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ITEM 1. BUSINESS
GENERAL

CSG Systems International, Inc. (the "Company"@8G") was formed in October 1994 and acquiredfat® outstanding stock of CSG
Systems, Inc. (formerly Cable Services Group, Ifroin First Data Corporation ("FDC") in Novemberd¥dd(the "Acquisition”). CSG
Systems, Inc. had been a subsidiary or divisioRRE from 1982 until the Acquisition.

The Company's principal executive offices are ledait 7887 East Belleview, Suite 1000, Englewoado@do 80111, and the telephone
number at that address is (303) 796-2850. The Coy'ppaommon stock is listed on the Nasdaq Natibtaket under the symbol "CSGS".

COMPANY OVERVIEW

The Company is a leading provider of customer aackbilling solutions for cable television and dirbroadcast satellite ("DBS") providers,
and also serves on-line services and telecommimmnsaproviders. The Company's products and serénable its clients to focus on their
core businesses, improve customer service, and metemarkets and operate more efficiently. The gamy offers its clients a full suite of
processing and related services, and software @fdgsional services which automate customer aatébling functions. These functions
include set-up and activation of customer accowgaties support, order processing, invoice caladaproduction and mailing, management
reporting, and customer analysis for target manketfihe Company's products and services combinestiadility and high volume
transaction processing capabilities of a mainframagorm with the flexibility of client/server ardlcture. The Company generated revent
$171.8 million in 1997 compared to $132.3 millionli996, an increase of 29.9%, and revenue greveam@ound annual growth rate of
27.0% over the three year period ended December9®L7,.

The Company has established a leading presencevajoging strategic relationships with major papats in the cable television and DBS
industries, and derived approximately three-quartéiits revenues in 1997 from the U.S. cable tsiem industry. The Company's U.S.
clients include six of the ten largest cable ted@n service providers, four Regional Bell Opemgi®ompanies ("RBOCs") for video services,
two DBS service providers, and an lome services company. During 1997, the Companivddrapproximately 77% of its total revenues fi
processing and related services. At December 37,Be Company was servicing client sites havimgggregate of 21.1 million customers
in the U.S., compared to 19.2 million customersised as of December 31, 1996. The Company hasamstto convert a significant numt
of additional customers to its customer care atith@isystems. From January 1, 1998 through FeprR8r 1998, the Company converted .
processed approximately 1.6 million additional oostrs on its systems.

The convergence of communications markets and gigpadmpetition are increasing the complexity anst o managing the interaction
between communications service providers and thestomers. Customer care and billing systems coateliall aspects of the customer's
interaction with a service provider, from initiatsup and activation, to service activity monitgrithrough billing and accounts receivable
management. The growing complexity of communicaiservices and the manner in which they are package priced, has created
increased demand for customer care and billingeaystwhich deliver enhanced flexibility and funcadity. Because of the significant level
technological expertise and capital resources redud develop and implement such systems sucdlyssfie majority of cable television,
DBS, and wireless service providers have electeditsource customer care and billing.

The Company entered into a 15-year contract (tl&& ‘Tontract") with a Tele- Communications, Inc. CIT) affiliate during the third quarter
of 1997. Subject to performance of the Companyligations, the contract provides for:

(i) the Company to be TCl's exclusive provider o$tomer care and billing solutions for analog aigital cable television, on-line services,
wireline residential telephony, and print and nsailvices; and (ii) minimum financial commitmentsT@l based on a minimum of 13.0
million TCI cable television customers, of whichpapximately 4 million were on the Company's systaior to the execution of the TCI
Contract.



The Company expanded its operations internatiotlatlyugh the acquisition of Bytel Limited ("Bytelif) June 1996. Bytel, established in
1992, is the leading provider of customer carelgitidg solutions in the United Kingdom to provideof combined cable television and
telephony (business and residential) services.|Bgtwes a total of approximately 1 million custasj@pproximately 75% of whom receive
multiple services. During 1997, the Company deri9e& of its total revenues from international sest

GROWTH STRATEGY
The Company's growth strategy is designed to peokedenue and profit growth. The key elements efstihategy include:

Expand Core Processing Business. The Company evitirtue to leverage its investment and expertidggh-volume transaction processing
to expand its processing business. The processisigdss provides highly predictable recurring rexssnthrough multi-year contracts with a
client base which includes leading communicati@rsise providers in growing markets. The Comparyeased the number of customers
processed on its systems from 16.4 million as afdbeber 31, 1994 to 21.1 million as of Decemberl3®,7, with approximately 11 million
additional customers under contract to be conveithd Company's approach to customer care anddibifovides a full suite of products &
services which combines the reliability and higlunee transaction processing capabilities of a nmamé platform with the flexibility of
client/server architecture.

Introduce New Products and Services. The Compaswlsignificant installed client base to whichahcsell additional value-added products
and services. Through the introduction of new ¢lEarver software applications, including Advan€dtomer Service Representative(TM)
("ACSR"(TM)), Enhanced Statement Presentation(TMESP"(TM)) and CSG VantagePoint(TM), the Company ingreased its annual
revenue per customer from $5.30 in 1994 to $7.78877. The Company will continue to develop sofevapplications, which will enhance
and extend the functionality of its customer care killing solution and also provide additional eewe opportunities.

Enter New Markets. As communications markets cagethe Company's products and services can &eildfficient entry into new markets
by existing or new clients. For example, as thdectddevision providers expand into on-line sersiemd telephony, the Company will
continue to offer the customer care and billingiSohs necessary to meet their needs. The Comgsoyeeks to identify other industries,
such as utilities, that with modifications to theripany's existing technology, could be served byGbmpany's customer care and billing
solutions.

Enhance Growth Through Focused Acquisitions. The@my follows a disciplined approach to acquiretsand businesses which provide
the technology and technical personnel to expdéd@eCompany's product development efforts, proem®plementary products or services,
or provide access to new markets or clients.

Continue Technology Leadership. The Company bedidghat its technology in customer care and bilsotutions gives communications
service providers a competitive advantage. The Gmylp continuing investment in research and devedoy is designed to position the
Company to meet the growing and evolving needistiag and potential clients.

Pursue International Opportunities. The Companieibes that privatization and deregulation in in&ional markets presents new
opportunities for customer care and billing prov&dén the United Kingdom, Bytel is the leading yider of customer care and billing
solutions to providers of combined cable televisaol telephony (business and residential) servides Company expects to complete major
project enhancements to Bytel's customer care @limjlsystem in 1998, including UNIX/Oracle platfo conversion and internationalizati

to accommodate various currencies, postal codestarequirements. The Company intends to maheptoduct in European and other
international markets.



CSG SERVICES AND PRODUCTS

The Company serves the converging communicatiomketsathrough processing and related servicesr@affa a service bureau
environment) and software products and professiserafices.

Processing and Related Services
The Company's primary processing and related sss\pcoducts are as follows:

Communications Control System and Related Prod@ammunications Control System(TM) ("CCS" (TM))ustomer care and billing
system used primarily by clients in the cable tsien and DBS industries. The primary purpose oBG€to provide the Company's clients
with a complete set of customer management andmation services, including enroliment of new custos, event ordering, scheduling of
on-site installations and repairs, customer sersiggort, and billing. Designed for high volumensaction processing, CCS is offered as a
service bureau application, with clients accesgititrough a telecommunications network via terrtsra personal computers at the clients'
location. The Company maintains all records arebfibr its clients and performs statement procgssnmd invoice mailing in conjunction wi
the other services. The Company provides a widetyaof ancillary services to its clients, suchsasvice activation, pay-per-view, and
archival of data. The CCS system offers flexibleorting capabilities and interfaces with all majendors so clients can utilize pay-paew,
automated number identification and audio respaongts. For the years ended December 31, 1995, E8651997, the Company generated
84.7%, 77.3%, and 76.7%, respectively, of its teaknues from CCS and related services and saftpraducts.

Financial Services. The Company offers a compraherset of processing- related financial servieeg.( credit card processing, electronic
funds transfer, automated refund check procesaimg) electronic lockbox service) designed to improperational efficiencies by saving
employee time and improving a client's cash flow.

Statement Printing and Mailing. The Company prosigiatement printing and mailing services for &ltCCS clients. The Company also
provides specialized printing and mailing for ctienot on the Company's customer care and billistesns. The Company's statement
processing center handles multiple billing cyclasdil clients and, during the year ended Decer8tied 997 printed and mailed in excess of
21 million pieces per month on average. The Compudfeys its clients a number of marketing servisased on information contained in the
client's CCS customer database, including insesigdeand printing, direct mailing, and data dowdbased to support market research.

Enhanced Statement Presentation. ESP enablesdlieciistomize all aspects of their billing statateecreate a unique identity, and build a
stronger relationship with the customer. ESP ematlients to send specialized messages or coupon®athly bills, depending on buying
patterns, payment histories, and other customaifapmformation.

Software Products and Professional Services
The Company's currently available software prodirstkide the following:

Advanced Customer Service Representative and detatelules. ACSR is a client/server, front end ®@CS product that employs a
graphical user interface. ACSR features includasiamizable reference library, e-mail, a news binlleoard, and pull-down items and an
icon toolbar that makes navigation easy. ACSR nma local area network at the client's serviceezemwhich is connected to the CCS
mainframe. Customer Interaction Tracking (TM) ("QITM)) is an add-on module to ACSR which allows touser service representatives,
using a relational database management systemactoand recall automatically all interaction amthaty with customers. ACSR provides
clients with an integrated solution for billing asérvicing telephony and dime services customers independently or in cortjanavith othel
business lines.

CSG Vantage. CSG Vantage(TM) is a software prodset! in conjunction with CCS. Data is maintainedi®syCompany in a specially
designed database which is updated daily from @Ii€nts are provided with an ad hoc query and apgtool that runs on local personal
computers to access detailed information storéderdatabase allowing clients to analyze operatidestify trends, and target markets.

CSG VantagePoint. CSG VantagePoint is the Compaaygsmarketing and management warehouse prodich wan be licensed for use at
the client's own facility. The database structalitates the analysis and identifications of deenographic, psychographic and transactional
parameters of the client data. The



product offers a modular approach, enabling a plenio select the applications most appropriaté$dandividual situation.

CSG.web. CSG.web(TM) provides clients with a sesMgld Wide Web ("WWW") interactive interface fdwdir 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 incampet into the client's web site, running on its webver, which is connected to the CCS
mainframe.

SMS. Bytel's SMS product provides a full range asibess support software solutions for the calidwitgon and telecommunications
industries, primarily in the United Kingdom. Theoduct's functionality includes customer care, fiagf, provisioning and activation, cable
service activation, collections, equipment inveptaall record processing, rating, dispatch, treutfiikets, call record mediation, billing, fault
management, sales and marketing, and managementimgpBytel expects to complete major projectamements to its SMS system in
1998, including year 2000 compliance, UNIX/Oradatform conversion, internationalization to accongfate various currencies, postal
codes, and tax requirements.

Professional Services. The Company offers professigervices to address the needs of clients threpgcialized services such as technical
consulting, custom application development, businescess definition, project management, decisigport systems, training, and software
and systems integration. The Company supportstsliarimplementing the Company's solutions and kesatlients to take advantage of the
full range of functionality offered by the Compasiproducts and services.

SOFTWARE MAINTENANCE AND SUPPORT

The Company provides maintenance services on &b sbftware products. Maintenance fees are tylgibased upon a percentage of the
software license fee paid by the customer. Virjuall new software customers purchase maintenagrsices. Maintenance services are
typically sold for multi-year periods in conjunatiovith the software license. Maintenance servigpgéally consist of enhancements and
updates to the software products, as well as telepblupport concerning the operation of the program

SOFTWARE PRODUCTS IN DEVELOPMENT
The following software products are in developmemd not currently available:

Acquisition of SUMMITrak Assets. In September 198idd contemporaneously with the effectivenessefliil Contract, the Company
acquired certain SUMMITrak (TM) assets, a client/se, open systems, imeuse customer care and billing system in developnide assel
purchased consisted primarily of software, hardwassembled workforce and intellectual propertye Tdtal purchase price was
approximately $159 million, with approximately $168llion allocated to purchased research and devedmt ("R&D") and the remaining
amount allocated to long-lived assets. PurchaseD Represents R&D of software technologies which hadreached technological
feasibility as of the acquisition date, and hadtiwer alternative future use. Purchased R&D wasgelthto operations in the fourth quarter of
1997.

The Company intends to continue the developmenedhin software technologies acquired from TCI eatelgrate such technologies into its
current products. The Company is currently develgieveral additional products using the SUMMITnakt-generation, open system
technologies to increase the functionality of CTBese products use a modern architecture withoaktdatabases, UNIX servers, object-
oriented logic, and graphical user interfaces, amedexpected to be sold as optional add-on softe@rgonents to CCS, and include CSG
Dispatch(TM), CSG TechNet(TM), Interactive Voicedpense Services ("IVR"(TM)), and Closed Loop Inwent CSG Dispatch provides
automated work order routing and technician assegrirand provides the dispatcher with a geograpifitcrination system (GIS)-based
method for monitoring and reassigning work ordarsdighout the day. CSG
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TechNet is an optional add-on component to CSGdispthat provides two-way data communicationfiéotéchnician in the field, allowing
the technician to close work orders, send and veaaiessages, and perform other functions. IVR 8esvallows customers to make pay-per-
view orders and perform other transactions ovetdlephone by interacting with an IVR. Closed Ldopentory provides a method for
tracking client equipment in the field, primarilyet set top boxes that are used in the field formanication services. The Company expects
to complete these products by the end of 1998 arlgd £999.

Usage Handling System. The Usage Handling Systeid$"(TM)) is a highly scalable, highly configurabtgting component that allows
usage events such as telephone calls and dataatimmevents to be rated and billed via CCS.

CSG Phoenix. The Company is developing CSG PhoENix(a customer care and billing system which ws#zree-tier client/server
architecture, composed of the graphical user iatexfthe business logic, and the database. CSGiRhmes an open systems approach
including a UNIX operating system, C and C++ progmaing languages, APIs, and object-oriented desigalysis, and implementation. See
"Management's Discussion and Analysis of Finarn€idition and Results of Operations--Non-Recur@igrges.”

CLIENTS

The Company's business is concentrated in thewdt&in the cable television, DBS and on-line segegiindustries. Based on 1997 revenues,
all of the Company's largest clients are cablevisien providers except Echostar (DBS) and Prodigyices Company (dime services), ar
all of such clients are in the U.S. except Televesst Bell Cable Media. The Company's largest didatsed on 1997 revenues are listed
below in alphabetical order:

Bell Cable Media Prodigy Servic es Company
Century Communications Corporation TCl and TCI Sa tellite Entertainment,
Comcast Corporation Inc.
Echostar Telewest
Falcon Cable TV Time Warner

US West Media Group

During the years ended December 31, 1995, 1996189d, revenues from TCI represented approxim&®I9%, 25.9% and 32.9% of total
revenues, and revenues from Time Warner Cabletaradfiliated companies ("Time Warner") represerdgpgroximately 27.9%, 22.9% and
20.1% of total revenues, respectively. The Comgeag/separate processing agreements with multifiliates of Time Warner and provides
products and services to them under separatelytiaégmand executed contracts.

CLIENT AND PRODUCT SUPPORT

The Company's clients typically rely on CSG for oimg support and training needs relating to the gamy's products. The Company has a
multi-level support environment for its clients. The Camys Product Support Center operates 24 hourg,as€daen days a week. Clients |
an 800 number and through an automated voice respamit, direct their calls to the specific prodsgpport representative who can answer
their question. In addition, each client has a cleid account manager. This professional helpstsliesolve strategic and business issues.
The Company has a fufime training staff and conducts ongoing trainiegsons both in the field and at its training facilocated in Omabh:
Nebraska

SALES AND MARKETING

The Company has assembled a direct sales andssiglpsrt organization. The market for the Compapsoslucts 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 for new revenues and renewal of egigtimtracts within an account. Account managersapported by direct sales and sales
support personnel who are experienced in the veuipoaducts and services that the Company provides.

FDC DATA PROCESSING FACILITY

The Company outsources to FDC data processingadaigd services required for operation of the Cgs$esn. The Company's proprietary
software is run in FDC's facility to obtain the eesary mainframe computer capacity and supporowitmaking the substantial capital
investment that would be necessary for the Compaipyovide this service internally. The Companyisnts are connected to the FDC
facility through a combination of private and contoially provided networks. FDC provides the sergite the Company pursuant to a five
year agreement which is scheduled to expire DeceBihe2001. The Company believes it could obtaita g@ocessing services frc
alternative sources, if necessary.

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 maintaining its ctitiygeposition in the marketplace.

The Company's total R & D expense, excluding pwsetleR & D, was $14.3 million, $20.2 million, and2$2 million for the years ended
December 31, 1995, 1996, and 1997, or 14.8%, 158®13.2% of total revenues, respectively. Seenddament's Discussion and Analysis
of Financial Condition and Results of Operations."

COMPETITION

The market for customer care and billing systembénconverging communications industries is higtdynpetitive. The Company competes
with both independent providers and in-house dgea®of customer management systems. The Compéiaydseits most significant
competitors are USCS International, Inc. ("USCE&Ipcinnati Bell Information Systems ("CBIS"), anglouse systems. As the Company
enters additional market segments, it expects towrter additional competitors. Some of the Comfsaagtual and potential competitors
have substantially greater financial, marketing twthnological resources than the Company.

The Company believes that the principal competitaators in its markets include time to marketxittdity and architecture of the system,
breadth of product features, product quality, congtoservice and support, quality of R & D efforidgprice.

PROPRIETARY RIGHTS AND LICENSES

The Company relies on a combination of trade seenetl copyright laws, patents, license agreemeatsdisclosure and other contractual
provisions, and technical measures to protectrapnetary rights. The Company distributes its prctd under service and software license
agreements which typically grant clients non-exgkisicenses to use the products. Use of the soétweoducts is restricted and subject to
terms and conditions prohibiting unauthorized relpition or transfer of the software products. Tlhen@any also seeks to protect the source
code of its software as a trade secret and asyaigbped work. Despite these precautions, therebeano assurance that misappropriation of
the Company's software products and technologynailloccur. The Company also incorporates via §esror reselling arrangements a
variety of third party technology and software prot that provide specialized functionality withii® own products and services. Although
the Company believes that its product and seniiggings conform with such arrangements and damfdhge upon the intellectual property
rights of the other parties to such arrangements other third parties, there can be no assurthrateany third parties will not assert
contractual or infringement claims against the Canyp

EMPLOYEES

As of December 31, 1997, the Company had a tota)1f1 employees, an increase of 249 from Deceihel996. The Company's success
is dependent upon its ability to attract and retpialified employees. None of the Company's emm@syre subject to a collective bargaining
agreement. The Company believes that its relatiotisits employees are good.
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ITEM 2. PROPERTIES

The Company leases five facilities, totaling apjmately 123,000 square feet in Denver, Coloradosaamtunding communities. The
Company utilizes these facilities primarily for ¢drporate headquarters, (ii) sales and markettigies, (iii) business offices for its
professional consultants, and (iv) certain R & Ehéties. The leases for these facilities expiréhia years 1998 through 2004.

The Company leases four facilities, totaling apprately 191,000 square feet in Omaha, Nebraskbydimg a lease entered into subsequent
to December 31, 1997. The Company utilizes thesétfas primarily for (i) client services and pract support, (ii) systems and programn
activities,

(iii) R & D activities, (iv) statement productiomd mailing, and (v) general and administrative fions. The leases for these facilities expire
in the years 1998 through 2007.

The Company leases office space totaling 12,80arsdfeet in Slough, Berkshire, in the United Kingdfor its U. K. operations. The lease
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 edltbrases as they terminate. See Note 9 to the Qopisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.

ITEM 3. LEGAL PROCEEDINGS

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 allegationsrardds to vigorously defend the lawsuit at alpsts The trial is currently scheduled to
commence in July 1998.

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 cort8ultavith outside counsel, the Company is not prdge party to any material pending
or threatened legal proceedings except as furttseribed above.

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

A special meeting of the stockholders of the Corgpaas held on December 16, 1997. At that meetimg stockholders were asked to
approve an amendment to the Company's Stock IveeRtan (the "1996 Plan"), as adopted by the Boar8eptember 3, 1997, which would
increase the number of shares of Common Stockablailinder the 1996 Plan from 2,400,000 share®@0400 shares. 17,950,626 votes
were cast for the amendment, 3,291,713 were caststgt, and there were 74,486 abstentions.

*kk

Executive Officers of the Registrant

The present executive officers of the Company a¥alIC. Hansen (Chairman of the Board and Chief &kez Officer), John P. Pogge
(President and Chief Operating Officer), Greg Arkea(Vice President and Chief Financial Officendd_arry G. Fendley (Executive Vice
President, Product Delivery Services). Informationcerning such executive officers appears indhewving paragraphs:

Mr. Hansen, 57, is a co-founder of the Companylaasibeen the Chairman of the Board and Chief ExecQifficer and a director of the
Company since its inception in 1994. From 1991ldotinding the Company, Mr. Hansen served as auitarg to several software
companies, including FDC. From 1989 to 1991, Mms&n was a General Partner of Hansen, Haddix asolcfses, a partnership which
provided advisory management services to suppiessftware products and services. From 1985 t®1BB. Hansen was Chairman and
Chief Executive Officer of US WEST Applied Commuations, Inc., and President of US WEST Data Systénosip.

Mr. Pogge, 44, joined the Company in 1995 and bagesl as President, Chief Operating Officer andtectbr of the Company since
September 1997. Prior to that time, Mr. Pogge waBxecutive Vice President of the Company and Gdidanager, Business Units. From
1992 to 1995, Mr. Pogge was Vice President, Cotpdd@velopment for US WEST, Inc. From 1987 to 1994, Pogge served as Vice
President and General Counsel of Applied Commuioiesat Inc. Mr. Pogge holds a J.D. degree from @reig University School of Law and
a BBA in Finance from the University of Houston..Nfogge and Mr. Parker are brothers-in-law.

Mr. Parker, 39, assumed his current position orlApr1997, upon the retirement of David |. Brenrtee Company's former Executive Vice
President and Chief Financial Officer. Mr. Parl@ngd the Company in July 1995 as Vice Presidéngriee. Previously, Mr. Parker was
with Banc One for thirteen years and was Chief i Officer for Banc One in Houston and San Amoir. Parker received a BBA in
Business Administration from the University of lowa1980. Mr. Pogge and Mr. Parker are brot-in-law.



Mr. Fendley, 56, was named Executive Vice Presidéroduct Delivery Services in December 1996. Fmdley joined the Company in
April 1996 as Executive Vice President of Systempg@tions. From 1985 to 1996 Mr. Fendley held waridomestic and international
executive positions with Citibank. Mr. Fendley ezdrhis Ph.D. and MSE degrees in Industrial Engingeat Arizona State University, and
his Bachelor of Science in Industrial Engineeribhd@exas Technological University.
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Company's Common Stock is listed on the Nadmpnal Market ("NASDAQ/NMS™) under the symbol "GS". The following table
sets forth, for the fiscal quarters indicated, ltlgh and low sale prices of the Company's Commogksas reported by NASDAQ/NMS since
the Company's Initial Public Offering on FebruaB; 2996.

1996 HIGH LOW
First quarter........ccocoeeeieeineeesieeeee. ... $25-1/2  $20-1/2
Second qQUArer..........ccoviveeeeriiiiiieeee ... 37-1/4 32-3/8
Third quarter..........ccocoveeeeiiiiiee s L. 26-1/4 19-1/2
Fourth quarter........ccccceeeevv e ... 21-3/8 14-3/8
1997 HIGH LOW
First quarter.........cooeevvveeeiveeecineenen. ... $20-1/4 $15-
Second quarter..........ooeecvvvviieieeeeneenn. ... 31- 14-3/4
Third quarter..........ccocoveeeiiiiiiee s ... 40-1/4 22-
Fourth quarter..........ccoceeeiiiiieiiiie. ... 49-3/4 30-5/8

On March 16, 1998, the last sale price of the CamsaCommon Stock as reported by NASDAQ/NMS was #3per share. On January 31,
1998, the number of holders of record of CommorciSteas 253.

DIVIDENDS

The Company has not declared or paid cash dividends Common Stock since its incorporation. Tleen@any's debt agreement contains
restrictions on the payment of dividends. See "M@anaent's Discussion and Analysis of Financial Ciordiand Results of Operations" and
Note 6 to the Company's Consolidated FinanciakS&tants
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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 "Predeae$sThe selected financial data presented belwukl be read in conjunction with, anc
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.

PREDECESSOR (1) COMPANY (1) (2)
11 MONTHS ONE MONTH
YEAR ENDED ENDED ENDED YEAR ENDED DECEMBER 31,
DECEMBER 31, NOVEMBER 30, DECEMBER 31,
1993 1994 1994 1995 1996 1997
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)
STATEMENTS OF OPERATIONS
DATA:
Revenues:
Processing and related
Services.............. $75,578  $76,081 $ 7,757 $ 96,343 $113,422 $ 131,399
Software license and
maintenance fees...... -- -- - 57 14,736 26,880
Professional services.. -- - - 4 4,139 13,525
Total revenues....... 75,578 76,081 7,757 96,404 132,297 171,804
Expenses:

Cost of revenues:
Cost of processing and

related services:

Direct costs.......... 34,503 34,977 3,647 46,670 52,027 58,259
Amortization of

acquired software

[ P 2 - 917 11,000 11,003 10,596
Amortization of

client contracts and

related intangibles

() PR 1,518 1,594 341 4,092 4,092 4,293

Total cost of
processing and

related services.... 36,023 36,571 4,905 61,762 67,122 73,148
Cost of software

license and

maintenance fees...... -- -- - -- 5,040 9,787

Cost of professional

services.............. -- -- - -- 2,083 7,047
Total cost of

revenues............ 36,023 36,571 4,905 61,762 74,245 89,982
Gross margin............ 39,555 39,510 2,852 34,642 58,052 81,822

Operating expenses:

Research and

development:

Research and

development........... 5,591 7,680 1,044 14,278 20,206 22,586
Charge for purchased

research and

development (1) (5)... - - 40,953
Impairment of

capitalized software

development costs

(S PP - - - - 11,737

Selling and marketing.. 2,012 3,054 293 3,770 8,213 10,198
General and

administrative:

General and

administrative........ 11,431 9,461 3,073 11,406 13,702 19,385
Amortization of

goodwill and other

intangibles (1)....... 1,052 826 547 5,680 6,392 6,927
Impairment of

intangible assets

(7). - - - - - 4,707
Stock-based employee

compensation (1)...... - - - 841 3,570 449
Depreciation........... 3,847 3,520 433 5,687 5,121 6,884

- -~ 105,484




Total operating
expenses............ 23,933 24,541

Other income (expense):

Interest expense....... (1,941) (1,067)
Interest income........ 205 227
Other........co.e.... -- --

Total other.......... (1,736) (840)

Income (loss) before
income taxes,
extraordinary item and
discontinued

operations............. 13,886 14,129
Income tax (provision)

e, (5,539)  (5,519)

Income (loss) before

extraordinary item and

discontinued

operations............. 8,347 8,610
Extraordinary loss from

early extinguishment

of debt (3) (5)

Income (loss) from

continuing operations.. 8,347 8,610
Discontinued operations
(4):

Loss from operations...
Gain (loss) from
disposition

Total gain (loss)
from discontinued
operations

Net income (loss)....... $8,347 $8,610

Net loss per common

share (basic and

diluted) (8):

Loss attributable to common stockholders.........
Extraordinary loss from early extinguishment of

46,343 41,662 57,204 188,357

(43,491) (7,020) 848 (106,535)

(769) (9,070) (4,168) (5,324)
39 663 844 1,294
- - - 349

(730) (8,407) (3,324) (3.,681)

(44,221) (15,427) (2,476) (110,216)
3,757 -

(40,464) (15,427) (2,476) (110,216)

- —~  (1,260) (577)

(40,464) (15,427) (3,736) (110,793)

(239) (3,093) -

- (660) - 7,922

(239) (3,753) - 7,922

$(40,703) $(19,180) $ (3,736) $ (102,871)

$ (15.75) $ (551)% (14)$ (432

- - (.06)  (.02)
(09) (1.09)  -- 31

$ (1584) $ (6.60)$ (200$ (4.03)

2,587,500 3,450,415 21,872,860 25,497,033

(footnotes appear on the following page)

11



PREDECESSOR (1) COMPANY (1) (2)

11 MONTHS ONE MONTH
YEAR ENDED ENDED ENDED YEAR ENDED DECEMBER 31,
DECEMBER 31, NOVEMBER 30, DECEMBER 31, -----------mmmmemmmmeeee
1993 1994 1994 1995 1996 1997

IN THOUSANDS)
OTHER DATA (AT PERIOD

END):

Number of clients’

customers processed... 15,410 16,347 16,435 17,975 19,212 21,146
BALANCE SHEET DATA (AT

PERIOD END):

Cash and cash

equivalents........... $ 61 $ 22 $ 6,650 $ 3,603 $ 6,134 $ 20,417
Working capital........ 7,570 8,356 4,681 2,359 4,430 3,518
Total assets (5)...... 64,298 65,695 130,160 105,553 114,910 179,793
Long-term obligations

(3) (B)eeeeuivraannn 16,375 10,438 95,000 85,068 32,500 135,000
Redeemable convertible

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

Stockholders' equity
(deficit) (1) (3) (5)
(S PP 35,980 43,031 (40,429) (61,988) 41,964 (33,086)

(1) The Company was formed in October 1994 andieedj@all of the outstanding shares of CSG Systénas, formerly Cable Services
Group, Inc., from FDC on November 30, 1994 (theddisition"). The Company did not have any subst@ntiperations prior to the
Acquisition. The Acquisition was accounted for gsuachase and the Company's Consolidated FinaBtiééments (the "Consolidated
Financial Statements") since the date of the Adtijoiisare presented on the new basis of accouestaplished for the purchased assets and
liabilities. The Company incurred certain acqusiti related charges as a result of the Acquisifltrese acquisition-related charges included
an immediate charge of $40.9 million as of the Asifjon date for purchased research and developarahtecurring, periodic amortization
of acquired software, client contracts and relawahgibles, noncompete agreement and goodwill, sameck-based employee compensation.
(2) On June 28, 1996, the Company acquired ath®butstanding shares of Bytel. The acquisition ac®unted for using the purchase
method of accounting.

(3) The Company completed an initial public offerifilPO") of its Common Stock in March 1996. Thengmany sold 3,335,000 shares of
Common Stock resulting in net proceeds to the Comypé $44.8 million. Such proceeds were used taydpng-term debt of $40.3 million
and to pay accrued dividends of $4.5 million on &sdable Convertible Preferred Stock ("PreferrediSjoAs of the closing of the IPO, all
of the Preferred Stock was automatically conveiriéal 17,999,998 shares of Common Stock. The Companwyred an extraordinary loss of
$1.3 million for the write- off of deferred finamg costs attributable to the portion of the loregat debt repaid.

(4) Contemporaneously with the Acquisition, the @amy purchased from FDC all of the outstandingteaptock of Anasazi Inc.
("Anasazi"). On August 31, 1995, the Company cotggle substantial divestiture of Anasazi, resuliimthe Company owning less than 2
of Anasazi. In September 1997, the Company soleitsining ownership interest in Anasazi for $8ibiom in cash. The Company
accounted for its ownership in Anasazi as discoetihoperations after its acquisition in 1994.

(5) In September 1997, the Company purchased ne®taMMITrak assets from TCI and entered into the TGntract. The total purchase
price for the assets was approximately $159 millig#06.0 million of which was paid in cash at cggiwith approximately $105 million
allocated to purchased research and developmemtivatremaining amount allocated to long-lived esssgee Note 4 to the Consolidated
Financial Statements for a description of the bedant the purchase price. The purchased reseatctenelopment was charged to operations
in the fourth quarter of 1997. The Company finantterlasset acquisition with a $150.0 million temadit facility (the "Term Credit

Facility"), of which $27.5 million was used to metithe Company's previously outstanding debt, tieguin an extraordinary loss of $.6
million for the write-off of deferred financing cizsattributable to such debt.

(6) During the fourth quarter of 1997, the Compeagorded a non-recurring charge of $11.7 millionetduce certain CSG Phoenix assets to
their net realizable value as of December 31, 1997.

(7) During the fourth quarter of 1997, the Compeaagorded a non-recurring charge of $4.7 milliontfar impairment of certain intangible
assets related to software systems which the Coyngbezided to no longer market and support.

(8) Net loss per common share and the shares ngkd per share computation have been computelednaisis described in Note 2 to the
Consolidated Financial Statements.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
GENERAL

Acquisition of CSG Systems, Inc. The Company wamsé in October 1994 and acquired all of the ontditay stock of CSG Systems, Inc.
(formerly Cable Services Group, Inc.) from FDC inveémber 1994 (the "Acquisition"). CSG Systems, hrad been a subsidiary or division
of FDC from 1982 until the Acquisition. The Compaagquired CSG Systems, Inc. for approximately $hlion in cash and accounted for
the Acquisition using the purchase method of actingnSee Note 3 to the Consolidated Financialegtants for additional discussion.

Public Offering. The Company completed the IPO iarth 1996. The Company sold 3,335,000 shares om@onStock at a price of $15 per
share, resulting in net proceeds to the Compasr, déducting the underwriting discount and offgraxpenses, of approximately $44.8
million. The net proceeds from the IPO were usepay long-term debt of $40.3 million and to pagraed dividends of $4.5 million on
Preferred Stock. As of the closing of the IPO oéllhe 8,999,999 outstanding shares of PreferredkStiere automatically converted into
17,999,998 shares of Common Stock and all accrivedetids were paid. See Notes 5 and 6 to the Cmladet Financial Statements for
additional information regarding the Company's emefd Stock and long-term debt.

Acquisition of Bytel Limited. On June 28, 1996, tiempany acquired all of the outstanding sharéytél for $3.1 million in cash and
assumption of certain liabilities of $1.6 milliofhe acquisition was accounted for using the purehasthod of accounting. The cost in ex:
of the fair value of the net tangible assets aeguaf $4.2 million was allocated to goodwill and&ing amortized over seven years on a
straight-line basis. The Consolidated Financiate3teents include Bytel's results of operations stheeacquisition date. Bytel, established in
1992, is the leading provider of customer carelgitihg solutions in the United Kingdom to provideof combined cable television and
telephony (business and residential) services.

Acquisition of SUMMITrak Assets and TCI Contraat. $eptember 1997, the Company purchased certainNBDMKk assets from TCI and
entered into the TCI Contract. The Company comgléte accounting for these transactions in thetfioguarter of 1997. The total purchase
price was approximately $159 million, with approzitely $105 million allocated to purchased researahdevelopment ("R&D") and the
remaining amount allocated to long-lived assetsclifased R&D represents R&D of software technologikigh had not reached
technological feasibility as of the acquisition&laind had no other alternative future use. PuechB&D was charged to operations in the
fourth quarter of 1997. The Company financed th&/8UTrak asset acquisition with the Term Credit Higj of which $27.5 million was
used to retire the Company's previously outstandetftyf. See Notes 4 and 6 to the Consolidated Fala®tatements for additional
information regarding the SUMMITrak asset acquisitand the related financing.

The Company intends to continue the developmenédain software technologies acquired from TCI emelgrate such technologies into its
current products. The Company is currently develggieveral additional products using the SUMMITmakt-generation, open system
technologies to increase the functionality of CTBese products use a modern architecture withioakltdatabases, UNIX servers, object-
oriented logic, and graphical user interfaces, amedexpected to be sold as optional add-on softe@monents to CCS, and include CSG
Dispatch, CSG TechNet, IVR Services, and Closedlagentory. CSG Dispatch provides automated wodeorouting and technician
assignment and provides the dispatcher with a gebigg information system (GIS)-based method for iteoimg and reassigning work orders
throughout the day. CSG TechNet is an optional@ddomponent to CSG Dispatch that provides two-get communications to the
technician in the field, allowing the technicianclose work orders, send and receive messagepexfaim other functions. IVR Services
allows customers to make pay-per-view orders amfbpe other transactions over the telephone byraating with an IVR. Closed Loop
Inventory provides a method for tracking client ipguent in the field, primarily the set top boxeatthre used in the field for communication
services. The Company expects to complete theskigi®by the end of 1998 and early 1999.
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OVERVIEW

The Company. The Company is a leading provideustamer care and billing solutions for cable tedmn and direct broadcast satellite
providers, and also serves on-line services aegdeimunications providers. The Company's produadssarvices enable its clients to focus
on their core businesses, improve customer serai@eenter new markets and operate more efficiehtlg Company offers its clients a full
suite of processing and related services, and aoétand professional services which automate cuestoare and billing functions. These
functions include set-up and activation of custoamrounts, sales support, order processing, invaitmilation, production and mailing,
management reporting, and customer analysis fgetanarketing. The Company's products and serciossine the reliability and high
volume transaction processing capabilities of anfinaine platform with the flexibility of client/seev architecture.

Revenues. The Company's revenues are derived alhycfrom processing and related services, whigresented 99.9%, 85.8% and 76.5%
of the Company's total revenues for the years ebdm@mber 31, 1995, 1996 and 1997, respectively fesult of the expected conversions
in 1998 of TCl's and other clients' customers dh&oCompany's customer care and billing systemCtirapany expects processing and
related services as a percentage of total revanue398 to increase when compared to 1997. Prawpssid related services consist of
processing fees, ancillary services and certaitoauiged print and mail services. Processing feegyguically billed based on the number of a
client's customers serviced, ancillary servicestgrally billed on a per transaction basis, andtomized print and mail services are bille

a usage basis. Typically, the Company signs mefltiryprocessing contracts with its clients whictiude provisions for annual price
increases, and many of which include financial mimins. The Company's processing and related serieederived principally from its C(
product and services ancillary to CCS.

The Company passes through to its clients theafgsbstage and the cost of communication lines beitnclient sites and the mainframe data
processing facility. Such reimbursements of costratted against the expense and are not includedal revenues.

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 seffwaducts and professional services. The softparéucts include, among others,
ACSR, ACSR Telephony, CSG Vantage, and CSG VantEgeRevenue from these software products ancepsidnal services, including
revenue from the acquired software products aradeelservices of Bytel, were $.1 million, $18.9limil, and $40.4 million, or .1%, 14.2%
and 23.5% of total revenues, for the years endextbber 31, 1995, 1996 and 1997, respectively. Soéywroducts and professional services
as a percentage of total revenues in 1998 are tagaxrdecrease when compared to 1997, due totheaised percentage of revenues
expected to be generated from processing and dedateices in 1998, as discussed above. The Conljganges its software products under
both perpetual and multi-year term licenses. Sessiliess" for additional discussion of the Compapsdslucts and services.

Cost of Revenues. Direct costs for processing afadad services consist primarily of: (i) the salaand benefits of employees involved in
certain systems and programming, client and prosiugport, and statement production;

(i) the cost of data processing; and (iii) statetrand envelope costs. The Company's data progessinices for CCS are provided by FDC
under a five- year agreement which expires Dece®bgeP001. The cost of such services provided b e based on usage and/or actual
costs and were $16.9 million, $19.6 million and £1®illion for the years ended December 31, 199861and 1997, respectively. The
amortization of acquired software, client contramts related intangibles relates primarily to amation of assets acquired in the Acquisit
The acquired software was fully amortized in Novemb997.

The cost of software license and maintenance feesists primarily of the salaries and benefitshef $ystems and programming employees
supporting the Company's software products. Theafqsrofessional services consists primarily af falaries and benefits of the employees
performing such services.
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Operating Expenses. R&D expense consists primafitiie salaries and benefits of the employees wabin internal software and product
development. Software and product development ¢@ats increased significantly as resources have égded to develop new software
products and enhance existing products.

Selling and marketing expense consists primarilthefsalaries, commissions, and benefits of thoggayees involved in sales and marke
activities, as well as travel, convention, and atisiag expenses.

General and administrative expense consists piliynafrthe salaries and benefits of management dnurastrative personnel and general
office administration expense. Amortization of nompete agreements and goodwill consists primafignoortization of assets acquired in
the Acquisition. Stock-based employee compensakpense relates to purchases of the Company's CorStook by executive officers and
key employees in 1994 and 1995, prior to the CompdRO. See Notes 3 and 11 of the Consolidatedn€ial Statements for additional
discussion of these items.

Income Taxes. Although the Company has incurredasses for the years ended 1995, 1996, and 188 Campany has paid U.S. income
taxes for each of these years and expects to pagdJingdom income taxes for 1997, due primardydifferences in the timing of
recognition of the amortization of intangible asdet financial reporting and tax purposes. Fobine tax purposes, the amortization of the
intangible assets related to the Acquisition arddirarge for purchased research and developmaiddb the SUMMITrak asset acquisiti
are principally deductible over 15 years on a ghtline basis. Based on its current projections,Gompany expects to pay U.S. income
taxes for 1998.

At December 31, 1997, the Company concluded thaadt more likely than not that certain of the Compsadeferred tax assets would be
realized. Accordingly, the Company has recognizedtadeferred tax asset of $7.4 million. The Conydzeas recorded a valuation allowance
of approximately $61.3 million against the remagiret deferred tax assets since realization okthasre benefits is not sufficiently assured
as of December 31, 1997. The Company intends tiyznthe realizability of the net deferred tax &ss# each future quarterly reporting
period. The current quarterly results of operati@sswell as the Company's projected results ofatipas, will determine the required
valuation allowance at the end of each quartereBas its current projections of operating resiats1 998, the Company expects to realize
additional deferred tax assets in 1998. As a rethdtCompany does not expect income tax expems988 to be significant.

ACQUISITION CHARGES

Acquisition Charges. As a result of the Acquisititme Company has recorded recurring, periodic imaion of acquired software, client
contracts and related intangibles, noncompete aggeg goodwill and stock- based employee compestsétiollectively, the "Acquisition
Charges"). The Acquisition Charges totaled $21ani $24.4 million, and $20.7 million, for the ges ended December 31, 1995, 1996 and
1997, respectively. See Notes 3 and 11 to the didased Financial Statements for additional infotima regarding the Acquisition and the
Acquisition Charges.

Discontinued Operations. Contemporaneously withAtbguisition, the Company purchased from FDC alihef outstanding shares of Anas
for $6.0 million cash. Anasazi provides centrakrgation systems and services for the hospitafity teavel industries. The Company
accounted for its ownership in Anasazi as discomtihoperations after its acquisition in 1994. Omgéat 31, 1995, the Company completed a
substantial divestiture of Anasazi, resulting ia @ompany owning less than 20% of Anasazi. As alttehe $3.1 million loss from
discontinued operations included in the Compar§35sifinancial statements consists of the net losédsasazi from January 1 to August
1995. Anasazi's results of operations subsequeltigoist 31, 1995 are not included in the Comparmggslts of operations as the Company
accounted for its investment in Anasazi under tist method subsequent to August 31, 1995. In Sde®®97, the Company sold its
remaining interest in Anasazi for $8.6 million iash. The loss of $.7 million in August 1995 anddhe of $7.9 million in September 1997
relate to the Company's substantial and then @iisglosition of its ownership interest in Anasazde®ote 10 to the Consolidated Financial
Statements for additional information regarding #am.
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NON-RECURRING CHARGES

Charge for Purchased Research and Developmenndpiime fourth quarter of 1997, the Company recoaledarge of $105.5 million related
primarily to the portion of the SUMMITrak asset asjtion purchase price allocated to purchasedarebeand development related to
software technologies which had not reached tedgidl feasibility and had no other alternativaufetuse as of the acquisition date. See
Note 4 to the Consolidated Financial Statementadatitional discussiot

Impairment of Capitalized Software Development €oBuring the fourth quarter of 1997, the Compawgorded a charge of $11.7 million
related to certain CSG Phoenix assets. After timsideration of multiple factors and events, comssprimarily of an increase in demand for
the Company's outsourced processing services awvibpsly announced delays in the delivery of CS@drix, such assets were reduced to
their estimated net realizable value as of DecerBbel997. The charge primarily includes previouslpitalized internal development costs
and purchased software incorporated into the piodine Company intends to continue its developroé@SG Phoenix. See Notes 2 and 13
to the Consolidated Financial Statements for aolditi discussion.

Impairment of Intangible Assets. During the fougtharter of 1997, the Company recorded a chargd.@fillion for the impairment of
certain intangible assets related to software systehich the Company has decided to no longer mark support. This impairment charge
relates principally to the Company's CableMAX prod€ableMAX is a personal computer-based custonaragement system targeted at
smaller cable systems of 2,500 customers or lessn®the fourth quarter of 1997, the Company dedidot to invest the resources neces
to make the software year 2000 compliant, resultirtpe impairment of the CableMAX intangible ass&ee Note 2 to the Consolidated
Financial Statements for additional discussion.

Extraordinary Loss From Early Extinguishment Of Deb September 1997, the Company retired its anotihg bank indebtedness of $27.5
million in conjunction with obtaining financing fahe SUMMITrak asset acquisition. Upon repaymerthefoutstanding debt, the Company
recorded an extraordinary loss of $.6 million foe tvrite-off of deferred financing costs. In Mart®96, the Company recorded an
extraordinary charge of $1.3 million for the writé-of deferred financing costs related to repaynwd$40.3 million of long-term debt with
proceeds from the IPO. See Note 6 to the Conselibdinancial Statements for additional discussion.

ADJUSTED RESULTS OF OPERATIONS

Impact of Acquisition Charges and Non-recurring rglea on Earnings. As discussed above, the Compasinhurred Acquisition Charges
and non+ecurring charges in each of the last three y@dms.total of these charges was $25.4 million, $25illion and $135.3 million for th
years ended December 31, 1995, 1996 and 1997 ctaghe. The Company's adjusted results of openatiexcluding these items is showr
the following table. In addition to the exclusiohtbese expenses from the calculation, the adjustadts of operations were computed using
an effective income tax rate of 38.0%, and outstapdhares on a diluted basis.

FOR THE YEAR ENDED DECEMBER 31,
1995 1996 1997
(IN THOUSANDS, EX CEPT PER SHARE AMOUNTS)
Adjusted Results of Operations:
Operating income................ $14,593 $25,194 $36,131
Income before income taxes...... 6,186 21,870 32,450
Net income..........ccccceenne 3,835 13,559 20,119
Earnings per diluted common
share.......ccccovveeeennns .18 .54 77
Weighted average diluted common
shares......cccccceevvveneenne 21,533 25,294 26,069
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RESULTS OF OPERATIONS

The following table sets forth certain financiataland the percentage of total revenues of the @agnfor the periods indicated. The results
of Bytel's operations since its acquisition on JA8g1996 are included in the following table andsidered in the discussion of the
Company's operations that follows:

TWELVE MONTHS EN

1995
% OF
AMOUNT REVENUE AMOUN
(DOLLARS IN

Revenues:

Processing and related

Services.............. $96,343 99.9% $113,4
Software license and

maintenance fees...... 57 1 147
Professional services.. 4 - 4,1
Total revenues....... 96,404 100.0 132,2
Expenses:

Cost of revenues:
Cost of processing and
related services:
Direct costs.......... 46,670 48.4 52,0
Amortization of
acquired software.... 11,000 114 11,0
Amortization of
client contracts and
related
intangibles.......... 4,092 42 4,0
Total cost of
processing and
related services.... 61,762 64.0 67,1
Cost of software
license and
maintenance fees...... -- -- 5,0
Cost of professional
Services.............. -- -- 2,0

Total cost of

revenues 74,2

Gross margin........... 34,642 36.0 58,0
Operating expenses:

Research and

development:

Research and

development.......... 14,278 14.8 20,2
Charge for purchased

research and

development.......... - - -
Impairment of

capitalized software

development costs.... - - -
Selling and marketing.. 3,770 3.9 8,2
General and

administrative:
General and

administrative........ 11,406 11.8 13,7
Amortization of

noncompete agreements

and goodwill.......... 5680 59 6,3
Impairment of

intangible assets..... - - -
Stock-based employee

compensation 35
Depreciation... 51
Total operating
expenses............ 41,662 432 57,2
Operating income
(10SS)..ccvveieinenn (7,020) (7.2) 8

DED DECEMBER 31,

1996 1997

% OF % OF
T REVENUE AMOUNT REVENUE

THOUSANDS)

22 85.8% $ 131,399 76.5%

36 11.1 26,880 15.6
39 3.1 13525 7.9

27 39.3 58,259 33.9

03 83 10,59 6.2

22 50.7 73,148 42.6

06 153 22,586 13.2

- - 105,484 61.4

- - 11,737 6.8
13 6.2 10,198 5.9

02 10.4 19,385 11.3

92 48 6,927 4.0
- - 4,707 2.7

70 2.7 449 3
21 39 6,884 4.0



Other income (expense):

Interest expense....... (9,070) (9.4) (4.1
Interest income........ 663 7 8
Other......cccccvvunes -- -- -

Total other.......... (8,407) (8.7) (3,3

Loss before income

taxes, extraordinary

item and discontinued
operations............. (15,427) (15.9) (2,4
Income tax provision... - - -

Loss before
extraordinary item and
discontinued
operations............. (15,427) (15.9) (2,4
Extraordinary loss from
early extinguishment

Loss from continuing
operations............. (15,427) (15.9) (3,7

Discontinued operations:
Loss from operations... (3,093) (3.2) -
Gain (loss) from

disposition........... (660) (.7) -

Total gain (loss)
from discontinued
operations.......... (3,753) (3.9) -

Net [0SS................ $(19,180) (19.8)% $ (3,7

17

68) (3.1) (5,324) (3.1)
44 6 1294 7
- 349 2

76) (1.9) (110,216) (64.2)

60) (9) (577) (3)




TWELVE MONTHS ENDED DECEMBER 31, 1997 COMPARED TO THE TWELVE MONTHS ENDED
DECEMBER 31, 1996

Revenues. Total revenues increased $39.5 millioR9®%, to $171.8 million in 1997, from $132.3 lioih in 1996, due primarily to
increased revenues from the Company's processihgetated services, as well as increased revemoesdoftware and related product sales
and professional consulting services.

Revenues from processing and related servicesasede$18.0 million, or 15.8%, to $131.4 millionli®97, from $113.4 million in 1996, due
primarily to an increase in the number of custonodéithe Company's clients which were serviced leyGlompany and increased revenue per
customer. Customers serviced as of December 3%, 4199 1996 were 21.1 million and 19.2 million, redvely, an increase of 10.1%. The
increase in the number of customers serviced wagpdmarily to internal customer growth experienbgdexisting clients and the addition of
new clients. Revenue per customer increased dped® increases included in client contracts awndeiased usage of ancillary services by
existing clients.

Revenues from software and related product saldparfessional consulting services increased $2ill®n, or 114.1%, to $40.4 million in
1997, from $18.9 million in 1996. This increaseates to the introduction of the Company's new safénwproducts, primarily ACSR and CSG
VantagePoint, and professional consulting seniicesrly 1996 with continued expansion throughd®86.and 1997, and the inclusion of
revenues from Bytel's operations for all of 199feweas six months of revenues for Bytel were iredifthr 1996.

Amortization of Acquired Software. Amortization afquired software decreased $.4 million, or 3. 410.6 million in 1997, from $11.0
million in 1996, due primarily to acquired softwdrem the Acquisition becoming fully amortized sNmvember 30, 1997. See Note 3 to
Consolidated Financial Statements for additionstua$sion of the Acquisition and its impact on opens.

Amortization of Client Contracts and Related Intiates. Amortization of client contracts and relabethngibles increased $.2 million, or
4.9%, to $4.3 million in 1997, from $4.1 million ¥996 due primarily to amortization from the TClr@@ct executed in September 1997.

Gross Margin. Gross margin increased $23.7 millam0.9%, to $81.8 million in 1997, from $58.1 kiih in 1996, due primarily to revenue
growth. The gross margin as a percentage of tetarues increased to 47.6% in 1997, compared 88681 1996. The increase in the gross
margin as a percentage of total revenues is dugapiy to: (i) a favorable change in revenue mixathincluded more higher-margined
software products; (ii) the increase in revenuesenthe overall amount of amortization of acquissdtware and the amortization of client
contracts and related intangibles remained relgteenstant; and (iii) the increase in processing eelated services revenue per customer
while controlling the cost of delivering such sees.

Research and Development Expense. Research andpieeat expense increased $2.4 million, or 11.8822.6 million in 1997, from

$20.2 million in 1996. As a percentage of totalarewes, R&D expense decreased to 13.2% in 1997 ¥608% in 1996. The Company
capitalized software development costs, relatemhamily to CSG Phoenix, of approximately $9.7 mifliduring 1997, which consisted of $8.4
million of internal development costs and $1.3 ioiilof purchased software. The Company capital&stivare development costs, related
primarily to CSG Phoenix, ACSR Telephony and CS@GtdgePoint, of approximately $3.1 million in 199@ich consisted of $2.5 million

of internal development costs and $.6 million ofghased software. As a result, total R&D expendgu(i.e., the total R&D costs expensed,
plus the capitalized internal development costsL97 and 1996 were $31.0 million, or 18.0% oakoévenues, and $22.7 million, or 17.2%
of total revenues, respectively. The overall inseeilm R&D expenditures is due primarily to contidudforts on several products which are in
development and enhancements of the Company'snexmiducts. The increased R&D expenditures copsisarily of increases in salari
benefits and other programming-related expenses.

Selling and Marketing Expense. Selling and markgérpense increased $2.0 million, or 24.2%, to $iflllion in 1997, from $8.2 million i
1996. As a percentage of total revenues, sellingnaarketing expense decreased to 5.9% in 1997, a@dgo 6.2% in 1996. The increase in
expense is due primarily to continued
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growth of the Company's direct sales force througli®96 and most of 1997. The Company began bgildinew direct sales force in mid-
1995 and continued to expand its sales force tedithing its present level as of the end of 1997.

General and Administrative Expense. General andrasirative ("G&A") expense increased $5.7 millia,41.5%, to $19.4 million in 1997,
from $13.7 million in 1996. As a percentage of koéwenues, G&A expense increased to 11.3% in 188 10.4% in 1996. The increase in
expense relates primarily to: (i) the continuedasgion of the Company's management team and reldtathistrative staff, added through
1996 and 1997, to support the Company's overalitra(ii) an increase in facility costs to suppeniployee growth, including the cost of
relocating the Company's corporate headquartéijseXpenses of $.7 million related to the closefghe TCI Contract and the SUMMITrak
asset purchase agreement; and (iv) the inclusi@g@ expenses from Bytel's operations for all 08TZ9whereas six months of G&A
expenses for Bytel were included for 1996.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodmaheased $.5 million, or 8.4¢
to $6.9 million in 1997, from $6.4 million in 199%he increase in expense relates to amortizatigoodlwill from the Bytel acquisition and
amortization of an additional noncompete agreeraratuted in April 1996.

Stock-Based Employee Compensation. During 19951884, the Company sold Common Stock to executifiees and key employees
pursuant to performance stock agreements and edaleferred compensation of $5.8 million relateth&sse purchases. Prior to the
completion of the IPO, the deferred compensatios m&ing recognized as stock-based employee contemsapense on a straight-line
basis from the time the shares were purchasedghrblovember 30, 2001, as the shares became vestéddras date. Upon completion of 1
IPO, shares owned by certain executive officetthefCompany became fully vested. In addition, theting for the remaining performance
stock shares decreased to 20.0% annually oveea/éar period. As a result, approximately $3.2ionllof stock-based employee
compensation expense was recorded when the IP@amgsleted in March 1996. Amortization of the stobksed deferred compensation
subsequent to 1997 will be approximately $.3 millger year. See Note 11 to the Consolidated FinhStatements for additional discussion.

Depreciation Expense. Depreciation expense incte®s8 million, or 34.4%, to $6.9 million in 1997om $5.1 million in 1996, with the
increase attributed to capital expenditures througti996 and 1997 in support of the overall groeftthe Company.

Operating income (loss). Operating loss was $106llfn for 1997, compared to operating income & fillion for 1996. The change
between years relates primarily to the non-recgrainarges recorded in the fourth quarter of 199'discussed above.

Interest Expense. Interest expense increased $llidnmor 27.7%, to $5.3 million in 1997, from $million in 1996, with the increase
attributable primarily to new debt incurred undee Term Credit Facility. This increase was pasialffset by the effects of: (i) scheduled
principal payments on the Company's long-term d@hpthe retirement of $40.3 million of long- terdebt with the proceeds from the IPO in
March 1996; and (iii) a decrease in the Compamyereést rate spread on LIBOR, as a result of thagamy favorably amending its long-term
credit facility in April 1996.

TWELVE MONTHS ENDED DECEMBER 31, 1996 COMPARED TO THE TWELVE MONTHS ENDED
DECEMBER 31, 1995

Revenues. Total revenues increased $35.9 millioB7 2%, to $132.3 million in 1996, from $96.4 naili in 1995, due primarily to increased
revenues from the Company's processing and resatetites, as well as increased revenues from satarad related product sales and
professional consulting services.

Revenues from processing and related servicesasede$17.1 million, or 17.7%, to $113.4 millionli®96, from $96.3 million in 1995, due
primarily to an increase in the number of custonoéithe Company's clients
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which were serviced by the Company and increaseshree per customer. Customers serviced as of Deare®ih 1996 and 1995 were 19.2
million and 18.0 million, respectively, an increade5.9%. The increase in the number of customendged was due primarily to internal
customer growth experienced by existing clients tliedaddition of new clients. Revenue per custamaeased due to annual price increases
included in client contracts and increased usagmoillary services by existing clients.

Revenue from the Company's new software produtisdaced in early 1996, primarily ACSR and CSG \&getPoint, and professional
services, as well as revenue from the softwareymtsdand related services of Bytel for six month&996, were $18.9 million in 1996
compared to $.1 million in 1995.

Gross Margin. Gross margin increased $23.5 mill@r§7.6%, to $58.1 million in 1996, from $34.6 kiih in 1995, due primarily to revenue
growth. The gross margin as a percentage of tet@rues increased to 43.9% in 1996, compared @8@ih 1995. The increase in the gross
margin as a percentage of total revenues is dugapiy to: (i) a favorable change in revenue mixiathincluded more higher-margined
software products; (ii) the increase in revenuesenthe overall amount of amortization of acquissdtware and the amortization of client
contracts and related intangibles remained relgteenstant; and (iii) the increase in processing eelated services revenue per customer
while controlling the cost of delivering such sees.

Research and Development Expense. Research andupleeat expense increased $5.9 million, or 41.54200.2 million in 1996, from
$14.3 million in 1995. As a percentage of totaleewes, R&D expense increased to 15.3% in 1996 8% in 1995. The Company
capitalized software development costs, relatesgnily to CSG Phoenix, ACSR Telephony and CSG MgeRaint, of approximately $3.1
million in 1996, which consisted of $2.5 million iwfternal development costs and $.6 million of ased software. No software
development costs were capitalized during 1995a Aessult, total R&D expenditures (i.e., the tot&lRcosts expensed, plus the capitalized
internal development costs) for 1996 were $22.Tionil or 17.2% of total revenues. The overall imse in R&D expenditures is due
primarily to continued efforts on several produetsich are in development and enhancements of tinep@ay's existing products. The
increased R&D expenditures consist primarily of@ases in salaries, benefits, and other programneilaged expenses.

Selling and Marketing Expense. Selling and markeé@rpense increased $4.4 million, or 117.9%, t@ dllion in 1996, from $3.8 million i
1995. As a percentage of total revenues, sellingnaarketing expense increased to 6.2% in 1996, B@% in 1995. The increase in expense
is due primarily to a realignment of the Comparsgkes force. Subsequent to the Acquisition, a ankisl portion of the previous sales force
was terminated during the three months ended Mat¢h 995, and senior management focused on salesnibilities in 1995. The

Company began building a new direct sales foreeidt1995 and continued to expand its sales forqautfhout 1996.

General and Administrative Expense. G&A expenseegmed $2.3 million, or 20.1%, to $13.7 millionli®96, from $11.4 million in 1995.
The increase in expense relates primarily to theeldpment of the Company's management team aredated administrative staff added
during 1996 and 1995 to support the Company's d¢roid a percentage of total revenues, G&A expersesdised to 10.4% in 1996, from
11.8% in 1995.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodmgheased $.7 million, or
12.5%, to $6.4 million in 1996, from $5.7 million 1995. The increase in expense relates to amiotizef goodwill from the Bytel
acquisition and amortization of an additional nanpete agreement acquired in April 1996.

Stock-Based Employee Compensation. Stoaked employee compensation expense for the yedesl ®ecember 31, 1996 and 1995, of !
million and $.8 million, respectively, relates torphases of the Company's Common Stock by execotiieers and key employees. The
increase between years relates to the acceleragtihg for certain employees effective as of tlwsiclg of the IPO in March 1996, as
discussed above.
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Depreciation Expense. Depreciation expense dedéaéanmillion, or 10.0%, to $5.1 million in 1996pMm $5.7 million in 1995, with the
decrease attributed to certain fixed assets beapfully depreciated in 1995.

Operating income (loss). Operating income was $lmfor 1996, compared to an operating loss ofddmillion for 1995. The change
between years relates to the factors discussedeabov

Interest Expense. Interest expense decreased #dhpor 54.0%, to $4.2 million in 1996, from $9million in 1995. The decrease was
attributable to:

(i) scheduled principal payments on the Compamylg-term debt; (ii) the retirement of $40.3 milliohlong-term debt with proceeds from
the IPO in March 1996; and (iii) a decrease in@eenpany's interest rate spread on LIBOR, as atretthe Company favorably amending
long-term credit facility in April 1996.

LIQUIDITY AND CAPITAL RESOURCES

As of December 31, 1997, the Company's principatees of liquidity included cash and cash equivialef $20.4 million. The Company's
working capital as of December 31, 1996 and 1995 $4a4 million and $3.5 million, respectively. TBempany also has a revolving credit
facility with a bank in the amount of $40.0 millioaf which there were no borrowings outstandingfa®ecember 31, 1997. The Company's
ability to borrow under the revolving credit fatjlis subject to maintenance of certain levelsligilde receivables. At December 31, 1997,
$30.6 million of the $40.0 million revolving creddacility was available to the Company based oncilmeent level of eligible receivables. The
revolving credit facility expires in September 2002

The Company's net cash flows from operating adiwitor the years ended December 31, 1995, 1994 .9@id were $11.8 million, $29.1
million and $31.4 million, respectively. The incseeof $2.3 million, or 7.8%, in 1997 over 1996 tetato a $9.2 million increase in net cash
flows from operations, offset by an increase inleechange in operating assets and liabiliti®6o® million. The increase of $17.3 million,
or 147.3%, in 1996 over 1995 relates to a $14.4aniincrease in net cash flows from operations ami#crease in the net change in oper.
assets and liabilities of $2.9 million.

The Company's net cash flows used in investinyities totaled $117.4 million in 1997, comparedpial.7 million in 1996, an increase in
$102.7 million. The increase between years relatiesarily to the cash payments of $106.5 million e SUMMITrak assets acquired in
September 1997 and an increase of $6.6 milliompitalized software development costs between yeéifs these increases offset by
proceeds of $8.6 million from the final dispositiohAnasazi. The Company's net cash flow usedvesting activities totaled $5.3 million in
1995. The increase of $9.4 million between 1995 ¥98b relates primarily to: (i) an increase of $3ulion in 1996 for capital expenditures
to support Company growth; (ii) acquisitions of imess in 1996 of $4.9 million, which relates prifhato Bytel; and (iii) $3.5 million in
capitalized software development costs in 1996s&hecreases were offset by $2.0 million of caseired from Anasazi for a note
receivable in January 1996.

The Company's net cash flows from financing ag#sitvas $100.7 million in 1997, compared to a dseebcash flows of $12.1 million in
1996, an increase of $112.8 million. The significacrease between years relates primarily to #teehange in the Company's lotegm deb
between years. In 1997, the Company generated G1%ilion from a new debt agreement entered intmarily to fund the SUMMITrak
asset acquisition, and repaid long-term debt ofSB#aiillion, which included: (i) $5.0 million of selduled payments on the previous debt
agreement; (ii) $27.5 million of existing debt whiwas refinanced as part of the new debt agreeraredt(iii) an optional prepayment of
$15.0 million on the new debt, which was made icésber 1997. The net cash flows used in financitigities totaled $9.5 million for
1995. The increase of $2.6 million between 19951985 relates primarily to an increase in scheddidat payments in 1995 over 1996. In
addition, the Company sold 3,335,000 shares of Com&tock at an initial public offering price of $pBr share, resulting in net proceeds to
the Company, after deducting underwriting discoamis offering expenses, of approximately $44.8iomlI The net proceeds from the IPO
were used to repay long-term debt of $40.3 milkowl to pay accrued dividends of $4.5 million onfé&med Stock. As of the closing of the
IPO in March
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1996, all of the 8,999,999 outstanding sharesehtreferred Stock were automatically converted 1m@®99,998 shares of Common Stock, at
which time the accrued dividends became payable.

The Company financed the SUMMITrak asset acquisitioSeptember 1997 with the $150.0 million Ternedit Facility, of which $27.5
million was used to retire the Company's previowslistanding debt. Interest rates under the neeeagent are chosen at the option of the
Company and are based on the LIBOR rate or theeprate, plus an additional percentage spread,thétlspread dependent upon the
Company's leverage ratio. For the period from Septr 1997 through December 31, 1997, the spredldeohlBOR rate and prime rate was
1.75% and .5%, respectively. Based on the Compéauesage ratio as of December 31, 1997, the spyedde LIBOR rate and prime rate
was reduced to 1.0% and 0%, respectively, effedaraiary 1, 1998. As a result of this addition&itdéhe Company expects interest expense
to increase in 1998 when compared to 1997. See tNttéhe Consolidated Financial Statements foiteahal discussion of the Term Credit
Facility.

The Term Credit Facility requires maintenance ofaie financial ratios and contains other restiettovenants, including restrictions on
payment of dividends, a fixed charge coverage ratleverage ratio and restrictions on capital agares. As of December 31, 1997, the
Company was in compliance with all covenants. Téyapent of dividends or other types of distributiemsany class of the Company's stock
is restricted unless the Company's leverage rasiglefined in the Term Credit Facility, is lesqitiab0. As of December 31, 1997, the
leverage ratio was 2.80.

The purchase price for the SUMMITrak assets acduireSeptember 1997 includes up to $26.0 milliondnversion incentive payments. The
timing of the conversion incentive payments is bageon the achievement of certain milestones byarn@lithe Company, as specified in the
SUMMITrak asset acquisition agreement. The milesscgre based principally upon the number of TQisa@ners converted to, and the total
number of TCI customers processed on, the Compangtemer care and billing system. Based on thegarsions scheduled as of December
31, 1997, the Company expects to pay $17.8 mittioRCl in 1998 and $8.2 million in 1999.

The Company believes that cash generated from tipesatogether with the current cash and cashvatprts and the amount available ur
the revolving credit facility, will be sufficienbtmeet its anticipated cash requirements for opers{including research and development
expenditures), income taxes, debt service, cormeiacentive payments and capital expenditureddthn its short and long-term purposes.

YEAR 2000

In 1995, the Company began efforts to identify assless any issues associated with its softwaiibity &doproperly utilize dates and process
data beyond the year 2000. The Company recogriatstie failure to properly and timely addressésssurrounding the year 2000 could
have a material impact on its operations, andrasult it appointed a project team to undertak@m@any-wide study to determine the full
scope and related costs to the Company of enstlratdts systems can continue to meet the Compartgshal needs, as well as those of its
customers. The Company's year 2000 project teamnisnunicating with vendors and customers to coatdigear 2000 conversion and will
provide the Company's management with a reportitichtdes an estimate of costs to be incurred byGbmpany in properly addressing this
issue. The Company currently believes that it bdllable to effectively mitigate risks associatethwhe year 2000 and that its Company-
wide year 2000 project will be substantially contelby the end of the fourth quarter of 1998. ThenBany does not expect the costs to make
its systems year 2000 compliant to be materiatstfinancial condition or results of operations.
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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. (aviale corporation) and Subsidiaries
as of December 31, 1996 and 1997, and the relatesblidated statements of operations, stockholdgrsty and cash flows for each of the
three years in the period ended December 31, Td8%e financial statements are the responsibilithiedCompany's management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with geneaaltepted 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 1997, and the results of their omrstand their cash flows for each of the
three years in the period ended December 31, 18€onformity with generally accepted accountinggiples.

ARTHUR ANDERSEN LLP

Omaha, Nebraska
January 26, 1998
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CSG SYSTEMS INTERNATIONAL, INC.

CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)

DECEMBER 31,

1996 1997
ASSETS
Current assets:
Cash and cash equivalents.........cccccoeveeeeee. L $ 6,134 $ 20,417
Accounts receivable--
Trade--
Billed, net of allowance of $819 and $1,394..... ... 33,141 45,122
unbilled......oooooviiiiiiiicieeeee L 5,220 2,080
Other..coiiiiieee 1,342 1,400
Deferred income taxes.......ccoovvvvvvvveveneeees . 45 443
Other current @ssets........ccocevvvvvvvevveees 2,574 2,664
Total current assetS.......ccceevevveveccceeeee . 48,456 72,126
Property and equipment, net........ccccccoeeeeeee. L 13,093 17,157
Investment in discontinued operations.............. ... 732 --
Software, Net....cooovvvvvviiieeeees 13,629 1,959
Noncompete agreements and goodwill, net............ . ... 25,730 13,938
Client contracts and related intangibles, net...... ... 9,752 64,640
Deferred income taxes......ccoccvvvvvvvevvenees L 1,356 6,909
Other @sSetS....cccvvvevieiiiiiieieee e 2,162 3,064
Total @SSetS..ccvveeeeiiiieeeviieeeeeeeees $114,910 $ 179,793
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current maturities of long-term debt..............~~ ... $ 10,000 $ 6,750
Customer depositS.....cccoccveeeeviiiveeeaniceeee 6,450 7,002
Trade accounts payable.........cccccovvveeeeee. L 12,620 11,795
Accrued liabilities............. - 8,627 11,023
Deferred revenue........ccocvveveveeeeeeeeeeees 5,384 11,063
Conversion incentive payments.......ccccoeeeeeeee. L - 17,768
Accrued iInCOMe taxesS....cccccevveeeeeeeveveseeeeee 945 3,207
Total current liabilities.........ccoooveee. L 44,026 68,608
Non-current liabilities:
Long-term debt, net of current maturities......... ... 22,500 128,250
Deferred revenue........ccocveveeveveeeeeeenees 6,420 7,789
Conversion incentive payments.......cccccceeeeeee. L -- 8,232
Total non-current liabilities..........cccc.....—— .. 28,920 144,271

Commitments and contingencies (Note 9)
Stockholders' equity (deficit):

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

shares authorized; zero shares issued and outstan ding... - -
Common stock, par value $.01 per share; 100,000,00 0

shares authorized; 2,890,522 and 5,996,563 shares

reserved for common stock warrants, employee stoc k

purchase plan and stock incentive plans; 25,488,8 76

shares and 25,479,968 shares issued and outstandi ng..... 255 255
Common stock warrants; 1,500,000 warrants outstandi ng..... - 26,145

Additional paid-in capital
Deferred employee compensation....

....... 111,367 112,870
....... (1,207)  (636)

Notes receivable from employee stockholders........ ... (861) (685)

Cumulative translation adjustments................. .. 573 Q)

Accumulated deficit.........oovvvvviviiiieee. L (68,163) (171,034)
Total stockholders' equity (deficit)........... . ... 41,964 (33,086)
Total liabilities and stockholders' equity..... ... $114,910 $ 179,793

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 AMOUNTS)

YEA R ENDED DECEMBER 31,
1995 1996 1997
Revenues:
Processing and related services........... $ 96,3 43 $ 113,422 $ 131,399
Software license and maintenance fees..... 57 14,736 26,880
Professional services 4 4,139 13,525
Total revenues.......c.cccceeevevennne 04 132,297 171,804
Expenses:

Cost of revenues:
Cost of processing and related services:

Direct COStS.......oovvvviririiieeene. 46,6 70 52,027 58,259
Amortization of acquired software........ 11,0 00 11,003 10,596
Amortization of client contracts and
related intangibles..........ccccco.... 4,0 92 4,092 4,293
Total cost of processing and related
SEIVICES......ceiei v 61,7 62 67,122 73,148
Cost of software license and maintenance
feeS. i - - 5,040 9,787
Cost of professional services............. - - 2,083 7,047
Total cost of revenues.................. 61,7 62 74,245 89,982
Gross margin.......ccccoeceveeeenunennn. 34,6 42 58,052 81,822

Operating expenses:
Research and development:

Research and development................. 14,2 78 20,206 22,586
Charge for purchased research and

development........cccccceveeeerinnnne - - - 105,484
Impairment of capitalized software

development COStS..........cccuveeennn. - - - 11,737
Selling and marketing............cc....... 3,7 70 8,213 10,198
General and administrative:

General and administrative............... 11,4 06 13,702 19,385
Amortization of noncompete agreements

and goodwill...........cccoeieeienns 5,6 80 6,392 6,927
Impairment of intangible assets.......... - - - 4,707
Stock-based employee compensation........ 8 41 3,570 449
Depreciation..........ccceeeveveeeennnnns 5,6 87 5,121 6,884

Operating income (loss)

Other income (expense):

Interest expense........cccccveeveeennn.. (9,0 70) (4,168) (5,324)

Interest income 6 63 844 1,294

Other....ccovviiiiiiiiiieeeeeeccec, - - - 349
Total other........cccovveeeiiienene (8,4 07) (3,324) (3,681)

Loss before income taxes, extraordinary
item and discontinued operations.......... (15,4 27) (2,476) (110,216)
Income tax (provision) benefit............ - - - --

Loss before extraordinary item and

discontinued operations................... (15,4 27) (2,476) (110,216)
Extraordinary loss from early

extinguishment of debt................... - - (1,260) (577)
Loss from continuing operations............ (15,4 27) (3,736) (110,793)

Discontinued operations:
Loss from operations..............c....... 93) - -

Gain (loss) from disposition 60) - 7,922
Total gain (loss) from discontinued
operations (3,7 53) - 7,922

NELIOSS.veeevereeeeeerereeereeenes $ (19,1 80)$ (3,736) $ (102,871)




Net loss per common share (basic and
diluted):

Loss attributable to common stockholders.. $ (5.

Extraordinary loss from early

extinguishment of debt.................. -

Gain (loss) from discontinued operations.. (1.
Net loss attributable to common
stockholders $ (6.

Weighted average common shares (basic and
diluted)......ooooviiiiiiie 3,450,4

51)$  (14)$  (4.32)
- (08) (02
- 31

60)$ (20)$ (4.03)

15 21,872,860 25,497,033

The accompanying notes are an integral part oktheasolidated financial statements.



COMMON ADDIT
PREFERRED COMMON STOCK PAID -IN
STOCK STOCK WARRANTS CAPI

CSG SYSTEMS INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 1995, 1996 AND 198
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTYS)

BALANCE, DECEMBER
31,199%......... $--
Issuance of
1,655,500 shares

of common stock
under employee
stock purchase

plan (ranging

from $.22 to

$4.25 per

Amortization of

deferred stock-

based employee
compensation
expense.......... - -
Accretion of

redeemable

convertible

preferred stock..  -- -
Accrued dividends

on redeemable

convertible

preferred stock..  -- -
Net loss.......... - -

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............ -- 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).. - -
Issuance of 5,925

shares of common

stock as

compensation ($15

per share) ...... - -
Exercise of stock

options for 4,800

shares of common

stock (ranging

from $1.25 per

share to $3.25

$26 $ -

$

44

58

NOTES
RECEIVABLE TOTAL
IONAL DEFERRED FROM  CUMULATIVE STOCKHOLDERS'

EMPLOYEE EMPLOYEE TRANSLATION ACCUMUL
TAL COMPENSATION STOCKHOLDERS ADJUSTMENTS DEFIAT

549 $ -  $-- $--  $(41,

171 (5,809)  (976) - -

- 841 - - -

- - - - (36)
- - - - 3, 586)
- - - - Qs 180)
720 (4,968)  (976) - (63, 806)
761 - - - B

- - - - ( 614)
929 - - - 3

-~ 3570 - - -
(221) 191 5 - -

89 - - - -

ATED EQUITY

(DEFICIT)

004) $ (40,429)

402

841

(36)

(3,586)
(19,180)

44,794

(614)

59,109

3,570

(25)

89



per share)....... - - - 6 - - - - 6
Purchase of 5,753

shares of common

stock pursuant to

employee stock

purchase plan

(ranging from

$13.07 per share

to $17.21 per

share)........... - - -- 83 - - - . 83
Accretion of
redeemable
convertible
preferred stock.. -~ - - - -- - -- (7) (7

Payment of note
receivable from

employee

stockholder...... - - - - - 110 - - 110
Translation

adjustments...... - - - - - -- 573 - 573
Net loss.......... - - -- - - -- - 3, 736)  (3,736)

BALANCE, DECEMBER

31, 1996......... - 255 - 111 ,367  (1,207) (861) 573 (68, 163) 41,964
Issuance of 1,683

shares of common

stock for

purchase of

assets ($44.56

per share)....... - - - 75 - - - - 75
Issuance of

1,500,000 common

stock warrants,

granted as part

of the SUMMITrak

asset acquisition

(exercise price

of $24 per

share)........... - -- 26,145 - - -- - - 26,145
Amortization of

deferred stock-

based employee

compensation

expense.......... - -- - - 449 - - - 449
Purchase and

cancellation of

104,550 shares of

common stock

(ranging from

$.22 per share to

$4.25 per

share)........... - - - (344) 122 176 - - (46)
Exercise of stock

options for

74,300 shares of

common stock

(ranging from

$1.25 per share

to $29.75 per

share)........... - - - 1 ,018 - - - - 1,018
Purchase of 19,65

shares of common

stock pursuant to

employee stock

purchase plan

(ranging from

$14.34 per share

to $34.00 per

share)........... - - - 439 - - - - 439
Translation
adjustments...... - - - - - - (574) - (574)

Tax benefit of
stock options

exercised........ - - - 315 - - - - 315
Net loss.......... - - - -- - - - (102, 871) (102,871)
BALANCE, DECEMBER

31, 1997......... $-- $255 $26,145 $112 870 $ (636) $(685) $ (1) $(71, 034) $(33,086)

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 AMOUNTS)

YEAR ENDED DECEMBER 31,

1995 1996 1997

Cash flows from operating activities:
NEt 10SS...oeeiiiiiiiieiiie e $ (19,180) $ (3,736) $(102,871)
Adjustments to reconcile net loss to net cash
provided by operating activities--
Depreciation..........cccceeeveveeeerninnnn. 5,687 5,121 6,884
Amortization.................... 21,686 22,180 23,035
Deferred income taxes (296) (1,455) (5,891)
Charge for purchased research and

development.........c.ocoeeeeiiiiiieenns - -- 105,484
Impairment of capitalized software development
COSES..ciiriee ettt - - 11,737
Impairment of intangible assets............... -- -- 4,707
Stock-based employee compensation............. 841 3,570 449
Extraordinary loss from early extinguishment
of debt......ccoovviiiiii - 1,260 577
Loss (gain) from discontinued operations...... 3,753 - (7,922)
Changes in operating assets and liabilities:
Trade accounts and other receivables, net.... (3,108) (12,090) (9,511)
Other current and noncurrent assets.......... 179 (2,914) 11
Trade accounts payable and other
liabilities........cccovvverriniiie 2,215 17,194 4,723
Net cash provided by operating activities.. 11,777 29,130 31,412
Cash flows from investing activities:
Purchases of property and equipment, net....... (5,202) (8,181) (9,389)
Acquisition of TCl related assets.............. - -~ (106,500)
Acquisition of businesses, net of cash
ACUIred. .. .evveeeieeieeeeeeeeeieiiieies - (4,918) --
Additions to software.............ccceeene - (3,653) (10,185)
Proceeds from disposition of discontinued
OPerationsS.......ccccceeeeeeeieesiiciiienens (92) 2,000 8,654
Net cash used in investing activities...... (5,294) (14,652) (117,420)
Cash flows from financing activities:
Proceeds from issuance of common stock......... 402 44,883 1,457
Payment of note receivable from employee
stockholder..........ooooeeeiiiiiieeinis - 110 -
Purchase and cancellation of common stock...... -- (25) (46)
Payment of dividends for redeemable convertible
preferred StocK..........cocveiiiiiieienns - (4,497) -
Proceeds from long-term debt................... - -- 150,000

Payments on long-term debt............ (9,932) (52,568) (47,500)

Payment of deferred financing costs - (3,181)
Net cash provided by (used in) financing
actiVitieS.......coevveeinieiieee (9,530) (12,097) 100,730
Effect of exchange rate fluctuations on cash.... - 150 (439)
Net increase (decrease) in cash and cash
equivalents.......cccvveeeeveeeeeeeiesieie (3,047) 2,531 14,283
Cash and cash equivalents, beginning of period.. 6,650 3,603 6,134
Cash and cash equivalents, end of period........ $ 3,603 $ 6,134 $ 20,417
Supplemental disclosures of cash flow
information:
Cash paid (received) during the period for--
([0 CCI1=T RS 8,463 $ 4,000 $ 4,767
Income taxes $ 1,176 $ (655)$ 3,357

Supplemental disclosure of noncash investing amahfiing activities:

During 1995, the Company issued common stock imeotion with an employee stock purchase plan aceived full recourse promissory
notes from employees totaling $1.0 million.

During 1996, the Company converted 8,999,999 sharesdeemable convertible preferred stock int®29,998 shares of common sto



During 1997, the Company granted 1.5 million comretotk warrants, valued at $26.1 million, and rdedra liability for $26.0 million for
conversion incentive payments as part of the pwelpaice for the SUMMITrak asset acquisition.

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"@8G"), a Delaware corporation, was formed on OgatdFe 1994, for the purpose of
acquiring all of the outstanding shares of CableiSes Group, Inc. from First Data Corporation ('ED). The Company acquired all of the
outstanding shares of Cable Services Group, IndNarember 30, 1994 (the "Acquisition") (Note 3).bSaquent to the Acquisition, Cable
Services Group, Inc.'s name was changed to CS@dgstnc. ("CSG Systems"). The Company did not lenyesubstantive operations prior
to the acquisition of Cable Services Group, Incnt8mporaneously with the Acquisition, the Compauagchased all of the outstanding she
of Anasazi Inc. ("Anasazi") (Note 10). On June 2896, the Company purchased all of the outstansliages of Bytel Limited ("Bytel")

(Note 3).

The Company is a leading provider of customer aackbilling solutions for cable television and dirbroadcast satellite providers, and also
serves on- line services and telecommunicationgigeeos. The Company's products and services eiitalitbents to focus on their core
businesses, improve customer service, and entenrakets and operate more efficiently. The Compafers its clients a full suite of
processing and related services, and software @fdgsional services which automate customer aatébling functions. These functions
include set-up and activation of customer accowgates support, order processing, invoice caladaproduction and mailing, management
reporting, and customer analysis for target manketihe Company's products and services combinestiadility and high volume
transaction processing capabilities of a mainfralagorm with the flexibility of client/server ardhcture.

The Company operates in one business segment,aliegeB8.8 percent, 76.6 percent, and 73.1 peafaty total revenues from U.S. cable
television providers during the years ended Decer@bel1995, 1996 and 1997, respectively. The Companerated zero percent, 8.1
percent, and 9.6 percent of its total revenues Bouarces outside the U.S., primarily in Europejrduthe years ended December 31, 1995,
1996 and 1997, respectively.

The Company derived approximately 84.8 percen8 pércent and 76.7 percent of its total revenudisaryears ended December 31, 1995,
1996 and 1997, respectively, from its core prodGotmhmunications Control System ("CCS") and relgediucts and ancillary services.

The Company has two significant clients which,Ha aggregate, represented approximately 53.1 ped®8 percent, and 53.0 percent of
total revenues for the years ended December 35,1986 and 1997, respectively. The largest sioligait contributed approximately 27.9
percent, 25.9 percent and 32.9 percent of totamees for the years ended December 31, 1995, 18D69ID7, respectively.

The Company completed an initial public offeringP©") of its Common Stock in March 1996. The Compaald 3,335,000 shares of
Common Stock at an initial public offering price®#5 per share, resulting in net proceeds to thragamy, after deducting underwriting
discounts and offering expenses, of approximatéty&million. As of the closing of the IPO, all thfe 8,999,999 outstanding shares of
Redeemable Convertible Series A Preferred StodleféRed Stock™) were automatically converted ihfg999,998 shares of Common Stock.
The Company used IPO proceeds to repay $40.3 mili@utstanding bank indebtedness (Note 6) ampdyab4.5 million of accrued
dividends on the Preferred Stock (Note 5).

In September 1997, the Company acquired certain BUIvak assets from Tele- Communications, Inc. ("T)@nd entered into a 15-year
processing contract with TCI (Note 4).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The accompanying consolidated financial statemientade the accounts of the Company and CSG Sysfmnadl periods presented and the
accounts of Bytel since June 28, 1996. All maténrcompany accounts and transactions have Heeimated.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
Use of Estimates in Preparation of Consolidated Femcial Statements

The preparation of the consolidated financial statets in conformity with generally accepted accimgnprinciples 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 dhangporting period. Actual results
could differ from those estimates.

Cash and Cash Equivalents
The Company considers all highly liquid investmansith original maturities of three months or legse cash equivalents.
Revenue Recognition

Processing and related services are recognizdteatvices are performed. Processing fees areatiypbilled 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 feesstarishoth one-time perpetual licenses and tecenises. Perpetual license fees are typically
recognized upon delivery, depending upon the natndeextent of the installation and/or customizaservices, if any, to be provided by the
Company. Term license fees and maintenance fees@rgnized ratably over the contract term. Pradess services are recognized as the
related services are performed.

In October 1997, the Accounting Standards Exec@iemmittee of the American Institute of Certifieddfic Accountants issued Statement
of Position 97-2, "Software Revenue RecognitioiB@P 97-2"). SOP 97-2 provides guidance on applgerngrally accepted accounting
principles in recognizing revenue on software teations. SOP 97-2 is effective for software tratisas entered into by the Company
beginning in fiscal year 1998. The Company belighes its current revenue recognition accountinkici@s are in compliance with SOP 27-

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

Property and equipment are recorded at cost andequeeciated over their estimated useful lives irapfrom two to ten years. Depreciatior
computed using the straight-line method for finahoéporting purposes. Depreciation for incomepanposes is computed using accelerated
methods.

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

1996 1997
Computer equipment..........ccccecveeeieeeninennn ....$15,546 $21,734
Leasehold improvements...........cccocuveeeennnes ... 1,205 2,347
Operating equipment........cccccveeeeereveriennnns ... 4,156 5,205
Furniture and equipment...........cccccceeeeenn. ... 1971 3,834
Construction in ProCess.........ccceeeeeiuvveeeenne ... 857 358
Other. ..o 22 22

23,757 33,500
Less-accumulated depreciation...................... .... (10,664) (16,343)
Property and equipment, net........................ ... $13,093 $17,157
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
Realizability of Long-Lived and Intangible Assets

The Company continually evaluates whether everdscanumstances have occurred that indicate thairény estimated useful life of long-
lived and intangible assets may warrant revisiothat the remaining balance of these assets malyen@coverable. The Company evaluates
the recoverability of its long-lived and intangilalesets by measuring the carrying amount of trefsiagainst the estimated undiscounted
future cash flows associated with them. At the tsueh evaluations indicate that the future undistedicash flows of certain long-lived and
intangibles assets are not sufficient to recoverctrrying value of such assets, the assets arstadjto their estimated fair values.

Software

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

1996 1997
Acquired software...........ccceeviieniiennnnn. ... $33,422 $ 33,516
Internally developed software...................... ... 3,131 2,547

36,553 36,063
Less-accumulated amortization...................... ... (22,924) (34,104)
SOftware, Net......ccevverirenieeeererennens ...$13,629 $ 1,959

Acquired software resulted from the Acquisition asdtated at cost. Amortization expense relateattpired software for the years ended
December 31, 1995, 1996 and 1997 was $11.0 mil#iaa,0 million and $10.6 million, respectively.

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. The Companyitalized costs of $3.1 million and $9.7
million for 1996 and 1997, which included $2.5 aifl and $8.4 million of internal development caatsl $0.6 million and $1.3 million of
purchased software, respectively.

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 revenueafproduct to the total of current and
anticipated gross revenue for the product or blthaght-line method over the remaining estimateshomic life of the product. Currently,
estimated lives of two to five years are used edalculation of amortization. Amortization expenskated to capitalized software
development costs for the years ended Decembd9®5, 1996 and 1997 was zero, $0.01 million ané $dllion, respectively.

The Company continually evaluates the carrying evaifiits unamortized capitalized software developitests. The amount by which the
unamortized capitalized costs exceed the net eddéizvalue of the asset is expensed. During theHauarter of 1997, the Company recor

a charge of $11.7 million related to certain CS®d?ix(TM) assets. After the consideration of mudtifactors and events, consisting
primarily of an increase in demand for the Compswyitsourced processing services and previouslguaroed delays on the delivery of CSG
Phoenix, such assets were reduced to their estimaterealizable value as of December 31, 1997.chiaege primarily includes previously
capitalized internal development costs and purchaséiware incorporated into the product.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
Noncompete Agreements and Goodwiill

Noncompete agreements and goodwill as of Decentbaredas follows (in thousand

1996 1997
Noncompete agreements.............c.ccccueeeenenn. ... $26,812 $ 25,340
GoodWill.......eeeiieiiiiic ... 11,490 8,088

38,302 33,428
Less-accumulated amortization...............c...... ... (12,572) (19,490)
Noncompete agreements and goodwill, net............ ... $25,730 $13,938

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

During the fourth quarter of 1997, the Company rded a charge of $4.7 million for the impairmenteftain intangible assets related to
software systems which the Company has decided tonger market and support. This impairment chaetpgtes principally to the
Company's CableMAX product. CableMAX is a persawahputer based customer management system tlaageted at smaller cable
systems of 2,500 customers or less. During thettioquwarter of 1997, the Company decided not toghtiee resources necessary to make the
software year 2000 compliant, resulting in the impant to the CableMAX intangible assets. The eated fair value of the CableMAX
intangible assets was based upon an analysis ettegfuture cash flows and a quoted purchase fsaoean independent buyer.

Client Contracts and Related Intangibles

Client contracts and client conversion methodolediem the Acquisition are being amortized oveirtestimated lives of five and three
years, respectively. The value assigned to thepr@iessing contract (Note 4) is being amortized tive 1:-year life of the contract in
proportion to the guaranteed processing revenudsrithe contract. As of December 31, 1996 and 1883mulated amortization for client
contracts and related intangibles was $8.5 millind $12.8 million, respectively.

Customer Deposits

The Company requires postage and communicationssderom its clients based on contractual arrarggs. These amounts are reflected
as current liabilities regardless of the contraariqu.

Financial Instruments with Market Risk and Concentrations of Credit Risk

In the normal course of business, the Companyps®ad to credit risk resulting from the possibitityat a loss may occur from the failure of
another party to perform according to the terma obntract. The Company regularly monitors cradik exposures and takes steps to miti
the likelihood of these exposures resulting inssld’he primary counterparties to the Company'swats receivable and sources of the
Company's revenues consist of cable televisionigens throughout the United States. The Compangmdiy does not require collateral or
other security to support accounts receivable.

Financial Instruments

The Company's balance sheet financial instruments Becember 31, 1996 and 1997 include cash astdexguivalents, accounts receivable,
accounts payable, conversion incentive payments|any-term debt.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)

Because of their short maturities, the carrying ami® of cash equivalents, accounts receivable uatsgayable, and conversion incentive
payments approximate fair value. The carrying amhofithe Company's long-term debt (including cutmn@aturities) approximates fair value
due to its variable interest rates.

In December 1997, the Company entered into a tyeaeinterest rate collar with a major bank to nggnigs risk from its variable rate long-
term debt. The underlying notional amount covergthle collar agreement is $75.0 million as of DebenB1, 1997, and decreases over the
three-year term in relation to the scheduled ppialcpayments on the long-term debt. Any paymerther4.9 percent (LIBOR) interest rate
floor, or receipt on the 7.5 percent (LIBOR) inttreate cap component of the collar, would be retzegl as additional interest expense or as
a reduction to interest expense, respectivelyhénperiod incurred. There are no amounts due eivaisle under this agreement as of
December 31, 1997, and the agreement had no effegtie Company's interest expense for 1997. Therddie of the collar agreement at
December 31, 1997, based on a quoted market pracenot significant.

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 stockholeigugty. Transaction gains and losses
related to intercompany accounts are not matenidlaae included in the determination of net loss.

Net Loss Per Common Share

In February 1997, the Financial Accounting Stangdd@dard issued Statement of Financial Accountirg@irds No. 128, "Earnings Per
Share" ("SFAS 128"), which specifies the computatjgresentation and disclosure requirements fariegs per share ("EPS"). SFAS 128 is
effective for periods ending after December 15,7,3d requires retroactive restatement of EP&lfqrior periods presented. The staten
replaces the previous "primary earnings per shaseiputation with a "basic earnings per share" adefines the "diluted earnings per share
computation. Basic EPS is computed by dividing meaattributable to Common Stockholders by the wteigjlaverage number of common
shares outstanding during the period. Diluted EP®nsistent with the calculation of basic EPS avgiling effect to any dilutive potential
common shares outstanding during the period.

A reconciliation of the net loss attributable tarooon stockholders in total dollars (in thousandg) an a per share basis is as follows:

YEAR EN DED DECEMBER 31

1995 1996 1997
Loss before extraordinary item and
discontinued operations............... $ (15,427) $ (2,476) $ (110,216)
Preferred stock dividends.............. (3,586) (614) --
Loss attributable to common
stockholders............cocceeeninns (19,013) (3,090) (110,216)
Extraordinary item..................... -- (1,260) (577)
Gain (loss) from discontinued
Operations.........ccoeeevveeeennnns (3,753) - 7,922
Net loss attributable to common
stockholders..........cccccuveennee. $ (22,766) $ (4,350) $ (102,871)
Loss before extraordinary item and
discontinued operations............... $ (4.47) $ (11)$ (4.32)
Preferred stock dividends.............. (1.04) (.03) --
Loss attributable to common
stockholders.........cccccveveeennnn. (5.51) (.14) (4.32)
Extraordinary item..................... -- (.06) (.02)
Gain (loss) from discontinued
Operations.........ccoeeeveeeeennnes (1.09) - .31
Net loss attributable to common
stockholders..........ccceeerennee. $ (6.60) $ (200 (4.03)
Weighted average common shares......... 3,450,415 21,872,860 25,497,033
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)

The following weighted average dilutive potentiahumon shares are excluded from the diluted EP Siledilon as their effect was
antidilutive.

YEAR ENDED DECEMBER 31

1995 1996 1997

Redeemable convertible preferred stock.......... 17 ,999,998 3,115,384
Common stock options.............ccccvvvenennns 82,465 305,818 571,967
Common stock warrants............cccceeeuveeee. -- -- 152,718

Total dilutive potential common shares.......... 18 ,082,463 3,421,202 724,685

In previously reported periods, the Company folldvtaff Accounting Bulletin ("SAB") No. 83 in callating EPS for the periods prior to t
Company's IPO. Pursuant to SAB No. 83, all preteeed common stock and options outstanding foodsrprior to the IPO had been tree
as if they were outstanding for all periods presénincluding periods in which the effect was aihitil’e. SAB No. 98, released in February
1998, requires that SFAS 128 now be followed iredaining the outstanding shares for purposes alitating EPS for all periods. As a
result, the Company has restated its EPS (andredl per share computations) for the periods pa@nd including the IPO following the
guidelines of SFAS 128. The changes in the weigatedlage common shares and the EPS are as follows:

YEAR ENDED DECEMBER

31

1995 1996
Previously reported weighted average common
SharES......coiiiiiiiieiie e 22,494,748 24,988,244
Restated weighted average common shares............ 3,450,415 21,872,860
Previously reported net loss per share attributable
to common stockholders..............ccccceuvenn. $ (.86)$ (.15
Restated net loss per share attributable to common
stockholders..........cccevviiiiieniienen. $ (6.60)$ (.20)

Stock-Based Compensation

The Company accounts for its stock-based compemsptans under Accounting Principles Board ("APBfinion No. 25, "Accounting for
Stock Issued to Employees", and related interpogtst and follows the disclosure provisions of &taént of Financial Accounting Standards
No. 123, "Accounting for Sto- Based Compensation” ("SFAS 123"). See Note 12hrequired disclosures under SFAS 123.

Increase in Authorized Shares and Stock Split

In January 1996, the Company completed a two-farsinck split of its Common Stock effected as aksttividend. Accordingly, all share
and per share amounts have been retroactivelytadjus March 1996, the Company amended its Ceatii of Incorporation to increase the
number of authorized shares of Common Stock to0D@)Q00 and to authorize 10,000,000 shares of peefstock.

Reclassification
Certain December 31, 1995 and 1996 amounts haverbekassified to conform to the December 31, 19@8entation.
3. BUSINESS ACQUISITIONS

CSG Systems

On November 30, 1994, the Company acquired ah®foutstanding shares of CSG Systems for approaiyn@1 37 million in cash. The
Acquisition was funded primarily from proceeds fréime issuance of common and Preferred Stock (Note
5) and long-term debt (Note 6).
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)

The Acquisition was recorded using the purchaséatkdf accounting. Of the $137 million purchase@ri$13 million was allocated to net
tangible assets, with property and equipment of&illion being the primary component. The coséxtess of the fair value of the net
tangible assets was allocated to the followingrigille assets (in thousands):

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

Noncompete agreement and goodwill:

Noncompete agreement . 25,000 5
GoodWill.......coeiiiiiiiieiiies 6,812 10
Client contracts and related intangibles:
Client contracts..........ccoccvveericveeeennne ... 15,000 5
Client conversion methodologies.................. ... 3,280 3
$124,045

Purchased research and development representscteaed development of software technologies whanth not reached technological
feasibility as of the Acquisition date, and hadatioer alternative future use. Purchased researthlevelopment was charged to operatior
of the Acquisition date.

Acquired software represents the value assignedisting software products, the noncompete agreemmevith 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 proceduresrtbhaie the Company to efficiently
convert clients to the Company's systems.

Bytel Limited

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 Aegsition"). The Bytel Acquisition was recorded usithe purchase method of accounting. The
cost in excess of the fair value of the net tamgassets acquired of $4.2 million was allocategbmdwill. Bytel is a United Kingdom
company which provides customer management softteatee cable and telecommunications industrighénUnited Kingdom.

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

YE AR ENDED DECEMBER 31,
1995 1996
Total revenues.........ccocvvvevereerieinen, $ 105,275 $ 136,536
Loss attributable to common stockholders....... (21,246)  (4,464)
Pro forma loss per share attributable to common
stockholders (basic and diluted).............. (6.16) (.20)

The pro forma financial information shown abovesloet purport to be indicative of results of opierad that would have occurred had the
acquisition taken place at the beginning of thegpksrpresented or of the future results of openatio
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4. SUMMITRAK ASSET ACQUISITION

On August 10, 1997, the Company signed a 15-yedusive contract with a TCI affiliate to consolidat3.0 million TCI customers onto the
Company's customer care and billing system (the ‘G@htract”). On August 10, 1997, the Company alstered into an agreement with TCI
affiliates to acquire certain SUMMITrak assets|iart/server, open systems, in-house customeraraeilling system in development (the
"SUMMITrak Acquisition"). The SUMMITrak assets pinased consisted primarily of software, hardwarseiebled workforce and
intellectual property. Both the SUMMITrak Acquisiti and the TCI Contract closed and became effeS@member 19, 1997. The purchase
price for the SUMMITrak Acquisition was determinasl follows (in thousands):

Cash paid at closing.......cccoceevvveevvveeeeeee. $106,000
Transaction-related COStS.........ccovvvevvceeeee. 500
Common Stock warrants granted..........cccceeeeee. L 26,145
Conversion incentive payments.......cccceeveeeeee e 26,000
Total purchase price......ccccovvvcvcvvvveceee s $158,645

The conversion incentive payments represent payeriiCl to i) incent TCI to timely convert its ¢amers to the Company's system, an
reimburse TCI for the cost of converting to the Qamy's system. TCI will receive a monthly paymehtl$ per customer for the first 24
months after the customer is converted to the Coyipaystem (total of $3.60 per customer), uptimtal of $14.0 million. A total of 3.89
million TCI customers converted to the Company&eays equates to the $14.0 million. TCI will bedpain additional $12.0 million when the
Company processes a total of 13.0 million TCI cos on its system. Based on the conversions sldteds of December 31, 1997, the
Company expects to pay TCI $17.8 million and $8iian in 1998 and 1999, respectively.

The Company granted 1.5 million warrants to TCpag of the overall purchase price. The warrantetefive-year life with a $24 per share
exercise price. The fair value of the warrantsudeld in the purchase price was estimated as afateeof the grant using the Black-Scholes
pricing model. TCI will be able to exercise 1.0 lioih of the warrants when the Company processetaadf 13.0 million TCI customers on

its customer care and billing system. The remai@issgmillion warrants are exercisable at variousements as additional TCI customers are
converted to the Company's systems. The total illmwarrants are exercisable when the total neandf TCI customers processed on the
Company's systems reaches 14.25 million.

The Company has included the conversion incentiyenents and the estimated fair value of the wasramnthe overall purchase price as the
Company believes that such consideration is asdegdnd a reasonable doubt as i) TCI currentlythasmecessary customers under its
control to meet the milestones described abovéhé)Company believes it has the means to timatyexd the necessary customers to its
systems to meet the milestones described aboybptin the Company and TCI are financially incerteetimely convert the necessary
customers to the Company's system to meet thetoniles described above, and iv) TCI's minimum fimgreommitments are based on a
minimum of 13.0 million customers.

The Company engaged an independent party to assis allocation of the purchase price to the @szequired. The Company allocated the
purchase price as follows (in thousands):

Purchased research and development..........c....... L $105,000
15-Year Contract........ccooovvvevivvvvnieeeeee s 51,575
Other @assets......cccccvvviiieiiiiiieeiiiceees 2,070
Total allocated purchase price.......cccoeeeeeeeee L. $158,645
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Purchased research and development representsciesed development of software technologies whath not reached technological
feasibility as of the acquisition date, and hadbtieer alternative future use. Purchased reseatidevelopment was charged to operations in
the fourth quarter of 1997. The value assigneth¢ols-Year Contract will be amortized over the tiféhe contract in proportion to the
guaranteed processing revenues under the corifteebther assets will be depreciated over theimaseéd useful lives of three years.

5. REDEEMABLE CONVERTIBLE PREFERRED STOCK
The following table represents the Preferred Stmthkity (in thousands, except share and per stya@unts):

Balance, at inception (October 17, 1994)...........
Issuance of 8,999,999 shares for cash ($6.56 per s
ACCIetioN......cuvveveiiiieee e

Accrued dividends

Balance, December 31, 1994..............cceeneee
ACCIetion........eveeveveeeeeeeiiiiiiciiines
Accrued dividends..........ccccvvvieriiieeeeennn.

Balance, December 31, 1995........ccccoovvvcccceeee s 62,985
ACCIetioN.....vvviiiiiiieiiee e e 7
Accrued dividends........ccooovvvviviviiieneeeee. e, 614
Payment of accrued dividends........ccccccceeeeeee. L (4,497)
Conversion into 17,999,998 shares of Common Stock. ... (59,109)
Balance, December 31, 1996........cccccceevveeeeees e, $

In conjunction with the Acquisition (Note 3), th@@pany sold for cash 8,999,999 shares of Pref@&teck with a par value of $.01 per sh:
Total proceeds, net of issuance costs of $0.4anillivere $59.1 million ($6.56 per share). The hadé Preferred Stock were entitled to vote
on all matters and were entitled to the numberodés equivalent to the number of shares of ComntockSnto which such shares of
Preferred Stock were converted. All Preferred Stomkverted into 17,999,998 shares of the Comp&xysmon Stock upon completion of
the IPO in March 1996.

Prior to completion of the IPO, the holders of thetstanding shares of Preferred Stock were entitiedceive cumulative annual dividends of
$.3967 per share, prior to any dividends being paithe Company's Common Stock. Upon completiah@iPO and the resulting
conversion into Common Stock, the Company paiddéivds on the Preferred Stock of $4.5 million.

Prior to completion of the IPO, the Company wasinegl to redeem Preferred Stock on November 305 200e redemption price was
payable in cash and was equal to $6.61 per shaseaply accrued and unpaid dividends. The excee sédemption value over the carrying
value was being accreted through periodic chamast¢umulated deficit over the life of the issue.

6. DEBT

The Acquisition discussed in Note 3 was partiallgded with debt placed through a $100.0 milliontdagjveement with a bank (the "1994
Debt"). The 1994 Debt consisted of term loans &.@9nillion, and a revolving credit facility in thenount of $5.0 million. The Company
made early payments on the 1994 Debt of $2.4 miliod $2.0 million in 1995 and 1996, respectiveiyconjunction with the IPO, the
Company
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refinanced its 1994 Debt with its bank in April BThe Company repaid approximately $40.6 millioithe outstanding 1994 Debt,
principally with IPO proceeds. The remaining baao€ the 1994 Debt was refinanced with a single G4@illion term note with the bank (t
"1996 Debt"). In conjunction with this refinancinipe Company recorded an extraordinary loss of 8ill®on for the write-off of deferred
financing costs. The Company did not recognizeinogme tax benefit related to the extraordinargldsnder the 1996 Debt agreement, the
Company retained its $5.0 million revolving crefditility. The Company paid an annual commitmentdee375 percent on its unused port
of the revolving credit facility. Interest rateg the 1994 and 1996 Debt were based on an adjuB€R rate or the bank's prime rate and
were chosen at the option of the Company.

In conjunction with the SUMMITrak Acquisition, tt@ompany entered into a $190.0 million debt agreemith a bank in September 1997
(the "1997 Debt"), which consists of a $150.0 roilliterm facility (the "Term Credit Facility") and$20.0 million revolving credit facility.
The proceeds from the Term Credit Facility weredusepay the $106.0 million cash purchase pricgfferSUMMITrak assets, retire the
Company's existing 1996 Debt of $27.5 million, @ay transaction costs of $3.4 million. The remagnpmoceeds were used for general
corporate purposes. In conjunction with this raficiag, the Company recorded an extraordinary 6@ million for the write-off of
deferred financing costs. The Company did not razeyany income tax benefit related to the extrimamy loss. In December 1997, the
Company made an optional principal payment on #eniCredit Facility of $15.0 million.

Interest rates for the 1997 Debt, including thentand revolving credit facilities, are chosen at diption of the Company and are based ol
LIBOR rate or the prime rate, plus an additionatpatage spread, with the spread dependent upddaimpany's leverage ratio. For the
period from September 1997 through December 317,118@ spread on the LIBOR rate and prime ratew&5% and 0.5%, respectively.
Based on the Company's leverage ratio as of DeaeBihd 997, the spread on the LIBOR rate and pratewas reduced to 1.0% and 0%,
respectively, effective January 1, 1998. As requbg the 1997 Debt agreement, the Company entatedn interest rate collar agreement in
December 1997 to manage its risk from the variedtie features of the 1997 Debt agreement (Note 2).

The 1997 Debt agreement is collateralized by alhefCompany's assets and the stock of its subigislidhe 1997 Debt agreement requires
maintenance of certain financial ratios and corstaitmer restrictive covenants, including restricti@n payment of dividends, a fixed charge
coverage ratio, a leverage ratio, and restrictmmsapital expenditures. As of December 31, 1985 Gompany was in compliance with all
covenants. The payment of dividends or other tgbekstributions on any class of the Company'sistecestricted unless the Company's
leverage ratio, as defined in the 1997 Debt agreénmseunder 1.50. As of December 31, 1997, thergge ratio was 2.80.

Long-term debt as of December 31 consists of thewing (in thousands):

1996 1997
Term Credit Facility, due September 2002, quarterly
payments beginning June 30, 1998, ranging from $2. 3
million to $18.0 million, interest at adjusted LIB OR plus
1.75 percent (7.4375 percent at December 31, 1997) ... $ -- $135,000
1996 Debt, due December 2000, quarterly principal p ayments
ranging from $1.6 million to $2.5 million, interes t at
adjusted LIBOR plus 1.0 percent (6.375 percent at December
31,1996).cccciiiiii e 32,500

Revolving credit facilities, due September 2002, in
at adjusted LIBOR plus 1.75 percent (7.4375 percen
December 31, 1997).....ccccccvvviiviiiiiienennnnn.

Less-current portion.............c.ccceeeeeeennnn.

Long-term debt, net of current maturities..........
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There were no borrowings made on the revolvingitfadilities during the years ended December 3B51 1996 and 1997. Under the 1997
Debt agreement, the Company pays an annual comntitiee on the used portion of the revolving créaliility, based upon the Company's
leverage ratio. For the period from September kfigdugh December 31, 1997, the fee was .375 pertaatCompany's ability to borrow
under the current revolving credit facility is setj to maintenance of certain levels of eligibleeieables. At December 31, 1997, $30.6
million of the $40.0 million revolving credit fadiy was available to the Company based on the lefeligible receivables.

As of December 31, 1996 and 1997, unamortized pefdmancing costs were $0.9 million and $2.9 i) respectively. Deferred financing
costs are amortized to interest expense over thedeterm of the debt agreement using a methodhwdgpproximates the effective interest
rate method. Interest expense for the years endedrbber 31, 1995, 1996 and 1997, includes amadizaf deferred financing costs of
approximately $0.9 million, $0.6 million, and $illion, respectively.

As of December 31, 1997, scheduled maturities ®@Qbmpany's long-term debt for each of the yeadingrDecember 31 are (in thousands):

.. $ 6,750
. 19,125

7. INCOME TAXES

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

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

YEA R ENDED DECEMBER 31,
19 95 1996 1997
Current:
Federal........c.coouvevieeeiieecieee, $ 249 $1,225 $ 4,466
State.....ooveii e a7 230 615

FOreign......cocveveiiiiiiee e - 810

,329) (2,305) (38,298)
188) (433) (5,276)

503 393
(7 517) (2,235) (43,181)
Change in valuation aIIowance-.j.- ............... 7 22178037290
Net income tax provision (ben(;i-t) ............. $ $ $ -------
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The difference between the income tax benefit cdetpat the statutory federal income tax rate aaditiancial statement provision (benefit)
for income taxes is summarized as follows (in tlamas):

YEAR E NDED DECEMBER 31,

1995 1996 1997
Benefit at federal rate of 34 percent in
1995 and 1996, and 35 percent in 1997...... $(6,52 1) $(1,270) $(36,005)
Change in valuation allowance............... 6,65 6 1,283 37,290
Effective state income taxes (69 4) (134) (3,030)
Basis differences from acquisition.......... -- (1,346) -
Amortization of nondeductible goodwill...... 22 7 231 1,582
Stock-based employee compensation........... 28 6 1,214 157
Other.....oooiiiiieieee e, 4 6 22 6

$ - $ - % -

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

1996 1997
Current deferred tax assets (liabilities):
Accrued expenses and reserves..................... ...$ 744 $ 1,325
Deferred revenue...........ccccccveriieennnen. v - 3,033
744 4,358
Valuation allowance.............cccceeeennneenn. ... (699) (3,915)
$ 45 % 443
Noncurrent deferred tax assets (liabilities):
Purchased research and development................ ... $13,040 $51,224
SOftWare.........coceviiiiiiiiiiinee ... 4,743 8,345
Investment in discontinued operations............. ... 2,053 --
Client contracts and related intangibles.......... ... 1,766 1,508
Noncompete agreements............ccccevvvvvenennes ... 2,467 3,965
Property and equipment.... ... (262) 443
Other....coooiiiecee e ... 883 (1,168)

24,690 64,317
Valuation allowance..........ccccccceeeeerennnnn. ... (23,334) (57,408)

$ 1,356 $ 6,909

As part of the Bytel Acquisition, the Company acgdicertain net deferred tax assets and estableskatliation allowance of approximately
$1.0 million against those net deferred tax assewf the acquisition date.

At December 31, 1997, management evaluated itstegerating results, as well as projections fa8land concluded that it was more lik
than not that certain of the deferred tax assetddvoe realized. Accordingly, the Company has recoay a deferred tax asset of $7.4 mill
The Company has recorded a valuation allowancensigiie remaining deferred tax assets since réializaf these future benefits is not
sufficiently assured as of December 31, 1997.
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8. EMPLOYEE RETIREMENT BENEFIT PLANS
Defined Benefit Retirement Plan

Effective December 1, 1994, as part of the Acqgoisjtthe Company established a replacement placeidain former employees of FDC
which transferred their service credit to CSG. Mavrparticipants were allowed to enter this plapraitecember 1, 1994. Benefits under the
plan are based on years of service and the empogempensation during employment. Contributionthéoplan are determined by an
independent actuary on the basis of periodic valnatusing the projected unit cost method. The Gowis general funding policy is to
contribute annually the maximum amount that caddmiucted for income tax purposes. The periodiciparexpense for the years ended
December 31, 1995, 1996 and 1997, was $0.2 midawrh year. The net pension liability recognizethmaccompanying consolidated
balance sheets as of December 31, 1996 and 19@72isnillion and $0.3 million, respectively.

Incentive Savings Plan

The Company sponsors a defined contribution plaerieg substantially all employees of the Compdarticipants 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 Camys matching and service related contributionshfe years ended December 31, 1995,
1996 and 1997, were approximately $1.3 million5&hillion and $2.0 million, respectively.

Deferred Compensation Plan

The Company established a non-qualified deferredpemsation plan during 1996 for certain Companyetees which allows the
participants to defer a portion of their annual pemsation. The Company provides a 25 percent nmgtaiintribution of the participant's
deferral, up to a maximum of $6,250 per year. Then@any also credits the participant's deferred aticwith a specified rate of return on an
annual basis. The Company records the actuariallgrchined present value of the obligations expetdds paid under the plan. As of
December 31, 1996 and 1997, the Company has ratartiability for this obligation of $0.1 millionral $0.6 million, respectively. The
Company's expense for this plan for the years ebésémber 31, 1996 and 1997, which includes Compantyributions and interest
expense, was $0.02 million and $0.1 million, re§ipely. The plan is unfunded.

9. COMMITMENTS AND CONTINGENCIES
Operating Leases

The Company leases certain office and productioititias under operating leases which run throug72 Future aggregate minimum lease
payments under these agreements for the yearsgeDeicember 31, including a lease entered into syuiese to December 31, 1997, are as
follows (in thousands):

1998, e, $ 3,949
1999 ——— s 3,884
2000 i s 3,191
2001 e s 2,653
2002 i e 2,320
Thereafter.....ocovveeeeeeeee e, 6,516
$22,513
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Total rent expense for the years ended December9®E, 1996 and 1997, was approximately $1.8 mill&1.9 million and $3.4 million,
respectively.

Service Agreements

The Company has service agreements with FDC araidiatbies for data processing services, commuminatharges and other related
services. FDC provides data processing and ressadces required for the operation of the Comma@{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. Effeldnuary 1, 1997, the Company renegotiatedritices agreement with FDC and its
subsidiaries. The new agreement expires Decemh&O0B1, and is cancelable at the Company's optitinay notice of six months any time
after January 1, 2000, and b) payment of a teriondée equal to 20 percent of the fees paid intwhedve months preceding the notification
of termination. Under the new agreement, the Comjmnharged based on usage and/or actual costss anbject to certain limitations as to
the amount of increases or decreases in usagedretears. The total amount paid under the sengosements for the years ended Decel
31, 1995, 1996 and 1997, was approximately $16l8omi$19.6 million and $19.2 million, respectiyelThe Company believes it could
obtain data processing services from alternativecss, if necessary.

Legal Proceedings

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 Ronald#z Technology Licensing Partnership L.P. ("RAKTlhich allegedly were infringed by
the use of certain CSG products. The terms ofeltiéement 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.

In October 1996, a former senior vice presider€8G Systems filed a lawsuit against the Companycenidin of its officers in the District
Court of Arapahoe County, Colorado. The suit claiha certain amendments to stock agreements betiieeplaintiff 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 $1.8 million, and in addition, seék$iave such damages trebled under certain Colatadiates that the plaintiff claims are
applicable. The Company denies the allegationsrardds to vigorously defend the lawsuit at algs& The trial is currently scheduled to
commence in July 1998.

In addition, from time to time, the Company is itwaxd in other litigation relating to claims arisiogt of its operations in the normal cours
business. In the opinion of the Company's managterafiar consultation with outside legal counded tiltimate dispositions of such matters
will not have a materially adverse effect on ther(pany's consolidated financial position or resafteperations.

10. DISCONTINUED OPERATIONS

Contemporaneously with the Acquisition, the Comppuaschased all of the outstanding shares of Anasakiovember 30, 1994, for $6
million in cash. Anasazi provides central resenagystems and services for the hospitality ancetriamdustry. On August 31, 1995, the
company completed a tax-free reorganization of AnasStockholders of the Company purchased a diinyanterest in Anasazi as part of
the reorganization. As part of the reorganizattbe, Company received $2.0 million cash, surrendelieaf its ownership rights in Anasazi's
Common Stock and forgave a portion of a note red#é/from Anasazi. In return for such

42



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

consideration, the Company received a $2.7 miltiote receivable and shares of convertible prefesteck representing less than a 20
percent ownership interest in Anasazi. In Janu@861the Company received a $2.0 million princgp@yment on this note, reducing the
principal balance of the note to $0.7 million. lmé& 1996, the Company converted the remaining Bdlion note balance into convertible
preferred stock and stock warrants of Anasazi.dpt@nber 1997, the Company sold its remainingéstan Anasazi for $8.6 million cash.

The Company accounted for its ownership in Anagaziiscontinued operations after its acquisitiohd84. As a result, the loss from
discontinued operations included in the CompangissGlidated Financial Statements consists of théosses of Anasazi prior to September
1, 1995. The loss of $0.7 million in August 1998dahe gain of $7.9 million in September 1997 edab the Company's partial and then 1
disposition of its ownership interest in AnasaztvBnues from Anasazi's operations for the eightthmanded August 31, 1995 were $5.8
million. The Company did not recognize any income bhenefit or provision related to the loss or daim discontinued operations.

11. COMMON STOCK

In connection with its formation, the Company reser4,500,000 shares of Common Stock for sale @owgie officers and other employees
of the Company. At the time of the Acquisition, Bempany sold 2,587,500 shares of Common Stockeoutive 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 1996 timeeStock Plan (Note 12).

The following table represents the activity for Goaon Stock of the Company acquired under employsek giurchase agreements since
inception (October 17, 1994) through December 3971

STOCK PURCHASE RESTRICT ED PERFORMANCE TOTAL
AGREEMENT SHARES STOCK SHA RES STOCK SHARES SHARES
Shares outstanding,
inception (October 17,

1994)..cciiiiiiinns -
Shares issued during
the period........... 1,150,000 - 1,437,500 2,587,500
Shares outstanding,
December 31, 1994...... 1,150,000 - 1,437,500 2,587,500
Shares issued during
the year............. - 593,000 1,062,500 1,655,500
Shares outstanding,
December 31, 1995...... 1,150,000 593,000 2,500,000 4,243,000
Shares repurchased and
canceled in 1996..... - (25,600 )  (80,000) (105,600)
Shares outstanding,
December 31, 1996...... 1,150,000 567,400 2,420,000 4,137,400
Shares repurchased and
canceled in 1997..... - (44,400 )  (60,150) (104,550)

Shares outstanding,
December 31, 1997...... 1,150,000 523,000 2,359,850 4,032,850

Shares subject to
repurchase, December
31,1997....ccveneen. - 165,640 369,360 535,000

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 héen November 30, 2001. Upon
completion of the IPO, these shares were no losgjgject to the repurchase option.
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Employee Stock Purchase Plan

The Company reserved 1,655,500 shares of Commark ipnsale to certain employees pursuant to thelByee Stock Purchase Plan (the
"Plan"). During the year ended December 31, 1985 Company sold 1,655,500 shares of Common Stoaérithe Plan for $1,378,000
(ranging from $.22 to $4.25 per share), consistih§y402,000 cash and $976,000 in full recourse pssony notes. Of the shares sold, 593
shares were sold under restricted stock agreer(ig&estricted Stock") and 1,062,500 shares were wotter performance 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 uporidhmination circumstances. These shares werenatigischeduled to be released from the
repurchase option not later than November 30, 20@bn completion of the IPO, 160,000 shares ownecdebtain executive officers were no
longer subject to the repurchase option. In adulitibe repurchase option for the remaining numbshares decreased to 20 percent annually
over a five- year period, commencing on the lafexroemployee's hire date or November 30, 1994ingur996 and 1997, the Company
repurchased 25,600 unvested shares and 44,400tedh&dmares, respectively, from terminated emplayees

Performance Stock. The shares sold under perforenstock agreements are subject to certain condidon restrictions as prescribed by the
agreements. The Company has the option to repwthasshares for the original purchase price uponihation of employment. These
shares were originally scheduled to be released fhe repurchase option not later than Novembe301. Upon completion of the IPO, the
repurchase option for these shares decreasedger2ént annually over a fiwgear period, commencing on the later of an emplseylsiee dati
or November 30, 1994. During 1996 and 1997, the @om repurchased 80,000 unvested shares and GyiB6ted shares, respectively,
from terminated employees.

Certain Company employees financed a portion af tbemmon Stock purchases under the Plan withrédburse promissory notes. The
notes accrue interest at seven percent annuallhavelterms of approximately five years. As of Deber 31, 1996 and 1997, the outstan
balance of the promissory notes is approximateBA$30 and $685,000, respectively, and is refleated 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 betwte 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 subjechtrepurchase 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 exfjenthe years ended December 31, 1995, 1996 @8id vas $0.8 million, $3.6
million and $0.4 million, respectively. Deferrednspensation of $1.2 million and $0.6 million, resjpealy, as of December 31, 1996 and
1997, is reflected as a component of stockhol@epsity. Amortization of the stock-based deferrethpensation subsequent to 1997 will be
approximately $0.3 million per year.
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CSG SYSTEMS INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
For discussion of outstanding rights to acquiretamthl Common Stock, see Notes 4 and 12.
12. STOCK-BASED COMPENSATION PLANS
Stock Incentive Plans

During 1995, the Company adopted the IncentivelSRian (the "1995 Plan") whereby 257,000 shargh@fCompany's Common Stock hi
been reserved for issuance to eligible employedisso€ompany in the form of stock options. The lstmgtions are granted at prices set by
Board of Directors or a Committee of the Board (fBeard"), provided the minimum exercise price ésless than the fair market value of the
Company's Common Stock at the date of the grarg.t@itm of the outstanding options is 10 years. T#&400 options outstanding under the
1995 Plan at December 31, 1997, vest annually Dyesars.

During 1996, the Company adopted the 1996 Stocknitive Plan (the "1996 Plan") whereby 2,400,000eshaf the Company's Common
Stock have been reserved for issuance to eligibld@yees of the Company in the form of stock opgjmtock appreciation rights,
performance unit awards, restricted stock awandstazk bonus awards. In December 1997, upon sblaiehapproval, the number of shares
authorized for issuance under the 1996 Plan waeased to 4,000,000. As of December 31, 1997, 000®47,150 and 810,560 options
outstanding under the 1996 Plan vest annually 8yérand 5 years, respectively.

During 1997, the Company adopted the Stock Optian for Non-Employee Directors (the "Director Plawhereby 100,000 shares of the
Company's Common Stock have been reserved fomissua non-employee Directors of the Company irféhen of stock options. Stock
options under the Director Plan are granted aepriet by the Board, provided the minimum exengige is no less than the fair market ve

of the Company's Common Stock at the date of thetgiThe term of the outstanding options is 10 y€Bne vesting periods of the options
are determined under the discretion of the Boan@. 48,000 options outstanding under the Directan Bt December 31, 1997, vest annually
over 3 years.

A summary of the stock options issued under th&sF38n, the Director Plan, and 1995 Plan and clseadgeng the years ending December
31 are as follows:

YE AR ENDED DECEMBER 31,

1995 1996 1997

WEIGHTED WEIGHTED WEIGHTED

AVERAGE AVERAGE AVERAGE

SHARES EXERCISE PRICE SH ARES EXERCISE PRICE SHARES EXERCISE PRICE

Outstanding, beginning
of year............... - % - 2 51,750 $ 1.35 1,434,730 $18.62
Granted................ 251,750 135 1,2 23,380 21.78 1,111,700 23.21
Exercised.............. - - (4,800) 1.33 (74,300) 13.59
Forfeited.............. - - ( 35,600) 7.36  (396,020) 20.70
Outstanding, end of
year.....oooue... 251,750 $135 14 34,730 $18.62 2,076,110 $20.86
Options exercisable at
year-end............... -- 42,150 265,076
Weighted average fair
value of options
granted during the
year.....oooue... $ .30 $ 9.77 $ 9.20
Options available for
grant........ccce...... 5,250 1,2 11,545 2,195,865



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

The following table summarizes information abow @ompany's stock options as of December 31, 1997:

OPTIONS OUTSTA NDING OPTIONS EXERCISABLE
WEIGHTED
AVERAGE WEIGHTED WEIGHTED
RANGE OF NUMBER REMAINING AVERAGE NUMBER AVERAGE
EXERCISE PRICES  OUTSTANDING CONTRACTUAL LI FE EXERCISE PRICE EXERCISABLE EXERCISE PRICE
$1.25-$3.75........... 170,400 7.65 $ 1.37 58,350 $ 1.40
$15.00-$22.125.......... 1,254,450 8.83 18.17 111,500 17.33
$23.50-$29.875.......... 514,760 8.81 29.17 95,226 29.27
$33.56-$46.75........... 136,500 9.82 38.62 -- --
$1.25-$46.75........... 2,076,110 8.79 $20.86 265,076 $18.11

In January 1998, the Company granted 489,300 aptiba weighted average price per share of $4h@erithe 1996 Plan, with 468,000
shares and 21,300 shares vesting over four angdas, respectively. These options are not reflieictéhe above tables as they were granted
subsequent to December 31, 1997.

1996 Employee Stock Purchase Plan

During 1996, the Company adopted the 1996 Empl&feek Purchase Plan whereby 250,000 shares ofdhgény'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 ofpghrchase period. Purchases are made at the eadtofreonth. During 1996 and 1997,
respectively, 5,753 shares and 19,659 shares fmrepgurchased under the plan for $83,000 ($13.877®21 per share) and $439,000
($14.34 to $34.00 per share).

Stock-Based Compensation Plans

At December 31, 1997, the Company had four stodetb@ompensation plans, as described above. The&gnaccounts for these plans
under APB Opinion No. 25, under which no compewsatixpense has been recognized in 1995, 1996 @i, #26ept for $89,000 recognized
in 1996 for 5,925 shares granted as stock bonusdawender the 1996 Plan.

Had compensation expense for the Company's fouk-4tased compensation plans been based on theafa& at the grant dates for awards
under those plans consistent with the method of SE23, the Company's net loss and net loss pee sltiaibutable to common stockholders
for 1995, 1996 and 1997 would approximate the prmf amounts as follows (in thousands, exceptp@esamounts):

YEAR ENDED DECEMBER 31,
1995 1996 1997
Net loss:
As reported..........cccceeeeeeiieennn. $(22,7 66) $(4,350) $(102,871)
Proforma.........ccocooviviiienennnnn. (22,7 70) (5,263) (104,776)
Net loss per common share (basic and dilut-
ed):
As reported.........ooeveiiiiiiiiennns (6. 60) (.20) (4.03)
Proforma.........ccocoiviiiiiinennnn. (6. 60) (.24) (4.11)

The fair value of each option grant was estimatethe date of grant using the Black-Scholes opgiocing model with the following
weighted average assumptions for options granté®9%, 1996 and 1997, respectively: risk- freerggerates of 6.3 percent, 6.1 percent and
6.3 percent; dividend yield of zero percent for

46



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

all years; expected lives of 4.0, 5.0, and 3.9 y/e@nd volatility of zero percent, 40.0 percent] 40.0 percent. Consistent with SFAS 123, the
Company assumed zero volatility for all optionsngea prior to the date the Company qualified aslaip entity.

The effects of applying SFAS 123 in this pro fordisclosure are not indicative of future amountsASH23 applies only to 1995, 1996 and
1997, and additional awards in future years aricigated.

13. UNAUDITED QUARTERLY FINANCIAL DATA (IN THOUSANDS, EXCEPT PER SHARE DATA):

QUARTER ENDED

30 SEPTEMBER 30 DECEMBER 31

1996:

Total revenues..........c.......... $26,757 $30, 431 $35,320 $ 39,789
Gross margin.......ccceeeeeeeeenne 10,153 12, 288 15,722 19,889
Operating income (loss)(1)(2)...... (4,992) (82) 1,541 4,381
Income (loss) attributable to

common stockholders

............... (7,117) ( 696) 948 3,775
Extraordinary item(1)............. (1,260) - - -

Net income (loss) attributable to
common stockholders............... 8,377) ( 696) 948 3,775

Net income (loss) per share (basic
and diluted):

Income (loss) attributable to
common stockholders.............. (.65) ( .03) .04 .15
Extraordinary item................ (:12) --

Net income (loss) attributable to

common stockholders.............. (.76) ( .03) .04 .15

1997:

Total revenues..........cc......... $38,582 $41, 030 $43,278 $ 48,914
Gross margin.......cccceeeeeeenne 16,094 18, 862 21,235 25,631
Operating income (loss)(4)......... 1,327 2, 117 3,740 (113,719)
Income (loss) attributable to

common stockholders............... 1,164 1, 731 3,113  (116,224)
Extraordinary item(3)............. -- -- (577) --
Discontinued operations(3)........ - -- 7,922 --

Net income (loss) attributable to

common stockholders............... 1,164 1, 731 10,458 (116,224)

Net income (loss) per share (basic
and diluted):

Income (loss) attributable to

common stockholders.............. .05 .07 12 (4.56)
Extraordinary item................ -- -- (.02) --
Discontinued operations........... -- -- .30 --
Net income (loss) attributable to

common stockholders.............. .05 .07 .40 (4.56)

(1) The first quarter of 1996 includes a $3.2 miilinon-recurring charge, or $0.29 per share, torcestock-based compensation expense for
certain employees vesting in their performanceksprchase agreements effective with the closinp@iPO (Note 11). In addition, the first
quarter of 1996 includes a $1.3 million extraordyneharge for early extinguishment of debt (Note 6)

(2) During the fourth quarter of 1996, the Compeaagorded a reduction in operating expenses of appedely $1.4 million, or $0.05 per
share, related to favorable pricing adjustmentpfocessing services previously recorded as expatsely over the first three quarters of
1996.

(3) The third quarter of 1997 includes a $0.6 millextraordinary charge for early extinguishmendetft (Note 6). In addition, the third
quarter of 1997 includes a $7.9 million gain orpdistion of discontinued operations (Note 10).
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(4) The fourth quarter of 1997 includes the follog/inon-recurring items:

(a) The Company recorded a $105.5 million charg&4al4 per share, for purchased research andafeaeht related primarily to the
SUMMITrak asset acquisition (Note 4).

(b) The Company recorded a $11.7 million charge&iQ46 per share, for impairment of certain cajital software development costs (Note
2). This charge includes internal software develepticosts of $8.4 million which were previously italized over the first three quarters of
1997 at $2.8 million per quarter.

(c) The Company recorded a $4.7 million chargeh®1.8 per share, for impairment of certain intalgéssets (Note 2).
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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 regarddigectors is incorporated herein by
reference. Information regarding the Company's atee officers will be omitted from such proxy statent and is furnished in a separate
item captioned "Executive Officers of the Registtancluded in Part | of this Form 10-K.

ITEM 11. EXECUTIVE COMPENSATION

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

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

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

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

(a) FINANCIAL STATEMENTS, FINANCIAL STATEMENT SCHEJLES, AND EXHIBITS:

(1) FINANCIAL STATEMENTS

The financial statements filed as part of this repee listed on the Index to Consolidated Findrigtatements on page 23.

(2) FINANCIAL STATEMENT SCHEDULES:

Index to Consolidated Financial Statement Schedules

Page
Report of Independent Public Accountants........... ... 52
Schedule 1l - Valuation and Qualifying Accounts ... ... 53
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(3) EXHIBITS
Exhibits are listed in the Exhibit Index on page 54

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 October 6, 1997, as amended by Bek¢A) filed on December 5, 1997, under Item 2, Aisifion or Disposition of Assets,
was filed with the Securities and Exchange Commrsseporting (i) the execution of a 15-year proaegsontract with a Tele-
Communications, Inc. (TCI) affiliate and (ii) thecuisition of certain SUMMITrak assets from TClikdtes. The pro forma financial
information included in the Form 8-K(A) was as tolls:

Pro forma condensed consolidated balance sheétSeptember 30, 1997

Pro forma condensed consolidated statements o&tipes for the year and nine months ended DeceBher996, and September 30, 1997,
respectively.
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SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, the tegig has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

CSG SYSTEMS INTERNATIONAL, INC.

By: /sl Neal C. Hansen

Neal C. Hansen
Chi ef Executive Oficer
(Principal Executive Oficer)

Date: March 17, 1998

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in capacities and on the dathsdted.

/sl Neal C. Hansen Chai rman of the Board of March 17, 1998

Neal C. Hansen Directors and Chief

Executive Officer (Principal Executive Officer)

/sl John P. Pogge Presi dent, Chief Operating March 17, 1998
J;);];]-;:";:;)é;e ----------- O ficer and Director
/sl Greg A. Parker Vi ce President and March 17, 1998
(3"e;]-:A"|-3;1;-k-e; ---------- Chi ef Financial Oficer

(Principal Financial Oficer)
/sl Randy R Wese Controller March 17, 1998
Ré;lzj;/--F{--;/\;-e;_e ---------- (Principal Accounting Oficer)
/sl George F. Haddi x Di rector March 17, 1998

Ceorge F. Haddi x

/sl Royce J. Holland Di rector March 17, 1998

Royce J. Hol | and

/'s/ Jani ce Obuchowski Di rector March 17, 1998

Jani ce Obuchowski

/sl Bernard W Reznicek Di rector March 17, 1998

Bernard W Rezni cek

/sl Rockwel |l A. Schnabel Di rector March 17, 1998

Rockwel | A. Schnabel
/sl Frank V. Sica Di rector March 17, 1998

Frank V. Sica
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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@®®. 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(a)(2) of Part IV of this Form 1K-s the responsibility of the Company's managenagictis presented for purposes of complying
the Securities and Exchange Commission's rulessamok part of the basic financial statements. Botsedule has been subjected to the
auditing procedures applied in the audits of th@dfinancial statements and, in our opinion, fastates in all material respects the financial
data required to be set forth therein in relatmthe basic financial statements taken as a whole.

ARTHUR ANDERSEN LLP

Omaha, Nebraska
January 26, 1998

52



CSG SYSTEMS INTERNATIONAL, INC.

SCHEDULE Il - VALUATION AND QUALIFYING ACCOUNTS
ALLOWANCE FOR DOUBTFUL ACCOUNTS

FOR THE YEAR ENDED DECEMBER 31,

1995 1996 1997
(IN THOUSANDS)
Balance, beginning of period................... $457 $521 $819
Acquisition of businesses...................... - 101
Additions charged to expense................... 310 319 875
Reductions...........ccceveiiiiiiieininn. (246) (122) (300)
Balance, end of period.............c...cu...... $521 $819 $1,394
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EXHIBIT INDEX

EXHIBIT
NUMBER DESCRIPTION

2.01(1) Agreement of Merger among CSG Holdings,
Corporation, Cable Services Group, |
Inc., dated October 26, 1994

(2.02 intentionally omitted)

2.03(1) Amendment Agreement between First Data
Resources Inc., CSG Holdings, Inc.,
Inc., dated April 27, 1995

(2.04-2.06 intentionally omitted)

2.07(1) Founder Stock Purchase Agreement betwee
C. Hansen, dated November 30, 1994

2.08(1) Founder Stock Purchase Agreement betwee
George Haddix, dated November 30, 19

2.09(1) Founder Performance Stock Purchase Agre
Inc. and Neal C. Hansen, dated Novem
second amendments thereto

2.10(1) Founder Performance Stock Purchase Agre
Inc. and George Haddix, dated Novemb
second amendments thereto

2.11(1) Series A Preferred Stock Purchase Agree
and the purchasers listed on the Sch
thereto, dated November 30, 1994

2.12(1) Stockholders Agreement among CSG Holdin
investors listed on the Schedule of
dated November 30, 1994

(2.13-2.15 intentionally omitted)

2.16(2) Share Purchase Agreement among Cray Sys
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1996

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

(2.18 intentionally omitted)

2.19(5)* Restated and Amended CSG Master Subscri
Agreement between CSG Systems, Inc.
Corporation dated August 10, 1997
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2.21(5) Contingent Warrant to Purchase Common S
International, Inc. and TCI Technolo
September 19, 1997
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September 19, 1997

2.23(5) Registration Rights Agreement between C
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2.24(5) Loan Agreement among CSG Systems, Inc.
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Banque Paribas, as Agent, dated Sep
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EXHIBIT
NUMBER DESCRIPTIO

2.25 First Amendment to Loan Agreement among
Systems International, Inc. as co-bo
and Banque Paribas, as Agent, dated
3.01(1) Restated Certificate of Incorporation o
3.02(4) Restated Bylaws of CSG Systems Internat

3.03(4) Certificate of Amendment of Restated Ce
CSG Systems International, Inc.

4.01(1) Form of Common Stock Certificate

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

10.02(1) CSG Employee Stock Purchase Plan

10.03(1) CSG Systems International, Inc. 1996 St

10.04(1) Employee Performance Stock Purchase Agr
International, Inc. and George Haddi

first amendment thereto

10.05(1) Employee Restricted Stock Purchase Agre
International, Inc. and John P. Pogg

10.06(1) Employee Performance Stock Purchase Agr
International, Inc. and John P. Pogg
first and second amendments thereto

10.07(1) Employee Performance Stock Purchase Agr
International, Inc. and John P. Pogg
first and second amendments thereto
(10.08-10.10 intentionally omitted)
10.11(1) Registration Rights Agreement among CSG
and the purchasers listed on the Sch
thereto, dated November 30, 1994

10.12 Separation Agreement and Releases with

10.13 Independent Consulting Agreement with G
December 23, 1997

10.14(1) Employment Agreement with Neal C. Hanse

10.15 Indemnification Agreements between CSG
and certain directors

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

10.17(1) Lease, Assignment and Acceptance of Lea
of Lease, and First Amendment to Lea
2525 North 117th Avenue, Omaha, Nebr

10.18(1) Lease, Assignment and Assumption of Lea
respecting facility at 14301 Chandle

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

(10.20-10.36 intentionally omitted)

55

CSG Systems, Inc. and CSG
rrowers, and certain lenders
November 21, 1997

f the Company

ional, Inc.

rtificate of Incorporation of

centive Stock Plan

ock Incentive Plan

eement between CSG Systems
X, dated August 17, 1995, and
ement between CSG Systems
e, dated March 6, 1995
eement between CSG Systems

e, dated March 6, 1995, and

eement between CSG Systems
e, dated May 16, 1995, and

Systems International, Inc.
edule of Purchasers attached
George F. Haddix

eorge F. Haddix, dated

n
Systems International, Inc.
Systems International, Inc.

rs

se, Assignment and Assumption
se respecting facility at

aska

ses, and Lease Amendment
r Road, Omaha, Nebraska

at 4949 Pearl East Circle,



EXHIBIT
NUMBER DESCRIPTIO

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

(10.38 intentionally omitted)

10.39 CSG Systems, Inc. Wealth Accumulation
14, 1996 (previously filed as and
Exhibit 10.38 Registrant's Quarter
the period to the ended September

10.40(3)* Amended and Restated Services Agreeme
Technologies, Inc. and CSG Systems
Cable Services Group, Inc., dated

10.40A(3) Schedules 2.11, 2.14, 5.3 and 6.4 and
to Amended and Restated Services A
Technologies, Inc. and CSG Systems
Cable Services Group, Inc., dated

10.40B(P)(3) Schedules 1.21 and 1.47 and Exhibit A
and Restated Services Agreement be
Technologies, Inc. and CSG Systems
Cable Services Group, Inc., dated

(10.41-10.43 intentionally omitted)

10.44(4) CSG Systems International, Inc. Stock
Directors

21.01 Subsidiaries of the Company

23.01 Consent of Arthur Andersen LLP

27.01 Financial Data Schedule (EDGAR Versio
99.01 Safe Harbor for Forward-Looking State

Securities Litigation Reform Act o
Cautionary Statements and Risk Fac
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December 31, 1996

Option Plan for Non-Employee
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(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 Annual ReportosmBA.0-K, as amended, for the year
ended December 31, 1996.

(4) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRaym 10-Q for the period ended June
30, 1997.

(5) Incorporated by reference to the exhibit of $hene number to the Registrant's Current Repdfoom 8-K dated October 6, 1997.

* Portions of the exhibit have been omitted pursuaran application for confidential treatment, d@he omitted portions have been filed
separately with the Commission.
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EXHIBIT 2.25
FIRST AMENDMENT TO LOAN AGREEMENT

THIS FIRST AMENDMENT TO LOAN AGREEMENT, dated as biovember 21, 1997 ("Amendment"), is entered int@bd among CSG
SYSTEMS, INC., a Delaware corporation ("CSG"), &@8G SYSTEMS INTERNATIONAL, INC., a Delaware corptioa ("Holdings"), as
co-borrowers on a joint and several basis (eacdhiohehlly being from time to time referred to hereis a "Borrower" and collectively as the
"Borrowers"), the LENDERS party to the Loan Agrean@s defined below), and BANQUE PARIBAS, nottiindividual capacity but
solely in its capacity as the agent on behalf efltenders (in such capacity, the "Agent").

RECITALS

A. The Borrowers, the Lenders and the Agent hatered into that Loan Agreement dated as of Septedt)el997 (the "Loan Agreement"),
pursuant to which the Lenders have extended anel dgreed to extend and make available to the Benoeertain advances of credit in
accordance with their respective Commitments ammhupe terms and conditions set forth in the Logne&ment and other Loan Documents.

B. The parties desire to amend the Loan Agreensaetforth below, and the Lenders are willingd@mend the Loan Agreement, but only
on the terms, subject to the conditions and iranelé on the representations and warranties of dneoBers set forth below.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoingcRals and intending to be legally bound, theiparereto represent, warrant ¢
agree as follows:

1. DEFINITIONS. Capitalized terms used but not dedi in this Amendment shall have the meanings giw¢hem in the Loan Agreement.

2. CLOSING DATE. The Borrowers, the Lenders andAlgent each agree that the Closing occurred oneSdpdr 19, 1997, which date for
purposes of the Loan Agreement and the other La@uidents, shall be deemed to be the Closing Date.

3. AMENDMENTS TO THE LOAN AGREEMENT.

1 The definition of "Business Day" set forth in 8ex 1.1 is amended by deleting the word "meansthfthe final line thereof and inserting
the words "also include" in its place.

2 The definition of "Eligible Assignee" set forth Section 1.1 is amended by inserting the pareictié{provided that if an Event of Default
shall have occurred and



continuing the consent of the Borrowers shall retdyuired)" in the penultimate line following tiverds "not to be unreasonably withheld".
3 A definition of "Total Indebtedness" is addedSection 1.1 to read as follows:

"Total Indebtedness" means, as calculated on aotidated basis for Holdings and its Subsidiariesfasny date of determination, the total
Indebtedness of Holdings and its Subsidiaries.

4 Section 2.12 is amended by inserting the wordée4s otherwise provided herein" in the third linereof following the words "which is not
a business day,".

5 Section 3.2(c) is amended by deleting the wokdsder is" from the first line thereof and insegtim their place the words "Borrowers are".

6 Section 7.1(e) is amended by deleting the woedst month" from the second line thereof and iimseit their place the words "such Fis
Quarter".

7 Section 9.1 is amended by deleting the word "Glidtested" from the second line thereof.

8 Section 11.3 is amended by inserting the wordétkand except to the extent expressly providéldisnAgreement,” at the beginning of
final sentence thereof and changing the word "Mat appears following such clause to lower case.

9 Section 11.4(b) is amended by inserting the wtaddo any Borrowing" in the second line theremlfoiwing the words "specified in
ARTICLE IV" and by deleting the word "initial" irhe ninth line thereof and inserting the word "suichits place.

4. LIMITATIONS ON AMENDMENTS.

(a) Each of the amendments set forth in SECTIONS®3, above, is effective for the purposes sé¢h foerein and shall be limited precisely
as written and shall not be deemed to (i) be aammrt® any other amendment, waiver or modificatbany other term or condition of any
Loan Document, or

(i) otherwise prejudice any right or remedy whitle Lenders or the Agent may now have or may haved future under or in connection
with any Loan Document.

(b) This Amendment shall be construed in conneatith and as part of the Loan Documents and athserconditions, representations,
warranties, covenants and agreements set fortteihdan Documents, except as herein waived or aatkradle hereby ratified and confirmed
and shall remain in full force and effe



5. REPRESENTATIONS AND WARRANTIES. In order to inthithe Lenders and the Agent to enter into this Wangent, each of the
Borrowers hereby jointly and severally represents@arrants to each Lender and the Agent as follows

(a) After giving effect to this Amendment, (i) thepresentations and warranties contained in the Dmxuments (other than those which
expressly speak as of a different date) are treeyrate and complete in all material respects dlseoflate hereof and (ii) no Default or Event
of Default has occurred and is continuing;

(b) Each Borrower has the corporate power and aitiito execute and deliver this Amendment andeadigrm its obligations under the Loan
Documents to which it is a party;

(c) The certificate of incorporation and bylawseaich Borrower delivered to the Lenders on the @tpBiate have not been amended,
modified, supplemented or restated and contindetim full force and effect;

(d) The execution and delivery by each Borrowethaf Amendment and the performance by each Borrafvigs obligations under the Loan
Agreement and each of the other Loan Documentshtohatt is a party have been duly authorized byhatiessary corporate action on the part
of such Borrower;

(e) The execution and delivery by each Borrowehif Amendment and the performance by each Borroivigs obligations under the Loan
Documents to which it is a party will not contraeeamy provision of either of the Borrowers' Orgatiznal Documents and will not (i) to the
best of the Borrowers' knowledge, after Due Inguigntravene, conflict with or violate any Requiearhof Law, (ii) contravene, conflict or
violate any applicable order, writ, judgment, injtion, decree, determination or award of any Gowvermtal Authority or (iii) violate or result

in the breach of, or constitute a default underlaay or credit agreement, indenture or other demtrfwhich documents are, in the
aggregate, material) to which either of the Bornmais a party or by which either of the Borrowerdheir respective Property and assets may
be bound or affected.

(f) The execution and delivery by each Borrowethid Amendment and the performance by each Borrofvigs obligations under each of
Loan Documents to which it is a party do not regainy order, consent, approval, license, authdoizatr validation of, or filing, recording «
registration with, or exemption by any governmewtgbublic body or authority, or subdivision thefidainding on such Borrower, except as
already has been obtained or made; and

(9) This Amendment has been duly executed andetelid/by each Borrower and is the binding obligatibeach Borrower, enforceable
against it in accordance with its terms, exceuash enforceability may be limited by bankrupteysdlvency, reorganizatio



liquidation, moratorium or other similar laws ofrgeal application and equitable principles relatmgr affecting creditors' rights.
6. REAFFIRMATION. Each Borrower hereby reaffirms dbligations under each Loan Document to which at party.

7. EFFECTIVENESS. This Amendment shall be deemdxkteffective as of November 21, 1997 upon the @@t and delivery to the Age
of a copy of this Amendment by each Borrower andbygque Paribas as the sole Lender as of such



8. GOVERNING LAW. THIS AMENDMENT SHALL BE GOVERNEIBY AND SHALL BE CONSTRUED AND ENFORCED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF CALIFORNIA

9. COUNTERPARTS. This Amendment may be signed ynrarmber of counterparts, and by different partieseto in separate counterparts,
with the same effect as if the signatures to each sounterpart were upon a single instrumentcélinterparts shall be deemed an origin:
this Amendment.

IN WITNESS WHEREOF, the parties hereto have catisisdAmendment to be executed as of the datevirsten above.

THE BORROVERS CSG SYSTEMs, | NC.

By: /s/ Geg A Parker

Title:Vice President & Chief Financial Oficer

CSG SYSTEMS | NTERNATI ONAL, | NC.

By: /s/ Greg A Parker

Title: Vice President & Chief Financial Oficer

THE LENDERS BANQUE PARI BAS

By: /s/ Lee S. Buckner

Printed Name: Lee S. Buckner

Title: Managing Director

By: /s/ Robert N. Pinkerton

Title: Director



THE AGENT BANQUE PARI BAS, as Agent

By: /s/ Lee S. Buckner

Printed Name: Lee S. Buckner

Title: Managing Director

By: /s/ Robert N. Pinkerton

Title: Director



EXHIBIT 10.12
John P. Pogge
President &
Chief Operating Officer

March 13, 1998

Mr. George F. Haddix
7411 Madison Street
Ralston, NE 68127

Re: Separation Agreement and Releases
Dear Mr. Haddix:

This is to confirm our understanding about the teation of your employment with CSG Systems, Iiiee ("Company"). This letter (hereatf
referred to as this "Agreement") outlines the biésgbu will receive, and the legal rights you wildive, upon execution of this Agreement,
and will constitute a binding contract when exedutéou are encouraged to consult an attorney, ameiiew this Agreement carefully.

1. DEPARTURE FROM EMPLOYMENT; FINAL PAY AND BENEFIS. Effective on December 31, 1997, you will ceasdquming your
responsibilities for the Company as President amiéf(rechnology Officer and will relinquish allles and authorities you may have with
respect to the Company. You will no longer be arileal to incur any expenses, obligations or li¢iesi on behalf of the Company, and will
return all Company property within your possessinaluding customer lists, information, forms, farkas, plans, documents and other wri
and computer materials, and copies of the samengielg to the Company or any of its customers. Widlreceive on December 26, 1997, a
payroll check for your salary through your last ddiyvork, plus payment for your accrued but unusgchtion hours, if not already received.

The Company will withhold from these amounts ttendard state and federal income taxes and pagsast and all other deductions
authorized by law or by you. You will also receseparate notices describing your right to continsarance coverage under COBRA, as
applicable.

2. SEPARATION BENEFITS. In consideration for th@mprises, waivers and releases made by you in thisekgent (each of which
constitutes essential consideration for the bengtitu receive), you will receive separation besefit described below. By signing this
Agreement, you agree that (i) these benefits aagldtition to the pay and benefits to which you wloatherwise be entitled, which are
described in paragraph 1 above, and (ii) you atentitled to receive, and ti
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Company is not obligated to pay you, any salarpuisocommission or other compensation or benefitef@ as expressly described in this
Agreement. All payments to you will be subject targlard withholding for state and federal income&saand payroll taxes, and other
deductions authorized by law or by you. The seardtenefits you will receive are as follows:

a) Cash Bonus. You will receive the gross sum &0$200.00 which sum represents your 1997 salaryson

b) Vesting of Options. 9,800 Incentive Stock Opsiowhich were granted to you on February 22, 1886fully vest as of December 30,
1997.

3. YOUR RELEASE OF THE COMPANY. In consideratiorr the benefits to you under this Agreement, yoebgifully and forever relea:
and discharge CSG Systems, Inc., any parent, sabgidffiliate or related corporations, and alttbéir respective officers, directors,
shareholders, employees, agents, predecessoressacs and assigns (collectively, "Releasees") &mdhagainst any and all claims, cause
action, liabilities or demands of any kind whatseewhether presently known or unknown, assertathasserted, that you may now have or
in the future have against Releasees which arose before the date that you sign this Agreemeamd,vahich arise out of or relate to your
employment with, or separation from employment witte Company. These claims include, but are natdid to, all claims of discrimination
on the basis of race, color, religion, sex, agépnal origin, disability, or any other impropeictar; breach of contract; impairment of
economic opportunity; interference with contractomémployment relations; infliction of emotionatuless; fraud; misrepresentation;
defamation; or invasion of privacy, and specifigaticluding but not limited to claims under the AQescrimination in Employment Act, the
Americans with Disabilities Act, the Family and Meal Leave Act, 42 U.S.C. (S)(S) 1981, Title VIlthie Civil Rights Act of 1964, and any
other federal or state constitution, statute, @dae or regulation, or common law. This releaskides all claims for compensatory, punitive
and liquidated damages, attorney fees and costgeisded to fully and forever eliminate all empimgnt-related claims you may have against
Releasees or any of them, and shall be broadlypirgted to achieve that goal. This release ismtended to waive any rights or claims of
yours that may arise after the date you sign tlggeAment, or that arise under this Agreement it

4. CONFIDENTIAL INFORMATION. During your employmentith the Company you had access to the Compaopfdential and
proprietary information and trade secrets, as aglhose of the Company's parent, affiliates, sidrses and related corporations (collectiv
hereafter "the Company"). This includes informatiom data concerning research, development, sicgitmning, trade secrets, customer
accounts, customer lists and preferences (inclugiiaterred/best customer lists), marketing actgitand procedures, pricing policies and
practices, salaries,

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES FOR THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE

THEIR RESPECTIVE COMPANIES
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accounting practices and procedures, financial, datangements and practices, pro formas, saldsogh&tpersonnel files, data processing
other record keeping systems, software, and ottiemnation relating to the operations of the Comypais further and essential considerat
for the benefits to you under this Agreement, yorea that you will not disclose or impart to anlgestperson, directly or indirectly, any of
this information, nor will you remove any of thiférmation from the Company's premises; you williediately return to the Company any
confidential information that you may have in ygassession, including any copies, regardless dbttme or media of such information; and
you will not retain any copies of such informatiamd will not assist another in the use, disclosureopying of such confidential informatic
In the event that you violate any of the termshig paragraph, the Company may withhold and/orvecany of the severance benefits pai
agreed to be paid to you pursuant to paragrapht@owut waiving its right to pursue any other legakequitable remedies, and your entitlen
to such benefits shall cease and be forfeited.

5. RESTRICTIVE COVENANTS. As further and essentiahsideration for the benefits to you under thisefgnent, you agree that for a
period of eighteen (18) months following your extimu of this Agreement, you will not, for any reasehatsoever, directly or indirectly,
whether as an employee, agent, consultant, indep¢iedntractor, owner, partner or otherwise, almni@ association with others:

a) solicit, contract with, be employed by or othisevserve any customer or prospective customdreo€bompany with whom you actually did
business and had personal contact during thehlast-6ix (36) months of your employment with ther@pany, for the purpose of obtaining or
serving the business of such customer;

b) advise or recommend to any other person thdt garson solicit, contract with, be employed bythrerwise serve any customer or
prospective customer of the Company with whom ydually did business and had personal contact duhia last thirty-six (36) months of
your employment with the Company, for the purpdsebdaining or serving the business of such custp

c) utilize confidential information as describedoi@ragraph 4, while working for yourself or a cotitpe of the Company in competition with
the Company in the business of cable billing oeoservices provided by the Company; or

d) employ, solicit for employment, or advise oragsnend to any other person that such person engplsglicit for employment, any person
employed by the Company.

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES FOR THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE

THEIR RESPECTIVE COMPANIES
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You agree that the Company's area of businesseiational, and that it is reasonable to resyioctr competition as described above in order
to protect the Company's legitimate business ndedbe event that you violate any of the termshid paragraph, the Company may witht
and/or recover any of the severance benefits paédjieeed to be paid to you pursuant to paragraplitRout waiving its right to pursue any
other legal or equitable remedies, and your eniilet to such benefits shall cease and be forfelted.restrictions contained herein are in
addition to those restrictions contained within aeparate nondisclosure, trade secrets or noritatibo agreements which you have signed.
You agree that the provisions of any such agreesraall remain in full force and effect, and arémerged into this document.

6. VALIDITY AND SEVERABILITY. Both you and the Comgny agree that we will not seek to defeat, or $edlave declared invalid, any
provision of this Agreement. In the event that payt of the covenants set forth in paragraph 3 sleaheld to be invalid or unenforceable,
remaining parts thereof shall nevertheless contindee valid and enforceable as though the inweid unenforceable part had not been
included herein. If any provision of such covenattall be declared by a court of competent jurisaticto exceed the maximum provisions
which the court deems reasonable and enforcealib,@ovisions shall be deemed to be reformedabwihich such court deems reasonable
and enforceable. If the court determines that ntspd the covenants are enforceable, then you shalediately repay to the Company all of
the payments you received pursuant to paragraghi2soAgreement, and the Company's obligation skenany further payments to you
pursuant to such paragraph shall cease.

In the event that any benefits are forfeited or nbesrepaid under this Agreement, no interest sietlue on such amounts prior to demand,
and the temporary use of such funds shall be de¢mneel adequate consideration for all of your rermgi obligations under this Agreement,
including your waivers and releases.

If a court finds that any provision of this Agreamé& unenforceable, that provision will be sevesiad the balance of the Agreement will be
enforceable; except that if paragraphs 3, 4 oeSa@und to be unenforceable, then this entire Agmd may, at the Company's option, be
declared to be null and void, in which case youlstinediately return the severance benefits toGoenpany.

7. NON-DISCLOSURE. You agree not to disclose thisterce or contents of this Agreement, or the bhenpfovided to you hereunder,
unless required by law. This restriction will n@pdy to disclosure by you to members of your imnagelfamily or to your legal, tax, or
financial advisors, provided that you advise thdrhis provision, and you agree to use your bedstresfto protect against any further
disclosure by those persons.

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES FOR THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE

THEIR RESPECTIVE COMPANIES



CSG SYSTEMS, INC.

Mr. George F. Haddix
March 13, 1998

Page 5

8. NO REINSTATEMENT. You agree that by signing tAigreement and accepting the severance benefiisaggogiving up any right that
you have or may have to reapply for or be reindttdeemployment with the Company; that you will hereafter seek permanent employn
by the Company; and that if you do, the Comparefigsal to hire you or its termination of such enyphent shall be conclusively presume:
be based solely on this Agreement.

9. TIME TO CONSIDER AND RIGHT TO REVOKE. You mayt wour option, before signing this Agreement, cdasiit for a period of ten
(10) days from the day it is presented to you. Byithat period you should review and discuss ihwdur attorney. After you sign this
Agreement you will have a period of seven (7) dayevoke it by notifying the Company in writinglikered to the Director of Human
Resources, in Omaha, Nebraska. This Agreementuilbecome effective or enforceable until the sv@mlay revocation period expires,
and no payments under paragraph 2 shall be requiridsuch period has expired without revocation.

10. REFERENCES. The Company agrees to provide alaeference responses to inquiries about you fsoyapective employers. The
response will include a verification of past emplent, dates of employment and job titles.

11. NO ADMISSION. Neither the payment of any summafney nor the execution of this Agreement by tben@any shall in any way be
construed as an admission of any wrongful or unldag€t whatsoever, and the Company specificallgldisis any liability to you, or
wrongful or unlawful act against you.

12. GOVERNING LAW. This Agreement will be interpeet and enforced under the laws of the State of &ékar
If this Agreement is acceptable to you, please aigghdate the enclosed copy of this Agreementdrspiace indicated and return it to me.
Sincerely yours,

/sl John P. Pogge

John P. Pogge

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES FOR THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE

THEIR RESPECTIVE COMPANIES
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By signing below, | accept this Agreement in itsirey. | acknowledge that | have been encouragembhsult an attorney, have been allowed
ten (10) days to consider this Agreement, undedstéaery provision of this Agreement, and execuite Algreement voluntarily and without
duress or coercion.

/sl George F. Haddix Date: Decenmber 31, 1997

Ceorge F. Haddi x

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES FOR THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE

THEIR RESPECTIVE COMPANIES



Exhibit 10.13
INDEPENDENT CONSULTING AGREEMENT

This AGREEMENT dated this 23rd day of December,70.88d made effective January 1, 1998, is betwedn tems, Inc., a Delaware
corporation with its principal place of busines§887 East Belleview Avenue, Suite 1000, Englew&mlprado 80111 (hereinafter referred
to as "CSG") and George F. Haddix, whose residenloeated at 7411 Madison Street, Ralston, Nelar&84.27 (hereinafter referred to as
"Haddix").

WITNESSETH:

WHEREAS, CSG is engaged in the development, mamethd support of computer programs and relatesgsassociated with providing
billing systems and services for the communicatiodsistry;

WHEREAS, Haddix is engaged in the business of pliogi certain services to businesses such as tf@$6f and customers of CSG;

WHEREAS, Haddix has retired from his position asdttent and Chief Technology Officer of the Compamd pursuant to his
understanding with the Board of Directors of CS&ere fully described in his Separation Agreenaertt Releases dated December 31,
1997 ("Separation Agreement"), Haddix has agrequduide to CSG consultation services at signifitareduced rates in exchange for the
consideration contained in the Separation Agreenaemt

WHEREAS, Haddix desires to be retained as an adaiso consultant to CSG and CSG desires to retaddit on all of the terms and
conditions hereof.

NOW, THEREFORE, in consideration of the promisesenants and agreements hereinafter containegatties hereto agree as follov

1. APPOINTMENT

CSG hereby retains Haddix, and Haddix hereby agressrve, as an advisor and consultant to CS@igltine term of this Agreement in
accordance with its terms.

2. TERM AND TERMINATION

(A) The term of this Agreement shall be that tepadfied on Schedule A attached hereto, unlessesderminated as hereinafter provided or
unless extended in writing by mutual consent ofghsies.

(B) Notwithstanding any other provision here



1) Haddix may terminate this Agreement for causenédiately upon written notice to CSG, if Haddiakihave determined that: (i) CSG t
committed a material breach of any provision o$ thgreement; or (i) there shall have occurreditiselvency, bankruptcy or dissolution of
CSG.

2) CSG may terminate this Agreement for cause, idiately upon written notice to Haddix if: (i) Haddis convicted of, or enters a plea of
guilty or no contest to a charge of theft, fraucotbezzlement involving a loss of money or othepprty of CSG, or of any customer or
client of CSG; or (ii) Haddix is convicted of comtirig a crime involving moral turpitude.

(C) Termination of this Agreement in accordancehvaihy of the provisions of this Section 2 shalllihout prejudice to any other remedy to
which either party may be entitled either at lawequity or under this Agreement; provided, howetlgat CSG's exclusive liability to Haddix
shall be the payment of fees earned by Haddix tilrdhe effective date of termination.

3. DUTIES OF HADDIX; EXCLUSIVITY

(A) Haddix shall provide such consultation, advysservices and assistance regarding the technimahgement, operations and
administration of CSG, and such other servicesnuainsistent with the position of an advisor andszdtant as directed by an authorized
representative of CSG from time to time. Thoseeduéire described generally on Schedule A.

(B) During the term of this Agreement, Haddix shadt provide any consulting or other services tp @mpetitor of CSG.

4. COMPENSATION

For all services provided by Haddix under the teafnthis Agreement, CSG shall pay Haddix a consglfee as specified on Schedule A.
Haddix shall invoice CSG monthly, in arrears, fersces rendered hereunder.

5. BUSINESS EXPENSES

Haddix shall be reimbursed by CSG for all reasom&iapenses incurred by Haddix associated withdrifopnance under this Agreement,
including, but not limited to, costs of transpaidat meals and lodging. Haddix shall maintain rpteeand other documentary evidence which
establish the date, place, amount and other clearafcthe



expenditure to be reimbursed by CSG, and shallingerforming his duties hereunder, make any edjpere which would violate any
statute, be against public policy or subject eitb8G or Haddix to civil or criminal liability.

6. OWNERSHIP OF WORK PRODUCT

All Work Product created or developed by Haddixidgithe term of this Agreement is and shall beakausive property of CSG, and all ti
and interest therein shall vest in CSG and shatldsamed to be a work made for hire and made isdhese of the services rendered
hereunder. To the extent that title to any suchkRNRypduct may not, by operation of law, vest in G8Guch Work Product may not be
considered works made for hire, all rights, tithelanterest therein are hereby irrevocably assigae&2iSG for the purposes of the United
States copyright laws and the laws of any othentrguin which the work is to be performed. Additaly, to the extent permitted by law,
Haddix waives any moral rights he may have in trek\Product. All such materials shall belong exuslely to CSG, with CSG having the
right to obtain and to hold in its own name, coghits, patents, registrations or such other praees may be appropriate to the subject
matter, and any extensions and renewals theresin@the term of this Agreement and thereafter, dbadgrees to provide CSG and any
person designated by CSG, such assistance as B886&sole discretion, deems necessary to pefieatights defined in this paragraph. CSG
will pay Haddix for such assistance at double thiéydate of compensation that is set forth on BihA attached hereto. "Work Product”
includes, but is not limited to, all informatiorgports, studies, object or source code, flow chdiéggrams and other tangible or intangible
material of any nature whatsoever produced asudt refsthe performance of this Agreement, as welaH copies thereof.

Haddix agrees to sign all papers, take all rightfaths and perform all acts necessary to makétrisement effective as to any particular
ideas or applications for letters, patents covesage, domestic or foreign, and including any esitars, division or reissues thereof, and
Haddix agrees to do all lawful acts to protect G3@hts and interests and those of any parerffibated companies, including the giving of
testimony. Haddix will be compensated for time ggdaliilling these obligations at double the ratefar performing his services hereunder.

Unless otherwise requested by CSG, upon the coioiplet the services to be performed under each @&dbef this Agreement or upon the
earlier termination of each such Schedule, Haddatll $smmediately turn over to CSG all materials alefiverables developed pursuant to
such Schedule



7. INDEMNIFICATION

If Haddix becomes a party to or other participantir is threatened to be made a party to or wétmesther participant, in a suit, proceeding
or alternative dispute resolution mechanism, whethél, criminal, administrative, investigative other (a "Claim") by reason of Haddix's
position as an advisor or consultant to CSG ordagon of any action or inaction on the part of Hadtthe request of CSG, CSG shall
indemnify Haddix for any expenses (including ateysi fees) incurred in defending such Claim(s)sBection shall not apply with respec
acts or omissions from which Haddix may not beeradd of liability under applicable law, or any @fgs) initiated or brought voluntarily by
Haddix and not by way of defense.

8. CONFIDENTIALITY

Haddix shall not, upon termination of this Agreemgublish or disclose, without the prior writteonsent of CSG, any business record,
memorandum, paper or document, any correspondpramijct specification or code, cost data, custdisgrestimate, market survey or any
other document containing any information or traderet relating to CSG's business, or that ofussamers, subsidiaries, parents or affilia

9. RELATIONSHIP AND TAXES

Each party to this Agreement shall be and act asdependent contractor and not as an agent angrasf, or joint venturer with, the other
party for any purpose, and neither party by vidbighis Agreement shall have any right, power dhatity to act or create any obligation,
expressed or implied, on behalf of the other patigddix acknowledges and agrees that, under norostances, shall he be considered an
employee of CSG within the meaning or applicatibamy national or state unemployment insurance dtvage benefit law, workmen's
compensation or industrial accident law, or otineluistrial or labor law, any tax law, or any CSG tyee benefit plan. Haddix shall be so
responsible for the payment of any and all taxes@ated with his performance under this Agreement.

10. HADDIX'S REPRESENTATIONS, COVENANTS AND WARRANES

Haddix hereby represents, covenants and warra@S€ that Haddix has full power and authority tteemto this Agreement and to render
the services contemplated hereby. Haddix represemignants and warrants that his entering in®Algreement and performance hereunder
shall not, for any reason whatsoever, constitiieeach by Haddix of any duty owed to a third pairtgluding, but not limited to, a former
employer. Haddix further represents, covenantswaardants that he shall nc



throughout the term of this Agreement, utilize gngprietary information not belonging to Haddix whiwould result in a breach of any such
duty.

11. DESIGNATED REPRESENTATIVE

CSG's representative who shall serve as the CStaatomith Haddix is designated on Schedule A. Adirkvproduced by Haddix, whether ¢
tangible or intangible form, shall be submittedhis individual for review and consideration.

12. ENTIRE AGREEMENT

This Agreement and any schedules or agreementsaéf® or incorporated herein constitutes and&sges the entire agreement and
understanding between the parties hereto with otgpeall matters herein contained and supersdtipa@ agreements between the parties.
There is no statement, promise, agreement or digigan existence which conflicts with the termstlois Agreement or may modify, enlarge
or invalidate this Agreement or any provisions bére

13. SUCCESSORS AND ASSIGNS

All covenants, stipulations and promises in thiseggnment shall be binding upon and inure to the fitesfethe parties hereto and their
respective heirs, executors, representatives, sseceand permitted assigns. Neither party shaé tee right to assign or otherwise transfer
any right or obligation under this Agreement exagjph the written consent of the other party; pded, however, that a successor in interest
by merger, operation of law, assignment, purchasgherwise of the entire business of CSG shall&edhe entire interest of CSG hereur
without Haddix's prior written consent; and furtipeovided that CSG may assign its rights and obibga hereunder or any portion thereof
without Haddix's prior written consent to any suligsiy, agent, licensor or other affiliated partyG8G.

14. WAIVERS

No failure on the part of either party to exercesegd no delay in the exercising of, any right eneely hereunder shall operate as a we
thereof; nor shall any single or partial exercifamy right or remedy hereunder preclude any otinéuture exercise thereof or the exercise of
any other right or remedy granted hereby or byrafgted document or by lay



15. AMENDMENTS

This Agreement may not be and shall not be deemedrstrued to have been modified, amended, resdjrmhnceled or waived in whole or
in part, except by written instrument signed by plaeties hereto.

16. GOVERNING LAW

This Agreement shall be deemed to be a contraceraader the laws of the United States, State ofddda and any dispute or controversy
which may arise out of or in connection with thigréement shall be construed in accordance withgamdrned by the laws of such State,
without regard to any conflict of laws rules.

17. CONSTRUCTION

Throughout this Agreement the use of the singulaniper shall be construed to include the plural;piueal the singular; and the use of any
gender shall include all genders whenever requisetthe context.

18. FURTHER ASSURANCES

Each party will give its full cooperation to théhet in achieving and fulfilling the terms of thigeement, and to that end each party shall
give all consents and information and executewsdhsdocuments as may be reasonably required it &rfl achieve these purposes, inclut
such as may be required by governmental laws alaggns.

19. SEVERABILITY

Whenever possible, each provision of this Agreerneeta be effective and valid under applicable l#vany provision of this Agreement or
any related document shall be prohibited by or dabmvalid or enforceable under applicable lawhspivision shall be ineffective only to
the extent of such prohibition or invalidity withoimvalidating the remaining provisions of this &gment or such related document.

20. NOTICES AND WRITTEN CONSENTS

All notices, requests, demands and written consgmés to or made upon the parties hereto shadketxas otherwise specified herein, be in
writing and be delivered by hand or by registeredl to the parties at the addresses appearing a



Any party may, by written notice hereunder to alftpes, designate a changed address for such photice shall be considered communici
and consent shall be considered given as of theitiatreceived.

21. SURVIVING SECTIONS

The following Sections shall survive the terminataf this Agreement:
Sections 6, 7 and 8.

IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

CSG SYSTEMS, | NC. GEORGE F. HADDI X
/sl Neal C. Hansen /sl George F. Haddi x
Si ghature Si ghat ure

Neal C. Hansen

Print Nane

Chai rman & CEO



SCHEDULE A
TO INDEPENDENT CONSULTING AGREEMENT
BETWEEN GEORGE F. HADDIX AND CSG SYSTEMS, INC.
DATED

SECTION 2: TERM OF AGREEMENT. This Agreement stainmence on the date of its execution and shatfiitette on its second
anniversary, unless terminated sooner in accordaithehe terms of this Agreement.

SECTION 3: DUTIES OF HADDIX.: The Scope of Work aBthtement of Work to be provided by Haddix untierAgreement shall consist
of the following:

Haddix shall be chiefly responsible for advising&SCFO, COO, CEO and General Counsel in the teahnianagement and administration
of the Company. Special Projects shall be assifpoad time to time by any and all of these indivithua

The parties agree that additional Schedules magdted to this Agreement from time to time uponrthgual written consent of the parties,
which supplement or amend this initial statemestdbing the duties of Haddix.

SECTION 4: COMPENSATION. Haddix shall be paid a sudlting fee at a rate of $3,000 per calendar yaartgr on a retainer basis,
inclusive of all costs, expenses and taxes, foptbeision of services provided hereunder. For thiarterly consulting fee, Haddix will be
expected to work three (3) days per calendar quaB®G may not require Haddix to work additionaysibut shall compensate Haddix at a
daily rate of $1,000 for each day worked (basedm®8 hour work day) in excess thereof. Haddix ballentitled to receive a pro- rated
amount of such daily rate for any partial days veorin excess of one (1) day per month. Haddix a8@ @gree and understand that the
compensation paid hereunder is significantly less the market rate Haddix may demand in the opketplace. The parties agree that this
reduced rate is in partial consideration of thedfigmgranted to Haddix pursuant to the Separatigreement, which agreement is hereby
incorporated into this Agreement by reference,whith benefits include, but are not limited to, thesting of 9,800 Incentive Stock Options
on December 30, 1997. Regardless of the actual mnadwvork expected of or performed by Haddix dgrthe term of this Agreement, the
restriction on Haddix providing consulting servitesany competitor of CSG as set forth in Secti®) ®f this Agreement shall remain in fi
force and effect throughout the term hereof.

SECTION 11: DESIGNATED REPRESENTATIVE. The CSG Dpsited Representative for purposes of this Agreemdrom shall be
responsible for review Haddix's Work

Product, as well as approving all reimbursable asps, shall be Neal Hanst



EXHIBIT 10.15
CSG SYSTEMS INTERNATIONAL, INC.

INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement") is reaxhd entered into as of the 28th day of Janu&8§7,lby and between CSG SYSTEMS
INTERNATIONAL, INC., a Delaware corporation, ang ivholly-owned subsidiary, CSG SYSTEMS, INC. (stwh corporations being
collectively referred to herein as the "Companyil) ROYCE J. HOLLAND ("Indemnitee").

RECITALS:

A. The Company and Indemnitee recognize the coedrdifficulty in obtaining liability insurance fats directors, officers, employees,
agents, and fiduciaries, the significant increasele cost of such insurance and the general tehscin the coverage of such insurance.

B. The Company and Indemnitee further recognizesthistantial increase in corporate litigation ingyal, subjecting directors, officers,
employees, agents, and fiduciaries to extensiigation risks at the same time as the availabditg coverage of liability insurance has been
severely reduced.

C. Indemnitee does not regard the current protecti@ilable as adequate under the present circaoestaand Indemnitee and other direct
officers, employees, agents, and fiduciaries of@bepany may not be willing to continue to servsuich capacities without additional
protection.

D. The Company desires to attract and retain thecss of highly qualified individuals, such as émdnitee, to serve the Company and, in
part, in order to induce Indemnitee to continugravide services to the Company, wishes to profadéhe indemnification and advancing of
expenses to Indemnitee to the maximum extent piunity law.

E. In view of the considerations set forth abotre, Company desires that Indemnitee be indemnifyettiéd Company as set forth herein.
NOW, THEREFORE, the Company and Indemnitee hergbgeaas follows

1. Indemnification.

(a) Indemnification of Expenses. The Company shdikmnify Indemnitee to the fullest extent pernttey law if Indemnitee was or is or
becomes a party to or witness or other participgnir is threatened to be made a party to or w#rar other participant in, any threatened,
pending, or completed action, suit, proceedin@lt@rnative dispute resolution mechanism, or ararihg, inquiry, or investigation that
Indemnitee in good faith believes might lead toitigitution of any such action, suit, proceediogalternative dispute resolution mechani
whether civil, criminal, administrative, investigad, or other (hereinafter a "Claim") by reasor{afarising in part out of) any event or
occurrence related to the fact that Indemnite



or was a director, officer, employee, agent, oudidry of the Company, or any subsidiary of the @any, or is or was serving at the request
of the Company as a director, officer, employeenagor fiduciary of another corporation, partngsfoint venture, trust, or other enterprise,
or by reason of any action or inaction on the pathdemnitee while serving in such capacity (heaéter as "Indemnifiable Event") against
any and all expenses (including attorneys' feesadirather costs, expenses, and obligations indunmeonnection with investigating,
defending, being a witness in or participatingintiuding on appeal), or preparing to defend, mataess in, or participate in, any such act
suit, proceeding, alternative dispute resolutiortima@ism, hearing, inquiry, or investigation), judgnts, fines, penalties and amounts paid in
settlement (if such settlement is approved in adegdry the Company, which approval shall not be aswaably withheld) of such Claim and
any federal, state, local, or foreign taxes impasedhdemnitee as a result of the actual or deawesipt of any payments under this
Agreement (collectively, hereinafter "Expensegigluding all interest, assessments, and other ekgrgid or payable in connection with o
respect of such Expenses. Such payment of Expshaide made by the Company as soon as practibabla any event no later than five
days after written demand by Indemnitee therefprésented to the Company.

(b) Reviewing Party. Notwithstanding the foregoi(iyjthe obligations of the Company under Secti¢a) Shall be subject to the condition 1
the Reviewing Party (as described in Section 19ée¢of) shall not have determined (in a writtemapi, in any case in which the
Independent Legal Counsel referred to in Sectiah ié€reof is involved) that Indemnitee would notpeemitted to be indemnified under
applicable law, and (ii) the obligation of the Caamny to make an advance payment of Expenses to mitEpursuant to

Section 2(a) (an "Expense Advance") shall be suilijethe condition that, if, when, and to the extidvat the Reviewing Party determines that
Indemnitee would not be permitted to be so indeiadifinder applicable law, the Company shall betledtto be reimbursed by Indemnitee
(who hereby agrees to reimburse the Company) fauah amounts theretofore paid; provided, howetat, if Indemnitee has commencec
thereafter commences legal proceedings in a céadrapetent jurisdiction to secure a determinatiaat Indemnitee should be indemnified
under applicable law, any determination made byRéeiewing Party that Indemnitee would not be péedito be indemnified under
applicable law shall not be binding and Indemngkall not be required to reimburse the Companyifiyr Expense Advance until a final
judicial determination is made with respect thef@®to which all rights of appeal therefrom hagerexhausted or lapsed). Indemnit
obligation to reimburse the Company for any Expehdeance shall be unsecured, and no interest bhatharged thereon. If there has not
been a Change in Control (as defined in Section)ltdreof), then the Reviewing Party shall be $etéby the Board of Directors; and if
there has been such a Change in Control (otheral@2tmange in Control which has been approved bgjarnty of the Company's Board of
Directors who were directors immediately prior twls Change in Control), then the Reviewing Parglldte the Independent Legal Counsel
referred to in Section 1(c) hereof. If there hasrbro determination by the Reviewing Party or & Reviewing Party determines that
Indemnitee substantively would not be permittelédndemnified in whole or in part under applicall, then Indemnitee shall have the
right to commence litigation seeking an initial eletination by the court or challenging any sucledatnation by the Reviewing Party or any
aspect thereof, including the legal or factual bakerefor, and the Company hereby consents téceenf process and to appear in any such
proceeding. Any determination by t



Reviewing Party otherwise shall be conclusive aindibg on the Company and Indemnitee.

(c) Change in Control. The Company agrees thagifd is a Change in Control of the Company (othan &a Change in Control which has
been approved by a majority of the Company's Bo&irectors who were directors immediately priorsuch Change in Control) then, with
respect to all matters thereafter arising concerttie rights of Indemnitee to payments of ExpemasesExpense Advances under this
Agreement or any other agreement under the Comp@swytificate of Incorporation or Bylaws as nowhereafter in effect, Independent
Legal Counsel (as defined in Section 10(d) herslod)l be selected by Indemnitee and approved bZtmpany (which approval shall not be
unreasonably withheld). Such counsel, among ottiegs, shall render its written opinion to the C@myp and Indemnitee as to whether and
to what extent Indemnitee would be permitted tondemnified under applicable law, and the Compagrges to abide by such opinion. The
Company agrees to pay the reasonable fees of depd&mdent Legal Counsel referred to above andlyoifdemnify such counsel against ¢
and all expenses (including attorneys' fees), daliabilities, and damages arising out of or ietato this Agreement or its engagement
pursuant hereto.

(d) Mandatory Payment of Expenses. Notwithstandimg other provision of this Agreement other thaoti®a 9 hereof, to the extent that
Indemnitee has been successful on the merits erwite, including, without limitation, the dismi¢sd an action without prejudice, in
defense of any action, suit, proceeding, inquinineestigation referred to in Section 1(a) hereoin the defense of any claim, issue, or
matter therein, Indemnitee shall be indemnifiedragjall Expenses incurred by Indemnitee in corinadherewith.

2. Expenses; Indemnification Procedure.

(a) Advancement of Expenses. The Company shallredvall Expenses incurred by Indemnitee. The adstwbe made hereunder shall be
paid by the Company to Indemnitee as soon as pediéi but in any event no later than five daysrafiétten demand by Indemnitee therefor
to the Company.

(b) Notice/Cooperation by Indemnitee. Indemnitealisias a condition precedent to Indemnitee's rightte indemnified under this Agreem
give the Company notice in writing as soon as frabte of any Claim made against Indemnitee forclwhhdemnification will or could be
sought under this Agreement. Notice to the Comsayl be directed to the Chief Executive Officetltd Company at the address shown on
the signature page of this Agreement (or such @tdress as the Company shall designate in wiitingdemnitee). In addition, Indemnitee
shall give the Company such information and codp®ras it may reasonably require and as shallil@mindemnitee's power.

(c) No Presumptions; Burden of Proof. For purpaddhis Agreement, the termination of any Claimjbgigment, order, settlement (whether
with or without court approval), or conviction, @pon a plea of nolo

contendere, or its equivalent, shall not createeaymption that Indemnitee did not meet any pddicstandard of conduct or have any
particular belief or that a court has determineat thdemnification is not permitted by applicaldel In addition, neithe



the failure of the Reviewing Party to have madeeiamination as to whether Indemnitee has met anycplar standard of conduct or had
any particular belief, nor an actual determinatigrthe Reviewing Party that Indemnitee has notsneh standard of conduct or did not have
such belief, prior to the commencement of legatpealings by Indemnitee to secure a judicial detgaition that Indemnitee should be
indemnified under applicable law, shall be a defeiesindemnitee's claim or create a presumptionltftiemnitee has not met any particular
standard of conduct or did not have any particbhédief. In connection with any determination by Reviewing Party or otherwise as to
whether Indemnitee is entitled to be indemnifiecehiader, the burden of proof shall be on the Compamstablish that Indemnitee is not so
entitled.

(d) Natice to Insurers. If, at the time of the rptdy the Company of a notice of a Claim pursuarection 2(b) hereof, the Company has
liability insurance in effect which may cover suctaim, the Company shall give prompt notice of tbenmencement of such Claim to the
insurers in accordance with the procedures sét forthe respective policies. The Company shalighfter take all necessary or desirable
action to cause such insurers to pay, on behdifd#mnitee, all amounts payable as a result of astibn, suit, proceeding, inquiry, or
investigation in accordance with the terms of spalicies.

(e) Selection of Counsel. In the event the Com=rall be obligated hereunder to pay the Expensaaylaim, the Company, if
appropriate, shall be entitled to assume the defefisuch Claim with counsel approved by Indemnitg®n the delivery to Indemnitee of
written notice of its election so to do. After deliy of such notice, approval of such counsel lwemnitee and the retention of such counsel
by the Company, the Company will not be liablertddmnitee under this Agreement for any fees of seusubsequently incurred by
Indemnitee with respect to the same Claim; provithed, (i) Indemnitee shall have the right to engdlademnitee’s counsel in any such Cl
at Indemnitee's expense and (ii) if (A) the emplentof counsel by Indemnitee has been previoudlyoaized by the Company, (B)
Indemnitee shall have reasonably concluded thag¢ tmay be a conflict of interest between the Comgzard Indemnitee in the conduct of ¢
such defense, or (C) the Company shall not contiouetain such counsel to defend such Claim, theriees and expenses of Indemnitee's
counsel shall be at the expense of the Comg



3. Additional Indemnification Rights; Nonexclusiyit

(a) Scope. The Company hereby agrees to indemmiigrhnitee to the fullest extent permitted by laatwithstanding that such
indemnification is not specifically authorized Ihetother provisions of this Agreement, the Compa@ygrtificate of Incorporation, the
Company's Bylaws, or by statute. In the event gf@range after the date of this Agreement in ampliegble law, statute, or rule which
expands the right of a Delaware corporation toimaiéy a member of its Board of Directors or an odfi, employee, agent, or fiduciary, it is
the intent of the parties hereto that Indemnites| €mjoy by this Agreement the greater benefitsrded by such change. In the event of any
change in any applicable law, statute, or rule Wwimiarrows the right of a Delaware corporation tteimnify a member of its Board of
Directors or an officer, employee, agent, or fidgj such change, to the extent not otherwise reduiy such law, statute, or rule to be
applied to this Agreement, shall have no effecthis Agreement or the parties' rights and obligegibereunder except as set forth in Section
8(a) hereof.

(b) Nonexclusivity. The indemnification provided this Agreement shall be in addition to any rigiatsvhich Indemnitee may be entitled
under the Company's Certificate of Incorporatité Bylaws, any agreement, any vote of stockholdedisinterested directors, the General
Corporation Law of the State of Delaware, or otlisewThe indemnification provided under this Agreanshall continue as to Indemnitee
for any action taken or not taken by Indemniteelevbérving in an indemnified capacity even thouggtelmnitee may have ceased to serve in
such capacity.

4. No Duplication of Payments. The Company shatlb®oliable under this Agreement to make any paynmeconnection with any Claim
made against Indemnitee to the extent Indemniteetierwise actually received payment

(under any insurance policy, Certificate of Incagimn, Bylaw, or otherwise)

of the amounts otherwise indemnifiable hereunder.

5. Partial Indemnification. If Indemnitee is ergidlunder any provision of this Agreement to inddioation by the Company for some or a
portion of Expenses incurred in connection with &@bgim, but not, however, for all of the total amothereof, then the Company
nevertheless shall indemnify Indemnitee for thetiporof such Expenses to which Indemnitee is extitl

6. Mutual Acknowledgment. Both the Company and imditiee acknowledge that in certain instances Fétmweor applicable public policy
may prohibit the Company from indemnifying its diters, officers, employees, agents, or fiducianieder this Agreement or otherwise.
Indemnitee understands and acknowledges that thgp&@uy has undertaken or may be required in thedutuundertake with the Securities
and Exchange Commission to submit the questiondgmnification to a court in certain circumstant@sa determination of the Company's
right under public policy to indemnify Indemnitee.

7. Liability Insurance. To the extent the Compargimtains liability insurance applicable to direstoofficers, employees, agents, or
fiduciaries, Indemnitee shall be covered by suditigs in such a manner as to provide Indemniteesdme rights and benefits as



accorded to the most favorably insured of the Camigadirectors, if Indemnitee is a director; otlud Company's officers, if Indemnitee is
not a director of the Company but is an officerpbthe Company's key employees, agents, or fidiesiaif Indemnitee is not an officer or
director but is a key employee, agent, or fiduciary

8. Exceptions. Any other provision herein to thatcary notwithstanding, the Company shall not bigalbed pursuant to the terms of this
Agreement:

(a) Excluded Action or Omissions. To indemnify Ind@tee for acts, omissions, or transactions fronctvindemnitee may not be relieved of
liability under applicable law;

(b) Claims Initiated by Indemnitee. To indemnifyamvance expenses to Indemnitee with respect im€laitiated or brought voluntarily by
Indemnitee and not by way of defense, except (i) wéspect to actions or proceedings brought tmbéish or enforce a right to
indemnification under this Agreement or any otrgereament or insurance policy or under the Compabettificate of Incorporation or
Bylaws now or hereafter in effect relating to Claifor Indemnifiable Events, (ii) in specific casethe Board of Directors has approved the
initiation or bringing of such Claim, or (iii) agherwise required under Section 145 of the Delav&areral Corporation Law, regardless of
whether Indemnitee ultimately is determined to biitled to such indemnification, advance expensa@nt, or insurance recovery, as the
case may be;

(c) Lack of Good Faith. To indemnify Indemnitee fary expenses incurred by Indemnitee with respeaty proceeding instituted by
Indemnitee to enforce or interpret this Agreemérat,court of competent jurisdiction determinesttbach of the material assertions made by
Indemnitee in such proceeding was not made in gaitidor was frivolous; or

(d) Claims Under Section 16(b). To indemnify Indét®a for expenses and the payment of profits ayifiom the purchase and sale by
Indemnitee of securities in violation of Sectior(ld)6of the Securities Exchange Act of 1934, as atadnor any similar successor statute.

9. Period of Limitations. No legal action shalllim®ught and no cause of action shall be asserted lnythe right of the Company against
Indemnitee, Indemnitee's estate, spouse, heirspgxs, or personal or legal representatives #igeexpiration of two years from the date of
accrual of such cause of action, and any claimaase of action of the Company shall be extinguistretideemed released unless asserted by
the timely filing of a legal action within such twear period; provided, however, that if any shopteriod of limitations is otherwise
applicable to any such cause of action, such shpetigod shall govern.

10. Construction of Certain Phrases.

(a) For purposes of this Agreement, referencesad@ompany" shall include, in addition to the téag corporation, any constituent
corporation (including any constituent of a consiit) absorbed in a consolidation or merger whfdts separate existence had continued,
would have had power and authority to indemnifyditectors, officers, employees, agents



fiduciaries, so that if Indemnitee is or was a cliog, officer, employee, agent, or fiduciary of Buonstituent corporation, or is or was serving
at the request of such constituent corporationdiseator, officer, employee, agent, or fiduciafyaoother corporation, partnership, joint
venture, employee benefit plan, trust, or otheegmise, Indemnitee shall stand in the same positiaer the provisions of this Agreement
with respect to the resulting or surviving corpamatas Indemnitee would have stood with respestitdh constituent corporation if its sepa
existence had continued.

(b) For purposes of this Agreement, referencestioet enterprises” shall include employee bendditg references to “fines" shall include
any excise taxes assessed on Indemnitee with ttesp@e employee benefit plan; and referencesdoviisg at the request of the Company"
shall include any service as a director, officenpoyee, agent, or fiduciary of the Company whitiposes duties on, or involves services by,
such director, officer, employee, agent, or fidoghith respect to an employee benefit plan, itip@ants or its beneficiaries; and if
Indemnitee acted in good faith and in a mannerrmdtee reasonably believed to be in the interefstiseoparticipants and beneficiaries of an
employee benefit plan, then Indemnitee shall bendekto have acted in a manner "not opposed todbeilterests of the Company" as
referred to in this Agreement.

(c) For purposes of this Agreement a "Change int@thshall be deemed to have occurred if (i) apgrson” (as such term is used in Sect
13(d) and 14(d) of the Securities Exchange Acta¥4] as amended), other than a trustee or othetifid/ holding securities under an
employee benefit plan of the Company or a corponativned directly or indirectly by the stockholdefgshe Company in substantially the
same proportions as their ownership of stock ofGhmpany, (A) who is or becomes the beneficial awdieectly or indirectly, of securities
of the Company representing 10% or more of the éoetbvoting power of the Company's then outstandating Securities increases his
beneficial ownership of such securities by 5% oreraver the percentage so owned by such pers¢B) tlecomes the "beneficial owner"
defined in Rule 13d-3 under said Act), directhyiradirectly, of securities of the Company represggtinore than 20% of the total voting
power represented by the Company's then outstanbitigg Securities, (ii) during any period of twortsecutive years, individuals who at
beginning of such period constitute the Board aEBtors of the Company and any new director whésgtien by the Board of Directors or
nomination for election by the Company's stockhddeas approved by a vote of at least two-thirdhefdirectors then still in office who
either were directors at the beginning of the gbdowhose election or nomination for election \wesviously so approved cease for any
reason to constitute a majority thereof, or (¢ tstockholders of the Company approve a mergeomsolidation of the Company with any
other corporation other than a merger or consatidavhich would result in the Voting Securitiestbé Company outstanding immediately
prior thereto continuing to represent (either byma@ing outstanding or by being converted into WgtSecurities of the surviving entity) at
least 80% of the total voting power representethieyWoting Securities of the Company or such sumg\entity outstanding immediately af
such merger or consolidation, or the stockholdétkeCompany approve a plan of complete liquidatbthe Company or an agreement for
the sale or disposition by the Company (in onesation or a series of transactions) of all or sriglly all of the Company's assets.

(d) For purposes of this Agreement, "Independegl€ounsel" shall mean an attorney or firm ofraigys, selected in accordance with the
provisions of Section 1 (c) hereof, w



shall not have otherwise performed services foiGbmpany or Indemnitee within the last three yé€atiser than with respect to matters
concerning the rights of Indemnitee under this &gnent, or of other indemnitees under similar indéyragreements).

(e) For purposes of this Agreement, a "ReviewingyP&hall mean any appropriate person or body isting of a member or members of the
Company's Board of Directors or any other persooooly appointed by the Board of Directors who isanparty to the particular Claim for
which Indemnitee is seeking indemnification, ordpdndent Legal Counsel.

(f) For purposes of this Agreement, "Voting Seéesit shall mean any securities of the Companyubt generally in the election of
directors.

11. Counterparts. This Agreement may be executedénor more counterparts, each of which shall titotes an original.

12. Binding Effect; Successors and Assigns. ThieeAment shall be binding upon and inure to the fitesfeand be enforceable by the parties
hereto and their respective successors (includiggdaect or indirect successor by purchase, megarsolidation, or otherwise to all or
substantially all of the business and/or assetseCompany), assigns, spouses, heirs, and pemodd#tgal representatives. The Company
shall require and cause any successor (whetheat diréndirect by purchase, merger, consolidat@mtherwise) to all, substantially all, or a
substantial part of the business and/or asseteedompany, by written agreement in form and susstaatisfactory to Indemnitee, expressly
to assume and agree to perform this Agreementisdme manner and to the same extent that the @gnamauld be required to perform if

no such succession had taken place. This Agreeshatitcontinue in effect regardless of whether mdiéee continues to serve as a director,
officer, employee, agent, or fiduciary of the Compar of any other enterprise at the Company'sest



13. Attorney's Fees. In the event that any acBdnstituted by Indemnitee under this Agreemendrater any liability insurance policies
maintained by the Company to enforce or interpngtaf the terms hereof or thereof, Indemnitee shaléentitled to be paid all Expenses
incurred by Indemnitee with respect to such actiegardless of whether Indemnitee is ultimatelycsssful in such action, and shall be
entitled to the advancement of Expenses with régpestich action, unless, as a part of such acti@ourt of competent jurisdiction over st
action determines that each of the material assertinade by Indemnitee as a basis for such actemat made in good faith or was
frivolous. In the event of an action instituteddoyin the name of the Company under this Agreerteeanhforce or interpret any of the terms
this Agreement, Indemnitee shall be entitled tpaiel all Expenses incurred by Indemnitee in defefiseich action (including costs and
expenses incurred with respect to Indemnitee'steotinims and crosslaims made in such action) and shall be entitbetth¢ advancement
Expenses with respect to such action, unlesspastaf such action, a court having jurisdictiorepsuch action determines that each of
Indemnitee's material defenses to such action veaterin bad faith or was frivolous.

14. Notice. All notices and other communicationguieed or permitted hereunder shall be in writisigall be effective when given, and shall
in any event be deemed to be given (a) five dags deposit with the U.S. Postal Service or otlppliaable postal service, if delivered by
first class mail postage prepaid, (b) upon delivérglelivered by hand, (c) one business day dfterbusiness day of deposit with Federal
Express or similar overnight courier, freight prighar (d) one day after the business day of dejitey facsimile transmission, if delivered by
facsimile transmission, with a copy by first clasail postage prepaid, and shall be addressedliettndemnitee at the Indemnitee's address
as set forth beneath his signature to this Agre¢amah if to the Company at the address of its padccorporate offices (attention: Secretary)
or at such other address as such party may desibgdaen days' advance written notice to the gtlaety hereto.

15. Consent to Jurisdiction. The Company and Indmreach hereby irrevocably consent to the jurtah of the courts of the State of
Delaware for all purposes in connection with antyoacor proceeding which arises out of or relatethts Agreement and agree that any a
instituted under this Agreement shall be commenpezsecuted, and continued only in the Court ofri€kay of the State of Delaware in and
for New Castle County, which shall be the exclusind only proper forum adjudicating such a claim.

16. Severability. The provisions of this Agreemsimdll be severable in the event that any of theigians hereof (including any provision
within a single section, paragraph, or sentenahatd by a court of competent jurisdiction to veallid, void, or otherwise unenforceable,
and the remaining provisions shall remain enfortetdbthe fullest extent permitted by law. Furtherm to the fullest extent possible, the
provisions of this Agreement (including, withounitations, each portion of this Agreement contagramy provision held to be invalid, void,
or otherwise unenforceable that is not itself ifdjaoid, or unenforceable) shall be construedsstoaive effect to the intent manifested by
the provision held invalid, illegal, or unenforcéab

17. Choice of Law. This Agreement shall be goverogdnd its provisions construed and enforced aoatance with the laws of the State of
Delaware, as applied to contracts between Delavesidents, entered into and to be performed eptivéthin the State of Delaware, without
regard to the conflict of laws principles there



18. Subrogation. In the event of payment underAlgieement, the Company shall be subrogated testtent of such payment to all of the
rights of recovery of Indemnitee, who shall exealtelocuments required and shall do all acts ey be necessary to secure such rights anc
to enable the Company effectively to bring suieétdorce such rights.

19. Amendment and Termination. No amendment, naatifin, termination, or cancellation of this Agremsrhshall be effective unless it is in
writing signed by both the parties hereto. No wanfeany of the provisions of this Agreement shmgldeemed or shall constitute a waiver of
any other provisions hereof (whether or not sinifaor shall such waiver constitute a continuinguweai

20. Integration and Entire Agreement. This Agreensets forth the entire understanding between #énegs hereto and supersedes and
merges all previous written and oral negotiati@mmsnmitments, understandings, and agreements igkatithe subject matter hereof between
the parties hereto.

21. No Construction as Employment Agreement. Ngfttiontained in this Agreement shall be construegiasg Indemnitee any right to be
retained in the employ of the Company or any o$itsidiaries or to serve on the Board of Directdithe Company or any of its subsidiaries
or to hold any other position as a representativdesignee of the Company or any of its subsidsarie

CSG SYSTEMS INTERNATIONAL, INC., a
Delaware corporation

By: /s/ Neal C. Hansen

Title: Chairman of the Board
Address: 5251 DTC Parkway, Suite 625
Engl ewood, CO 80111

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen

Title: Chairman of the Board
Address: 5251 DTC Par kway, Suite 625
Engl ewood, CO 80111

AGREED TO AND ACCEPTED BY:




INDEMNITEE

/sl Royce J. Holland

(Si gnature)

Royce J. Holland

(Typed or Printed Name)

15190 Prestonwood Blvd., Suite 421
Dallas, TX 75248
(Address)




CSG SYSTEMS INTERNATIONAL, INC.

INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement”) is reaxhd entered into as of the 28th day of Janu&897,1by and between CSG SYSTEMS
INTERNATIONAL, INC., a Delaware corporation, and iwvholly-owned subsidiary, CSG SYSTEMS, INC. (stwh corporations being
collectively referred to herein as the "Companyill BERNARD W. REZNICEK ("Indemnitee").

RECITALS:

A. The Company and Indemnitee recognize the coetirdifficulty in obtaining liability insurance fats directors, officers, employees,
agents, and fiduciaries, the significant increaseke cost of such insurance and the general texhscin the coverage of such insurance.

B. The Company and Indemnitee further recognizesthstantial increase in corporate litigation ingg@l, subjecting directors, officers,
employees, agents, and fiduciaries to extensiigation risks at the same time as the availabditg coverage of liability insurance has been
severely reduced.

C. Indemnitee does not regard the current protecti@ilable as adequate under the present circaoestaand Indemnitee and other direct
officers, employees, agents, and fiduciaries oiGbepany may not be willing to continue to servstich capacities without additional
protection.

D. The Company desires to attract and retain thecsss of highly qualified individuals, such as émdnitee, to serve the Company and, in
part, in order to induce Indemnitee to continuprimvide services to the Company, wishes to profedéhe indemnification and advancing of
expenses to Indemnitee to the maximum extent punity law.

E. In view of the considerations set forth abotie, Company desires that Indemnitee be indemnifyetthés Company as set forth herein.
NOW, THEREFORE, the Company and Indemnitee hergbyeaas follows

1. Indemnification.

(a) Indemnification of Expenses. The Company shdikmnify Indemnitee to the fullest extent perndttey law if Indemnitee was or is or
becomes a party to or witness or other participgnir is threatened to be made a party to or wire other participant in, any threatened,
pending, or completed action, suit, proceedin@lt@rnative dispute resolution mechanism, or ararihg, inquiry, or investigation that
Indemnitee in good faith believes mig



lead to the institution of any such action, suiggeeding, or alternative dispute resolution meidmnwhether civil, criminal, administrative,
investigative, or other (hereinafter a "Claim") f@ason of (or arising in part out of) any evenboeurrence related to the fact that Indemnitee
is or was a director, officer, employee, agenfjduciary of the Company, or any subsidiary of @empany, or is or was serving at the
request of the Company as a director, officer, eyg®, agent, or fiduciary of another corporaticartmership, joint venture, trust, or other
enterprise, or by reason of any action or inaatiorthe part of Indemnitee while serving in suchacdly (hereinafter as "Indemnifiable
Event") against any and all expenses (includingragtys' fees and all other costs, expenses, aightbhs incurred in connection with
investigating, defending, being a witness in otipgrating in (including on appeal), or preparimgdefend, be a witness in, or participate in,
any such action, suit, proceeding, alternativetispesolution mechanism, hearing, inquiry, or stigation), judgments, fines, penalties and
amounts paid in settlement (if such settlemenpfgaved in advance by the Company, which apprdvall sot be unreasonably withheld) of
such Claim and any federal, state, local, or faréaxes imposed on Indemnitee as a result of theabor deemed receipt of any payments
under this Agreement (collectively, hereinafter perses"), including all interest, assessmentsptral charges paid or payable in
connection with or in respect of such Expensesh$®ayment of Expenses shall be made by the Comgmegon as practicable but in any
event no later than five days after written demlyndndemnitee therefor is presented to the Company.

(b) Reviewing Party. Notwithstanding the foregoi(iyjthe obligations of the Company under Secti¢a) Shall be subject to the condition 1
the Reviewing Party (as described in Section 10ée¢of) shall not have determined (in a writtemapi, in any case in which the
Independent Legal Counsel referred to in Sectiah Aé¢reof is involved) that Indemnitee would notfpeemitted to be indemnified under
applicable law, and (ii) the obligation of the Caany to make an advance payment of Expenses to mitEpursuant to

Section 2(a) (an "Expense Advance") shall be saitijethe condition that, if, when, and to the extidvat the Reviewing Party determines that
Indemnitee would not be permitted to be so indeimditinder applicable law, the Company shall beledtio be reimbursed by Indemnitee
(who hereby agrees to reimburse the Company) fauah amounts theretofore paid; provided, howetat, if Indemnitee has commencec
thereafter commences legal proceedings in a céadrapetent jurisdiction to secure a determinatiaat Indemnitee should be indemnified
under applicable law, any determination made byRéeewing Party that Indemnitee would not be péadito be indemnified under
applicable law shall not be binding and Indemngkall not be required to reimburse the Companyifiyr Expense Advance until a final
judicial determination is made with respect thef@®to which all rights of appeal therefrom hagerexhausted or lapsed). Indemnit
obligation to reimburse the Company for any Expehdeance shall be unsecured, and no interest Baatharged thereon. If there has not
been a Change in Control (as defined in Section)1treof), then the Reviewing Party shall be setéby the Board of Directors; and if
there has been such a Change in Control (otheral@ztmange in Control which has been approved bgjarnty of the Company's Board of
Directors who were directors immediately prior twls Change in Control), then the Reviewing Parglldte the Independent Legal Counsel
referred to in Section 1(c) hereof. If there hasrbeo determination by the Reviewing Party or & Reviewing Party determines that
Indemnitee



substantively would not be permitted to be inderedifn whole or in part under applicable law, thedemnitee shall have the right to
commence litigation seeking an initial determinatiy the court or challenging any such determimaltip the Reviewing Party or any aspect
thereof, including the legal or factual bases tfogreand the Company hereby consents to servipeaafess and to appear in any such
proceeding. Any determination by the Reviewing Yatherwise shall be conclusive and binding onGbenpany and Indemnitee.

(c) Change in Control. The Company agrees théatife is a Change in Control of the Company (othan &a Change in Control which has
been approved by a majority of the Company's Bo&irectors who were directors immediately priorsuch Change in Control) then, with
respect to all matters thereafter arising concerttie rights of Indemnitee to payments of ExpemasesExpense Advances under this
Agreement or any other agreement under the Comp&mytificate of Incorporation or Bylaws as nowhereafter in effect, Independent
Legal Counsel (as defined in Section 10(d) herslaf)l be selected by Indemnitee and approved bZtmpany (which approval shall not be
unreasonably withheld). Such counsel, among ottiegs, shall render its written opinion to the Ca@my and Indemnitee as to whether and
to what extent Indemnitee would be permitted tanldemnified under applicable law, and the Compagrges to abide by such opinion. The
Company agrees to pay the reasonable fees of depémdent Legal Counsel referred to above andlyoifidemnify such counsel against ¢
and all expenses (including attorneys' fees), daliabilities, and damages arising out of or iatato this Agreement or its engagement
pursuant hereto.

(d) Mandatory Payment of Expenses. Notwithstandimg other provision of this Agreement other thaoti®a 9 hereof, to the extent that
Indemnitee has been successful on the merits erwise, including, without limitation, the dismissd an action without prejudice, in
defense of any action, suit, proceeding, inquinjnwestigation referred to in Section 1(a) hereoin the defense of any claim, issue, or
matter therein, Indemnitee shall be indemnifiedregiall Expenses incurred by Indemnitee in corinadherewith.

2. Expenses; Indemnification Procedure.

(a) Advancement of Expenses. The Company shallredvall Expenses incurred by Indemnitee. The adhsatawbe made hereunder shall be
paid by the Company to Indemnitee as soon as padodé but in any event no later than five daysraftitten demand by Indemnitee therefor
to the Company.

(b) Notice/Cooperation by Indemnitee. Indemnitealislas a condition precedent to Indemnitee's rightte indemnified under this Agreem
give the Company notice in writing as soon as frabte of any Claim made against Indemnitee forclwhhdemnification will or could be
sought under this Agreement. Notice to the Compsmayl be directed to the Chief Executive Officetltied Company at the address shown on
the signature page of this Agreement (or such altidress as the Company shall designate in witibdirigdemnitee). In addition, Indemnitee
shall give the Company such information and codpmras it may reasonably require and as shallib@mindemnitee's powe



(c) No Presumptions; Burden of Proof. For purpaddhis Agreement, the termination of any Claimjbgigment, order, settlement (whether
with or without court approval), or conviction, @pon a plea of nolo

contendere, or its equivalent, shall not createeaymption that Indemnitee did not meet any pdeicstandard of conduct or have any
particular belief or that a court has determineat thdemnification is not permitted by applicalda/ In addition, neither the failure of the
Reviewing Party to have made a determination aghether Indemnitee has met any particular standecdnduct or had any particular
belief, nor an actual determination by the Revigynharty that Indemnitee has not met such standardnaluct or did not have such belief,
prior to the commencement of legal proceedingsblginnitee to secure a judicial determination thdemnitee should be indemnified under
applicable law, shall be a defense to Indemnitdealm or create a presumption that Indemnitee loasnet any particular standard of conduct
or did not have any particular belief. In connectwaith any determination by the Reviewing Partytirerwise as to whether Indemnitee is
entitled to be indemnified hereunder, the burdeprobf shall be on the Company to establish thd¢hmnitee is not so entitled.

(d) Natice to Insurers. If, at the time of the rptdy the Company of a notice of a Claim pursuarection 2(b) hereof, the Company has
liability insurance in effect which may cover suctaim, the Company shall give prompt notice of tbenmencement of such Claim to the
insurers in accordance with the procedures sét forthe respective policies. The Company shaliehfter take all necessary or desirable
action to cause such insurers to pay, on behdifd#mnitee, all amounts payable as a result of astibn, suit, proceeding, inquiry, or
investigation in accordance with the terms of spalicies.

(e) Selection of Counsel. In the event the Compsmall be obligated hereunder to pay the Expensasyflaim, the Company, if
appropriate, shall be entitled to assume the defefisuch Claim with counsel approved by Indemnitg®n the delivery to Indemnitee of
written notice of its election so to do. After deliy of such notice, approval of such counsel [wemnitee and the retention of such counsel
by the Company, the Company will not be liablertddmnitee under this Agreement for any fees of seusubsequently incurred by
Indemnitee with respect to the same Claim; provithed, (i) Indemnitee shall have the right to engdlademnitee’s counsel in any such Cl
at Indemnitee's expense and (ii) if (A) the emplentrof counsel by Indemnitee has been previoudlyoaized by the Company, (B)
Indemnitee shall have reasonably concluded tha¢ timay be a conflict of interest between the Coryizard Indemnitee in the conduct of ¢
such defense, or (C) the Company shall not contiauetain such counsel to defend such Claim, therfees and expenses of Indemnitee's
counsel shall be at the expense of the Company.

3. Additional Indemnification Rights; Nonexclusiyit

(a) Scope. The Company hereby agrees to indemmigrhnitee to the fullest extent permitted by laatwithstanding that such
indemnification is not specifically authorized Ihetother provisions of this Agreement, the Compa@yrtificate of Incorporation, tt



Company's Bylaws, or by statute. In the event gf@range after the date of this Agreement in ampliegble law, statute, or rule which
expands the right of a Delaware corporation to imciéy a member of its Board of Directors or an oéfi, employee, agent, or fiduciary, it is
the intent of the parties hereto that Indemnitesdl &mjoy by this Agreement the greater benefitsrded by such change. In the event of any
change in any applicable law, statute, or rule Wwimarrows the right of a Delaware corporation teimnify a member of its Board of
Directors or an officer, employee, agent, or fidugj such change, to the extent not otherwise redudy such law, statute, or rule to be
applied to this Agreement, shall have no effecthis Agreement or the parties' rights and obligegibereunder except as set forth in Section
8(a) hereof.

(b) Nonexclusivity. The indemnification provided this Agreement shall be in addition to any rigiatsvhich Indemnitee may be entitled
under the Company's Certificate of IncorporatitmBylaws, any agreement, any vote of stockholdedisinterested directors, the General
Corporation Law of the State of Delaware, or othisewThe indemnification provided under this Agreatnshall continue as to Indemnitee
for any action taken or not taken by Indemniteelevbérving in an indemnified capacity even thouggtelmnitee may have ceased to serve in
such capacity.

4. No Duplication of Payments. The Company shatlbeoliable under this Agreement to make any paynmeconnection with any Claim
made against Indemnitee to the extent Indemniteetierwise actually received payment

(under any insurance policy, Certificate of Incagimn, Bylaw, or otherwise)

of the amounts otherwise indemnifiable hereunder.

5. Partial Indemnification. If Indemnitee is ergdlunder any provision of this Agreement to inddioation by the Company for some or a
portion of Expenses incurred in connection with &bgim, but not, however, for all of the total ambthereof, then the Company
nevertheless shall indemnify Indemnitee for thetiporof such Expenses to which Indemnitee is etitl

6. Mutual Acknowledgment. Both the Company and indigee acknowledge that in certain instances Fétmreor applicable public policy
may prohibit the Company from indemnifying its diters, officers, employees, agents, or fiducianieder this Agreement or otherwise.
Indemnitee understands and acknowledges that thgp&@uy has undertaken or may be required in thedutuundertake with the Securities
and Exchange Commission to submit the questiondgrmnification to a court in certain circumstanfsa determination of the Company's
right under public policy to indemnify Indemnitee.

7. Liability Insurance. To the extent the Compargimtains liability insurance applicable to direstoofficers, employees, agents, or
fiduciaries, Indemnitee shall be covered by suditigs in such a manner as to provide Indemniteeséime rights and benefits as are
accorded to the most favorably insured of the Camsadirectors, if Indemnitee is a director; otlod Company's officers, if Indemnitee is
not a director of the Company but is an officerpb



the Company's key employees, agents, or fiduciafiggdemnitee is not an officer or director bsita key employee, agent, or fiduciary.

8. Exceptions. Any other provision herein to thatcary notwithstanding, the Company shall not bkgalted pursuant to the terms of this
Agreement:

(a) Excluded Action or Omissions. To indemnify Ind@tee for acts, omissions, or transactions fronctvindemnitee may not be relieved of
liability under applicable law;

(b) Claims Initiated by Indemnitee. To indemnifyamvance expenses to Indemnitee with respect im€laitiated or brought voluntarily by
Indemnitee and not by way of defense, except (i) wéspect to actions or proceedings brought tabéish or enforce a right to
indemnification under this Agreement or any othgneeament or insurance policy or under the Compabgttificate of Incorporation or
Bylaws now or hereafter in effect relating to Claifor Indemnifiable Events, (ii) in specific casethe Board of Directors has approved the
initiation or bringing of such Claim, or (iii) agherwise required under Section 145 of the Delav&areral Corporation Law, regardless of
whether Indemnitee ultimately is determined to biitled to such indemnification, advance expenserent, or insurance recovery, as the
case may be;

(c) Lack of Good Faith. To indemnify Indemnitee fary expenses incurred by Indemnitee with respeahy proceeding instituted by
Indemnitee to enforce or interpret this Agreemérat,court of competent jurisdiction determinestthach of the material assertions made by
Indemnitee in such proceeding was not made in gaitidor was frivolous; or

(d) Claims Under Section 16(b). To indemnify Indet®a for expenses and the payment of profits ayifiom the purchase and sale by
Indemnitee of securities in violation of Sectior(ld)éof the Securities Exchange Act of 1934, as atednor any similar successor statute.

9. Period of Limitations. No legal action shalllm®ught and no cause of action shall be assertex lythe right of the Company against
Indemnitee, Indemnitee's estate, spouse, heirsps, or personal or legal representatives #iteexpiration of two years from the date of
accrual of such cause of action, and any claimaase of action of the Company shall be extinguistretideemed released unless asserted by
the timely filing of a legal action within such twear period; provided, however, that if any shopteriod of limitations is otherwise

applicable to any such cause of action, such shpetgod shall govern.

10. Construction of Certain Phrases.

(a) For purposes of this Agreement, referencesad@ompany" shall include, in addition to the téag corporation, any constituent
corporation (including any constituent of a consiit) absorbed in a consolidation or merger whfdts separate existence had continued,
would have had power and authority to indemnifyditectors, officers, employees, agents



fiduciaries, so that if Indemnitee is or was a cliog, officer, employee, agent, or fiduciary of Buonstituent corporation, or is or was serving
at the request of such constituent corporationdiseator, officer, employee, agent, or fiduciafyaoother corporation, partnership, joint
venture, employee benefit plan, trust, or otheegmise, Indemnitee shall stand in the same positiaer the provisions of this Agreement
with respect to the resulting or surviving corpamatas Indemnitee would have stood with respestitdh constituent corporation if its sepa
existence had continued.

(b) For purposes of this Agreement, referencestioet enterprises” shall include employee bendditg references to “fines" shall include
any excise taxes assessed on Indemnitee with ttesp@e employee benefit plan; and referencesdoviisg at the request of the Company"
shall include any service as a director, officenpoyee, agent, or fiduciary of the Company whitiposes duties on, or involves services by,
such director, officer, employee, agent, or fidoghith respect to an employee benefit plan, itip@ants or its beneficiaries; and if
Indemnitee acted in good faith and in a mannerrmdtee reasonably believed to be in the interefstiseoparticipants and beneficiaries of an
employee benefit plan, then Indemnitee shall bendekto have acted in a manner "not opposed todbeilterests of the Company" as
referred to in this Agreement.

(c) For purposes of this Agreement a "Change int@thshall be deemed to have occurred if (i) apgrson” (as such term is used in Sect
13(d) and 14(d) of the Securities Exchange Acta¥4] as amended), other than a trustee or othetifid/ holding securities under an
employee benefit plan of the Company or a corponativned directly or indirectly by the stockholdefgshe Company in substantially the
same proportions as their ownership of stock ofGhmpany, (A) who is or becomes the beneficial awdieectly or indirectly, of securities
of the Company representing 10% or more of the éoetbvoting power of the Company's then outstandating Securities increases his
beneficial ownership of such securities by 5% oreraver the percentage so owned by such pers¢B) tlecomes the "beneficial owner"
defined in Rule 13d-3 under said Act), directhyiradirectly, of securities of the Company represggtinore than 20% of the total voting
power represented by the Company's then outstanbitigg Securities, (ii) during any period of twortsecutive years, individuals who at
beginning of such period constitute the Board aEBtors of the Company and any new director whésgtien by the Board of Directors or
nomination for election by the Company's stockhddeas approved by a vote of at least two-thirdhefdirectors then still in office who
either were directors at the beginning of the gbdowhose election or nomination for election \wesviously so approved cease for any
reason to constitute a majority thereof, or (¢ tstockholders of the Company approve a mergeomsolidation of the Company with any
other corporation other than a merger or consatidavhich would result in the Voting Securitiestbé Company outstanding immediately
prior thereto continuing to represent (either byma@ing outstanding or by being converted into WgtSecurities of the surviving entity) at
least 80% of the total voting power representethieyWoting Securities of the Company or such sumg\entity outstanding immediately af
such merger or consolidation, or the stockholdétkeCompany approve a plan of complete liquidatibthe



Company or an agreement for the sale or dispodityothe Company (in one transaction or a serigsaofactions) of all or substantially all of
the Company's assets.

(d) For purposes of this Agreement, "Independegl€ounsel" shall mean an attorney or firm ofraigys, selected in accordance with the
provisions of Section 1(c) hereof, who shall notdatherwise performed services for the Companpademnitee within the last three years
(other than with respect to matters concerningititgs of Indemnitee under this Agreement, or dleotindemnitees under similar indemnity
agreements).

(e) For purposes of this Agreement, a "ReviewingyP&hall mean any appropriate person or body isting of a member or members of the
Company's Board of Directors or any other persooooly appointed by the Board of Directors who isanparty to the particular Claim for
which Indemnitee is seeking indemnification, ordpdndent Legal Counsel.

(f) For purposes of this Agreement, "Voting Seéesit shall mean any securities of the Companyubt generally in the election of
directors.

11. Counterparts. This Agreement may be executedénor more counterparts, each of which shall titotes an original.

12. Binding Effect; Successors and Assigns. ThieeAment shall be binding upon and inure to the fitesfeand be enforceable by the parties
hereto and their respective successors (includiggdaect or indirect successor by purchase, megarsolidation, or otherwise to all or
substantially all of the business and/or assetseCompany), assigns, spouses, heirs, and pemodd#tgal representatives. The Company
shall require and cause any successor (whetheat diréndirect by purchase, merger, consolidat@mtherwise) to all, substantially all, or a
substantial part of the business and/or asseteed€ompany, by written agreement in form and sulsstaatisfactory to Indemnitee, expressly
to assume and agree to perform this Agreementisdme manner and to the same extent that the @gnamauld be required to perform if

no such succession had taken place. This Agreeshatitcontinue in effect regardless of whether mditee continues to serve as a director,
officer, employee, agent, or fiduciary of the Comypar of any other enterprise at the Company'sesgu

13. Attorney's Fees. In the event that any acBanstituted by Indemnitee under this Agreementrater any liability insurance policies
maintained by the Company to enforce or interpngtaf the terms hereof or thereof, Indemnitee shaléntitled to be paid all Expenses
incurred by Indemnitee with respect to such actiegardless of whether Indemnitee is ultimatelycsssful in such action, and shall be
entitled to the advancement of Expenses with régpestich action, unless, as a part of such acti@ourt of competent jurisdiction over st
action determines that each of the material asgexrtinade by Indemnitee as a basis for such actiemat made in good faith or was
frivolous. In the event of an action instituteddoyin the name of the Company under this Agreerteeahforce or interpret any of the terms
this Agreement, Indemnitee shall be entitled t@aiel all Expenses incurred by Indemnite:



defense of such action (including costs and expeimsairred with respect to Indemnitee's countemdaand crosstaims made in such actic
and shall be entitled to the advancement of Exsewdh respect to such action, unless, as a paudi action, a court having jurisdiction
over such action determines that each of Indenisiteaterial defenses to such action was made irfdithdor was frivolous.

14. Notice. All notices and other communicationguieed or permitted hereunder shall be in writisigall be effective when given, and shall
in any event be deemed to be given (a) five daigs déposit with the U.S. Postal Service or otipgliaable postal service, if delivered by
first class mail postage prepaid, (b) upon delivérglelivered by hand, (c) one business day dfterbusiness day of deposit with Federal
Express or similar overnight courier, freight prighar (d) one day after the business day of dejitey facsimile transmission, if delivered by
facsimile transmission, with a copy by first clasail postage prepaid, and shall be addressedtietindemnitee at the Indemnitee's address
as set forth beneath his signature to this Agre¢amah if to the Company at the address of its padccorporate offices (attention: Secretary)
or at such other address as such party may desibgdaen days' advance written notice to the gtlaety hereto.

15. Consent to Jurisdiction. The Company and Indermreach hereby irrevocably consent to the jurtazh of the courts of the State of
Delaware for all purposes in connection with antyoacor proceeding which arises out of or relatethts Agreement and agree that any a
instituted under this Agreement shall be commenpezsecuted, and continued only in the Court ofri€kay of the State of Delaware in and
for New Castle County, which shall be the exclugind only proper forum adjudicating such a claim.

16. Severability. The provisions of this Agreemsimdll be severable in the event that any of theigians hereof (including any provision
within a single section, paragraph, or sentenaehatd by a court of competent jurisdiction to ilveallid, void, or otherwise unenforceable,
and the remaining provisions shall remain enforfeetbthe fullest extent permitted by law. Furtherm to the fullest extent possible, the
provisions of this Agreement (including, withounitations, each portion of this Agreement contagramy provision held to be invalid, void,
or otherwise unenforceable that is not itself ifdjaloid, or unenforceable) shall be construedsstoaive effect to the intent manifested by
the provision held invalid, illegal, or unenforcéab

17. Choice of Law. This Agreement shall be govermgdnd its provisions construed and enforced aoatance with the laws of the State of
Delaware, as applied to contracts between Delarvesidents, entered into and to be performed entivéhin the State of Delaware, without
regard to the conflict of laws principles thereof.

18. Subrogation. In the event of payment underAlgieement, the Company shall be subrogated testtent of such payment to all of the
rights of recovery of Indemnitee, who shall exealtelocuments required and shall do all acts ey be necessary to secure such rights anc
to enable the Company effectively to bring suietdorce such right:



19. Amendment and Termination. No amendment, mzatifin, termination, or cancellation of this Agresrhshall be effective unless it is in
writing signed by both the parties hereto. No waiseany of the provisions of this Agreement sheldeemed or shall constitute a waiver of
any other provisions hereof (whether or not sinpiteor shall such waiver constitute a continuingweai

20. Integration and Entire Agreement. This Agreensetts forth the entire understanding between #negs hereto and supersedes and
merges all previous written and oral negotiati@mmsnmitments, understandings, and agreements igkatithe subject matter hereof between
the parties hereto.

21. No Construction as Employment Agreement. Natttiontained in this Agreement shall be construegivasg Indemnitee any right to be
retained in the employ of the Company or any ositssidiaries or to serve on the Board of Directdrthe Company or any of its subsidiaries
or to hold any other position as a representativiiesignee of the Company or any of its subsidiarie

CSG SYSTEMS INTERNATIONAL, INC., a
Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board and Chi ef
Executive Oficer
Address: 5251 DTC Par kway,
Suite 625
Engl ewood, CO 80111

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board and Chi ef
Executive Oficer
Address: 5251 DTC Par kway,
Suite 625
Engl ewood, CO 80111



INDEMNITEE

/sl Bernard W Reznicek

(Signature)

Bernard W. Reznicek
(Typed or Printed Name)

1212 North 96th Street
Omaha, NE 68114
(Address)




CSG SYSTEMS INTERNATIONAL, INC.

INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement”) is reahd entered into as of the 24th day of SeptemBéi, by and between CSG
SYSTEMS INTERNATIONAL, INC., a Delaware corporaticand its wholly-owned subsidiary, CSG SYSTEMS, IN€lich two
corporations being collectively referred to heraathe "Company") and JOHN P. POGGE ("Indemnitee").

RECITALS:

A. The Company and Indemnitee recognize the coetirdifficulty in obtaining liability insurance fats directors, officers, employees,
agents, and fiduciaries, the significant increaseke cost of such insurance and the general texhscin the coverage of such insurance.

B. The Company and Indemnitee further recognizesthstantial increase in corporate litigation inggl, subjecting directors, officers,
employees, agents, and fiduciaries to extensiigation risks at the same time as the availabditg coverage of liability insurance has been
severely reduced.

C. Indemnitee does not regard the current protecti@ilable as adequate under the present circaoestaand Indemnitee and other direct
officers, employees, agents, and fiduciaries oiGbepany may not be willing to continue to servstich capacities without additional
protection.

D. The Company desires to attract and retain thecsss of highly qualified individuals, such as émdnitee, to serve the Company and, in
part, in order to induce Indemnitee to continuprimvide services to the Company, wishes to profedéhe indemnification and advancing of
expenses to Indemnitee to the maximum extent punity law.

E. In view of the considerations set forth abotie, Company desires that Indemnitee be indemnifyetthés Company as set forth herein.
NOW, THEREFORE, the Company and Indemnitee hergbyeaas follows

1. Indemnification.

(a) Indemnification of Expenses. The Company shdikmnify Indemnitee to the fullest extent perndttey law if Indemnitee was or is or
becomes a party to or witness or other participgnir is threatened to be made a party to or wire other participant in, any threatened,
pending, or completed action, suit, proceedin@lt@rnative dispute resolution mechanism, or ararihg, inquiry, or investigation that
Indemnitee in good faith believes might lead toitigitution of any such action, suit, proceediogalternative dispute resolution mechani
whether civil, criminal, administrative, investigat, or other (hereinafter a "Claim") by reasor{@farising in part out of) any event or
occurrence related to the fact that Indemnite



or was a director, officer, employee, agent, oudidry of the Company, or any subsidiary of the @any, or is or was serving at the request
of the Company as a director, officer, employeenagor fiduciary of another corporation, partngsfoint venture, trust, or other enterprise,
or by reason of any action or inaction on the pathdemnitee while serving in such capacity (heaéter as "Indemnifiable Event") against
any and all expenses (including attorneys' feesadirather costs, expenses, and obligations indunmeonnection with investigating,
defending, being a witness in or participatingintiuding on appeal), or preparing to defend, mataess in, or participate in, any such act
suit, proceeding, alternative dispute resolutiortima@ism, hearing, inquiry, or investigation), judgnts, fines, penalties and amounts paid in
settlement (if such settlement is approved in adegdry the Company, which approval shall not be aswaably withheld) of such Claim and
any federal, state, local, or foreign taxes impasedhdemnitee as a result of the actual or deawesipt of any payments under this
Agreement (collectively, hereinafter "Expensegigluding all interest, assessments, and other ekgrgid or payable in connection with o
respect of such Expenses. Such payment of Expshaide made by the Company as soon as practibabla any event no later than five
days after written demand by Indemnitee therefprésented to the Company.

(b) Reviewing Party. Notwithstanding the foregoi(iyjthe obligations of the Company under Secti¢a) Shall be subject to the condition 1
the Reviewing Party (as described in Section 19ée¢of) shall not have determined (in a writtemapi, in any case in which the
Independent Legal Counsel referred to in Sectiah ié€reof is involved) that Indemnitee would notpeemitted to be indemnified under
applicable law, and (ii) the obligation of the Caamny to make an advance payment of Expenses to mitEpursuant to

Section 2(a) (an "Expense Advance") shall be suilijethe condition that, if, when, and to the extidvat the Reviewing Party determines that
Indemnitee would not be permitted to be so indeiadifinder applicable law, the Company shall betledtto be reimbursed by Indemnitee
(who hereby agrees to reimburse the Company) fauah amounts theretofore paid; provided, howetat, if Indemnitee has commencec
thereafter commences legal proceedings in a céadrapetent jurisdiction to secure a determinatiaat Indemnitee should be indemnified
under applicable law, any determination made byRéeiewing Party that Indemnitee would not be péedito be indemnified under
applicable law shall not be binding and Indemngkall not be required to reimburse the Companyifiyr Expense Advance until a final
judicial determination is made with respect thef@®to which all rights of appeal therefrom hagerexhausted or lapsed). Indemnit
obligation to reimburse the Company for any Expehdeance shall be unsecured, and no interest bhatharged thereon. If there has not
been a Change in Control (as defined in Section)ltdreof), then the Reviewing Party shall be $etéby the Board of Directors; and if
there has been such a Change in Control (otheral@2tmange in Control which has been approved bgjarnty of the Company's Board of
Directors who were directors immediately prior twls Change in Control), then the Reviewing Parglldte the Independent Legal Counsel
referred to in Section 1(c) hereof. If there hasrbro determination by the Reviewing Party or & Reviewing Party determines that
Indemnitee substantively would not be permittelédndemnified in whole or in part under applicall, then Indemnitee shall have the
right to commence litigation seeking an initial eletination by the court or challenging any sucledatnation by the Reviewing Party or any
aspect thereof, including the legal or factual bakerefor, and the Company hereby consents téceenf process and to appear in any such
proceeding. Any determination by t



Reviewing Party otherwise shall be conclusive aindibg on the Company and Indemnitee.

(c) Change in Control. The Company agrees thagifd is a Change in Control of the Company (othan &a Change in Control which has
been approved by a majority of the Company's Bo&irectors who were directors immediately priorsuch Change in Control) then, with
respect to all matters thereafter arising concerttie rights of Indemnitee to payments of ExpemasesExpense Advances under this
Agreement or any other agreement under the Comp@swytificate of Incorporation or Bylaws as nowhereafter in effect, Independent
Legal Counsel (as defined in Section 10(d) herslod)l be selected by Indemnitee and approved bZtmpany (which approval shall not be
unreasonably withheld). Such counsel, among ottiegs, shall render its written opinion to the C@myp and Indemnitee as to whether and
to what extent Indemnitee would be permitted tondemnified under applicable law, and the Compagrges to abide by such opinion. The
Company agrees to pay the reasonable fees of depd&mdent Legal Counsel referred to above andlyoifdemnify such counsel against ¢
and all expenses (including attorneys' fees), daliabilities, and damages arising out of or ietato this Agreement or its engagement
pursuant hereto.

(d) Mandatory Payment of Expenses. Notwithstandimg other provision of this Agreement other thaoti®a 9 hereof, to the extent that
Indemnitee has been successful on the merits erwite, including, without limitation, the dismi¢sd an action without prejudice, in
defense of any action, suit, proceeding, inquinineestigation referred to in Section 1(a) hereoin the defense of any claim, issue, or
matter therein, Indemnitee shall be indemnifiedragjall Expenses incurred by Indemnitee in corinadherewith.

2. Expenses; Indemnification Procedure.

(a) Advancement of Expenses. The Company shallredvall Expenses incurred by Indemnitee. The adstwbe made hereunder shall be
paid by the Company to Indemnitee as soon as pediéi but in any event no later than five daysrafiétten demand by Indemnitee therefor
to the Company.

(b) Notice/Cooperation by Indemnitee. Indemnitealisias a condition precedent to Indemnitee's rightte indemnified under this Agreem
give the Company notice in writing as soon as frabte of any Claim made against Indemnitee forclwhhdemnification will or could be
sought under this Agreement. Notice to the Comsayl be directed to the Chief Executive Officetltd Company at the address shown on
the signature page of this Agreement (or such @tdress as the Company shall designate in wiitingdemnitee). In addition, Indemnitee
shall give the Company such information and codp®ras it may reasonably require and as shallil@mindemnitee's power.

(c) No Presumptions; Burden of Proof. For purpaddhis Agreement, the termination of any Claimjbgigment, order, settlement (whether
with or without court approval), or conviction, @pon a plea of nolo

contendere, or its equivalent, shall not createeaymption that Indemnitee did not meet any pddicstandard of conduct or have any
particular belief or that a court has determineat thdemnification is not permitted by applicaldel In addition, neithe



the failure of the Reviewing Party to have madeeiamination as to whether Indemnitee has met anycplar standard of conduct or had
any particular belief, nor an actual determinatigrthe Reviewing Party that Indemnitee has notsneh standard of conduct or did not have
such belief, prior to the commencement of legatpealings by Indemnitee to secure a judicial detgaition that Indemnitee should be
indemnified under applicable law, shall be a defeiesindemnitee's claim or create a presumptionltftiemnitee has not met any particular
standard of conduct or did not have any particbhédief. In connection with any determination by Reviewing Party or otherwise as to
whether Indemnitee is entitled to be indemnifiecehiader, the burden of proof shall be on the Compamstablish that Indemnitee is not so
entitled.

(d) Natice to Insurers. If, at the time of the rptdy the Company of a notice of a Claim pursuarection 2(b) hereof, the Company has
liability insurance in effect which may cover suctaim, the Company shall give prompt notice of tbenmencement of such Claim to the
insurers in accordance with the procedures sét forthe respective policies. The Company shalighfter take all necessary or desirable
action to cause such insurers to pay, on behdifd#mnitee, all amounts payable as a result of astibn, suit, proceeding, inquiry, or
investigation in accordance with the terms of spalicies.

(e) Selection of Counsel. In the event the Com=rall be obligated hereunder to pay the Expensaaylaim, the Company, if
appropriate, shall be entitled to assume the defefisuch Claim with counsel approved by Indemnitg®n the delivery to Indemnitee of
written notice of its election so to do. After deliy of such notice, approval of such counsel lwemnitee and the retention of such counsel
by the Company, the Company will not be liablertddmnitee under this Agreement for any fees of seusubsequently incurred by
Indemnitee with respect to the same Claim; provithed, (i) Indemnitee shall have the right to engdlademnitee’s counsel in any such Cl
at Indemnitee's expense and (ii) if (A) the emplentof counsel by Indemnitee has been previoudlyoaized by the Company, (B)
Indemnitee shall have reasonably concluded thag¢ tmay be a conflict of interest between the Comgzard Indemnitee in the conduct of ¢
such defense, or (C) the Company shall not contiouetain such counsel to defend such Claim, theriees and expenses of Indemnitee's
counsel shall be at the expense of the Comg



3. Additional Indemnification Rights; Nonexclusiyit

(a) Scope. The Company hereby agrees to indemmiigrhnitee to the fullest extent permitted by laatwithstanding that such
indemnification is not specifically authorized Ihetother provisions of this Agreement, the Compa@ygrtificate of Incorporation, the
Company's Bylaws, or by statute. In the event gf@range after the date of this Agreement in ampliegble law, statute, or rule which
expands the right of a Delaware corporation toimaiéy a member of its Board of Directors or an odfi, employee, agent, or fiduciary, it is
the intent of the parties hereto that Indemnites| €mjoy by this Agreement the greater benefitsrded by such change. In the event of any
change in any applicable law, statute, or rule Wwimiarrows the right of a Delaware corporation tteimnify a member of its Board of
Directors or an officer, employee, agent, or fidgj such change, to the extent not otherwise reduiy such law, statute, or rule to be
applied to this Agreement, shall have no effecthis Agreement or the parties' rights and obligegibereunder except as set forth in Section
8(a) hereof.

(b) Nonexclusivity. The indemnification provided this Agreement shall be in addition to any rigiatsvhich Indemnitee may be entitled
under the Company's Certificate of Incorporatité Bylaws, any agreement, any vote of stockholdedisinterested directors, the General
Corporation Law of the State of Delaware, or otlisewThe indemnification provided under this Agreanshall continue as to Indemnitee
for any action taken or not taken by Indemniteelevbérving in an indemnified capacity even thouggtelmnitee may have ceased to serve in
such capacity.

4. No Duplication of Payments. The Company shatlb®oliable under this Agreement to make any paynmeconnection with any Claim
made against Indemnitee to the extent Indemniteetierwise actually received payment

(under any insurance policy, Certificate of Incagimn, Bylaw, or otherwise)

of the amounts otherwise indemnifiable hereunder.

5. Partial Indemnification. If Indemnitee is ergidlunder any provision of this Agreement to inddioation by the Company for some or a
portion of Expenses incurred in connection with &@bgim, but not, however, for all of the total amothereof, then the Company
nevertheless shall indemnify Indemnitee for thetiporof such Expenses to which Indemnitee is extitl

6. Mutual Acknowledgment. Both the Company and imditiee acknowledge that in certain instances Fétmweor applicable public policy
may prohibit the Company from indemnifying its diters, officers, employees, agents, or fiducianieder this Agreement or otherwise.
Indemnitee understands and acknowledges that thgp&@uy has undertaken or may be required in thedutuundertake with the Securities
and Exchange Commission to submit the questiondgmnification to a court in certain circumstant@sa determination of the Company's
right under public policy to indemnify Indemnitee.

7. Liability Insurance. To the extent the Compargimtains liability insurance applicable to direstoofficers, employees, agents, or
fiduciaries, Indemnitee shall be covered by suditigs in such a manner as to provide Indemniteesdme rights and benefits as



accorded to the most favorably insured of the Camigadirectors, if Indemnitee is a director; otlud Company's officers, if Indemnitee is
not a director of the Company but is an officerpbthe Company's key employees, agents, or fidiesiaif Indemnitee is not an officer or
director but is a key employee, agent, or fiduciary

8. Exceptions. Any other provision herein to thatcary notwithstanding, the Company shall not bigalbed pursuant to the terms of this
Agreement:

(a) Excluded Action or Omissions. To indemnify Ind@tee for acts, omissions, or transactions fronctvindemnitee may not be relieved of
liability under applicable law;

(b) Claims Initiated by Indemnitee. To indemnifyamvance expenses to Indemnitee with respect im€laitiated or brought voluntarily by
Indemnitee and not by way of defense, except (i) wéspect to actions or proceedings brought tmbéish or enforce a right to
indemnification under this Agreement or any otrgereament or insurance policy or under the Compabettificate of Incorporation or
Bylaws now or hereafter in effect relating to Claifor Indemnifiable Events, (ii) in specific casethe Board of Directors has approved the
initiation or bringing of such Claim, or (iii) agherwise required under Section 145 of the Delav&areral Corporation Law, regardless of
whether Indemnitee ultimately is determined to biitled to such indemnification, advance expensa@nt, or insurance recovery, as the
case may be;

(c) Lack of Good Faith. To indemnify Indemnitee fary expenses incurred by Indemnitee with respeaty proceeding instituted by
Indemnitee to enforce or interpret this Agreemérat,court of competent jurisdiction determinesttbach of the material assertions made by
Indemnitee in such proceeding was not made in gaitidor was frivolous; or

(d) Claims Under Section 16(b). To indemnify Indét®a for expenses and the payment of profits ayifiom the purchase and sale by
Indemnitee of securities in violation of Sectior(ld)6of the Securities Exchange Act of 1934, as atadnor any similar successor statute.

9. Period of Limitations. No legal action shalllim®ught and no cause of action shall be asserted lnythe right of the Company against
Indemnitee, Indemnitee's estate, spouse, heirspgxs, or personal or legal representatives #igeexpiration of two years from the date of
accrual of such cause of action, and any claimaase of action of the Company shall be extinguistretideemed released unless asserted by
the timely filing of a legal action within such twear period; provided, however, that if any shopteriod of limitations is otherwise
applicable to any such cause of action, such shpetigod shall govern.

10. Construction of Certain Phrases.

(a) For purposes of this Agreement, referencesad@ompany" shall include, in addition to the téag corporation, any constituent
corporation (including any constituent of a consiit) absorbed in a consolidation or merger whfdts separate existence had continued,
would have had power and authority to indemnifyditectors, officers, employees, agents



fiduciaries, so that if Indemnitee is or was a cliog, officer, employee, agent, or fiduciary of Buonstituent corporation, or is or was serving
at the request of such constituent corporationdiseator, officer, employee, agent, or fiduciafyaoother corporation, partnership, joint
venture, employee benefit plan, trust, or otheegmise, Indemnitee shall stand in the same positiaer the provisions of this Agreement
with respect to the resulting or surviving corpamatas Indemnitee would have stood with respestitdh constituent corporation if its sepa
existence had continued.

(b) For purposes of this Agreement, referencestioet enterprises” shall include employee benéditg references to "fines" shall include
any excise taxes assessed on Indemnitee with ttesp@e employee benefit plan; and referencesdoviisg at the request of the Company"
shall include any service as a director, officenpoyee, agent, or fiduciary of the Company whitiposes duties on, or involves services by,
such director, officer, employee, agent, or fidoghith respect to an employee benefit plan, itip@ants or its beneficiaries; and if
Indemnitee acted in good faith and in a mannerrmdtee reasonably believed to be in the interefstiseoparticipants and beneficiaries of an
employee benefit plan, then Indemnitee shall bendekto have acted in a manner "not opposed todbeilterests of the Company" as
referred to in this Agreement.

(c) For purposes of this Agreement a "Change int@thshall be deemed to have occurred if (i) apgrson” (as such term is used in Sect
13(d) and 14(d) of the Securities Exchange Acta¥4] as amended), other than a trustee or othetifid/ holding securities under an
employee benefit plan of the Company or a corponativned directly or indirectly by the stockholdefgshe Company in substantially the
same proportions as their ownership of stock ofGhmpany, (A) who is or becomes the beneficial awdieectly or indirectly, of securities
of the Company representing 10% or more of the éoetbvoting power of the Company's then outstandating Securities increases his
beneficial ownership of such securities by 5% oreraver the percentage so owned by such pers¢B) tlecomes the "beneficial owner"
defined in Rule 13d-3 under said Act), directhyiradirectly, of securities of the Company represggtinore than 20% of the total voting
power represented by the Company's then outstanbitigg Securities, (ii) during any period of twortsecutive years, individuals who at
beginning of such period constitute the Board aEBtors of the Company and any new director whésgtien by the Board of Directors or
nomination for election by the Company's stockhddeas approved by a vote of at least two-thirdhefdirectors then still in office who
either were directors at the beginning of the gbdowhose election or nomination for election \wesviously so approved cease for any
reason to constitute a majority thereof, or (¢ tstockholders of the Company approve a mergeomsolidation of the Company with any
other corporation other than a merger or consatidavhich would result in the Voting Securitiestbé Company outstanding immediately
prior thereto continuing to represent (either byma@ing outstanding or by being converted into WgtSecurities of the surviving entity) at
least 80% of the total voting power representethieyWoting Securities of the Company or such sumg\entity outstanding immediately af
such merger or consolidation, or the stockholdétkeCompany approve a plan of complete liquidatbthe Company or an agreement for
the sale or disposition by the Company (in onesation or a series of transactions) of all or sriglly all of the Company's assets.

(d) For purposes of this Agreement, "Independegl€ounsel" shall mean an attorney or firm ofraigys, selected in accordance with the
provisions of Section 1(c) hereof, w



shall not have otherwise performed services foiGbmpany or Indemnitee within the last three yé€atiser than with respect to matters
concerning the rights of Indemnitee under this &gnent, or of other indemnitees under similar indéyragreements).

(e) For purposes of this Agreement, a "ReviewingyP&hall mean any appropriate person or body isting of a member or members of the
Company's Board of Directors or any other persooooly appointed by the Board of Directors who isanparty to the particular Claim for
which Indemnitee is seeking indemnification, ordpdndent Legal Counsel.

(f) For purposes of this Agreement, "Voting Seéesit shall mean any securities of the Companyubt generally in the election of
directors.

11. Counterparts. This Agreement may be executedénor more counterparts, each of which shall titotes an original.

12. Binding Effect; Successors and Assigns. ThieeAment shall be binding upon and inure to the fitesfeand be enforceable by the parties
hereto and their respective successors (includiggdaect or indirect successor by purchase, megarsolidation, or otherwise to all or
substantially all of the business and/or assetseCompany), assigns, spouses, heirs, and pemodd#tgal representatives. The Company
shall require and cause any successor (whetheat diréndirect by purchase, merger, consolidat@mtherwise) to all, substantially all, or a
substantial part of the business and/or asseteedompany, by written agreement in form and susstaatisfactory to Indemnitee, expressly
to assume and agree to perform this Agreementisdme manner and to the same extent that the @gnamauld be required to perform if

no such succession had taken place. This Agreeshatitcontinue in effect regardless of whether mdiéee continues to serve as a director,
officer, employee, agent, or fiduciary of the Comypar of any other enterprise at the Company'sesgu

13. Attorney's Fees. In the event that any acBanstituted by Indemnitee under this Agreementrater any liability insurance policies
maintained by the Company to enforce or interpngtaf the terms hereof or thereof, Indemnitee shaléentitled to be paid all Expenses
incurred by Indemnitee with respect to such actiegardless of whether Indemnitee is ultimatelycsssful in such action, and shall be
entitled to the advancement of Expenses with régpestich action, unless, as a part of such acti@ourt of competent jurisdiction over st
action determines that each of the material assertinade by Indemnitee as a basis for such actemat made in good faith or was
frivolous. In the event of an action instituteddoyin the name of the Company under this Agreerteeahforce or interpret any of the terms
this Agreement, Indemnitee shall be entitled t@aiel all Expenses incurred by Indemnitee in deferfiseich action (including costs and
expenses incurred with respect to Indemnitee'steociaims and crosslaims made in such action) and shall be entitbetthé advancement
Expenses with respect to such action, unlesspastaf such action, a court having jurisdictiorepsuch action determines that each of
Indemnitee's material defenses to such action veaern bad faith or was frivolous.

14. Notice. All notices and other communicationguieed or permitted hereunder shall be in writisigall be effective when given, and shall
in any event be deemed to be given (a)



days after deposit with the U.S. Postal Servicetlber applicable postal service, if delivered bigtftlass mail postage prepaid, (b) upon
delivery, if delivered by hand, (c) one businesg after the business day of deposit with Federgir&ss or similar overnight courier, freight
prepaid, or (d) one day after the business dalivety by facsimile transmission, if delivered tagsimile transmission, with a copy by first
class mail postage prepaid, and shall be addréfssethe Indemnitee at the Indemnitee's addreseaforth beneath his signature to this
Agreement and if to the Company at the addrests @frincipal corporate offices (attention: Secngtar at such other address as such party
may designate by ten days' advance written natitee other party hereto.

15. Consent to Jurisdiction. The Company and Indermreach hereby irrevocably consent to the jurtazh of the courts of the State of
Delaware for all purposes in connection with antyoarcor proceeding which arises out of or relatethts Agreement and agree that any as
instituted under this Agreement shall be commenpemkecuted, and continued only in the Court ofri€bay of the State of Delaware in and
for New Castle County, which shall be the exclugind only proper forum adjudicating such a claim.

16. Severability. The provisions of this Agreemsimall be severable in the event that any of theigians hereof (including any provision
within a single section, paragraph, or sentenaehatd by a court of competent jurisdiction to ilveallid, void, or otherwise unenforceable,
and the remaining provisions shall remain enforfeetbthe fullest extent permitted by law. Furtherm to the fullest extent possible, the
provisions of this Agreement (including, withounitations, each portion of this Agreement contagramy provision held to be invalid, void,
or otherwise unenforceable that is not itself ifdjaloid, or unenforceable) shall be construedsstoaive effect to the intent manifested by
the provision held invalid, illegal, or unenforcéab

17. Choice of Law. This Agreement shall be govermgdnd its provisions construed and enforced aoatance with the laws of the State of
Delaware, as applied to contracts between Delarvesidents, entered into and to be performed entivéhin the State of Delaware, without
regard to the conflict of laws principles thereof.

18. Subrogation. In the event of payment underAlgieement, the Company shall be subrogated textent of such payment to all of the
rights of recovery of Indemnitee, who shall exealtelocuments required and shall do all acts ey be necessary to secure such rights anc
to enable the Company effectively to bring suiétdorce such rights.

19. Amendment and Termination. No amendment, mzatifin, termination, or cancellation of this Agresrhshall be effective unless it is in
writing signed by both the parties hereto. No waiseany of the provisions of this Agreement slueldeemed or shall constitute a waiver of
any other provisions hereof (whether or not sinpiteor shall such waiver constitute a continuingweai

20. Integration and Entire Agreement. This Agreenseits forth the entire understanding between #negs hereto and supersedes and
merges all previous written and oral negotiatimmsnmitments, understandings, and agreements iglatithe subject matter hereof between
the parties heret:



21. No Construction as Employment Agreement. Natttiontained in this Agreement shall be construegivasg Indemnitee any right to be
retained in the employ of the Company or any o$itlsidiaries or to serve on the Board of Directdithe Company or any of its subsidiaries
or to hold any other position as a representativiiesignee of the Company or any of its subsidiarie

CSG SYSTEMS INTERNATIONAL, INC., a
Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board
Address: 7887 East Bell evi ew Avenue,
Suite 1000
Engl ewood, CO 80111

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board
Address: 7887 East Bellevi ew Avenue,
Suite 1000
Engl ewood, CO 80111

AGREED TO AND ACCEPTED BY:

INDEMNITEE

/sl John P. Pogge

(Signaturey
John P. Pogge

(Typed or Printed Name)

7887 East Belleview Avenue,
Suite 1000
Englewood, CO 8011



CSG SYSTEMS INTERNATIONAL, INC.

INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement”) is reahd entered into as of the 18th day of Novenmit#97, by and between CSG
SYSTEMS INTERNATIONAL, INC., a Delaware corporaticand its wholly-owned subsidiary, CSG SYSTEMS, IN€lich two
corporations being collectively referred to heraathe "Company") and JANICE OBUCHOWSKI ("Indemalte

RECITALS:

A. The Company and Indemnitee recognize the coetirdifficulty in obtaining liability insurance fats directors, officers, employees,
agents, and fiduciaries, the significant increaseke cost of such insurance and the general texhscin the coverage of such insurance.

B. The Company and Indemnitee further recognizesthstantial increase in corporate litigation inggl, subjecting directors, officers,
employees, agents, and fiduciaries to extensiigation risks at the same time as the availabditg coverage of liability insurance has been
severely reduced.

C. Indemnitee does not regard the current protecti@ilable as adequate under the present circaoestaand Indemnitee and other direct
officers, employees, agents, and fiduciaries oiGbepany may not be willing to continue to servstich capacities without additional
protection.

D. The Company desires to attract and retain thecsss of highly qualified individuals, such as émdnitee, to serve the Company and, in
part, in order to induce Indemnitee to continuprimvide services to the Company, wishes to profedéhe indemnification and advancing of
expenses to Indemnitee to the maximum extent punity law.

E. In view of the considerations set forth abotie, Company desires that Indemnitee be indemnifyetthés Company as set forth herein.
NOW, THEREFORE, the Company and Indemnitee hergbyeaas follows

1. Indemnification.

(a) Indemnification of Expenses. The Company shdikmnify Indemnitee to the fullest extent perndttey law if Indemnitee was or is or
becomes a party to or witness or other participgnir is threatened to be made a party to or wire other participant in, any threatened,
pending, or completed action, suit, proceedin@lt@rnative dispute resolution mechanism, or ararihg, inquiry, or investigation that
Indemnitee in good faith believes mig



lead to the institution of any such action, suiggeeding, or alternative dispute resolution meidmnwhether civil, criminal, administrative,
investigative, or other (hereinafter a "Claim") f@ason of (or arising in part out of) any evenboeurrence related to the fact that Indemnitee
is or was a director, officer, employee, agenfjduciary of the Company, or any subsidiary of @empany, or is or was serving at the
request of the Company as a director, officer, eyg®, agent, or fiduciary of another corporatiartmership, joint venture, trust, or other
enterprise, or by reason of any action or inaatiorthe part of Indemnitee while serving in suchacdly (hereinafter as "Indemnifiable
Event") against any and all expenses (includingragtys' fees and all other costs, expenses, aightbhs incurred in connection with
investigating, defending, being a witness in otipgrating in (including on appeal), or preparimgdefend, be a witness in, or participate in,
any such action, suit, proceeding, alternativetispesolution mechanism, hearing, inquiry, or stigation), judgments, fines, penalties and
amounts paid in settlement (if such settlemenpfgaved in advance by the Company, which apprdvall sot be unreasonably withheld) of
such Claim and any federal, state, local, or faréaxes imposed on Indemnitee as a result of theabor deemed receipt of any payments
under this Agreement (collectively, hereinafter perses"), including all interest, assessmentsptral charges paid or payable in
connection with or in respect of such Expensesh$®ayment of Expenses shall be made by the Comgmegon as practicable but in any
event no later than five days after written demlyndndemnitee therefor is presented to the Company.

(b) Reviewing Party. Notwithstanding the foregoi(iyjthe obligations of the Company under Secti¢a) Shall be subject to the condition 1
the Reviewing Party (as described in Section 10ée¢of) shall not have determined (in a writtemapi, in any case in which the
Independent Legal Counsel referred to in Sectiah Aé¢reof is involved) that Indemnitee would notfpeemitted to be indemnified under
applicable law, and (ii) the obligation of the Caany to make an advance payment of Expenses to mitEpursuant to

Section 2(a) (an "Expense Advance") shall be saitijethe condition that, if, when, and to the extidvat the Reviewing Party determines that
Indemnitee would not be permitted to be so indeimditinder applicable law, the Company shall beledtio be reimbursed by Indemnitee
(who hereby agrees to reimburse the Company) fauah amounts theretofore paid; provided, howetat, if Indemnitee has commencec
thereafter commences legal proceedings in a céadrapetent jurisdiction to secure a determinatiaat Indemnitee should be indemnified
under applicable law, any determination made byRéeewing Party that Indemnitee would not be péadito be indemnified under
applicable law shall not be binding and Indemngkall not be required to reimburse the Companyifiyr Expense Advance until a final
judicial determination is made with respect thef@®to which all rights of appeal therefrom hagerexhausted or lapsed). Indemnit
obligation to reimburse the Company for any Expehdeance shall be unsecured, and no interest Baatharged thereon. If there has not
been a Change in Control (as defined in Section)1treof), then the Reviewing Party shall be setéby the Board of Directors; and if
there has been such a Change in Control (otheral@ztmange in Control which has been approved bgjarnty of the Company's Board of
Directors who were directors immediately prior twls Change in Control), then the Reviewing Parglldte the Independent Legal Counsel
referred to in Section 1(c) hereof. If there hasrbeo determination by the Reviewing Party or & Reviewing Party determines that
Indemnitee



substantively would not be permitted to be inderedifn whole or in part under applicable law, thedemnitee shall have the right to
commence litigation seeking an initial determinatiy the court or challenging any such determimaltip the Reviewing Party or any aspect
thereof, including the legal or factual bases tfogreand the Company hereby consents to servipeaafess and to appear in any such
proceeding. Any determination by the Reviewing Yatherwise shall be conclusive and binding onGbenpany and Indemnitee.

(c) Change in Control. The Company agrees théatife is a Change in Control of the Company (othan &a Change in Control which has
been approved by a majority of the Company's Bo&irectors who were directors immediately priorsuch Change in Control) then, with
respect to all matters thereafter arising concerttie rights of Indemnitee to payments of ExpemasesExpense Advances under this
Agreement or any other agreement under the Comp&mytificate of Incorporation or Bylaws as nowhereafter in effect, Independent
Legal Counsel (as defined in Section 10(d) herslaf)l be selected by Indemnitee and approved bZtmpany (which approval shall not be
unreasonably withheld). Such counsel, among ottiegs, shall render its written opinion to the Ca@my and Indemnitee as to whether and
to what extent Indemnitee would be permitted tanldemnified under applicable law, and the Compagrges to abide by such opinion. The
Company agrees to pay the reasonable fees of depémdent Legal Counsel referred to above andlyoifidemnify such counsel against ¢
and all expenses (including attorneys' fees), daliabilities, and damages arising out of or iatato this Agreement or its engagement
pursuant hereto.

(d) Mandatory Payment of Expenses. Notwithstandimg other provision of this Agreement other thaoti®a 9 hereof, to the extent that
Indemnitee has been successful on the merits erwise, including, without limitation, the dismissd an action without prejudice, in
defense of any action, suit, proceeding, inquinjnwestigation referred to in Section 1(a) hereoin the defense of any claim, issue, or
matter therein, Indemnitee shall be indemnifiedregiall Expenses incurred by Indemnitee in corinadherewith.

2. Expenses; Indemnification Procedure.

(a) Advancement of Expenses. The Company shallredvall Expenses incurred by Indemnitee. The adhsatawbe made hereunder shall be
paid by the Company to Indemnitee as soon as padodé but in any event no later than five daysraftitten demand by Indemnitee therefor
to the Company.

(b) Notice/Cooperation by Indemnitee. Indemnitealislas a condition precedent to Indemnitee's rightte indemnified under this Agreem
give the Company notice in writing as soon as frabte of any Claim made against Indemnitee forclwhhdemnification will or could be
sought under this Agreement. Notice to the Compsmayl be directed to the Chief Executive Officetltied Company at the address shown on
the signature page of this Agreement (or such altidress as the Company shall designate in witibdirigdemnitee). In addition, Indemnitee
shall give the Company such information and codpmras it may reasonably require and as shallib@mindemnitee's powe



(c) No Presumptions; Burden of Proof. For purpaddhis Agreement, the termination of any Claimjbgigment, order, settlement (whether
with or without court approval), or conviction, @pon a plea of nolo

contendere, or its equivalent, shall not createeaymption that Indemnitee did not meet any pdeicstandard of conduct or have any
particular belief or that a court has determineat thdemnification is not permitted by applicalda/ In addition, neither the failure of the
Reviewing Party to have made a determination aghether Indemnitee has met any particular standecdnduct or had any particular
belief, nor an actual determination by the Revigynharty that Indemnitee has not met such standardnaluct or did not have such belief,
prior to the commencement of legal proceedingsblginnitee to secure a judicial determination thdemnitee should be indemnified under
applicable law, shall be a defense to Indemnitdealm or create a presumption that Indemnitee loasnet any particular standard of conduct
or did not have any particular belief. In connectwaith any determination by the Reviewing Partytirerwise as to whether Indemnitee is
entitled to be indemnified hereunder, the burdeprobf shall be on the Company to establish thd¢hmnitee is not so entitled.

(d) Natice to Insurers. If, at the time of the rptdy the Company of a notice of a Claim pursuarection 2(b) hereof, the Company has
liability insurance in effect which may cover suctaim, the Company shall give prompt notice of tbenmencement of such Claim to the
insurers in accordance with the procedures sét forthe respective policies. The Company shaliehfter take all necessary or desirable
action to cause such insurers to pay, on behdifd#mnitee, all amounts payable as a result of astibn, suit, proceeding, inquiry, or
investigation in accordance with the terms of spalicies.

(e) Selection of Counsel. In the event the Compsmall be obligated hereunder to pay the Expensasyflaim, the Company, if
appropriate, shall be entitled to assume the defefisuch Claim with counsel approved by Indemnitg®n the delivery to Indemnitee of
written notice of its election so to do. After deliy of such notice, approval of such counsel [wemnitee and the retention of such counsel
by the Company, the Company will not be liablertddmnitee under this Agreement for any fees of seusubsequently incurred by
Indemnitee with respect to the same Claim; provithed, (i) Indemnitee shall have the right to engdlademnitee’s counsel in any such Cl
at Indemnitee's expense and (ii) if (A) the emplentrof counsel by Indemnitee has been previoudlyoaized by the Company, (B)
Indemnitee shall have reasonably concluded tha¢ timay be a conflict of interest between the Coryizard Indemnitee in the conduct of ¢
such defense, or (C) the Company shall not contiauetain such counsel to defend such Claim, therfees and expenses of Indemnitee's
counsel shall be at the expense of the Company.

3. Additional Indemnification Rights; Nonexclusiyit

(a) Scope. The Company hereby agrees to indemmigrhnitee to the fullest extent permitted by laatwithstanding that such
indemnification is not specifically authorized Ihetother provisions of this Agreement, the Compa@yrtificate of Incorporation, tt



Company's Bylaws, or by statute. In the event gf@range after the date of this Agreement in ampliegble law, statute, or rule which
expands the right of a Delaware corporation to imciéy a member of its Board of Directors or an oéfi, employee, agent, or fiduciary, it is
the intent of the parties hereto that Indemnitesdl &mjoy by this Agreement the greater benefitsrded by such change. In the event of any
change in any applicable law, statute, or rule Wwimarrows the right of a Delaware corporation teimnify a member of its Board of
Directors or an officer, employee, agent, or fidugj such change, to the extent not otherwise redudy such law, statute, or rule to be
applied to this Agreement, shall have no effecthis Agreement or the parties' rights and obligegibereunder except as set forth in Section
8(a) hereof.

(b) Nonexclusivity. The indemnification provided this Agreement shall be in addition to any rigiatsvhich Indemnitee may be entitled
under the Company's Certificate of IncorporatitmBylaws, any agreement, any vote of stockholdedisinterested directors, the General
Corporation Law of the State of Delaware, or othisewThe indemnification provided under this Agreatnshall continue as to Indemnitee
for any action taken or not taken by Indemniteelevbérving in an indemnified capacity even thouggtelmnitee may have ceased to serve in
such capacity.

4. No Duplication of Payments. The Company shatlbeoliable under this Agreement to make any paynmeconnection with any Claim
made against Indemnitee to the extent Indemniteetierwise actually received payment

(under any insurance policy, Certificate of Incagimn, Bylaw, or otherwise)

of the amounts otherwise indemnifiable hereunder.

5. Partial Indemnification. If Indemnitee is ergdlunder any provision of this Agreement to inddioation by the Company for some or a
portion of Expenses incurred in connection with &bgim, but not, however, for all of the total ambthereof, then the Company
nevertheless shall indemnify Indemnitee for thetiporof such Expenses to which Indemnitee is etitl

6. Mutual Acknowledgment. Both the Company and indigee acknowledge that in certain instances Fétmreor applicable public policy
may prohibit the Company from indemnifying its diters, officers, employees, agents, or fiducianieder this Agreement or otherwise.
Indemnitee understands and acknowledges that thgp&@uy has undertaken or may be required in thedutuundertake with the Securities
and Exchange Commission to submit the questiondgrmnification to a court in certain circumstanfsa determination of the Company's
right under public policy to indemnify Indemnitee.

7. Liability Insurance. To the extent the Compargimtains liability insurance applicable to direstoofficers, employees, agents, or
fiduciaries, Indemnitee shall be covered by suditigs in such a manner as to provide Indemniteeséime rights and benefits as are
accorded to the most favorably insured of the Camsadirectors, if Indemnitee is a director; otlod Company's officers, if Indemnitee is
not a director of the Company but is an officerpb



the Company's key employees, agents, or fiduciafiggdemnitee is not an officer or director bsita key employee, agent, or fiduciary.

8. Exceptions. Any other provision herein to thatcary notwithstanding, the Company shall not bkgalted pursuant to the terms of this
Agreement:

(a) Excluded Action or Omissions. To indemnify Ind@tee for acts, omissions, or transactions fronctvindemnitee may not be relieved of
liability under applicable law;

(b) Claims Initiated by Indemnitee. To indemnifyamvance expenses to Indemnitee with respect im€laitiated or brought voluntarily by
Indemnitee and not by way of defense, except (i) wéspect to actions or proceedings brought tabéish or enforce a right to
indemnification under this Agreement or any othgneeament or insurance policy or under the Compabgttificate of Incorporation or
Bylaws now or hereafter in effect relating to Claifor Indemnifiable Events, (ii) in specific casethe Board of Directors has approved the
initiation or bringing of such Claim, or (iii) agherwise required under Section 145 of the Delav&areral Corporation Law, regardless of
whether Indemnitee ultimately is determined to biitled to such indemnification, advance expenserent, or insurance recovery, as the
case may be;

(c) Lack of Good Faith. To indemnify Indemnitee fary expenses incurred by Indemnitee with respeahy proceeding instituted by
Indemnitee to enforce or interpret this Agreemérat,court of competent jurisdiction determinestthach of the material assertions made by
Indemnitee in such proceeding was not made in gaitidor was frivolous; or

(d) Claims Under Section 16(b). To indemnify Indet®a for expenses and the payment of profits ayifiom the purchase and sale by
Indemnitee of securities in violation of Sectior(ld)éof the Securities Exchange Act of 1934, as atednor any similar successor statute.

9. Period of Limitations. No legal action shalllm®ught and no cause of action shall be assertex lythe right of the Company against
Indemnitee, Indemnitee's estate, spouse, heirsps, or personal or legal representatives #iteexpiration of two years from the date of
accrual of such cause of action, and any claimaase of action of the Company shall be extinguistretideemed released unless asserted by
the timely filing of a legal action within such twear period; provided, however, that if any shopteriod of limitations is otherwise

applicable to any such cause of action, such shpetgod shall govern.

10. Construction of Certain Phrases.

(a) For purposes of this Agreement, referencesad@ompany" shall include, in addition to the téag corporation, any constituent
corporation (including any constituent of a consiit) absorbed in a consolidation or merger whfdts separate existence had continued,
would have had power and authority to indemnifyditectors, officers, employees, agents



fiduciaries, so that if Indemnitee is or was a cliog, officer, employee, agent, or fiduciary of Buonstituent corporation, or is or was serving
at the request of such constituent corporationdiseator, officer, employee, agent, or fiduciafyaoother corporation, partnership, joint
venture, employee benefit plan, trust, or otheegmise, Indemnitee shall stand in the same positiaer the provisions of this Agreement
with respect to the resulting or surviving corpamatas Indemnitee would have stood with respestitdh constituent corporation if its sepa
existence had continued.

(b) For purposes of this Agreement, referencestioet enterprises” shall include employee bendditg references to “fines" shall include
any excise taxes assessed on Indemnitee with ttesp@e employee benefit plan; and referencesdoviisg at the request of the Company"
shall include any service as a director, officenpoyee, agent, or fiduciary of the Company whitiposes duties on, or involves services by,
such director, officer, employee, agent, or fidoghith respect to an employee benefit plan, itip@ants or its beneficiaries; and if
Indemnitee acted in good faith and in a mannerrmdtee reasonably believed to be in the interefstiseoparticipants and beneficiaries of an
employee benefit plan, then Indemnitee shall bendekto have acted in a manner "not opposed todbeilterests of the Company" as
referred to in this Agreement.

(c) For purposes of this Agreement a "Change int@thshall be deemed to have occurred if (i) apgrson” (as such term is used in Sect
13(d) and 14(d) of the Securities Exchange Acta¥4] as amended), other than a trustee or othetifid/ holding securities under an
employee benefit plan of the Company or a corponativned directly or indirectly by the stockholdefgshe Company in substantially the
same proportions as their ownership of stock ofGhmpany, (A) who is or becomes the beneficial awdieectly or indirectly, of securities
of the Company representing 10% or more of the éoetbvoting power of the Company's then outstandating Securities increases his
beneficial ownership of such securities by 5% oreraver the percentage so owned by such pers¢B) tlecomes the "beneficial owner"
defined in Rule 13d-3 under said Act), directhyiradirectly, of securities of the Company represggtinore than 20% of the total voting
power represented by the Company's then outstanbitigg Securities, (ii) during any period of twortsecutive years, individuals who at
beginning of such period constitute the Board aEBtors of the Company and any new director whésgtien by the Board of Directors or
nomination for election by the Company's stockhddeas approved by a vote of at least two-thirdhefdirectors then still in office who
either were directors at the beginning of the gbdowhose election or nomination for election \wesviously so approved cease for any
reason to constitute a majority thereof, or (¢ tstockholders of the Company approve a mergeomsolidation of the Company with any
other corporation other than a merger or consatidavhich would result in the Voting Securitiestbé Company outstanding immediately
prior thereto continuing to represent (either byma@ing outstanding or by being converted into WgtSecurities of the surviving entity) at
least 80% of the total voting power representethieyWoting Securities of the Company or such sumg\entity outstanding immediately af
such merger or consolidation, or the stockholdétkeCompany approve a plan of complete liquidatibthe



Company or an agreement for the sale or dispodityothe Company (in one transaction or a serigsaofactions) of all or substantially all of
the Company's assets.

(d) For purposes of this Agreement, "Independegl€ounsel" shall mean an attorney or firm ofraigys, selected in accordance with the
provisions of Section 1(c) hereof, who shall notdatherwise performed services for the Companpademnitee within the last three years
(other than with respect to matters concerningititgs of Indemnitee under this Agreement, or dleotindemnitees under similar indemnity
agreements).

(e) For purposes of this Agreement, a "ReviewingyP&hall mean any appropriate person or body isting of a member or members of the
Company's Board of Directors or any other persooooly appointed by the Board of Directors who isanparty to the particular Claim for
which Indemnitee is seeking indemnification, ordpdndent Legal Counsel.

(f) For purposes of this Agreement, "Voting Seéesit shall mean any securities of the Companyubt generally in the election of
directors.

11. Counterparts. This Agreement may be executedénor more counterparts, each of which shall titotes an original.

12. Binding Effect; Successors and Assigns. ThieeAment shall be binding upon and inure to the fitesfeand be enforceable by the parties
hereto and their respective successors (includiggdaect or indirect successor by purchase, megarsolidation, or otherwise to all or
substantially all of the business and/or assetseCompany), assigns, spouses, heirs, and pemodd#tgal representatives. The Company
shall require and cause any successor (whetheat diréndirect by purchase, merger, consolidat@mtherwise) to all, substantially all, or a
substantial part of the business and/or asseteed€ompany, by written agreement in form and sulsstaatisfactory to Indemnitee, expressly
to assume and agree to perform this Agreementisdme manner and to the same extent that the @gnamauld be required to perform if

no such succession had taken place. This Agreeshatitcontinue in effect regardless of whether mditee continues to serve as a director,
officer, employee, agent, or fiduciary of the Comypar of any other enterprise at the Company'sesgu

13. Attorney's Fees. In the event that any acBanstituted by Indemnitee under this Agreementrater any liability insurance policies
maintained by the Company to enforce or interpngtaf the terms hereof or thereof, Indemnitee shaléntitled to be paid all Expenses
incurred by Indemnitee with respect to such actiegardless of whether Indemnitee is ultimatelycsssful in such action, and shall be
entitled to the advancement of Expenses with régpestich action, unless, as a part of such acti@ourt of competent jurisdiction over st
action determines that each of the material asgexrtinade by Indemnitee as a basis for such actiemat made in good faith or was
frivolous. In the event of an action instituteddoyin the name of the Company under this Agreerteeahforce or interpret any of the terms
this Agreement, Indemnitee shall be entitled t@aiel all Expenses incurred by Indemnite:



defense of such action (including costs and expeimsairred with respect to Indemnitee's countemdaand crosstaims made in such actic
and shall be entitled to the advancement of Exsewdh respect to such action, unless, as a paudi action, a court having jurisdiction
over such action determines that each of Indenisiteaterial defenses to such action was made irfdithdor was frivolous.

14. Notice. All notices and other communicationguieed or permitted hereunder shall be in writisigall be effective when given, and shall
in any event be deemed to be given (a) five daigs déposit with the U.S. Postal Service or otipgliaable postal service, if delivered by
first class mail postage prepaid, (b) upon delivérglelivered by hand, (c) one business day dfterbusiness day of deposit with Federal
Express or similar overnight courier, freight prighar (d) one day after the business day of dejitey facsimile transmission, if delivered by
facsimile transmission, with a copy by first clasail postage prepaid, and shall be addressedtietindemnitee at the Indemnitee's address
as set forth beneath his signature to this Agre¢amah if to the Company at the address of its padccorporate offices (attention: Secretary)
or at such other address as such party may desibgdaen days' advance written notice to the gtlaety hereto.

15. Consent to Jurisdiction. The Company and Indermreach hereby irrevocably consent to the jurtazh of the courts of the State of
Delaware for all purposes in connection with antyoacor proceeding which arises out of or relatethts Agreement and agree that any a
instituted under this Agreement shall be commenpezsecuted, and continued only in the Court ofri€kay of the State of Delaware in and
for New Castle County, which shall be the exclugind only proper forum adjudicating such a claim.

16. Severability. The provisions of this Agreemsimdll be severable in the event that any of theigians hereof (including any provision
within a single section, paragraph, or sentenaehatd by a court of competent jurisdiction to ilveallid, void, or otherwise unenforceable,
and the remaining provisions shall remain enforfeetbthe fullest extent permitted by law. Furtherm to the fullest extent possible, the
provisions of this Agreement (including, withounitations, each portion of this Agreement contagramy provision held to be invalid, void,
or otherwise unenforceable that is not itself ifdjaloid, or unenforceable) shall be construedsstoaive effect to the intent manifested by
the provision held invalid, illegal, or unenforcéab

17. Choice of Law. This Agreement shall be govermgdnd its provisions construed and enforced aoatance with the laws of the State of
Delaware, as applied to contracts between Delarvesidents, entered into and to be performed entivéhin the State of Delaware, without
regard to the conflict of laws principles thereof.

18. Subrogation. In the event of payment underAlgieement, the Company shall be subrogated testtent of such payment to all of the
rights of recovery of Indemnitee, who shall exealtelocuments required and shall do all acts ey be necessary to secure such rights anc
to enable the Company effectively to bring suietdorce such right:



19. Amendment and Termination. No amendment, mzatifin, termination, or cancellation of this Agresrhshall be effective unless it is in
writing signed by both the parties hereto. No waiseany of the provisions of this Agreement sheldeemed or shall constitute a waiver of
any other provisions hereof (whether or not sinpiteor shall such waiver constitute a continuingweai

20. Integration and Entire Agreement. This Agreensetts forth the entire understanding between #negs hereto and supersedes and
merges all previous written and oral negotiati@mmsnmitments, understandings, and agreements igkatithe subject matter hereof between
the parties hereto.

21. No Construction as Employment Agreement. Natttiontained in this Agreement shall be construegivasg Indemnitee any right to be
retained in the employ of the Company or any ositssidiaries or to serve on the Board of Directdrthe Company or any of its subsidiaries
or to hold any other position as a representativiiesignee of the Company or any of its subsidiarie

CSG SYSTEMS INTERNATIONAL, INC., a
Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board and Chi ef
Executive Oficer
Address: 7887 East Bell eview Avenue
Suite 1000
Engl ewood, CO 80111

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen
Title: Chairman of the Board and Chi ef
Executive Oficer
Address: 7887 East Bell eview Avenue
Suite 1000
Engl ewood, CO 80111

AGREED TO AND ACCEPTED BY:




INDEMNITEE

/'s/ Jani ce OGbuchowsk

(Si gnature)

Janice Obuchowski
(Typed or Printed Name)

1101 Pennsylvania Avenue, N.W., Suite 805
Washington, D.C. 20004

(Address)



EXHIBIT 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1997

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, 333-32951 and 333- 04286.

ARTHUR ANDERSEN LLP

Omaha, Nebraska

March 16, 199¢



ARTICLE 5

This schedule contains summary financial infornragatracted from Annual Report on Form 10-K andualified in its entirety by
reference to such financial statements.

MULTIPLIER: 1,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 20,41
SECURITIES 0
RECEIVABLES 49,99¢
ALLOWANCES 1,39¢
INVENTORY 0
CURRENT ASSETS 72,12¢
PP&E 33,50(
DEPRECIATION 16,34:
TOTAL ASSETS 179,79:
CURRENT LIABILITIES 68,60¢
BONDS 128,25
COMMON 25E
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE (33,341
TOTAL LIABILITY AND EQUITY 179,79:
SALES 0
TOTAL REVENUES 171,80
CGS 0
TOTAL COSTS 89,98:
OTHER EXPENSE 139,80
LOSS PROVISION 0
INTEREST EXPENSE 5,32+
INCOME PRETAX (110,216
INCOME TAX 0
INCOME CONTINUING (110,216
DISCONTINUED 7,92z
EXTRAORDINARY (577
CHANGES 0
NET INCOME (102,871
EPS PRIMARY (4.03

EPS DILUTED (4.03'



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 ARE QUIIFIED IN THEIR ENTIRETY BY REFERENCE TO AND
ARE ACCOMPANIED BY THE FOLLOWING MEANINGFUL CAUTIOMRY STATEMENTS IDENTIFYING CERTAIN IMPORTANT
FACTORS THAT COULD CAUSE ACTUAL RESULTS TO DIFFERATERIALLY FROM THOSE IN SUCH FORWARD-LOOKING
STATEMENTS.

This list of factors is likely not exhaustive. TBe@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@me-looking statements.

ACCORDINGLY, THERE CAN BE NO ASSURANCE THAT FORWARDOOKING STATEMENTS WILL BE ACCURATE
INDICATORS OF FUTURE ACTUAL RESULTS, AND IT IS LIKEY THAT ACTUAL RESULTS WILL DIFFER FROM RESULTS
PROJECTED IN FORWAR-LOOKING STATEMENTS AND THAT SUCH DIFFERENCES MAY BMATERIAL.



NET LOSSES

The Company has recorded annual net losses sioeption (October 17, 1994) through December 3171%8ese net losses have resulted
from several factors, including: (i) amortizatichimtangible assets (acquired software, client @mis and related intangibles, and
noncompete agreements and goodwill); (ii) chargetwchased research and development; (iii) chingnpairment of software
development costs; (iv) charge for impairment ddmgible assets; (v) interest expense; (vi) stoeged employee compensation expense;
extraordinary losses from early extinguishmentetftdand (viii) discontinued operations. There bamo assurance that the Company will
achieve or sustain profitability in the future.

RELIANCE ON CCS

The Company derived approximately 77.3% and 76.7%s ¢otal revenues from its primary product, Coumtations Control System
("CCS"), and related products and services in ey ended December 31, 1996 and 1997, respect®€ly and related products and
services are expected to provide the substantigrityaof the Company's total revenues in the fesshle future. The Company's results will
depend upon continued market acceptance of CC8etatdd products and services, as well as the Coygability to continue to adapt and
modify them to meet the changing needs of its tdieAny reduction in demand for CCS would have gemia adverse effect on the financial
condition and results of operations of the Company.

DEPENDENCE ON MAJOR CLIENTS

During the years ended December 31, 1996 and 189&nues from TCI represented approximately 25.88632.9% of total revenues,
respectively, and revenues from Time Warner repteskapproximately 22.9% and 20.1% of total reventespectively. As a result of the
TCI Contract, revenues derived from TCI are exptteincrease significantly as a percentage ofregeloss of all or a significant part of
the business of either TCI or Time Warner wouldéhawmaterial adverse effect on the financial céowliand results of operations of the
Company.

REQUIREMENTS OF THE TCI CONTRACT

The TCI Contract requires the conversion of a sicgmit number of additional TCI customers onto @wmpany's customer care and billing
system. The TCI Contract provides certain perforreagriteria and other obligations to be met byGloepany. The Company is subject to
various remedies and penalties if it fails to nteetperformance criteria or other obligations. Tmwnpany is also subject to an annual
technical audit to determine whether the Compgmyducts and services include innovations in festand functions that have become
standard in the industry. If an audit determines@ompany is not providing such an innovation arfdils to do so within the schedule
required by the contract, then TCI would be relddsem its exclusivity obligation to the extent mssary to obtain the innovation from a tl
party. To fulfill the TCI Contract and to remainropetitive, the Company believes it will be requitedievelop new and advanced features to
existing products and services, new products andces, and new technologies, all of which will vég substantial research and
development. TCI also would have the right to teaté the TCI Contract in the event of certain dédaoy the Company. The termination of
the TCI Contract or of any of TCI's commitments enthe contract would have a material adverse effie¢he financial condition and results
of operations of the Company.



RENEWAL OF TIME WARNER CONTRACTS

The Company provides services to Time Warner umdétiple, separate contracts with various Time Veamtffiliates. These contracts are
scheduled to expire at various times. The faildr€ime Warner to renew contracts representing aistgnt part of its business with the
Company would have a material adverse effect offitla@cial condition and results of operationstaf Company.

CONVERSION TO THE COMPANY'S SYSTEMS

The Company's ability to convert new client site#ts customer care and billing systems on a tiraely accurate basis is necessary to meet
the Company's contractual commitments and to aehtswbusiness objectives. Converting multiplessiteder the schedules required by
contracts or business requirements is a difficudt @mplex process. One of the difficulties in th@version process is that competition for
the necessary qualified personnel is intense an@€tmpany may not be successful in attracting ataining the personnel necessary to
complete conversions on a timely and accurate baseinability of the Company to perform the corsien process timely and accurately
would have a material adverse effect on the restfiliperations of the Company.

DEPENDENCE ON CABLE TELEVISION INDUSTRY

The Company's business is concentrated in the talehdsion industry, making the Company suscegtibla downturn in that industry.
During the years ended December 31, 1996 and 188 TCompany derived 77% and 73%, respectivelytsakivenues from companies in the
U.S. cable television industry. A decrease in theaber of customers served by the Company's clieatsdd result in lower revenues for the
Company. In addition, cable television providems emnsolidating, decreasing the potential numbéugers for the Company's products and
services. Furthermore, there can be no assuraatedhle television providers will be successfugxpanding into other segments of the
converging communications markets. There can ba&ssarance that new entrants into the cable tebevisiarket will become clients of the
Company.

NEW PRODUCTS AND RAPID TECHNOLOGICAL CHANGE

The market for customer care and billing systentharacterized by rapid changes in technology amighly competitive with respect to the
need for timely product innovations and new prodottbductions. The Company believes that its feitsmccess depends upon continued
market acceptance of its current products, incly€S and related products and services, andilisyab enhance its current products and
develop new products that address the increasgaghplex and evolving needs of its clients. In gartar, the Company believes that it must
respond quickly to clients' needs for additionaldiionality and distributed architecture for datagessing. Substantial research and
development will be required to maintain the coritimeiness of the Company's products and servicéseimarket. Development projects can
be lengthy and costly, and are subject to changiggirements, programming difficulties, a shortafjqualified personnel, and unforeseen
factors which can result in delays. There can bassurance of continued market acceptance of thgp@ay's current products or that the
Company will be successful in the timely developtr@product enhancements or new products thabrespo technological advances or
changing client needs.

CONVERGING COMMUNICATIONS MARKETS

The Company's growth strategy is based in largeqmathe continuing convergence and growth of ditdectelevision, DBS,
telecommunications, and on-line services markétheke markets fail to converge, grow more slotlthn anticipated, or if providers in the
converging markets do not accept the Company'suystedind services, there could be a material aesdfsct on the Company's growth.

COMPETITION

The market for the Company's products and senickighly competitive. The Company directly competéth both independent providers
products and services and in-house systems develpexisting and
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potential clients. Many of the Company's currerd patential competitors have significantly gredieancial, marketing, technical, and other
competitive resources than the Company, and maagdy have significant international operationseréhcan be no assurance that the
Company will be able to compete successfully wighekisting competitors or with new competitors.

CLIENT FAILURE TO RENEW OR UTILIZE CONTRACTS

Substantially all of the Company's revenues ariveeéifrom the sale of services or products undetracts with its clients. The Company
does not have the option to extend unilaterallycibigracts upon expiration of their terms. Manyh& Company's contracts do not require
clients to make any minimum purchases, and corstiaet cancelable by clients under certain condition

ATTRACTION AND RETENTION OF PERSONNEL

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 one obthexecutive officers is party to an
employment agreement with the Company, and sudreaggnt is terminable upon 30 days' notice.

The Company believes that its future success aperntls on its ability to attract and retain higgltilled technical, managerial, and marke:
personnel, including, in particular, additional gmwnel in the areas of research and developmerteahdical support. Competition for
qualified personnel is intense, particularly in #reas of research and development and technigpbs The Company may not be succes
in attracting and retaining the personnel it reggtir

VARIABILITY OF QUARTERLY RESULTS

The Company's quarterly revenues and results cpéatly relating to software and professional seesi may fluctuate depending on various
factors, including the timing of executed contraantsl the delivery of contracted services or pragjubie cancellation of the Company's
services and products by existing or new clietis Hiring of additional staff, new product develaprhand other expenses, and changes in
sales commission policies. No assurance can ba gfnag results will not vary due to these factétactuations in quarterly results may result
in volatility in the market price of the CompanZemmon Stock.

DEPENDENCE ON PROPRIETARY TECHNOLOGY

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 infreagpon the proprietary rights of third
parties, there can be no assurance that thirdepasiil not assert infringement claims against@uenpany or the Company's clients.

INTERNATIONAL OPERATIONS

The Company's business strategy includes a committmehe marketing of its products and servicésrirationally, and the Company has
acquired and established operations outside dfitBe The Company is subject to certain inherefsréssociated with operating
internationally. Risks include product developmienineet local requirements such as the conversi@URO currency, difficulties in staffi
and management, reliance on independent distribotostrategic alliance partners, fluctuationsoireign currency exchange rates,
compliance with foreign regulatory requirementgijataility of foreign economic conditions, changirestrictions imposed by U.S. export
laws, and competition from U.S.-based companieghvhave firmly established significant internatiboperations. There can be no
assurance that the Company will be able to managgessfully the risks related to selling its praduand services in international markets.
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INTEGRATION OF ACQUISITIONS

As part of its growth strategy, the Company seelkactjuire assets, technology, and businesses wiichd provide the technology and
technical personnel to expedite the Company's mtodievelopment efforts, provide complementary potslor services or provide access to
new markets and clients. Acquisitions involve a bemof risks and difficulties, including expansioto new geographic markets and
business areas, the requirement to understandbosaless practices, the diversion of managemaitt¢istion to the assimilation of acquired
operations and personnel, potential adverse saort-¢ffects on the Company's operating resultsttamadmortization of acquired intangible
assets.

YEAR 2000

The Company's business is dependent upon variouputer software programs and operating systemaittiae dates and process data
beyond the year 2000. If the actions taken by tbm@any to mitigate its risks associated with thery2000 are inadequate, there could be a
material adverse effect on the financial conditil results of operations of the Company.

RELATIONSHIP WITH FIRST DATA CORPORATION

The Company has entered into a data processingsgsm@greement with FDC. The Company is dependmont &DC to perform these
services for the operation of CCS. The inabilitym8fC to perform these services satisfactorily cdidde a material adverse effect on the
financial condition and results of operations & @ompany. The existing agreement is schedulerpioeein December 2001.
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