeee. i $ 16,944
Leasehold improvements.......ccccccvvvveeeeneeeee e, 1,625
Furniture and fixtures..........ccocovveveeee. L 5,430
23,999
Less accumulated depreciation.......ccccccceeeeeee. L. (17,751)
Equipment and furniture, net.........ccccoceeeeeee. s $ 6,248
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Gooduwill and Other Intangibles

Gooduwill represents the excess of purchase priee tawngible and other identifiable assets acquessl liabilities assumed arising primarily
from the 1988 acquisition of IntelliTEK and, toes$er extent, the 1985 acquisition of Gill Managem$ervices, Inc. and is being amortized
over an estimated useful life of 40 years.

Other intangible assets consist principally of tigto provide processing services to clients. Tlests are amortized as a percentage of
expected revenue over the length of the contrabenefit period, typically 3 to 10 years, and ar@uded in amortization of client contracts
and related intangibles in the accompanying codat#d statements of income.

Software Development Costs
Internal costs of computer software developmeneapensed as incurred.
Revenue Recognition

The Company's revenues are derived principally fpoatessing fees from its core product, CommuracatiControl System (CCS(TM)),
services ancillary to CCS, and customized printmiadl services. Processing and related serviceseaognized as the services are perforr
Processing fees are typically billed based on tireler of customers serviced, ancillary servicedygrieally billed on a per transaction basis,
and certain customized print and mail servicesddled on a usage basis.

Payments received for revenues not yet recognieeceflected as deferred revenue in the accompgrognsolidated balance sheet.
3. RELATED-PARTY TRANSACTIONS

Interest expense in the consolidated statemerit€ome represents interest paid on an intercomfzaryfrom FDC. The loan bears intere:
an annually adjusted floating rate (8.25 percenttfe eleven months ended November 30, 1994) tafieof FDC's cost of external debt and
is repaid based upon available cash flows of thegamy.

The Company has entered into various transactidgisRiDC and its subsidiaries. The following tabitd fees paid by the Company to FDC
and its subsidiaries for the eleven months endeadehiber 30, 1994 (in thousands):

Data processing and related services................ L. $12,513
ComMmUNICAtiONS.....cccovveeeeieiiiiiiiieeeee e, 4,726
Professional and administrative services........... . e 2,982
Equipment maintenance and other..........ccccc..... 930
Benefits and incentives..........cccccvevevceeeees. e 1,036

The Company is charged a usage-based fee per @rstondata processing and related services. Ther etxpenses are charged based on
usage and/or actual costs. Management does netbdhat had the Company been operating otherabham affiliate of FDC, there would
have been a material impact on net income.
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4. INCOME TAXES

The Company accounts for income taxes in accordaitbeStatement of Financial Accounting Standarads N9 (SFAS 109), "Accounting
for Income Taxes." SFAS 109 is an asset and ltglalbproach which requires the recognition of deféétax assets and liabilities for the
expected future tax consequences of events whioh Ibeen recognized in the Company's consolidatehéial statements or tax returns. In
estimating future tax consequences, SFAS 109 giineomsiders all expected future events other twaactment of or changes in the tax law
or rates.

The taxable income of the Company is included énabnsolidated U.S. federal income tax return o€FDnder an agreement with FDC, the
provision for income taxes and tax benefits is deieed by the Company on a stand- alone basise@uimcome taxes are remitted to, and
benefits received from, FDC.

The provision for income taxes for the eleven memhded November 30, 1994, consists of the follgwim thousands):

Federal....coovviiiiiiiiic e e $5,199
State and local......ccccvvveeeeveiiiiieeees 320
Total e e $5,519

Deferred income taxes result from the recognitibtemporary differences. Temporary differencesdifferences between the tax bases of
assets and liabilities and their reported amountke financial statements that will result in diffnces between income for tax purposes and
income for financial statement purposes in futigarg. The provision for income taxes for the elawemths ended November 30, 1994,
consists of the following (in thousands):

CUMENt .o e, $5,360
Deferred....ccooviiiiiiiiceeee s 159
Total i e, $5,519

The Company's net deferred tax assets (liabiliteskist of the following as of November 30, 19®4tlousands):

Deferred tax assets:

Deferred revenue........cccoovveeeevccvneeeeeees e $ 45
Other liabilitieS......vvvveveeeeeiiiiieeeee 1,058

Total deferred tax assets.....ccccvvveeeeeeee. s 1,103
Valuation allowance...........cccccoevevvccceeees s --

Deferred tax assets, net of valuation allowance ... 1,103

Deferred tax liabilities:

Depreciation and amortization............ccccee.. . (1,147)
Other liabilitieS......vvvveveeeeeeiieieeeee (49)

Total deferred tax liabilities.................. L (1,196)
Net deferred tax liabilities...........ccccceeeeee. L $ (93)

Cash payments to FDC for net income taxes duriageteven months ended November 30, 1994, weren§ilign. Included in intercompany
payables-FDC and subsidiaries, net at Novembet 3@, was an income tax receivable from FDC foi $iillion.
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The reconciliation of income tax attributable totinuing operations computed at the U.S. fedeedlisbry tax rate to income tax expense for
the eleven months ended November 30, 1994, comsithe following (in thousands):

Tax at U.S. statutory rate (35 percent)....c.c...... . $4,945
Increases in taxes resulting from:
State and local taxes, net of federal income tax benefit......... 208
Amortization of goodwill.........ccooceeeeeeee 311
AlLOtNEr ..o e 55
$5,519

5. EMPLOYEE BENEFIT PLANS
Defined Benefit Retirement Plan

Eligible employees of the Company participate indFDU.S. defined benefit pension plan that covebstntially all full-time employees of
FDC and its participating subsidiaries. Net pensiosts for the eleven months ended November 30%,188re approximately $265,000.

Incentive Savings Plan

FDC has an incentive savings plan which allowsilelkgemployees of FDC and its subsidiaries to ¢oute a percentage of their
compensation and provides for certain matchingsandice related contributions. The Company's matchind service related contributions
associated with the plan for the eleven months @hNtevember 30, 1994, were approximately $617,000.

Long-Term Incentive Plan

Certain of the Company's officers, key employeabather individuals participate in the First Datar@ration 1992 Long-Term Incentive
Plan (the 1992 Plan). Awards under the 1992 Planlman the form of stock options, stock appreoiatiights, restricted stock, performance
grants and other types of awards that the Compensad Benefits Committee of FDC's Board of Dioestdeems to be consistent with the
purposes of the 1992 Plan. FDC options grantededCbmpany's employees are generally at a prideaqut to the fair market value at the
date of grant. As of November 30, 1994, FDC tert@iddhe Company's employees patrticipation in the.@FDC settled all outstanding
awards with the Company's employees at that time.

6. COMMITMENTS AND CONTINGENCIES
Operating Leases

FDC and the Company lease certain office and pitomhu€acilities under cancelable and noncancelableements. Total rent expense was
$1.1 million for the eleven months ended Novemlieri®94.

In July 1994, the Company entered into a noncablzkublease agreement with FDR for an office ifgciThe lease began August 1995 and
extends through 2007 with a minimum annual rerdatmitment of 1.0 million. This lease replaces aibpoffice facility lease commitments.

At November 30, 1994, given effect of the new lediseussed above, the minimum aggregate rental donemt under all noncancelable
leases was (in thousands): 1995, $1,092; 199682311097, $1,182; 1998, $1,182; 1999, $1,182; aha4B for years thereafter. Most leases
contain standard renewal clauses.
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CABLE SERVICES GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
Legal Proceedings

The Company is involved in litigation primarily siig in the normal course of its business. In thi@ion of management, the Company's
recovery or liability, if any, under any pendintigation, would not materially affect its financiabndition or operations.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

See the Proxy Statement for the Company's Annuetilig of Stockholders, which information is incorged herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

See the Proxy Statement for the Company's Annuetilig of Stockholders, which information is incorged herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

See the Proxy Statement for the Company's Annuetilig of Stockholders, which information is incorgted herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

See the Proxy Statement for the Company's Annuetilig of Stockholders, which information is incorgted herein by reference.
PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AN D REPORTS ON FORM 8-K

(a) Financial Statements, Financial Statement Sdhedand Exhibits:

(1) Financial Statements

The financial statements filed as part of this repee listed on the Index to Financial Statementpage 21.

(2) Financial Statement Schedules:

Index to Consolidated Financial Statement Schedules

PAGE
CSG Systems International, Inc.
Report of Independent Public Accountants......... e 58
Schedule II--Valuation and Qualifying Accounts... e 59
Cable Services Group, Inc.
Report of Independent Public Accountants.......... . 60
Schedule Il--Valuation and Qualifying Accounts... . 61

(3) Exhibits
Exhibits are listed in the Exhibit Index on page 62

The Exhibits include management contracts, compgensplans and arrangements required to be fileekagits to the Form 10-K by Iltem
601(10)(iii) of Regulation S-K.

(b) Reports on Form 8-K

Form 8-K dated July 9, 1996, as amended by Forni/-Rled on September 9, 1996, and Form 8-K(A) Ardment No. 2 filed on
September 25, 1996, under Item 2, Acquisition apbsition of
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Assets, was filed with the Securities and Exchadgemission reporting the acquisition of the capstakk of Bytel Limited. The financial
statements included in the Form 8-K(A) were asofed:

Financial statements for Bytel Limited as at andtifie year ended 30 April 1996.

Pro forma combined financial statements for CSGe3ys International, Inc. and Bytel Limited for tywar and six months ended December
31, 1995, and June 30, 1996, respectively.
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SIGNATURES

PURSUANT TO THE REQUIREMENTS OF SECTION 13 OR 1% @F THE SECURITIES EXCHANGE ACT OF 1934, THE
REGISTRANT HAS DULY CAUSED THIS REPORT TO BE SIGNEDN ITS BEHALF BY THE UNDERSIGNED, THEREUNTO
DULY AUTHORIZED.

CSG Systems International, Inc.

/sl Neal C. Hansen
By:

NEAL C. HANSEN CHAI RVAN OF THE
BOARD AND CHI EF EXECUTI VE OFFI CER

Date: March 31, 1997
PURSUANT TO THE REQUIREMENTS OF THE SECURITIES EXBNGE ACT OF 1934, THIS REPORT HAS BEEN SIGNED

BELOW BY THE FOLLOWING PERSONS ON BEHALF OF THE RE&TRANT AND IN CAPACITIES AND ON THE DATES
INDICATED.

S| GNATURE TI TLE DATE
/sl Neal C. Hansen Chai rman of the March 31, 1997
e R Board, Chief
NEAL C. HANSEN Executive Oficer
/sl George F. Haddi x, Ph.D. Presi dent and March 31, 1997
e R Di rector

GEORGE F. HADDI X, PH. D.

/'s/ David |I. Brenner Executive Vice March 31, 1997
e R Presi dent, Chi ef
DAVI D |I. BRENNER Fi nancial Oficer
/'s/ Randy R W ese Controller, March 31, 1997
e R Pri nci pal
RANDY R. W ESE Accounting O ficer
* Di rector March 31, 1997

ROYCE J. HOLLAND
* Director March 31, 1997

* Director March 31, 1997

* Director March 31, 1997

FRANK V. SI CA

* By: [/s/ David |I. Brenner

DAVI D I. BRENNER
ATTORNEY- | N- FACT
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDUL E OF
CSG SYSTEMS INTERNATIONAL, INC.

To the Board of Directors of CSG
Systems International, Inc.:

We have audited in accordance with generally aeceptiditing standards, the consolidated finantééments of CSG Systems Internatic
Inc. and Subsidiaries included in this Form 10-K &ave issued our report thereon dated Januard@®7, Our audits were made for the
purpose of forming an opinion on the basic finahsiatements taken as a whole. The schedule of &&ms International, Inc. listed in
Item 14 of Part IV of this 10-K is the responsityilof the Company's management and is presentqulfposes of complying with the
Securities and Exchange Commission's rules andtipart of the basic financial statements. Thisdcite has been subjected to the auditing
procedures applied in the audits of the basic firerstatements and, in our opinion, fairly stateall material respects the financial data
required to be set forth therein in relation to biasic financial statements taken as a whole.

Arthur Andersen LLP

Omaha, Nebraska
January 27, 1997

58



CSG SYSTEMS INTERNATIONAL, INC.

SCHEDULE 1I--VALUATION AND QUALIFYING ACCOUNTS
ALLOWANCE FOR DOUBTFUL ACCOUNTS

FOR THE
DECE

Balance, beginning of period...............

Acquisition

Additions charged to expense..

Reductions

of businesses.........

Balance, end of period..................... $

59

FOR THE PERIOD
FROM INCEPTION
YEAR ENDED (OCTOBER 17,
MBER 31,  1994) THROUGH
------------- DECEMBER 31,
1995 1994
(IN THOUSANDS)
21°$ 457  $-
o 217
19 310 257



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON SCHEDUL E OF
CABLE SERVICES GROUP, INC.

To the Board of Directors of
Cable Services Group, Inc.:

We have audited in accordance with generally aeceptiditing standards, the consolidated finantééments of Cable Services Group, Inc.
included in this Form 10-K and have issued our refhereon dated December 22, 1995. Our audits made for the purpose of forming an
opinion on the basic financial statements takeaahole. The schedule of Cable Services Grouplisted in Item 14 of Part IV of this 10-K
is the responsibility of the Company's managemedtis presented for purposes of complying withSkeeurities and Exchange Commissit
rules and is not part of the basic financial staets. This schedule has been subjected to thdrapditocedures applied in the audits of the
basic financial statements and, in our opinionyatates in all material respects the financatbdequired to be set forth therein in relatio
the basic financial statements taken as a whole.

Arthur Andersen LLP

Omaha, Nebraska
December 22, 1995
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CABLE SERVICES GROUP, INC.

SCHEDULE 1I--VALUATION AND QUALIFYING ACCOUNTS
ALLOWANCE FOR DOUBTFUL ACCOUNTS

ADDITIONS
BALANCE AT CHARGED TO CHAR GED TO BALANCE
BEGINNING COSTS AND OT HER AT END OF
DESCRIPTION OF PERIOD EXPENSES ACC OUNTS DEDUCTIONS PERIOD
(INTHO USANDS)
Eleven months ended
November 30, 1994...... $390 $-- $ -- ($173) %217

61



EXHIBIT INDEX

EXHIBIT

NUMBER DESCRIPTION

2.01(1) Agreement of Merger among CSG Systems Inte
Acquisition Corporation, Cable Services G
Resources Inc., dated October 26, 1994

2.02(1) Agreement of Merger among CSG Systems Inte
Acquisition Corporation, Anasazi Inc. and
dated November 29, 1994

2.03(1) Amendment Agreement between First Data Cor
Resources Inc., CSG Systems International
and Anasazi Inc., dated April 27, 1995

2.04(1) Pre-Merger Loan Agreement among CSG Acquis
lenders, and Banque Paribas, as Agent, da

2.05(3) Amended and Restated Loan Agreement among
lenders, and Banque Paribas, as Agent, da

2.06(1) Anasazi Inc. Series A and B Preferred Stoc
Anasazi Inc. and each of the purchasers |
Purchasers attached thereto, dated August

2.07(1) Founder Stock Purchase Agreement between C
Inc. and Neal C. Hansen, dated November 3

2.08(1) Founder Stock Purchase Agreement between C
Inc. and George Haddix, dated November 30

2.09(1) Founder Performance Stock Purchase Agreeme
International, Inc. and Neal C. Hansen, d
first and second amendments thereto

2.10(1) Founder Performance Stock Purchase Agreeme
International, Inc. and George Haddix, da
first and second amendments thereto

2.11(1) Series A Preferred Stock Purchase Agreemen
International, Inc. and the purchasers li
Purchasers attached thereto, dated Novemb

2.12(1) Stockholders Agreement among CSG Systems |
of the investors listed on the Schedule o
thereto, dated November 30, 1994

2.13(1) Stockholders Agreement among Anasazi Inc.
listed on the Schedule of Investors attac
31, 1995

2.14(1) Swap Transaction Cap letter agreements dat

2.15(1) Consent and Limited Waiver dated as of Jan
CSG Systems, Inc., the Company, and Banqu

2.16(2) Share Purchase Agreement among Cray System
Company Ltd. and CSG Systems Internationa

2.17(2) Administration and Development Services Ag
Systems Ltd. and Bytel Limited dated June

2.18(4) First Amendment and Limited Waiver, dated
Amended and Restated Loan Agreement among
lenders and Banque Paribas, as Agent

3.01(1) Restated Certificate of Incorporation of t

3.02(1) Restated Bylaws of the Company

4.01(1) Form of Common Stock Certificate

10.01(1) CSG Systems International, Inc. 1995 Incen

10.02(1) CSG Employee Stock Purchase Plan

10.03(1) CSG Systems International, Inc. 1996 Stock
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EXHIBIT

NUMBER DESCRIPTION

10.04(1) Employee Performance Stock Purchase Agree
International, Inc. and George Haddix, d
first amendment thereto

10.05(1) Employee Restricted Stock Purchase Agreem
International, Inc. and John P. Pogge, d

10.06(1) Employee Performance Stock Purchase Agree
International, Inc. and John P. Pogge, d
first and second amendments thereto

10.07(1) Employee Performance Stock Purchase Agree
International, Inc. and John P. Pogge, d
first and second amendments thereto

10.08(1) Employee Restricted Stock Purchase Agreem
International, Inc. and David |. Brenner

10.09(1) Employee Performance Stock Purchase Agree
International, Inc. and David I. Brenner
and first and second amendments thereto

10.10(1) Employee Performance Stock Purchase Agree
International, Inc. and David |. Brenner
first and second amendments thereto

10.11(1) Registration Rights Agreement among CSG S
and the purchasers listed on the Schedul
thereto, dated November 30, 1994

10.12(1) Guaranty by CSG Systems International, In
lenders and Banque Paribas, as Agent, da

10.13(1) Registration Rights Agreement among Anasa
listed on the Schedule of Purchasers att
31, 1995

10.14(1) Employment Agreement with Neal C. Hansen

10.15(1) Employment Agreement with George F. Haddi

10.16(1) Indemnification Agreements between CSG Sy
and its directors and certain officers

10.17(1) Lease, Assignment and Acceptance of Lease
of Lease, and First Amendment to Lease r
North 117th Avenue, Omaha, Nebraska

10.18(1) Lease, Assignment and Assumption of Lease
respecting facility at 14301 Chandler Ro

10.19(1) Lease and Sublease respecting facility at
Boulder, Colorado

10.20(1) Lease and Sublease respecting facility at
Englewood, Colorado

10.21(1)* Services Agreement between First Data Tec
Services Group, Inc., dated October 26,

10.22(1)* Subscriber Billing Service Agreement betw
Inc. and TCI Cable Management Corporatio
and Addendum to the Subscriber Billing S
April 8, 1994

10.23(1)* Subscriber Billing Service Agreement betw
and First Data Resources Inc. dated Janu
amendment thereto, and Consent to Assign

10.24(1)* Subscriber Billing Service Agreement betw
First Data Resources Inc. dated October
second amendments thereto

10.25(1)* Subscriber Billing Service Agreement betw
Coronado and First Data Resources Inc. d
the first amendment thereto
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EXHIBIT

NUMBER DESCRIPTION

10.26(1)* Subscriber Billing Service Agreement betw
and First Data Resources Inc. dated Octo
thereto

10.27(1)* Subscriber Billing Service Agreement betw
Inc. and Manhattan Cable Television, Inc

10.28(1)* Subscriber Billing Service Agreement betw
Inc. and Cablevision Industries Corporat
and three thereto

10.29(1)* Subscriber Billing Service Agreement betw
Communications, Inc. and First Data Reso
1991, the first and second amendments th
assignment and delegation with respect t

10.30(1)* Subscriber Billing Service Agreement betw
First Data Resources Inc. dated October

10.31(1)* Subscriber Billing Service Agreement betw
Inc. and Time Warner Cable of New York d
addenda one and two thereto

10.32(1)* Subscriber Billing Service Agreement betw
Inc. and Time Warner Programming Co. dat

10.33(1)* Subscriber Billing Service Agreement betw
and First Data Resources Inc. dated Marc
Amendment thereto dated June 30, 1993, a
and delegation dated March 1, 1994

10.34(1)* Subscriber Billing Service Agreement betw
Data Resources Inc. dated June 20, 1989,
Delegation dated January 1, 1994, and Ad
Billing Service Agreement dated July 27,

10.35(1)* Subscriber Billing Service Agreement betw
and First Data Resources Inc. dated Apri
Amendment thereto dated December 20, 199
Assignment and Delegation dated January

10.36(1)* Subscriber Billing Service Agreement betw
Inc. and First Data Resources Inc. dated
second, third and fourth amendments ther
Assignment and Delegation

10.37(1)* Printing and Mailing Services Agreement b
and PageMart, Inc., dated August 29, 199

10.38(1)* First Amendment to Services Agreement bet

Technologies, Inc. and CSG Systems, Inc.
and Second Amendment to Services Agreeme
Technologies, Inc. and CSG Systems, Inc.
10.39 CSG Systems, Inc. Wealth Accumulation Pla
1996 (previously filed as Exhibit 10.38
Quarterly Report for the period ended Se

10.40* Amended and Restated Services Agreement b

Technologies, Inc. and CSG Systems, Inc.
Services Group, Inc., dated December 31,

10.41  Third Amendment to Subscriber Billing Ser
Systems, Inc. and TCI Cable Management C
1996

10.42  Fourth Amendment to Subscriber Billing Se
Systems, Inc. and TCI Cable Management C
1996

10.43  Fifth Amendment to Subscriber Billing Ser
Systems, Inc. and TCI Cable Management C
30, 1996

11.01 Statement re: Computation of Per Share Ea

21.01 Subsidiaries of the Company
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EXHIBIT
NUMBER DESCRIPTION

23.01 Consent of Arthur Andersen LLP

24.01 Power of Attorney

27.01 Financial Data Schedule (EDGAR Version Only )

99.01 Safe Harbor for Forward-Looking Statements
Securities Litigation Reform Act of 1995--
Statements and Risk Factors

Under the Private
Certain Cautionary

(1) Incorporated by reference to the exhibit of $hene number to the Registration Statement No2333sn Form S-1.

(2) Incorporated by reference to the exhibit of $hene number to the Registrant's Current Repdroom 8-K dated July 9, 1996.

(3) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRaym 10-Q for the period ended June
30, 1996.

(4) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRarm 10-Q for the period ended
September 30, 1996. *Confidential Treatment
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EXHIBIT 10.40

Pages where confidential treatment has been regfuast stamped "Confidential Treatment RequestédrenRedacted Material has been
separately filed with the Commission," and placéem information has been redacted has been muaiikie*).

AMENDED AND RESTATED
SERVICES AGREEMENT
BETWEEN
FIRST DATA TECHNOLOGIES, INC.
AND
CSG SYSTEMS, INC,,
FORMERLY KNOWN AS
CABLE SERVICES GROUP, INC.
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THIS AMENDED AND RESTATED SERVICES AGREEMENT (th&ervices Agreement”) is entered into as of DecerBbef 996, by and
between First Data Technologies, Inc., a Delawarparation ("FDT"), and CSG Systems, Inc. (forméatypwn as Cable Services Group,
Inc.), a Delaware corporation ("CSG").

RECITALS
A. FDT is presently engaged in the business of iding data processing services;

B. CSG and FDT previously entered into a servigge@ment dated as of October 26, 1994, as amerydiditocertain First Amendment to
Services Agreement between FDT and CSG executedniissr 8, 1995, and as further amended by thatic&Second Amendment to
Services Agreement between FDT and CSG executeddaB0, 1996, and as further amended by that Thindndment to Services
Agreement between FDT and CSG executed Novemberd®®, (collectively, the "Original Agreement");

C. CSG and FDT desire to amend and restate thigations relating to the terms and conditions goirgy the data processing services
which FDT will continue to provide to CSG.

NOW, THEREFORE, in consideration of the premises ve mutual covenants, representations, warrarmieslitions and agreemet
hereinafter expressed, the Parties hereto agredi@ss:

SECTION 1 DEFINITIONS
When used herein, the following terms shall hawentteaning set forth below:
1.1 "Additional Services" has the meaning stateSdntion 2.15.

1.2 "Affiliate" means an Entity which, directly axdirectly, owns or controls, is owned or is colied by or is under common ownership or
control with another Entity. As used herein, "coiitmeans the power to direct the management airafof an Entity, and "ownership"
means the beneficial ownership of 50% or more efvibting equity securities or other equivalent ngtinterests of the Entity.

1.3 "Applications Software" means the CSG-Venddivare and the CSG Proprietary Software.
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1.4 "Business" shall have the meaning set fortiha certain Stock Purchase Agreement dated astob®r 26, 1994 between CSG Holdir
Inc. and First Data Resources, Inc.

1.5 "Claim" has the meaning specified in Sectidh®.

1.6 "Confidential Information" has the meaning ethin Section 10.1.

1.7 "CSG" means CSG Systems, Inc. (formerly knosv@able Services Group, Inc.), a Delaware corpmratind its permitted successors
and permitted assigns.

1.8 "CSG Batch Job Targets" means the time perawsigified on Schedule 2.10 relating to CSG's bataties.

1.9 "CSG Client" shall mean any current or futurdity for which CSG provides data processing sawithrough FDT in accordance with
terms and conditions of the Services Agreement.

1.10 "CSG's Clients' Locations" means each of C8G&nts' business locations which are connectebegd?latform to permit a CSG Client
receive the benefit of the FDT Services in accocdamith the terms and conditions of this Servicgsegment.

1.11 "CSG Data" has the meaning specified in Sedia.
1.12 "CSG Proprietary Software" means New CSG Retapy Software and Existing CSG Proprietary Sofava

1.13 "CSG-Vendor Software" means the Software §edrto CSG by third party vendors (excluding FD@ &g Affiliates) and to be used by
FDT to provide the FDT Services, together withdalzelopments, improvements, modifications, addéj@xpansions, new versions, new
releases, rewrites, enhancements, upgrades ordatarges of any kind thereto. The CSG-Vendor Saévsaset forth in Schedule 2.3, as it
may be amended from time-to-time.

1.14 "Damaged Party" has the meaning stated ind®etp.5.

1.15 "Data Processing Materials" has the meanggdtn Section 5.5.

1.16 "Declared Disaster" has the meaning stat&tiedule 2.11.

1.17 "Development Software" means that portiorhef$ystems Software as set forth in Schedule hatAASG may execute and use for
development of CS@roprietary Software.

1.18 "Dispute" means any and all disputes, conties and claims between the
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Parties arising from or in connection with this\Bees Agreement or the relationship of the Paudieder this Services Agreement whether
based on contract, tort, common law, equity, statggulation, order or otherwise.

1.19 "Effective Date" shall mean January 1, 1997.

1.20 "Entity" means an individual, corporation, itied liability company, partnership, sole propristdp, joint venture, or other form of
organization or governmental agency or authority.

1.21 "Existing CSG Proprietary Software" meansapglications, job control language and system ahdrd&software owned by CSG and to
be used by FDT to provide the FDT Services, thatdstified in Schedule 1.21 of th&ervices Agreement.

1.22 "Existing FDT Proprietary Software" means Sudtware owned, developed by, or licensed by ailia# of FDT in connection with the
provision of FDT Services under this Services Agrent, as set forth in Schedule 5.3 of this Serviggeement.

1.23 "Failed Criteria" shall have the meaning stateSection 11.2.

1.24 "FDT" means First Data Technologies, Inc. edelvare corporation, and its permitted successatparmitted assigns.

1.25 "FDT Data Center" means the data center niagday or on behalf of FDT in Englewood, Coloradany other data or information
processing centers maintained by or on behalf of BDany of its Affiliates and used to provide tHBT Services.

1.26 "FDT Proprietary Software" means New FDT Pietpry Software and Existing FDT Proprietary Softeva

1.27 "FDT Service Charges" means the fees charg&di for the FDT Services as set forth in Schedufy.

1.28 "FDT Services" means the data processingcenand systems currently provided by FDT to CS@&hvare set forth on Schedule 1.27
and those Additional Services that FDT agrees ¢oigde.

1.29 "Indemnified Party" means a Party or Parteekig or entitled to indemnification pursuanthe provisions of Section 6.

1.30 "Indemnifying Party" means the Party or Partiereto responsible for indemnifying an Indemdifiarty pursuant to Section 6.
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1.31 "Infringement Claims" has the meaning stateféction 6.1.1.

1.32 "Losses and Expenses" has the meaning stafsettion 7.1.

1.33 "New CSG Proprietary Software" means all dgwelents, improvements, modifications, additionpagsions, new versions, new
releases, rewrites, enhancements, upgrades oratarges of any kind to Existing CSG Proprietarftv#are, or any new Software owned or
developed by CSG following the date of executiothig Services Agreement and provided to FDT far insconnection with the provision of
the FDT Services that is not identified in Schedul of this Services Agreement.

1.34 "New FDT Proprietary Software" means all depatents, improvements, modifications, additionpagsions, new versions, new
releases, rewrites, enhancements, upgrades orataeges of any kind to Existing FDT Proprietarjt®are, or any new Software owned or
developed by FDT following the date of executionto$ Services Agreement and used in connection thi provision of FDT Services
under this Services Agreement that is not idemtifreSchedulé.3 of this Services Agreement.

1.35 "Operations Procedures" has the meaning stateection 2.9.
1.36 "Original Agreement" has the meaning speciiiiethe second recital to this Services Agreement.

1.37 "Original CSG Proprietary Software" means fi@tion of the Existing CSG Proprietary Softwdnattexisted as of the effective date of
the Original Agreement.

1.38 "Original Term" means the period of time comgirg on the Effective Date and ending on the fiftmiversary of the Effective Date.
1.39 "Other Party" has the meaning stated in Sedtib5.
1.40 "Party" means a party to this Services Agregrard its permitted successors and permitted rassig

1.41 "Performance Criteria" has the meaning stat&kction 2.13.

1.42 "Plan" has the meaning stated in Schedule 2.11

1.43 "Platform" means the hardware owned or opérayeFDT and the network provided by FDT for dai@tommunications and data
processing and retrieval established between theB&a Center, CSG, and CSG's Clients' Locatidrseing understood that such Platform
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is provided by FDT on a non-exclusive basis. Thaf&tm is further described in Schedule 1.43.

1.44 "Services Agreement" means this Amended asthiel Services Agreement between CSG and FDThasyibe amended from time to
time.

1.45 "Software" means (i) computer programs, iniclg@pplication programs, operating programs,dilegrams and utility programs, and
tangible media upon which such programs and doctatien are recorded, including hard copy, tapesdisks.

1.46 "Stock Purchase Agreement" means that agréeaeered into as of October 26, 1994 between C8W@ikys, Inc. and First Data
Resources Inc.

1.47 "Systems Software" means the Software licebgdeDT to be used to provide FDT Services, bull st include the FDT Proprietary
Software or the Applications Software. The curgttof Systems Software is set forth in

Schedule 1.47. Such schedule may be amended fnoertai time.

1.48 "Team 35 Software" has the meaning statedledule 5.6.
1.49 "Term" means the Original Term and any muyuadjreed extension thereto.

1.50 "Termination Assistance" has the meaning dtiat&ection 11.5.

1.51 "Termination for Convenience Fee" shall me@ayment equaling twenty percent (20%) of the stith@FDT Service Charges owed
and/or paid by CSG to FDT for the twelve (12) mopéhmiod prior to the date that CSG notified FDTG8G's intent to terminate this Services
Agreement for its convenience pursuant to Sectiod.1

1.52 "Termination Licensed Materials" has the megstated in Schedule 11.8

1.53 "Third Party Provider" has the meaning state8lection 2.12.

SECTION 2 PROVISION OF THE FDT SERVICES

2.1 FDT Services. FDT shall make available to agrdgsm for CSG and CSG shall use the FDT Servicemd the Term. Notwithstanding
the foregoing, if CSG delivers notification to FIpTlirsuant to Sections 11.1, 11.2 or 11.4, that G€riminating this Services Agreement,
then after such naotification CSG may arrange fo6GQ a third party to provide the FDT Services@8G after the termination date and C
may take all actions in preparation therefor as tmayeasonably necessary to enable CSG or suchpiuity to provide such FDT
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"Confidential Treatment Requested and the Redddtgdrial has been separately filed with the Comiois$

Services immediately after the termination dateyjated however, the foregoing shall not be constiioeprevent CSG from initiating
preliminary discussions with any such third pantppto giving written notice to FDT.

2.2 Platform; FDT Data Center Raised Floor.

2.2.1 Platform. FDT will provide the Platform arth#l have all rights in connection therewith indhuglthe right to change the configuration
of the Platform during the Term of this Services@gment. FDT shall provide CSG with at least th{&9) days advance written notice of
change in the Platform. Such changes shall notmaliyeadversely affect the operations of CSG 0iG0Slients. Except for those components
(if any) identified on Schedule 1.43 as being owhgdSG, the Platform shall remain solely the propef FDT, its lessors or providers, if
any, and CSG shall have no ownership interestshar eights therein. CSG may request changes t®litéorm, and all such requests shal
deemed a request for Additional Services and bgeutn Section 2.15. Commencing January 1, 1988ater than January 31 during each
year of the Term, FDT shall add to the Platfornurf@}) additional tape drives (having a transfée (as specified by the manufacturer) of
megabytes per second), all of which shall not bAdditional Service. FDT shall provide upgraded DA&lating to the Platform in
accordance with the DASD upgrade practices usdelbly from time to time.

2.2.2 FDT Data Center Raised Floor. CSG shall tlaeeight, subject to security, space, environmnleard other limitations, to collocate
computer, telecommunications and other equipmethteaf DT Data Center and to interconnect such eaeny to the FDT Platform; provide
that CSG will at no time during the Term of this\Bees Agreement (except as set forth in Secti@B2. require more than 900 non-
contiguous square feet of raised floor space iFib& Data Center for those purposes. FDT shalligeofor utilities, HVAC, back-up power
generators, and security with respect to such catedl equipment. CSG and third party support paeemetained by CSG or the CSG Client
shall have reasonable access to the FDT Data Cam&24 hour per day, 7 day a week basis to maiatal service such collocated
equipment.

2.2.3 Additional FDT Data Center Raised Floor. Aftaly 1, 1997, and upon sixty (60) days prior teritnotice to FDT, CSG shall also have
the right, subject to security, space, environmerd other limitations, to collocate additionahgauter, telecommunications and other
equipment at the FDT Data Center and to intercansiezh equipment to the FDT Platform; provided B&G will at no time during the Te
of this Services Agreement require more than aitiaddl 900 non-contiguous square feet of raisediflspace (for a total of 1800 square
feet) in the FDT Data Center for those purposdsgiitg understood that such additional non-contigugpace will be provided by FDT to
CSG for ($**) (annually) per square foot. FDT shalbvide for
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utilities, HVAC, back-up power generators, and sigwvith respect to such collocated equipment. G8@ third party support personnel
retained by CSG or the CSG Client shall have reslsleraccess to the FDT Data Center on a 24 houwtgyer7 day a week basis to maintain
and service such collocated equipment.

2.3 CSG-Vendor Software. CSG will secure for FDITC&G's expense, the rights to access, operabe fi@m any location where FDT will
provide the FDT Services), and modify the Vertext®are included within CSG-Vendor Software to thxéeat required for FDT's pro vision
of the FDT Services under this Services AgreenBmthe extent necessary, CSG will secure for FDTSG's expense, a license for the
other Software included within the CSG-Vendor Seftev Such license shall provide for the rightSaeh in the first sentence of this Section
2.3, including upgrades to such Software and maartee therefor.

2.4 Maintenance of Current Vendor Supported SoftviReleases. Within one

(1) year following the Effective Date, CSG shalusa all CSG-Vendor Software to be the most cumedrtise (or one generation behind the
most current release), unless the most currerdaselér one generation behind the most currerdse)eof any CSG-Vendor Software is
incompatible with the Team 35 Software. Thereaff8G shall cause all CSG-Vendor Software to bertbst current release (or one
generation behind the most current release) within

(1) year of the commercial release of the nextigarsf any CSG-Vendor Software, unless the mogteciirelease (or one generation behind
the most current release) of any CS€ndor Software is incompatible with the Team 358are. Within one (1) year following the Effecti
Date, FDT shall cause all Systems Software to beartbst current release (or one generation behachtbst current release) unless the most
current release (or one generation behind the owrstnt release) of any Systems Software is incoitipawith the Team 35 Software.
Thereafter, FDT shall cause all Systems Softwateetthe most current release (or one generatioimdbéfie most current release) within one
(1) year following the commercial release of th&tnersion of any Systems Software, unless the masent release (or one generation
behind the most current release) of any Systentsv8r is incompatible with the Team 35 SoftwareGCall, at its sole cost and expense,
upon the reasonable request of FDT, cooperateRth in testing the implementation of all CSG-Ven&mftware and Systems Software.
The Parties agree to use commercially reasonatuigsefo coordinate the timing and installatiomefv releases of CS@endor Software ar
Systems Software so as to not unreasonably disruptterially adversely affect the provision of FS&rvices.

2.5 Use of Other Software.
2.5.1 FDT Affiliate Software. The Parties shall @stigate from time to time the possibility of usiBgftware developed by FDT Affiliates
(such as that Software commonly known as "Tape #sbéethod"), to augment the CSG-Vendor Softwarsuth investigation results in the

Parties determining that the use of such Softwadesirable, the Parties shall negotiate the tarmdsconditions (including costs) associated
with such
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use.

2.5.2 Third Party Software. If CSG requires FDTRbguire additional Software for use by FDT in thevision of FDT Services, FDT shall
use commercially reasonable efforts to identifyeothDT clients with whom CSG can share the coste@ated with such Software, it being
understood that if no other FDT clients use sudivw&oe, the costs associated with such Softwark lsbahe sole responsibility of CSG.

2.6 Information and Reports. In accordance withReegformance Criteria, FDT will provide to CSG théput information or such other
reports as the Parties may mutually agree, proyidedever, that FDT's obligations for output oraep are specifically conditioned upon
receipt of timely input received from CSG and CSGients.

2.7 Backup. Pursuant to written instructions fro®GZ FDT will backup and maintain copies of the CSG Data, the Apptina Software an
Team 35 Software on magnetic or other media inralecwe with FDT's standard procedures. In conneetith such backup, FDT, in
accordance with the fees set forth in Schedule, W#lFarrange for off-site storage for CSG Dataveell as periodic pick-up and delivery to
the off-site storage site. CSG will be solely resgible for CSG Data that CSG recalls from the @#-storage site to the FDT Data Center
before it is scheduled to be returned from thesg#-storage site.

2.8 Security. FDT will implement and maintain reaable security procedures relating to CSG's adoetbe FDT Proprietary Software, the
Development Software, and access to the correspgmidita of CSG Clients, including administering phecedures relating to the assignr
and administration of all log-on identification nbers, and CSG shall be responsible for taking gpjate security measures relating to log-
on identification numbers, passwords and access. 3 provided CSG with a description of securitycedures currently used by FDT, and
FDT will provide reasonable prior written noticeafy material changes in such procedures. Fromttirtieme, CSG will notify FDT which
employees of CSG are to be granted access to thePF@prietary Software, Development Software ané@#ta and the authorized level of
such access, all in accordance with FDT's stanglarcedures.

2.9 Operations Procedures. CSG and FDT shall eszlsammercially reasonable efforts to comply wlida ©perations Procedures set forth
on Schedule 2.9 (the "Operations Procedures")derdior FDT to provide the FDT Services; providedyever, that if CSG is unable to give
any notice specified on Schedule 2.9 within thesregl time frame, FDT will use commercially reasoleaefforts to accommodate the time
frame requested by CSG (provided FDT shall be undesbligation to incur additional costs to accondisiie such time frame or be
responsible for the adverse impact on the Perfoce&@riteria). The Operations Procedures may frome tio time be changed by FDT so I
as the changes do not materially (a) increaseutiesdof CSG or its obligations hereunder, or (bjexsely affect the business operations of
CSG or CSG Clients. To the extent practicable, El@iiees to give CSG reasonable advance written
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notice of such changes, except for changes whelngslemented in short time frames for which nohsnetice can be given, such as changes
necessary to correct situations in the FDT Data&erquiring immediate attention. FDT further aggéo use commercially reasonable
efforts to minimize changes that will materiallyvadsely affect CSG or CSG Clients, all of whichuiegs CSG's prior written consent, which
consent shall not be unreasonably withheld or @elay HE OPERATING PROCEDURES ARE DEMARCATIONS OF
RESPONSIBILITIES AND PROCEDURES THAT CSG AND FDT WI EACH USE COMMERCIALLY REASONABLE EFFORTS TO
ACHIEVE AND PERFORM, IT BEING UNDERSTOOD THAT NOTWHSTANDING ANYTHING TO THE CONTRARY SET FORTH

IN THIS SERVICES AGREEMENT:

(a) THE OPERATING PROCEDURES MAY NOT BE ACHIEVED ORERFORMED; AND (b) THE FAILURE BY FDT OR CSG TO
ACHIEVE OR PERFORM ANY OPERATIONS PROCEDURE SHALLCN BE DEEMED TO BE A BREACH OF THIS SERVICES
AGREEMENT.

2.10 CSG Batch Job Targets. The CSG Batch Job Bafged improvements resulting from the use ofTtingberline Hardware) set forth in
Schedule 2.10 are targets and improvements that@®8&DT will each use commercially reasonableresftm achieve, IT BEING
UNDERSTOOD THAT NOTWITHSTANDING ANYTHING TO THE CONRARY SET FORTH IN THIS SERVICES AGREEMENT: (a)
THE CSG BATCH JOB TARGETS (AND IMPROVEMENTS (IF ANYRESULTING FROM THE USE OF THE TIMBERLINE
HARDWARE) MAY NOT BE ACHIEVED; AND (b) THE FAILUREBY FDT OR CSG TO ACHIEVE THE CSG BATCH JOB TARGETS
(OR IMPROVEMENTS (IF ANY) RESULTING FROM THE USE OFHE TIMBERLINE HARDWARE) SHALL NOT BE DEEMED TO
BE A BREACH OF THIS SERVICES AGREEMENT.

2.11 Disaster Recovery. In the event of a Decl@risdster affecting the CSG Data, FDT will use conuiadly reasonable efforts to recover
the critical components of the Systems Softwarel PBoprietary Software (excluding the Team 35 Safty, and the FDT managed
networks in accordance with the Plan. As compeaoisdtr any services provided by FDT in maintainargl implementing the Plan, CSG
agrees to pay FDT the associated fees and changssdh FDT Services set forth in Schedule 1.27%sfeedule 2.11, as applicable. It is
CSG's sole responsibility to recover the Applicasi®@oftware and the Team 35 Software, and to didtin regard to the CSG Data in
accordance with Section 2.7.

2.12 Systems Software: Data Telecommunications. Fay procure from one or more qualified subcontnacor third party vendors (the
"Third Party Providers") the data tele communiaagiservices and Systems Software used to provideSdvices, except to the extent that
CSG has previously contracted for such servicectlyr. FDT also will be responsible for obtainimgrhh any such Third Party Providers the
appropriate maintenance for data telecommunicatioishardware equipment. CSG agrees to pay FDagplkcable FDT Service Charge.
Annually during the Term, the Parties will revielwetquality of service and
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pricing offered by the Third Party Providers. Follog the annual review, FDT will take such actibattthe Parties mutually determine
appropriate, which may include renegotiation witinrent Third Party Providers or termination of ¢ixig service or license agreements and
negotiation with new Third Party Providers. FDT Iskaep CSG apprised of negotiations with ThirdtiP&roviders. The Parties acknowle
that each of the Parties share certain connectivasietwork commonly known as the Advantis netwdlttwithstanding anything to the
contrary set forth in this Services Agreement, eRatty shall pay their respective usage fees homaesgnated for their respective use of
Advantis network.

2.13 Performance Criteria.

2.13.1 Performance Criteria. FDT shall use comnadlycieasonable efforts to provide and to perfonm EDT Services in all material respe
in accordance with each of the performance critggidorth in Schedule 2.13 (the "Performance Gaitg Without limiting the foregoing, ar
request by CSG for a new or additional Performariteria shall be deemed a request for Additiorales in accordance with Section
2.15.

2.13.2 Exclusions. There shall be excluded fromnieasurement of compliance with any Performance@iany failure to meet such
Performance Criteria if, during, and to the extiat such failure is related to (i) any matter ¢asng force majeure, as provided in Section
12.4; (ii) any material failure by CSG to perforta obligations under this Services Agreement (idiclg those set forth in the Operations
Procedures), or where CSG's approval, acceptaansent or similar action is required under this/es Agreement, any unreasonable d

or any withholding of action; (iii) the performanoenonperformance of any Applications Softwar¢her Team 35 Software; (iv) the
performance or nonperformance of any CSG venddiadwhoc reporting jobs, special production jobstihg procedures or other services
are given priority at the request of CSG; (vi) aignificant change in the manner in which CSG catslits business or operations adversely
affecting FDT's ability to meet any Performancet€ia; and (vii) any failure of CSG or CSG Clietasgprovide CSG Data in the time deemed
reasonably necessary by FDT to meet an outputatglschedule.

2.14 Audit Rights.
2.14.1 CSG Audits. Upon the request and reasorablance written notice of CSG, FDT will provideG&8G, its auditors and regulators, if

any, and to CSG Clients in accordance with theieagents with CSG (as directed by CSG and sulgjebetneed for confidentiality
obligations from them as set forth below) accesinduegular business hours to the appropriate gemant per-
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sonnel of FDT, and to CSG Data and records of Ci&&ttly relating to the FDT Services. Such accésdl e limited to performing audits
FDT and its business, to verify the accuracy offées and charges for the FDT Services, and Fdhgptance with the Performance
Criteria. Such requests for access shall not beemaate frequently than once a year, with the exopmif requests to provide access to C¢
regulators. FDT will provide to such auditors ardulators any assistance of a routine nature liegtreasonably require. To the extent that
FDT's assistance in such audits exceeds more tkigr(80) man hours of FDT time in any calendarry€zSG shall reimburse FDT for such
assistance in excess of sixty (60) hours at FINEs turrent commercial rates. CSG and the thirty gauditors and regulators must comply
with all reasonable security and confidentialitpgedures (including the execution of nondisclosuneements), established by FDT at any
facility to which access is granted, and auditd|sta unreasonably interfere with FDT's normalibess operations. CSG shall use
commercially reasonable efforts to cause non-C$@ garty auditors and regulators to provide FDRdvance with a draft copy of each
written report or other output containing commesaacerning FDT or the FDT Services and an oppdstunireply to comments that will be
made in the final report.

2.14.2 FDT Audits. From time to time during the e=DT will allow a third party, selected by FD®, perform an audit of the electronic
data processing environment maintained by FDT ¢wige the FDT Services contemplated under thisiSesvAgreement. Upon request,
FDT shall provide CSG with a copy of the resultshaf audit. CSG may provide a copy of the auditstalients who have specifically agreed
to hold the audit confidential in conformance watth agreement in the form of or conforming to Sche@ul4.

2.15 Additional Services. If CSG requests FDT tovisle any services that are different from, orddiéion to, the FDT Services ("Additional
Services"), the Parties will cooperate with eadfeoin good faith in discussing the scope and eatfithe request, the Additional Services so
requested, the related performance criteria, thpaan(if any) on existing Performance Criteria, tinge period in which FDT would provide
such Additional Services and the basis upon whiBfi would be compensated and reimbursed therefbeiitg understood that such
compensation and reimbursement for Additional Seishall be consistent with the pricing methodplaged for the FDT Service Charges,
but only include costs associated with the FDT [Zzeater (as opposed to indirect costs of FDT),raag include the payment of additional
fees associated with equipment obtained by FDThemprovision of Additional Services if CSG termtiesthis Agreement for its conveniel
pursuant to Section 11.4. If the Parties agree tipeiscope and nature of the Additional ServicesRIDIT's compensation therefor, including,
the payment of additional fees (if any) set forthifie previous sentence, the Parties shall amén&énvices Agreement accordingly and such
Additional Services shall
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become a part of the FDT Services.

2.16 CSG Obligations and Responsibilities.

2.16.1 CSG Obligations. CSG shall have and pertberobligations including, those identified in Sdhke 2.16.1.

2.16.2 Data Responsibility. CSG shall have respilitgifor the supervision, management and contifdats use of the CSG Data, reports and
the like, including implementing sufficient proceds to satisfy its internal security and accuraxuirements for information FDT furnishes.

2.17 Relocation.

2.17.1 Movement of FDT Data Center. If FDT relosatee FDT Data Center, FDT shall reimburse CSGdpany conversion cost incurred,
directly or indirectly, by CSG as a result of suelocation and (b) any increase in the ongoing Bges of CSG as a result of such relocation
during the Original Term.

2.17.2 Movement of CSG. If CSG relocates its ppatplace of business from Omaha, Nebraska, CSibreiraburse FDT for (a) any
conversion costs incurred, directly or indirectly, FDT as a result of such relocation and (b) aeydase in the ongoing expenses of FDT
result of such relocation during the Original Term.

2.18 Access to FDT Data Center. During the TermT Rlill permit CSG and CSG Clients, on reasonabligten notice and subject to FDT's
standard security procedures, to have access telifieData Center during normal business hourshfemiurpose of giving tours of such FDT
Data Center to CSG Clients and prospective clieh@SG. Such tours shall be conducted by an employeepresentative of FDT and the
extent of such tours shall be determined by FDitsisole discretion, provided that such tours ptexduch CSG Clients and prospective
clients of CSG with a reasonable understanding@BRDT Data Center standard practices and procedbneployees and representatives of
FDT conducting such tours shall do so in a protessimanner.

2.19 Cooperation and Good Faith. Each Party sbalperate with the other to establish prioritiestf@ FDT Services and any Additional
Services to be provided to CSG. Each Party wib alsoperate with the other by, among other thingeking available and not withholding or
delaying, as reasonably requested by the otheh, maniagement decisions and approvals as may besaggeo fulfill each Party's respective
obligations to the other under this Services Agrexenn a timely and efficient manner. All negotiats including, negotiations for Additional
Services, between the Parties shall be conductgddd faith in accordance with reasonable commigocisiness practices. FDT will provide
reasonable assistance to CSG in
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CSG's efforts to develop new business, data coioveand deconversion activities. Each Party stedighate a person to represent the Party
and coordinate its activities in connection wittstServices Agreement.

2.20 Rights of Contemporaneous Negotiation. Contaampeously with soliciting (or responding to aneofby) a third party to perform any
other data processing or data telecommunicatiovices similar to any of the FDT Services or a aepiment for any of the FDT Services,
CSG shall offer FDT the opportunity to provide ssehnvices on mutually acceptable terms. The Pagteh agree that they will act in good
faith and without undue delay as they participatdiscussions on the terms pursuant to which FOITpnavide such services to CSG;
provided however, nothing in this Services Agreensiall obligate either Party necessarily to remttagreement with the other with respect
to such services. It is expressly agreed that (tlestanding this Services Agreement, or any paftitore discussions or other
communications between them) neither Party willdhary liability or obligation whatsoever to the @thvith respect to the provision of such
services unless and until negotiations between trentcompleted and they have in fact entered imtopcehensive, mutually-binding written
agreement which covers all matters agreed to anchwit signed by each Party's authorized offickris.agreed that either Party may
terminate such discussions on written notice toother Party, without incurring any liability théoe.

SECTION 3 PAYMENTS FOR FDT SERVICES

3.1 Fees and Charges. The FDT Service Chargegtgi@th in Schedule
1.27. FDT's obligations and CSG's rights under $l@isvices Agreement are

conditional upon CSG's payment of the fees andgesain accordance with the terms and conditiontkisfServices Agreement.

3.2 Taxes. CSG shall be responsible for any sages,excise, value- added and other taxes andsquaigble by FDT or CSG on the FDT
Services as a whole or on a particular good oricgereceived by CSG from FDT in connection with Bi&T Services where the tax is
imposed on CSG's acquisition or use of such FDVi&s or such other goods or services from FDT,ratdy FDT's cost in acquiring the
FDT Services or such other goods or services. Riaill be solely responsible for payment of the taKeany, on FDT's income from the FDT
Services, and FDT corporate occupation taxes,if &he Parties will use commercially reasonablergffto cooperate with each other to
enable each other to determine accurately eacl'®tax liability and to minimize such liability the extent legally permissible. Each Party
shall provide and make available to the other &sgle certificates, information regarding out-¢&te or out-of-country sales or use of
equipment, materials or services, and other exemptrtificates or information reasonably requestedither Party.

3.3 Invoice and Time of Payment. FDT will invoic&G on or before the fifth (5th)
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business day of each month for any amount owedfb [fursuant to this Services Agreement for the imiately preceding month. Each st
invoice will be due and payable within thirty (3fgys after receipt of the invoice. Notwithstandihg foregoing, if CSG should dispute the
accuracy of all or any portion of an amount indicabn any invoice, CSG shall timely pay the undisgyportion of such invoice and notify
FDT's accounts receivable department in writinghefnature of the disputed amount at the time pfr@ant. The Parties shall attempt in good
faith to mutually resolve such dispute; providedvhwer, if the dispute is not resolved within fofiye (45) days from FDT's receipt of such
written notice, either Party shall have the righhave such dispute resolved pursuant to the tefr@ection 6.4.

3.4 Interest. If FDT does not receive, or is undblebtain, payment of any amount due or payablD® under this Services Agreement at
the time provided for payment under this Servicgse&ment, such unpaid amount shall bear interestate equal to one percent (1%) over
the prime rate as published in the Wall Streetdalufrom the date on which payment was due umgildate on which FDT receives such
payment.

SECTION 4 RELATIONSHIP BETWEEN THE PARTIES

Nothing contained in this Services Agreement shaltleemed to constitute a partnership or jointurerbetween the Parties. Neither Pi
shall hold itself out as having any authority téegnnto any contract or create any obligationiability on behalf of, in the name of, or
binding upon the other Party, nor shall anythingtamed in this Services Agreement be deemed e imply a fiduciary relationship
between the Parties.

SECTION 5 INTELLECTUAL PROPERTY

5.1 CSG Data. Any data regarding the operatior@3f® or any data regarding CSG's Clients provide@®¢ to FDT pursuant to this
Services Agreement shall remain the property of @®8GSG Clients (collectively, "CSG Data"). CSGlaurtzes FDT to access and make

of the CSG Data for FDT's performance of its oliliyas under this Services Agreement. Upon the teation or expiration of this Services
Agreement for any reason, FDT shall promptly re@@8G Data in the form such data is maintained by FDconnection with the
performance of the FDT Services or, if CSG so slétivriting, destroy it. FDT shall not use the CB&ta for any purpose except as
contemplated by this Services Agreement, nor strglipart of such data be disclosed or sold by Fbthitd parties or commercially

exploited by FDT other than CSG Data that may Beldsed in connection with the provision of FDT\&&zs. Notwithstanding the

foregoing, FDT shall have the right without CSG@ipval, to compile and distribute aggregate aatissical analyses and reports using CSG
Data, information, and other sources, provided sliah analyses and reports do not identify CSG, Ch&hts or CSG's industry, and

provided further that such analyses and reportaatreold
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to third parties.

5.2 CSG Proprietary Software. CSG hereby grants &Ddn-exclusive, royalty-free license for the Tarithis Services Agreement to
execute the CSG Proprietary Software in connedtitim the performance of the FDT Services and teascmodify and review the CSG
Proprietary Software for problem resolution and@@nance recommendations. Except as may be negdssdhe accomplishment of the
activities authorized in the immediately precedsegtence, FDT shall not modify, reverse enginesrorhpile, disassemble, create derivative
works or otherwise discover any process or tecteigherent in the CSG Proprietary Software or amyign thereof. As between the Parties,
the CSG Proprietary Software will remain CSG's prop FDT will have no ownership interests or othights in the CSG Proprietary
Software. CSG represents and warrants to FDT lies€SG Proprietary Software excluding the Origld8IG Proprietary Software will not
violate or infringe, any issued United States pldsof the effective date of the Original Agreetmamany copyright, trade secret or other
intellectual property rights as of the effectivaadaf the Original Agreement.

5.3 FDT Proprietary Software. FDT hereby grants @8tn-exclusive, royaltfree license for the Term of this Services Agreenemise th
FDT Proprietary Software (excluding the Team 35w8affe, it being understood that CSG shall be liedris use the Team 35 Soft ware only
as authorized pursuant to that certain licensecageat attached hereto as Schedule 5.6). The forgdjoense shall include access to the
source code and documentation in FDT Proprietafin@oe for the sole and limited purpose of enabli®G to modify Existing CSG
Proprietary Software and to develop New CSG PrtgmyeSoftware in response to CSG Client needs. fibag may be necessary for the
accomplishment of the activities authorized inphevious sentence, CSG shall not modify, reverggneer, decompile, disassemble, create
derivative works, or otherwise discover any proa@sechnique inherent in the FDT Proprietary Safevor any portion thereof. As between
the Parties, the FDT Proprietary Software will remfaDT's property. CSG will have no ownership iet&s or other rights in the FDT
Proprietary Software. FDT represents and warran®3G that the foregoing grant in the FDT Proprieoftware will not violate or

infringe, any issued United States patent as oéffextive date of the Original Agreement or anpyright, trade secret or other intellectual
property rights as of the effective date of thegiwal Agreement

5.4 Development Software. FDT has obtained or etithin for CSG for the Term the right to executd ase the Development Software at
CSG's principal place of business for the purpdskeweeloping, modifying, and enhancing the CSG Retary Software. CSG shall comply
with the terms of the licenses and use restrictionthe Development Software. CSG shall not madiéyerse engineer, reverse assemble or
decompile the Development Software, nor shall C8(njt any other person to do so.

5.5 Ownership of Information. All Software, OpenrafiProcedures, manuals, and other documentatiosianildr data processing materials
and derivative works based thereon
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("Data Processing Materials") developed or owned Barty are and, unless specifically transferoetie other, shall remain the property of
such Party and shall be Confidential Informationyperating Procedures, manuals, or other docuatientincluded within Confidential
Information that is required for CSG Clients tdimé the services of CSG may be provided to CS@ni, provided appropriate
confidentiality agreements are executed to pratech Confidential Information.

5.6 Team 35 Software. Contemporaneously with tleeation of this Services Agreement, the Partie sRacute the agreement attached
hereto as Schedule 5.6 relating to CSG's use df¢hen 35 Software.

5.7 Injunctions. In the event any injunction isuisd as to any portion of a product, service or@ofgware which is used to provide the FDT
Services, the unavailability of which would mat#yiadversely affect the business or operation€ 86, due to the infringement of a third
party's patent, copyright or trade secret, FDT ugk commercially reasonable effort to modify @iaee the product or service if the
infringement arises out of or relates to the Ptatfathe Systems Software or any portion theread, @8G will use commercially reasonable
efforts to modify or replace the Applications Scdine or Team 35 Software or any portion therediéfinfringement concerns the
Applications Software or Team 35 Software, in aiteeent in order to avoid the infringement, anBIfT or CSG, as applicable, is unable to
do so with commercially reasonable efforts or ahnercially reasonable prices, FDT shall no longerdsponsible for providing the affected
portion of the FDT Services.

SECTION 6 LIABILITY AND INDEMNIFICATION

6.1 FDT's Indemnification. FDT shall hold harmlessl indemnify CSG and its directors, officers, emgpkes, agents and Affiliates from and
against any and all claims, liabilities, lossesl@mages (including reasonable attorneys fees, exjtaess fees, expenses and costs of
settlement) resulting from or arising out of:

6.1.1 any infringement of any issued United Statent as of the effective date of the Originalé&gnent or any copyright, trade secret or
other intellectual property rights as of the efiiectdate of the Original Agreement (collectivelinftingement Claims") asserted by any third
party against CSG in connection with the use by @6&ny FDT Proprietary Software (excluding the Me2b Software) in accordance with
the terms and conditions of this Services Agreement

6.1.2 the death or bodily injury of any agent, esgpk, customer, client, business invitee or businestor of FDT except to the extent, if
any, that such death or bodily injury shall haverbeaused by the gross negligence or reckless
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or intentional conduct of CSG; provided, howevkattfor purposes of this Section 6.1.2, the agemtgloyees, customers, CSG Clients,
business invitees and business visitors of CSG sbglwhen on the premises of FDT, be deemed FBJsiness invitee or business visitor;

6.1.3 any payment obligations of FDT to a thirdtpaelating to the Systems Software, FDT ProprieGoftware or Platform; and
6.1.4 any misappropriation or misuse by FDT oeitgployees or agents of Confidential InformatiorC&G or a CSG Client.

6.2 CSG's Indemnification. CSG shall hold harmbesd indemnify FDT and its directors, officers, eoyaes, agents and Affiliates from and
against any and all claims, liabilities, lossesl@amages (including reasonable attorney fees, ewiteress fees, expenses and costs of
settlement) resulting from or arising out of:

6.2.1 any Infringement Claim asserted by any thady against FDT in connection with any CSG Preaily Software; provided any such
claim arises out of new material or functionalitidad to such software that is not present in thegitad CSG Proprietary Software;

6.2.2 the death or bodily injury of any agent, emypk, customer, client, business invitee or busingstor of CSG except to the extent, if
any, that such death or bodily injury shall haverbeaused by the gross negligence or recklesgemtional conduct of FDT; provided,
however, that for purposes of this Section 6.58&,agents, employees, customers, clients, busimasses and business visitors of FDT shall
not, when on the premises of CSG, be deemed C$&isdss invitee or business visitor;

6.2.3 any payment obligations of CSG to a thirdypeelating to the CSG Proprietary Software;

6.2.4 any Infringement Claim or other claim asskhg any third party against FDT in connection wit8G Data or records provided by CSG
or CSG Clients to FDT in connection with the FDT&ees;

6.2.5 any claims by third parties, including purgu@ any actions brought derivatively on behalC&G or actions by CSG Clients, suppliers
or creditors of CSG, unless such claims arise filoensole gross negligence or willful misconducEBfT; and

6.2.6 any misappropriation or misuse by CSG oeritployees or agents
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of Confidential Information of FDT.

6.3 Indemnification Procedures.

6.3.1 If any civil, criminal, administrative or iegtigative action or proceeding (any of the foragpa "Claim") is threatened or commenced
against any person or Party that a Party is oldiytd defend or indemnify under Section 6.1 or(6uZh person and such Party, collectively,
an "Indemnified Party"), then written notice thersball be given to the Party that is obligateghtovide indemnification under such Sections
(the "Indemnifying Party") as promptly as practieglprovided, however, that any delay by the Indiiesh Party in giving such written noti
shall not constitute a breach of this Services Agrent and shall not excuse the Indemnifying Paotyfigiation under this Section 6 except to
the extent, if any, that the Indemnifying Partpigjudiced by such delay. After such notice, thlemnifying Party shall be entitled, if it so
elects in writing with in ten (10) days after rquedf such notice, to take control of the defensea iavestigation of such claim and to employ
and engage attorneys of its choice reasonably tatgepto the Indemnified Party to handle and defbedsame, at the Indemnifying Party's
sole cost and expense. The Indemnified Party sbalperate in all reasonable respects with the Imifging Party and its attorneys in the
investigation, trial and defense of such claim ang appeal arising therefrom; provided howevett, tia Indemnified Party may, at its own
cost and expense, participate through its attorneygherwise, in such investigation, trial andesesfe of such claim and any appeal arising
therefrom. No settlement of a claim that involvesmedy other than the payment of money by thenmiying Party shall be entered into
the Indemnifying Party without the prior consenttud Indemnified Party, which consent will not beeasonably withheld or delayed.

6.3.2 After written notice by the Indemnifying Batbd the Indemnified Party of its election to assuful control of the defense of any such
claim pursuant to Section 6.3.1, the Indemnifyirgty? shall not be liable to the Indemnified Pady &ny legal expenses incurred thereafter
by such Indemnified Party in connection with théedse of that claim and any appeal arising thenefidthe Indemnifying Party does not
assume full control over the defense of a clainspant to Section 6.3.1, then the Indemnifying Par@y participate in such defense, at its
sole cost and expense, and the Indemnified Paaty Istve the right to defend the claim in such ngaras it may deem appropriate, at the
and expense of the Indemnifying Party.

6.3.3 The remedy of indemnification described is Bection 6 shall be the sole and exclusive renaédye Indemnified Party for the
Infringement

CONFIDENTIAL - DO NOT DISCLOSE

18



Claims and other claims described in Section 6dL2eaction 6.2, except as otherwise provided hdeeimjunctive relief and the recovery of
consequential damages relating to the breach dideamiality obligations or misappropriation of Cladential Information.

6.4 Dispute Resolution. Subject to Section 6.5,amy all Disputes shall be resolved as provideSicinedule 6.4 hereto.
6.5 Litigation.

6.5.1 Notwithstanding anything to the contraryfeeth herein, neither Party shall be required torsit any dispute or disagreement regarding
the interpretation of any provision of this Sergidggreement, the performance by either Party dfi Rarty’'s obligations under this Services
Agreement or a default hereunder to the mechansetforth in

Section 6.4, if such submission would be seekingtable relief from irreparable harm.

6.5.2 THE PARTIES CONSENT TO THE NON-EXCLUSIVE JWBDICTION OF THE UNITED STATES DISTRICT COURT FOR EH
STATE OF NEBRASKA AND OF ANY NEBRASKA STATE COURTISTING IN OMAHA, NEBRASKA FOR ALL LITIGATION
WHICH MAY BE BROUGHT WITH RESPECT TO THE TERMS ORND THE TRANSACTIONS AND RELATIONSHIPS
CONTEMPLATED BY, THIS SERVICES AGREEMENT. THE PARES FURTHER CONSENT TO THE JURISDICTION OF ANY
STATE COURT LOCATED WITHIN A DISTRICT WHICH ENCOMPASES ASSETS OF A PARTY AGAINST WHICH A JUDGMENT
HAS BEEN RENDERED, EITHER THROUGH ARBITRATION OR TRDUGH LITIGATION, FOR THE ENFORCEMENT OF SUCH
JUDGMENT AGAINST THE ASSETS OF SUCH PARTY.

SECTION 7 LIMITATION OF LIABILITY

7.1 Limitation on Amount of Damages. It is undecst@nd agreed that a Party's liability to the ofhenty or any other person for damages,
injuries, losses, costs or expenses of any kindelier caused, based on or arising from or in camrewith this Services Agreement, any
termination hereof, the subject matter hereof pxormance (or non-performance) of any of the FE&fvices or other service or obligation
hereunder, whether arising in contract or tortl(iding as a result of negligence or strict liagjlitand whether or not such Party shall have
been informed, or might have anticipated the pd#yilof any such damage, loss, cost or expenske(@ovely, "Losses and Expenses"), shall
be limited with respect to each consecutive tw¢h#) month period during the Term commencing whth Effective Date, to the direct
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damages actually incurred by such Party or pemooonsequential damages incurred by either Partyrasult of the misappropriation or
misuse of Confidential Information, and shall beaeerable if, and only to the extent such LossesEpenses exceed two hundred fifty
thousand dollars ($250,000); and provided furttieat the aggregate amount required to be paidRgrey to the Party or any other person for
all such Losses and Expenses shall not exceedgdilminfirst year following the Effective Date, tigien million dollars ($13,000,000), and for
every year thereafter, the lesser of fifteen millawllars ($15,000,000) or FDT's revenues under3irvices Agreement for the twelve (12)
month period immediately preceding the date ofethent giving rise to the claim. The foregoing liatibns shall not apply to amounts for
charges including the fees and charges in Schdd?ife otherwise due and payable under this Ser¥igesement.

7.2 Provision of FDT Services. CSG acknowledgesttimFDT Services provided by FDT are to assiSB@®sits business activities and are
not intended to replace its professional skill ardyment. CSG shall be solely responsible foritgipwn actions or omissions, and the actions
or omissions of its agents, employees and cliefttsn@spect to CSG Data used as input for the FBfi€es and (ii) any use of any FDT
Services and any use made by CSG, its agents, gegd@nd clients of CSG Data, reports or otherymsdoroduced through any of the FDT
Services.

7.3 Mitigation. Each Party shall use commerciadiggonable efforts to mitigate damages for whictother Party is responsible.

7.4 Limitation of Assertions. Neither Party mayessny cause of action against the other Partguiids Services Agreement that accrued
more than one (1) year prior to: (i) the filingasuit; or (ii) the commencement of arbitrationgaedings alleging such cause of action.

7.5 Express Allocation of Risks. The Parties exglyeacknowledge that the limitations containechis Section 7 and Sections 6, 8 and 9
represent the express agreement of the Partiegegfiect to the allocation of risks between thei€arincluding the level of risk to be
associated with the provision of the FDT Servicesedated to the FDT Service Charges, and eacl Rélst understands and irrevocably
accepts such limitations. The Parties acknowleldgeliut for the limitations contained in this Senti7 and Sections 6, 8 and 9, the Parties
would not have entered into this Servidegeement.

SECTION 8 STANDARD OF CARE AND EXCLUSION OF WARRANES

FDT will use reasonable commercial efforts to nieetPerformance Criteria, and FDT will use reastmahre in providing the FDT Services
pursuant to this Services Agreement. EXCEPT AS ORWESE EXPRESSLY PROVIDED IN THIS SERVICES AGREEMENT
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FDT MAKES NO REPRESENTATIONS OR WARRANTIES, EXPRES® IMPLIED, TO CSG OR TO ANY OTHER PERSON,
INCLUDING ANY WARRANTIES REGARDING THE MERCHANTABIUTY, SUITABILITY, ORIGINALITY, FITNESS FOR A
PARTICULAR PURPOSE OR OTHERWISE (IRRESPECTIVE OFARREVIOUS COURSE OF DEALINGS BETWEEN THE
PARTIES OR CUSTOM OR USAGE OF TRADE), OR RESULTS B& DERIVED FROM THE USE OF ANY SOFTWARE, FOR
SERVICES, HARDWARE OR OTHER SERVICES, PRODUCTS ORMERIALS PROVIDED UNDER THIS SERVICES
AGREEMENT.

SECTION 9 EXCLUSION OF DAMAGES

NOTWITHSTANDING ANY OTHER PROVISION TO THE CONTRARYSET FORTH IN THIS SERVICES AGREEMENT, IN N
EVENT SHALL EITHER PARTY, ANY OF THEIR AFFILIATES ® ANY OF THEIR DIRECTORS, OFFICERS, EMPLOYEES,
AGENTS OR SUBCONTRACTORS BE LIABLE UNDER ANY THEOR®F TORT, CONTRACT, STRICT LIABILITY OR OTHER
LEGAL OR EQUITABLE THEORY FOR ANY LOST PROFITS, LGSOF DATA, EXEMPLARY, PUNITIVE, SPECIAL, INCIDENTAL
INDIRECT OR CONSEQUENTIAL DAMAGES, EACH OF WHICH ISEREBY EXCLUDED BY AGREEMENT OF THE PARTIES
REGARDLESS OF WHETHER OR NOT EITHER PARTY OR ANY GER SUCH ENTITY HAS BEEN ADVISED OF THE
POSSIBILITY OF SUCH DAMAGES; PROVIDED THE FOREGOINEBXCLUSION SHALL NOT APPLY TO CONSEQUENTIAL
DAMAGES INCURRED BY EITHER PARTY AS A RESULT OF THEIISAPPROPRIATION OR MISUSE OF CONFIDENTIAL
INFORMATION.

SECTION 10 CONFIDENTIALITY

10.1 Confidential Information. Information exchaddeetween the Parties or otherwise made availabtsmb Party for the other in connect
with this Services Agreement before or after thie deereof shall be considered a trade secret didemtial or proprietary information
("Confidential Information”) if it has been desiged as such in this Services Agreement or on tleeriration itself when delivered or made
available, or if delivered orally, if a written rifitation of the confidential nature of the infortia is sent within a reasonable time after the
information is transmitted. Among other things, Gdential Information shall include confidential proprietary information of third parties
in the possession of one of the Parties to thigiSes Agreement and needed to perform obligati@nsunder. FDT Pro- prietary Software
and CSG Proprietary Software shall in any evertdiesidered Confidential Information of the Partiespectively. Confidential Information
not requiring a marking shall include FDT Propngt&oftware, CSG Proprietary Software, all speaifiens and documentation therefor,
financial information of either Party, all CSG Datacessed in the FDT Data
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Center, or other confidential business plans tfeziParty.

10.1.1 Except as expressly authorized by priortemitonsent of the dis- closing Party, the recgiarty shall:
(i) limit access to any Confidential Informatiorcedved by it to its employees, agents, represemistand consultants who have a need-to-
know in connection with this Services Agreement tiredobligations of the Parties hereunder;

(i) advise its employees, agents and consultaanil access to the Confidential Information of phheprietary nature thereof and of the
obligations set forth in this Services Agreement;

(iii) safeguard all Confidential Information recety by it using a reasonable degree of care, buesstthan that degree of care used by the
receiving Party in safeguarding its own similaoimhation or material,

(iv) not disclose any Confidential Information raes by it to third parties; and

(v) use the Confidential Information of the otharty only for the purposes and in connection wligh performance of such Party's obligati
under this Services Agreement; and

(vi) upon the disclosing Party's request after tjmn or termi- nation of this Services Agreemeaturn promptly to the disclosing Party all
Confidential Information of the disclosing Partytive receiving Party's possession, and certifyriting to the disclosing Party its compliar
with this subsection (vi).

10.1.2 Exceptions to Confidentiality. Notwithstamglithe foregoing Section 10.1, the Parties' olibgatrespecting confidentiality under
Section 10.1.1 shall not apply to any particuldoimation of a Party that the other Party can destrate (i) was, at the time of disclosure to
it, in the public domain; (ii) after disclosureitpis published or otherwise becomes part of thielip domain through no fault of the receiving
Party; (iii) was in the possession of the receivitagty at the time of disclosure to it without lieBubject to another confidentiality agreem
(iv) was received after disclosure to it from adhparty who had a lawful right to disclose sucdlimation to it; (v) was inde- pendently
developed by the receiving Party without referetac€onfidential Information of the furnishing Par{yi) was required to be disclosed to any
regulatory body having jurisdiction over FDT or C86Gany of their respective clients; or (vii) tlthsclosure is necessary by reason of legal,
accounting or regulatory requirements beyond the
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reasonable control of the receiving Party. In thgecof any disclosure pursuant to clauses (viXaijdabove, to the extent practical, the
disclosing Party shall give prior written noticetk® other Party of the required disclosure andl ska commercially reasonable efforts to
obtain a protective order covering such discloslirguch a protective order is obtained, such imfation shall continue to be deemed to be
Confidential Information.

10.2 No License or Other Rights. Except as spatdifigranted herein or in the Stock Purchase Agergnthis Services Agreement does not
confer any right, license, interest or title inolounder the Confidential Information to the redmj Party and no license is hereby granted to
the receiving Party, by estoppel or otherwise urahgrpatent, trademark, copyright, trade secretlogr proprietary right of the disclosing
Party. Title to the Confidential Information shedimain solely in the disclosing Party.

10.3 Publicity and Use of Certain Information. Meit Party will, without the other Party's prior tk&h consent, use the name, service marks
or trademarks of the other Party or any of its lidfes; provided, however, that FDT may use CS@ eference and may indicate to others
that CSG purchases the FDT Services under thiscg@srigreement. Either Party may disclose to oleesons and Entities the existence and
general nature of the Services Agreement but rotaims and conditions hereof.

10.4 Equitable Remedies. Each Party acknowledgesftih breaches (or attempts to breach) its @tl@ns under this Section 10, the other
Party will suffer immediate and irreparable harnipging acknowledged that legal remedies are inzateqAccordingly, if a court of
competent jurisdiction should find that a Party hesached (or attempted to breach) any such oldiggtsuch Party will not oppose the entry
of an appropriate order compelling performanceusshsParty and restraining it from any further bressc(or attempted breaches).

10.5 Privileged Data. CSG accepts full respongybibr complying with federal, state and local lawdes and regulations concerning use of
privileged or confidential third party informatiaterived from input into or output from the FDT Sess provided by FDT under this Servi
Agreement.

SECTION 11 TERMINATION

11.1 Termination for Cause. Except as provideddatin 11.2, if either Party breaches any of itéemal obligations under this Services
Agreement, which breach is not substantially cwvétin forty-five (45) days (ten (10) days for pagnt defaults) after written notice

specifying the breach is given by the non-breacRagy to the breaching Party, then the other Ragy, by giving notice to the defaulting
Party terminate this Services Agreement (or anyisemprovided by or received by the non-defaulfitagty hereunder) for cause as of a
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future date specified in the notice of terminatiprgvided however, such termination notice shatl (ipif delivered by CSG to FDT, specify
a future termination date more than twelve (12) therfirom the date of the notice; (ii) if deliveregd FDT to CSG, specify a future
termination date less than nine (9) months frondidie of the notice; and (iii) in any case, otheenéxtend the Term of this Services
Agreement beyond the date for termination specifiehy previous termination notice delivered hiphei Party pursuant to the terms of this
Services Agreement. Notwithstanding anything heteithe contrary, in no event shall the operatibthis Section 11.1 extend the Term of
this Services Agreement.

11.2 Termination for Failure to Meet PerformancéeCia. FDT's performance during any month shalebaluated against the Performance
Criteria set forth in Schedule 2.13. If FDT faitsgerform a specified Performance Criteria in adaoce with Section 2.13 and Schedule 2.13
during any two (2) consecutive months, CSG mayfn&iDT in writing of its desire to have FDT corrextich failure (hereinafter referred to
as "Failed Criteria"). During the next thirty (3@ys after receipt of such notice or such shoreiod if FDT shall request less than thirty (
days (hereinafter referred to as "First Cure P&JjdeDT shall correct such Failed Criteria and inatiagely notify CSG of its correction. If

FDT fails to correct such Failed Criteria withiretRirst Cure Period, CSG shall have a right to ieate this Services Agreement;

provided, that this termination option is exercigéthin thirty (30) days after the end of the Fi@&ire Period. Such termination shall become
effective on a date specified by CSG, which da#dl &e not later than twelve (12) months after GSd&livery to FDT of a written notice of
its intention to so terminate. If FDT cures thel€&@iCriteria within the First Cure Period, but thafter within the next sixty (60) days again
fails to satisfy such Failed Criteria, CSG, atelksction, may terminate this Services Agreememyigied, that this termination option is
exercised within thirty (30) days after CSG recsinetice of FDT's repeated failure to perform @sfaerth above), and provided that such
termination shall become effective on a date smatlly CSG, which date shall be not later thanwe¢l2) months after CSG's delivery to
FDT of a written notice of its intention to so tanate this Services Agreement. Notwithstanding laimgt herein to the contrary, in no event
shall the operation of this Section 11.2 extendTtaen of this Services Agreement.

11.3 Termination Due to Change of Control or Asgignt. CSG shall notify FDT within ten (10) businésys of any public announcement
relating to:

(a) the sale in one transaction or a series ofag@l@ansactions of a majority of the voting eqeiggurities of CSG other than pursuant to an
underwritten public offering; or (b) any other neatspecified in Section

12.3. FDT may, within thirty (30) days of receiftamy such notice, notify CSG of its intent to témate this Services Agreement, effective
earlier than twelve (12) months from the date oB8&otice to FDT. FDT shall provide CSG or itsigaee with Termination Assistance as
requested by CSG commencing upon CSG's receiddfsthotice pursuant to the limitations and procedset forth in Section 11.5.

11.4 Termination for Convenience. CSG may termitisieeServiceg\greement in its
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entirety effective anytime between the thirty-s36) and sixty (60) month anniversary of the EffeetDate, provided that: (a) CSG provides
FDT with six (6) months advance written notice ld effective date of any such termination; (b) G&@s to FDT fifty percent (50%) of the
Termination for Convenience Fee within thirty (3@ys of FDT's receipt of the written notice spdaiythe termination of this Services
Agreement pursuant to this

Section 11.4; and (¢) CSG pays to FDT upon thectife date of termination, in addition to all fesase FDT pursuant to this Services
Agreement, the remaining fifty percent (50%) of Tregrmination for Convenience Fee. CSG may not teatei this Services Agreement for its
convenience at any other time. Not withstandingfasing herein to the contrary, in no event shalldperation of this Section 11.4 extend the
Term of this Services Agreement.

11.5 Termination Assistance. Commencing upon thimgiof notice of any termination of this Servigsgreement by either Party pursuant to
Section 11, and ending upon the earlier of: (a)ffiective date of any such termination identifieciny such notice, or (b) the expiration of
the Term, FDT will provide to CSG reasonable temtion assistance requested by CSG to facilitaterttierly transfer of the systems
management operations from FDT to CSG or its degidthe "Termination Assistance”). All CSG Datalata of CSG Clients shall be
supplied on electronic media in a format selecte&DT. In addition, FDT shall: (i) provide to CS@gopriate file structure information; (ii)
identify the parameters selected for the Systenfisvare; (iii) identify applicable procedures anapesses relating to job streams; and (iv
reasonable commercial efforts to obtain for CS@nges to the Software of Third Party Providersithased by FDT exclusively to provide
FDT Services hereunder, it being under stood tBét fay be unable to obtain such licenses. To thengthat any Termination Assistance is
provided hereunder, CSG shall pay FDT for such Traition Assistance on a time and materials badiats then current rates in effect
under this Services Agreement, unless CSG shaliinate the Services Agreement under Section 11Seotion 11.2, which in each such
case, CSG shall not be liable for the payment ofriligation Assistance, but CSG shall continue to g@agther fees and charges due under
this Services Agreement. If this Services Agreenetgrminated by FDT pursuant to Section 11.1nt68G shall prepay FDT, on the first
day of each month in which Termination Assistandehe provided and as a condition to FDT's obligatto provide Termination Assistance
to CSG or its designee, an amount equal to FD&somable estimate of the total amount payable 6 febsuch Termination Assistance for
such month. In addition, CSG shall pay, or reimbWBT for, all lease, license or other contraanieation, transfer, assignment, access,
upgrade, maintenance or related fees and expessesiated with the provision of the Termination i8&mce to CSG or its designee. Prior to
providing any of such Termination Assistance toSGdesignee, FDT shall be entitled to receive fsoch designee, in form and substance,
reasonably satisfactory to FDT, written assuraticass(A) such designee shall maintain at all tittesconfidentiality of any FDT

Confidential Information, Software or materialsalésed or provided to, or learned by, such desigmeennection therewith, and (B) such
designee shall use such Confidential Informatiaftv&are or materials exclusively for purposes fdrien CSG is authorized to use such it
pursuant to this Services Agreement. Except afodétin

Section 11.8, FDT shall have no obli-
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gation to provide any Software to CSG as part efftarmination Assistance other than the returmefApplication Software as required by
this Services Agreement.

11.6 Expiration Assistance. FDT shall provide C3@odesignee with Termination Assistance as rstpaeby CSG commencing no earlier
than twelve
(12) months prior to the expiration of this Sergidgreement pursuant to the limitations and procesiset forth in Section 11.5.

11.7 Access upon Expiration or Termination. Upon ¢ffective date of any expiration or terminatidnhis Services Agreement, FDT shall
have no further obligation to provide CSG with &t or use of the Platform, FDT telecommunicatioatworks or any Systems Software.

11.8 Expiration or Termination License. Upon exfina or termination of this Services Agreement, FBIll grant CSG a perpetual, non-
transferable, non- exclusive, royalty-free licetsese, only on a computer system owned or opetate€iSG, or any third party providing
service bureau data processing for CSG and acdetabDT, and only for the data processing reguéets of CSG or on behalf of CSG
Clients relating to the Business (it being undexdtthat Arthur Andersen LLP, EDS and IBM shall loeeptable to FDT), the application
software programs (including any existing sourcgecor user documentation relating thereto) commgistie Existing FDT Proprietary
Software set forth on Schedule 5.3 (excluding tearit 35 Software), and any New FDT Proprietary Saféwexcluding the Team 35
Software) (the "Termination Licensed Materials'RTFs obligations under this Section 11.8 are sul@€SG and FDT executing and
delivering a license agreement, in form and sultgtaeasonably satisfactory to FDT, containing geams and conditions as are appropriate
to (a) limit CSG's use of such Termination Licenb&aterials as set forth above, (b) protect the @and confidentiality of the Termination
Licensed Materials, (c) exclude all express andigdpvarranties with respect to the Terminationdrised Materials and provide the
Termination Licensed Materials on an "AS-1S" ba@i§,exclude all continuing obligations of FDT tpdate, maintain, and support the
Termination Licensed Materials, and (e) excludédialtility of FDT with respect to the Terminationdensed Materials.

11.9 Rights Upon Expiration or Termination. Upomieation or termination of this Services Agreemfamtany reason, CSG shall pay FDT
for all amounts payable to FDT pursuant to the seofrthis Services Agreement including all reimlalie expenses incurred by FDT through
the effective date of such expiration or terminatidhe provisions of Sections 3, 4, 5, 6, 7, 8®,11.5, 11.8, 11.9, 12.1, 12.5, 12.8, 12.12,
12.13, 12.14 and 12.15 shall survive the expiradiotermination of this Services Agreement for amgson.

SECTION 12 MISCELLANEQOUS
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12.1 Notice. All notices, requests, demands andratbmmunications required or permitted under Sessices Agreement shall be deemed to
have been duly given and made if in writing upomgeserved either by personal delivery or by tepéeoto the Party for whom it is intended
or two (2) business days after being depositedagesprepaid, certified or registered mail, retceipt requested (or such form of mail as
may be substituted therefor by postal authoritiesthe United States mail, bearing the addreswshn this

Section 12.1 for, or such other address as magsigmhted in writing hereafter by such Party:

If to CSG: CSG Systems, Inc.
2525 N. 117th Avenue
Omaha, Nebraska 68164
Attention: President
Telecopy: 402-431-7218

With a copy to : CSG Systems, Inc.
2525 N. 117th Avenue
Omaha, Nebraska 68164
Attention: General Counsel
Telecopy: 402-431-7278

If to FDT: First Data Technologies, Inc.
6200 South Quebec Street, Ste. 33 5
Englewood, Colorado 80111
Attn: Charles T. Fote, President
Telecopy: 303-488-8292

With a copy to : First Data Corporation
2121 North 117th Avenue
Omaha, Nebraska 68164
Attention: David P. Balilis, Gene ral Counsel
Telecopy: 402-498-4123

12.2 Entire Agreement. This Services Agreementthadschedules hereto embody the entire agreemdntraterstanding of the Parties
hereto with respect to the subject matter herewf,sapersede all prior and contemporaneous agrésmet understandings relative to said
subject matter.

12.3 Assignment: Transfer; Binding Agreement. HitRarty may assign this Services Agreement to dfiliade of such Party upon notice to
the other Party. Either Party may: (i) transfes thervices Agreement in connection with any meogeonsolidation of such Party with

another corporation, provided that such Party &iv@s the other Party with notice of such transférimten (10) business days of the public
announcement of the same; or (ii) in con-

CONFIDENTIAL - DO NOT DISCLOSE

27



nection with the sale of substantially all of thertly's assets (including the rights of a Party urldis Services Agreement), provided that (a)
the assignee thereof shall assume all of such'Baftligations hereunder, and (b) the Party fuesshe other Party with notice of the public
announcement of such assignment and assumptiomwéth (10) business days of the same. Sub- jdtietdoregoing, all provisions
contained in this Services Agreement shall exterahd be binding upon the Parties hereto and tesfrective permitted successors and
permitted assigns.

12.4 Force Majeure. No Party shall be liable foy default or delay in the performance of its ohligas (other than payment obligations)
under this Services Agreement if and to the exdanh default or delay is caused, directly or inttiye by (i) fire, flood, elements of nature or
other acts of God; (ii) any outbreak or escalatbhostilities, war, riots or civil disorders inyaoountry; (i) any act, failure to act or
omission of the other Party or any governmentaiauity; (iv) any labor disputes (whether or not draployees' demands are reasonable or
within the Party's power to satisfy); or

(v) nonperformance by a third party (including thparty vendors) or any other similar cause beytbadeasonable control of such Party,
including failures or fluctuations in electrical lecommunications equipment or lines or otheiiggant. In any such event, the non-
performing Party will be excused from any furtherfprmance or observance of the obligation so s#teonly for as long as such
circumstances prevail and such Party continueséccommercially reasonable efforts to recommendenpeance or observance as soon as
practicable.

12.5 Risk of Loss. Except as otherwise providethis Section 12.5, each party shall be responé$iblgsk of loss of, and damage to, any
equipment, software or other materials in its pss®&a or under its control, subject to

Section 12.4. Notwithstanding anything in this $e#s Agreement to the contrary, each Party toSbkivices Agreement (the "Damaged
Party") hereby waives any and all rights of recgyefaims, actions or causes of action, againsbther Party (the "Other Party"), its
Affiliates, and any of its or their directors, affirs, employees, agents and subcontractors fdoasyr damage that may occur to the
Damaged Party's facilities, any improvements tloerat any building or project of which the Damadratty's facilities are a part, or any
improvements thereon, or any personal propertyngfentity therein, by reason of fire, the elememtany other cause that could be insured
against under the terms of standard fire and egtdiedverage insurance policies, regardless of aausegin, including negligence of the
Other Party, its Affiliates, or such Other Party'sts Affiliates' directors, officers, employe@gents or subcontractors, and both the Parties
covenant that no insurer of one Party will hold agit of subrogation against the other. For pugsasf this Section 12.5, the FDT Data
Center shall be deemed to be under the controDdf & all times.

12.6 No Third-Party Beneficiaries. Except as sethfin Section 6 with respect to the indemnificataf certain directors, officers, employees,
agents and Affiliates of the Parties, nothing comd in this Services Agreement is intended to eonpon any Entity (other than the Parties

hereto) any rights, benefits or remedies of ang kincharacter whatsoever, and no Entity shalldented a third-party beneficiary under or
by reason of this Services Agreement.
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12.7 Severability. If any provision of this Sengc&greement or the application of any such prowis@many Entity, or circumstance, shall be
declared judicially or by the Arbitration Panel @efined in Schedule 6.4) to be invalid, unenfobde®r void, such decision shall not have
effect of invalidating or voiding the remaindertbfs Services Agreement, it being the intent angeagent of the Parties that this Services
Agreement shall be deemed amended by modifying prmision to the extent necessary to render ilyédgal and enforceable while
preserving its intent or, if such modification istqpossible, by substituting therefor another psmri that is valid, legal and enforceable so as
to materially effectuate the Parties' intent.

12.8 Certain Construction Rules. The descriptioargf FDT Services contained in the Schedules iifepghin its entirety by reference to the
information set forth in the provisions of this Gees Agreement. To the extent that the provisimiithis Services Agreement and of the
Schedules are in any respect inconsistent, thegiome of this Services Agreement shall govern emrdrol. In addition, as used in this
Services Agreement, unless otherwise provideddatimtrary, any reference to a "Section" or "Sche&tehall be deemed to refer to a Sec
of this Services Agreement or Schedule attachékisdServices Agreement.

12.9 Compliance With Laws. CSG and its employeesagents and FDT and its employees and agentscsimafily, except where
noncompliance would not have a material adversscetin the Parties hereto, with all applicable laavdinances, regulations and codes
relating to this Services Agreement, other thas¢helating solely to performance of the FDT Sewjavhich shall be the responsibility of
FDT.

12.10 Counterparts. This Services Agreement magxbeuted simultaneously in multiple counterparsheof which shall be deemed an
original, but all of which taken together shall stitute one and the same instrument.

12.11 Headings. The article and section headindgtemtable of contents contained in this Servig®ement are inserted for convenience
only and shall not affect in any way the meaningnterpretation of the Services Agreement. Thetaésiset forth on the first page of this
Services Agreement are incorporated into the bddiyeoServices Agreement. Unless the context gléadicates, words used in the singular
include the plural, words in the plural include #iegular and the word "including” means "includimg not limited to."

12.12 No Interpretation Against Drafter. Both Resthave participated substantially in the negetiaéind drafting of this Services Agreement
and each Party hereby disclaims any defense ortiassim any litigation or arbitration that any aigbity herein should be construed against
the draftsman.

12.13 Waiver; Consent.
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12.13.1 Waiver. Except as expressly provided hethia Services Agreement may not be changed, aetetelrminated, augmented,
rescinded or discharged (other than in accordatiiteits terms), in whole or in part, except by atimg executed by the Parties hereto. No
waiver of any of the provisions or conditions abtBervices Agreement or any of the rights of ayPaereto shall be effective or binding
unless such waiver shall be in writing and signgdhe Party claimed to have given or consentecetbeExcept to the extent that a Party
hereto may have otherwise agreed in writing, novaraby that Party of any term, condition or othesyision of this Services Agreement, or
any breath thereof by any other Party shall be @eletm be a waiver of any other term, condition mryision or any breach thereof, or any
subsequent breach of the same term, conditionasigion by the other Party, nor shall any forbeaeaby the first Party or Parties to seek a
remedy for any honcompliance or breach by the ddagty be deemed to be a waiver by the first pafrits, his, her or their rights and
remedies with respect to such noncompliance orchrea

12.13.2 Consent. If either Party requires the coinseapproval of the other Party for the takingafomitting to take, any action under this
Services Agreement, such consent or approval shabbe unreasonably withheld or delayed.

12.14 Governing Law. This Services Agreement shall respects be construed in accordance withgmverned by the laws of the State of
New York, without regard to its conflict of law prigions.

12.15 Limitation of Representations and Warrantiedemnification. Notwithstanding anything to thentrary contained herein: (i) no
representation or warranty is made in this Serviigreement as to any matter which is the subjeet @presentation or warranty in the Stock

Purchase Agreement; and (ii) no provision of tlesvi@es Agreement shall otherwise expand or lintliteg Party's indemnity obligations set
forth in the Stock Purchase Agreement.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLAN K]
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IN WITNESS WHEREOF, each of the Parties heretodaased this Services Agreement to be executedths ofate first above written.
CSG SYSTEMS, INC., formerly known as CABLE SERVICEROUP, INC. ("CSG")

Signed By: /s/ John P. Pogge

John P. Pogge
Executive Vice President

FIRST DATA TECHNOLOGIES, INC. ("FDT")

Signed By: /s/ Charles T. Fote

Charles T. Fote
Print Nanme: Charles T. Fote

Title: Executive Vice President
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SCHEDULE 1.17

DEVELOPMENT SOFTWARE

ABEND-AID CICS GDDM/PGF

ABEND-AID NVS GDDM/MVS

ASSEMBLER H INTERTEST

BATCH PIPES ISPF

BOOKHANGER READ JES2

BUNDL

CA-JCLCHECK NETSPY

CA-LIBRARIAN NETVIEW

CA-OPTIMIZER OS/VS COBOL

CA-OPTIMIZER I PHOENIX

CA-ROSCOE PSF

CA-TOP SECRET QMF/MVS

CA-VMAN RADAR

CA-1 RMF

CA-7 SAMS:DISK (DM S)

CICS/ESA SAS

CICS/MVS SDSF

CMA/SPOOL STROBE/CICS
SYNCSORT

COMPAREX/MVS SYSD-32

CUSTOM STATEMENT FORMATTER TMON/CICS

DATA-XPERT TMON/DB2

DB2 TMON/MVS

DYL-280 I VERSION MERGE R

EDA/SQL

ENDEVOR

EPILOG VPS

FAST LOAD VPSICICS

FDR VS COBOL I

FDR/COMPACTOR XPEDITER/ROSC OE

FILE/AID/MVS XPEDITER/TSO
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SCHEDULE 1.27

FDT SERVICES AND FDT CURRENT SERVICE CHARGES

I. FDT SERVICES:
ACCOUNT MANAGEMENT:

The FDT account management team is the primaryt pbicontact between CSG and FDT providing coortilima direction and assistance
problem management related to all FDT Data Cemtiiviies regarding problems and changes that im@&G's system performance.
Account management participates in ongoing disoussnd project management efforts to ensure the&QAl activities are in accordance
with CSG's business objectives.

AUTOMATION ANALYST:

Automation analysts review manual computer opengtimcedures for possible automation using opegittomation tools, primarily
Computer Associate's Automate software. Automatedqulures are developed to improve operator maruais, batch cycle and
transmission completion times to meet all agreafoPeance Criteria. This group is the primary pahtontact for problem determination
and resolution regarding automated procedures.

CAPACITY PLANNING:

FDT's capacity planning department monitors cursgstem resource capacity used based on projegiiongled by CSG for forecasting
system resource utilization. The forecasts areeptesl to CSG as recommendations in capacity parnSRPU, DASD, TAPE indicating tren
and possible estimates of how system resourcethairdise may change.

TECHNICAL SERVICES:

Technical Services supports the System Softwai@SGind OEM software (excluding the Team 35 Softjuaguired by CSG to run its
applications.

DASD:

The DASD group for FDT continually monitors DASDefiplacement and availability and provides firstelesupport for all DASD related
problems. This group also reviews system storagethrestimates for overall growth and special migerovided by FDT customer busin
units and the FDT Capacity group.

DATABASE MANAGEMENT:
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Database management at FDT includes installati@mtenance and problem resolution of all mainfralabase related products in use by
CSG. Database management creates new DBMS (Datisfaersegement System ) subsystems as requestediimglassociated interfaces to
allow customer access.

CSG DB2 DATABASE MANAGEMENT:

Database management at FDT is responsible foridgfand maintaining all components and related imerfaces in support of IBM's DB2
DBMS. This area grants system level and storagepgagcess to DB2 and monitors DB2 performance lip éwesure proper tuning of
subsystem components.

DATA NETWORK SERVICES:

Data Network Services encompasses all compondatsdeo the physical equipment used for telecomoations, including, telephone
company circuit orders, dial backup testing, perfance of circuit outage, dial backup and telephmmpany escalation for telecommunica
tions related problems and installation and deefgmew telecommunications equipment and networKigarations. Data Network Services
provides 24x7 second level support for all net waniblems and works continually with the Networlts@re group to obtain the optimal
level of circuit loading and network capacity foetFDT Data Center.

DISASTER RECOVERY:

Disaster Recovery develops and maintains planB@dr Data Center recovery. The plans which iderdlfyprocedures and resources
necessary for recovery are tested with the cootidimand cooperation of CSG.

HARDWARE AND FACILITIES:

The FDT hardware area coordinates installationraghes and maintenance for all physical hardwarerg@ated critical environmental supp
facilities (power, water coolers, air handlers,)etised by FDT. This area plans and coordinategealilor required upgrades and preventative
maintenance to help ensure that equipment functioascordance with current Performance Criteria.

HELP DESK:

The Help Desk (commonly known as the "CSC" -- CotoSupport Center) at FDT provides the first pointontact for FDT internal, CSG
and CSG customer calls for all system and netweldted problems. The CSC performs first level pgobtetermination notifying additional
technical support as needed.
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Effective April 1, 1997, CSG shall assume respdiissitfor all of its customer calls. The CSC wilt@vide 24x7 coverage for calls relating to
the FDT Data Center and receive those related talis CSG's internal support center. This servit@lde provided as an Additional
Service, provided that the parties reach agreenegarding the provision of the same.

Prior to April 1, 1997, FDT, at no additional c¢stCSG, shall make available to CSG 80 hours o¥emion assistance (including training),
as well as associated documentation. Thereaftehn, @ssistance shall be provided at an hourly esten Additional Service, provided that the
parties reach agreement regarding the provisigheofame.

Subject to the following, CSG may offer employmenEDT CSG dedicated control center analysts. Ci&H sredit each dedicated control
center analyst who becomes employed by CSG ("Tearezf Employee") with all of his or her servicemDT and its Affiliates for the
purpose of eligibility, vesting, seniority and tbemputation of any benefits, under all of CSG's leyge benefit plans, policies or programs
maintained, sponsored by or contributed by CSGeiralf of its employees, including, pension and-eetient plans, deferred compensation
plans, severance plans or policies.

Transferred Employees shall be immediately eligilgen employment by CSG to participate in any dhohadical plans maintained,
sponsored by or contributed to by CSG ("MedicahBla All pre-existing conditions, restrictions lomitations contained in any Medical Plan
shall be waived with respect to Transferred Empdsy@rovided, that if the Medical Plans do not gethe waiver of any pre-existing
condition, limitation or restriction, CSG shallm#iurse each Transferred Employee who elects toreento be covered under FDT's medical
benefit plans under its "COBRA option" for the cobthe premiums for such coverage until such @s¢he employee can participate in
FDT's medical plans without any pre-existing coiodit limitation or restriction. CSG shall be respitite for paying the severance pay and
benefits of any Transferred Employee required tpdid under FDT's severance policy as a resultsobhher termination as an FDT
employee pursuant to this Services Agreement.

CSG shall pay each Transferred Employee an anmsal $alary no less than his or her salary on tteeadaermination by FDT and shall not
reduce the annual base salary for any Transfemguldyee during the first year of his or her empleytwith CSG. If CSG terminates any
Transferred Employee within his or her first yedemployment, CSG shall pay such employee sevenaaigat a rate no less than the
severance pay that individual would have beenledttb based on FDT's severance policy. CSG steditcall Transferred Employees with
FDT accrued and unused vacation, and shall pralideransferred Employees with the remaining bagaifcany, of their FDT 1997 unused
personal days. (FDT employees accrue six (6) patstays on the last day of January.)

The termination of FDT providing to CSG the CSOvams as of April 1, 1997 shall not result in tleeluction of any FDT Service Charges.
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DATA SECURITY:

FDT Data Security team maintains access rulesl, fsystem resource and user id's. In additi@ialZecurity performs the above functions
for other related OEM software requiring inter pedduct security administration.

STANDARDS:

FDT Data Center standards are supported by the @dlity Services area and include revisions tobdisteed standards and the preparation
of proposals relating to those standards for pariceliew by the FDT Standards Committee, which nottee includes CSG personnel. The
approved standards are then published by Qualityics for online viewing.

CHANGE MANAGEMENT:

Change Management is supported by the Quality Ses\area and includes a review of all changeh®FDT Data Center. This review is
performed to identify conflicts with other changesssing required information needed for changed,stheduling/approvals for those
changes. Reports listing changes by day and weepudlished by the Change Management group aneaeved during regular meetings
internally and with CSG to ensure that system chamgeet both FDT's and CSG's business needs.

INFOMAN STANDARD SUPPORT PROCESSES:
FDT Quality Services supports administrative Infonfianctions relating to the FDT standard problerd a@lmange screens and reports.
MAINFRAME CONSOLE OPERATIONS:

Operations is responsible for monitoring all Syste®oftware and the Platform to help ensure contirseevice to CSG. Operations tracks
CSG batch cycle and online processes and reportBeriormance Criteria or key indicator impact ppepriate FDT and CSG management
personnel. Operations also assists in coordingtiagmplementation of all approved system changes.

MEDIA SERVICES:

FDT Media Services processes, distributes and rakitaitput generated by CSG's applications to GS&G; customers and associated
vendors. Media forms currently produced are micttdi magnetic tapes and personal computer diskettes

FDT shall provide CSG with a proposal relatingtte tise of COROM rather than microfiche in the provision of FI3&rvices. Such propos
shall include, without limitation, pricing, conver-
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sion costs, timing of conversion and Performandee@a, and the changes (if any) to the FDT Ser@barges identified herein. CSG shall
give FDT's proposal due consideration and shaifynBDT no later than 60 days after the receipswth proposal, of whether such proposal
meets with CSG's approval. If such proposal meéts @5G's approval, and if CSG and FDT agree orieéhas and conditions relating to the
use of CD-ROM rather than microfiche in the promisdf FDT Services, the parties shall use commiyaeasonable efforts to execute an
amendment to this Services Agreement memorializirady agreement.

NETWORK SOFTWARE:

The Network Software (VTAM) group installs, maimtaiand monitors all network software componentessary to support host mainframe
data communications as well as specialized harde@rgonents. This group provides support to CSGitarmistomers for data file transfer,
including RJE, NDM, PC download, and IP data transfiethods.

PERFORMANCE:

FDT Performance monitors and identifies trendspgea and bottlenecks in system workload. The padaoce area recommends and
implements system tuning changes based on idehtiidances in system performance and workload.

PROBLEM MANAGEMENT:

Problem management provides resolution and follpvassistance relating to FDT related problems.yCaidd monthly reporting is provided
by problem management for tracking by the Parties.

TAPE OPERATIONS:

Tape operations mounts and re-files tapes forxaédiraal tape drives and re- files tapes ejectech fimpe silos. Tape operations also performs
physical maintenance related to tape media, ineudew tape initialization, tape cleaning, replaeatof broken or damaged tapes. Tape
operations also resolves tape drive and silo proble

Il. FDT SERVICE CHARGES:
1. Monthly Service Fees. The fees for FDT Servateal be determined on a usage basis as set feldlvb
2. Pass-Through Expenses. If the Parties agrea thatticular expense is to be paid directly by CBGT will promptly provide CSG with a

copy of the third party invoice for such expensthedwise, FDT shall act as a payment agent for G®@,FDT shall pay any third party
charges comprising such expense, subject to SeRtidrhis Schedule 1.27.
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3. Reimbursable Expenses. In addition to any qithgments specified in this Services Agreement arile extent not provided for in this
Schedule 1.27, CSG will pay, or reimburse FDT &brreasonable out-of-pocket costs and expensesrgat by FDT in connection with: (a)
travel specifically requested by CSG; (b) any C®Guested document production; (c) specially CSGeastgd courier deliveries; (d) CSG-
required preprinted and stock forms; (e) generppbes; (f) third party charges for programmingiiting, seminars and similar consulting;
overtime, additional personnel, products and ses/iequired as a result of (i) any federal, stateaal regulatory or administrative authority,
(i) third party audit, or (iii) CSG's internal external auditors; or (h) any pass-through expepa&son CSG's behalf pursuant to Section 1.2
of this Schedule 1.27, including costs arisingaull CSG Vendor Software license and maintendees, as well as Software requested by
CSG and not originally included in this Services@gment.

4. Billing. FDT shall bill CSG monthly with a singlinvoice for all of CSG's monthly fees and charddée invoice shall reflect in reasonable

detail the total fees and charges of CSG by FDVi&sicomponent, and shall be supported by apprgpdacumentation. FDT shall design
a contact person to answer questions from CSGaagathe monthly invoice.
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"Confidential Treatment Requested and the Redddtgdrial has been separately filed with the Comiois$

FDT Services Unit

Assigned CPU MIPS MIP/month

CPU Incremental MIPS MIP/month

DASD gbyte/month

Tape mount

Tape Upgrade monthly

Help Desk inbound call

Network port connections
unit/month

0-9.6K

14.4K - 56K

64K - 256K

T1

Token Ring

Modems (3 types) unit/month

Analog

Dialup

DSU

Controllers

Fiche Masters item

Fiche Duplicators item

1997 1998 1999 2000

$(**) $(~)<*) $(**) $(*~k)

$(**) $(~)<*) $(**) $(*~k)

$(**) $(~)<*) $(**) $(*~k)

$(**) $(~)<*) $(**) $(*~k)

$(**) $(**) $(**) $(**)

$(**) $(**) $(**) $(**)

$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)

$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)
$(**) $(**) $(**) $(**)
$(**) $(~)<*) $(**) $(*~k)

$(**) $(~)<*) $(**) $(*~k)

$(**) $(~)<*) $(**) $(*~k)
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2001 Comments

$(**) Notes 1,2

$(**) Notes 1,2

$(**) Notes 1, 4, 10

$(**) Notes 1

$(**) Notes 1,4

$(**) Notes 1,4

Notes 1, 3, 9

$(**)
$(**)
$(**)
$(**)
$(**)

Notes 1, 5
$(**)
$(**)
$(**)
$(**)

$(**) Notes 1, 11

$(**) Notes 1, 11
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;:DT Services Unit 1997 1998 1999 2000 2001 Comments
E)ne Way Tapes item $(*) $(**) $(**) $(**) $(**) Notes 1, 4
_Unshared Software N/A (***) (***) (***) (***) (***) Note 8
Disaster Recovery N/A e 5 ) () () (*)+(*%)  Note 6
I_Data Lines N/A (**) (**) (**%) (**) (***) Notes 1, 4
posiage T o i e e e -
_Special Projects N/A (***) (***) (***) (***) (***)

SEE NOTES BELOW WHICH ARE AN INTEGRAL PART OF THIS SCHEDULE.

1. ASSUMPTIONS. All pricing assumes the volumesnbars, dollar amounts and levels (as applicablegoh of the FDT Services and
Performance Criteria as of the Effective Date, wlith following exceptions, each of which shall leehed to be as follows:

Assigned CPU MIPS as of January 1, 1997: (**) Netnas of January 1, 1997: $(**) annually; $(**) mtbty Modems and Controllers as of
January 1, 1997: $(**) annually; $(**) monthly

2. CPU MIPS.

A. Increases.

(1) During each calendar year during the Term, @&y increase the number of Assigned CPU MIPS bmare than (****) percent
((**%), based on the number of Assigned CPU MIR®&January 1 of such calendar year. CSG shafyrfedT of any such increases at
least one hundred twenty (120) days prior to tite dpon which CSG desires such increases to betigéeit being understood that such
increases shall be effective on the first day efrtionth following the expiration of
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"Confidential Treatment Requested and the Redaddtgdrial has been separately filed with the Corsinis"
such notice period. Prices relating to such in@sase set forth in the CPU Incremental MIPS sedafahis table.
Example:

a. As of January 1, 1998, the number of Assigned GFPS equals (**). On August 15, 1998, CSG no#fleDT to increase its assignmen
Assigned CPU MIPS to (**). FDT shall implement suohrease on January 1, 1999.

(2) During any calendar year during the Term, retgiby CSG to increase its assignment of Assigrigd MIIPS in excess of (******)
percent ((**)%), based on the number of AssignedBRPS as of January 1 of such calendar year, sleatilddressed as an Additional
Service. CSG shall notify FDT of any such increastdsast one hundred twenty (120) days prior ¢odéite upon which CSG desires such
increases to be effective, it being understoodghah increases shall be effective on the firstafaile month following the expiration of su
notice period, provided the Parties can reach aggeépursuant to the procedures set forth in Se&ib5.

Example:
a. As of January 1, 1998, the number of Assigned 8Bse MIPS equals (**). On August 15, 1998, CS@fies FDT that it desires to
increase its assignment of Assigned CPU Base MIP&*PMIPS. The Parties shall proceed under Setfadl5 to determine whether FDT
would assign CSG an additional (**) MIPS.

B. Decreases.

(1) Except as specified in Notes 2(B)(2), 2(B)(BY 2(B)(4) of this

Schedule 1.27, during each calendar year durind ¢ne, CSG may decrease its assignment of Assigitdl MIPS by no more than (****)
percent ((**)%), based on the number of AssigneddBRPS as of January 1 of such calendar year. Q% sotify FDT of any such
decreases at least one hundred twenty (120) daystpithe date upon which CSG desires such deesdashe effective, it being understood
that such decreases shall be effective on thedingtof the month following the expiration of suwttice period.

Example:
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a. As of January 1, 2000, the number of Assigned GFPS equals (**). On January 15, 2000, CSG nesifirDT to decrease its assignment
of Assigned CPU MIPS to (**). FDT shall implementch decrease on June 1, 2000.

b. As of January 1, 1999, the number of Assignetd ®PPS equals (**). on August 12, 1999, CSG notffeDT to decrease its assignmen
Assigned CPU MIPS to (**). The operation of Not&}(L) of this Schedule 1.27 is inappli- cable; Baaties should proceed to address this
decrease pursuant to Notes 2(B)(3) or 2(B)(4) isf §thedule 1.27.

(2) Notwithstanding Note 2(B)(1) of this Schedul@7, and except as set forth in Notes 2(B)(3) a&J(2) of this Schedule 1.27, during any
calendar year during the Term, CSG may decreasautimder of Assigned CPU MIPS by no more than (j)qent ((**)%), based on the
number of Assigned CPU MIPS as of January 1 of satdndar year, provided that CSG shall pay to Fb&ddition to the fees associated
with the actual Assigned CPU MIPS, the followinglgidnal payment:

(((**) x 12 x number of Assigned CPU MIPS as of dary 1 of the calendar year) - (12 x number of gissd CPU MIPS at the start of the
next calendar year)) x ((Assigned CPU MIPS Chaxge)
()

FDT shall invoice CSG on or before the tenth (1@ of January of the following calendar yearday amount owed for the foregoing
additional payment. Each such invoice shall beahgpayable within fourteen (14) days followingeigt.

CSG shall notify FDT of any such decreases at leasthundred twenty (120) days prior to the datauphich CSG desires such decreas
be effective, it being understood that such dee®aball be effective on the first day of the mdotlowing the expiration of such notice
period.

Example:

a. As of January 1, 2000, the number of Assigned GFPS equals (**). On January 15, 2000, CSG nesifirDT to decrease its assignment
of Assigned CPU MIPS to (**). FDT shall implemenich request on June 1, 2000. CSG shall pay to kDdaddition to the fees associated
with the actual Assigned CPU MIPS, the followinglgidnal payment:
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() x 12 x (7)) - (12 x (*))) x $(**) x (**)
() - () x (**)
() % () = $()
b. As of January 1, 1998, the number of Assignetd ®PPS equals (**). On August 12, 1998, CSG no&fleDT that it desires to decrease its

assignment of Assigned CPU MIPS to (**). FDT shialplement such request on January 1, 1999. CSGshato FDT, in addition to the
fees associated with the actual Assigned CPU MitrSfollowing additional payment:

() x 12 x (™)) - (12 x (*))) x $(**) x (**)

() - () x (%)

(%) x (%) = $()
(3) Notwithstanding Notes 2(B)(1) and 2(B)(2) oistischedule 1.27, and except as set forth in N@&2) of this Schedule 1.27, upon twe
(12) months prior written notice, CSG may decratsassignment of CPU Base MIPS by more than (péjcent ((**)%), based on the
number of Assigned CPU MIPS as of January 1 iryda in which CSG delivers such notice to FDT, jted that the Parties determine the
fee that CSG shall pay to FDT to implement suchekse, it being understood that in no event shah $ee be less than $(**). If the Parties
cannot reach agreement on a fee within thirty (&Q)s of CSG's notice, the Parties shall proceeérnhe procedures set forth in Section

6.4. Once the Parties agree on a fee, for purpgfsgsmputing

further increases and decreases in the assignrhAssigned CPU MIPS, CSG shall be deemed to haga hesigned such reduced numbe
MIPS as of January 1 of the year in which such ctdn is to be effective.

CSG shall pay FDT such payment prior to the effectiate of FDT's implementation of such decreassiyament of MIPS.
(4) Notwithstanding Notes 2(B)(1), 2(B)(2) and 2(@)of this

Schedule 1.27, during any calendar year during #ren, CSG may decrease the number of CPU Base E8Bi§ned to it by more than (***)
percent ((**)%), based on the Assigned CPU MIP$®fatanuary 1 of such calendar year, provided tt8® Ghall pay to FDT, in addition to
the fees associated with the actual Assigned CPRSVithe following additional payment:
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(**) x 12 x number of Assigned CPU MIPS as of Jayuhof the calendar year x Assigned CPU MIPS Chaarg

FDT shall invoice CSG on or before the tenth (1@t of January of the following calendar yearday amount owed for the foregoing
additional payment. Each such invoice shall beahgpayable within fourteen (14) days followingeigt.

CSG shall notify FDT of any such decreases at leasthundred twenty (120) days prior to the datauphich CSG desires such decreas
be effective, it being understood that such dee®aball be effective on the first day of the mdotlowing the expiration of such notice
period.

Example:

a. As of January 1, 1997, the number of Assigned GFPS equals (**). On December 12, 1997, CSG egifDT to decrease its
assignment of Assigned CPU MIPS to (**), effectirdy 1, 1998. CSG shall pay to FDT, in additioritte fees associated with the actual
Assigned CPU MIPS, the following additional payment

(**) X 12 X (**) X $(**) = $(**)

(5) If CSG notifies FDT to decrease the number s$igned CPU MIPS, and CSG subsequently fails o beposition whereby FDT could
implement such decrease (either in whole or in)peithout disrupting CSG's business, in additiomny of the charges set forth in this
Schedule 1.27, CSG shall pay to FDT, as applicable:

(a) if FDT has MIPS capacity available, the coatsget forth herein) associated with CSG's assighafeAssigned CPU MIPS in excess of
the Assigned CPU MIPS level that CSG instructed Fdlecrease CSG's assignment to, and (b) FDTts ebmaintaining or implementing
CSG's assignment of Assigned CPU MIPS in excefisedlvel of Assigned CPU MIPS that CSG instrudi®d to decrease CSG's
assignment to.

(6) If CSG requests dedicated engines in any LR, MIP fluctuation must be in whole engine incratsdor the Platform. Such limitation
may result in higher or lower Assigned CPU MIPSé@mental adjustments, all of which shall be cakadan accordance with the foregoing.
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3. NETWORK
A. Increases.

(1) During each calendar year during the Term, @&y increase its use of the Network FDT Serviceadyore than (***) percent ((**)%
based on the Network fees incurred by CSG durinceBwer of the prior calendar year, it being undedthat for calendar year 1997, CSG
shall be deemed to have incurred fees of $(**) @c€mber, 1996. CSG shall notify FDT of any suchdaases in any component of the
Network FDT Services at least sixty (60) days ptiothe date upon which CSG desires such incrdadss effective, it being understood tl
such increases shall be effective on the firstafaile month following the expiration of such netigeriod. The fees attributable for such
increases in any component of the Network FDT $esvshall be those identified in this Schedule,JpPadvided that CSG shall only be
charged for (*******) percent ((**)%) of the fees tributable to the Network FDT Services that exc§€d) in any given month.

Example:

a. In December, 1997, CSG incurred $(**) of NetwBIBRT Services. On April 12, 1998, CSG notifies FdTadd one
(1) T1 and two (2) 64K-256K port connections. Oty Jy 1998, FDT shall implement such additionaltpmmnections. During July, 1998,
CSG would incur the following fees for Network FISErvices:

$0) + () x ($0*) + 2($()))

(2) During any calendar year during the Term, retgiby CSG to increase its use of the Network FBviSes by more than (****) percent
((**)%) shall be addressed as an Additional Servic8G shall notify FDT of any such increases in emyponent of the Network FDT
Services at least sixty (60) days prior to the dgiten which CSG desires such increases to be efedtbeing understood that such increases
shall be effective on the first day of the monthdwing such notice period, provided the Parties czach agreement pursuant to the
procedures set forth in Section 2.15.

Example:
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a. In December, 1997, CSG incurred $(**) of NetwBiIBT Services. On April 12, 1998, CSG notifies Fibiat it desires to add $(**) of
additional Network FDT Services. The Parties spadkceed under Section 2.15 to determine whether wWBdld provide CSG such additional
Network FDT Services

B. Decreases.
(1) Except as specified in Notes 3(B)(2), 3(B)(Bi&8(B)(4) of this

Schedule 1.27, during each calendar year durind ¢ne, CSG may decrease its use of the Network EB7ices in a given month during a
calendar year by no more than (*****) percent ((#%), based on the value of the Network FDT Servicesrred by CSG during Decembet
the prior calendar yeatr, it being understood thaind December, 1996, CSG shall be deemed to mewered $(**) of Network FDT
Services. CSG shall notify FDT of any such decre@asany component of the Network FDT Servicegast sixty (60) days prior to the date
upon which CSG desires such decreases to be gfeittbeing understood that such decreases shalffbctive on the first day of the month
following the expiration of such notice period.

Example:

a. In December, 1999, CSG incurred $(**) of NetwBiBT Services. On February 4, 2000, CSG notifie3 kdde- crease its use of Network
FDT Services to $(**). FDT shall implement such dise on May 1, 2000.

b. In December, 1998, CSG incurred $(**) of Netw&RT Services. On August 12, 1999, CSG notifies EDtlecrease its use of Network
FDT Services to $(**). This operation of this N&B)(1) of this Schedule 1.27 is inapplicable; Beeties shall proceed to address this
decrease pursuant to Notes 3(B)(3) and 3(B)(4hisf$chedule 1.27.
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(2) Notwithstanding Note 3(B)(1) of this Schedul@?, and except as set forth in Notes 3(B(3) alJ(&] of this Schedule 1.27, during any
calendar year during the Term, CSG may decreassdé®f Network FDT Services in a given month dyidancalendar year by no more than
(***) percent ((**)%), based on the Network FDT Sares incurred by CSG during December of the prnevicalendar year, provided that
CSG shall pay to FDT, in addition to the fees aisded with CSG's actual use of Network FDT Servities following additional payment:

(((**) x 12 x the fees incurred by CSG for NetwdflOT Services in December of the prior calendar yeét2 x the fees incurred by CSG for
Network FDT Services in December of the then curcatendar year)) x (**

FDT shall invoice CSG on or before the tenth (10w of January of the following calendar yearday amount owed for the foregoing
additional payment. Each such invoice shall beahgkpayable within fourteen (14) days followingeigt.

CSG shall notify FDT of any such decreases in amgponent of the Network FDT Services at least Si88) days prior to the date upon
which CSG desires such decreases to be effedtibeirig understood that such decreases shall eetig# on the first day of the month
following the expiration of such notice period.

Example:

a. In December, 1998, CSG incurred Network FDT Bes/fees of $(**). On August 12, 1999, CSG noiffeDT that it desires to decrease
use of Network FDT Services to $(**). FDT shall iement such request effective November 1, 1999. €18 pay to FDT, in addition to
the fees associated with CSG's actual use of N&tOIT Services, the following additional payment:

() x 12 x $()) - (12 x $())) x (**)
(B*) - $(9) x () = $(*)

(3) Notwithstanding Notes 3(B)(1) and 3(B)(2) oistischedule 1.27, and except as set forth in N@B&®) of this Schedule 1.27, upon twe
months prior written notice, CSG may decreasestsaf the Network FDT Services in a given monthrdpa calendar year by more than
(***) percent ((**)%), based on the Network FDT Sares incurred by CSG during December of
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the previous calendar year, provided that the @adetermine the fee that CSG shall pay to FDmfl@ment such decrease, it being
understood that in no event shall such fee bethess$(**). If the Parties cannot reach agreemend dee within thirty (30) days of CSG's
notice, the Parties shall proceed under the praesdiet forth in Section 6.4. Once the Partieseagnea fee, for purposes of computing fur
increases and decreases of Network FDT Services, D8Il be deemed to have incurred the fees indloyeCSG in the first month
following the effective date of any such decreasBécember of the prior calendar year.

CSG shall pay FDT such payment prior to the effectiate of FDT's implementation of such decreasedofiNetwork FDT Services.
(4) Notwithstanding Notes 2(B)(1), 2(B)(2) and 2(®)of this

Schedule 1.27, during any calendar year durind #ren, CSG may decrease its use of the Network F&Vi&es in a given month during a
calendar year by more than (***) percent ((**)%pad®d on the Network FDT Services incurred by CS@duecember of the previous
calendar year, provided that CSG shall pay to Fbaddition to the fees associated with CSG's &cism of Network FDT Services, the
following additional payment:

(**) x 12 x the fees incurred by CSG for Network F3ervices in December of the prior calendar year

CSG shall notify FDT of any such decreases in amgponent of the Network FDT Services at least Si88) days prior to the date upon
which CSG desires such decreases to be effedtiveing understood that such decreases shall betie on the first day of the month
following the expiration of such notice period.

Example:

a. In December, 1997, CSG incurred Network FDT Bes/fees of $(**). On December 12, 1997, CSG restiFDT to decrease its use of
Network FDT Services to $(**) on April 1, 1998. CSBall pay to FDT, in addition to the fees assedatith the CSG's actual use
Network FDT Services, the following additional pagm:

(**) X 12 X $(**) = $(~k*)
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(5) If CSG notifies FDT to decrease its use of NekWFDT Services, and CSG subsequently fails tmtzeposition whereby FDT could
implement such decrease (either in whole or in)peithout disrupting CSG's business, in additiomty of the charges set forth in this
Schedule 1.27, CSG shall pay to FDT, as applicable:

(a) if FDT has Network FDT Services capacity ava#athe costs (as set forth herein) associatdd @8G's use of Network FDT Services in
excess of the Network FDT Services that CSG ingtdlEDT to decrease to, and (b) FDT's costs of ta@img or implementing CSG's
Network FDT Services in excess of the level of NekFDT Services that CSG instructed FDT to deareas

4. FDT SERVICES OTHER THAN CPU BASE MIPS, TAPE MOUS, NETWORK, MODEMS AND

CONTROLLERS, FICHE AND UNSHARED SOFTWARE (THE "OTHE R FDT SERVICES").

Increases and decreases in each of the Other Fivic&eshall be calculated in the same mannerGRat Base MIPS were calculated her:
provided that the notice period for increases axtahses shall only be sixty (60) days rather timenhundred twenty (120) days.

5. MODEMS AND CONTROLLERS. Increases and decreasesodems and controllers shall be calculated énsime manner that Network
FDT Services were calculated herein.

6. Management fee covers in-house staff, curré{tfy) per month, which shall increase (**) perce(it*)%) during each calendar year
during the Term.

7. (***) percent ((**)%) fee covers in-house staff.

8. CSG shall pay FDT for all Unshared Softwarersmd by FDT for use by CSG, including associatenhteaance fees, regardless of
whether CSG ceases use of any of such Unshared&@eftUpon the written request of CSG, FDT shadl eemmercially reasonable efforts
to termi nate any license and associated maintenfanspecified Unshared Software, it being undedthat FDT may not be successful in
such efforts.

9. In years 1999, 2000 and 2001, Network FDT Sessfees shall reflect a $(**) monthly / $(**) andeaedit.

10. If CSG requests FDT to provide CSG with addiiloDASD without providing FDT with the sixty (6@py notice required herein, to the
extent that FDT can accommodate such a requesit| itse reasonable commercial efforts to do sbeihg understood that FDT may not be
able to accommodate CSG's request.
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extent that FDT can accommodate such a request| itse reasonable commerical efforts to do sbeihg understood that FDT may not be
able to accommodate CSG's request.

11. FICHE.

A. Increases.

(1) During each calendar year during the Term, @&y increase its volume of Fiche FDT Services bynooe than (****) percent ((**)%),
based on the volume of Fiche FDT Services of CS@f danuary 1 of such calendar year. CSG shalynbDT of any such increases at least
sixty (60) days prior to the date upon which CSGims such increases to be effective, it being ratded that such increases shall be
effective on the first day of the month followirfgetexpiration of such notice period.

(2) During any calendar year during the Term, retgiby CSG to increase its volume of Fiche FDT 8ebvin excess of (****) percent
((**)%), based on the volume of Fiche FDT Servicé€SG as of January 1 of such calendar year, beadddressed as an Additional
Service. CSG shall notify FDT of any such increasdsast sixty (60) days prior to the date upoctviCSG desires such increases to be
effective, it being understood that such increasedl be effective on the first day of the monthdi@ing the expiration of such notice period,
provided the Parties can reach agreement pursoiéim {orocedures set forth in Section 2.15.

B. Decreases.

(1) Except as specified in Note 11(B)(2) of thish&dule 1.27, during each calendar year during stenTCSG may decrease the volume of
Fiche FDT Services by no more than (*******) perce((**)%), based on the volume of Fiche FDT Sergicd CSG as of January 1 of such
calendar year. CSG shall notify FDT of any suchrélases at least sixty (60) days prior to the dptmwvhich CSG desires such decreases to
be effective, it being understood that such dee®aball be effective on the first day of the mdotlowing the expiration of such notice
period.

(2) Notwithstanding Note 11(B)(1) of this Schedul27, during any calendar year during the Term, @&$ decrease the
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volume of Fiche FDT Services by more than (******fjercent ((**)%), based on the volume of Fiche FBarvices of CSG as of January 1
of such calendar year, provided that CSG shalltp&DT, in addition to the fees associated withdbtual Fiche FDT Services, the following
additional payment:

(((**) x volume of Fiche FDT Services as of Januargf the calendar year) - (actual volume of FIERE Services during such calendar
year)) x (Applicable Fiche FDT Services Charge®*)) (

FDT shall invoice CSG on or before the tenth (1@t of January of the following calendar yearday amount owed for the foregoing
additional payment. Each such invoice shall beahgpayable within fourteen (14) days followingeigt.

CSG shall notify FDT of any such decreases at k&iagt (60) days prior to the date upon which CRGiks such decreases to be effective, it
being understood that such decreases shall baieffen the first day of the month following thepéation of such notice period.

(3) If CSG notifies FDT to decrease the volume ichE FDT Services, and CSG subsequently fails tim laeposition whereby FDT could
implement such decrease (either in whole or in)peithout disrupting CSG's business, in additiomty of the charges set forth in this
Schedule 1.27, CSG shall pay to FDT, as applicable:

(a) if FDT has Fiche FDT Services capacity avaidathe costs (as set forth herein) associated @&6's use of Fiche FDT Services in
excess of the Fiche FDT Services level that CS@uated FDT to decrease CSG's volume to, and ()'$Bosts of maintaining or
implementing CSG's volume of Fiche FDT Servicesxness of the level of Fiche FDT Services that @&8ucted FDT to decrease CSG's
volume to.
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SCHEDULE 1.43
PLATFORM

HARDWARE CONFIGURATION (AS OF JANUARY 1, 1997)

Processor
IBM 9021 -982

340 MIPS (including System Software)
528 MB Central Storage
720 MB Expanded Storage
13 Copper Channels
117 ESCON Channels

Tape 1/97 * Tapes * F.E.P.
Address Address Units
5 STK Silo's 5 STK Silo's 11BM 3745/170
(56 Addresses) (56 Addresses) 11BM 3745-61A
32 Timberline** 56 4490
24 4490 4 STK 4480
4 STK 4480 8 STK 4490
8 STK 4490 w/autoloaders
w/autoloaders 8 STK 4670
8 STK 4670
DASD *
Controllers DASD *
Strings
Units
2 IBM 3390/3
11BM 3990/6 4 1BM 3390/3
256 mb/cache 1 1BM 3390/9
11BM 3990/3 2 HDS 7693
128 mbl/cache 1 1BM 3380/K
11BM 3990/3 11BM 3380/D
64 mb/cache 1 STK 8380/E
2 IBM 3990/6 512mb/cache 2 EMC 5500-9M22
2 HDS/7690 1.5 EMC gb/cache
256 mb/cache 1 HDS 7700 3 gb/cache
11BM 3880

Total = 1,959gb
1 STK 8880

* Shared with other Business Units ** DedicatedX8G
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SCHEDULE 2.3

CSG VENDOR SOFTWARE

VERTEX -- is a software package that calculatesstdx at the State, City, Municipality, etc. lev@5G has the right to use the Vertex
software under a license granted to Time WarnezlBatServices (a/k/a Time Warner Publishing CE$G may access and use the Vertex
software for Time Warner's business purposes only.

GROUP 1 Software, including CODE1, Mail-Stream PDesktop MailStream Plus, ArcList, Online/Time 8hg -- used to perform various
addressing and sorting functions for mailing staets to subscribers of CSG Clients.

CLARITIS Software, including PRIZM, PRIZM+4, and @sus Block Group Level Demographics -- Market Segatéon systems that
classify residential neighborhoods and communitighe U.S. into distinct types or "clusters" aating to factors derived from the U.S.
Census; used with VIP Software.
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SCHEDULE 2.9

OPERATIONS PROCEDURES

See attached listing.
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FDT
Act as primary client contact between CSG and FDT.
Provide quality control on Performance Criteria and
indicators.
Participate in ongoing negotiation of Performance C
and key indicators.
Provide status and statistical reporting to help en
Services Agreement compliance
Conduct regular quality of service review meetings.
Take part in senior-level discussions to help ensur
concerns are closely linked to business decisions.
Identify open issues and future plans through ongoi
discussions with client management personnel.
Coordinate project management efforts with technica
and client management to determine that the proper
client priorities and FDT resources are adequately
Ensure coordination and consistency of FDT Data Cen
performance.
Participate and represent client in change control

ACCOUNT MANAGEMENT

Coordinate FDT Data Center activity
key Ensure FDT is aware of all data proc
/telecommunications implemented by
riteria CSG affecting production batch, onli
Adhere to established change control
sure application changes.
(INFOMAN/Development calendar)
Provide representation for change co
e technology Communicate changes to business that
Performance
ng Criteria and key indicators.

| personnel
balance between
utilized.

ter policies and

planning and meetings.
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through account manager.
essing
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methodologies for
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Investigate the possible elimination of all manual
intervention.

Coordinate implementation of new operator automatio
affected departments.

Maintain operation automation software in a dynamic
Work issues pertaining to Performance Criteria usin
tools where applicable.

Develop automatic controls around the transmission
escalate lateness or problem situations.

Propose the appropriate course of action for resear
implementation and problem resolution of operator
Review and resolve any problems with automated proc

OPERATIONS AUTOMATION

computer operations Create change record in
automation changes or en
n procedures between all

environment.
g operator automation

environment that would
ch, development,

automation issues.
edures.
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FDT

CAPACITY

Provide quarterly capacity plan

Gather resource usage for existing applications fro
SMF, RMF,EPILOG, NETVIEW.

Identify how resources may grow.

Apply resource usage and estimate CPU, DASD, Tape,
Network or other resources from business unit assum
Estimate total resources required (CPU, DASD, Tape
Network).

Estimate effects on customer cost for estimates.
Monitor and provide reports for trends in workloads
Recommend trending for workloads that do not have a
estimate.

Summarize capacity plan by customer and seek approv
customer's management.

Present consolidated customer plans to FDT manageme

CAPACITY PLANNING

BUSINESS

Application capacity planner must provid

end of each quarter to include informati
m Gather and document areas affected by ch

existing jobs, jobsteps, programs, netwo
applications.

Document dates of unit testing, beta tes
ptions. Document all assumptions which include h
and grow for identified areas.

Provide monthly business units growth.

Approve FDT Data Center capacity plan.

.specific
al from

nt.
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FDT
CICS installation, customization, tuning, applicati
PTFs, table maintenance.
Support CICS disaster recovery.
Build new CICS regions as requested.
Design and implement CICS direction/workload analys
Monitor all production CICS regions and note except
Provide debugging and problem resolution assistance
application programming staff when requested.
Tech Services will research all regions abends.
Tech Services will assist with all test, QA and acc
test storage violations upon request.
Tech Services will research all production storage
Tech Services will assist with transaction abends u
Tech Services will research all exceptions to Perfo
Criteria.
Participate in department education practices and p
workshops on materials and information obtained. (I
IBM external and vendor supplied).
Evaluate new products.
Apply maintenance to all vendor products as per sof
support list(exceptions/additions to all support ar
Run traces for troubleshooting application problems
Data set contents (dumps) cleanup/copy.
Create and maintain documentation within the CICS t
Create documentation to educate the technical servi
Create documentation within INFO management for pro
understanding and future tracking.
Maintain accurate software inventory listing.
Maintain software at vendor's supported releases.

CICS ON LINE SOFTWARE

CSG

on of Applications (or Q/A) is responsible f
cleanup old versions, sizing, compress
Each application group is responsible
correct paperwork for normal table mai

is. correct parameters for the usage of th

ions. CICS region/notification of entries th

for high usage).
Each application group is responsible
requirements for new CICS regions when

eptance including region size, table entries,
CSG should contact Applications as the

violations. transaction ASRA (s) and Abends.

pon request. CSG should contact Applications immedi

rmance along with FDT Tech Services and both
the dumps.

rovide Interest Protsym maintenance, if any.

n-house, Use supplied monitoring tools to repor
All TEAM 35 Software.
Recovery/synchronization of all on-lin

tware Advantis: assignment of valid LU name

e listed). standards.
Adhere to established change control m
changes (INFO/MAN and Develop Calendar

eam.

ces staff.

blem
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or its loadlibs:

ion, backups.

for completing the
ntenance along with the
e table entry (i.e.,

at will have abnormally

for identifying correctly the
requesting the same,
customization, etc.

first point of contact for

ately for storage violations
groups will investigate
t on and analyze applications

e application data sets at DR
s that follow auto-install

ethodologies for applications
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FDT

DASD Capacity Planning DAS

determine hardware requirements. re

a. Analyze current DASD availability. Wi

b. If necessary, outline increased DASD no
to be purchased. a.

c. Develop a proposal and distribute to CSG
and conduct a formal review.

2 Execute the approved proposal. 2.

a. Order and install DASD.

b. Initialize and configure DASD. 3.

File Monitoring/Maintenance: Fil

1.
1. Provide reporting to assist CSG fil
with file maintenance and att
monitoring. Review and discuss with pre
CSG changes necessary to enhance wit
performance or alleviate problems cha
and implement decided plan for pla
change. 2.
2. Allocate production VSAM ,BDAM FDT
files as requested by CSG, determine pro
sizing and placement from attributes 3.
in request. bas
3. Implement and maintain software 4.
that manages DASD at the dataset and cle
pool level. Review with CSG changes vol
necessary for problem resolution,
enhancements or growth and implement
decided plan for change.
4. Monitor all critical production
batch and online files for extents
daily and make changes to alleviate
any space problems .

Monitor DASD Usage: Mon

1.
1. Review DASD pools for performance det
and sizing, discuss suggested nec
changes with CSG and implement 2.

decided plan for change.
2. Research and recommend software

packages

to assist in monitoring and

reporting
Production Support: Pro

1.

1. Provide first level oncall app
support for DASD and storage 2.
software issues. det
2. Perform weekly library nec
compression and defrag routines, 3.
determining the applicable adm
candidates.
3. Provide support on restore/recall
problems

DASD

CSG

D Capacity Planning:

Project quarterly DASD
quirement forecasts

th changes and refinements

ted.

Develop requirements for new
and existing projects and special
projects.

Distribute forecast to FDT and
conduct formal review.

Review the proposal provided by
FDT and obtain the appropriate approvals.

e Monitoring/Maintenance:

Monitor GDG bases and sequential
es for allocation, sizing, and

ributes to enhance performance and
vent problems. Initiate review

h FDT to discuss recommended
nges and determine implementation
n.

Provide change control or form to
with necessary specifications for
duction VSAM and BDAM files.
Allocate and size production gdg
es and sequential files.

Implement and maintain daily

anup jobs on work and GDG
umes.

itor DASD Usage:
Review suggestions with FDT to
ermine final resolution to
essary changes.
Review and Monitor BDAM files.

duction Support:

Provide first level support for
lications issues.

Review suggestions with FDT to
ermine final resolution to

essary changes.

CMA spool, BUNDL(RMS)
inistration.
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FDT
Install database software and all related products.
Resolve database system software problems.
Maintain database system software and related produ
Develop and maintain system backup and recovery pro
Assist as needed with application recovery.
Perform database system environment recovery.
Database system level performance and tuning.
Database capacity planning.
Prepare and maintain operations procedures.
Create new DBMS subsystems as required.
Develop and implement System Software migration pol
and procedures.
Develop and maintain system level naming standards.
Evaluate and test database related software.
Design and implement database security.
Provide consultation services for any applications
as needed.
Provide support for all database platforms and thei
interfaces.
Provide support for standard compile, execute and u
procedures.
Maintain accurate software inventory listing.
Maintain software at vendor's supported releases.

DATABASE MANAGEMENT

CSG

cts.

Responsible for application software impl
Provide input for system problem resoluti
Develop and maintain application data bac

cedures. procedures.

icies

Perform application recovery.

Application level performance and tuning.

Provide projections of application growth

Prepare and maintain production control d

procedures.

Develop and maintain application software
and procedures.

Develop and maintain application naming s

Assist in software evaluations and testin

Assist in design and implementation of se

Provide support for application specific

issues and utility procedures in conjunction wit

r

tility

Adhere to established change control meth

changes (INFO/MAN and Develop Calendar).
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ementation.
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FDT
Migrate DB2 subsystem and objects to new release.
Support standard attach facility and other subsyste
interfaces.
Define storage groups to subsystems.
Grant authority to access storage groups and buffer
pools.
Grant system level security for appropriate databas
Define physical design review requirements.
Monitor and adjust buffer pools and EDM pool and ot
subsystem components.
Monitor and maintain DB2's log and bootstrap datase
Perform performance and audit tracing when necessar
Monitor DB2 System DASD and take appropriate action
help ensure data and performance optimization.
Maintain QMF userids.
Maintain all OEM database objects.

CSG DB2 DATABASE MANAGEMENT

CSG

Project DBA grants appropriate
m programmers.

Assumes all logical data modeli

Provide notice of any implement

subsystem.
Monitor DB2 application DASD an
es. ensure data integrity and perfo
Adhere to established change co
her applications changes (INFO/MAN
ts.
y.
to
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ng efforts.
ation that may impact DASD

d take appropriate action to
rmance optimization.

ntrol methodologies for
and Develop Calendar).




FDT DENVER
Place orders with telephone companies for data circ
as required.
Maintain network availability for all client data
connections.
Provide monthly dial back up line testing for all
circuits having these features.
Perform monthly data line billing review and audits
Approval of all data line invoices.
Order, test and install all data communications har
associated with client orders.
Administration and monitoring of all network manage
systems for clients. This includes Racal NMS400 sy
used in the network control center.
Provide 24X7 NCC second level support for all clien
Maintain complete inventory tracking and record kee
for all network hardware and systems.
Perform all required disaster recovery testing for
client as directed.
Enter appropriate change control records.
Review/approve change control records.
Develop and distribute all problem report and netwo
performance information used to produce client
Performance Criteria statistics.
Joint responsibility with network software group fo
circuit loading and network capacity planning.
Represent Telecommunications in all scheduled and r
client performance/status meetings.
Vendor management of data network service providers
terminate at Millennium.
Telephone company service escalation's at all level
Provide client quotes for pricing of new data lines
and/or other network services.
Create back up diskettes for CSG sub-client 3174/32
controllers when requested.
Second level support for protocol converter trouble
configurations as required.

DATA NETWORK SERVICES

CSG

uits

dware

ment
stem

ts.
ping

each

rk

r
equired
which

S.

74

s and

Submit telecommunications service
installations, changes, deletions
data network services and price q
Place orders with telephone compa
as required.

Provide internal local security a
data communications equipment in
Install dial back up analog lines

locations when required.

Purchase hardware such as modems

not provided by FDT.

Physically replace failed modems
equipment at remote sites which a
Provide third level support for a

Assist FDT personnel as needed in
CSG provided communications equip
sharing devices.
Arrange for any internal wiring o
required from telecommunications
at client sites.

Enter appropriate change control
Third level support for protocol
configurations as required.

Support new client installations
existing configurations.

Manage Racal (VSAT) and Advantis
and review monthly Performance Cr

EXAMPLE OF DATA NETWORK SERVICES ADDITIONAL SERVICE S

Service provided by NCC staff or Telecomm Analysthich requires dispatch to customer locations.

This includes working open problem tickets and\gorting new installations.
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requests for all new

or information regarding
uotes.

nies for data circuits

nd access to installed
specified secured areas.
at remote customer

and csu/dsu's when

and communications

re CSG owned

Il clients.

the local troubleshooting
ment. i.e. modems,

r connectivity as
demarc to DTE equipment

records.
converter troubles and

and/or upgrades to

account relationships
iteria.




FDT
Develop and maintain DR plans for initial response
and recovery of the Data Center including, Disaster
Recovery Management Team, Hotsite Recovery Team,
Telecom Team, Client Services Team, Quality Service
Team, Administration Team
Maintain Hotsite contract and administer costs to
business unit
Ensure all business units have appropriate hardware
to receive their application or if such hardware is
not required, have such business units acknowledge
such non-requirements.
Coordinate and plan hotsite DR tests for CSG.
Document the hotsite test plans, post mortem and tr
problem/resolution
Assist business units where possible with their
planning efforts
Assist if requested, in business units' business
recovery planning efforts
Ensure offsite storage audits are performed quarter
Assist business units in their implementation of th
set tracking tool "Sunrise"
Recover CSG's production environment including the
database data but not the production application da
hotsite testing
Develop and maintain technical recovery plans: Tech
support (MVS), Data Base Support (CICS, DB2), Softw

Telecommunications, Hardware Telecommunications, Op

support, Quality Services

To recover the system, the following areas shall ha

following responsibilities:

MVS: recover the operating system with the appropri

software

DASD: provide full volume backups of System, and CS

Applications Software volumes for CSG. Also mainta

VSAM allocation process. At time of disaster or te

restore the system volumes, CSG Application Softwar

volumes and execute the VSAM allocation process

x  CICS: recover the CICS software

x  DB2: recover the DB2 subsystem and QMF system

x  Software/Hardware Telecom: recover the subscr
telecom network

DISASTER RECOVERY

CSG

ack

ly
e data
ta for

nical
are

erations

ve the
ate

G
in the
sting,
e

software
ibed to

Supply hotsite testing requiremen

goals and objectives

Document and maintain the applica

for the product

Participate in the hotsite recove

supporting the applications and t

To backup and send offsite, CSG A

Recover application data for test

of a disaster (which includes the

CICS and DB2)

If there is any additional data t

be responsible for backing up and
recovery, CSG shall submit these

to FDT, and FDT must agree in wri

requirements.

Develop, maintain and test its bu
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ts in the form of
tion recovery plan

ry testing by

heir clients
pplication Data

ing and in the event
forward recovery of

hat CSG wants FDT to
recovering for disaster
requirements in writing

ting to the additional

siness recovery plans




Coordinate the installation and/or upgrade of the
requested FDT Data Center hardware with the vendor
and all business units serviced by the FDT Data
Center.

Coordinate the installation and/or upgrade of the

FDT Data Center hardware microcode, to current and
supported levels.

Evaluate vendor hardware related to the operations
of the FDT Data Center and the business unit needs.
Maintain a current floor plan of the FDT Data Cente
Maintain configuration documentation related to the
hardware installed in the FDT Data Center.

Manage and maintain the power plant which support t
FDT Data Center and will provide a configuration to
support the continuous 24x7x365 operation of the FD
Data Center businesses.

HARDWARE AND FACILITIES

Determine hardware requirements a
request to FDT quarterly.

All requests for hardware and/or
require 60 days prior written not

he

SCHEDULE 2.9-- PAGE 11

nd submit a formal

facility changes
ice to FDT.




FDT

- - Main point of contact for CSG internal and exte
customer calls regarding online software, system
software and network related issues for CSC, SMS, T
VIP and ACSR products.

- - Responsible for resolving first level data
communications, hardware and software related issue
- - Responsible for performing hardware dispatch an
- - Responsible for coordinating FDT Data Center re
to resolve second level and higher online software,
software and network related issues.

- - Responsible for notifying CSG resources and ass
required/requested to resolve second level applicat
software, Addressability, ACSR and new customer
installation related issues.

- - Responsible for providing critical situation
notifications to CSG management. Notifications to b
performed on a 7x24 basis.

- - Responsible for providing 30 minutes status not
throughout the life of all critical situations (lif
problem means the time the CSC is aware of a critic
problem until the impact to client has ceased). Thi
notification is performed on a 7x24 basis.

- - Responsible for providing sensitive account pro
notifications to CSG management.

- - Responsible for providing monthly ACD statistic
showing daily calls offered, calls answered and ave
speed of answer.

HELP DESK*UNTIL 4/1/97*

CSG

rnal - Main point of contact for all
calls and questions regarding app

VRO, problems between the hours of 7:0
through Fridays and 7:00 am - 2:0

- Responsible for coordinating

S. installation issues.

d follow-up. - Responsible for providing to

sources hardware configuration and clie

system information.
- Responsible for providing to FD

isting as of sensitive accounts.

ion - Responsible for coordinating an
and higher application software,
customer installation related iss

e

ifications

e of

al

s

blem

al reports

rage
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CSG external customer
lication data entry

0 am - 9:00 pm, Mondays
0 pm, Saturdays.

and resolving new

FDT up date client
nt location/contact

T an up to date listing
d resolving second level

addressability, and new
ues.




MEDIA SERVICES

FDT CSG
Responsible for the creation of microfiche and Responsible for providing update/
distributing the same to the customer. list for all microfiche and speci
Responsible for mailing out all customer CAD440 days prior to implementation
selects. (Tape, diskettes and cartridges) Main point of contact for all CSG
Responsible for all media conversion (Tape to calls and questions regarding inq
diskette) distributed microfiche, conversio
Responsible for processing/distributing special tap e Responsible for coordinating and
requests. customer conversions.

Responsible for labeling and entering into Roscoe
all conversion tapes received from the customer.
Responsible for providing monthly Customer Media
statistical reports showing volumes processed,
distributed and accuracy.
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current distribution
al tape mailings 14

external customer
uiries/problems with
n, and tapes.
implementing all




MVS SYSTEMS SOFTWARE

FDT CSG
Install, maintain, customize and support all Request product trials.
mainframe operating systems and associated program Assist in testing of new releases and upgrades of all
products. software.
Perform diagnostic and consulting services to the Support administration of third p arty software as agreed.
business units. Adhere to established change cont rol methodologies for
Provide product documentation for the FDT Data Cent er applications changes (INFO/MAN an d Develop Calendar).

on operational aspects of installed products.
Investigate and recommend new system software.
Maintain accurate software inventory listing.
Maintain software at vendor's supported releases.
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FDT

Maintain high network availability/stability.

Perform Network customization, monitoring and tunin
Install, customize and maintain network and network
related software products.

Problem determination and resolution of network and
network related software product issues.

Install, customize and maintain transmission softwa
products.

Problem determination and resolution of transmissio
software product issues.

Assist client with client and sub-client transmissi
software/hardware installation and support issues.
Assist in installation and support of network hardw
components (including 3172, SPC and Netlink solutio
Maintain accurate software inventory listing.

Perform Network disaster recovery planning and supp
Design and implement network direction/workload ana
Provide consulting services for software product
acquisition and evaluation.

Provide consulting services for network planning an
design.

Participate in the monitoring, tuning, capacity pla

and problem determination/resolution issues with ex
connected networks and VAN providers.

Provide debugging and problem resolution assistance
client representatives when requested.

Assist with network connectivity and access issues.
Run traces to assist in troubleshooting network and
application issues.

Research exceptions to Performance Criteria.

Create and maintain network documentation to assist
technical services and support staffs in troublesho
and providing client service.

Participate in interdepartmental education and prov
seminars on monitoring and first level debugging pr
Provide available network performance and availabil
reports as requested.

Participate in INFO management procedures to assist
problem tracking and documentation.

Participate in INFO management procedures to assist
change control tracking and documentation.

NETWORK SOFTWARE

CSG

Determine Network software requir
g. requests to FDT staff.

Test and evaluate software and ne

insure requirements are satisfied

Participate with FDT staff in mon

Use supplied monitoring tools to

re network resources.

Provide feedback to assist in cus
n efforts.

Interface with and provide first
on sub clients.

Assist sub clients with transmiss
are installation and support.
ns). Primary interface with Advantis o

problem determination and resolut
ort. Primary support for client connec
lysis. Adhere to established INFO manage

problem notification and tracking

and related issues.
d Adhere to established INFO manage

procedures in addition to the dev
nning network, transmission and related
ternal

for

the
oting

ide
ocedures.
ity

in

in
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FDT

Standards

Co-maintain data processing standards by:
Submitting additions, changes and deletes through
established FDT procedures.

Preparing and distributing an agenda for the monthl
Standards Committee meeting, consisting of all
proposals received by Quality Services by the month
cutoff date.

Chair the Standards Committee meeting.

Quiality Services will publish, either in hardcopy
format or online format, using the BookManager prod
updates approved by the Standards Committee.

STANDARDS

CSG

Standards
Co-maintain data processing stand
Submitting additions, changes and
established FDT procedures.

y Attend monthly Standards meetings
submitted to the committee

uct,
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FDT

Provide Standard INFOMAN Support.
Provide Standard Reports to support scheduled meeti
All changes are opened on FDT's INFOMAN System.

CHANGE MANAGEMENT

CSG

Submit all request for services t

ngs. all FDT Data Center Activities, i

System Software

Hardware

Network Request

Operations Requests

Security

Storage Management
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hrough INFOMAN for
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FDT
Administrative Functions
Set up userid by specific privilege classes within
business unit controls.
Store employee data for interested party access.

Problem Tracking
Collection of production identified job abend data.
Log problems regarding end users that appear to be
caused by FDT support groups:
Systems area
Security
Operations
INFOMAN
DASD management
Capacity management
performance management
Change Tracking
Allow logging of request for service from each busi
unit to support areas of FDT:
Systems area
CICS
Security
Operations
INFOMAN
DASD management
Capacity management
Performance management

INFOMAN STANDARD SUPPORT PROCESSES

CSG

ness
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MAINFRAME CONSOLE OPERATIONS

FDT CSG
Monitor system tasks Maintain list of unique business unit system tasks to
Monitor system performance be monitored
Monitor and adjust cycle progress based upon key Maintain list of key indicator jo bs and latest completion
indicator jobs defined by CSG time without impacting Performanc e Criteria
Notify FDT management and primary business unit Maintain list of contacts and pho ne numbers
contact of problems impacting Performance Criteria and Maintain Performance Criteria and key indicator expectations
key indicator jobs via account manager
Monitor system hardware Maintain escalation and notificat ion procedures
Monitor computer room environmentals Maintain job restart documentatio n and procedures
Track and act upon approved changes assigned to Provide operations with cycle run instructions
operations including IPL's Perform all CA7 scheduling functi ons for application related
Process approved special requests jobs
Perform system level control functions as required
Process batch cycle as defined in CA-7 and notify ¢ ycle
support of discrepancies/problems identified in the

process

Provide 24x7 console coverage

Monitor CAD1 transmissions during off hours
Perform off hour job restarts based on CSG provided

documentation or verbal instructions from cycle sup port
groups
Perform CA7 scheduling for non-application related jobs
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FDT

PERFORMANCE

Provide standard reports that identify changes in
workloads.

Monitor reports to ensure Performance Criteria and

key indicators are met, and recognize workload vari
Identify application/systems tuning opportunities.
Provide manpower for systems tuning when Performanc
Criteria and key indicators are not being met.

PERFORMANCE

CSG

ances.

Complete application design and m
Identify application tuning oppor
Implement application tuning chan
Identify business elements for Pe
and key indicators
Provide manpower for application
Criteria and key indicators are n
Adhere to established change cont
applications changes (INFO/MAN an
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FDT

All problems are opened on FDT's Infoman system by
FDT or CSG personnel.

FDT will respond to, update and resolve any records
assigned to FDT Data Center departments.
Performance Criteria exceptions: FDT will compile
exception information for Performance Criteria reco
FDT and CSG will negotiate accountability if necess
FDT will provide scheduled and adhoc reporting from
data on the FDT Infoman database.

FDT Problem Management Department will provide the
account manager with problem detail information fro
the Infoman database. The account manager will prov

CSG with any requested summaries, memos, post-morte

PROBLEM MANAGEMENT

CSG

All problems are opened on FDT's
or CSG personnel.

CSG will respond to, update and r
assigned to CSG departments.

CSG will ensure that any Performa

rds. assigned to them will contain acc
ary. duration information.
CSG will have access to the FDT |
data retrieval, reporting, etc.
CSG will provide problem summary
m recipient is a CSG client.
ide
ms, etc.

SCHEDULE 2.9-- PAGE 21

Infoman system by FDT

esolve any records

nce Criteria records
urate resolution and

nfoman database for

information whenever the




FDT
Maintain and follow problem flow via INFOMAN and
escalate per problem escalation procedures.
Schedule and implement production change, including
new business acquisitions.
Support operations in maintaining and verifying
production processing.
Support operations/tape library in maintaining TMS
batch processing.
Document departmental procedures
Maintain CA-7 automated scheduler jobs and paramete
for system level and operations processing.
Provide abend restart functions where requested.
Document and escalate processing problems according
escalation procedures.

PRODUCTION SCHEDULING

CSG

Add, delete and update jobs in CA
Add, delete and update all schedu
exception of the security macro.
Create change record in INFOMAN t
to security macro

Provide restart services for Cabl

to
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FDT

Upgrade or install fixes to the TOP SECRET software
Maintain TOP SECRET databases.
Install/maintain external security interfaces betwe
TOP SECRET and other software.
Maintain internal security for other software, such

CA7 (%)

NETVIEW (¥

DB2 (*)

INFOMAN (¥)

ROSCOE

QMF (*)

VMANCSG

NETSPY

NDM

TSO.
Reset passwords, suspend or resume userids for FDT
personnel.
Maintain TOP SECRET userids: create, modify, delete
Reset passwords and/or resume userids for CSG clien
and personnel on TOP SECRET
Maintain CSG client and personnel on TOP SECRET.
Maintain DSN/RESOURCE access rules under TOP SECRET
Delete datasets/aliases when user id are deleted.
SDSF system access
Interface with CSG data security administrator.
Respond to audits with respect to FDT responsibilit

DATA SECURITY

CSG
L™ Maintain internal security of oth
RMS/ESF (BUNDLE).
en TOP SECRET for RMS/ESF (clients o
delete.
as: Respond to audits with respect CS

Reset passwords and/or resume use
and personnel on TOP SECRET.
Administer all Team 35 Software s

ts

ies.
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FDT
Monitor all external tape drives for mount activity
Setup, maintain and support tape vault patterns off
disaster recovery activities.
Pull all offsite backup tapes from offsite storage
Refile all returning backup tapes from offsite stor
Refile tapes manually loaded (round reel and cartri
Refile all tapes ejected from the tape silo's throu
the day.
Enter scratch tapes, cleaning cartridges and reques
tapes into the tape silo's
Initialize new tapes both round reel and cartridge
and oneway tapes).
Clean and/or replace broken or damaged tapes with |
for inhouse and microfiche.
Retrieve and deliver all microfiche and Media Suppo
requests for CSG.
Publish monthly reports for tape utilization both a
and manual.
Monitor, clean and resolve tape drive and silo prob
Provide 24 x 7 tape coverage for CSG.
Analyze daily tape operations for possible improvem
Perform updates to TMS (ie. extend and/or expire ta
Resolve problem tickets involving tape library and
operations.

TAPE OPERATIONS

CSG

site

age.
dge).
ghout

ted input
(inhouse
/O errors
rt tape
utomated
lems.
ents.

pes).
tape

Maintain master document of what
sent offsite.
Provide written documentation whe
disaster recovery tape vaulting.
Maintain a master list of retenti
tapes created using RDS (Retentio
Provide written documentation whe
RDS file.
Use tape file stacking whenever p
Minimize tape drive allocation du
Migrate small datasets to disk wh
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SCHEDULE 2.10

CSG BATCH JOB TARGETS

See attached listing. All times listed are Mountgime.
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With the installation of the proposed Timberlinedware, CSG critical path processing should be deteg an average of two (2) hours
earlier than the completion time as of the Effexidate, provided that (a) at least thirty two

(32) Timberline transports and eight (8) ESCON cte are available for CSG processing so as talaltmcation delays, (b) the job mix &
job scheduling parameters as of the Effective Batenot significantly altered (e.g., no changeGRU resources, etc.), and (c) transac
workload levels do not increase more than ten perd®%) above activity levels as of the Effectivate. Critical path completion time me:
the end time of CAD0350, which as of the Effectidate, completes at approximately 05:00.

DEFINITION TARGET
1. Online System Updated: CADO0139 Completed by 04:30.
CCSs
2. Online System Updated: TVD0139 Completed by 04:30.
TVRO
3. Online System Updated: VID0139 Completed by 04:30.
SMS
4. File Availability: CCS This covers the CCS files available 23
availability of hours a day, from 04:30
production files for C CS. to 03:30, 98.2% of the
total month ly hours.
File availability is
measured at the
completion of CAD0139
and will encompass
downtime of CICS and
the operating system.
5. Daily Reports Sequence (CADSEQ11), In the print que by
house and work order 04:30.
(CADHWRKZ1) and convert er
(CADCPMDL1) reports
available for prin tin g
at customer's location
6. Workorders CAEWPT2 Completed by 02.00.
7. WPT Transactions CAEWPT1B & CAEWPTIC Completed by 1 1/4

hours after scheduled
beginning time.
Scheduled beginning
time is 05:30, 09:00,
12:00, 14:00, and 17:00
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DEFINITION TARGET

8. Weekly Reports CAW7000 CAW7000 completed by
17:30 on Sunday.

9. Monthly Financial A. CAM7031 A. Completed by 18:00

Reports on the 23rd of the
B. Financial Tapes month.
B. Tapes mailed within
48 hours after tape
creation, 99.9% of the
time.
10. Monthly Statistics ~ Completes the followin g CAM7062 completed by
Reports statistics reports: 19:00 on the 24th of
CPMMO0004, CPRMO0006, the month.
CPMM308 and CAM7062.
11. Online Statements -- CAD320 Completed by 05:30.
Information Available

12. Statements Available CADO0330 Completed by 09:00.

to the CSG Production
Facility

13. Daily Vantage Cycle = CAEx99 Started by 06:00.

14. weekly Vantage Cycle CAW6443 Completed by 06:00 on
Monday, unless the 21st
is a Friday.

15. Mid-month Vantage CAM7596 Started by 06:00 on

Cycle Monday, following the
first Friday of the
Month.
16. Monthly Vantage Cycle CAM7496 Started by 24:00 on the
CAM7596 24th of the month.
17. Vantage Static Tables CAM7450 Completed by 06:00 on

the 23rd of the
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DEFINITION TARGET

month.
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SCHEDULE 2.13

PERFORMANCE CRITERIA

See attached list. All times listed are Mountaiméi

SCHEDULE 2.13-- PAGE 1



"Confidential Treatment Requested and the Redaddtgdrial has been separately filed with the Corsinis"

FDT has no control or responsibility of how Applica Software and Team 35 Software uses the enviemt. Application Software, Team
35 Software, hardware at client sites, client pedi networks, use of DB2, CICS transactions anchietheduling is the responsibility of

CSG.

CATEGORY DEFINITION

1. OPERATING SYSTEM This covers the host
AVAILABILITY computer hardware and

systems software.

2. CICS AVAILABILITY This covers
availability to all
production online
regions.

PERFORMANCE REPORTED

CRITERIA BY

The operating system will be Data Center
available 24 hours a day, (Operations)
(**)% of the time, excluding

scheduled downtime.

- MAINTENANCE WINDOW EVERY
WEEKEND (02:30-04:00).

- 2 FDT INITIATED IPL'S PER

MONTH (HARDWARE/SOFTWARE).

- QUARTERLY EXTENDED OUTAGE
(03:00-07:00) 30 DAY NOTIFICATION.

- IPL'S REQUIRED FOR CSG
APPLICATION WILL BE ADDITIONAL.

The online regions willbe  Data Center
available 24 hours per day, (Operations)
(**)% of the time, excluding

scheduled downtime.

- CICS REGIONS ARE CYCLED
NIGHTLY WITH BATCH JOB CAD0127.
- A MINIMUM OF 15 MINUTES

WILL BE ASSESSED UPON

ANY UNSCHEDULED REGION CYCLE.
*CSG MUST IDENTIFY
UNSCHEDULED CICS RECYCLE
TIMELINE.
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MEASUREMENT

Report daily and
detail exceptions
monthly.

Report daily and
detail exceptions
monthly.




"Confidential Treatment Requested and the Redaddtgdrial has been separately filed with the Corsinis"

CATEGORY DEFINITION
3. HOST RESPONSE Processing time for
TIME task by the CPU.

Measure the host
response time for
production CICS
regions. Excluding
DB2.

PERFORMANCE REPORTE
CRITERIA BY

Average (**) seconds during each Data C
15 minute interval (an "Interval”) (Capac
from 06:00 to 18:00 Monday through Planni
Saturday, iT being understood that FDT

shall be permitted (**) Intervals per

calendar month to exceed this Performance
Criteria, calculated as follows:

-(**) or more Intervals exceeding an

average of(**) seconds shall be deemed to

be 1 violation of this Performance Criteria,
provided that each such Interval violation
exceeding an average of (**) seconds relates to
the same issue.

- if an issue arises that causes an Interval

to exceed an average of (**) seconds, and FDT
creates a remedy for such issue, CSG and FDT
shall confer promptly regar-ding the
implementation of such remedy. If CSG does
not permit FDT to implement the remedy, any
subsequent Interval that exceeds an average of
(**) seconds as a result of FDT not being
permitted to implement such remedy shall not be
deemed to be a violation of this Performance
Criteria.

- If one or more Intervals fails to meet this
Perfor mance Criteria due to the way in

which CSG conducts its business, such failures
shall not be deemed to be a violatiON of this
Performance Criteria.
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"Confidential Treatment Requested and the Redddtgdrial has been separately filed with the Comiois$

CATEGORY DEFINITION

4. USER RESPONSE Measure the user
TIME FOR DIRECT CONNECT  response time (host +
CLIENTS network) for clients

directly attached to

the FDT host.

5. NETWORK UPTIME Measure the network
BY CONTROLLER FOR DIRECT  availability which
CONNECT includes front end
CLIENTS processors, modems

and data circuits

for all controllers

directly connected

to the FDT host.

6. CALL The percentage number

ABANDONMENT of calls that are
RATE abandoned before they
*Until 4/01/97* answered by the Custom

Support Center.

PERFORMANCE REPORTED
CRITERIA BY

(**) seconds for 95th percentile. Data Ce
(Capaci
Plannin

(**)% availability, excluding Data Cen
scheduled downtime. (Network

The average call abandonment Data Cen
rate not to exceed (**)%. Based (CSC)

are on (**) calls offered per month.

er
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MEASUREMENT

nter  Report and detail
ty exceptions monthly.

9)

ter Report and detail
) exceptions monthly.

ter Report and detail
exceptions monthly.




CATEGORY DEFINITION

7. MEDIA SERVICES Measure the turnaround
TAPE/DISKETTE TURNAROUND  percentage of magnetic
A. SELECTS AND media items that are

SPECIALS received by Media

B. CONVERSIONS Services.

8. MEDIA SERVICES Measure the percentage
MICROFICHE TURNAROUND of microfiche items
A. DAILY shipped to clients

B. WEEKLY

C. MONTHLY

PERFORMANCE REPORTED
CRITERIA BY

(**)% of tapes and diskettes  Data Center
will be shipped to client (Media Serv
within 48 hours of receipt by

Media Services. (**)% of

conversions will be entered

into the system within 48

hours of receipt by Media

Services. Exception situations

will be handled using

commercially reasonable efforts.

a. Daily Data Center
(**)% of daily microfiche mailed (Media Serv
within 48 hours of tape receipt

by Media Services.

b. Weekly

(**)% of weekly microfiche mailed
within 72 hours of tape receipt

by Media Services.

c. Monthly

(**)% of monthly microfiche mailed
within 14 days of tape receipt

by Media Services.
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SCHEDULE 2.16.1

ADDITIONAL CSG OBLIGATIONS

1. Applications Software; Team 35 Software. CSQ halve responsibility for the integrity and perf@ante of the Applications Software and
the Team 35 Software and will cause the same todietained in accordance with the provisions of3kevices Agreement, including any
special provisions in the Operations Procedures.

2. Trained Personnel. CSG will provide approprieaeing for all new CSG employees on Software timense by or on behalf of CSG. CSG
will notify FDT promptly of any changes in authaeit users of the Software to be operated by FDT.

3. Compatible Operating Environment. If CSG obtaing services from a third party relating to theTFBervices, any Software provided by
such third party that will be operated by FDT memtform to, and be compatible with, the then curogrerating environ ment in the FDT
Data Center and must meet any applicable operatarglards relating to the FDT Services. In addit®8G shall ensure that any third party-
provided services or Software will not interferaiwiFDT's ability to provide the FDT Services heréenor increase FDT's costs associated
therewith.

4. Resource Requirements. It will be CSG's respditgito track its pro duction and resource reguients and to request any Additional

Services required beyond the existing FDT Serviakkswing a reasonable time under the circumstaf@eSDT to provide such Additional
Services in accordance with the Operations Proesdur

SCHEDULE 2.16.1-- PAGE 1



SCHEDULE 5.6

TEAM 35 SOFTWARE LICENSE AGREEMENT

See attached.
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AGREEMENT

THIS AGREEMENT (the "License Agreement") is enteneith as of December 31, 1996, by and between Bata Technologies, Inc., a
Delaware corporation ("FDT"), and CSG Systems, (fexmerly known as Cable Services Group, Inc)edaware corporation ("CSG").

WHEREAS, FDT and CSG are parties to a certain Aradrathd Restated Services Agreement dated as ofribece1, 1996 (the "Services
Agreement"), pursuant to which FDT provides, iretha, data processing services to CSG; and

WHEREAS, pursuant to the Services Agreement, tligeBgas hereafter defined) agreed to enter lislticense Agreement relating to the
use by CSG of the Team 35 Software (as hereaffared?.

NOW THEREFORE, in consideration of the premisesmnitial covenants, representations, conditionsagneements hereafter expres:
the Parties (as hereafter defined) hereto agrémlaws:

1. Definitions. As used in this License Agreeméim, following terms shall have the meanings sehfberein, and shall be equally applicable
to the singular and plural forms. Any agreementmefd to herein shall mean such agreement as ahesufplemented and modified from
time to time to the extent permitted by the apftiiegrovisions thereof.

"Affiliate" means an Entity which, directly or indictly, owns or controls, is owned or is control®dor is under common ownership or
control with another Entity. As used herein, "colitmeans the power to direct the management aftdian Entity, and "ownership" means
the beneficial ownership of the voting equity sé@s or other equivalent voting interests of theity.

"License Agreement” shall have the meaning sehfiorthe first paragraph hereof.

"Business" shall have the meaning set forth in tleatain Stock Purchase Agree ment dated as ob®c&6, 1994 between CSG Holdings,
Inc. and First Data Resources, Inc.

"Confidential Information" shall have the meanimg ®rth in

Section 5(a).

"CSG" shall have the meaning set forth in the fia@tagraph of this License Agreement.
"Dispute" shall mean any and all disputes, contreies and claims between the
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Parties arising from or in connection with this émse Agreement or the relationship of the Partieleuthis License Agreement whether
based on contract, tort, common law, equity, statggulation, order or otherwise.

"Effective Date" shall mean January 1, 1997.

"Entity" shall mean any individual, corporatiomnited liability company, partnership, joint ventuoe other form of organization or
governmental agency or authority.

"FDT" shall have the meaning set forth in the fiyatagraph of this License Agreement.

"FDR" shall mean First Data Resources, Inc.

"Party" shall mean a party to this License Agreenaem its permitted successors and assigns.
"Services Agreement” shall have the meaning séh farthe first recital to this License Agreement.

"Team 35 Software" shall mean the software commé&ntywn as "Team 35," together with any documentafibany) relating thereto as
described on

Exhibit A attached hereto and incorporated heteigether with all updates, modifications or enhamests thereto created or developed by
FDR in its ordinary course of business during grentof the Services Agreement, it being understbattFDR may not create or develop any
updates, modifications or enhancements, and thexdf®T may be unable to provide the same to CSG.

2. License Grant.
(a) FDT hereby grants to CSG a perpetual, nontesafe, nonexclusive, royalty-free license to:

(i) access the Team 35 Software pursuant to thierfacility used by CSG pursuant to the Servidgseement and modify the same for use
solely in connection with the Business; and

(i) sublicense the Team 35 Software to any Engityviding service bureau data processing servindsebalf of CSG solely for the data
processing requirements of CSG relating to thatigroiof the Business of CSG located outside ofuh#@ed States, provided that (A) such
Entity performs such services using computer systecated outside of the United States, (B) suchprder systems are owned or operated
by such Entity, (C) such Entity is reasonably atakle to FDT, it being understood that Arthur Arsdsr LLP, EDS and IBM shall be
acceptable to FDT, and (D) such Entity and CSG wbeea written sublicense agreement reasonablyfaetisy to FDT
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relating to such Entity's limited use and nondisale of the Team 35 Software.

(b) Upon the expiration or termination of the Seed Agreement for any reason, the Parties shatlbégen amendment to this License
Agreement pursuant to which the license grantegeiction 2(a)(i) shall be amended to read in itsetytas follows: "copy, modify and use
the Team 35 Software solely in connection withBlusi ness, provided that such copying, modificafiod use occurs only on computer
systems that are owned or operated by CSG, or mputer systems that are owned or operated by &ty pnbviding data processing
services to CSG, so long as (A) such Entity pam&such services using computer systems locatie ibnited States, (B) such Entity is
reasonably acceptable to FDT, it being understbatArthur Andersen LLP, EDS and IBM shall be a¢abfe to FDT, and (C) such Entity
and CSG execute a written sublicense agreemendnably satisfactory to FDT relating to such Engitymited use and nondisclosure of the
Team 35 Software".

(c) All right, title and interest in and to the Te&5 Software, other than those rights expressiptgd herein, shall remain in FDT. In no
event may CSG use the Team 35 Software (or anyfioatiibns thereto) other than in connection with Business.

3. Delivery of Team 35 Software. The Parties sbatlperate to specify the form, format, timing andtwf any delivery of the Team 35
Software to CSG or to any Entity identi fied in 8ec 2(a)(ii), if the same is required pursuantHis License Agreement, it being understood
that FDT shall provide any updates, modificationgmhancements provided by FDR to FDT within nin@g) days of FDR's implementati

of the same into production. FDT's delivery obligas set forth in this Section 3 shall terminateughe expiration or termination of the
Services Agreement.

4. Ownership (and Distribution) of Modifications {doped by CSG.

As between CSG and FDT, the parties acknowledgegrek that FDT shall own all right, title and netst in and to the Team 35 Software.
Subject to FDT's ownership rights in the Team 3fivaoe, as between FDT and CSG, CSG shall owrigdit rtitle and interest in and to all
modifications it creates to the Team 35 Softwalf®GZovenants and agrees that it shall use sucHioatitins solely in connection with the
Team 35 Software and only in connection with theiBess. CSG covenants and agrees that CSG shaliaimnahe confidentiality of such
modifications in the same manner as it treats #enT35 Software.

5. Confidentiality.

(a) Information exchanged between FDT and CSGlwretise made available by one Party to the otheoimection with this License
Agreement before or after the date hereof shatldmsidered a trade secret or confidential or petary information ("Confidential
Information”) if it has been designated as sucthis License Agreement or on the information itgeien delivered or made available, or if
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delivered orally, if a written notification of trmnfidential nature of the information is sent wnith reasonable time after the information is
transmitted. Among other things, Confidential Imf@tion shall include confidential or proprietaryamation of third parties in the
possession of one of the Parties to this Licensedgent and needed to perform obligations hereufiéam 35 Software shall in any event
be considered Confidential Information of FDT. Adehtial Information not requiring a marking shaktlude Team 35 Software and all
specifications and documentation therefor.

(b) Except as expressly authorized by prior writtensent of the disclosing Party, the receivingyPsinall:

(i) limit access to any Confidential Informatiorcedved by it to its employees, agents, represemistand consultants who have a need-to-
know in connection with this License Agreement #melobligations of the Parties hereunder;

(i) advise its employees, agents and consultaanily access to the Confidential Information of phheprietary nature thereof and of the
obligations set forth in this License Agreement;

(iii) safeguard all Confidential Information recety by it using a reasonable degree of care, buesstthan that degree of care used by the
receiving Party in safeguarding its own similaoimhation or material,

(iv) not disclose any Confidential Information raes by it to third parties; and
(v) use the Confidential Information of the otharty only for the purposes and in connection wligh license granted herein; and

(vi) upon the disclosing Party's request after @tjmn or termination of this License Agreementure promptly to the disclosing Party all
Confidential Information of the disclosing Partytive receiving Party's possession, and certifyriting to the disclosing Party its compliar
with this subsection (vi).

(c) Exceptions to Confidentiality. Notwithstanditige foregoing Section 5(a), the Parties' obligatitaspecting confidentiality under Section 5
(b) shall not apply to any particular informatioheoParty that the other Party can demonstrateds, at the time of disclosure to it, in the
public domain; (ii) after disclosure to it, is pighled or otherwise becomes part of the public dorttabugh no fault of the receiving Party;

(iii) was in the possession of the receiving Pattthe time of disclosure to it without being sulbj another confidentiality agreement; (iv)
was received after disclosure to it from a thirdtypaho had a lawful right to disclose such infotioa to it; (v) was independently developed
by the receiving Party without
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reference to Confidential Information of the fuiriisgy Party; (vi) was required to be disclosed tg sgulatory body having jurisdiction over
FDT or CSG or any of their respective clients;\i) that disclosure is necessary by reason ofljegaounting or regulatory requirements
beyond the reasonable control of the receivingyPartthe case of any disclosure pursuant to ckQ&g and (vii) above, to the extent
practical, the disclosing Party shall give priotice to the other Party of the required disclosand shall use commercially reasonable efforts
to obtain a protective order covering such disaleslf such a protective order is obtained, su¢brination shall continue to be deemed to be
Confidential Information.

(d) Except as specifically granted herein, thisehise Agreement does not confer any right, liceingerest or title in, to or under the
Confidential Information to the receiving Party amallicense is hereby granted to the receivingyP byt estoppel or otherwise under any
patent, trademark, copyright, trade secret or gih@prietary right of the disclosing Party. Titethe Confidential Information shall remain
solely in the disclosing Party.

(e) Each Party acknowledges that if it breacheaffempts to breach) its obligations under thigiBed, the other Party will suffer immedi:
and irreparable harm, it being acknowledged thgdlleemedies are inadequate. Accordingly, if a toficompetent jurisdiction should find
that a Party has breached (or attempted to bresgh3uch obligations, such Party will not opposeehtry of an appropriate order compell
performance by such Party and restraining it from farther breaches (or attempted breaches).

(f) CSG accepts full responsibility for complyingtivfederal, state and local laws, rules and reguia concerning use of privileged or
confidential third party infor mation derived framput into or output from the Team 35 Software.

6. Disclaimer of Warranties. THE TEAM 35 SOFTWARBEB THE SERVICES PROVIDED TO CSG HEREUNDER ARE PR@¥D
ON AN "AS-IS" BASIS WITHOUT ANY REPRESENTATION OR WRRANTY OF ANY KIND WHATSOEVER. CSG
ACKNOWLEDGES AND AGREES THAT NEITHER FDT NOR ANY OH'S AFFILIATES HAVE MADE ANY EXPRESS
WARRANTIES RELATING TO THE TEAM 35 SOFTWARE OR THEERVICES PROVIDED TO CSG HEREUNDER. FDT MAKES |
REPRESENTATIONS OR WARRANTIES, EXPRESS OR IMPLIEDD CSG OR ANY OTHER ENTITY, INCLUDING ANY
WARRANTIES REGARDING THE MERCHAN TABILITY, SUITABILUTY, NONINFRINGEMENT, ORIGINALITY, FITNESS FOR A
PARTICULAR PURPOSE OR OTHERWISE (IRRESPECTIVE OFARREVIOUS COURSE OF DEALINGS BETWEEN THE
PARTIES OR CUSTOM OR USAGE OF TRADE), OR RESULTS B& DERIVED FROM THE USE OF THE TEAM 35 SOFTWARE
OR THE SERVICES PROVIDED HEREUNDER.

7. Update, Maintenance and Support of Team 35 So&wFDT shall have
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no responsibility to update, maintain or suppoet Team 35 Software. The foregoing shall not be @ektm negate the obligations of FDT set
forth in
Section 4.

8. Disclaimer of Liability. NOTWITHSTANDING ANY OTHER PROVI- SION TO THE CONTRARY SET FORTH IN THISCENSE
AGREEMENT, IN NO EVENT SHALL FDT, ANY OF ITS AFFILATES, OR ANY OF THEIR RESPECTIVE DIRECTORS, OFFICER
EMPLOYEES, AGENTS OR SUBCONTRACTORS BE LIABLE UNDERNY THEORY OF TORT, CONTRACT, STRICT LIABILITY
OR OTHER LEGAL THEORY FOR ANY LOST PROFITS, LOSS OATA, EXEMPLARY, PUNITIVE, SPECIAL INCIDEN TAL,
DIRECT, INDIRECT OR CONSEQUENTIAL DAMAGES, EACH OWHICH IS HEREBY EXCLUDED BY AGREEMENT OF THE
PARTIES REGARDLESS OF WHETHER OR NOT EITHER PARTR@NY OTHER SUCH ENTITY HAS BEEN ADVISED OF THE
POSSIBILITY OF SUCH DAMAGES; PROVIDED THE FOREGOINEBXCLUSION SHALL NOT APPLY TO CONSEQUENTIAL
DAMAGES INCURRED BY CSG AS A RESULT OF THE MISAPPR®IATION OR MISUSE OF CONFIDENTIAL INFORMATION
OF CSG. THE FOREGOING REPRESENTS AN EXPRESS ALLOTGAN OF RISK BETWEEN THE PARTIES.

9. Dispute Resolution.

(a) Subject to Section 9(b), any and all Disputeside resolved in accordance with Exhibit 9(aetied hereto and incorporated herein.

(b) Notwithstanding anything to the contrary settidherein, neither Party shall be required to stilamy dispute or disagreement regarding
the interpretation of any provision of this Licensgreement, the performance by either Party of satty's obli gations under this License
Agreement or a default hereunder to the mechansetforth in

Section 9(a), if such submission would be seekgtable relief from irreparable harm.

(c) THE PARTIES CONSENT TO THE NON-EXCLUSIVE JURISDTION OF THE UNITED STATES DISTRICT COURT FOR THE
STATE OF NEBRASKA AND OF ANY NEBRASKA STATE COURTISTING IN OMAHA, NEBRASKA FOR ALL ACTIONS WHICH
MAY BE BROUGHT WITH RESPECT TO THE TERMS OF, AND BHTRANSACTIONS AND RELATIONSHIPS CONTEMPLATED
BY, THIS LICENSE AGREEMENT. THE PARTIES FURTHER CGENT TO THE JURISDICTION OF ANY STATE COURT
LOCATED WITHIN A DISTRICT WHICH ENCOMPASSES THE ASS'S OF A PARTY AGAINST WHICH A JUDGMENT HAS BEE
RENDERED, EITHER THROUGH ARBITRATION OR THROUGH LIGATION, FOR THE ENFORCEMENT OF SUCH JUDGMENT
AGAINST THE ASSETS OF SUCH PARTY.
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10. Term and Termination.

(a) This License Agreement shall be effective athefEffective Date. Notwithstanding anything te ttontrary set forth herein, this License
Agreement (and the licenses granted herein) sbatimue unless terminated pursuant to Section 10(b)

(b) This License Agreement (and the licenses gdangzein) shall terminate if CSG breaches anysofiterial obligations under this License
Agreement which breach is not substantially cur@tiwforty-five
(45) days (ten (10) days for payment defaults)aftétten notice specifying the breach is givenRyT to CSG.

(c) Upon termination of this License Agreementday reason: (i) the licenses granted to CSG smatiddiately terminate and CSG shall
cease use of the Team 35 Software; (i) CSG smafiédiately terminate all sublicenses (if any) & Tream 35 Software; (iii) CSG shall
promptly comply with the provisions of Section §{) upon the receipt of the materials identifiedSection 10(c)(iv) and shall also provide
FDT with the certifications received from each stdahsee (if any) of the Team 35 Software; (iv) CS1@ll promptly require any sublicensees
of the Team 35 Software to return all Confidenitidibrmation of FDT (and all modifications (if angglating to the Team 35 Software) and
certify in writing to CSG of such sublicensee's gliance with this subsection; and

(v) all fees (if any) due FDT hereunder shall beniediately due and payable.

11. Miscellaneous.

(a) Notice. All notices, requests, demands andratbeamunications required or permitted under théhse Agreement shall be deemed to
have been duly given and made if in writing upomgeserved either by personal delivery or by tepéeoto the Party for whom it is intended
or two business days after being deposited, postemaid, certified or registered mail, return ipteequested (or such form of mail as may
be substituted therefor by postal authoritiesyhamUnited States mail, bearing the address showlms Section 12(a) for, or such other
address as may be designated in writing hereaftsubh Party:

If to CSG: CSG Systems, Inc.
2525 N. 117th Avenue
Omaha, Nebraska 68164
Attention: President
Telecopy: (402) 431-7218

With a copy to:  CSG Systems, Inc.
2525 N. 117th Avenue
Omaha, Nebraska 68164
Attention: General Counsel
Telecopy: (402) 431-7218
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If to FDT: First Data Technologies, Inc.
6200 S. Quebec Street, Ste. 335
Englewood, Colorado 80111
Attn: President
Telecopy: (303) 488-8292

With a copy to:  First Data Corporation
2121 North 117th Avenue
Omaha, Nebraska 68164
Attention: General Counsel
Telecopy: (402) 498-4123

(b) Entire Agreement. This License Agreement ardBkhibits embody the entire agreement and undefistg of the Parties hereto with
respect to the subject matter hereof, and supeedepgor and contemporaneous agreements and staghelings relative to said subject
matter.

(c) Assignment: Binding Agreement. Either Party maagign this License Agreement to any Affiliateso€h Party upon notice to the other
Party. Either Party may: (i) transfer this Licedggreement in connection with any merger or constiah of such Party with another
corporation, provided that such Party furnishesotiver Party with notice of such transfer within {&0) business days of the public
announcement of the same; or (ii) in connectiom it sale of substantially all of the Party's &s@aclu ding the rights of a Party under this
License Agreement), provided that (a) the assigineesof shall assume all of such Party's obligatieereunder, and (b) the Party furnishes
the other Party with notice of the public announesatrof such assignment and assump tion within1®&hljusiness days of the same. Subject
to the foregoing, all provisions contained in thisense Agreement shall extend to and be bindiranupe Parties here to and their respective
permitted successors and permitted assigns.

(d) Force Majeure. No Party shall be liable for a@eyault or delay in the performance of its obligas (other than payment obligations, if
any) under this License Agreement if and to themixsuch default or delay is caused, directly diractly, by (i) fire, flood, elements of
nature or other acts of God; (ii) any outbreaksmadation of hostilities, war, riots or civil dist@rs in any country; (iii) any act or omission of
the other Party or any governmental authority; &ny labor disputes (whether or not the em ployd&siands are reasonable or within the
Party's power to satisfy); or (v) nonperfor mangealihird party (including third party vendors)amy other similar cause beyond the
reasonable control of such Party, including fatuoe fluctuations in electrical or tele communioas equipment or lines or other equipment.
In any such event, the ngrer forming Party will be excused from any furtiperformance or observance of the obliga tion sect only fo
as long as such circumstances prevail and such &amtinues to use commercially reasonable efforts
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to recommence performance or observance as squacticable.

(e) Risk of Loss. Except as otherwise providechis Eection

11(e), each Party shall be responsible for risloss of, and damage to, any equipment, softwaoth@mr materials in its possession or under
its control, subject to Section 11(d). Notwith stang anything in this License Agreement to the camyt each Party to this License Agreen
(the "Damaged Party") hereby waives any and dtitsigf recovery, claims, actions or causes of acagainst the other Party (the "Other
Party"), its Affiliates, and any of its or theirrdctors, officers, employees, agents and subcdotsafor any loss or damage that may occur to
the Damaged Party's facilities, any improvemergsato, or any building or project of which the Dayed Party's facilities are a part, or any
improvements thereon, or any personal propertyhgfiadividual or Entity therein, by reason of fiteg elements or any other cause that ¢
be insured against under the terms of standaréificeextended coverage insurance policies, regardfecause or origin, including neglige

of the Other Party, its Affiliates, or such Other®y's or its Affiliates' directors, officers, enogkes, agents or subcontractors, and both FDT
and CSG covenant that no insurer of one Partyhailll any right of subrogation against the other.

() No Third-Party Beneficiaries. Nothing contain@dhis License Agreement is intended to confesrugny individual or Entity (other than
the Parties hereto) any rights, benefits or rensedi@ny kind or character whatsoever, and no iddal or Entity shall be deemed a third-
party beneficiary under or by reason of this LieeAgreement.

(9) Severability. If any provision of this Licensgreement or the application of any such provigmany individual or Entity, or
circumstance, shall be declared judicially or by &rbitration Panel (as defined in Exhibit 9(a)b®invalid, unenforceable or void, such
decision shall not have the effect of invalidatorgsoiding the remainder of this License Agreemériiging the intent and agreement of the
Parties that this License Agreement shall be deaamezhded by modifying such provision to the extetessary to render it valid, legal and
enforceable while preserving its intent or, if smebdification is not possible, by substituting #fer another provision that is valid, legal and
enforceable so as to materially effectuate theiéZihtent.

(h) Certain Construction Rules. The section headguntained in this License Agreement are for coiarece of reference only and shall in
way define, limit, extend or describe the scopatamt of any provisions of this License Agreeméntaddition, as used in this License
Agreement, unless otherwise provided to the conteary reference to a "Section" or "Exhibit" sHa#l deemed to refer to a Section of this
License Agreement or Exhibit attached to this LeeAgreement. The recitals set forth on the fiegtepof this License Agreement are
incorporated into the body of the License Agreembentess the context clearly indicates, words usdbe
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singular include the plural, words in the pluratlide the singular and the word "including” meansltuiding but not limited to".

(i) Counterparts. This License Agreement may begbesl simultaneously in multiple counterparts, eafclvhich shall be deemed an origir
but all of which taken together shall constitute @md the same instrument.

() No Interpretation Against Drafter. Both Partlesve participated substan tially in the negotiatiod drafting of this License Agreement
each Party hereby dis claims any defense or assertiany litigation or arbitration that any ambigtherein should be construed against the
draftsman.

(k) Waiver Consent. (i) Except as expressly progtilerein, this License Agreement may not be chareénded, terminated, augmented,
rescinded or discharged (other than in accordatiiteits terms), in whole or in part, except by ating executed by the Parties hereto. No
waiver of any of the provisions or conditions afthicense Agreement or any of the rights of ayhereto shall be effective or binding
unless such waiver shall be in writing and signedhle Party claimed to have given or consentedetbeExcept to the extent that a Party
hereto may have otherwise agreed in writing, noveraby that Party of any term, condition or othesyision of this License Agreement, or
any breach thereof by any other Party shall be ddembe a waiver of any other term, conditionmvjsion or any breach thereof, or any
subsequent breach of the same term, conditionastigion by the other Party, nor shall any forbeaeaby the first Party or Parties to seek a
remedy for any noncompliance or breach by the dBaety be deemed to be a waiver by the first Rafriis, his, her or their rights and
remedies with respect to such noncompliance orchrea

(i) If either Party requires the consent or apaiaf the other Party for the taking of, or omifito take, any action under this License
Agreement, such consent or approval shall not beasonably withheld or delayed.

(I) Governing Law. This License Agreement shalhihrespects be construed in accordance with amdrged by the laws of the State of New
York, without regard to its conflict of law provsis.

(m) Survival. The provisions of Sections 4, 5, 69810 and 11
shall survive the termination of this License Agrnemt for any reason.

IN WITNESS WHEREOF, each of the Parties heretodsassed this License Agreement to be executed the afate first above written.
CSG SYSTEMS, INC. (formerly known as CABLE SER VIEEBEROUP, INC.) ("CSG")
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Signed By: /s/ John P. Pogge

John P. Pogge
Executive Vice President

FIRST DATA TECHNOLOGIES, INC. ("FDT")

Signed By: /s/ Charles T. Fote

Charles T. Fote
Print Nanme: Charles T. Fote

Title: Executive Vice President
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EXHIBIT 10.41

THIRD AMENDMENT

TO
SUBSCRIBER BILLING SERVICE AGREEMENT
BETWEEN

CSG SYSTEMS, INC.

AND
TCl CABLE MANAGEMENT CORPORATION

This Third Amendment ("Amendment") is executed ttes day of March, 1996, and is made by and betWt=:@ Systems, Inc., formerly
known as Cable Services Group, Inc., successaoiténast to First Data Resources, Inc. ("CSG") a@tlGable Management Corporation

("Buyer"). CSG and Buyer entered into a certainssuber Billing Service Agreement dated April 2992, as amended by an Amendment to

Subscriber Billing Service Agreement dated Aprill894, and a Second Amendment regarding ESP foreBtar dated March 6, 1996
(collectively, "the Agreement"), and now desirduther amend the Agreement in accordance withidhas and conditions set forth in this
Amendment. If the terms and conditions set fortthis Amendment shall be in conflict with the Agmeent, the terms and conditions of this
Agreement shall control. Upon execution of this Awthment by the parties, any subsequent referentte tAgreement between the parties
shall mean the Agreement as amended by this AmemtdiBecept as amended by this Amendment, the tarmdsconditions set forth in the
Agreement shall continue in full force and effecta@rding to their terms.

IN CONSIDERATION of the promises set forth herdd§G and Buyer agree as follows:

1. In addition to the Cable System Locations culyeeceiving the CSG Services, the Agreement ielyeamended to add the following
Cable System Location:

System Location Estimated Conversion Date Estim ated number of subscribers

Oil City, PA April 1, 1996 8,000

2. Section 8.1 of the Agreement is hereby amendadld the following to the end of the Section:

However, with respect to the Cable System Locatio@il City, PA and any other system locations atittethe Agreement and converted
subsequent to March 31, 1996, the Original Ternfl sina on December 31, 1998.

IN WITNESS WHEREOF, the parties have executed$igisond Amendment as of the day first stated above.

TCl CABLE MANAGEMENT CORPORATI ON CSG SYSTEMS, | NC.

By: /s/ JimWrknman By: /s/ Ceorge F. Haddix

Title: Director, Billing Services Title: President




EXHIBIT 10.42

FOURTH AMENDMENT

TO
SUBSCRIBER BILLING SERVICE AGREEMENT
BETWEEN

CSG SYSTEMS, INC.

AND
TCl CABLE MANAGEMENT CORPORATION

This Fourth Amendment ("Amendment") is executed #8th day of March, 1996, and is made by and Etv@SG Systems, Inc., formerly
known as Cable Services Group, Inc., successaoiténast to First Data Resources, Inc. ("CSG") a@tlGable Management Corporation
("Buyer"). CSG and Buyer entered into a certainssuber Billing Service Agreement dated April 2992, as amended by an Amendment to
Subscriber Billing Service Agreement dated Aprill894, a Second Amendment regarding ESP for Pramdated March 6, 1996, and a
Third Amendment dated March 1, 1996 (collectivétiie Agreement”), and now desire to further amdwdAgreement in accordance with
the terms and conditions set forth in this Amendmknhe terms and conditions set forth in this é&mdment shall be in conflict with the
Agreement, the terms and conditions of this Amenurskall control. Upon execution of this Amendmienthe parties, any subsequent
reference to the Agreement between the parties releain the Agreement as amended by this AmendrBgoépt as amended by this
Amendment, the terms and conditions set forth énapreement shall continue in full force and eféaxtording to their terms.

IN CONSIDERATION of the promises set forth herdd§G and Buyer agree as follows:

1. In addition to the Cable System Locations culyeeceiving the CSG Services, the Agreement ielyeamended to add the following
Cable System Location:

System Location Estimated Conversion Date Estimated number of subscribers
South San Francisco July 1, 1996 19,000
Burlingame, CA July 1, 1996 8,500

IN WITNESS WHEREOF, the parties have executed$lgisond Amendment as of the day first stated above.

TCl CABLE MANAGEMENT CORPORATI ON CSG SYSTEMs, | NC.

By: /s/ JimWrknman By: [/s/ George F. Haddix

Title: Director, Billing Services Title: Pr esi dent



EXHIBIT 10.43

FIFTH AMENDMENT

TO
SUBSCRIBER BILLING SERVICE AGREEMENT
BETWEEN

CSG SYSTEMS, INC.

AND
TCI CABLE MANAGEMENT CORPORATION

This Fifth Amendment ("Amendment") is executed B@h day of September, 1996, and is made by atwelka CSG Systems, Inc.,
formerly known as Cable Services Group, Inc., ss®oein interest to First Data Resources, Inc. GQ%nd TCI Cable Management
Corporation ("Buyer"). CSG and Buyer entered inttegtain Subscriber Billing Service Agreement d&gdil 29, 1992, as amended by an
Amendment to Subscriber Billing Service Agreemeated April 8, 1994, a Second Amendment regarding &% Primestar dated March 6,
1996, a Third Amendment dated March 1, 1996, aRduath Amendment dated March 29, 1996 (collectivélye Agreement”), and now
desire to further amend the Agreement in accordaiittethe terms and conditions set forth in this @mdment. If the terms and conditions
forth in this Amendment shall be in conflict withet Agreement, the terms and conditions of this Astneent shall control. Upon execution of
this Amendment by the parties, any subsequentaeferto the Agreement between the parties shalh tieaAgreement as amended by this
Amendment. Except as amended by this Amendmentethes and conditions set forth in the agreemeait sbntinue in full force and effect
according to their terms.

IN CONSIDERATION of the promises set forth herdd§G and Buyer agree as follows:

1. In addition to the Cable System Locations culyaeceiving the CSG Services, the Agreement iglyeamended to add the following
Cable System Location:

System Location Estimated Conversion Date Estim ated number of subscribers

Foster City, CA November 1996 9,000

IN WITNESS WHEREOF, the parties have executedFifth Amendment as of the day first stated above.

TCl CABLE MANAGEMENT CORPORATI ON CSG SYSTEMS, | NC.

By: /s/ Sundra Simons By: /s/ George F. Haddix

Title: Division Billing Coordinator Title: Presi dent



EXHIBIT 11.01
CSG SYSTEMS INTERNATIONAL, INC.
STATEMENT OF NET LOSS PER COMMON AND EQUIVALENT SHA RE

For the year ended December 31, 1996:

Weighted average common shares outstanding...... ... 24,988,244
Shares used in computation............ccceeeeee.. L gi_&)_8_8_2_4_4__
Loss before extraordinary item........ccccceee.. L $(2,476,000)
Extraordinary loss from early extinguishment of debt... (1,260,000)
NEtIOSS.ccviiiiiieiieeee e $(3,736,000)

Net loss per common and equivalent share:

Loss before extraordinary item....... ... $ (0.10)

Extraordinary loss from early extingui shment
ofdebt..cccevvivvciiiees (0.05)

Net loss per common and equivalent sha re..... $ (0.15)

For the year ended December 31, 1995 and the peawdinception (October 17, 1994) through Decen8ier1994:

1995 1994

Weighted average common shares outstanding........ 4,243,000 4,243,000
Common equivalent shares from stock options

granted during the twelve-month period prior

to the Company's initial public offering....... 251,750 251,750
Common equivalent shares attributable to:

Redeemable Convertible Series A
Preferred Stock...........coccveeeenee 17,999,998 17,999,998

Shares used in computation........................ 22,494,748 22,494,748

Loss before discontinued operations $(15,427,000) $(40,464,000)
Loss from discontinued operations................. (13,753,000) ( 239,000)

NELIOSS. veooveeeeerereereeereeseeeeseee $(19,180,000) $(40,703,000)

Net loss per common and equivalent share:
Loss before discontinued operations........ $ (069)% (1.80)
Loss from discontinued operations.......... (0.17) (0.01)

Net loss per common and equivalent share... $ (0.86)% (1.81)




EXHIBIT 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1996

STATE OR COUNTRY
SUBSIDIARY OF INCORPORATION
CSG Systems, Inc. Delaware
Bytel Limited United Kingdom



EXHIBIT 23.01
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports includedhistAnnual Report on Form 10-K, into
the Company's previously filed Registration Statenfiéle No.'s 333-10315 and 333-04286.

ARTHUR ANDERSEN LLP

Omaha, Nebraska

March 28, 199°



EXHIBIT 24.01
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that | do herebynstitute and appoint Neal C. Hansen, George F. tadadhn P. Pogge, and
David I. Brenner, and each of them individually nag true and lawful attorneys-in-fact and agenigh full power of substitution and
resubstitution, for me and in my name, place, aeddsin my capacity as a director of CSG Systertgsnational, Inc. to sign the Annual
Report on Form 10-K of CSG Systems Internatioma, for the fiscal year ended December 31, 1996 tafile such Annual Report, with all
exhibits thereto and other documents in connedtierewith, with the Securities and Exchange Comiarisgranting unto such attorneys-in-
fact and agents, and each of them individually thedt substitutes, full power and authority to am gperform each and every act and thing
requisite and necessary to be done in and abopirémises in connection with such Annual Repofullg to all intents and purposes as |
might or could do in person, hereby ratifying aoafirming all that such attorneys-in-fact and agestany of them, or their or his substitutes
or substitute, lawfully may do or cause to be doyeirtue hereof.

IN WITNESS WHEREOF, | have executed this Power tibfey this 21st day of March, 1997.

/sl Royce J. Holl and

Royce J. Holl and

/sl Bernard W Reznicek

Bernard W Rezni cek

/sl Rockwel | A. Schnabel
Rockwel | A Schnabel
/sl Frank V. Sica

Frank V. Sica



ARTICLE 5

This schedule contains summary financial infornragatracted from Form 10-K and is qualified inét#tirety by reference to such financial

statements.
MULTIPLIER: 1,000

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSET
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERREL
COMMON

OTHER SE

TOTAL LIABILITY AND EQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS
OTHER EXPENSE!
LOSS PROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME

EPS PRIMARY

EPS DILUTED

1 EPS is basic EPS as common stock equivalents &rdilative.

12 MOS
DEC 31 199
JAN 01 199
DEC 31 199

6,13¢
0
40,52:
81¢

0
48,45¢
23,75’
10,66+

114,91

44,02¢
22,50
0

0

25E
41,70¢

114,91

0
132,29°
0
74,24
20,20¢
0
4,16¢
(2,476
0
(2,476
0
(1,260
0
(3,736
(0.15)1
0



EXHIBIT 99.01

SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS UNDER TH E PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995

CERTAIN CAUTIONARY STATEMENTS AND
RISK FACTORS

CSG Systems International, Inc. and its subsidigigellectively, the Company) or their representifrom time to time may make or may
have made certain forward-looking statements, wdrathally or in writing, including without limitatin, any such statements made or to be
made in the Management's Discussion and Analydisnaincial Condition and Results of Operations aim&d in its various SEC filings or
orally in conferences or teleconferences. The Camppéashes to ensure that such statements are aecoatpby meaningful cautionary
statements, so as to ensure to the fullest extessilple the protections of the safe harbor estadudisn the Private Securities Litigation Refc
Act of 1995.

Accordingly, the forward-looking statements areliiga in their entirety by reference to and are@mpanied by the following meaningful
cautionary statements identifying certain imporfaetors that could cause actual results to diffaterially from those in such forward-
looking statements.

This list of factors is likely not exhaustive. TB®@mpany operates in a rapidly changing and evolbimgjness involving the converging
communications markets, and new risk factors Wélly emerge. Management cannot predict all ofitingortant risk factors, nor can it ass
the impact, if any, of such risk factors on the @amy's business or the extent to which any factocpmbination of factors, may cause ac
results to differ materially from those in any f@md-looking statements.

Accordingly, there can be no assurance that ford@okiing statements will be accurate indicatoréubdire actual results, and it is likely that
actual results will differ from results projectedforward-looking statements and that such diffeesrmay be material.

The Company has recorded net losses since incd@iciober 17, 1994) through December 31, 1996. & hes losses have resulted from
several factors, including amortization of intadgibssets (acquired software, client contractsraladed intangibles, and noncompete
agreements and goodwill), interest expense, staskd)employee compensation expense, and loss fsoontinued operations. Certain of
these factors will continue to affect the Compang&ults of operations in the future. While the @amy recently reported net income for the
third and fourth quarters of 1996, there can bassurance that the Company will sustain profitahifi the future.

CCS and related services are expected to provasuhstantial majority of the Company's revenudkerforeseeable future. The market for
customer management systems is characterized loyalagnges in technology and is highly competitineh respect to the need for timely
product innovations and new product introductidrii'e Company believes that its future success depgpoh continued market acceptance
of its current products, including CCS and relatetvices, and its ability to enhance its currentipcts and develop new products that adt
the increasingly complex and evolving needs oflients. In particular, the Company believes thatust respond quickly to clients' needs
additional functionality and distributed archite&tdor data processing. Development projects cdermgthy and are subject to changing
requirements, programming difficulties, and unfeessfactors which can result in delays. There @andassurance of continued market
acceptance of the Company's current products bthbaCompany will be successful in the timely depenent of product enhancements or
new products that respond to technological advaoceblanging client needs.

CSG Phoenix/TM/ is the Company's next generatigtacuer care and billing system for the convergiognmunications markets. The
Company is using technologies and development thalsare new to the Company in CSG Phoenix. litiadgd CSG Phoenix will contain
functionality that is new to the Company and wél &ffered in a variety of configurations in addititm the Company's existing service bureau
operations. Release Version 0.7 of CSG Phoenixdekgered to two customers in December 1996 fdirtgsand to facilitate their
implementation planning activities. Release Verdidh which contains additional functionality farvergence including telephony, but does
not contain certain functionality related to stadernprocessing, is scheduled to be delivered bytideof March 1997 for testing and
integration at customer sites. Release Versionwlhigh will include additional functionality origally scheduled for Release Version 1.0, is
scheduled to be delivered to customer sites isd¢itend quarter of 1997. The Company presently éxpelseta site to be installed in the third
quarter of 1997. There can be no assurance th&%l& Phoenix product will be delivered or instalkéc beta site on time, or that CSG
Phoenix will operate in an acceptable manner. Teahtiming of delivery and implementation is sedijto delay due to the variety of factors
inherent in the development a



initial implementation of a new, complex softwaystem, which in the case of CSG Phoenix, emplogisrtelogies and development tools
which are new to the Company. Implementation ie alshject to factors relating to the integratiorthef new system with the client's existing
systems. Sales and support of CSG Phoenix williredine Company to develop new capabilities. Thiara of the Company to deliver and
support the CSG Phoenix product successfully anthuecould have a material adverse effect onitiential condition and results of
operations of the Company.

Revenues from Time Warner Cable and its affiliatethpanies ("Time Warner") and revenues from Telea@anications, Inc. ("TCI") each
represent a substantial percentage of the Compamglgevenues. The Company's existing contrattt WC| for its cable television
operations, which was scheduled to expire Decel®bet 996, has been extended automatically byritsstéor one year. TCI has announced
it is developing an in-house billing system for uséts cable television operations, and the Compatpects TCI's in-house system to replace
the Company's system in the future. The Compangatagstimate when TCI's in-house billing solutioill e available or the timing of
significant conversions from the Company's systeCl's in-house billing solution. Loss of all os@nificant part of the business of either
Time Warner or TCI would have a material adver$ection the financial condition and results of @tiens of the Company.

The Company's quarterly revenues and operatindtsasay fluctuate depending on various factorduiding the timing of executed contra
and the delivery of contracted services or produhtstiming of conversions to the Company's systbynnew and existing clients, the
cancellation of the Company's services and producexisting or new clients and related conversitonsther systems, the hiring of
additional staff, new product development and othgrenses, and changes in sales commission poldeassurance can be given that
operating results will not vary due to these fast&iluctuations in quarterly operating results mesult in volatility in the market price of the
Company's Common Stock.

The Company's business is concentrated in the talehdsion industry, making the Company suscegtibla downturn in that industry. A
decrease in the number of customers served bydhg@ny's clients would result in lower revenuegtier Company. In addition, cable
television providers are consolidating, decreasiirggpotential number of buyers for the Companylpcts and services. Furthermore, there
can be no assurance that cable television provigiéirbe successful in expanding into other segmme@fithe converging communications
markets. There can be no assurance that new enindmthe cable television market will becomertigeof the Company. Any adverse
development in the cable television industry cchdsle a material adverse effect on the financiatlitaom and results of operations of the
Company.

The Company's growth strategy is based in largeqrathe continuing convergence and growth of ditdectelevision, Direct Broadcast
Satellite (DBS), telecommunications, and on-lineviees markets. If these markets fail to conveggew more slowly than anticipated, or if
providers in the converging markets do not acdepiQompany's products and services, there coutdrbaterial adverse effect on the
financial condition and results of operations @& €ompany.

The market for the Company's products and senickighly competitive. The Company directly comgetéth both independent providers
products and services and in-house systems devkmpexisting and potential clients. Many of then@many's current and potential
competitors have significantly greater financialrieting, technical, and other competitive resositban the Company, and many are alre
operating internationally. There can be no asswamat the Company will be able to compete sucabgsfith its existing competitors or
with new competitors.

The Company is expanding into new products, sesyi@ed markets, which is placing demands on itsagemal and operational resources.
The inability to manage growth could have a matexitverse effect on the financial condition andilssof operations of the Company.

Substantially all of the Company's revenues ar&veléifrom the sale of services or products undetremts with its clients. The Company
does not have the option to extend unilaterallycibrgracts upon expiration of their terms. The Canys contracts typically do not require
clients to make any minimum purchases, and corstieret cancelable by clients under certain conditidhe failure of clients to renew or to
fully use any contracts, or the cancellation oftcacts, could have a material adverse effect oiCtirapany's financial condition and results
of operations



The Company's future success depends in larg@pdite continued service of its key managemergssaroduct development, and
operational personnel. The Company is particuldelgendent on its executive officers. Only two afsth executive officers are parties to
employment agreements with the Company, and thgrements are terminable by them upon 30 daysEedthe Company believes that its
future success also depends on its ability toctttrad retain highly skilled technical, managemad marketing personnel, including, in
particular, additional personnel in the areas séagch and development and technical support. Ciitiopefor qualified personnel is intense.
The Company may not be successful in attractingrataining the personnel it requires, which cowddra material adverse effect on the
financial condition and results of operations & @ompany.

The Company relies on a combination of trade seardtcopyright laws, nondisclosure agreementspéimet contractual and technical
measures to protect its proprietary rights in itsdpicts. There can be no assurance that thesesfmesiwill be adequate to protect its
proprietary rights. Although the Company believest fits intellectual property rights do not infrangpon the proprietary rights of third
parties, there can be no assurance that thirdepasiil not assert infringement claims against@uenpany or the Company's clients.

The Company's business strategy includes a significommitment to the marketing of its products sedices internationally, and the
Company has begun to acquire and establish opesatigiside of the U.S. The Company is subject taireinherent risks associated with
operating internationally. Risks include productelepment to meet local requirements, difficuliiestaffing and management, reliance on
independent distributors or strategic alliancenga, fluctuations in foreign currency exchangesatompliance with foreign regulatory
requirements, variability of foreign economic cdiatis, changing restrictions imposed by U.S. exfaws, and competition from U.S.-based
companies which have established internationalatfmers. There can be no assurance that the Compliipe able to manage successfully
the risks related to selling its products and swin international markets. The inability to mg@#hese risks successfully would have a
material adverse

effect on the financial condition and results oémions of the Company.
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