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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the fiscal year ended December 31, 1998

OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 0-27512

CSG SYSTEMS INTERNATIONAL, INC.

(Exact name of registrant as specified in its arart

Delaware
(State or other jurisdiction of incorporation oganization)

47-0783182
(I.R.S. Employer Identification No.)

7887 East Belleview, Suite 1000
Englewood, Colorado 80111
(Address of principal executive offices, includirigp code)

(303) 796-2850
(Registrant's telephone number, including area)ode

Securities Registered Pursuant to Section 12(H)eofAct: None

Securities Registered Pursuant to Section 12(t)eofct:
Common Stock, Par Value $0.01 Per Share

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports) and (2) has been sut
to such filing requirements for the past 90 dayss ¥X] No [_]

Indicate by a check mark if disclosure of delingufdars pursuant to Item 405 of Regulation S-Ka@t contained herein, and will not be
contained, to the best of registrant's knowledgelefinitive proxy or information statements incorated by reference in Part Il of this Form
10-K or any amendment to the Form 10-K. [ ]

The aggregate market value of the voting stock hgldon-affiliates of the registrant, computed bference to the last sales price of such
stock, as of the close of trading on January 329Mas $1,706,906,316.

Shares of common stock outstanding at March 159:199,613,111
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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 Novemberdd9(the "CSG 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 provides customer care and billingtswia worldwide for the converging communicationarkets, including cable television,
direct broadcast satellite ("DBS"), telephony, orelservices and others. The Company's productsemvites enable its clients to focus on
their core businesses, improve customer serviakeater new markets and operate more efficienthe Company offers its clients a full st
of processing and related services, and softwadgesfessional services which automate customeraad billing 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
$236.6 million in 1998 compared to $171.8 millionli997, an increase of 38%, and revenue grew atn@aund annual growth rate of 35%
over the three-year period ended December 31, 1998.

The Company has established a leading presencevajoghing strategic relationships with major papats in the cable television and DBS
industries, and derived approximately 78% and 18%sdotal revenues in 1998 from the U.S. cablevision and DBS industries,
respectively. The Company provides customer cadebdling to one-third of the households in the UD&iring 1998, the Company derived
approximately 81% of its total revenues from pregas and related services. At December 31, 19@8Cthmpany was servicing client sites
having an aggregate of 29.5 million customers @hS., compared to 21.1 million customers servagdf December 31, 1997, an increase
of 39%. During 1998, the Company converted andgssed approximately 9.0 million new customers ®ystems, with approximately 7.7
million of these new customers coming from Telem@aunications, Inc. ("TCI"). Total domestic reverpar customer account for 1998 was
$8.71, compared to $7.73 for 1997, an increas&%f, -and revenue per customer account grew at aaamipannual growth rate of 16% o
the three-year period ended December 31, 1998.

The convergence of communications markets and gigpadmpetition are increasing the complexity angt od 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 communicatiservices 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.

In 1998, the Company acquired substantially athefassets of US Telecom Advanced Technology Systero. ("USTATS") for
approximately $6.0 million in cash and assumptiboestain liabilities of approximately $1.3 milliodSTATS, a South Carolina-based
company, specializes in open systems, client/sewsiomer care and billing systems serving thebtalenunications markets. This
acquisition



strengthened CSG's core telephony system servirlg talevision providers and provided technologyuse in entering new markets,
including the competitive local exchange carri€€l(EC") and incumbent local exchange carriers ("ILJEC

In September 1997, the Company entered into a abg@cessing agreement with TCI (the "TCI Contjashich expires in 2012. The TCI
Contract has minimum financial commitments overlBeyear life of the contract and includes exclagights to provide customer care and
billing products and services for TCI's offerindaagreline video, all Internet/high-speed data $ezs, residential wireline telephony services,
and print and mail services. As of December 31818% Company had successfully converted apprdgim& million of the over 9 million
TCI customers originally scheduled to be convetteder the TCI Contract. The remaining customerseneduled to be converted to the
Company's processing system by the second qudri®98. AT&T completed a merger with TCI in Marc@9B. See "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations"” for additional discussiothaf TCI Contract and the TCI and
AT&T merger.

In addition, during 1997, the Company purchasethoeSUMMITrak software technology assets that werdgevelopment from TCI. The
development efforts are on schedule and the resgaguirements for completion of the developmefuresf are consistent with the original
expectations. The related products from these dpuatnt efforts are expected to be available foegamelease in 1999. See Note 4 to the
Company's Consolidated Financial Statements foitiadel discussion of the SUMMITrak asset acquisiti

The Company expanded its operations internationlatlyugh the acquisition of Bytel Limited in Jun@96. During 1998, Bytel Limited
changed its name to CSG International Limited ("CR&SGI, established in 1992, is a leading previdf customer care and billing
solutions in the United Kingdom to providers of gerged cable television and telephony servicesingur998, 1997, and 1996, the
Company derived 6.3%, 9.6%, and 8.1%, respectiwdlits total revenues from international sourcse Note 3 to the Company's
Consolidated Financial Statements for additionstassion of the Company's international operations.

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 evitirue to leverage its investment and expertisggh-volume transaction processing
to expand its processing business. The processisigdss provides highly predictable recurring rexsnthrough multi-year contracts with a
client base which includes leading communicati@rsise providers in growing markets. The Companyeased the number of customers
processed on its systems from 18.0 million as afdbeber 31, 1995 to 29.5 million as of Decemberl398. The Company's approach to
customer care and billing provides a full suitgpadducts and services which combines the relighdlitd high volume transaction processing
capabilities of a mainframe platform with the fleiity of client/server architecture.

Introduce New Products and Services. The Compaswlsignificant installed client base to whichahcsell additional value-added products
and services. The Company has increased its arexeztue per customer from $5.60 in 1995 to $8.71988, a compound annual growth
rate of 16%, due primarily to the introduction @w products and services. The Company will contiougevelop software applications,
which will enhance and extend the functionalitytefcustomer care and billing solution and alsovjat® additional revenue opportunities.
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Enter New Markets. As communications markets cage/ethe Company's products and services can &eilfficient entry into new markets
by existing or new clients. For example, as thdectdievision providers expand into on-line sergsie@ad telephony, the Company will
continue to offer the customer care and billingiiohs necessary to meet their needs. The Comgaoyeaeks to identify other industries,
such as the CLEC and ILEC markets, that with aegliechnology or modifications to the Company'staxg technology, could be served
the Company's customer care and billing solutions.

Enhance Growth Through Focused Acquisitions. The@any follows a disciplined approach to acquireesand businesses which provide
the technology and technical personnel to expéd@eCompany's product development efforts, proemmplementary products or services,
or provide access to new markets or clients.

Continue Technology Leadership. The Company bedighat its technology in customer care and billofutions gives communications
service providers a competitive advantage. The Gmylp continuing investment in research and dewedop ("R&D") is designed to positi
the Company to meet the growing and evolving neé@xisting and potential clients.

Pursue International Opportunities. The Companiebes that privatization and deregulation in in&tional markets presents new
opportunities for customer care and billing prov&dén the United Kingdom, CSGI is one of the leadproviders of customer care and bill
solutions to providers of converged cable televisiad telephony services. The Company also intendsarket the telephony customer care
and billing system acquired in the USTATS transactn European and other international markets.

CSG Products and Services

CSG's Multi-Tier Architecture. CSG's multi-tier appch maximizes the strength of the technologioaiponents in each tier. CSG's clients
benefit from having a highly scaleable system tiaait grow with their businesses, as well as accoesext generation technologies that are
flexible and adaptable to their changing needsddition, these products are supported by CSGfesdional Services Group, which provi
project management, and technical, business anketirag consulting services.

CSG's Base Tier. This layer in CSG's customer @adebilling solution does the "heavy lifting". Théling engine uses proven, world-class
technology, providing the highest throughput av@déaThis allows CSG's clients to easily and afédnigt handle high-volume transactions. As
communications providers begin to offer more thairttraditional single service, such as cablestapthony, their ability to increase the sc

of their customer care and billing solution is venportant.

Communications Control System ("CCS") enablesenth customer service representatives ("CSR£Ntoll new customers, modify
services to current customers, schedule instafiatial repairs, and process billing. CCS can hamdie than 100 million accounts without
significant capital investments. CCS also has apteta set of customer service functions, from offecessing to customer information that
can be used for target marketing.

Financial Services include an entire suite of fiiahproducts aimed at increasing CSG's clientsh dlow, managing risk and improving
operating margins. Financial products include:

. Credit Verification Service lets clients verifp@licants' identities, assess risks and make sdgcisions while the applicant is on the ph

. Risk Management System helps CCS clients deterthim credit-worthiness of prospective customefative to their general as well as
cable credit histories.

. Auto-Check Refunds Service processes refundsessand tracks checks and communicates directhythvit customer.
. PayBill Advantage Service allows customers toehtdaeir bills debited from their checking accoumtplaced on their credit cards.
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. Credit Card Processing Services uses a one-fietit card transaction to automatically collect payts for monthly services and special
circumstances, such as a delinquent customer.

. Electronic Lockbox Service automates the prooégmsting electronic payments, dramatically redgdhe possibility for error in payment.
. Collections Service automates the accounts rab&swsystem, increasing recovery rates and red waist.

CSG's Middle-Tier. CSG's middle tier uses next gatian technology to route, rate and deliver messamd transactions. Next generation
technologies were chosen for these applicationausecof their openness, flexibility and adaptabiktll of these products were introduced in
the last three years.

Usage Handling System allows clients to rate diff¢itransactions based on the amount they are t&hbdr than using flat fee pricing. Rated
transactions may include everything from telephecalés to downloading files on the worldwide web.

CSG Workforce Express helps make dispatchers amhitgans more productive. It automatically routes nearest technician to the next |
Technicians have a hand-held device, called CS®GNe&; with many functions, such as providing custofrackground, allowing them to up-
sell new services and receive payments from custmraad providing a map to the next site.

Service Delivery System takes manual and autontatds and configures them into a logical work floygtem, to perform certain functions
such as notifying external providers and activatagice.

CSG Vantage is a sophisticated reporting packageattows clients to conduct market analyses aedhest data to monitor customer
behavior.

CSG Call Center Express is a suite of productsatatv customers to complete a number of commovieefunctions over the phone,
increasing CSRs' productivity. The four productdude:

. CSG Info Express allows customers to performgasich as checking account balances without hawisgeak to a CSR.
. CSG Ticket Express allows customers to orderyagesi-view event without speaking to a CSR.

. CSG Screen Express allows CSRs to get genertmmas background on their computer screens asedtbomes in.

. CSG Statement Express allows CSRs to view a muste statement as it was printed and sent tousi@imer.

CSG Enhanced Statement Presentation allows clieméslor their logos, graphics and messages otomey invoices, including printing
coupons. This helps them turn monthly bills intoeasy-to-read communications and marketing tool.

Client Tier. These applications were designed withariety of "touchpoints”, or opportunities wh&8G's clients' employees work directly
with customers. Touchpoints include everything frarustomer paying a bill over the Internet, te@hnician completing a service call, to a
CSR adding a new service for a customer. All o§¢happlications have been introduced in the past tyears, a visible sign of CSG's R&D
efforts.

CSG Advanced Customer Service Representative (A@SR)graphical user interface" to CCS. This ad@SRs to use "point and click"
technology when performing customer care and lgifimctions. ACSR gives CSRs an integrated viemoltiple services, such as cable TV,
telephony, high- speed data, from one worksta#@@SR has two add-on modules:

. Customer Information Tracking tracks interactiovith customers by type and subject and allows Ci8R&ld notes to them.
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. Application Object Interface allows clients t@ate customized applications that access custaorfugniation and get updates from ACSR.

CSG TechNet is a handheld device that facilitatesraunication between technicians and dispatchadshelps technicians to close their
work orders in real time.

CSG.web is a self-directed customer service taml @alows customers to perform most service-relédshls over the Internet.
YEAR 2000

See "Management's Discussion and Analysis of Finh@ondition and Results of Operations" for disians of the Company's efforts to
address the year 2000 risks related to the Compauginess.

CLIENTS

The majority of the Company's largest clients aiele television and DBS providers and based on 19@8&nues are listed below in
alphabetical order. All of such clients are locatethe U.S. except Telewest, which is locatechim Wnited Kingdom.

CableVision Systems Corporation ~ Media One Grou p, Inc.
Century Communications Corporation Primestar, Inc

Comcast Corporation TCI

Echostar Communications Corporation Telewest

Falcon Cable TV Time Warner

During the years ended December 31, 1998, 19971896, revenues from TCI represented approxim&e%, 32.9%, and 25.9% of total
revenues, and revenues from Time Warner Cabletaradfiliated companies ("Time Warner") represerdgpgroximately 14.1%, 20.1%, and
22.9% of total revenues, respectively. The incréasiee TCI percentage between 1998 and 1997 efatmarily to the additional TCI
customers converted to the Company's systemsesili of the 15/ear TCI Contract executed in September 1997. Tdregany has separ:
processing agreements with multiple affiliates wh& Warner and provides products and servicesaim thnder separately negotiated and
executed contracts.

CLIENT AND PRODUCT SUPPORT

The Company's clients typically rely on CSG for oimg support and training needs relating to the @amy's products. The Company has a
multi-level support environment for its clients. The Camgs Product Support Center operates 24 hourg,sedeen days a week. Clients
an 800 number and through an automated voice respanit, direct their calls to the specific prodsigpport areas where the questions are
answered . In addition, each client has a dedicatedunt manager. This professional helps cliergslve strategic and business issues. The
Company has a full-time training staff and condugtgoing training sessions both in the field anisatraining facilities located in Denver,
Colorado and Omaha, Nebraska.

SALES AND MARKETING

The Company has assembled a direct sales andssglgsrt organization. The market for the Compaprdslucts and services is concentre
with each existing and potential client represantimultiple revenue opportunities. The Company hrgamized its sales efforts around senior
level account managers who are responsible forregenues and renewal of existing contracts withimecount. Account managers are
supported by direct sales and sales support pezbamo are experienced in the various productssandces that the Company provides.
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FDC Data Processing Facility

The Company outsources to FDC data processingedaid services required for operation of the Cg@$esn. The Company's proprietary
software is run in FDC's facility to obtain the eesary mainframe computer capacity and supporbwitmaking 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 commially provided networks. FDC provides the sersite 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 fedtas developing new products and improving exgstiroducts. The Company believes
that the timely development of new applications antdancements is essential to maintaining its ctitiyeeposition in the marketplace.

The Company's total R&D expense, excluding purath&s&D, was $27.5 million, $22.6 million, and $20r#llion for the years ended
December 31, 1998, 1997, and 1996, or 11.6%, 13a2%15.3% of total revenues, respectively. Seenddament's Discussion and Analysis
of Financial Condition and Results of Operations."

Competition

The market for customer care and billing systenthénconverging communications industries is higtdynpetitive. The Company competes
with both independent providers and in-house dga®of customer management systems. The Compéiaydseits most significant
competitors are DST Systems, Inc., Convergys Catjor, and in-house systems. As the Company eatktisional market segments, it
expects to encounter additional competitors. SohtkeoCompany's actual and potential competitoxe tsubstantially greater financial,
marketing and technological resources than the Gomp

The Company believes that the principal competitaators in its markets include time to marketxitbdity and architecture of the system,
breadth of product features, product quality, corgtoservice and support, quality of R&D effort, gnite.

Proprietary Rights and Licenses

The Company relies on a combination of trade se@etl copyright laws, patents, license agreempatsdisclosure 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-exgkidicenses to use the products. Use of the soétweoducts is restricted and subject to
terms and conditions prohibiting unauthorized repiaiion or transfer of the software products. TleenPany 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 fesror reselling arrangements a
variety of third party technology and software protd that provide specialized functionality witliim own products and services. Although
the Company believes that its product and senviigginogs conform with such arrangements and damfahge 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, 1998, the Company had a tota|3##8 employees, an increase of 187 from Deceihel997. The Company's success
is dependent upon its ability to attract and retpialified employees. None
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of the Company's employees are subject to a cléebairgaining agreement. The Company believestthetlations with its employees are
good.

Item 2. Properties

The Company leases four facilities, totaling apprately 118,000 square feet in Denver, Coloradosaamtbunding 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&D\atiis. The leases for these facilities expirehia years 1999 through 2004.

The Company leases four facilities, totaling apprately 187,000 square feet in Omaha, Nebraska Cldmpany utilizes these facilities
primarily for
(i) client services and product support, (ii) systeand programming activities, (iii) R&D activitig$v) statement production and mailing, and

(v) general and administrative functions. The ledse these facilities expire in the years 2000 tigh 2007.

The Company leases one facility, totaling 17,000es¢ feet in Jasper County, South Carolina. Thisitiais used for product support
functions and R&D activities, and the lease expinez009.

The Company leases one facility, totaling 63,000as¢ feet in Wakulla County, Florida. This facilisyused for statement production and
mailing and the lease expires in 2008.

The Company leases office space totaling 13,00arsdfeet in Slough, Berkshire, in the United Kingudfwor 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 edtbrases as they terminate. See Note 9 to the Qorisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.

Item 3. Legal Proceedings

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

Item 4. Submission of Matters to a Vote of Securityolders

None.

*k%

Executive Officers of the Registrant

The present executive officers of the Company aalI€. Hansen (Chairman of the Board and Chief &xez Officer), John P. Pogge
(President and Chief Operating Officer), Greg Artkea(Vice President and Chief Financial OfficendeEdward C. Nafus (Executive Vice
President). During 1998, the Company executed gmmpdnt agreements with each of the executive offideformation concerning such
executive officers appears in the following parats

Mr. Hansen, 58, is a co-founder of the Companylawibeen the Chairman of the Board and Chief Exkec@xfficer and a director of the
Company since its inception in 1994. From 1991ldiotinding the Company, Mr. Hansen served as aultarg to several software
companies, including FDC. From 1989 to 1991, Mms&tn was a General Partner of Hansen, Haddix asdcisges, a partnership which
provided advisory management services to suppdiessftware products and services. From 1983 t®1B8B. Hansen was Chairman and
Chief Executive Officer of US WEST Applied Commugiions, Inc., and President of US WEST Data Sys@nosip.
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Mr. Pogge, 45, 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, Cotpdb@velopment for US WEST, Inc. From 1987 to 194d.,Pogge served as Vice
President and General Counsel of Applied Commuioieat 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, 40, joined the Company in July 1995 has served as Vice President and Chief Finandfadgd since April 1997. Prior to that
time, Mr. Parker was Vice President, Finance. Prasly, Mr. Parker was with Banc One for thirteeangeand was Chief Financial Officer-
Banc One in Houston and San Antonio. Mr. Parkeeivexx a BBA in Accounting and Economics from theudnsity of lowa in 1980. Mr.
Pogge and Mr. Parker are brothers-in-law.

Mr. Nafus, 58, joined the Company in August 199&ascutive Vice President. From 1992 to 1998, Mafus served as Executive Vice
President of First Data Corporation and Presidéfirgt Data International. Mr. Nafus was Presidenfirst Data Resources from 1989 to
1992, Executive Vice President of First Data Resesifrom 1984 to 1989 and held various other managepositions with that company
since 1984. Mr. Nafus holds a B.S. degree in Matt&s from Jamestown College.

PART Il
Item 5. Market for Registrant's Common Equity and Related 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, ltfgh and low sale prices of the Company's Commogksas reported by NASDAQ/NMS since
the Company's Initial Public Offering on FebruaB; 2996. The per share amounts disclosed hereim een adjusted to reflect the
Company's two-for-one stock split which was effeetbon March 5, 1999.

High Low
1998
First qUaMer....cccooovvieeiiiiiiieeeeeeee . $22.63 $18.44
Second qQUANer......coccvevviiiieeeiiiieeeeeeeee 24.50 18.91
Third quarter.....cccccccccccceeceeeeee 24.63 18.38
Fourth quarter......cccccceeeeveviviiicieeee e 39.50 19.13
High Low
1997
First qUaMer....cccooovvieiiiieiiieeeeeeee . $10.13$ 7.50
Second qQUANEr.....ccoccvevviiiiee e eeeeeee 15.50 7.38
Third quarter.....ccocccccccccceeeeeeeeee 20.13 11.00
Fourth quarter.......cccoceeeveveviciciceeee e 24.88 15.31

On March 15, 1999, the last sale price of the CamisaCommon Stock as reported by NASDAQ/NMS was &Bper share. On January 31,
1999, the number of holders of record of CommortiSteas 220.

Dividends

The Company has not declared or paid cash dividendis Common Stock since its incorporation. Tlenpany's debt agreement contains
restrictions on the payment of dividends. See "M@anaent's Discussion and Analysis of Financial Chordiand Results of Operations" and
Note 6 to the Company's Consolidated Financiak&tanhts
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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.

Compa ny(1)(2) Predecessor(1)
One month 11 Months
Year ended Decemb er 31, ended ended
------------------------------------------- December 31, November 30,
1998 1997 1996 1995 1994 1994

(in thousands, except per

Statements of Operations

Data:
Revenues:

Processing and related

services.............. $191,802 $ 131,399 $
Software license and

maintenance fees...... 31,021 26,880
Professional services.. 13,817 13,525

Total revenues........ 236,640 171,804
Expenses:

Cost of processing and

related services:

Direct costs........... 77,155 58,259
Amortization of
acquired software(1).. - 10,596

Amortization of client

contracts and related
intangibles(l)........ 5,043 4,293
Total cost of

processing and

related services..... 82,198 73,148
Cost of software

license and

maintenance fees...... 17,907 9,787
Cost of professional

Services.............. 7,141 7,047

Total cost of

revenues............. 107,246 89,982
Gross margin (exclusive

of depreciation). 129,394 81,822
Operating expenses:
Research and
development:
Research and
development........... 27,485 22,586
Charge for purchased

research and

development(1)(5)..... -- 105,484
Impairment of

capitalized software

development costs(6).. - 11,737
Selling and marketing.. 11,810 10,198
General and

administrative:

General and

administrative........ 22,959 19,385
Amortization of

goodwill and other

intangibles(1)........ 5,381 6,927
Impairment of

intangible assets(7).. -- 4,707
Stock-based employee
compensation(1)....... 297 449
Depreciation........... 8,159 6,884

Total operating
expenses............. 76,091 188,357

Operating income (loss). 53,303 (106,535)

share amount)

113,422 $ 96,343 $ 7,757 $76,081

14,736 57 - -
4,139 4 - -

132,297 96,404 7,757 76,081

52,027 46,670 3,647 34,977

11,003 11,000 917 --

4,092 4,092 341 1,594

67,122 61,762 4,905 36,571

5040 - - -

2,083 - - -

74,245 61,762 4,905 36,571

58,052 34,642 2,852 39,510

20,206 14,278 1,044 7,680

~  — 40,953 -

8,213 3,770 293 3,054

13,702 11,406 3,073 9,461

6,392 5,680 547 826

3,570 841 -- -
5121 5,687 433 3,520

57,204 41,662 46,343 24,541

848 (7,020) (43,491) 14,969



Other income (expense):

Interest expense....... (9,771) (5,324)
Interest income........ 2,484 1,294
Other........cccc..... (21) 349

Total other........... (7,308) (3,681)

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

operations............. 45,995 (110,216)
Income tax (provision)
benefit(8)............. 39,643 -

Income (loss) before

extraordinary item and

discontinued

operations............. 85,638 (110,216)
Extraordinary loss from

early extinguishment

of debt(3)(5)......... - (577)

Income (loss) from

continuing operations.. 85,638 (110,793)
Discontinued

operations(4):

Loss from operations... - -

Gain (loss) from

disposition........... -- 7,922

Total gain (loss) from

discontinued

operations........... -- 7,922

Diluted net income

(loss) per common

share(9):

Income (loss)

attributable to common
stockholders.......... $ 162 % (2.16)%
Extraordinary loss from

early extinguishment

of debt............... -- (.01)

Gain (loss) from

discontinued

operations............ - 15
Net income (loss)

attributable to common
stockholders.......... $ 162 % (2.02)%

Weighted average
diluted common shares. 52,991 50,994

(4,168) (9,070)  (769)  (1,067)
844 663 39 227

(3,324) (8,407)  (730)  (840)

(2,476) (15427) (44,221) 14,129

- - 3,757  (5,519)

(2,476) (15,427) (40,464) 8,610

(1,260) - - -

(3,736) (15,427) (40,464) 8,610

(3,093)  (239) -

(660) - -

- (3753) (239 -

(3,736) $ (19,180) $(40,703) $ 8,610

(07)$ (2.76) $ (7.88)

(03) - -

~  (54)  (.04)

(10)$ (3.30) $ (7.92)

43,746 6,901 5,175
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Company(1 )(2) Predecessor(1)

One month 11 Months

Year ended December 31, ended ended
------------------------------------ December 31, November 30,

1998 1997 1996 1995 1994 1994

(in thousands)
Other Data (at Period

End):

Number of clients'

customers processed.... 29,461 21,146 19,21 2 17,975 16,435 16,347
Balance Sheet Data (at

Period End):

Cash and cash

equivalents............ $39,593$ 20,417 $ 6,13 4% 3603 $ 6650 $ 22
Working capital......... 7,050 3,518 4,43 0 2,359 4,681 8,356
Total assets(5)......... 271,496 179,793 114,91 0 105,553 130,160 65,695
Total debt(3)(5)........ 128,250 135,000 32,50 0 85,068 95,000 10,438
Redeemable convertible

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

(deficit)(1)(3)(5)(6).. 60,998 (33,086) 41,96 4 (61,988) (40,429) 43,031

(1) The Company was formed in October 1994 andiedj@all of the outstanding shares of CSG Systénags, formerly Cable Services

Group, Inc., from First Data Corporation ("FDC") Nlovember 30, 1994 (the "CSG Acquisition"). The Quamy did not have any substant
operations prior to the CSG Acquisition. The CS@#isition was accounted for as a purchase and ¢inep@ny's Consolidated Financial
Statements (the "Consolidated Financial Statempsiiste the date of the acquisition are presentetth® new basis of accounting established
for the purchased assets and liabilities. The Compzcurred certain acquisition-related chargea essult of the CSG Acquisition. These
acquisition-related charges included an immediatege of $40.9 million as of the acquisition dategurchased research and development
and recurring, periodic amortization of acquirettwsare, client contracts and related intangiblesjaompete agreement and goodwill, and
stock-based employee compensation.

(2) On June 28, 1996, the Company acquired ali®blutstanding shares of Bytel Limited. Bytel Lietitchanged its name to CSG
International Limited ("CSGI") in 1998. The acqtiish was accounted for using the purchase methedasunting.

(3) The Company completed an initial public offerifilPO") of its Common Stock in March 1996. Thengmany sold 6,670,000 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 &edable Convertible Preferred Stock ("PreferrediS)oAs of the closing of the IPO, all
of the Preferred Stock was automatically conveirigal 35,999,996 shares of Common Stock. The Companyred an extraordinary loss of
$1.3 million for the write- off of deferred finam@ costs attributable to the portion of the loregnt debt repaid.

(4) Contemporaneously with the Acquisition, the @amy purchased from FDC all of the outstandingtehptock of Anasazi Inc.
("Anasazi"). On August 31, 1995, the Company cotegle substantial divestiture of Anasazi, resulimthe Company owning less than 2
of Anasazi. In September 1997, the Company soleitsining ownership interest in Anasazi for $8iBiom in cash and recognized a gair
$7.9 million. The Company accounted for its owngrsh Anasazi as discontinued operations afteadguisition in 1994.

(5) During 1997, the Company purchased certain SUMbk technology assets from Tele-Communications, ("TCI") and entered into a
15-year processing contract (the "TCI Contracttje Total purchase price was approximately $159anillwith approximately $105 million
charged to purchased research and developmenhamdrhaining amount allocated primarily to the Tohtract. The Company financed the
asset acquisition with a $150.0 million term crédldility (the "Term Credit Facility"), of which $25 million was used to retire the
Company's previously outstanding debt, resultingrirextraordinary loss of $0.6 million for the eribff of deferred financing costs
attributable to such debt. See Note 4 to the Caeteld Financial Statements for additional disaussi

(6) During 1997, the Company recorded a non-recgrcharge of $11.7 million to reduce certain CS@dPlix assets to their net realizable
value as of December 31, 1997.

(7) During 1997, the Company recorded a non-reggrcharge of $4.7 million for the impairment ofteém intangible assets related to
software systems which the Company decided to mgedomarket and support.

(8) During 1998, the Company recorded an incoméemefit of $39.6 million related primarily to teéimination of its valuation allowance
against its deferred tax assets. See Note 7 t6dheolidated Financial Statements for further dis@n.

(9) On March 5, 1999, the Company completed a twvesfie stock split for shareholders of record obrkary 8, 1999. In January 1996, the
Company also completed a two-for-one stock spbthBsplits were effected as a stock dividend. Shateper share data for all periods
presented herein have been adjusted to give effdxth splits. Diluted net income

(loss) per common share and the shares used pettghare computation have been computed on thedescribed in Note 2 to the
Consolidated Financial Statemer
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
General

The Company. The Company was formed in October 2@@acquired all of the outstanding stock of C§&té&ns, Inc. from First Data
Corporation ("FDC") in November 1994 (the "CSG Aigifion"). CSG Systems, Inc. had been a subsidiagivision of FDC from 1982
until the acquisition.

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 accowgaties 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 mainfratagorm with the flexibility of client/server ardbcture.

Stock Splits. On March 5, 1999, the Company coreplet two-for-one stock split for shareholders abrd on February 8, 1999. In January
1996, the Company also completed a two-for-onekssptit. Both splits were effected as a stock divid. Share and per share data for all
periods presented herein have been adjusted teeffaet to both splits.

Stock Offerings. The Company completed the infiablic offering ("IPO") of its common stock in Mdrd996. The Company sold 6,670,(
shares of Common Stock, resulting in net proceedlse Company, after deducting the underwritingalisit and offering expenses, of
approximately $44.8 million. The net proceeds fittvea IPO were used to repay long-term debt of $40lBon and to pay accrued dividends
of $4.5 million on Preferred Stock. As of the chagiof the IPO, all of the 8,999,999 outstandingsbtaf Preferred Stock were automatically
converted into 35,999,996 shares of Common Stodka#iraccrued dividends were paid. See Notes Sandhe Consolidated Financial
Statements for additional information regarding @@mpany's Preferred Stock and long-term debt.

In April 1998, the Company completed a secondabfipistock offering of approximately 7.0 millionates of Common Stock. The primary
shareholders in the offering included Morgan Staalféiliated entities and General Motors employeedit plan trusts. The Company
received none of the proceeds from the offering,imcurred any expense.

Acquisitions

USTATS Asset Acquisition. On July 30, 1998, the @amy acquired substantially all of the assets offld@com Advanced Technology
Systems, Inc. ("USTATS") for approximately $6.0lioih in cash and assumption of certain liabilittdsapproximately $1.3 million.
USTATS, a South Carolina- based company, spec&@lizepen systems, client/server customer cardiliy systems serving the
telecommunications markets. The Company intendsécthe acquired technology and software to (iproé its current service- bureau
telephony customer care and billing system, angiavide a customer care and billing system ferdbmestic and international competitive
local exchange carrier ("CLEC") and incumbent lamathange carrier ("ILEC") markets. The cash partibthe purchase price was paid out
of corporate funds. The total purchase price 08 $7illion has been allocated to the technology softlvare acquired and is being amortized
over its expected useful life of five years.

Acquisition of SUMMITrak Assets. In September 198% Company purchased certain SUMMITrak softwaohmology assets that were in
development from Tele-Communications, Inc. ("TCThe development efforts are on schedule and $wuree requirements for completion
of the development efforts are consistent withdhiginal expectations. The related products froesthdevelopment efforts are expected t
available for general release in 1999. See Notetde Company's Consolidated Financial Statementadditional discussion of the
SUMMITrak asset acquisition.
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Acquisition of CSG International Limited. On Jur® 2996, the Company acquired all of the outstamdhmares of Bytel Limited for $3.1
million in cash and assumption of certain liakégtiof $1.6 million. Durind 998, Bytel Limited changed its name to CSG Inteomal Limitec
("CSGI"). The acquisition was accounted for usimg purchase method. The cost in excess of thedhie of the net tangible assets acquired
of $4.2 million was allocated to goodwill and idrgamortized over seven years on a straight-tasgs. The Consolidated Financial
Statements include CSGl's results of operatioreedine acquisition date. CSGl, established in 189@ne of the leading providers of
customer care and billing solutions in the Unitadd¢€lom to providers of converged cable televisind telephony services.

Acquisition-Related Charges

Acquisition Charges. The CSG Acquisition was actedrfor using the purchase method. As a resultCthrapany has recorded recurring,
periodic amortization of acquired software, clieahtracts and related intangibles, noncompete awee goodwill and stockased employze
compensation (collectively, the "Acquisition Chasje The Acquisition Charges totaled $8.2 milli&20.7 million, and $24.4 million for the
years ended December 31, 1998, 1997 and 1996 cteshe. The Acquisition Charges will be approximlgt$7.5 million for 1999, an
thereafter, the amounts will be approximately $@ition per year until fully amortized in 2004.

Discontinued Operations. Contemporaneously withB& Acquisition, the Company purchased from FOG@fahe outstanding shares of
Anasazi Inc. ("Anasazi") for $6.0 million cash. Asaai provides central reservation systems andanfor the hospitality and travel
industries. The Company accounted for its ownerghfnasazi as discontinued operations after itgisition in 1994. On August 31, 1995,
the Company completed a substantial divestitukdnafsazi, resulting in the Company owning less @%b of Anasazi. As a result, Anasazi's
results of operations subsequent to August 31, 88950t included in the Company's results of aera as the Company accounted for its
investment in Anasazi under the cost method sulesgda August 31, 1995. In September 1997, the @Gmyppgold its remaining interest in
Anasazi for $8.6 million in cash and recognizedam@f $7.9 million.

Non-Recurring ltems

Charge for Purchased Research and Developmennd1@97, the Company recorded a charge of $108lmielated primarily to the
portion of the SUMMITrak asset acquisition purchpsee allocated to purchased research and developralated to software technologies
which had not reached technological feasibility aad no other alternative future use as of the iaitoun.

Impairment of Capitalized Software Development €oBuring 1997, the Company recorded a charge bf7&hillion related to certain CSG
Phoenix assets. After the consideration of multiptetors and events, consisting primarily of arréase in demand for the Company's
outsourced processing services and previously aroaalidelays in the delivery of CSG Phoenix, susktasvere reduced to their estimated
net realizable value as of December 31, 1997. Tiaege primarily included previously capitalizedeintal development costs and purchased
software incorporated into the product.

Impairment of Intangible Assets. During 1997, ttenany recorded a charge of $4.7 million for theaimment of certain intangible assets
related to software systems which the Company éedid no longer market and support. This impairnebarge related principally to the
Company's CableMAX product. CableMAX was a persaaahputerbased customer management system targeted at sozdile systems «
2,500 customers or less. During 1997, the Compauiddd not to invest the resources necessary te thaksoftware year 2000 compliant,
resulting in the impairment of the CableMAX intablgi assets.

Extraordinary Loss From Early Extinguishment Of Deb September 1997, the Company retired its aotihg 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 $0.6
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million for the write-off of deferred financing ciss In March 1996, the Company recorded an extmaarg charge of $1.3 million for the
write-off of deferred financing costs related tpagment of $40.3 million of long-term debt with peeds from the IPO.

Income Tax Benefit. As of September 30, 1998, tbem@any had a valuation allowance of $48.5 milligaiast certain of its deferred tax
assets due to the uncertainty that it would redhizeincome tax benefit from these assets. Dutieddurth quarter of 1998, the Company
concluded that it was more likely than not thatduld realize the entire tax benefit from its dedertax assets. As a result, the Company
eliminated the entire valuation allowance of $48ilion as of December 31, 1998, which resultethi Company recording a net income
benefit of $39.6 million during the fourth quart@his conclusion was based primarily upon the Camgsaexpected profitable operations in
future periods. See below 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- recurring charges in each of the lastthiears. The total of these charges was $8.2 mil@35.3 million, and $25.6 million for the
years ended December 31, 1998, 1997 and 1996 ctashe. The Company's adjusted results of openatiexcluding these items are shc

in the following table. In addition to the exclusiof these expenses from the calculation, the sefjugsults of operations were computed
using an effective income tax rate of 38.0%, andtanding shares on a diluted basis.

For the year en ded December 31,
1998 1 997 1996
(in thousands, excep t per share amounts)
Adjusted Results of
Operations:
Operating income........... $ 61,512 % 36,131 $ 25,194
Operating income margin.... 26.0% 21.0% 19.0%
Income before income taxes. 54,204 32,450 21,870
Net income................. 33,606 20,119 13,559
Earnings per diluted common
share........ccecvveenn. .63 .39 .27
Weighted average diluted
common shares............. 52,991 52,138 50,588
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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 CSGl's operations since its acquisition on 21996 are included in the following table andsidered in the discussion of the
Company's operations that follows.

Year Ended December 31,
1998 1 997 1996
% of % of % of
Amount Revenue Amount Revenue Amount Revenue
(in tho usands)
Revenues:
Processing and related
Services.............. $191,802 81.1% $131,3 99 76.5% $113,422 85.8%
Software license and
maintenance fees...... 31,021 13.1 26,8 80 15.6 14,736 11.1
Professional services.. 13,817 5.8 13,5 25 79 4,139 3.1
Total revenues........ 236,640 100.0 171,8 04 100.0 132,297 100.0
Expenses:
Cost of processing and
related services:
Direct costs........... 77,155 32.6 58,2 59 33.9 52,027 39.3
Amortization of
acquired software..... - - 105 96 6.2 11,003 8.3
Amortization of client
contracts and related
intangibles........... 5,043 21 4,2 93 25 4,092 3.1
Total cost of
processing and
related services..... 82,198 34.7 73,1 48 42.6 67,122 50.7
Cost of software
license and
maintenance fees...... 17,907 76 9,7 87 5.7 5,040 3.8
Cost of professional
Services.............. 7,141 30 7,0 47 41 2,083 1.6
Total cost of
revenues............. 107,246 45.3 89,9 82 524 74,245 56.1
Gross margin (exclusive
of depreciation)....... 129,394 54.7 81,8 22 47.6 58,052 439

Operating expenses:

Research and

development:

Research and

development........... 27,485 116 225 86 13.2 20,206 15.3
Charge for purchased

research and

development........... - - 1054 84 614 - -
Impairment of

capitalized software

development costs..... - - 11,7 37 6.8 - -
Selling and marketing.. 11,810 5.0 10,1 98 59 8,213 6.2
General and

administrative:

General and

administrative........ 22959 9.7 193 85 11.3 13,702 104

Amortization of
noncompete agreements

and goodwill.......... 5381 23 69 27 40 6,392 438
Impairment of

intangible assets..... - - 4,7 07 2.7 - -
Stock-based employee

compensation 0.1 4 49 3 3570 27
Depreciation 34 6,8 84 4.0 5,121 3.9
Total operating

expenses............. 76,091 32.1 188,3 57 109.6 57,204 43.3
Operating income (loss). 53,303 22.6 (106,5 35) (62.0) 848 .6
Other income (expense):

Interest expense....... (9,771) (4.1) (5,3 24) (3.1) (4,168) (3.1)

Interest income........ 2,484 1.0 1,2 94 7 844 .6



Other.......c.ocuu... (21) - 3

Total other........... (7,308) (3.1) (3.6
Income (loss) before

income taxes,

extraordinary item and

discontinued

operations............. 45,995 19.5 (110,2
Income tax benefit 39,643 16.7 -
Income (loss) before

extraordinary item and

discontinued

operations............. 85,638 36.2 (110,2
Extraordinary loss from

early extinguishment

Income (loss) from

continuing operations.. 85,638 36.2 (110,7
Gain from disposition

of discontinued

operations............ - - 7,9

Net income (loss)....... $ 85,638 36.2% $(102,8

16

81) (2.2) (3,324) (2.5)

16) (64.2) (2,476) (1.9)
77) (3) (1,260) (.9)

93) (64.5) (3,736) (2.8)

71) (59.9)% $ (3,736) (2.8)%




Twelve Months Ended December 31, 1998 Comparedvielve Months Ended December 31, 1997
Revenues. Total revenues increased $64.8 millioB7 &%, to $236.6 million in 1998, from $171.8 lioih in 1997.

Revenues from processing and related servicesasede$60.4 million, or 46.0%, to $191.8 millionli®98, from $131.4 million in 1997. Of
the total increase in revenue, approximately 618alted from the Company serving a higher numb&ustomers for its clients and
approximately 39% was due to increased revenueystomer. Customers serviced as of December 3B, 499 1997 were 29.5 million and
21.1 million, respectively, an increase of 39.3%eTncrease in the number of customers serviceddwaso the conversion of additional
customers by new and existing clients to the Compgasystems, and internal customer growth expegigihy existing clients. During 1998,
the Company converted and processed approxima@imi@lion new customers on its systems, with agpnately 7.7 million of these new
customers coming from TCI. Total domestic revenelequstomer account for 1998 was $8.71, compar&d.i3 for 1997, an increase of
12.7%. Revenue per customer increased due primar{ly the 15-year processing contract with T@e(tTCI Contract"), which was
executed in September 1997, (ii) increased usageaaliary services by clients, and (iii) price i@ases included in client contracts.

Revenues from software and related product saldpariessional consulting services increased $4llibm or 11.0%, to $44.8 million in
1998, from $40.4 million in 1997. This increaseatek to the continued growth of the Company's sofivproducts and related product sales
and professional consulting services.

Cost of Processing and Related Services. Direcgaging costs as a percentage of related reveraresi®.2% for 1998, compared to 44.3%
for 1997. The improvement between years relatesaify to better overall leveraging of the direcbgessing costs as a result of the
continued growth of the customer base processeddeo@ompany's system. Amortization of acquiredveafe decreased to zero in 1998, fr
$10.6 million in 1997, due to acquired softwarenfrthe CSG Acquisition becoming fully amortized &November 30, 1997. Amortization
of client contracts and related intangibles incegla®0.7 million, or 17.5%, to $5.0 million in 1998m $4.3 million in 1997. The increase in
expense is due to amortization of the value asdigméhe TCI Contract, offset by a decrease iratiertization of certain intangible assets
from the CSG Acquisition becoming fully amortizezsl@ November 30, 1997. The value assigned to @ieContract is being amortized o\
the life of the contract in proportion to the fireéad minimums included in the contract. Amortizatielated to the TCI Contract was $1.9
million in 1998, compared to $0.3 million in 19%0r 1999, the scheduled amortization for the TCOhi€xct is $3.3 million.

Cost of Software License and Maintenance Feesctkeof software license and maintenance feegascantage of related revenues was
57.7% in 1998, compared to 36.4% in 1997. The sm@ean this percentage between years relates [ilsirtathe timing of the sales cycle for
new products introduced in 1998. For 1999, the absbftware license and maintenance fees as amp@ge of related revenues is expecte

be comparable to the 1997 percentage.

Gross Margin. Gross margin increased $47.6 millarg8.1%, to $129.4 million in 1998, from $81.8Iman in 1997, due primarily to
revenue growth. The gross margin as a percentaiggabfrevenues increased to 54.7% in 1998, condpard7.6% in 1997. The overall
increase in the gross margin percentage is dueaphjno the increase in revenues while the amadimsimortization of acquired software
decreased, and to a lesser degree, the improvemi® gross margin percentage for processing elatied services, due primarily to the
increase in revenue per customer while controlliregcost of delivering such services.

Research and Development Expense. Research anduleeat ("R&D") expense increased $4.9 million24r7%, to $27.5 million in 1998,
from $22.6 million in 1997. As a percentage of togwvenues, R&D expense decreased to 11.6% in ¥898,13.2% in 1997.

During 1997, the Company capitalized software dgwelent costs of approximately $9.7 million, whidmnsisted of $8.4 million of internal
development costs and $1.3 million of purchasethes&. The Company
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capitalized third party, contracted programmingtsas approximately $1.4 million during 1998, reldtprimarily to enhancements to existing
products. As a result, total R&D development exjiemes (i.e., the total R&D costs expensed, plesdhpitalized development costs) for
1998 and 1997, were $28.9 million, or 12.2% ofltoéaenues, and $31.0 million, or 18.0% of totalereues, respectively. The overall
decrease in the R&D expenditures between periodgdsprimarily to effective control of developmenists, primarily the reduction of third
party, contracted programming services.

Selling and Marketing Expense. Selling and markg(i$&M") expense increased $1.6 million, or 15.8%$11.8 million in 1998, from
$10.2 million in 1997. As a percentage of totaleewes, S&M expense decreased to 5.0% in 1998,5t8% in 1997. The overall decrease in
S&M expenses as a percentage of total revenuegipimarily to increased revenues, while contngllS&M costs.

General and Administrative Expense. General andrasirative ("G&A") expense increased $3.6 milliar,18.4%, to $23.0 million in 1998,
from $19.4 million in 1997. As a percentage of koéwenues, G&A expense decreased to 9.7% in ¥8@8,11.3% in 1997. The increase in
G&A expenses relates primarily to the continuedaggion of the Company's administrative staff ateéioadministrative costs to support the
Company's overall growth. The decrease in G&A esgpsras a percentage of total revenues is due [dsinramcreased revenue, while
controlling G&A costs.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodieitireased $1.5 million, or
22.3%, to $5.4 million in 1998, from $6.9 million 1997. The decrease in amortization expense ipdomrily to a write-down of certain
intangible assets in 1997. See Note 2 to the Cwtaetl Financial Statements for additional disaussi

Depreciation Expense. Depreciation expense incted8 million, or 18.5%, to $8.2 million in 1998om $6.9 million in 1997. The increa
in expense relates to capital expenditures madeigiout 1998 and 1997 in support of the overaliwincof the Company, consisting
principally of computer hardware and related equptrand statement processing equipment and retatéities. Depreciation expense for
property and equipment is reflected separatelpénaiggregate and is not included in the other compts of operating expenses.

Operating Income (Loss). Operating income was $68l#n for 1998, compared to an operating los$d6.5 million in 1997. The change
between years relates primarily to the non-recgrdmarges recorded in 1997, as discussed aboveCdin@any's operating income margin,
excluding the Acquisition Charges and non-recurdhgrges discussed above, was 26.0% for 1998, cechpa21.0% for 1997.

Interest Expense. Interest expense increased $4idnmor 83.5%, to $9.8 million in 1998, from $Bmillion in 1997, with the increase
attributable primarily to the financing of the Coamy's acquisition of the SUMMITrak assets in Sefiten1997.

Interest Income. Interest income increased $1.Ramjlor 92.0%, to $2.5 million in 1998, from $n8llion in 1997, with the increase
attributable primarily to an increase in operafingds available for investment and an increasatgrést charges on aged client accounts.

Income Tax Benefit. As of September 30, 1998, tbenfany had a valuation allowance of $48.5 milligaiast certain of its deferred tax
assets due to the uncertainty that it would redhizeincome tax benefit from these assets. Dutieddurth quarter of 1998, the Company
concluded that it was more likely than not thatduld realize the entire tax benefit from its dedertax assets. As a result, the Company
eliminated the entire valuation allowance of $48iion as of December 31, 1998, which resultethin Company reflecting a net income
benefit of $39.6 million for 1998.

Management believes the Company will obtain thetfehefit of the deferred tax assets on the bdsts evaluation of the Company's
anticipated profitability over the period of ye#inat the temporary differences are
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expected to become deductions. The Company belteaesufficient book and taxable income will bengeated to realize the entire benefi
these deferred tax assets. The Company's assumspfifuture profitable operations are supportedibthe Company's strong financial
performance in 1998, (ii) the successful conversibapproximately 9.0 million new customers onte @ompany's processing system in
1998, with approximately 7.7 million of these custers coming from TCI, and (iii) continued strongrdand from the converging
communications markets for the Company's servicedacustomer care and billing solutions and rdlatdtware and services products,
evidenced by the signing of several significant¢ris (both renewal and new contracts) to long-fgmmeessing contracts during 1998.

Twelve Months Ended December 31, 1997 Comparetetdwelve Months Ended December 31, 1996
Revenues. Total revenues increased $39.5 millioB9®%, to $171.8 million in 1997, from $132.3 lioih in 1996.

Revenues from processing and related servicesasede$18.0 million, or 15.8%, to $131.4 millionli®97, from $113.4 million in 1996. Of
the total increase in revenue, approximately 5984lted from the Company serving a higher numbeustomers for its clients and
approximately 41% was due to increased revenueystomer. Customers serviced as of December 3%, 499 1996 were 21.1 million and
19.2 million, respectively, an increase of 10.1%eTncrease in the number of customers serviceddwagprimarily to internal customer
growth experienced by existing clients and the taldiof new clients. Total domestic revenue petauer account for 1997 was $7.73,
compared to $6.67 for 1996, an increase of 15.98%eRue per customer increased due to price ingéasleded in client contracts and
increased usage of ancillary services by existiemts.

Revenues from software and related product sal@parfessional 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 saféwproducts and professional consul
services in early 1996 with continued expansiondghout 1996 and 1997, and the inclusion of reveffieen CSGI's operations for all of
1997, whereas six months of revenues for CSGI inetaded for 1996.

Cost of Processing and Related Services. Direcgaging costs as a percentage of related reveraresiw.3% for 1997, compared to 45.8%
for 1996. The improvement between years relatesaiiy to better overall leveraging of the direcbgessing costs as a result of the
continued growth of the customer base processeéldeo@ompany's system, and a reduction in data psotg costs resulting from the
Company's renegotiated contract with FDC effecliasuary 1, 1997. Amortization of acquired softwdgereased $0.4 million, or 3.7%, to
$10.6 million in 1997, from $11.0 million in 199@ue primarily to acquired software from the CSG #isiion becoming fully amortized as
of November 30, 1997. Amortization of client cortsaand related intangibles increased $0.2 millawr.9%, to $4.3 million in 1997, from
$4.1 million in 1996 due primarily to amortizatifnom the TCI Contract 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 tet@rues increased to 47.6% in 1997, compared 88#B 1996. The increase in the gross
margin as a percentage of total revenues is dugapiy to (i) a favorable change in revenue mix ethincluded more higher-margined
software products, (ii) the increase in revenueienthe overall amount of amortization of acquisedtware and the amortization of client
contracts and related intangibles remained relgtieenstant, and (iii) the improvement in the grosargin percentage for processing and
related services, due primarily to the increasewenue per customer while controlling the cosdedfvering such services.

Research and Development Expense. R&D expenseseneb2.4 million, or 11.8%, to $22.6 million in9I from $20.2 million in 1996. As
a percentage of total revenues, R&D expense demtdasl3.2% in 1997 from 15.3% in 1996. The Compzapitalized software developm
costs, related primarily to CSG Phoenix, of apprately $9.7 million during 1997, which consistedb8f4 million of internal development
costs and
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$1.3 million of purchased software. The Companyitetiped software development costs, related primér CSG Phoenix, ACSR
Telephony and CSG VantagePoint, of approximately 8llion in 1996, which consisted of $2.5 millia internal development costs and
$0.6 million of purchased software. As a resulialt®&D expenditures (i.e., the total R&D costs erped, plus the capitalized internal
development costs) for 1997 and 1996 were $31.llomilor 18.0% of total revenues, and $22.7 million17.2% of total revenues,
respectively. The overall increase in R&D expendituis due primarily to continued efforts on selpraducts which are in development and
enhancements of the Company's existing productsifidieased R&D expenditures consist primarilynaféases in salaries, benefits,
contracted programming services, and other progriagunelated expenses.

Selling and Marketing Expense. S&M expense incré&e0 million, or 24.2%, to $10.2 million in 1997om $8.2 million in 1996. As a
percentage of total revenues, S&M expense decraasef% in 1997, compared to 6.2% in 1996. Theeiase in expense is due primarily to
continued growth of the Company's direct salesefdhcoughout 1996 and most of 1997. The Compangrbegilding a new direct sales fo

in mid-1995 and continued to expand its sales fttoeugh the end of 1997.

General and Administrative Expense. G&A expensesgmed $5.7 million, or 41.5%, to $19.4 millionli®97, from $13.7 million in 1996. /

a percentage of total revenues, G&A expense inetktrs11.3% in 1997, from 10.4% in 1996. The insesa expense relates primarily to (i)
the continued expansion of the Company's manageteamt and related administrative staff, added #jinout 1996 and 1997, to support the
Company's overall growth, (ii) an increase in fiagitosts to support employee growth, including ¢bst of relocating the Company's
corporate headquarters, (iii) expenses of $0.7anillelated to the closing of the TCI Contract #mel SUMMITrak asset purchase agreement,
and (iv) the inclusion of G&A expenses from CSG@kerations for all of 1997, whereas six months &A&xpenses for CSGI were included
for 1996.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodmiieased $0.5 million, or
8.4%, to $6.9 million in 1997, from $6.4 million iP96. The increase in expense relates to amaatizaf goodwill from the CSGI
acquisition and amortization of an additional nanpete agreement executed 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&se purchases. Prior to the
completion of the IPO, the deferred compensatios m&ing recognized as stock-based employee contmsapense on a straight-line
basis from the time the shares were purchasedghrilovember 30, 2001, as the shares became vestddtas date. Upon completion of 1
IPO, shares owned by certain executive officethefCompany became fully vested. In addition, thgting for the remaining performance
stock shares decreased to 20.0% annually oveeayéar period. As a result, approximately $3.2iomllof stock-based employee
compensation expense was recorded when the IP@Qamgsleted in March 1996. See Note 11 to the Cotiatald Financial Statements for
additional discussion.

Depreciation Expense. Depreciation expense incdebs8 million, or 34.4%, to $6.9 million in 1997om $5.1 million in 1996, with the
increase attributed to capital expenditures throughi996 and 1997 in support of the overall groaitthe Company. Depreciation expense
for all property and equipment is reflected sepyah the aggregate and is not included in theiotomponents of operating expenses.

Operating Income (Loss). Operating loss was $106ll5n for 1997, compared to operating income 6f&million for 1996. The change
between years relates primarily to the non-recgraimarges recorded in the fourth quarter of 199discussed above. The Company's
operating income margin, excluding the Acquisiti@imarges and non-recurring charges discussed alwage21.0% for 1997, compared to
19.0% for 1996.

Interest Expense. Interest expense increased $ilidnnor 27.7%, to $5.3 million in 1997, from $&million in 1996, with the increase
attributable primarily to new debt incurred undse Term Credit Facility.
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This increase was partially offset by the effedté)sscheduled principal payments on the Compalayig-term debt, (i) the retirement of
$40.3 million of long-term debt with the proceedsni the IPO in March 1996, and (iii) a decreasthenxCompany's interest rate spread on
LIBOR, as a result of the Company favorably amegdlis long-term credit facility in April 1996.

Liquidity and Capital Resources

As of December 31, 1998, the Company's principatees of liquidity included cash and cash equivalef $39.6 million and a revolving
credit facility with a bank in the amount of $40rfllion, of which there were no borrowings outstangdas of December 31, 1998. The
Company's ability to borrow under the revolvingditéacility is subject to maintenance of certadnéls of eligible receivables. At December
31, 1998, all of the $40.0 million revolving creéitility was available to the Company. The revevcredit facility expires in September
2002. The Company's working capital as of DecerBtied 998 and 1997 was $7.1 million and $3.5 milli@spectively.

As of December 31, 1998 and 1997, respectivelyCtmpany had $60.5 million and $44.7 million in béked trade accounts receivable, an
increase of $15.8 million, with the increase priityaat result of the Company's revenue growth. Tleenfany's trade accounts receivable
balance includes billings for several non-revertiems, such as postage, communication lines, temakntertainment reimbursements, sales
tax, and deferred items. As a result, the Compaajuates its performance in collecting its accouativable through its calculation of days
billings outstanding ("DBO") rather than a typicklys sales outstanding ("DSO") calculation. DB@alsulated based on the billing for the
period (including non-revenue items) divided by #verage net trade accounts receivable balant¢bdqreriod. The Company's DBO
calculations for the years ended December 31, 28881997 were 56 days and 54 days, respectively.

The Company's net cash flows from operating adiwitor the years ended December 31, 1998, 19971996 were $47.3 million, $31.4
million and $29.1 million, respectively. The incsesof $15.9 million, or 50.6%, in 1998 over 199Ates to a $20.1 million increase in net
cash flows from operations, offset by a decreaskamet change in operating assets and liabiltiéit.2 million. The increase of $2.3
million, or 7.8%, in 1997 over 1996 relates to a2h@illion increase in net cash flows from opemasipoffset by a decrease in the net change
in operating assets and liabilities of $6.9 million

The Company's net cash flows used in investingiies totaled $27.1 million in 1998, compared il$.4 million in 1997, a decrease of
$90.3 million. The decrease between years relatesmply to the cash payments of $106.5 million foe SUMMITrak assets acquired in
September 1997 and a decrease of $8.7 millionpitalized software development costs between yeatis these decreases offset by (i)
proceeds of $8.6 million from the final dispositiohAnasazi in 1997, (ii) cash payment of $6.0 imillfor the acquisition of assets of
USTATS, (iii) conversion incentive payments of $mdlion made in 1998, and (iv) an increase in pages of net property and equipment of
$6.3 million (with the increase related to computardware and related equipment and statementgsioceequipment and related facilities).
The Company's net cash flow used in investing #iets/totaled $14.7 million in 1996. The increa$&b02.7 million between 1996 and 1997
relates primarily to the cash payments of $106/Ganifor the SUMMITrak assets acquired in Septemt@97 and a increase of $6.6 million
in capitalized software development costs betwesamsy with these increases offset by proceeds.6fiéillion from the final disposition of
Anasazi in 1997.

The Company's net cash flows used in financing/giets was $1.1 million in 1998, compared to nedtc8ows provided by financing
activities of $100.7 million in 1997, a decreas&®01.8 million. The significant decrease betweeary relates primarily to the net change in
the Company's long-term debt between years. In, 1#®@87Company generated $150.0 million from a nelt dgreement entered into
primarily to fund the SUMMITrak asset acquisiti@md repaid long-term debt of $47.5 million, whideluded (i) $5.0 million of scheduled
payments on the previous debt agreement, (ii) $2illldn of existing debt which was refinanced astmf the new debt agreement, and

(iii) an optional prepayment of $15.0 million orethew debt. The scheduled
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principal payments made in 1998 were $6.8 millibine net cash flows used in financing activitiesiied $12.1 million for 1996. The incre:
of $112.8 million between 1996 and 1997 relatesarily to the net change in the Company's long-tdeint between years. In addition,
during 1996, the Company sold 6,670,000 sharesafr@on Stock in its IPO, resulting in net proceadthe Company of approximately
$44.8 million. The net proceeds from the IPO wesed.to repay long-term debt of $40.3 million anghay accrued dividends of $4.5 million
on Preferred Stock. As of the closing of the IPMliarch 1996, all of the 8,999,999 outstanding shafe¢he Preferred Stock were
automatically converted into 35,999,996 sharesah@on Stock, at which time the accrued dividenadsb® payable.

Earnings from continuing operations (before exwawary item and non- recurring charges) beforer@gte taxes, depreciation and
amortization ("EBITDA") for 1998 was $73.5 milliar 31.0% of total revenues, compared to $45.5 onilbr 26.5% of total revenues for
1997. EBITDA is presented here as a measure dCtimepany's debt service ability and is not intenectpresent cash flows for the periods.

Interest rates for the Term Credit Facility andalging credit facility are chosen at the optiortleé Company and are based on the LIBOR
rate or the prime rate, plus an additional pera@&pread, with the spread dependent upon the Gursgaverage ratio. As of December 31,
1998, the spread on the LIBOR rate and prime rat® @75% and 0%, respectively. The Term CreditliBacéstricts, among other things, 1
payment of cash dividends or other types of distiiims on any class of the Company's stock unles€bmpany's leverage ratio, as defined
in the loan agreement, is under 1.50. As of Decer@bel1998, the leverage ratio was 1.63. See Ntdetlie Consolidated Financial
Statements for additional discussion of the Tered@r-acility.

The purchase price for the SUMMITrak assets acduireSeptember 1997 included up to $26.0 millioeémversion incentive payments. 1
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 milessogre based principally upon the number of TClaraers converted to, and the total
number of TCI customers processed on, the Compangtemer care and billing system. Total paymestsfdecember 31, 1998 have been
approximately $4.0 million. Based on the conversiparformed to date and the additional conversseheduled as of December 31, 1998,
the Company expects to pay the remaining $22.0amitb TCI in 1999. See Note 4 to the Consoliddtedncial Statements for additional
discussion.

For income tax purposes, the amortization of th@nigible assets from acquisitions (including thangible assets related to the CSG
Acquisition and the charge for purchased R&D reldatethe SUMMITrak asset acquisition) are prindipadeductible over 15 years on a
straightline basis. The Company has paid U.S. income tsixee its inception in 1994. Based on its currenjgetions, the Company expe
to pay U.S. income taxes for 1999, and its effectiwok income tax rate for 1999 is expected togmeaximately 38%.

The Company continues to make significant investsancapital equipment, facilities, and reseaneti development. The Company had no
significant capital commitments as of Decemberl®B8. The Company believes that cash generateddparations, together with the
current cash and cash equivalents and the amoaifabie under the revolving credit facility, wiletsufficient to meet its anticipated cash
requirements for operations, income taxes, debtcgerconversion incentive payments and capitakagjiures for both its short and long-
term purposes.

Market Risk

The Company is exposed to various market riskdidfieg changes in interest rates and foreign casrexchange rates. Market risk is the
potential loss arising from adverse changes in etadtes and prices. The Company has enteredrinttiterest rate collar agreement to
manage its interest rate risk from the variable faatures of its long-term debt. The Company daesitilize any derivative financial
instruments for purposes of managing its foreigmency exchange rate risk. The Company does net @rtb derivatives or other financial
instruments for trading or speculative purposes.
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Interest Rate Risk. The Company had long-term @ebluding current maturities) of $128.3 million asDecember 31, 1998. Interest rates
for the debt are chosen at the option of the Comjpad are based on the LIBOR rate or the prime pdis an additional percentage spread,
with the spread dependent upon the Company's lgeeedio. As of December 31, 1998, the spread e .lBOR rate and prime rate was
0.75% and 0%, respectively. As of December 31, 1888entire amount of the debt was under eitherasrsix- month LIBOR contracts with
an overall weighted average interest rate of 5.8384 LIBOR at 5.14% plus spread of 0.75%). Theyiag amount of the Company's long-
term debt approximates fair value due to its vaeiahterest rate features. See Note 6 to the Cmtagel Financial Statements for additional
description of the long-term debt and scheduledgipal payments.

As required by the debt agreement with its ban&k,Gbmpany entered into a three-year interest @karén December 1997 with a major
bank to manage its risk from its variable rate loeign debt. The underlying notional amount covdrgdhe collar agreement is $71.3 million
as of December 31, 1998, and decreases over #eyar term in relation to the scheduled pringi@giments on the long-term debt. Any
payment on the 4.9% (LIBOR) interest rate floorregeipt on the 7.5% (LIBOR) interest rate cap congmt of the collar, would be
recognized as an adjustment to interest expentbe iperiod incurred. There are no amounts dueosivable under this agreement as of
December 31, 1998, and the agreement had no efigbie Company's interest expense for 1998 or IB® fair value of the collar
agreement is not recognized in the Company's fiahstatements. The fair value of the collar agreetnat December 31, 1998, based on a
guoted market price, was not significant.

Foreign Exchange Rate Risk. The Company's foreigrency transactions relate almost entirely toaperations conducted through its
United Kingdom ("UK") subsidiary, CSGI. CSGI's teattions are executed primarily within the UK aederally are denominated in British
pounds. The Company does not utilize any derivdihancial instruments for purposes of managinddteign currency exchange rate risk.
Exposure to variability in currency exchange rasamitigated by the fact that purchases and saesypically in the same currency with
similar maturity dates and amounts. A hypothetazhlerse change of 10% in year-end exchange ratalsl wot have a material effect upon
the Company's financial condition or results ofragiens.

TCI Contract and AT&T Merger

During the years ended December 31, 1998, 19971886, revenues from TCI and affiliated compang@sesented approximately 37.4%,
32.9%, and 25.9% of the Company's total revenules.TICI Contract has a 15-year term and expire®i22The TCI Contract has minimum
financial commitments over the 15-year life of tomtract and includes exclusive rights to providstomer care and billing products and
services for TClI's offerings of wireline video, hiternet/high-speed data services, residentiadlime telephony services, and print and mail
services. The TCI Contract provides certain peréoroe criteria and other obligations to be met lgyGbmpany. The Company is required to
perform certain remedial efforts and is subjeatddain penalties if it fails to meet the perforroarriteria or other obligations. The Company
is also subject to an annual technical audit temieine whether the Company's products and serincigle innovations in features and
functions that have become standard in the wirelideo industry. To date, the Company believea# domplied with the terms of the
contract, and has converted onto its processingsyapproximately 8 million of the over 9 milliorCT customers originally scheduled to be
converted under the TCI Contract. The remainingauers are scheduled to be converted to the Congpprocessing system by the second
quarter of 1999.

AT&T completed its merger with TCI in March 1999t this time, it is too early to determine the nearel long-term impact, if any, the
merger will have on the Company's relationship lih combined entity. However, the Company exptect®ntinue performing successfully
under the TCI Contract, and is hopeful that it cantinue to sell products and services to the coetbentity that are in excess of the
minimum financial commitments included in the cawctr
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Year 2000

The Company's business is dependent upon variouputer software programs and operating systemaittiae dates and process data
beyond the year 2000. The Company's actions teeaddhe risks associated with the year 2000 dialaws:

The Company's State of Readiness. The Companyshatdished a corporate program to coordinate s 2800 ("Y2K") compliance efforts
across all business functions and geographic aféasscope of the program includes addressingshke associated with the Company's (i)
information technology ("IT") systems (includingetompany's products and services), (ii) non-ITesys that include embedded
technology, and (iii) significant vendors and thé2K readiness. The Company is utilizing the follog/steps in executing its Y2K
compliance program: (1) awareness, (2) assessf3¢menovation

(including upgrades and enhancements to the Corpprgducts), (4)

validation and testing, and (5) implementation. TQwempany has completed the awareness and assestapntor all areas.

Products and Services. The renovation step hasshmstantially completed for all significant protiuand services, and the Company now is
focusing its efforts on validation and testing. Tampany's most significant renovation effort inmeal its core product, Communications
Control System ("CCS"). CCS utilizes one subrouforecalculating dates, with the various computergpams within CCS with date
dependent calculations accessing this subroutine #esult, all date calculations are performeahi@ location. The renovation of this
subroutine and the related interfaces to the vardaie dependent programs has been completed.drhpady is now testing CCS using its
standard testing methodologies, while adding datelation to specifically address the Y2K risk. Sudate simulation considers pre-2000,
cross over, and post-2000 time frames, includiray 000 leap year considerations. As of February 989, approximately 90-95% of the
testing for CCS was completed, with the remainesdibhg consisting primarily of third party interéscto CCS. The Company is dependent
upon the third parties for such testing, whichxpected to be completed in its entirety by the efithe second quarter of 1999. The interfe
are not complex and are considered low risk byGbmpany. Implementation into the production envinent is expected to occur shortly
after testing is completed.

For the Company's software products, no significanbvation is believed necessary as the produetsetatively new and were designed to
be Y2K compliant. The Company plans to test thesdyrcts with similar date simulation techniquesdssed above to ensure they are Y2K
compliant. Such testing is expected to be subsihntompleted by the end of the first quarter 899, with the remaining testing expected to
be done by the end of the second quarter of 1999.

The Company is currently developing a process toaga further updates or enhancements to any proelatéd software code which has
been tested and internally certified as Y2K commtliand is considering a plan to "freeze" all chemtp mission critical product related
software after November 1999. The Company alsosplametest CCS (through an initial program loathef CCS system) in the fourth
quarter of 1999 to ensure continued Y2K compliagesaeral CSG clients are conducting tests of thag2my's products in conjunction with
their own operating environments. Several test@hasve been completed (beginning in December 1988) additional phases continuing
into the second quarter of 1999, including parttign by TCI in such testing.

Internal Systems. Renovation and/or testing ofGbmpany's significant internal use IT Systems (@ayroll systems, accounting systems,
etc.) is underway and is expected to be substhntiampleted by the end of the first quarter of 49®ith all systems expected to be tested
and implemented by the end of the second quart®®@®. The Company has a substantial number ol igystems that include embedded
technology (e.g., buildings, plant, equipment atigépinfrastructure) that are owned and managetidjessors of the buildings in which the
Company is located. The Company has sent lettats l@essors requesting certifications of the Y2knpliance of the embedded systems. The
Company has received some of the certifications fiessors and expects to receive the remainindications by the end of the second
quarter of 1999. Letters have also been sentttd farties providing other internal noii- systems with embedded technology (e.qg., staté
insertion machines, copy machines, etc.). Y2K fieations and/or upgrades are expected be subsliigrdomplete by the end of the first
quarter of 1999, with all systems
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completed by the end of the second quarter of 1988.Company is currently assessing whether ayndesf significant nonT systems will
be required.

Significant Vendors. As part of the Company's Y2inpliance program, the Company has contactedgtsfsant vendors to assess their
Y2K readiness. For substantially all mission caitithird party software embedded in or specifiaduge in conjunction with the Company's
IT systems and products, the Company's communitatigth the vendors indicates that the vendorstbelthey are fully Y2K compliant as
of December 31, 1998. The remaining vendors indittzt they are substantially Y2K compliant as eE@mber 31, 1998. The Company
expects to receive further enhancements from theséors as they become available throughout 1988iig the products into full Y2K
compliance. Such third party software has bees being tested in conjunction with the testinghaf kT systems and products discussed
above. All other significant vendors (including tBempany's vendor who provides data processingcsarior CCS) have indicated they are
substantially Y2K compliant as of December 31, 139&ept for one of the Company's vendors whiclvides data lines access for CCS.
This vendor indicates that it expects to be Y2K pbamt by the end of the first quarter of 1999. fighean be no assurance that (i) the
Company's significant vendors will succeed in th&K compliance efforts, or (ii) the failure of véors to address Y2K compliance will not
have a material adverse effect on the Companyiadsssor results of operations.

The Costs to Address the Company's Year 2000 IsSirece inception of its program in 1995 througrc@&aber 31, 1998, the Company has
incurred and expensed costs of approximately $2lBmrelated to Y2K compliance efforts. The to&sdtimated costs to complete the
Company's Y2K compliance effort are approximatelys$million. The estimated costs to complete, whloks not include any costs which
may be incurred by the Company if its significaahdors fail to timely address Y2K compliance, isdzhon currently known circumstances
and various assumptions regarding future eventadder, there can be no assurance that these estinvdk be achieved and actual results
could differ materially from those anticipated.

The Risks of the Company's Year 2000 Issues. Thepaay's failure to timely resolve the Y2K risks lwbresult in system failures, the
generation of erroneous information, and otheriigant disruptions of business activities, inclagiamong others, access to CCS and thi
of related software products, and timely printimgl @elivery of clients' customers' statements. é&lthth the Company believes it will be
successful in its Y2K compliance efforts, there bamo assurance that the Company's systems addgisaontain all necessary date code
changes. In addition, the Company's operationsimagt risk if its vendors and other third partiesl(ding public and private infrastructure
services, such as electricity, water, gas, traapon, and communications) fail to adequately addithe Y2K issue or if software
conversions result in system incompatibilities vilibse third parties. To the extent that eitheiGbmpany or a third party vendor or service
provider on which the Company relies does not aehi¥2K compliance, the Company's results of operaticould be materially adversely
affected. Furthermore, it has been widely repoitiad a significant amount of litigation surroundimgsiness interruption will arise out of
Y2K issues. It is uncertain whether, or to whaeextthe Company may be affected by such litigation

As is the case with many software companies andcgeproviders, if the Company's current or futalients experience significant business
interruptions due to their failure to achieve Y2#¢hwliance, the Company's results of operationsdcbalmaterially adversely affected. There
can be no assurance that the Company's currentuefclients will adequately and successfully addrtheir Y2K risk and not experience
business interruptions.

The Company's Contingency Plan. The Company intemeddress the need for any Y2K specific contingegpian as part of its overall
business continuity planning, with modificationghe plan where Y2K specific exposures are idexdifis the Company continues to execute
its Y2K compliance project during 1999. The Comp&ngstablishing a Y 2K task force for all missiaitical operations of the Company
which will provide dedicated personnel to escathteresolution of any Y2K specific matters that noagur. The Company is also
implementing a restricted vacation policy for Det@®m1999 and January 2000 to ensure all missidicalrpersonnel are available if any

Y2K specific matters occur.
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The (i) inability to timely implement a contingenpian, if deemed necessary, and (ii) the cost teld@ and implement such a plan, may
have a material adverse effect on the Companyétsesf operations.

Certain Factors That May Affect Future Results pe@tions. Except for statements of existing diohisal facts, the foregoing discussion of
Y2K consists of forward-looking statements and agsions relating to forward- looking statementgluading without limitation the
statements relating to future costs, the timetédsleompletion of Y2K compliance efforts, potentabblems relating to Y 2K, the Company's
state of readiness, third party representatiorss tleen Company's plans and objectives for addressigproblems. Certain factors could
cause actual results to differ materially from @@mpany's expectations, including without limitati@) the failure of vendors and service
providers (such as the vendors of data processinices and data lines access for CCS and providehsrd party software) to timely

achieve Y2K compliance, (ii) system incompatibdgiwith third parties resulting from software comrsiens, (iii) the Company's systems and
products not containing all necessary date codegd® (iv) the failure of existing or future clisrib achieve Y2K compliance, (v) potential
litigation arising out of Y2K issues, the risk ohish may be greater for information technology loleservice providers such as the Company,
(vi) the failure of the Company's validation anstieg phase to detect operational problems intémtile Company, in the Company's
products or services or in the Company's interfeitle service providers, vendors or clients, whethgh failure results from the technical
inadequacy of the Company's validation and tesffagyts, the technological infeasibility of testingrtain non-IT systems, the perceived cost-
benefit constraints against conducting all avadabkting, or the unavailability of third partiesparticipate in testing, or (vii) the failure to
timely implement a contingency plan to the exteBKYcompliance is not achieved.
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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, 1998 and 1997, and the relatesblidated statements of operations, stockholdgrsty and cash flows for each of the
three years in the period ended December 31, T883e financial statements are the responsibilitieoCompany'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 Decendie1998 and 1997, and the results of their omrstand their cash flows for each of the
three years in the period ended December 31, 18@®nformity with generally accepted accountinggiples.

Arthur Andersen LLP

Omaha, Nebraska
January 20, 1999
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CSG SYSTEMS INTERNATIONAL, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share amounts)

ASSETS
Current assets:
Cash and cash equivalents..............ccc.......
Accounts receivable--
Trade--
Billed, net of allowance of $2,051 and $1,394
unbilled...........ooooiiiieeeen

Deferred income taxes...
Other current assets..........ccccvvvvveeeenens

Total current assets...........ccceeenee

Property and equipment, net
Software, Net........ccccvevvieveiniiiieeens
Noncompete agreements and goodwill, net............
Client contracts and related intangibles, net......
Deferred income taxes...........ccoceeeenineenn.

Other assets........ccccovevvieeiiinieeeenenn.

Total assets........cevvvveeeeeeiiiieinnn,

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Current maturities of long-term debt.............
Customer deposits .
Trade accounts payable............cccceeeenee
Accrued employee compensation
Deferred revenue...........ccccccoeuneee..
Conversion incentive payments...................
Accrued iINCOMe taxes.........cccveverriiineaenns
Other current liabilities................c.......

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

Non-current liabilities:
Long-term debt, net of current maturities........
Deferred revenue..........ccoceeeeviieceennnes
Conversion incentive payments...................

Total non-current liabilities..............

Commitments and contingencies (Note 9)

Stockholders' equity (deficit):
Preferred stock, par value $.01 per share; 10,000
shares authorized; zero shares issued and outsta
Common stock, par value $.01 per share; 100,000,0
shares authorized; 11,421,416 and 11,993,126 sha
reserved for common stock warrants, employee sto
purchase plan and stock incentive plans; 51,465,
50,959,936 shares outstanding (Note 2)..........
Common stock warrants; 3,000,000 warrants issued
outstanding.........c..veeeeveerereeeeeiniinnns
Additional paid-in capital
Deferred employee compensation...................
Notes receivable from employee stockholders......
Cumulative translation adjustments...............
Treasury stock, at cost, 66,000 shares and zero s
Accumulated deficit............ccoeveinnnnnnne.

Total stockholders' equity (deficit).......

Total liabilities and stockholders' equity.

December 31,

ck
........ 515 510

26,145 26,145
. 120,599 112,615
(328) (636)
(478)  (685)
38 (1)
Q7)) -
........ (85,396) (171,034)

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 per share amounts)

Revenues:

Processing and related services............... $1
Software license and maintenance fees.........
Professional services..........cccccccee....

Total revenues.........ccceeveveeecinvnnnns 2

Expenses:

Cost of processing and related services:
Direct COStS.....covvumvvrerriieieeiiiieennn
Amortization of acquired software.............
Amortization of client contracts and related
intangibles.......ccccociiiieinennnn,

Total cost of processing and related

SEIVICES.....coi e it
Cost of software license and maintenance fees.
Cost of professional services.................

Total cost of revenues....................... 1

Gross margin (exclusive of depreciation)....... 1
Operating expenses:

Research and development:

Research and development...............c......

Charge for purchased research and development.

Impairment of capitalized software development

Selling and marketing
General and administrative:

General and administrative....................
Amortization of noncompete agreements and
goodWill......ccoeeeiiiiiiiieeee

Impairment of intangible assets...............
Stock-based employee compensation.............
Depreciation...........ccceevvveeeeininnenn.

Total operating expenses.....................
Operating income (l0SS)........cccovvvieeenne
Other income (expense):

Interest exXpense........cccccvveveereeeeennn.
Interest income...

Income (loss) before income taxes,
extraordinary item and discontinued
OPErationsS.......cueeveiiiieeeeiiiiieeeene
Income tax benefit...........cocceeeinneen.

Income (loss) before extraordinary item and
discontinued operations...............c.......
Extraordinary loss from early extinguishment

Income (loss) from continuing operations.......
Gain from disposition of discontinued
OPErations.........ccoecveveeeeniieeeenanes

Net income (loss)....

Basic net income (loss) per common share:
Income (loss) before extraordinary item and
discontinued operations............c......... $
Extraordinary loss from early extinguishment

Gain from disposition of discontinued
OPerationsS.......cccceeeeeeeeveiiiiieinnnns
Net income (loss) attributable to common

Year Ended December 31,

91,802 $ 131,399 $113,422
31,021 26,880 14,736
13,817 13,525 4,139

77,155 58,259 52,027
- 10,596 11,003

5,043 4,293 4,092

82,198 73,148 67,122
17,907 9,787 5,040
7,141 7,047 2,083

27,485 22,586 20,206
-~ 105484 -

- 11,737 --
11,810 10,198 8,213

22,959 19,385 13,702

5381 6,927 6,392
~ 4707 -
297 449 3,570
8,159 6,884 5121

(9,771) (5,324) (4,168)
2,484 1294 844
(21) 349 -

(7,308) (3,681) (3,324)

45,995 (110,216) (2,476)
39,643 - -

85,638 (110,216) (2,476)

~  (577) (1,260)

85,638 (110,793) (3,736)

—- 7922 -
85,638 $(102,871) $ (3,736)

1.67 $ (2.16)$ (.07)
—~  (01) (03)

- 15 -



stockholders..........ccocvvveeieiineeen. $

Weighted average common shares................
Diluted net income (loss) per common share:
Income (loss) before extraordinary item and
discontinued operations............c......... $
Extraordinary loss from early extinguishment

Gain from disposition of discontinued
OPerationsS.......cccceeeeeeeeveeiiiieinens

1.67 $ (2.02)$ (.10)

51,198 50,994 43,746

1.62 $ (2.16)$ (.07)

~ (01 (03)

52,991 50,994 43,746

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

For the Years Ended December 31, 1998, 1997 and $99
(in thousands)

Notes
Receivable
Common Common Addi tional Deferred From  Cumulative
Stock Common Stock Pai d-in  Employee Employee Translation Treasu ry Accumulated
Outstanding Stock Warrants Cap ital Compensation Stockholders Adjustments Stock Deficit

BALANCE,

December 31,

1995............ 8,486 $85% - % 7,677 $(4,968) $(976) $-- $-- $(63,806)
Comprehensive

income (loss):

Net loss........ - - - - - - - -- (3,736)
Foreign currency

translation

adjustments..... -- -- -- -- -- -- 573 - --
Comprehensive

Issuance of

common stock for

cash pursuant to

initial public

offering........ 6,670 67 -- 4 4,727 -- -- - - -
Accrued

dividends on

redeemable

convertible

preferred stock. - -- -- - - - - - (614)
Conversion of

redeemable

convertible

preferred stock

into common

stock........... 36,000 360 - 5 8,749 -- -- - - -
Amortization of

deferred stock-

based employee

compensation

expense......... - -- - - 3,570 - - - .
Purchase and

cancellation of

common stock.... (211) (2) - (219) 191 5 - - -
Issuance of

common stock as

compensation.... 12 -- -- 89 - -- -- -- -
Exercise of

stock options

for common

Purchase of

common stock

pursuant to

employee stock

purchase plan... 11 - -- 83 - -- -- -- -
Accretion of

redeemable

convertible

preferred stock. - -- -- - - - - - @)
Payment of note

receivable from

employee

stockholder..... - - - - - 110 - - .
BALANCE,

December 31,

199%............ 50,978 510 - 11 1,112  (1,207) (861) 573 - (68,163)
Comprehensive

loss:

Net loss........ - - - - - - - - (102,871)
Foreign currency

translation

adjustments..... - - - - - - (574) - -
Comprehensive

Issuance of



common stock for
purchase of

Issuance of

common stock

warrants,

granted as part

of the SUMMITrak

asset

acquisition..... - - 26,145
Amortization of

deferred stock-

based employee

compensation

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

cancellation of

common stock.... (209) 2 -
Exercise of

stock options

for common

stocK........... 149 2 -

Purchase of

common stock

pursuant to

employee stock

purchase plan... 39 - -
Tax benefit of

stock options

exercised....... -- -- -

BALANCE,

December 31,

1997 50,960 510 26,145 11
Comprehensive

income:

Net income...... -- -- --

Foreign currency

translation

adjustments..... - - -
Comprehensive

income.......... -- -- --
Amortization of

deferred stock-

based employee

compensation

expense......... - - --
Repurchase of
common stock....
Exercise of
stock options
for common

©6) -~ -

Payments on

notes receivable

from

stockholders.... -- -- --
Purchase of
common stock
pursuant to
employee stock
purchase plan...
Tax benefit of
stock options
exercised....... -- -- -

32 - -

BALANCE,
December 31,
1998............ 51,466 $515 $26,145 $12

Total
Stockholders'
Equity
(Deficit)
BALANCE,
December 31,
1995............ $(61,988)
Comprehensive
income (loss):
Net loss........ -
Foreign currency

75

(342)

1,016

(12)

4,957

449 - - --

122 176 - -

(636)  (685) a -

297 - S

11 146 - (97

$ (328) $(478) $38

$(97

(171,034)

85,638



translation
adjustments..... -
Comprehensive
loss............ (3,163)
Issuance of

common stock for

cash pursuant to

initial public
offering........ 44,794
Accrued

dividends on
redeemable

convertible

preferred stock. (614)
Conversion of
redeemable

convertible

preferred stock

into common
stock........... 59,109
Amortization of

deferred stock-

based employee
compensation
expense......... 3,570
Purchase and
cancellation of

common stock.... (25)
Issuance of

common stock as
compensation.... 89
Exercise of

stock options

for common

Purchase of
common stock
pursuant to
employee stock

purchase plan... 83
Accretion of

redeemable

convertible

preferred stock. (@)

Payment of note
receivable from
employee
stockholder..... 110
BALANCE,

December 31,
1996............ 41,964
Comprehensive

loss:

Net loss........ --
Foreign currency
translation
adjustments..... --
Comprehensive
loss............ (103,445)
Issuance of

common stock for
purchase of
assets.......... 75
Issuance of

common stock

warrants,

granted as part

of the SUMMITrak
asset

acquisition..... 26,145
Amortization of

deferred stock-

based employee
compensation
expense......... 449
Purchase and
cancellation of

common stock.... (46)
Exercise of

stock options

for common



Purchase of

common stock

pursuant to

employee stock
purchase plan... 439
Tax benefit of

stock options
exercised....... 315
BALANCE,

December 31,
1997............ (33,086)
Comprehensive

income:

Net income...... -
Foreign currency
translation
adjustments..... --
Comprehensive
income.......... 85,677
Amortization of

deferred stock-

based employee
compensation
expense......... 297
Repurchase of

common stock.... 48
Exercise of

stock options

for common

stocK........... 4,962
Payments on

notes receivable

from

stockholders.... 61
Purchase of

common stock

pursuant to

employee stock
purchase plan... 622
Tax benefit of

stock options

exercised

BALANCE,
December 31,

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)

Cash flows from operating activities:

Net income (10SS)......ccceevieeeiieeninnnn. $
Adjustments to reconcile net income (loss) to
net cash provided by operating activities--
Depreciation
Amortization .
Deferred income taxes.........cccccvvveern.n. (

Charge for purchased research and development..

Impairment of capitalized software development
Impairment of intangible assets................
Stock-based employee compensation..............
Extraordinary loss from early extinguishment
Gain from discontinued operations..............
Changes in operating assets and liabilities:
Trade accounts and other receivables, net...... (
Other current and noncurrent assets............
Trade accounts payable and other liabilities...

Net cash provided by operating activities....

Cash flows from investing activities:
Purchases of property and equipment, net....... (
Acquisition of assets.........cccceevcveeenne
Acquisition of businesses, net of cash
ACUITed. ...
Additions to software
Proceeds from disposition of discontinued
OPErationS.........ccoevuveeeeeiiiiieaaanns
Payments of conversion incentive payments

Net cash used in investing activities.......... (

Cash flows from financing activities:

Proceeds from issuance of common stock.........
Payment of note receivable from employee
stockholder..........ooooeieiiiiiieeeninns

Purchase and cancellation of common stock......
Payment of dividends for redeemable convertible
preferred stocK........evvevevieeeennnnnnnn.

Proceeds from long-term debt
Payments on long-term debt....................
Payment of deferred financing costs
Net cash provided by (used in) financing
activities

Effect of exchange rate fluctuations on cash....
Net increase in cash and cash equivalents.......
Cash and cash equivalents, beginning of period..

Cash and cash equivalents, end of period

Supplemental disclosures of cash flow

information:

Cash paid (received) during the period for--
INterest.....ccccevevvieeeeiieee e, $

INCOME taXes.......ccovveevereeireecveeene $

Year Ended December 31,

85,638 $(102,871) $ (3,736)

8,159 6,884 5,121
12,684 23,035 22,180
50,463) (5,891) (1,455)
~ 105484 -

~ 11,737 -
~ 4707 -
297 449 3,570

- 577 1,260
~- (7.922) -

16,320) (9,511) (12,090)
(75) 11 (2,914)
7,394 4,723 17,194

15,706) (9,389) (8,181)
(5,974) (106,500) -

- ~  (4,918)
(1,410) (10,185) (3,553)

- 8,654 2,000

5,584 1,457 44,883

64 - 110
(@ (@46 (25

- ~  (4,497)
- 150,000 -
(6,750) (47,500) (52,568)
~- (3181) -

19,176 14,283 2,531
20,417 6,134 3,603

39,593 $ 20,417 $ 6,134

8,151 $ 4,767 $ 4,000
7,259 $ 3,357 $ (655)

Supplemental disclosures of non-cash investingfimagicing activities:

During 1998, the Company assumed liabilities oB3$illion as part of the purchase price for the WS asset acquisition.

During 1997, the Company granted 3.0 million comratatk 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.

During 1996, the Company converted 8,999,999 sharesdeemable convertible preferred stock int®89,996 shares of common stock.
During 1996, the Company assumed liabilities oB$tillion as part of the purchase price for CS



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 in Oatdl®®4 and acquired all of the
outstanding shares of CSG Systems, Inc. ("CSG 8S)jdrom First Data Corporation ("FDC") in Novemti®©94 (the "CSG Acquisition”).
CSG Systems had been a subsidiary or division & FDm 1982 until the acquisition. The Company wlid have any substantive operations
prior to the acquisition of CSG Systems. Basedém2r, Colorado, the Company provides customeradeilling solutions worldwide for
the converging communications markets.

On June 28, 1996, the Company purchased all dfutstanding shares of Bytel Limited. During 1998teB Limited changed its name to
CSG International Limited ("CSGI").

On March 5, 1999, the Company completed a two-far-stock split for shareholders of record on Felyr8a1999. In January 1996, the
Company also completed a two-for-one stock spbthBsplits were effected as a stock dividend. Shaceper share data for all periods
presented herein have been adjusted to give effdxith splits. In March 1996, the Company ameritte@ertificate of Incorporation to
increase the number of authorized shares of Conftark to 100,000,000 and to authorize 10,000,0@8eshof preferred stock.

In April 1998, the Company completed a secondabfipistock offering of approximately 7.0 millionates of Common Stock. The primary
shareholders in the offering included Morgan Staalféiliated entities and General Motors employeedit plan trusts. The Company
received none of the proceeds from the offering,imcurred any expense.

The Company completed an initial public offeringP©") of its Common Stock in March 1996. The Comypaald 6,670,000 shares of
Common Stock at an initial public offering price®¥.50 per share, resulting in net proceeds t€tdmpany, after deducting underwriting
discounts and offering expenses, of approximatéf,&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 i85999,996 shares of Common Stock.
The Company used the IPO proceeds to repay $4di8mof outstanding bank indebtedness (Note 6) tanghy $4.5 million of accrued
dividends on the Preferred Stock (Note 5).

2. Summary of Significant Accounting Policies

Principles of Consolidation. The accompanying ctidated financial statements include the accoufta@Company and CSG Systems for
all periods presented and the accounts of CSGéslane 28, 1996. All material intercompany accoantbtransactions have been elimina

Use of Estimates in Preparation of Consolidatediiéial Statements. The preparation of the condelitiinancial statements in conformity
with generally accepted accounting principles reggimanagement to make estimates and assumptadreffect the reported amounts of
assets and liabilities and disclosure of contingessets and liabilities at the date of the conatdidl financial statements and the reported
amounts of revenues and expenses during the neggréiriod. Actual results could differ from thostimates.

Cash and Cash Equivalents. The Company considérghly liquid investments with original maturiseof three months or less to be cash
equivalents.

Revenue Recognition. During 1998, the Company abftatement of Position ("SOP") 97-2, "SoftwargdRele Recognition”, as amended.
SOP 97-2 provides guidance in recognizing revemugoftware transactions. There was no impact ofCthmapany's results of operations or
financial condition upon adoption of SOP 97-2.
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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 feesstarfshoth 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.

Payments received for revenues not yet recognimedeflected as deferred revenue in the accompgrggnsolidated balance sheets. Revi
recognized prior to the scheduled billing dateroftam is reflected as unbilled accounts receivable

Postage and Communications Lines. The Company éssrigh to its clients the cost of postage amrd:tist of communication lines
between client sites and the mainframe data progeéscility. Such reimbursements of costs areatk#igainst the expense and are not
included in total revenues. The Company requirestgge and communications lines deposits fromigsitd based on contractual
arrangements. These amounts are reflected as tliatglities regardless of the contract period.

Realizability of Long-Lived and Intangible Assetéie Company continually evaluates whether everdscanumstances have occurred that
indicate the remaining estimated useful life ofgdived and intangible assets may warrant revisiothat the remaining balance of these
assets may not be recoverable. The Company evslireeecoverability of its long-lived and intangilassets by measuring the carrying
amount of the assets against the estimated unditabiuture cash flows associated with them. Attilme such evaluations indicate that the
future undiscounted cash flows of certain longdind intangibles assets are not sufficient toweicthe carrying value of such assets, the
assets are adjusted to their estimated fair values.

Property and Equipment. Property and equipmentesr@rded at cost and are depreciated over thénatstd useful lives ranging from two to
ten years. Depreciation is computed using thegitdine method for financial reporting purposegpieciation for income tax purposes is
computed using accelerated methods.

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

1998 1997
Computer equipment......ccocceevcveevceeiceeeee $24,515 $21,734
Leasehold improvementS......ccccccceeevevvvvceceeee L 3,676 2,347
Operating equipment........... - 14,445 5,205
Furniture and equipment.........ccoceevvvvvces Ll 4,639 3,834
Construction in proCesS......ccooveeevcvveeenneee 1,179 358
Other. e 22 22

48,476 33,500
Less--accumulated depreciation..........cccceeeeee. L (23,765) (16,343)

Property and equipment, nét.........cocceeeeeeee. L $24,711 $17,157

Software. Software at December 31 consists ofghewing (in thousands):

1998 1997
Acquired software.......cccocoeveviciiicceneee. L $ 40,849 $ 33,516
Internally developed software........cccccceeeeeee. L 3,964 2,547

44,813 36,063
Less--accumulated amortization.........cccccoeeeee.. L (35,391) (34,104)
Software, Net....ccoovvvvvncniiiciceeeee $ 9,422 $ 1,959
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Acquired software resulted from acquisitions anstéded at cost. Amortization expense related qoiaed software for the years ended
December 31, 1998, 1997, and 1996 was $0.6 mil$a0,6 million, and $11.0 million, respectively.

The Company capitalizes certain software developroests when the resulting products reach techimmabeasibility and begins
amortization of such costs upon the general auéithabf the products for licensing. The Companyitalized costs of $1.4 million, $9.7
million and $3.1 million for the years ended Decem®1, 1998, 1997, and 1996, 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 agrdager of (i) the ratio of current gross revenmureaf product to the total of current and
anticipated gross revenue for the product, otffg)straight-line method over the remaining estadaconomic life of the product. Currently,
estimated lives of two to five years are used endhlculation of amortization. Amortization expenskated to capitalized software
development costs for the years ended Decembdr93B, 1997, and 1996 was $0.7 million, $0.6 milliand $0.01 million, respectively.

The Company continually evaluates the carrying eaifiits unamortized capitalized software develophtests. The amount by which the
unamortized capitalized costs exceed the net eddéizvalue of the asset is expensed. During 19@7Cbmpany recorded a charge of $11.7
million related to certain CSG Phoenix capitalioedts. After the consideration of multiple factarsl events, consisting primarily of an
increase in demand for the Company's outsourcezkepsing services and previously announced delaytseotielivery of CSG Phoenix, such
assets were reduced to their estimated net reldizahie as of December 31, 1997. The charge pifyriacluded previously capitalized
internal development costs and purchased softwam@porated into the product.

Noncompete Agreements and Goodwill. Noncompeteeageats and goodwill as of December 31 are as fsligavthousands

1998 1997
Noncompete agreements...........cccoeeveveeeeeee $ 25,340 $ 25,340
10 o T 1/ 7,134 8,088
32,474 33,428
Less--accumulated amortization.............ccceeee. L (24,878) (19,490)
Noncompete agreements and goodwill, net.......... ... $ 7,596 $ 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 sgweeen years on a straight-line basis.

During 1997, the Company recorded a charge of @dllibn for the impairment of certain intangiblesass related to software systems which
the Company decided to no longer market and suppbig impairment charge related principally to @@mpany's CableMAX product.
CableMAX was a personal computer based customeagemnent system that was targeted at smaller cgdtienss of 2,500 customers or
less. During 1997, the Company decided not to intvesresources necessary to make the software29@8@rcompliant, resulting in the
impairment to the CableMAX intangible assets. Tstngated fair value of the CableMAX intangible assgas based upon an analysis of
expected future cash flows and a quoted purchase foom an independent buyer.

Client Contracts and Related Intangibles. Cliemtaxts and related intangibles which resulted ftoenCSG Acquisition are being amortiz
over their estimated lives of five and three yesrspectively. The value assigned to the Tele-Conications, Inc. ("TCI") processing
contract (Note 4) is being amortized over the
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15-year life of the contract in proportion to tleaihcial minimums included in the contract. As efdember 31, 1998 and 1997, accumulated
amortization for client contracts and related igiates was $17.7 million and $12.8 million, respesdiy.

Financial Instruments with Market Risk and Concatitns of Credit Risk. In the normal course of bess, the Company is exposed to credit
risk resulting from the possibility that a loss mapcur from the failure of another party to perfaintording to the terms of a contract. The
Company regularly monitors credit risk exposures @kes steps to mitigate the likelihood of thegaosures resulting in a loss. The primary
counterparties to the Company's accounts receiatilesources of the Company's revenues consistbté television providers throughout
the United States. The Company generally doeseupiire collateral or other security to support acis receivable.

Financial Instruments. The Company's balance dhreetcial instruments as of December 31, 1998 &8¥ include cash and cash

equivalents, accounts receivable, accounts payetteersion incentive payments, and long-term débtause of their short maturities, the
carrying amounts of cash equivalents, accountsv&ole, accounts payable, and conversion incemiiyanents approximate their fair value.
The carrying amount of the Company's long-term dielctuding current maturities) approximates faatue due to its variable interest rates.

In December 1997, the Company entered into a theaeinterest rate collar with a major bank to nggniss risk from its variable rate long-
term debt. The underlying notional amount covergthle collar agreement is $71.3 million as of DebenB1, 1998, and decreases over the
three-year term in relation to the scheduled ppialcpayments on the long-term debt. Any paymerther4.9% (LIBOR) interest rate floor, or
receipt on the 7.5% (LIBOR) interest rate cap congo of the collar, would be recognized as an afjest to interest expense in the period
incurred. There are no amounts due or receivalderuhis agreement as of December 31, 1998, anagifeement had no effect on the
Company's interest expense for 1998 or 1997. Tinedhue of the collar agreement is not recogniethe Company's financial statements.
The fair value of the collar agreement at Decen®ierl 998, based on a quoted market price, wasgmfisant.

Translation of Foreign Currency. The Company'sifpresubsidiary, CSGI, uses the British pound afuitstional currency. CSGI's assets |
liabilities are translated into U.S. dollars at thehange rates in effect at the balance sheetRatenues and expenses are translated at the
average rates of exchange prevailing during thimgefranslation gains and losses are includedtad tomprehensive income in the
Company's Consolidated Statements of StockholHersty. Transaction gains and losses related &rdnmpany accounts are not material
and are included in the determination of net incamiess.
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Earnings Per Common Share. The Company followe®itt of Financial Accounting Standards ("SFAS") N8B in calculating earnings
per share ("EPS"). Basic EPS is computed by digidicome attributable to common stockholders bywh&hted average number of
common shares outstanding during the period. DII&RS is consistent with the calculation of bas¥Skvhile giving effect to any dilutive
potential common shares outstanding during theodeBasic and diluted EPS are presented on theofate Company's Consolidated
Statements of Operations. The reconciliation ofrthenerators and denominators for the EPS calculaias follows (dollars and shares in
thousands):

Year Ended December 31,

1998 1997 1996
Net income (loss) attributable to common
stockholders:
Income (loss) before extraordinary item and

discontinued operations....................... $ 85,638 $(110,216) $(2,476)
Preferred stock dividends...................... - - (614)

Income (loss) attributable to common

stockholders..........ccoovviiiiinnennnn. 85,638 (110,216) (3,090)
Extraordinary item..........cccooeuveeeennns - (577) (1,260)

Gain from discontinued operations.............. - 7922 -

Net income (loss) attributable to common

stockholders (basic and diluted)............ $ 85,638 $(102,871) $(4,350)
Shares Outstanding:
Basic weighted average common shares........... 51,198 50,994 43,746
Dilutive shares from common stock options...... 1,793 --
Weighted average diluted common shares......... 52,991 50,994 43,746

The following weighted average dilutive potentiahumon shares are excluded from the diluted EPSiledilcn (in thousands):

Year Ended December 31,

Redeemable convertible preferred stock............. . - - 6231
Common stock OptioNS..........cccovcveeeeinienen. .- 1144 612
Common stock warrants...............cccceeeeenenn. .. 1,414 305

Total dilutive potential common shares........... .. 1,414 1,449 6,843

The dilutive potential common shares related t@eadable convertible preferred stock and commorksiptions were excluded for 1997 ¢
1996 because their inclusion would have had anlifuttive effect on EPS. Dilutive potential commdmases related to common stock warr.
are excluded as the events necessary to allowxtreise of the warrants have not been satisfieaf Becember 31, 1998. It is expected that
2.0 million of the warrants will become exercisalniéhe third quarter of 1999 (Note 4).

Stock-Based Compensation. The Company accounits fstock-based compensation plans under AccouRtingiples Board ("APB")
Opinion No. 25, "Accounting for Stock Issued to Hayees", and related interpretations, and follomesdisclosure provisions of SFAS No.
123, "Accounting for Stock-Based Compensation” @SFL23"). See Note 12 for the required disclosureger SFAS 123.

Comprehensive Income. During 1998, the Company teddpFAS No. 130, "Reporting Comprehensive Inco(tfeFAS 130"), which
establishes standards for reporting and displayofprehensive income and its components in a finhstatement for the period in which
they are recognized. The components of comprehemsiome are reflected in the Company's Consolidgtatements of Stockholders'
Equity.
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New Accounting Pronouncements Not Yet EffectiveJime 1998, SFAS No. 133, "Accounting for Derivatimstruments and for Hedgil
Activities" ("SFAS 133") was issued. The Statemestablishes accounting and reporting standardsriegjevery derivative instrument, as
defined, to be recorded in the balance sheet lasrein asset or liability measured at its fair gallhe Statement requires that changes in the
derivative's fair value be recognized currentlgarnings unless specific hedge accounting critegamet. The Company expects to adopt
SFAS 133 no later than fiscal year 2000, and doégxpect the adoption of this statement to hasigrificant effect on the Company's
Consolidated Financial Statements.

Reclassification. Certain December 31, 1997 amoswng been reclassified to conform to the DecerBbef 998 presentation.
3. Segment Reporting

During 1998, the Company adopted SFAS No. 131,cibsires About Segments of an Enterprise and Relafermation” ("SFAS 131").
SFAS 131 requires selected information about opgraegments and related disclosures about produdtservices, geographic areas, and
major customers. SFAS 131 requires operating segmeme determined based on the way managemeamiagg a company for purposes of
making operating decisions and assessing perform&@ased on the guidelines of SFAS 131, the Compasydetermined it has only one
reportable segment: customer care and billing swlstfor the worldwide converging communicationsrkess.

Products and Services. The Company provides custoane and billing solutions worldwide for the cenging communications markets,
including cable television, direct broadcast ségltelephony, on-line services and others. The@any offers its clients a full range of
processing services, software and support serthegsutomate customer management functions, imgualling, sales support and order
processing, invoice calculation and production, aggment reporting and customer analysis for tangeketing. The Company derived
approximately 78.0%, 76.7%, and 77.3% of its totaknues in the years ended December 31, 1998,ar8D7996, respectively, from its c
service bureau product, Communications Control&@yqt'CCS") and related products and ancillary sesi The Company generated 77.7%,
73.1%, and 76.6% of its total revenues from U.8lectelevision providers, and 13.0%, 10.5%, an@®ad3 its total revenues from U.S. direct
broadcast satellite ("DBS") providers during thangeended December 31, 1998, 1997 and 1996, resgect

Geographic Regions. Revenues are generated framektustomers only. The Company uses the locafitime customer as the basis of
attributing revenues to individual countries. Ficiahinformation relating to the Company's openasity geographic areas is as follows (in
thousands):

Year Ended December 31,

1998 1997 1996
Total Revenue: e ——

United States.........ccccoeveevveeecreeennnn. $ 221,778 $155,243 $121,584
United Kingdom............ccocoviiiiiiinennnns 11,740 15,756 8,982
Other.....oooiieiiieieeeee e 3,122 805 1,731

$ 236,640 $171,804 $132,297

As of December 31,

Long-Lived Assets (excludes intangible assets):  mememem meees e
United States.........cccoveveeiieeiiieenenn $23,398 $15,780 $12,931
United Kingdom..........ccoooceveiiiiiiennnns 1,313 1,377 162

$24,711 $17,157 $13,093

38



Significant Clients. During the years ended Decan®ie 1998, 1997, and 1996, revenues from TCI dfiltheed companies represented
approximately 37.4%, 32.9%, and 25.9% of total nexss, and revenues from Time Warner Cable andfiligted companies ("Time
Warner") represented approximately 14.1%, 20.1%,219% of total revenues, respectively. The Compeas separate processing
agreements with multiple affiliates of Time Waragd provides products and services to them ungerately negotiated and executed
contracts.

4. Acquisitions

USTATS Asset Acquisition. On July 30, 1998, the @amy acquired substantially all of the assets offld@com Advanced Technology
Systems, Inc. ("USTATS") for approximately $6.0lioih in cash and assumption of certain liabilittdspproximately $1.3 million.
USTATS, a South Carolina- based company, spec&@lizepen systems, client/server customer cardilih systems serving the
telecommunications markets. The Company intendsécthe acquired technology and software to (iproé its current service- bureau
telephony customer care and billing system, angiavide a customer care and billing system ferdbmestic and international competitive
local exchange carrier ("CLEC") and incumbent lamathange carrier ("ILEC") markets. The cash partibthe purchase price was paid out
of corporate funds. The total purchase price 08 $7illion has been allocated to the technology softivare acquired and will be amortized
over its expected useful life of five years.

SUMMITrak Asset Acquisition. In September 1997, @@mpany purchased certain SUMMITrak software tetdgy assets that were in
development from TCI (the "SUMMITrak Acquisitiondnd entered into a 15-year exclusive contract eiltClI affiliate to consolidate 13.0
million TCI customers onto the Company's custonage @nd billing system (the "TCI Contract"). Theghase price for the SUMMITrak
Acquisition was determined as follows (in thousgnds

Cash paid at closing......ccccoceevveeviceeneee. $106,000
Transaction-related COStS.........cccvvvevvceeeee. 500
Conversion incentive paymentS......cccccceeeeeees s 26,000
Common Stock warrants granted..........ccccceeeeee. L 26,145
Total purchase price......ccccvvvvvvevveveneenes . $158,645

The conversion incentive payments represent paysientcent TCI to timely convert its customershte Company's system, and reimburse
TCI for the cost of converting to the Company'seys The conversion incentive payments consisivofdeparate pieces as follows: (i) TCI
receives a monthly payment of $0.15 per customethiefirst 24 months after the customer is coracktdo the Company's system (total of
$3.60 per customer), up to a total of $14.0 millids of December 31, 1998, the Company had condeperoximately 8 million of the 9
million TCI customer backlog onto its system. Dgrit998, the Company paid approximately $4.0 milbéhis amount to TCI, with the
remaining $10.0 million expected to be paid in 199&d (i) TCI will be paid an additional $12.0 tiuh when the Company processes a total
of 13.0 million TCI customers on its system. Baeadhe current customer levels on the Companytesyand additional conversions
scheduled as of December 31, 1998, the Companyeafserts to pay TCI the $12.0 million in 1999.

The Company granted 3.0 million Common Stock wasém TCl as part of the overall purchase pricee WMarrants have a five-year life with
a $12 per share exercise price. The fair valud@ftarrants included in the purchase price wamastd as of the date of the grant using the
Black-Scholes pricing model. The exercisabilityttod warrants is as follows: (i) TCI will be abledrercise 2.0 million of the warrants when
the Company processes a total of 13.0 million T@temers on its system. Based on the current casttavels on the Company's system
additional conversions scheduled as of Decembet®d8, the 2.0 million warrants are expected tmbezexercisable in 1999, and (ii) the
remaining 1.0 million warrants are exercisableatous increments as additional qualifying TCI ousérs are converted to the Company's
system in excess of the 13.0 million customers lheess Customers”). Dependent upon the sourtteedixcess Customers, the 1.0 million
warrants may be exercisable with a minimum of hiflion Excess Customers, but require no more th&million Excess Customers to
become fully exercisable.
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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................. L $105,000

TCICONrACt..ccce v e 51,575

Other @assets......cccccvvviieiiiiiiieeiiiceees s 2,070
Total allocated purchase price......cccccceeeeee. s $158,645

Purchased research and development representsctesed development ("R&D") of software technolagiehich had not reached
technological feasibility as of the acquisitionalaand had no other alternative future use. Puechessearch and development was charged tc
operations in 1997. The Company has continued &i@ & certain software technologies acquired fro@l,Twith such efforts including the
completion of the R&D projects and the integratadrthe completed software technologies into certdiits current products. The
development efforts are on schedule and the resgaguirements for completion of the developmefuref are consistent with the original
expectations. The related products from these dpwatnt efforts are expected to be available foegdnelease in 1999.

The value assigned to the TCI Contract is beingréimeal over the life of the contract in proportimnthe financial minimums included in the
contract. The amortization expense for the TCI @mttwas $1.9 million and $0.3 million for the ye@nded December 31, 1998 and 1997,
respectively. The other assets are being depreoiater their estimated useful lives of three years.

CSG International Limited. On June 28, 1996, thenBany acquired all of the outstanding shares of Kd8Gapproximately $3.1 million in
cash and assumption of certain liabilities of $tiBion (the "CSGI Acquisition"). The CSGI Acquigih was recorded using the purchase
method of accounting. The cost in excess of thevidue of the net tangible assets acquired of 84#liion was allocated to goodwill. CSGl is
a United Kingdom company which provides customee @ad billing solutions to the cable and telecomitations industries in the United
Kingdom.

The following represents the unaudited pro fornsalts of operations as if the CSGI Acquisition las@durred on January 1 (in thousands,
except per share amounts):

Year Ended
December 31, 1996
Total reVENUES...ccvvvevveiiieeeeeeeee $136,536
Loss attributable to common stockholders........... . ... (4,464)
Pro forma loss per share attributable to common
stockholders (basic and diluted)..........cccoo... (.10)

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 thegokepresented or of the future results of operation

5. Redeemable Convertible Preferred Stock

In conjunction with the formation of the Companyahe CSG Acquisition in 1994, the Company soldcfash 8,999,999 shares of Preferred
Stock with a par value of $0.01 per share. Totatpeds, net of issuance costs of $0.4 million, &&1 million. The holders of Preferred
Stock were entitled to vote on all matters and vegrétled to the number of votes equivalent tortheber of shares of Common Stock into
which such shares of Preferred Stock were convefié®referred Stock converted into 35,999,996rshaf the Company's Common Stock
upon completion of the IPO in March 1996.
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Prior to completion of the IPO, the holders of thetstanding shares of Preferred Stock were entitiedceive cumulative annual dividends of
$0.3967 per share, prior to any dividends beind paithe Company's Common Stock. Upon completich@iPO and the resulting
conversion into Common Stock, the Company paiddéivds on the Preferred Stock of $4.5 million, ofolit$3.9 million was accrued as of
December 31, 1995.

6. Debt

The CSG Acquisition was partially funded with a $2illion term facility in 1994 (the "1994 Debt'h conjunction with the IPO, the
Company refinanced this debt with its bank in Ap8R6. The Company repaid approximately $40.6 amlbf the outstanding 1994 Debt,
principally with IPO proceeds. The remaining bao€ the 1994 Debt was refinanced with a single G4aillion term note with the bank (t
"1996 Debt"). In conjunction with this refinancirifpe Company recorded an extraordinary loss of #ill&n for the write-off of deferred
financing costs. The Company did not recognizeinogme tax benefit related to the extraordinarglos

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 roiiliterm 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 pricetferSUMMITrak assets, retire the
Company's existing 1996 Debt of $27.5 million, @&y transaction costs of $3.4 million. The remagpmoceeds 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 raz@gany income tax benefit related to the extramamy 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. As of
December 31, 1998, the spread on the LIBOR ratgantk rate was 0.75% and 0%, respectively. The [izmy entered into an interest rate
collar agreement in December 1997 to manage k<nasn the variable rate features of the 1997 agjseement (Note 2). The 1997 Debt
agreement is collateralized by all of the Compaagsets and the stock of its subsidiaries.

The 1997 Debt agreement requires maintenance @ficéinancial ratios and contains other restriettovenants, including restrictions on
payment of dividends, a fixed charge coverage ratleverage ratio, and restrictions on capitakexjitures. As of December 31, 1998, the
Company was in compliance with all covenants. Téympent of cash dividends or other types of distiims on any class of the Company's
stock is restricted unless the Company's leveratg, as defined in the 1997 Debt agreement, igund

1.50. As of December 31, 1998, the leverage ratis W63.

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

1998 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 LIBOR plus 0.75%
(weighted average rate of 5.89% at
December 31, 1998).....cccccevvviiiiiianieeeee $128,250 $135,000
Revolving credit facility, due September 2002, inte rest

at adjusted LIBOR plus 0.75%.....cccccveveeveeeee L --

128,250 135,000
Less-current portion.......ccceeveeeeeeeeeeeseeneee L (19,125) (6,750)

Long-term debt, net of current maturities......... ... $109,125 $128,250
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There were no borrowings made on the revolvingitfaedilities during the years ended December 3881 1997, and 1996. Under the 1997
Debt agreement, the Company pays an annual comntifiexe on the unused portion of the revolving dréatility, based upon the Compar
leverage ratio. As of December 31, 1998, the feg Wa5%. The Company's ability to borrow underdiweent revolving credit facility is
subject to maintenance of certain levels of elgitgdceivables. At December 31, 1998, all of the G4flillion revolving credit facility was
available to the Company.

As of December 31, 1998 and 1997, unamortized defdimancing costs were $2.0 million and $2.9 il respectively. Deferred financing
costs are amortized to interest expense over theedeterm of the debt agreement using a methodhwdpproximates the effective interest
rate method. Interest expense for the years endedrbber 31, 1998, 1997 and 1996 includes amodizafi deferred financing costs of
approximately $0.9 million, $0.5 million, and $(6llion, respectively.

As of December 31, 1998, scheduled maturities ®Qbmpany's long-term debt for each of the yeadsngrDecember 31 are: 1999--$19.1
million, 2000-- $29.3 million, 2001--$34.9 millioand 2002--$45.0 million.

7. Income Taxes

The Company accounts for income taxes in accordaitbeSFAS No. 109, "Accounting for Income Taxe$SEAS 109"). SFAS 109 is an
asset and liability approach which requires thegedion of deferred tax assets and liabilitiestfur expected future tax consequences of
events which have been recognized in the Comp&uwyisolidated Financial Statements or tax retumsstimating future tax consequences,
SFAS 109 generally considers all expected futuenesvother than enactment of or changes in thiataxr rates.

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

Ye ar Ended December 31,

1 998 1997 1996
Current:
Federal.......ccoovverenieeiieneenens $1 1574 $ 4,466 $ 1,225
StAte. .o 1,594 615 230
Foreign......oooeeeeiiiieieiieeee (36) 810

1 3,132 5,891 1,455
Deferred:
Federal........ccoooveiiieiniiiice, 6,592 (38,298) (2,305)
SALE..eoevee e 908 (5,276) (433)
Foreign......ocoveeiiiiiieieeee 1,048 393 503

8,548 (43,181) (2,235)

Change in valuation allowance.................. 6 1,323) 37,290 780
Net income tax provision (benefit)............. $3 9,643)$ -- $ --
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The difference between the income tax provisioméfi) computed at the statutory federal incomertdg and the financial statement
provision (benefit) for income taxes is summariasdollows (in thousands):

Yea r Ended December 31,

19 98 1997 1996

Provision (benefit) at federal rate of 35% in
1998 and 1997, and 34% in 1996

,099 $(36,005) $(1,270)

Change in valuation allowance........ ,224) 37,290 1,283
Effective state income taxes............ ,625  (3,030) (134)
Basis differences from acquisition............ -- - (1,346)
Amortization of nondeductible goodwill........ 781 1,582 231
Stock-based employee compensation............. 362 157 1,214
Other....ooiiiiiciiiicecc e 714 6 22
$(39 ,643)$ - $ --

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):

1998 1997
Current deferred tax assets (liabilities):

Accrued expenses and reserves.......ccceeeeeee e $1,598 $ 1,325

Deferred revenue.........ccccccvvvveeeevnene. L 205 3,033
1,803 4,358
Valuation allowance.........ccccoeeeeevvcvees L. - (3,915)

$1,803 $ 443

Noncurrent deferred tax assets (liabilities):
Purchased research and development.................~ ... $47,086 $51,224
SOftware......cccovcveiiiiiiiiiiicieeeee 7,942 8,345
......... (370) 1,508
......... 5,104 3,965
Property and equipment........ccccccovvvcs Ll 705 443

......... (1,078) (1,168)

59,389 64,317
Valuation allowance........c.cccooeeevicvces L. - (57,408)

$59,389 $ 6,909

As part of the CSGI acquisition, the Company acgficertain net deferred tax assets (principallgteel to net operating loss carryforwards)
and established a valuation allowance of approxdip&1.0 million against those net deferred taxetssas of the acquisition date. Upon the

realization of these deferred tax assets, the Coynpliminated the valuation allowance and reduasatgill for CSGI by a corresponding
amount of $0.9 million in 1998.

As of December 31, 1997, the Company had a valuatiowance of $61.3 million against certain ofdeferred tax assets due to the
uncertainty that it would realize the income taxdi# from these assets. During 1998, the Compangladed that it was more likely than |
that it would realize the entire tax benefit framdeferred tax assets. As a result, the Compamynelted the entire valuation allowance of as
of December 31, 1998, which resulted in the Compafigcting a net income tax benefit of $39.6 raiflifor 1998.
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Management believes the Company will obtain thetfehefit of the deferred tax assets on the bdsis evaluation of the Company's
anticipated profitability over the period of yedinat the temporary differences are expected torheateductions. The Company believes that
sufficient book and taxable income will be genedaterealize the entire benefit of these defereedassets. The Company's assumptions of
future profitable operations are supported byh@ €ompany's strong financial performance in 199&he successful conversion of
approximately 9.0 million new customers onto therany's processing system in 1998, with approxilnat& million of these customers
coming from TCI, and (iii) continued strong demdram the converging communications markets forGoenpany's service bureau custot
care and billing solutions and related software sendices products, evidenced by the signing oéséwsignificant clients (both renewal and
new contracts) to long-term processing contractsndul998.

8. Employee Retirement Benefit Plans

Incentive Savings Plan. The Company sponsors aetkfiontribution plan covering substantially alloyees of the Company. Participants
may contribute up to 15% of their annual wagesjestitio certain limitations, as pretax, salary deflecontributions. The Company makes
certain matching and service related contributtorthe plan. The Company's matching and servieda@lcontributions for the years ended
December 31, 1998, 1997 and 1996, were approxiyn@2®9 million, $2.0 million, and $1.5 million, nesctively.

Deferred Compensation Plan. The Company establiahmemh-qualified deferred compensation plan duti®g6 for certain Company
executives which allows the participants to defpogion of their annual compensation. The Compamoyides a 25% matching contribution
of the participant's deferral, up to a maximum 250 per year. The Company also credits the fygaitit's deferred account with a specified
rate of return on an annual basis. The Companydsdbe actuarially-determined present value obthleyations expected to be paid under
the plan. As of December 31, 1998 and 1997, thegaom has recorded a liability for this obligatidr$d.0 million and $0.6 million,
respectively. The Company's expense for this pdathie years ended December 31, 1998, 1997 and ®W¢h includes Company
contributions and interest expense, was $0.4 mjli§D.5 million, and $0.1 million, respectively. & plan is unfunded.

9. Commitments and Contingencies

Operating Leases. The Company leases certain @ffidgoroduction facilities under operating leasb&tvrun through 2009. Future
aggregate minimum lease payments under these agnéefor the years ending December 31 are as feill@@99--$4.5 million, 2000--$3.9
million, 2001--$3.4 million, 2002--$3.1 million, 3--2.8 million, thereafter--$9.1 million.

Total rent expense for the years ended December@®B, 1997, and 1996, was approximately $3.9 onili3.4 million, and $1.9 million,
respectively.

Service Agreements. The Company has service agraswéh FDC and subsidiaries for data processargises, communication charges
and other related services. FDC provides data psitg and related services required for the opmrati the Company's CCS 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. Ef#feldnuary 1, 1997, the Company renegotiatedritices agreement with FDC and its
subsidiaries. The new agreement expires Decemh@&O0B1, and is cancelable at the Company's optitin(iy notice of six months any time
after January 1, 2000, and (ii) payment of a teatiim fee equal to 20% of the fees paid in theweehonths preceding the notification of
termination. Under the new agreement, the Compaaharged based on usage and/or actual costss antject to certain limitations as to
the amount of increases or decreases in usagedetars. The total amount paid under the sergosements for the years ended Decel
31, 1998, 1997 and 1996, was approximately $22lliomi$19.2 million, and $19.6 million, respectlyeThe Company believes it could
obtain data processing services from alternativecss, if necessary.
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Legal Proceedings. From time to time, the Comparignolved in litigation relating to claims arisiogit of its operations in the normal cou
of business. In the opinion of the Company's mamesye, after consultation with outside legal countded ultimate dispositions of such
matters will not have a materially adverse effectiee Company's consolidated financial positionesults of operations.

10. Discontinued Operations

Contemporaneously with the CSG Acquisition, the @any purchased from FDC all of the outstandingeshaf Anasazi Inc. ("Anasazi") fi
$6.0 million cash. Anasazi provides central resiowasystems and services for the hospitality aadet industries. The Company accounted
for its ownership in Anasazi as discontinued openatafter its acquisition in 1994. On August 3394, the Company completed a substa
divestiture of Anasazi as part of a tax-free reoiggation, resulting in the Company owning less tB&% of Anasazi. As a result, Anasazi's
results of operations subsequent to August 31, 298%ot included in the Company's results of apmra as the Company accounted for its
investment in Anasazi under the cost method suleseda this date. In September 1997, the Compaldyitsoremaining interest in Anasazi
for $8.6 million in cash and recognized a gain B&&million.

11. Restricted Common Stock

Stock-Based Employee Compensation Expense. Dufifig§ &nd 1994, the Company sold Common Stock toutixecofficers and key
employees pursuant to restricted stock agreemedtsezorded deferred compensation of $5.8 millalated to these purchases. Prior to the
completion of the IPO, the deferred compensatios m&ng recognized as stock-based employee contmmeapense on a straight-line
basis from the time the shares were purchasedghrbiovember 30, 2001, as the shares became vestéddras date. Upon completion of 1
IPO, shares owned by certain key officers of thenGany became fully vested. In addition, the vestarghe remaining performance stock
shares decreased to 20% annually over a five-y@marg As a result, approximately $3.2 million téck-based employee compensation
expense was recorded when the IPO was completddrich 1996. Stock-based employee compensation sgdenthe years ended
December 31, 1998, 1997 and 1996, was $0.3 mil$6r4 million, and $3.6 million, respectively. Dafed compensation of $0.3 million and
$0.6 million as of December 31, 1998 and 1997,aetyely, relates to the shares that continue 8 o an annual basis of 20% and is
reflected as a component of stockholders' equity.

Repurchase Option. The Company has the option tgrarination of employment to repurchase certaimeshaf unvested restricted stock at
either the original purchase price (ranging fronil$Qo $2.13 per share) or the net book value Ipgres depending upon the specific terms of
the agreements. As of December 31, 1998, 583,28@shvere still subject to the repurchase optianirg the years ended December 31,
1998, 1997, and 1996, the Company repurchased t@avsisares of 66,000, 209,100, and 211,200, ragpbgtfrom terminated employees.
The 66,000 shares repurchased in 1998 are heldamity shares. The shares repurchased in 1991R86dvere cancelled.

Notes Receivable From Employee Stockholders. Geedwiployees financed a portion of their stock pasels with full recourse promissc
notes. The notes accrue interest at 7% annualljhane terms of approximately five years. As of Deber 31, 1998 and 1997, the
outstanding balance of the promissory notes wasappately $0.5 million and $0.7 million, respedaly, and is reflected as a component of
stockholders' equity.

12. Stock-Based Compensation Plans

Stock Incentive Plans. During 1995, the Companypsatbthe Incentive Stock Plan (the "1995 Plan™) nebg 514,000 shares of the
Company's Common Stock have been reserved forrissua eligible employees of the Company in thenfof stock options. The 256,550
options outstanding under the 1995 Plan at DeceBthet998, vest annually over five years.
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During 1996, the Company adopted the 1996 Stocknitiee Plan (the "1996 Plan") whereby 4,800,000eshaf the Company's Common
Stock have been reserved for issuance to eligibl@@yees of the Company in the form of stock opgjmtock appreciation rights,
performance unit awards, restricted stock awandstaxk bonus awards. In December 1997, upon sblai@happroval, the number of shares
authorized for issuance under the 1996 Plan wasased to 8,000,000. The 5,852,914 options outistgnohder the 1996 Plan at December
31, 1998, vest over two to five years. Certainamibecome fully vested upon a change in contrth@Company.

During 1997, the Company adopted the Stock Optian for Non-Employee Directors (the "Director Plamwhereby 200,000 shares of the
Company's Common Stock have been reserved forissua non-employee Directors of the Company irfohe of stock options. The
120,000 options outstanding under the Director Btadbecember 31, 1998, vest annually over threesyea

Stock options are granted with an exercise pricekimp the fair market value of the Company's ComiStock as of the date of the grant. All
outstanding options have a 10-year term. A sumroatiye stock options issued under the 1996 PlanDihector Plan, and 1995 Plan and
changes during the years ending December 31 dofi@ss:

Y ear Ended December 31,
1998 1997 1996
Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price
Outstanding, beginning
of year................ 4,152,220  $10.43 2,869,460 $9.31 503,500 $0.68
Granted............... 3,276,000 23.86 2,223,400 11.61 2,446,760 10.89
Exercised............. (540,336) 9.20 (148,600) 6.80 (9,600) 0.67
Forfeited............. (658,420) 13.89 (792,040) 10.35 (71,200) 3.68
Outstanding, end of
VLT | TR 6,229,464  $17.23 4,152,220  $10.43 2,869,460 $9.31
Options exercisable at
year end............... 913,774 530,152 84,300
Weighted average fair
value of options
granted during the
Year. i $ 10.39 $ 4.60 $ 4.89
Options available for
grant...........cee... 1,774,150 4,391,730 2,423,090

The following table summarizes information abow @ompany's stock options as of December 31, 1998:

Options Outstanding Options Exercisable
Weighted
Average We ighted Weighted
Range Of Number Remaining Av erage Number Average

Exercise Prices Outstanding Contractual Life Exerc ise Price Exercisable Exercise Price
$0.63--
$1.88.. 256,550 6.65 $ 0.69 112,750 $0.70
$7.50--
$11.06. 1,842,250 7.89 9.26 447,576 9.31
$11.75--
$14.94. 886,650 7.85 14.62 329,084 14.71
$16.78--
$23.38. 1,562,314 9.22 20.81 24,364 19.16
$23.59--
$33.81. 1,681,700 9.85 26.55
$0.63--
$33.81. 6,229,464 8.70 $ 17.23 913,774 $10.46

In January 1999, the Company granted 496,150 aptiba price per share of $35.88 under the 199§ Rfigh 80,000 shares and 416,150
shares vesting over five and four years, respdgtifénese options are not reflected in the abobtetaas they were granted subsequent to
December 31, 1998.
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1996 Employee Stock Purchase Plan. During 1996Ctmepany adopted the 1996 Employee Stock PurcHasenhereby 500,000 shares of
the Company's Common Stock have been reservedimdtsemployees of the Company and its subsidighieugh payroll deductions. The
price for shares purchased under the plan is 85&tapket value on the last day of the purchase geRarchases are made at the end of each
month. During 1998, 1997, and 1996, respectively324 shares, 39,318 shares, and 11,506 sharebdengurchased under the plan for
$0.6 million ($15.62 to $33.58 per share), $0.4ionl($7.17 to $17.00 per share), and $0.08 mil([[®®.54 to $8.61 per share).

Stock-Based Compensation Plans. At December 38,188 Company had four stock-based compensatanspas described above. The
Company accounts for these plans under APB OpiNimr25, under which no compensation expense hasreeegnized in 1998, 1997 or
1996, except for $89,000 recognized in 1996 fo830Q shares granted as stock bonus awards und&@%tePlan.

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 income (loss) and netieddoss) per share attributable to
common stockholders for 1998, 1997 and 1996 wopfiaimate the pro forma amounts as follows (irudands, except per share amoul

Y ear Ended December 31,
1 998 1997 1996
Net income (loss):
As reported.........cceceveevireeeireeeennen. $8 5,638 $(102,871) $(4,350)
Pro forma......ccccoooieiiiiiiiiie 8 0,710 (104,776) (5,263)
Diluted net income (loss) per common share:
As reported........ccccceiiiiiiiiiiienenennn 1.62 (2.02) (.10)
Proforma.......ccccooiiiiiiiiiiieceneen. 1.52 (2.06) (.12)

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 grantdé®98, 1997 and 1996, respectively: risk- freerggerates of 4.9%, 6.3% and 6.1%;
dividend yield of zero percent for all years; expédives of 4.4 years, 3.9 years, and 5.0 yeavalatility of 40.0% for all years. Consist
with SFAS 123, the Company assumed zero volafitityall options granted prior to the date the Comypaqualified as a public entity.

The effects of applying SFAS 123 in this pro fordisclosure are not indicative of future amountsASH23 applies only to 1998, 1997 and
1996, and additional awards in future years aricipated.

47



13. UNAUDITED QUARTERLY FINANCIAL DATA

QUARTER ENDED

MARCH 31 JUNE 30 SEPTEMBER 30 DECEMBER 31
(IN THOUSANDS , EXCEPT PER SHARE AMOUNTS)
1998:

Total revenues..................... $49,308 $54, 244 $63,461 $ 69,627

Gross margin......ccccceeeeeeennnn. 26,158 29, 152 34,757 39,327

Operating income................... 8,377 10, 707 15,456 18,763

Income before income taxes......... 6,484 8, 651 13,576 17,284

Income tax benefit(1).............. - -- - 39,643

Net income attributable to common

stockholders..........cc.......... 6,484 8, 651 13,576 56,927

Net income attributable to common

BasiC.....ccccovvveveiireenn 13 17 .26 111
Diluted.........cccvvveernnnnen. 12 .16 .26 1.06
1997:
Total revenues..................... $38,582 $41, 030 $43,278 $ 48,914
Gross margin........coccceeeeenne 16,094 18, 862 21,235 25,631
Operating income (loss)(3)......... 1,327 2, 117 3,740 (113,719)
Income (loss) attributable to com-
mon stockholders.................. 1,164 1, 731 3,113 (116,224)
Extraordinary item(2).............. - -- (577) -
Discontinued operations(2)......... -- - 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............. .02 .03 .06 (2.28)
Extraordinary item............... - -- (.01)
Discontinued operations.......... -- -- .15 --
Net income (loss) attributable to
common stockholders............. .02 .03 .20 (2.28)

(1) The fourth quarter of 1998 includes an incomelienefit of $39.6 million, or $0.74 per dilutdthse, related primarily to the eliminatior
its valuation allowance against its deferred tesetss(Note 7).

(2) The third quarter of 1997 includes a $0.6 millextraordinary charge for early extinguishmendetht (Note 6) and a $7.9 million gain on
disposition of discontinued operations (Note 10).

(3) The fourth quarter of 1997 includes the follog/inon-recurring items:

a) The Company recorded a $105.5 million charg&2dd7 per share, for purchased research and geweld related primarily to the
SUMMITrak asset acquisition (Note 4).

b) The Company recorded a $11.7 million chargé&Qo23 per share, for impairment of certain capelisoftware 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 charge 0% per share, for impairment of certain intargigésets (Note 2).
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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Item 10. Directors and Executive Officers of the Rgistrant

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 Annuatiktg of Stockholders, which information is incorged herein by reference.

Item 12. Security Ownership of Certain Beneficial vners 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 Transa&ns

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

Item 14. Exhibits, Financial Statement Schedules @ahReports on Form 8-K

(a) Financial Statements, Financial Statement Sdhedand Exhibits:

(1) Financial Statements

The financial statements filed as part of this repee listed on the Index to Consolidated Findrigtatements on page 27.

(2) Financial Statement Schedules:

Index to Consolidated Financial Statement Schedules

Page
Report of Independent Public Accountants............ L 52
Schedule Il--Valuation and Qualifying Accounts..... 53

(3) Exhibits
Exhibits are listed in the Exhibit Index on page 54

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

(b) Reports on Form 8-K
None

49



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

CSG Systems International, Inc.

/'s/ Neal C. Hansen
By:

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

Date: March 29, 1999

POWER OF ATTORNEY

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

Signature Ti tle Date
/sl Neal C. Hansen Chairman of the Board of March 29, 1999
Directors a nd Chief
Neal C. Hansen Executive O fficer
(Principal Executive
Officer)
/sl John P. Pogge President, C hief Operating March 29, 1999
Officer and Director

John P. Pogge

/sl Greg A. Parker Vice Preside nt and Chief March 29, 1999
Financial O fficer
Greg A. Parker (Principal Financial
Officer)
/sl Randy R. Wiese Controller ( Principal March 29, 1999
Accounting Officer)

Randy R. Wiese

/sl George F. Haddix Director March 29, 1999

George F. Haddix

/sl Royce J. Holland Director March 29, 1999

Royce J. Holland

/sl Janice Obuchowski Director March 29, 1999

Janice Obuchowski
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Signature Ti tle Date

/sl Bernard W. Reznicek Director March 29, 1999

Bernard W. Reznicek

/s/ Rockwell A. Schnabel Director March 29, 1999

Rockwell A. Schnabel

/sl Frank V. Sica Director March 29, 1999

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 20, 1999
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CSG SYSTEMS INTERNATIONAL, INC.

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

Balance, beginning of period......................
Acquisition of businesses.............cccccvveee
Additions charged to expense.............ccceee...
Reductions...........cccveiiiiieii i

Balance, end of period...............ccoccuvnnnne

For the Year Ended
December 31,

1998 1997 1996
(in thousands)
..... $1,394 $ 819 $521
..... - - 101
..... 1,724 875 319
..... (1,067) (300) (122)
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EXHIBIT INDEX

Exhibit

Number Description

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

(2.02 intentionally omitted)

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

(2.04-2.06 intentionally omitted)

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

2.08(1) Founder Stock Purchase Agreement between
George Haddix, dated November 30, 1994

2.09(1) Founder Performance Stock Purchase Agreem
Inc. and Neal C. Hansen, dated November 3
second amendments thereto

2.10(1) Founder Performance Stock Purchase Agreem
Inc. and George Haddix, dated November 30
second amendments thereto

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

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

(2.13-2.15 intentionally omitted)

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

2.17(2) Administration and Development Services A
Systems Ltd. and CSG International Limite

(2.18 intentionally omitted)

2.19(5)* Restated and Amended CSG Master Subscribe
Agreement between CSG Systems, Inc. and T
Corporation dated August 10, 1997

2.19A(7)* Second Amendment to Restated and Amended
Management System Agreement between CSG S
Management Corporation, dated January 9,

2.19B(8)* First Amendment to Restated and Amended C
Management System Agreement between CSG S
Management Corporation, dated June 29, 19

2.19C(9) Sixth Amendment to Restated and Amended C
Management System Agreement between CSG S
Management Corporation, dated July 22, 19

2.19D(9)* Seventh Amendment to Restated and Amended
Management System Agreement between CSG S
Management Corporation, dated September 8

2.19E(9) Eighth Amendment to Restated and Amended

Management System Agreement between CSG S
Management Corporation, dated September 2
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Exhibit

Number Description

2.19F(9)* Eleventh Amendment to Restated and Amende
Management System Agreement between CSG S
Management Corporation, dated September 3

2.19G* Fifth, Ninth, Tenth, Thirteenth, Fourteen
Nineteenth Amendments to Restated and Ame
Management System Agreement between CSG S
Management Corporation.

2.20(5) Asset Purchase Agreement between CSG Syst
TCl SUMMITrak of Texas, Inc., TCI SUMMITr
Technology Ventures, Inc., dated August 1

2.21(5) Contingent Warrant to Purchase Common Sto
International, Inc. and TCI Technology Ve
September 19, 1997

2.22(5) Royalty Warrant to Purchase Common Stock
International, Inc. and TCI Technology Ve
September 19, 1997

2.23(5) Registration Rights Agreement between CSG
Inc. and TCI Technology Ventures, Inc., d

2.24(5) Loan Agreement among CSG Systems, Inc. an
International, Inc. as co-borrowers, and
Paribas, as Agent, dated September 18, 19

2.25(6) First Amendment to Loan Agreement among C
Systems International, Inc. as co-borrowe
Banque Paribas, as Agent, dated November

2.26  Second Amendment to Loan Agreement among
Systems International, Inc. as co-borrowe
Banque Paribas, as Agent, dated November

3.01(1) Restated Certificate of Incorporation of

3.02(4) Restated Bylaws of CSG Systems Internatio

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

4.01(1) Form of Common Stock Certificate

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

10.02(1) CSG Employee Stock Purchase Plan

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

10.04(1) Employee Performance Stock Purchase Agree
International, Inc. and George Haddix, da

first amendment thereto

10.04A(7) Second Amendment of Employee Performance
dated March 18, 1998.

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

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

10.07(1) Employee Performance Stock Purchase Agree
International, Inc. and John P. Pogge, da
and second amendments thereto
(10.08-10.10 intentionally omitted)

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

10.12(6) Separation Agreement and Releases with Ge

10.13(6) Independent Consulting Agreement with Geo
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10.14 Employment Agreement with Neal C. Hansen, dated November 17, 1998
10.15(6) Indemnification Agreements between CSG Sy stems International, Inc.
and certain directors
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Exhibit
Number Description
10.16(1) Indemnification Agreements between CSG
Inc. and its directors and certain off

10.17(1) Lease, Assignment and Acceptance of Le
Assumption of Lease, and First Amendme
facility at 2525 North 117th Avenue, O

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

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

(10.20-10.36 intentionally omitted)

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

(10.38 intentionally omitted)

10.39 CSG Systems, Inc. Wealth Accumulation
14, 1996 (previously filed as and inco
Exhibit 10.38 Registrant's Quarterly R
period to the ended September 30, 1996

10.40(3)* Amended and Restated Services Agreemen

Technologies, Inc. and CSG Systems, In
Services Group, Inc., dated December 3

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

10.40B(P)(3) Schedules 1.21 and 1.47 and Exhibit A
and Restated Services Agreement betwee
Inc. and CSG Systems, Inc., formerly k
Group, Inc., dated December 31, 1996

10.40C(9)* First Amendment to Amended and Restate

between CSG Systems, Inc. and First Da
dated July 8, 1998.

(10.41-10.43 intentionally omitted)

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

10.45 Employment Agreement with John P. Pogg
10.46 Employment Agreement with Edward Nafus
10.47 Employment Agreement with Greg Parker,
21.01 Subsidiaries of the Company

23.01 Consent of Arthur Andersen LLP
27.01 Financial Data Schedule (EDGAR Version

99.01 Safe Harbor for Forward-Looking Statem
Securities Litigation Reform Act of 19
Statements and Risk Factors

Systems International,
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ents Under the Private
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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 ReportosmPA0-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.
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(5) Incorporated by reference to the exhibit of $hene number to the Registrant's Current Repodfioom 8-K dated October 6, 1997.

(6) Incorporated by reference to the exhibit of $hene number to the Registrant's Annual ReportasmA.0-K, as amended for the year
ended December 31, 1997.

(7) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRasm 10-Q for the period ended March
31, 1998.

(8) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRaym 10-Q for the period ended June
30, 1998.

(9) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRam 10-Q for the period ended
September 30, 1998.

* Portions of the exhibit have been omitted pursdaran application for confidential treatment, dhe omitted portions have been filed
separately with the Commission.
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EXHIBIT 2.19G

FIFTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC. AND
TCI CABLE MANAGEMENT CORPORATION

This Fifth Amendment (the "Amendment”) is executieid 30th day of December, 1998, and is made bybandeen CSG Systems, Inc., a
Delaware corporation ("CSG") and TCI Cable Managan@orporation ("Customer”). CSG and Customer eaténto a certain Restated and
Amended CSG Master Subscriber Management SystemefAwgnt dated August 10, 1997, which has subseguseh amended pursuant to
separately executed amendments (collectively, Ageeement”), and now desire to amend the Agreeimestcordance with the terms and
conditions set forth in this Amendment. If the terand conditions set forth in this Amendment shalin conflict with the Agreement, the
terms and conditions of this Amendment shall cdn#&ay terms in initial capital letters or all cagii letters used as a defined term but not
defined in this Amendment, shall have the meangidgasth in the Agreement. Upon execution of thiméndment by the parties, any
subsequent reference to the Agreement betweerattiepshall mean the Agreement as amended bythendment. Except as amended by
this Amendment, the terms and conditions set forthe Agreement shall continue in full force affféet according to their terms.

CSG AND CUSTOMER AGREE AS FOLLOWS:

1. FOR THE FEES SET FORTH IN SECTION 2 BELOW, CUSMER DESIRES TO LICENSE ACSR AOI WHICH IS AN
APPLICATION OBJECT INTERFACE THAT ALLOWS THIRD PARY APPLICATIONS TO BE USED IN CONJUNCTION WITH
ACSR. AS A RESULT THE DEFINITION OF CCS PRODUCTSHEREBY AMENDED TO INCLUDE ACSR AOI.

2. THE FEES FOR ACSR AOI ARE SET FORTH IN SCHEDUDEOF THE AGREEMENT.

3. CUSTOMER WILL BE LICENSED TO USE ACSR AOI AT THEOLLOWING SYSTEM SITES AND FOR THE APPLICATIONS
SET FORTH BELOW:

SYSTEM SITE SYS/PRIN APPLI CATION

HARTFORD, CT 8493-1800 OouTBO UND COLLECTION SCREEN POP

DALLAS, TX 8493-1300 EMPOW ER CREDIT VERIFICATION

CHICAGO, IL 8493-2300 DAVOX OUTBOUND PREDICTIVE DIALER FOR COLLECTION
COLLECTION

BEAVERTON, OR 8494-5600 SATEL LITE OUTBOUND PREDICTIVE SCREEN POP
EVERETT, WA 8498-0000 EISO UTBOUND COLLECTION SCREEN POP

DENVER, CO 8497-0000 MALIT A OUTBOUND COLLECTION SCREEN POP

THIS AMENDMENT IS EXECUTED ON THE DAY AND YEAR FIRS T SHOWN ABOVE.

CSG SYSTEMS, INC. ("CSG") TCI CABLE MANAGEMENT
CORPORATION ("CUSTOMER")



BY: /'SI JOSEPH T. RUBLE

BY: /'SI JERRY KULIN

NAME: JERRY KULIN
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NINTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Ninth Amendment (the "Amendment”) is executdd 26th day of October, 1998, and is made bylmtdeen CSG Systems, Inc., a
Delaware corporation ("CSG") and TCI Cable Managen@orporation ("Customer”). CSG and Customer ecténto a certain Restated and
Amended CSG Master Subscriber Management SystemefAwgnt dated August 10, 1997, which has subsegumdh amended pursuant to
separately executed amendments (collectively, Agee'ement”), and now desire to amend the Agreeimeatcordance with the terms and
conditions set forth in this Amendment. If the teramd conditions set forth in this Amendment shalin conflict with the Agreement, the
terms and conditions of this Amendment shall cdnfay terms in initial capital letters or all cagii letters used as a defined term but not
defined in this Amendment, shall have the meangidgasth in the Agreement. Upon execution of thiméndment by the parties, any
subsequent reference to the Agreement betweerattiepshall mean the Agreement as amended bythendment. Except as amended by
this Amendment, the terms and conditions set fiorthe Agreement shall continue in full force afffiéet according to their terms.

CSG AND CUSTOMER AGREE AS FOLLOWS:
1. The terms of this Amendment shall apply onlyhwiéspect to CIT(R).

2. Schedule C and all references to the CCS Prsdlutihe Agreement are hereby amended to include'sCSustomer Interaction Tracking
(CIT) licensed software, which is a module offergith ACSR that provides enhanced methods for tragkine interaction with the customer
base. It provides note taking functionality as vesllan interaction history feature that allows Hjmeactions to be recorded in a transaction
history log. CIT also allows for the schedulingoostomer call backs. These call backs can be reddw management as well as moved
between CSRs.

3. Customer shall be licensed to use CIT on oneteahfifty (150) workstations at its System Sit&&d50 N. Cumberland, Suite 300,
Chicago, IL 60656.

4. The term of this Amendment and Customer's liegasise CIT shall terminate on January 31, 199@nthe parties' mutual consent, the
term of Customer's license to use CIT in the maseeforth herein or in any other manner (e.ga gervice bureau capacity) may be extel
pursuant to a separately executed document.

5. Schedule D is hereby amended to include theviatlg fees for CIT:

. Number of Customer's users of CIT during thigl tpieriod shall be a maximum of one-hundred fift$) located at Customer's Chicago
System Site.



. CIT usage fee for this trial period shall be ({%***) dollars.

. Fees for any extension of the total period beydartbary 31, 1999 will be negotiated.

. CIT fees do not include any user workstation .

. CIT fees do not include network communicationrglea.

. CIT fees include third party software, serverdwaare, system operation, project management, iastad, computer based training, report
software for two (2) users.

6. Exhibit C-2 of the Agreement shall be amendeidd¢tude the Designated Environment set forth belomCIT, and Customer shall receive
CSG's standard CIT installation, training and supgervices.

DESIGNATED ENVIRONMENT

DESIGNATED ACSR FAMILY OF PRODUCTS ENVIRONMENT

1. ACSR.

2. Customer Interaction Tracking (CIT).

3. ACSR Telephony.

4. Computer Based Training (CBT).

5. Application Object Interface (AOI).

6. Additional Data Facility (ADF) [NOT AVAILABLE ATTHIS TIME].

IMPORTANT NOTES:

1. The following applies only in regards to the CR®ducts actually licensed by Customers under SWHEE C of their contracts and may
be subject to change as the specific hardware gumafiion cannot be completely identified and cedifuntil after the business requirements
of Customer are determined during the pre-instatatisit

2. The Support Services do not include supportef@CS Products if used outside the Certified Degigd Environment (i.e. other hardware,
software, or other modifications have been intraedlisy Customer that are outside the certified Degigd Environment). In such a case, (
may agree to provide customized technical suppor€EG's therturrent fees for such services.

PRODUCT COMPATIBILITY MATRIX - (Yes indicates therpduct is available on the indicated client workistaplatform; date indicates
the estimated date available).

ggoduct Windows NT Apple Macintosh SUN Solaris Windows
ACSR Yes 3) Yes Yes

CIT Yes (1) ) 4) Yes
Telephony Yes No No No

ADF (2) ) ) (2

ACSR CBT Yes No Yes Yes

CIT CBT Yes No Yes Yes
Telephony CBT Yes N/A N/A N/A

AOI w/DDE Yes N/A N/A Yes




AOI w/TCPIP  Yes 3) Yes Yes

1. CIT coexistence with Telephony (no Telephonycfffefunctionality).

2. Not Available at this point in time.

3. Available under existing contracts only.

4. Availability subject to Statement of Work (SOWg)convert application to SUN Solaris.

Client Workstation Hardware, Memory, and Video Secton:

A. HARDWARE:

WINDOWS NT & 95 PLATFORM HARDWARE: Compagq, and IBBusiness Class computers designated as MicrosaftidMis NT
certified are supported for the Windows 95 and NISR platforms. Four examples are shown below:

1) Compaq Deskpro 2000 Pentium (133 MHz minimum).

2) IBM PC350 Pentium (133 MHz minimum).

3) IBM PC300PL Pentium (200 MHz) - Replacementdimcontinued model PC350.

4) Compaqg Deskpro 4000N Pentium 233 MHz [Windows\Fsion 4.0 platform only].

UNIX PLATFORM HARDWARE:
1) Sun Ultra 5 11/97 and 8/97 MHz, Solaris Versiah.1.
2) Ultra Sparc 1, model 170, Solaris 2.5.1.

MACINTOSH PLATFORM HARDWARE:
1. Apple 7600 Power Macintosh.

Client Workstation Hardware Notes:
1) CD ROM recommended for all workstations exceptnpaq Deskpro 4000N.
2) Personal Computers with 100 MHz bus speeds bauptovided to CSG for approval.

B. WORKSTATION MINIMUM MEMORY (RAM)

1. 32MB (with Windows 95 and UNIX SUN Solaris) - s\snes ACSR is the only application running on tegktbp. Clients running
additional desktop applications are recommendédtate 64 MB.

2. 64MB (with Windows NT Version 4.0 and Apple Maitish).

C. WORKSTATION MINIMUM HARD DRIVE SPACE
1. 1.2 Gigabyte of Hard Drive space available f@SR.

D. WORKSTATION MINIMUM VIDEO REQUIREMENTS
1. Minimum video resolution supported 1024 x 76856 colors, small font.
2. Minimum 15" SVGA monitor (17" for Apple MAC).

Workstation Software Section:

WINDOWS NT AND 95 WORKSTATIONS:

1. Microsoft Windows NT Version 4.0 w/ Service Packpplied (note:

Telephony workstations running Applications Admtrasion Screens require 16 bit drivers).
2. NetManage Chameleon Hostlink Version 7.0.2 (Witimdows NT or 95).

3. Microsoft Windows 95 w/ Service Pack 1 and ther€l32 update applie






UNIX SUN SOLARIS WORKSTATIONS:

1. Solaris Version 2.5.1 (see workstations above).
2. Brixton 3270 client for Solaris Version 3.0.1n%the HLLAPI environment.
3. Open Windows.



APPLE MACINTOSH WORKSTATIONS:

1. Macintosh Operating System Version 7.6.1.
2. Macintosh Irma Version 5.11.

ADDITIONAL WORKSTATION SOFTWARE TO SUPPORT TELEPHON Y:

(Note: Telephony workstations running Applicatigkdministration Screens require 16 bit drivers)
1. Oracle SQL*NET V2.1.4.1.4 for NT runtime (withikdows NT).

2. Oracle SQL Forms V4.5.6.5.5 for NT runtime (wWithindows NT).

3. Forest & Trees 4.1 (with Windows NT) (Optionaporting tool for PCs doing reporting queries).

ADDITIONAL WORKSTATION SOFTWARE TO SUPPORT CIT:

1. Oracle SQL*NET V2.1.4.1.4 runtime (with NT or)3%or PCs with Forest & Trees).
2. Forest & Trees 4.1 (with Windows NT or 95) (@pial reporting tool for PCs doing reporting queries

ACSR Server(s) Section:

1. SUN Sparc 20.

2. SUN Sparc 1000E.

3. Ultra Sparc 1 - model 170 only.

4. Ultra Sparc 2.

5. Ultra Sparc 3000. (Server model, number of CPusmnory, and disk storage are based on individustoener requirements.)
(CDROM required for all servers)

Note: The SUN Sparc 20 and SUN Sparc 1000E arengel sold by SUN but are supported by C

ACSR/CIT Server(s) Array Section:

1. Software - Veritas Volume Manager (a.k.a. Sutefise Volume Manager) bundled with Sun SSA Meddl2, 114, and 214.
2. Hardware - Sun SSA Models 112, 114, and 214.

Server Software Section:

1. Solaris V2.5.1

2. Samba V1.9.15 p8 (with NT or 95).

3. Brixton Server PU2.1 for Solaris (Release 4ubning in 2.3.2 mode (both core and session comgemequired).

4. Brixton 3270 Client for Solaris (Version 3.0.1(2 copy required for trouble shooting and 1 copyuired for each mainframe printer if
printing through TCP/IP).

5. Hewlett Packard Solaris Jet Admin software R203.15.

ADDITIONAL SERVER SOFTWARE TO SUPPORT CIT OR ADF:

1. Oracle V7.3.3 runtime.
2. Platinum EPM Agent V3.1.0
3. Tuxedo V6.1



ADDITIONAL SERVER SOFTWARE TO SUPPORT TELEPHONY (WI NDOWS NT 4.0 ONLY):
1. Oracle V7.3.2.1 runtime.

2. Tuxedo V 6.1.(With NT or 95)

3. Platinum EPM Agent V3.1.0

4. Platinum Autosys agent V3.3 release 5

5. Postalsoft V 5.00

Distribution Server and Software Section:

1. SPARCstation 5/170Mhz, 64M RAM, 2.1G hard dri8elaris V2.5.1
2. A CD ROM drive is required for all distributicrervers.

Note: The SPARCstation 5/170Mhz is no longer sgd&bIN, but is still supported by CS

CONCENTRATORS:

1. BayNetworks (Synoptics) 2813-04 (managed 16-gtrérnet hub).

2. BayNetworks (Synoptics) 2803 (passive 16-poneHiet hub).

3. BayNetworks (Synoptics) 800 (passive 8-port Ethehub).

4. BayNetworks (Synoptics) 2712B-04 (managed 1@4o&en ring hub).
5. BayNetworks (Synoptics) 2702B-C (passive 16-pukén ring hub).

NETWORK CARDS/DEVICES:

1. 3Com Etherlink cards.

2. SUN Fast Ethernet 10/100M.

3. SUN Token Ring 4/16M.

4. SUN Single Ring FDDI Interface.

5. SUN Dual Ring FDDI Interface.

6. Hewlett Packard Jet Direct EX [Printer Interflace

PRINTERS:

1. IBM 4226 - 533 characters per second [Work Omtarter] (cps).
2. Lexmark 4227- 533 cps. [Work Order printer]

3. IBM 6400 model 005. [Work Order printer]

4. 1BM 6400 models 008 and 012. [Reports printer]

5. Hewlett Packard LaserJet5. [Screen Print pijinter

6. Okidata ML 320. [Cash Register Receipts printer]

ROUTERS:
1. Cisco 2501, 2509, 2511, 2514, 4500.

THIS AMENDMENT IS EXECUTED ON THE DAY AND YEAR FIRS T SHOWN ABOVE.
CSG SYSTEMS, INC. ("CSG") TClI CABLE MANAGEMENT CORP ORATION

("CUSTOMER?)

BY: /'Sl JOHN P. POGGE BY: /'SI SCOTT D. BESSELI EVRE
NAMVE:  JOHN P. POGGE NAME: SCOTT D. BESSELI EVRE
TI TLE: PRESI DENT TI TLE: EXECUTI VE DI RECTOR, CUSTOVER OPERATI ONS



TENTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCl CABLE MANAGEMENT CORPORATION

This Tenth Amendment (the "Amendment") is execuitésl 30th day of October, 1998, and is made bytmtdeen CSG Systems, Inc., a
Delaware corporation ("CSG") and TCI Cable Managen@orporation ("Customer”). CSG and Customer ecténto a certain Restated and
Amended CSG Master Subscriber Management SystemefAwgnt dated August 10, 1997, which has subseguseh amended pursuant to
separately executed amendments (collectively, Agee'ement”), and now desire to amend the Agreeimeatcordance with the terms and
conditions set forth in this Amendment. If the teramd conditions set forth in this Amendment shalin conflict with the Agreement, the
terms and conditions of this Amendment shall cdnfay terms in initial capital letters or all cagii letters used as a defined term but not
defined in this Amendment, shall have the mean@idasth in the Agreement. Upon execution of thiméndment by the parties, any
subsequent reference to the Agreement betweerattiegpshall mean the Agreement as amended bAthedment. Except as amended by
this Amendment, the terms and conditions set fiorthe Agreement shall continue in full force afffidet according to their terms.

CSG AND CUSTOMER AGREE AS FOLLOWS:

1. EXHIBIT S-1 OF THE AGREEMENT SHALL BE AMENDED TANCLUDE THE FOLLOWING FOUR
(4) SYSTEM LOCATIONS AT WHICH CUSTOMER IS LICENSEDO USE THE CSG INFOEXPRESS SOFTWARE PURSUANT TO
THE TERMS AND CONDITIONS OF THE AGREEMENT, INCLUDIE, BUT NOT LIMITED TO, SCHEDULE S THERETO:

CHICAGO, IL
DALLAS, TX
FIFE, WA
BALTIMORE, MD

THIS AMENDMENT IS EXECUTED ON THE DAY AND YEAR FIRS T SHOWN ABOVE.

CSG SYSTEMS, INC. ("CSG") TCI CABLE MANAGEMENT CORP ORATION
("CUSTOMER?)

BY: /sl JOSEPH T. RUBLE BY: /'s/ SCOTT D. BESSELI EVRE
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THIRTEENTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Thirteenth Amendment ("Amendment") is executead 31st day of December, 1998, and is made Hybatween CSG Systems, Inc., a
Delaware corporation ("CSG") and TCI Cable Managen@orporation ("Customer"). CSG and Customer ecténto a certain Restated and
Amended CSG master Subscriber Management SystesefAgnt dated August 10, 1997, which has subsegum#h amended pursuant to
separately executed amendments (collectively, Agee'ement”), and now desire to amend the Agreeimeatcordance with the terms and
conditions set forth in this Amendment. If the teramd conditions set forth in this Amendment shalin conflict with the Agreement, the
terms and conditions of this Amendment shall cdnfay terms in initial capital letters or all cagii letters used as a defined term but not
defined in this Amendment, shall have the meangidgasth in the Agreement. Upon execution of thiméndment by the parties, any
subsequent reference to the Agreement betweerattiepshall mean the Agreement as amended bythendment. Except as amended by
this Amendment, the terms and conditions set fiorthe Agreement shall continue in full force afffiéet according to their terms.

CSG and Customer agree as follows:

1. Schedule D of the Agreement shall be amendétthode the fees set forth below for CSG's Statdreepress/TM/ software which
Customer is licensed to use pursuant to Schedofetfie Agreement.

CSG Statement Express/TM/ (Note 1)

Perpetual License Fees--For CSR Use

0 to 100 workstations $(+**) per CSR workstation
101 to 500 workstations $(+*+*) per CSR workstation
501 to 1500 workstations $(***) per CSR workstation
1500 and greater workstations $(***) per CSR workstation
Annual Software Maintenance 20% of Lic ense Fees

Monthly Statement Archive Fee $(**) per data frame (Note 2)

(includes semi-annual archival CD-ROM)

(Note 1): CSG shall not increase any of the feefosth herein prior to January 1, 2000. Thereattee fees set forth herein shall be subject to
increases in accordance with Section 4 of the Agesd.

#4024
3/17/99

1
CONFIDENTIAL AND PROPRIETARY INFORMATION--FOR USE B Y AUTHORIZED EMPLOYEES
OF THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL D ISTRIBUTION WITHIN
OR OUTSIDE THEIR RESPECTIVE COMPANIES.
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. Remote installation services support set fortBxhibit T-3 shall be provided on a time and matdoasis at CSG's then current rates.
. If additional on-site support is requested bytGuoner, it may be provided on a time and materialidat CSG's then current rates.

Pilot System Site:

The following terms shall apply with respect to ¢hg System Site, which is referred to herein &s"Bilot System Site", during the periods
described below. At all times thereafter, the teamd conditions of the Agreement, including, butlimited to Schedule T, shall govern
Customer's use of the Statement Express Product:

a. Customer shall select the Pilot System Site,ratifly CSG of such selection in writing, no latean January 31, 1999.
b. The Pilot System Site shall have no more thamgndred thousand (600,000) basic subscribers.

c. Customer shall purchase a minimum of one hunsised (0) licenses of CSG Statement Express aica pf $(***) per CSR workstation.
CSG shall invoice Customer for such licenses orf@@nmencement Date".

d. CSG shall waive the annual software maintenandde one hundred sixty
(160) licenses through December 31, 1999. Annualace maintenance on the one hundred sixty (li66hses shall commence being billed
on January 1, 2000.

e. CSG will lower the monthly statement archivetfe&(***) for the period of January 1, 1999 thrduBecember 31, 1999.

For purposes of this Thirteenth Amendment, "thmt&€ommencement Date" shall be deemed to be theeughain which CSG Statement
Express and other >Products and Services contezdgbgtthis Thirteenth Amendment are fully instalied! operational. CSG shall invoice
Customer for such licenses on the "Commencememt'Dat

THIS AMENDMENT is executed on the day and yeanfalsown above.

CSG SYSTEMB, INC. ("CSG')

By: /s/ Joseph T. Ruble

Name: Joseph T. Ruble

Title: V.P. & General Counsel

#4024
3/17/99

TCl CABLE MANAGEMENT CORPORATI ON
(" Custoner")

By: /s/ Jerry Kulin

Name: Jerry Kulin

Title: Exec. Dir. Billing Syst.

CONFIDENTIAL AND PROPRIETARY INFORMATION--FOR USE B Y AUTHORIZED EMPLOYEES
OF THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL D ISTRIBUTION WITHIN
OR OUTSIDE THEIR RESPECTIVE COMPANIES.
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FOURTEENTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Fourteenth Amendment (the "Amendment") is exedt this 8th day of December, 1998, and is madenbybetween CSG Systems, Inc.,
a Delaware corporation ("CSG") and TCI Cable Mamagyet Corporation ("Customer"). CSG and Customegrentinto a certain Restated
and Amended CSG Master Subscriber Management Sysgeeement dated August 10, 1997, which has sulesgbybeen amended
pursuant to separately executed amendments (d¢edictthe "Agreement”), and now desire to ameralAlgreement in accordance with the
terms and conditions set forth in this Amendmeéfithé terms and conditions set forth in this Ameedirshall be in conflict with the
Agreement, the terms and conditions of this Amenarskall control. Any terms in initial capital lets or all capital letters used as a defined
term but not defined in this Amendment, shall htheemeaning set forth in the Agreement. Upon exeoudf this Amendment by the parties,
any subsequent reference to the Agreement betwegpatties shall mean the Agreement as amendddsfnmendment. Except as amended
by this Amendment, the terms and conditions sehfiorthe Agreement shall continue in full forcedagffect according to their terms.

CSG and Customer agree as follows:

1. Customer desires to receive CSG's CSG TicketdsspT M) service, which automates Pay-P&w movie and event ordering functiona
by enabling subscribers' orders to be placed thrautpll-free number which is processed through B®ding system without live agent
intervention. Therefore, the definition of "Sengtén the Agreement shall be amended to include Tiet Express, and Schedule D of the
Agreement shall be amended to include the fee€ &b Ticket Express that are set forth in ParagBpélow.

2. Customer shall receive the CSG Ticket Expresscgefor a term commencing on the date of exeoutibthis Amendment and ending on
December 31, 2006. Although the term set fortthia paragraph 2 is different from the term setifant Section 15 of the Agreement, the rest
of the terms and conditions of the Agreement, idiclg, but not limited to, Section 17(d), shall appiith respect to Customer's use of CSG's
Ticket Express.

3. Schedule D of the Agreement shall be amendéatthode the following fees for CSG Ticket Expres€(T

A. Monthly Transaction Fees:

a. Volume of: 0 to 1,000,000 completed Pay-Per-\{ERV) transactions:
. Base Service Fee $(***) per completed PPV tratisac

(Note 1)

. PIN Usage Fee (optional) $(***) per call using’EN (Note 2)

b. Volume of: 1,000,001 and greater completed Ray\Wew (PPV) transactions:
. Base Service Fee $(***) per completed PPV tratisac
(Note 1)

10.



. PIN Usage Fee (optional) $(***) per call using’lN (Note 2)
(Note 1):
Base Service Fee includes the following:

- Data Link/Host Connection

- Custom Greeting

- Database Configuration (voice file recording/mgeraent)
- Title Insertion- Movies

- ANI performance reports/statistics

- One (1) Project Manager until March 31, 2000

(Note 2):
The PIN usage fee is an incremental charge thatdaddition to the Base Service Fee. The PIN usagevill be charged to Customer on a per
call basis, regardless of whether a PPV transattioompleted or not completed.

¢. Monthly Transaction Fee Minimum:
Beginning January 1, 2000 and continuing until Delser 31, 2006, Customer shall be responsible fgingea minimum of $(***) per
calendar quarter in Monthly Transaction Fees foGO%cket Express.

d. If, subsequent to the date of this Amendmenst@uer executes additional amendment(s) pursuamhitth CSG provides additional
capability related to CSG Ticket Express, any Moniiransaction Fees paid by Customer for such adit capability shall apply towards
the quarterly minimum set forth in Paragraph 3(Agloove.

B. Other Fees:

. Call Re-Direct Fee $ (***) per re-directed caltSup

. Fee for Promotions $ (***) per promotion

. Promotion/Special Messages $ (***) per messagle Ti
. Insertion-Special Events $ (***) per event

C. Installation Fees: (***)

4. Customer shall not be responsible for payingeke set forth in paragraph 3.A and 3.B abovd @8(G's CSG Ticket Express service is
initiated.

5. The $(***) minimum monthly fee commitment for Buitrak Pay-Per-View Service that is set forth ecton 17 of Schedule D shall be
deleted upon execution of this Amendment.

6. With respect to CSG Ticket Express only, thet fientence of Section 4 of the Agreement shalldbeted in its entirety and replaced with
the following:

CSG shall not adjust any of the fees specifiedcine8Bule D or otherwise specified in the scheduiler po January 1,1999.
THIS AMENDMENT is executed on the day and yearnfalsown above.
CSG SYSTEMS, INC. ("CSG") TCI CABLE MANAGEMENT CORP ORATION

("Customer")

By: /sl Joseph T. Ruble By: /'s/  Ann NMont gomery

11.



Narme: Joseph T. Ruble Name: Ann Mont gomery

Title: V.P & CGeneral Counsel Title: SVP Fulfillnment Svcs.

TCl Communi cations, Inc.

12.
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SEVENTEENTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Seventeenth Amendment (the "Amendment") i€etes this 31st day of December, 1998, and is rbgdend between CSG Systems,
Inc., a Delaware corporation ("CSG") and TCI Ca#nagement Corporation ("Customer”). CSG and Custantered into a certain
Restated and Amended CSG Master Subscriber Manag&ystem Agreement dated August 10, 1997, whishshhsequently been
amended pursuant to separately executed amend(ushéstively, the "Agreement”), and now desireatoend the Agreement in accordance
with the terms and conditions set forth in this Amment. If the terms and conditions set forth inefaiment shall be in conflict with the
Agreement, the terms and conditions of this Amenarskall control. Any terms in initial capital lets or all capital letters used as a defined
term but not defined in this Amendment, shall htheemeaning set forth in the Agreement. Upon exeoudf this Amendment by the parties,
any subsequent reference to the Agreement betwegpatties shall mean the Agreement as amendddsfmendment. Except as amended
by this Amendment, the terms and conditions sehfiorthe Agreement shall continue in full forcedaffect according to their terms.

1. For the fees set forth in paragraph 4 belowiarstcordance with the terms and conditions ofAgeeement, CSG hereby grants to
Customer a site license pursuant to which Custonagruse ACSR on two houndred and twenty five (2@&kstations. Therefore, as of the
date of execution of this Amendement, Customepussuant to the multiple site licenses grantedrgddhe date of execution of this
Amendment, entitled to use ACSR on a total of Bousand three hundred twenty five (6,325) worksiesti

2. CSG shall provide Customer one (1) master cépyGSR for the purpose of installing ACSR on thethundred twenty five (225)
workstations referenced above.

3. The System Sites at which Customer will be Isgghto use ACSR pursuant to paragraph 1 abovéeill

System Site Workstations
Tulsa, Oklahoma 20
Lee's Summit, Missouri 45
Mesa, AZ 90
Atlanta, GA 10

San Antonio 60
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4. The fees to be paid by Customer for the additisite license of 225 workstations of ACSR aréoilews:

ACSR Perpetual License Fees

225 workstations $(***)

($(***) per workstation)

ACSR Annual Maintenance Fees

Twenty percent (20%) of License Fees

Agreed and accepted this 31/st/ day of Decemb&8 b9:

CSG SYSTEMS, INC. ("CsG') TCl CABLE MANAGEMENT CORPORATI ON
(" Customer")
By: /s/ Joseph T. Ruble By: /s/ Ann Montgonery
#4160
12/31/98
2

CONFIDENTIAL AND PROPRIETARY INFORMATION--FOR USE B Y AUTHORIZED EMPLOYEES
OF THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL D ISTRIBUTION WITHIN
OR OUTSIDE THEIR RESPECTIVE COMPANIES.
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NINETEENTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Nineteenth Amendment (the "Amendment”) is exed this 31st day of December, 1998, and is mgdmtd between CSG Systems, |

a Delaware corporation ("CSG") and TCI Cable Mamagyat Corporation ("Customer"”). CSG and Customegredtinto a certain Restated
and Amended CSG Master Subscriber Management Sysgeeement dated August 10, 1997, which has sulesgtybeen amended
pursuant to separately executed amendments (d¢edictthe "Agreement"), and now desire to ameralAlgreement in accordance with the
terms and conditions set forth in this Amendmethe terms and conditions set forth in this Ameedtrshall be in conflict with the
Agreement, the terms and conditions of this Amenudrskall control. Any terms in initial capital lets or all capital letters used as a defined
term but not defined in this Amendment, shall htheemeaning set forth in the Agreement. Upon exeoudf this Amendment by the parties,
any subsequent reference to the Agreement betwegpatties shall mean the Agreement as amendddsfmendment. Except as amended
by this Amendment, the terms and conditions sehfiorthe Agreement shall continue in full forcedaffect according to their terms.

CSG and Customer agree as follows:

1. For the fees set forth in paragraph 3 belowiarstcordance with the terms and conditions ofAgeeement, CSG hereby grants to
Customer a site license pursuant to which Custanagruse ACSR on one thousand five hundred (1,500stations. Therefore, as of the
date of execution of this Amendment, Customerusspant to the multiple site licenses granted pgodhe date of execution of this
Amendment, entitled to use ACSR on a total of seéhensand eight hundred twenty five (7,825) worste.

2. CSG shall provide Customer one (1) master cdpyGSR for the purpose of installing ACSR on theedhousand five hundred (1,500)
workstations referenced above.

3. The fees to be paid by Customer for the addilisite license of 1,500 workstations of ACSR adodlows:

ACSR Perpetual License Fees

1,500 workstations 5(***)

($(***) per workstation)

ACSR Annual Maintenance Fees

Twenty percent (20%) of License Fees
THIS AMENDMENT is executed on the day and yeanfalsown above.

#4199
12/31/98
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CSG SYSTEMS, INC. ("CSG') TCl CABLE MANAGEMENT CORPORATI ON
(" Custoner")

By: /s/ Joseph T. Ruble By: /s/ Ann Montgonery
Name: Joseph T. Ruble Name: Ann Mont gonery
Title: V.P. & General Counsel Title: SVP Fulfillment Svcs.
#4199
12/31/98
2
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EXHIBIT 2.26
SECOND AMENDMENT TO LOAN AGREEMENT

THIS SECOND AMENDMENT TO LOAN AGREEMENT (this "Amaiment") is made and entered into as of Novembet 383, by and
among CSG SYSTEMS, INC., a Delaware corporatior5GC), and CSG SYSTEMS INTERNATIONAL, INC., a Delagaorporation
("Holdings"), as co-borrowers on a joint and selvbessis (each individually being from time to timeferred to herein as a "Borrower" and
collectively as the "Borrowers"), the Lenders narirethe Loan Agreement (as defined below), and B¥8 (formerly known as Banque
Paribas), not in its individual capacity but sol@lyits capacity as the agent on behalf of the leesdin such capacity, the "Agent").

RECITALS

A. The Borrowers, the Lenders and the Agent hatered into that certain Loan Agreement dated &eptember 18, 1997 (as amended by
that certain First Amendment to Loan Agreementdlageof November 21, 1997, and as such may besfuatihended, modified,
supplemented or restated from time to time, theatLAgreement"), by and among the Borrowers, theleenand the Agent, pursuant to
which the Lenders have extended and have agremddod and make available to the Borrowers ceadiances of credit in accordance with
their respective Commitments and upon the termscanditions set forth in the Loan Agreement andatier Loan Documents.

B. The Borrowers have requested that the Lendeendnthe Loan Agreement as provided below.

C. The Lenders and the Agent are willing to accomiate the Borrowers' requests, but only on the temassubject to the conditions
specified herein. Capitalized terms not otherwisingd herein shall have the same meanings givendb terms in the Loan Agreement.

AGREEMENT

NOW, THEREFORE, in consideration of the foregoiagitals and the mutual covenants herein set farttl,intending to be legally bour
the parties hereto agree as follows:

1. AMENDMENTS TO LOAN AGREEMENT.
(A) AMENDMENTS TO SECTION 1.1 (DEFINED TERMS).

(I) A new defined term "Data Center Capex" is adtte8ection 1.1 of the Loan Agreement immediateliofving the defined term "Custorr
Services Client," to read as follows:

" Data Center Capex" shall have the meaning s#ét forSUBSECTION 8.8(B).

(I The definition of the term "Excess Cash Floeréentage" is amended to delete the term "1.50: 208 to replace such term with
"1.75:1.00."
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(1) The definition of the term "Fixed Charge Coage Ratio" is deleted in its entirety and replas@t the following:

"Fixed Charge Coverage Ratio" means, as calculptaderly as of the last day of each Fiscal Quanea rolling four (4) quarter basis, the
ratio of (a) an amount equal to (i) Operating Ckdiw plus (ii) the SUMMITrak/Phoenix Capex Adjustmelus (iii) the
SUMMITrak/Phoenix Expense Adjustment plus (iv) D&tanter Capex made during such period to (b) Fearges.

(IV) The definition of the term "Interest CoveraBatio” is deleted in its entirety and replaced vtité following:

"Interest Coverage Ratio" means, as calculatedepygas of the last day of each Fiscal Quartea oalling four (4) quarter basis, the ratio of
(a) an amount equal to (i) Operating Cash Flow filuthe SUMMITrak/Phoenix Capex Adjustment plii§ the SUMMITrak/Phoenix
Expense Adjustment plus (iv) Data Center Capex ngadieg such period to (b) Net Interest Expense.

(B) AMENDMENT TO SECTION 8.3 (LOANS AND INVESTMENTS The words "equal to $25,000,000" set forth im&action 8.3(d) of
the Loan Agreement are deleted and replaced wéthvtirds "up to $35,000,000."

(C) AMENDMENT TO SECTION 8.8 (CAPITAL EXPENDITURESEection 8.8 of the Loan Agreement is deletedsirmtirety and
replaced with the following:

SECTION 8.8 CAPITAL EXPENDITURES. (A) Except as etlvise provided in
Section 8.8(b), the Borrowers shall not, and shatlpermit any of their respective Subsidiariestiake or commit to make Capital
Expenditures during any of the following Fiscal Yea excess of the following amounts:

FISCAL YEAR CAPITAL EXPENDITURES
1998 $20,000,000

1999 $25,000,000

2000 $30,000,000

2001 and thereafter $35,000,000

plus any unutilized portion of the immediately prding Fiscal Year's permitted Capital Expenditymexided that any such unutilized
portion carried forward shall not for any FiscalaYexceed $5,000,000. For purposes of this SECT8@Mnly, the term "Capital
Expenditures" shall mean an amount equal to "Clagkpenditures,” as defined in SECTION 1.1 of thgreement, exclusive of the amount
of the SUMMITrak/Phoenix Capex Adjustment.

(B) In addition to and without limiting the Capitakpenditures permitted to be made pursuant to EIBION 8.8(A), the Borrowers may
make Capital

14.



Expenditures up to an aggregate amount of $20,000r0the aggregate for both of Fiscal Years 19892000 for the sole purpose of
constructing (including site acquisition and pregian) and equipping (including capitalized softe)aa new data center for the Borrowers
(the additional Capital Expenditures permitted parg to this subsection (b) being referred to Imeasithe "Data Center Capex").

(D) AMENDMENT TO SECTION 8.9 (RESTRICTED PAYMENTSSection 8.9 of the Loan Agreement is deletedsirittirety and
replaced with the following:

SECTION 8.9 RESTRICTED PAYMENTS. Unless the Borrosvghall have delivered to the Agent in accordamite SUBSECTION 7.1(D
a Compliance Certificate certifying that (a) thevemge Ratio as calculated as of the last dayeoinimediately preceding Fiscal Quarter is
less than 1.50 and

(b) no Default or Event of Default shall have ocedrand be continuing, Holdings shall not, andlsiatl suffer or permit any of its
Subsidiaries (other than a wholly-owned Subsiditmyfeclare or make any dividend payment or odlitribution of assets, properties, cash,
rights, obligations or securities on account of ahgires of any class of its Stock (provided thdtiigs may declare and pay a dividend
payable solely in shares of common stock of Holgliagd cash in lieu of any fractional shares rasyfiiom such dividend payment), or
purchase, redeem or otherwise acquire for valueshages of its Stock or any warrants, rights oromstto acquire such shares, now or
hereafter outstanding; provided, however, that Hgisl from time to time (i) may repurchase its Stfrckn the public at fair market value in
an aggregate amount for all such transactionsonex¢eed $20,000,000 and (i) may re-purchase shdrtRestricted Stock" and
"Performance Stock" sold pursuant to the CSG Emgadytock Purchase Plan from a holder of such Sthadse employment with Holdings
and its Subsidiaries has terminated; providedttietepurchase price paid for any such RestricteckSr Performance Stock shall not
exceed, in the case of Performance Stock, the psecprice initially paid by such Person for suctfd?mance Stock or, in the case of
Restricted Stock, the higher of the purchase pritially paid by such Person for such Restrictédc® or the Book Value (as defined in the
applicable purchase agreement) of such RestridtmakS

2. LIMITED AMENDMENT; FULL FORCE AND EFFECT. Eachfdhe amendments set forth in this Amendment d¥®limited precisely
as written and shall not be deemed (a) to be amdment, consent or waiver of any other term or @¢amdof the Loan Agreement or the
other Loan Documents, to prejudice any right oredynwhich the Agent or the Lenders may now haveay have in the future under or in
connection with the Loan Agreement or the otherm_Bacuments or

(b) to be a consent to any future amendment, comsemaiver or departure from the terms and coadgiof the Loan Agreement or the other
Loan Documents. This Amendment shall be constrmaxnnection with and as part of the Loan Documeartd all terms, conditions,
representations, warranties, covenants and agresisetiforth in the Loan Documents, except as havaived or amended, are hereby
ratified and confirmed and shall remain in fullderand effect.
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3. REPRESENTATIONS AND WARRANTIES. In order to inthithe Agent and the Lenders to enter into this Wangent, each of the
Borrowers hereby jointly and severally represents@arrants to each Lender and the Agent as follows

(A) CORPORATE POWER AND AUTHORITY. Each of the Bowers has all requisite corporate power and authtirienter into this
Amendment and to carry out the transactions conegeuh hereby. The certificates of incorporation bythws of each of the Borrowers have
not been amended since September 18, 1997.

(B) AUTHORIZATION OF AGREEMENTS. The execution adélivery of this Amendment and the performance tiehave been duly
authorized by all necessary corporate action ompéneof the Borrowers.

(C) NO CONFLICT. The execution and delivery by B@rowers of this Amendment and the performancéhbyBorrowers of the Loan
Agreement as amended hereby do not and will naraeene (i) any law or regulation binding on oreatfng either Borrower or any of its
Subsidiaries, (ii) the certificate of incorporationby-laws of either Borrower or its Subsidiari@s) any order, judgment or decree of any
court or other agency of government binding onegitBorrower or its Subsidiaries or (iv) any contuat restriction binding on or affecting
either Borrower or its Subsidiaries.

(D) GOVERNMENTAL CONSENTS, FILINGS. The executiatelivery and performance by the Borrowers of thisehdment and the
performance by the Borrowers of the Loan Agreemasramended hereby do not and will not require artlyogization or approval of, or oth
action by, or notice to or filing with any Governntal Authority or regulatory body or the consentaf third party which has not yet been
obtained.

(E) BINDING OBLIGATION. This Amendment has been g@xecuted and delivered by each of the Borrowedsisithe binding obligation
of each of the Borrowers, enforceable against eattiem in accordance with its terms, except af sundorceability may be limited by
bankruptcy, insolvency, reorganization, liquidatiomratorium or other similar laws of general apgtion and equitable principles relating to
or affecting creditors' rights generally.

(F) ABSENCE OF DEFAULT AND MODIFICATION OF AGREEMERS WITH OTHER CREDITORS. After giving effect to thi
Amendment, no event has occurred and is continaiingll result from the consummation of the transats contemplated by this
Amendment that would constitute an Event of Defasltlefined in the Loan Agreement. Neither Borrolas modified any agreement with
any creditor of such Person other than (i) by fisendment and (ii) modifications of agreements wigtde creditors made in the ordinary
course of business.

(G) RESTATEMENT OF REPRESENTATIONS AND WARRANTIESIILOAN AGREEMENT. Each Borrower, with respect teth
representations and warranties set forth in ARTIGL& the Loan Agreement, represents and warraatssach of such representations and
warranties is true, correct and complete as ofitlte of this Amendment (except to the extent sepheisentations and warranties expressly
relate to another date or as specifically descrthecein).
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4. REAFFIRMATION. Each Borrower hereby reaffirms @bligations under each Loan Document to whiéh at party.

5. EFFECTIVENESS. This Amendment shall be effectipen the execution and delivery to the Agent obpy of this Amendment by each
Borrower, the Agent and by Lenders representinguiRed Lenders.

6. MISCELLANEOUS.

(A) REFERENCE TO AND EFFECT ON THE LOAN AGREEMENTND THE OTHER LOAN DOCUMENTS. On and after the date
which this Amendment is effective in accordancedWBECTION 5 hereof, each reference in the Loan &ment or the other Loan Docume
to "this Agreement,” "hereunder," "hereof," "heteim words of like import shall mean and be a refiee to such agreement after giving e
hereto.

(B) HEADINGS. Section and subsection headings it Afmendment are included herein for conveniencef#rence only and shall not
constitute a part of this Amendment for any otha@ippse or be given any substantive effect.

(C) APPLICABLE LAW. THIS AMENDMENT SHALL BE GOVERND BY, AND SHALL BE CONSTRUED AND ENFORCED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OEALIFORNIA, WITHOUT REGARD TO CONFLICT OF LAWS
PRINCIPLES.

(D) COUNTERPARTS. This Amendment may be executetbunterparts, each of which when so executed bhaleemed an original, but
all such counterparts together shall constituteometand the same instrument; signature pages endgthched from multiple separate
counterparts and attached to a single counterpattad all signature pages are physically atta¢be¢de same document.

[INTENTIONALLY BLANK]
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WITNESS the due execution hereof by the respechilg authorized officers of the undersigned ashefdate first written above.
BORROWERS:
CSG SYSTEMS, INC., a Delaware corporation

By: [/s/ G A Parker

Name: Greg A. Parker
Title: CFO

CSG SYSTEMS INTERNATIONAL, INC., a Delaware
corporation

By: [/s/ G A Parker

Name: Greg A. Parker
Title: CFO
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AGENT: PARI BAS

By: /s/ Robert N. Pinkerton

Title: Di rector

By:
Printed Name:
Title:

LENDERS: PARI BAS

By: /s/ Robert N. Pinkerton

By:
Printed Name:
Title:

NORWEST BANK COLORADO, N. A

By: /s/ Darlene A. Evans for Kertin Punt

Title: Vice President

BANK OF MONTREAL

By: edriame:
Title:

THE FUJI BANK LIMITED, LOS ANGELES AGENCY

By: /s/ Masahito Fukuda

Title: Joint General Manager
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By:

UNION BANK OF CALIFORNIA, N.A.

By: [/s/ Stender E. Sweeney

Title: Assistant Vice President

NATIONAL CITY BANK

By: [/s/ WIlner J. Jacobs

Printed Name: W/l nmer J. Jacobs

Title: Oficer

CREDITANSTALT CORPORATE FINANCE, INC.

rinte®® Name:

Title:

BANK OF HAWAII

By: /s/ Bernadine M Havertine

CREDIT LYONNAIS NEW YORK BRANCH

By: /s/ Robert Ivosevich

THE LONG-TERM CREDIT BANK OF JAPAN, LTD. LOS

ANGELES AGENCY

By: /s/ Noboru Akahane

Title: Deputy General Manager

BANQUE NATIONALE DE PARIS

By: [/s/ Clive Bettles
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Title: SVP & Manager

By: [/s/ Janice S. H Ho

Printed Nane: Janice S. H Ho

Title: Vice President

BBL (USA) CAPITAL CORP.

By: rinte@ Name:
Title:
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EXHIBIT 10.14

EMPLOYMENT AGREEMENT

This Employment Agreement is made and enteredantthe 17th day of November, 1998, among CSG SYSTHENTERNATIONAL, INC.
("CSGS"), a Delaware corporation, CSG SYSTEMS, INSystems"), a Delaware corporation, and NEAL GNSEN (the "Executive").
CSGS and Systems collectively are referred toisEmployment Agreement as the "Companies”.

* k *

WHEREAS, Systems is a wholly-owned subsidiary o83SSand

WHEREAS, the Executive currently is employed by @@mpanies pursuant to an Employment Agreement evtessn extends through
November 30, 1999, and serves as the Chairmareddlard and Chief Executive Officer of both of @@mpanies; an

WHEREAS, the Companies desire to provide for thetiooed employment of the Executive as their Chairrof the Board and Chief
Executive Officer and to replace the Executivesspnt Employment Agreement with this agreement; and

WHEREAS, the Executive desires to accept such coatl employment upon the terms set forth in thisement;

NOW, THEREFORE, in consideration of the foregoingitals and the respective covenants and agreemithts parties contained in tt
document, the Companies and the Executive agredlaws:

1. Employment and Duties. Each of the Companiestyeemploys the Executive as its Chairman of ther8and Chief Executive Officer
throughout the term of this agreement and agreeause the Executive from time to time to be ebboteappointed to such corporate offices
or positions. The duties and responsibilities ef Executive shall include the duties and respolitséisi of the Executive's corporate offices
and positions referred to in the preceding senterigeh are set forth in the respective bylaws ef @ompanies from time to time, overall
responsibility for the development and implemeptabf the business plans and strategies of the @nimp, and such other duties and
responsibilities consistent with the Executive'gpooate offices and positions referred to in thecpding sentence and this agreement which
the Board of Directors of CSGS (the "Board") frame to time may assign to the Executive. If the &rizve is elected or appointed as a
director of CSGS or Systems or as an officer cgalor of any of the respective subsidiaries ofGoenpanies during the term of this
agreement, then he also shall serve in such cgpacitapacities but without additional compensation

2. Term. The term of this agreement shall begitherdate of this

agreement and shall continue thereafter througlemdber 31, 2001, unless the Executive's employmegguthis agreement is sooner
terminated in accordance with this agreement. CeeBwer 31 of each year during the term of thisemgent, as extended from time to time
pursuant to this sentence, beginning December@9,the term of this agreement automatically aitdomt further action being required
shall be extended by one (1) year unless, notiager one (1) year prior to a particular Decemtere®her CSGS notifies the Executive and
Systems in writing or the Executive notifies then@anies in writing that such extension shall nauw®n such December 31, in which latter
case this agreement shall terminate upon the digiraf its then current term, unless the Exectgieenployment under this agreement is
sooner terminated in accordance with this agreenfaferences in this agreement to the "current'tefrthis agreement shall include both
the original term of this agreement and any autangadtensions of such term which actually have aezlipursuant to this Paragraph 2.

3. Place of Employment. Regardless of the locatfathe executive offices of the Companies duringtdrm of this agreement, the Compa
shall maintain a suitably staffed office for thedgutive in the Denver,
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Colorado, metropolitan area during the term of #jigeement; and the Executive will not be requivétiout his consent to relocate or tran:
his executive office or principal residence frora tmmediate vicinity of the Denver, Colorado, mpttitan area.

4. Base Salary. For all services to be renderetthdExecutive pursuant to this agreement, the Carmpagree to pay the Executive during
the term of this agreement a base salary (the "Balsy") at an annual rate of $350,000 throughebdser 31, 1998, and at an annual rate of
not less than $400,000 after December 31, 199&ijg¢ed, that the Base Salary as then in effect &iwmihcreased as of January 1 of each
calendar year after 1999 during the term of thigament by at least the same percentage that tired Btates Department of Labor
Consumer Price Index (All Items) for All Urban Cansers, 1982-84=100 ("CPI-U") for the November imimégly preceding such January 1
increased over the CPI-U for the November one gadrer. The Board shall review the Base Salatgast annually for the purpose of
determining whether a Base Salary increase gréaarsuch CPI-U increase should be granted to xeeEive for a particular 12-month
period. The Executive's annual incentive bonus igex/for in Paragraph 5 and all other compensatimhbenefits to which the Executive is
or may become entitled pursuant to this agreememnder any plans or programs of the Companies Bhah addition to the Base Salary.

5. Annual Incentive Bonus. As soon as practicafikr ¢ghe execution of this agreement, the Boardtaad=xecutive in good faith shall agree
upon an incentive bonus program for the Executivel©99. Such incentive bonus program shall becedd either in a written supplement to
this agreement signed by the Companies and theuixe®r in such other form as the Companies aadEttecutive may agree upon. The
same procedure shall be followed for subsequernhdal years during the term of this agreementaoan annual incentive bonus program
for the Executive will be in effect throughout tteem of this agreement. The Executive and the Comegaunderstand and acknowledge that,
among other things, such incentive bonus progralivirwblve achievement by the Companies of varifinancial objectives, which may
include but are not limited to revenues and eas)iagd also may include achievement by the Comparfiearious non-financial objectives.
Such incentive bonus program for each calendar st provide the opportunity for the Executivesrn an incentive bonus of not less than
sixty-five percent (65%) of his Base Salary fortsealendar year if the agreed upon objectivesudhgdchieved. The Board from time to
time also may establish incentive compensationnarog for the Executive covering periods of morentbae (1) year, and any such progr:
shall be in addition to the annual incentive bopragram required by this Paragraph 5. For 199&thmial incentive bonus program
previously established by the Companies for thecHtee shall remain in effect.

6. Expenses. During the term of this agreementEieeutive shall be entitled to prompt reimbursenignthe Companies of all reasonable
ordinary and necessary travel, entertainment, #mgl @xpenses incurred by the Executive (in accarelavith the policies and procedures
established by the Companies for their respectwéos executive officers) in the performance ofdisies and responsibilities under this
agreement; provided, that the Executive shall plg@eEcount for such expenses in accordance wélptiicies and procedures of the
Companies, which may include but are not limiteda@mized accountings.

7. Other Benefits. During the term of this agreetntiie Companies shall provide to the Executive l@nctligible dependents at the expense
of the Companies individual or group medical, htpdental, and longerm disability insurance coverages and groupitis&rance coverac
in each case at least as favorable as those c@sevdgch are provided to the other senior execuffieers of the Companies. During the
term of this agreement, the Executive shall beledtio receive a monthly automobile allowance fribia Companies in the amount of
$1,000.00 and also shall be entitled to participagich other benefit plans or programs whichGbenpanies from time to time may make
available to their employees generally or to somallcof their other senior executive officers (ept such programs, such as the 1996
Employee Stock Purchase Plan of CSGS, in whichudixecofficers of CSGS are not eligible to partatip because of securities law reasons).
During the term of this agreement, the Companiedi phy an initiation fee and the monthly dues assessments necessary to provide and
maintain for the Executive a social membership @oantry club or social club in the Denver, Colarachetropolitan area selected by the
Executive; usage charges (such as but not limgeth&rges for meals) imposed by such club shablaie or reimbursed to the Executive to
the extent they fall within the scope of Paragrégnd shall be paid by the Executive without righteimbursement to the extent they are
personal in nature.

8. Vacations and Holidays. During the term of #igseement, the Executive shall be entitled to paid
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vacations and holidays in accordance with the j@sdiof the Companies in effect from time to timetfeeir respective senior executive
officers, but in no event shall the Executive bétled to less than five (5) weeks of vacation dgreach calendar year.

9. Full-Time Efforts and Other Activities. Durine term of this agreement, to the best of histglaind using all of his skills, the Executive
shall devote substantially all of his working tirmed efforts during the normal business hours offbmpanies to the business and affairs of
the Companies and to the diligent and faithful pemiance of the duties and responsibilities assigoddm pursuant to this agreement, except
for vacations, holidays, and sick days. Howeves,EiRecutive may devote a reasonable amount ofrhéstb civic, community, or charitable
activities, to service on the governing bodies@nmittees of trade associations or similar orgaiina of which either or both of the
Companies are members, and, with the prior appivihle Board, to service as a director of otheparations and to other types of activities
not expressly mentioned in this paragraph, so imthe activities referred to in this sentence atonmaterially interfere with the proper
performance of the Executive's duties and respoitigi® under this agreement. The Executive alsaldie free to manage and invest his
assets in such manner as will not require any anhat services by the Executive in the condudhefbusinesses or affairs of the entities
the management of the properties in which suchsimrents are made, so long as such activities dmatgrially interfere with the proper
performance of the Executive's duties and respditigib under this agreement.

10. Termination of Employment.

(a) Termination Because of Death. The Executivagleyment by the Companies under this agreemeffittehminate upon his death. If the
Executive's employment under this agreement terti@sgnizecause of his death, then the Executive'seesthis beneficiaries (as the case may
be) shall be entitled to receive the following cangation and benefits from the Companies:

() The Base Salary through the date of the Exeeldideath;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which kistld occurs (computed as if the Executive
were employed by the Companies throughout suctmdateyear), based upon the number of days in saleimdar year elapsed through the
date of the Executive's death as a proportion 6f 86be paid at the same time that such incebitdreis would have been paid had the
Executive's death not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paiaf #se date of the Executive's death;

(iv) Any other benefits payable by reason of theéirive's death, or to which the Executive otheswnmy be entitled, under any benefit p
or programs of the Companies in effect on the datke Executive's death.

(b) Termination Because of Disability. If the Ex&ea becomes incapable by reason of physical injdisease, or mental iliness of
substantially performing his duties and responiigdl under this agreement for a continuous peoitgix (6) months or more or for more than
one hundred eighty (180) days in the aggregatetpen®r not consecutive) during any 12-month peribdn at any time after the elapse of
such sixmonth period or such 180 days, as the case mapd&oard may terminate the Executive's employrbgrihe Companies under t
agreement. If the Executive's employment underafieement is terminated by the Board becausecbfdigability on the part of the
Executive, then the Executive shall be entitleceteive the following compensation and benefitefftbe Companies:

() The Base Salary through the effective dateuchstermination;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which gaomination occurs (computed as if the
Executive were
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employed by the Companies throughout such caleyeta), based upon the number of days in such caterehr elapsed through the effec
date of such termination as a proportion of 36%hdpaid at the same time that such incentive barmugd have been paid if such termination
had not occurred:;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paif #se effective date of such
termination;

(iv) Continued participation in the following beitgélans or programs of the Companies which majnkaffect from time to time and in
which the Executive was participating as of theetfre date of such termination, to the extent hah continued participation by the
Executive is permitted under the terms and condlitiof such plans (unless such continued participasi restricted or prohibited by
applicable governmental regulations governing glahs), until the first to occur of the cessatidisach disability, the Executive's death, the
Executive's attainment of age sixty-five (65), eefarately with respect to the termination of daaefit) the provision of a substantially
equivalent benefit to the Executive by another exygl of the Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(v) Any other benefits payable by reason of thedttige's disability, or to which the Executive atlvese may be entitled, under any benefit
plans or programs of the Companies in effect oreffective date of such termination.

For purposes of this subparagraph (b), decisiotis mspect to the Executive's disability shall ledmby the Board, using its reasonable ¢
faith judgment; and, in making any such decisibe,Board shall be entitled to rely upon the opiraba duly licensed and qualified physic
selected by a majority of the members of the Bedrd are not employees of either of the Companiesgrof their respective subsidiaries.

(c) Termination for Cause. The Board may termitlagExecutive's employment by the Companies uridg=greement for cause; however,
for purposes of this agreement "cause” shall me&n() the Executive's confession or convictiortloéft, fraud, embezzlement, or other
crime involving dishonesty, (ii) the Executive'segsive absenteeism (other than by reason of @iysjary, disease, or mental illness)
without a reasonable justification,

(iii) material violation by the Executive of theqwisions of Paragraph 11,

(iv) habitual and material negligence by the Exeeuin the performance of his duties and respolisés under or pursuant to this agreement
and failure on the part of the Executive to curehsoegligence within twenty (20) days after hissiptof a written notice from the Board
setting forth in reasonable detail the particute#rsuch negligence, (v) material non-complianceHgyExecutive with his obligations under
Paragraph 9 and failure to correct such nompliance within twenty (20) days after his reteipa written notice from the Board setting fc
in reasonable detail the particulars of such nompuiance, (vi) material failure by the Executivecomply with a lawful directive of the
Board and failure to cure such non-compliance withienty

(20) days after his receipt of a written noticenfrthe Board setting forth in reasonable detailgheiculars of such non-compliance, (vii) a
material breach by the Executive of any of his ¢iduy duties to the Companies and, if such breaduiable, the Executive's failure to cure
such breach within ten

(10) days after his receipt of a written noticenfrthe Board setting forth in reasonable detailghasiculars of such breach, or (viii) willful
misconduct or fraud on the part of the Executivéhimperformance of his duties under this agreeniemo event shall the results of
operations of the Companies or any business judgmade in good faith by the Executive constitutératependent basis for termination for
cause of the Executive's employment under thisesgeat. Any termination of the Executive's employhfencause must be authorized by a
majority vote of the Board taken not later
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than nine (9) months after a majority of the merslwdithe Board (other than the Executive) haveadnowledge of the occurrence of the
event or conduct constituting the cause for suchitetion. If the Executive'smployment under this agreement is terminated éyBtbard fo
cause, then the Executive shall be entitled toivedbe following compensation and benefits from @ompanies:

() The Base Salary through the effective dateuchstermination;

(i) Any other amounts earned, accrued, or owelthéoExecutive under this agreement but not paif ése effective date of such terminati
and

(iii) Any other benefits payable to the Executiyaon his termination for cause, or to which the Exize otherwise may be entitled, under
benefit plans or programs of the Companies in &ffedhe effective date of such termination.

(d) Termination Without Cause Prior to a Chang€ohtrol. If, prior to the occurrence of a Change&ohtrol, the Companies terminate the
Executive's employment under this agreement forraagon other than cause or the Executive's dealisability, then the Executive shall be
entitled to receive the following compensation, éfém, and other payments from the Companies:

(i) The Base Salary through the last day of the tharent term of this agreement (the "Ending Date'be paid at the same times that the
Base Salary would have been paid if such termindtad not occurred; provided, that if the Executienmences employment with another
employer, whether as an employee or as a consuitdot to the Ending Date (for purposes of thisadgaaph 10, the "Other Employment"),
then such payments of the Base Salary shall becegdiiom time to time by the aggregate amount lafrgacash bonus, and consulting fees
received or receivable by the Executive from theeDEmployment for services performed by him duthmgperiod from the commencement
of the Other Employment through the Ending Date;

(i) The Executive's annual incentive bonus for ¢taéendar year in which such termination occursnoated as if the Executive were
employed by the Companies throughout such caleyeta), to be paid at the same time that such ineebbnus would have been paid if
such termination had not occurred and to be notlessthe Executive's annual incentive bonus fercélendar year immediately preceding
the calendar year in which such termination occurs;

(iii) An amount equal to one hundred ninety-fiveqent (195%) of the Base Salary in effect on tlieatifve date of such termination, such
amount to be paid, without interest, to the extdriifty percent (50%) one year after the effectidage of such termination and to the extent of
the remaining fifty percent (50%) two years afteg effective date of such termination.

(iv) Any other amounts earned, accrued, or owatiédExecutive under this agreement but not pamf #se effective date of such
termination;

(v) Continued participation in the following bertgflans or programs of the Companies which mayntedfect from time to time and in whi
the Executive was participating as of the effectlage of such termination, to the extent that staitinued participation by the Executive is
permitted under the terms and conditions of suahg(unless such continued participation is resttior prohibited by applicable
governmental regulations governing such plans)l tim first to occur of the Ending Date or (sepalawith respect to the termination of
each benefit) the provision of a substantially eglant
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benefit to the Executive by another employer ofExecutive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(vi) Any other benefits payable to the Executivemhis termination without cause, or to which the&utive otherwise may be entitled,
under any benefit plans or programs of the Comanieffect on the effective date of such termonati

(e) Termination Without Cause After a Change of {@nlf, after the occurrence of a Change of Cohtthe Companies or any Permitted
Assignee terminates the Executive's employmentrhiieagreement for any reason other than cauieedexecutive's death or disability,
then the Executive shall be entitled to receivenftbe Companies and the Permitted Assignee, ifalhpf whom shall be jointly and
severally liable therefor), all of the compensatibenefits, and other payments from the Companigshware described and provided for in
subparagraph (d) of this Paragraph 10; providedieler, that (i) the aggregate Base Salary payabderusubparagraph (d)(i) for all periods
through the Ending Date shall be paid to the Exeeun a lump sum without regard to Other Employinast later than thirty (30) days after
the effective date of such termination, (ii) thenimum annual incentive bonus payable under subpaphgd)(ii) shall be paid to the
Executive not later than thirty (30) days after ¢fifective date of such termination (with any bakof such annual incentive bonus being
payable as provided in such subparagraph

(d)(ii)), and (iii) the amount payable under sulggzaaph (d)(iii) shall be paid to the Executive ilump sum not later than thirty (30) days &
the effective date of such termination.

(f) Constructive Termination. If at any time duritige term of this agreement the Board or a Perchitgsignee materially alters the duties
responsibilities of the Executive provided for iar®graph 1 or assigns to the Executive duties esgbnsibilities inappropriate to the chief
executive officer of the Companies without the BExa@'s written consent, then, at the electiorhef Executive (such election to be made by
written notice from the Executive to the Boardlwe Permitted Assignee, as may be appropriate initbemstances), (i) such action by the
Board or such Permitted Assignee shall constitwterstructive termination of the Executive's empient by the Companies for a reason
other than cause, (ii) the Executive thereupon reaign from his offices and positions with the Camies and shall not be obligated to
perform any further services of any kind to orttee Companies, and (iii) the Executive shall bétledtto receive from the Companies (and
the Permitted Assignee, if applicable) at the ayabie times all of the compensation, benefits, @hdr payments described in subparagraph
(d) or subparagraph (e) of this Paragraph 10 (véhiehmay be applicable), as if the effective ddtine Executive's resignation were the
effective date of his termination of employment porrposes of determining such compensation, benefitd other payments.

(9) Voluntary Resignation. If the Executive voluriliaresigns as an employee of the Companies aselly voluntarily terminates his
employment under this agreement and if none of adgpaphs (a) through (f) of this Paragraph 1@dieable to such termination, then the
Executive shall be entitled to receive only thédiwing compensation, benefits, and other payments the Companies:

() The Base Salary through the effective dateuchsvoluntary resignation;

(i) Any other amounts earned, accrued, or oweithéoExecutive under this agreement but not paif &se effective date of such voluntary
resignation;

(iii) If (and only if) the Executive's voluntary signation is effective on December 31 of a particehlendar year, the Executive's annual
incentive bonus (if any) for such calendar yeahed@aid in accordance with the regular schedulédpayment; and
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(iv) Any other benefits payable to the Executivemhis voluntary resignation, or to which the Exaaiotherwise may be entitled, under :
benefit plans or programs of the Companies in effadhe effective date of such voluntary resigprati

The Executive understands and agrees that if tliparagraph (g) is applicable to the terminatiothefExecutive's employment with the
Companies, then, unless his voluntary resignatigifective on December 31 of a particular caleryéar, the Executive will not be entitled
to any annual incentive bonus for the calendar ireathich his voluntary resignation becomes effesti

(h) Liguidated Damages. The Executive agrees te@dbe compensation, benefits, and other paynpeatsded for in subparagraph (d),
subparagraph (e), or subparagraph (f) of this Papdgl0, as the case may be, as full and comjdptielated damages for any breach of this
agreement resulting from the actual or construdévmination of the Executive's employment undés #yreement for a reason other than
cause or the Executive's death or disability; &edExecutive shall not have and hereby waives elmtjuishes any other rights or claims in
respect of such breach.

(i) Notice of Other Employment and of Benefits. TEveecutive promptly shall notify the Companies intig of (i) his acceptance of the
Other Employment referred to in subparagraph (dhisfParagraph 10, (ii) the effective date of sG@ther Employment, and (iii) the amount
of salary, cash bonus, and consulting fees whietEtkecutive receives or is entitled to receive ftbmOther Employment for services
performed by him during the period from the comnenent of the Other Employment through the EndingeD&henever relevant for
purposes of this Paragraph 10, the Executive atsmptly shall notify the Companies of his receiini another employer of any benefits of
the types referred to in subparagraphs (b)(iv) @ngr) of this Paragraph

10. Such information shall be updated by the Exeewrhenever necessary to keep the Companies ieftbon a current basis.

()) Modification of Benefit Plans or Programs. Niottp contained in this Paragraph 10 shall oblighteeGompanies to institute, maintain, or
refrain from changing, amending, or discontinuimg aenefit plan or program referred to in subpaapbr(b)(iv) or (d)(v) of this Paragraph
10 so long as such actions are similarly applicédkenior executives of the Companies generally.

(k) Rights of Estate. If the Executive dies priotis receipt of all of the cash payments to whielmay be entitled pursuant to subparagraph
(b),

(c), (d), (e), (), or (g) of this Paragraph 1@&ify such subparagraph becomes applicable, themged portion of such cash payments shall
be paid by the Companies to the personal reprasentd the Executive's estate at the same tintex@s that the payments would have been
made to the Executive if he still were living.

() Excess Parachute Payments. If any of the pajsmenquired to be made to the Executive pursuastibparagraph (d), (e), or (f) of this
Paragraph 10 constitute "excess parachute paymaittst the meaning of Section 280G of the IntefRalvenue Code of 1986, as amended,
and any regulations thereunder, and the Execu#eerhes liable for any excise tax on such "excesschate payments” and any interest or
penalties thereon (such excise tax, interest, andlpies, collectively, the "Tax Penalties"), thba Companies (and the Permitted Assigne
applicable) promptly shall make a cash payment'@uglitional Payment") to the Executive in an ambegual to the Tax Penalties. The
Companies also promptly shall make an additionst gayment to the Executive in an amount roundedemearest $100.00 which is equal
to any additional income, excise, and other tansm@ the individual tax rates applicable to theé&xive for the year for which such Tax
Penalties are owed) for which the Executive williable as a result of the Executive's receiphefAdditional Payment (the additional cash
payment provided for in this sentence being retetoeas a "Gross-Up Payment"). In addition, thedatige shall be entitled to promptly
receive from the Companies (and the Permitted Assigif applicable) a further Gross-Up Paymenespect of each prior Groglp Paymer
until the amount of the last Gross-Up Paymentss than $100.00.

11. Nondisclosure. During the term of this agreetnaea thereafter, the Executive shall not, withitvet prior written consent of the Board ¢
person (other than the Executive) so authorizethéyBoard, disclose or use for
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any purpose (except in the course of his employmeder this agreement and in furtherance of thnbas of the Companies or any of their
respective subsidiaries) any confidential informatitrade secrets, or proprietary data of the Canegaor any of their respective subsidiaries
(collectively, for purposes of this agreement, "@aential Information"); provided, however, that &aential Information shall not include
any information then known generally to the publi@scertainable from public or published inforroat{other than as a result of
unauthorized disclosure by the Executive) or afigrination of a type not otherwise considered camfithl by persons engaged in the same
business or a business similar to that conductetiddompanies or their respective subsidiariethasase may be.

12. Successors and Assigns. This agreement arighd8 under this agreement shall be binding uparre to the benefit of, and be
enforceable by the parties hereto and their resepersonal or legal representatives, executdmjrastrators, heirs, distributees, devisees,
legatees, successors, and assigns. This agreesymsonal in nature, and none of the partiesiscatireement shall, without the written
consent of the others, assign or transfer thisesgest or any right or obligation under this agreete any other person or entity, except as
permitted by Paragraph 14.

13. Notices. For purposes of this agreement, ol other communications provided for in thissagrent shall be deemed to be properly
given if delivered personally or sent either by tHexsiness-day prepaid express delivery by a razedmational express delivery service or
by United States certified mail, return receiptuested, postage prepaid, in either case addresdetlcavs:

If to the Executive: Neal C. Hansen
c/o CSG Systems, Inc.
7887 East Belleview Aven ue, Suite 1000
Englewood, Colorado 801 11

If to the Companies: CSG Systems Internationa I, Inc.
and CSG Systems, Inc.
7887 East Belleview Aven ue, Suite 1000
Englewood, Colorado 801 11,

or to such other address as either party may hawéshed to the other party in writing in accordamgth this paragraph. Such notices or @
communications shall be effective only upon receipt

14. Merger, Consolidation, Sale of Assets. In thent of (a) a merger of Systems with another catian (other than CSGS) in a transaction
in which Systems is not the surviving corporatii),the consolidation of Systems into a new corponaresulting from such consolidation,
(c) the sale or other disposition of all or subBtdly all of the assets of Systems, the Companiag assign this agreement and all of the ri
and obligations of the Companies under this agreétoehe surviving, resulting, or acquiring entffgr purposes of this agreement, a
"Permitted Assignee"); provided, that such sungyiresulting, or acquiring entity shall in writiegsume and agree to perform all of the
obligations of the Companies under this agreenaerd;provided further, that the Companies shall reroéntly and severally liable for the
performance of the obligations of the Companieseutiiis agreement in the event of a failure ofRkeemitted Assignee to perform its
obligations under this agreement.

15. Change of Control. For purposes of this agregnae’Change of Control" shall be deemed to haseiwed upon the happening of any of
the following events:

(a) CSGS is merged or consolidated into anothgyaration, and immediately after such merger or obdation becomes effective the
holders of a majority of the outstanding sharegabing capital stock of CSGS immediately prior e effectiveness of such merger or
consolidation do not own (directly or indirectly)rajority of the outstanding shares of voting castock of the surviving or resulting

corporation in such merger or consolidation,

(b) CSGS ceases to own (directly or indirectly) @arity of the outstanding shares of voting
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capital stock of Systems (unless such event refualts the merger of Systems into CSGS, with no gledn the ownership of the voting
capital stock of CSGS, or from the dissolution gét&8ms and the continuation of its business by QSGS

(c) Systems is merged or consolidated into a catfor other than CSGS, and at any time after sustgen or consolidation becomes
effective CSGS does not own (directly or indirecdymajority of the outstanding shares of votingited stock of the surviving or resulting
corporation in such merger or consolidation,

(d) the stockholders of Systems vote (or act bytamiconsent) to dissolve Systems (unless the bssiof Systems will be continued by
CSGS) or to sell or otherwise dispose of all orssaiitially all of the property and assets of Systéather than to an entity or group of enti
which is then under common ownership (directlyratiiectly) with Systems),

(e) any person, entity, or group of persons withinmeaning of Sections 13(d) or 14(d) of the SeéearExchange Act of 1934 (the "1934
Act") and the rules promulgated thereunder becamegeneficial owner (within the meaning of RulaldBunder the 1934 Act) of thirty
percent (30%) or more of the outstanding votingtehptock of CSGS, or

(f) during any period of two consecutive yearseassl, individuals who at the beginning of such gkdonstituted the Board of Directors of
CSGS cease, for any reason, to constitute atdeastjority of the Board of Directors of CSGS, usl#e election or nomination for election
of each new director of CSGS who took office dursuigh period was approved by a vote of at leagtrggyfive percent (75%) of the
directors of CSGS still in office at the time ofthuelection or nomination for election who wereedtors of CSGS at the beginning of such
period.

16. Miscellaneous. No provision of this agreemeay e modified, waived, or discharged unless suailvav, modification, or discharge is
agreed to in writing and is signed by the Executimd an officer of CSGS (other than the Executseequthorized by the Board. No waivel
any party to this agreement at any time of anydirdey any other party of, or compliance by any offaty with, any condition or provision
of this agreement to be performed by such othdy shall be deemed to be a waiver of similar osididlar provisions or conditions at the
same or any prior or subsequent time. No agreenoemepresentations, oral or otherwise, expressiplied, with respect to the subject
matter of this agreement have been made by any tbet are not expressly set forth in this agredmen

17. Representations of Companies. The Companiesavrepresent and warrant to the Executive tiey have full legal power and
authority to enter into this agreement, that theceiion and delivery of this agreement by the Camgsahave been duly authorized by their
respective boards of directors, and that the pexdioce of their respective obligations under thiament will not violate any agreement
between the Companies, or either of them, and #rer person, firm, or organization.

18. Non-Solicitation of Employees. For a periodné (1) year after the effective date of the teatian of the Executive's employment under
this agreement for any reason, whether voluntarilinvoluntarily and with or without cause, withate prior written consent of CSGS the
Executive agrees

(i) not to directly or indirectly employ, soliciof employment, assist any other person in emplogirgpliciting for employment, or advise or
recommend to any other person that such other pemsploy or solicit for employment any person whert is an employee of the Compal
(or either of them) or any of the respective sulsies of the Companies and (ii) not to recommendrty then employee of the Companies
either of them) or any of the respective subsidmdf the Companies that such employee leave tpéograf such employer.

19. Post-Termination Noncompetition. Because thefidential Information known to or developed by teecutive during his employment
by the Companies encompasses at the highest téeeiniation concerning the plans, strategies, prisjuperations, and existing and
prospective customers of the Companies and coulgractically be disregarded by the Executive, ERecutive acknowledges that his
provision of executive services to a competitor of
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the Companies or either of them soon after theitertion of the Executive's employment by the Conggvould inevitably result in the use
of the Confidential Information by the Executivehiis performance of such executive services, eivéire iExecutive were to use his best
efforts to avoid such use of the Confidential Infiation. To prevent such use of the Confidentiabdmfation and the resulting unfair
competition and wrongful appropriation of the godtiand other valuable proprietary interests of @@mpanies, the Executive agrees tha
a period of one (1) year after the terminationisfdmployment by the Companies for any reason, kenetoluntarily or involuntarily and
with or without cause, the Executive will not, ditlg or indirectly:

(a) engage, whether as an employee, agent, conisuiftdependent contractor, owner, partner, mendrestherwise, in a business activity
which then competes in a material way with a bussreectivity then being actively engaged in by tlen@anies or either of them;

(b) solicit or recommend to any other person thahgeriod solicit any then customer of the Comgsuwoir either or them, which customer
also was a customer of the Companies or eithdravhtat any time during the one (1) year periodrgddhe termination of the Executive's
employment by the Companies, for the purpose ddinistg the business of such customer in competitith the Companies or either of
them; or

(c) induce or attempt to induce any then custom@raspective customer of the Companies or eithérem to terminate or not commence a
business relationship with the Companies or eitfighem.

The Companies and the Executive acknowledge arekdbat the restrictions contained in this Pardgfdfpare both reasonable and nece:

in view of the Executive's positions with the Comigs and that the Executive's compensation andfitenader this agreement are sufficient
consideration for the Executive's acceptance df sestrictions. Nevertheless, if any of the retitsits contained in this Paragraph 19 are
found by a court having jurisdiction to be unreasdar, or excessively broad as to geographic aréianer or otherwise unenforceable, then
the parties intend that the restrictions containegtlis Paragraph 19 be modified by such courtsstode reasonable and enforceable and, as
so modified by the court, be fully enforced. Nothitontained in this paragraph shall be construguidolude the investment by the Executive
of any of his assets in any publicly owned entdyang as the Executive has no direct or indineebivement in the business of such entity
and owns less than 2% of the voting equity seasritif such entity. Nothing contained in this paagbrshall be construed to preclude the
Executive from becoming employed by or serving asresultant to or having dealings with a publiclyn@d entity one of whose businesst

a competitor of the Companies or either of therfoag as such employment, consultation, or dealiftgeot directly or indirectly involve or
relate to the business of such entity which israpetitor of the Companies or either of them.

20. Joint and Several Obligations. All of the obtigns of the Companies under this agreement aregod several; and neither the
bankruptcy, insolvency, dissolution, merger, coigdion, or reorganization nor the cessation ofrimes or corporate existence of one of the
Companies shall affect, impair, or diminish theigétions under this agreement of the other of thmm@anies. The compensation and benefits
to which the Executive is entitled under this agreat are aggregate compensation and benefitsharghiyment of such compensation or the
provision of such benefits by one of the Compasted! to the extent of such payment or provisidisBathe obligations of the other of the
Companies. The Companies may agree between thesasadvto which of them will be responsible for samell of the Executive's
compensation and benefits under this agreemengriyusuch agreement between the Companies shallmatish to any extent the joint and
several liability of the Companies to the Execufimeall of such compensation and benefits.

21. Injunctive Relief. The Executive acknowleddeatthis violation of the provisions and restricBaontained in Paragraphs 11, 18, and 19
could cause significant injury to the Companiesvibich the Companies would have no adequate remeldyv. Accordingly, the Executive
agrees that the Companies will be entitled, intoldito any other rights and remedies that then beagvailable to the Companies, to seek
and obtain injunctive relief to prevent any breaclpotential breach of any of the provisions argdrietions contained in Paragraph 11, 18, or
19.

22. Dispute Resolution. Subject to the provisiohBaragraph 21, any claim by the Executive or tbenfanies
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arising from or in connection with this agreemevitether based on contract, tort, common law, egsigtute, regulation, order, or otherwise
(a "Dispute"), shall be resolved as follows:

(a) Such Dispute shall be submitted to mandatodybanding arbitration at the election of either #eecutive or the particular Company
involved (the "Disputing Party"). Except as othesgvprovided in this Paragraph 22, the arbitratfall e pursuant to the Commercial
Arbitration Rules of the American Arbitration Assation (the "AAA").

(b) To initiate the arbitration, the Disputing Bashall notify the other party in writing within 3fays after the occurrence of the event or
events which give rise to the Dispute (the "Arkitra Demand"), which notice shall (i) describe éasonable detail the nature of the Dispute,
(i) state the amount of any claim, (iii) specifietrequested relief, and (iv) name an arbitratas (#) has been licensed to practice law in the
U.S. for at least ten years, (B) has no past aequrerelationship with either the Executive or @mmpanies, and (C) is experienced in
representing clients in connection with employnretdted disputes (the "Basic Qualifications"). Witfifteen (15) days after the other par
receipt of the Arbitration Demand, such other pafigll serve on the Disputing Party a written steget (i) answering the claims set forth in
the Arbitration Demand and including any affirmatidefenses of such party, (ii) asserting any caoalatien, which statement shall (A)
describe in reasonable detail the nature of thpudésrelating to the counterclaim, (B) state theant of the counterclaim, and (C) specify
requested relief, and (iii) naming a second artmtraatisfying the Basic Qualifications. Prompthyt in any event within five (5) days
thereafter, the two arbitrators so named shalcsel¢hird neutral arbitrator from a list provideyl the AAA of potential arbitrators who sati:
the Basic Qualifications and who have no past es@nt relationship with the parties' counsel, eikaswtherwise disclosed in writing to and
approved by the parties. The arbitration will bargeby a panel of the three arbitrators so chogen"Qrbitration Panel”), with the third
arbitrator so chosen serving as the chairpersdneofrbitration Panel. Decisions of a majority bétmembers of the Arbitration Panel shall
be determinative.

(c) The arbitration hearing shall be held in Denwwlorado. The Arbitration Panel is specificallyttzorized to render partial or full summary
judgment as provided for in the Federal Rules @flGrocedure. The Arbitration Panel will have noager or authority, under the Commer:
Arbitration Rules of the AAA or otherwise, to raliethe parties from their agreement hereundertiibrate or otherwise to amend or disre¢
any provision of this agreement, including, withbortitation, the provisions of this Paragraph 22.

(d) If an arbitrator refuses or is unable to pratedth arbitration proceedings as called for by tRaragraph 22, such arbitrator shall be
replaced by the party who selected such arbit@taf such arbitrator was selected by the twoypappointed arbitrators, by such two party-
appointed arbitrators' selecting a new third aalbitrin accordance with Paragraph 22(b), in eitiase within five (5) days after such declir
or withdrawing arbitrator's giving notice of reflisa inability to proceed. Each such replacemehitgator shall satisfy the Basic
Qualifications. If an arbitrator is replaced punsu@ this Paragraph 22(d) after the arbitratioartmgy has commenced, then a rehearing shall
take place in accordance with the provisions of Baragraph 22(d) and the Commercial ArbitratioleRof the AAA.

(e) Within ten (10) days after the closing of thkimation hearing, the Arbitration Panel shallpaiee and distribute to the parties a writing
setting forth the Arbitration Panel's finding otfa and conclusions of law relating to the Dispinteluding the reason for the giving or denial
of any award. The findings and conclusions ancathard, if any, shall be deemed to be confidentifdrimation.

(f) The Arbitration Panel is instructed to schedptemptly all discovery and other procedural stepad otherwise to assume case managemen
initiative and control to effect an efficient and
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expeditious resolution of the Dispute. The ArbitratPanel is authorized to issue monetary sancagaist either party if, upon a showing of
good cause, such party is unreasonably delayingribeeeding.

(9) Any award rendered by the Arbitration Panel i final, conclusive, and binding upon the paitend any judgment on such award may
be entered and enforced in any court of competeisiiiction.

(h) Each party will bear a pro rata share of afecosts, and expenses of the arbitrators; amgijthstanding any law to the contrary, each
party will bear all of the fees, costs, and expsrdehis or its own attorneys, experts, and witagesslowever, in connection with any judicial
proceeding to compel arbitration pursuant to tigieament or to enforce any award rendered by thé@rAtion Panel, the prevailing party in
such a proceeding will be entitled to recover reabte attorneys' fees and expenses incurred inection with such proceedings, in addition
to any other relief to which such party may betédi

(i) Nothing contained in the preceding provisiofishis Paragraph 22 shall be construed to previémreparty from seeking from a court a
temporary restraining order or other injunctiveeebending final resolution of a Dispute pursutinthis Paragraph 22.

23. No Duty to Seek Employment. The Executive shaillbe under any duty or obligation to seek oeptother employment following the
termination of his employment by the Companies; @axdept as expressly provided in subparagrapliis’)b)d)(i), and (d)(v) of Paragraph
10, no amount, payment, or benefit due the Exeeuthder this agreement shall be reduced, suspeoddidcontinued if the Executive
accepts such other employment.

24. Withholding of Taxes. The Companies may witdhobm any amounts payable to the Executive urfieragreement all federal, state,
and local taxes which are required to be so withbglany applicable law or governmental regulationuling.

25. Termination of Prior Agreement. The Employmégteement dated November 30, 1994, between theuixecand the Companies (the
"Prior Agreement"), hereby is terminated, effectageof the date of this agreement; provided, howekiet the Companies shall remain liable
to the Executive for the payment of any compeneatienefits, or other amounts due the Executiveeutite Prior Agreement through the
date of this agreement which have not been paid t® date of this agreement.

26. Validity. The invalidity or unenforceability @y provision or provisions of this agreement lshal affect the validity or enforceability of
any other provision of this agreement, which ogirewision shall remain in full force and effect;rrehall the invalidity or unenforceability of
a portion of any provision of this agreement aftidet validity or enforceability of the balance ath provision.

27. Counterparts. This document may be executedénor more counterparts, each of which shall leendel to be an original and all of
which together shall constitute a single agreement.

28. Headings. The headings of the paragraphs cmutan this document are for reference purposesamd shall not in any way affect the
meaning or interpretation of any provision of tagreement.

29. Applicable Law. This agreement shall be govetmgand construed in accordance with the intesnbbtantive laws, and not the choice of
law rules, of the State of Colorado.
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IN WITNESS WHEREOF, the Companies and the Execuiaae executed this agreement on the day and iysaliove written.

CSG SYSTEMS INTERNATIONAL, INC.,
a Delaware corporation

By: [/s/ John P. Pogge

John P. Pogge, President

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ John P. Pogge

John P. Pogge, President

/sl Neal C. Hansen

Neal C. Hansen
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EXHIBIT 10.45

EMPLOYMENT AGREEMENT

This Employment Agreement is made and enteredantthe 17th day of

November, 1998, among CSG SYSTEMS INTERNATIONALON"CSGS"), a Delaware corporation, CSG SYSTEM&;.I("Systems"),
Delaware corporation, and JOHN P. POGGE (the "Bxexl). CSGS and Systems collectively are refeteeith this Employment Agreement
as the "Companies".

* k *

WHEREAS, Systems is a wholly-owned subsidiary o83SSand

WHEREAS, the Executive currently is employed byt8gss and serves as the President and Chief Opefatiiter of both of the
Companies; and

WHEREAS, the Companies desire to provide for thetiooed employment of the Executive as their Pergidind Chief Operating Officer;
and

WHEREAS, the Executive desires to accept such coatl employment upon the terms set forth in thisement;

NOW, THEREFORE, in consideration of the foregoiggitals and the respective covenants and agreemikthis parties contained in tt
document, the Companies and the Executive agredlaws:

1. Employment and Duties. Each of the Companiesthyeemploys the Executive as its President andf@perating Officer throughout the
term of this agreement and agrees to cause thautxedrom time to time to be elected or appoinieduch corporate offices or positions.
The duties and responsibilities of the Executivalshclude the duties and responsibilities of Ehecutive's corporate offices and positions
referred to in the preceding sentence which aréosistin the respective bylaws of the Companiesnftime to time, overall responsibility for
the day-to-day operations of the Companies, anhl stieer duties and responsibilities consistent wWithExecutive's corporate offices and
positions referred to in the preceding sentencetlaischgreement which the Board of Directors of G3éhe "Board") or the Chief Executive
Officer of CSGS from time to time may assign to Ehecutive. If the Executive is elected or appairds a director of CSGS or Systems ¢
an officer or director of any of the respective sidlaries of the Companies during the term of #gjseement, then he also shall serve in such
capacity or capacities but without additional conmgagion.

2. Term. The term of this agreement shall begitherdate of this

agreement and shall continue thereafter througtember 31, 2001, unless the Executive's employmegguthis agreement is sooner
terminated in accordance with this agreement. CeeBwer 31 of each year during the term of thisemgent, as extended from time to time
pursuant to this sentence, beginning December@19,the term of this agreement automatically aitdoumt further action being required
shall be extended by one (1) year unless, notiager one (1) year prior to a particular Decemtere®her CSGS notifies the Executive and
Systems in writing or the Executive notifies then@anies in writing that such extension shall nauw®n such December 31, in which latter
case this agreement shall terminate upon the digiraf its then current term, unless the Exectgieenployment under this agreement is
sooner terminated in accordance with this agreenfeferences in this agreement to the "current'tefrthis agreement shall include both
the original term of this agreement and any autangadtensions of such term which actually have aezlipursuant to this Paragraph 2.

3. Place of Employment. Regardless of the locatfathe executive offices of the Companies durirgtérm of this agreement, the Compa
shall maintain a suitably staffed office for theceutive in the Denver, Colorado, metropolitan ateang the term of this agreement; and the
Executive will not be required without his constmtelocate or transfer his executive office onpipal residence from the immediate vicir
of the Denver,

35
CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES OF
THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL DIST RIBUTION WITHIN OR OUTSIDE
THEIR RESPECTIVE COMPANIES



Colorado, metropolitan area.

4. Base Salary. For all services to be renderetthdExecutive pursuant to this agreement, the Campagree to pay the Executive during
the term of this agreement a base salary (the "Bakwy") at an annual rate of $265,000 throughebdxer 31, 1998, and at an annual rate of
not less than $290,000 after December 31, 199&ijged, that the Base Salary as then in effect &iwihcreased as of January 1 of each
calendar year after 1999 during the term of thigament by at least the same percentage that tired Btates Department of Labor
Consumer Price Index (All Items) for All Urban Cansers, 1982-84=100 ("CPI-U") for the November imiégly preceding such January 1
increased over the CPI-U for the November one geadier. The Board shall review the Base Salatgadt annually for the purpose of
determining whether a Base Salary increase gréaarsuch CPI-U increase should be granted to xeeEive for a particular 12-month
period. The Executive's annual incentive bonus igexfor in Paragraph 5 and all other compensatimhbenefits to which the Executive is
or may become entitled pursuant to this agreememnder any plans or programs of the Companie$ kbah addition to the Base Salary.

5. Annual Incentive Bonus. As soon as practicafikr ¢ghe execution of this agreement, the Boardtaad=xecutive in good faith shall agree
upon an incentive bonus program for the Executivel©99. Such incentive bonus program shall becedd either in a written supplement to
this agreement signed by the Companies and theuixeor in such other form as the Companies aadstkecutive may agree upon. The
same procedure shall be followed for subsequernhdal years during the term of this agreementaoan annual incentive bonus program
for the Executive will be in effect throughout tteem of this agreement. The Executive and the Comegaunderstand and acknowledge that,
among other things, such incentive bonus prograliirwblve achievement by the Companies of varifinancial objectives, which may
include but are not limited to revenues and eas)iagd also may include achievement by the Comparfiearious non-financial objectives.
Such incentive bonus program for each calendar it provide the opportunity for the Executivesrn an incentive bonus of not less than
sixty percent (60%) of his Base Salary for sucledhr year if the agreed upon objectives are adlyieved. The Board from time to time ¢
may establish incentive compensation programdi®iBxecutive covering periods of more than ong/éfy, and any such programs shall be
in addition to the annual incentive bonus prograguired by this Paragraph 5. For 1998 the anngehitive bonus program previously
established by the Companies for the Executivd shialain in effect.

6. Expenses. During the term of this agreementEdeeutive shall be entitled to prompt reimbursenignthe Companies of all reasonable
ordinary and necessary travel, entertainment, #mel @xpenses incurred by the Executive (in accarelavith the policies and procedures
established by the Companies for their respectwéos executive officers) in the performance ofdiisies and responsibilities under this
agreement; provided, that the Executive shall ptg@ecount for such expenses in accordance welptiicies and procedures of the
Companies, which may include but are not limiteda@mized accountings.

7. Other Benefits. During the term of this agreemtiie Companies shall provide to the Executive ldaaligible dependents at the expense
of the Companies individual or group medical, htpdental, and longerm disability insurance coverages and groupitis&rance coverac
in each case at least as favorable as those c@sevdgch are provided to the other senior execuffieers of the Companies. During the
term of this agreement, the Executive shall beledtio receive a monthly automobile allowance fribia Companies in the amount of
$1,000.00 and also shall be entitled to particirmtuch other benefit plans or programs whichGbenpanies from time to time may make
available to their employees generally or to somallcof their other senior executive officers (ept such programs, such as the 1996
Employee Stock Purchase Plan of CSGS, in whichudixecofficers of CSGS are not eligible to partatip because of securities law reasons).
During the term of this agreement, the Companied gy an initiation fee and the monthly dues asgsessments necessary to provide and
maintain for the Executive a social membership @oantry club or social club in the Denver, Colarachetropolitan area selected by the
Executive; usage charges (such as but not limgeth&rges for meals) imposed by such club shablaie or reimbursed to the Executive to
the extent they fall within the scope of Paragrégnd shall be paid by the Executive without righteimbursement to the extent they are
personal in nature.

8. Vacations and Holidays. During the term of #gseement, the Executive shall be entitled to pa@htions and holidays in accordance with
the policies of the Companies in effect from tirogiine for their respective senior executive officéut in no event shall the Executive be
entitled to less than four (4) weeks of vacatiorirdy
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each calendar year.

9. Full-Time Efforts and Other Activities. Durine term of this agreement, to the best of histgtaind using all of his skills, the Executive
shall devote substantially all of his working tirmed efforts during the normal business hours ofxbmpanies to the business and affairs of
the Companies and to the diligent and faithful pemiance of the duties and responsibilities assigoddm pursuant to this agreement, except
for vacations, holidays, and sick days. Howeves,EiRecutive may devote a reasonable amount ofrhéstb civic, community, or charitable
activities, to service on the governing bodies@nmittees of trade associations or similar orgaiira of which either or both of the
Companies are members, and, with the prior appaiiile Board or the Chief Executive Officer of C§Go service as a director of other
corporations and to other types of activities nagiressly mentioned in this paragraph, so long esthtivities referred to in this sentence do
not materially interfere with the proper performarnd the Executive's duties and responsibilitiedenrthis agreement. The Executive also
shall be free to manage and invest his assetcmmanner as will not require any substantial sewby the Executive in the conduct of the
businesses or affairs of the entities or in the agament of the properties in which such investmargsnade, so long as such activities dc
materially interfere with the proper performancetef Executive's duties and responsibilities urthisragreement.

10. Termination of Employment.

(a) Termination Because of Death. The Executivagleyment by the Companies under this agreemeffittehminate upon his death. If the
Executive's employment under this agreement tet@snaecause of his death, then the Executive'teamthis beneficiaries (as the case may
be) shall be entitled to receive the following cangation and benefits from the Companies:

() The Base Salary through the date of the Exeeldideath;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which kistld occurs (computed as if the Executive
were employed by the Companies throughout suctmdateyear), based upon the number of days in saleimdar year elapsed through the
date of the Executive's death as a proportion 6f 86be paid at the same time that such incembidreis would have been paid had the
Executive's death not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paiaf #se date of the Executive's death;

(iv) Any other benefits payable by reason of theéirive's death, or to which the Executive otheswnmy be entitled, under any benefit p
or programs of the Companies in effect on the datke Executive's death.

(b) Termination Because of Disability. If the Ex&ea becomes incapable by reason of physical injdisease, or mental iliness of
substantially performing his duties and responisikdl under this agreement for a continuous peoiosix (6) months or more or for more than
one hundred eighty (180) days in the aggregatetfveh®r not consecutive) during any 12-month peribdn at any time after the elapse of
such sixmonth period or such 180 days, as the case mapd&oard may terminate the Executive's employrbgrihe Companies under t
agreement. If the Executive's employment underafieement is terminated by the Board becausecbfdigability on the part of the
Executive, then the Executive shall be entitlecetieive the following compensation and benefitafftbe Companies:

(i) The Base Salary through the effective dateuchstermination;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which gaofmination occurs (computed as if the
Executive were employed by the Companies througbocit calendar year), based upon the
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number of days in such calendar year elapsed thrthegeffective date of such termination as a priigro of 365, to be paid at the same time
that such incentive bonus would have been paiddfi sermination had not occurred,;

(iii) Any other amounts earned, accrued, or owethé&oExecutive under this agreement but not pamf #se effective date of such
termination;

(iv) Continued participation in the following beitgélans or programs of the Companies which majnkaffect from time to time and in
which the Executive was participating as of theetfre date of such termination, to the extent hah continued participation by the
Executive is permitted under the terms and comnuitiof such plans (unless such continued participas restricted or prohibited by
applicable governmental regulations governing glahs), until the first to occur of the cessatidisuch disability, the Executive's death, the
Executive's attainment of age sixty-five (65), eefarately with respect to the termination of daaefit) the provision of a substantially
equivalent benefit to the Executive by another exygl of the Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(v) Any other benefits payable by reason of thedttige's disability, or to which the Executive atlvese may be entitled, under any benefit
plans or programs of the Companies in effect oreffextive date of such termination.

For purposes of this subparagraph (b), decisiotts spect to the Executive's disability shall kedmby the Board, using its reasonable ¢
faith judgment; and, in making any such decisibe,Board shall be entitled to rely upon the opiraba duly licensed and qualified physic
selected by a majority of the members of the Bedrd are not employees of either of the Companiesgrof their respective subsidiaries.

(c) Termination for Cause. The Board may termitlgExecutive's employment by the Companies uridgmgreement for cause; however,
for purposes of this agreement "cause" shall me&an(9 the Executive's confession or convictiontloéft, fraud, embezzlement, or other
crime involving dishonesty, (ii) the Executive'segsive absenteeism (other than by reason of @iysjary, disease, or mental illness)
without a reasonable justification,

(iii) material violation by the Executive of thequisions of Paragraph 11,

(iv) habitual and material negligence by the Exieuin the performance of his duties and respolisés under or pursuant to this agreement
and failure on the part of the Executive to curehsoegligence within twenty (20) days after hissiptof a written notice from the Board or
the Chief Executive Officer of CSGS setting fomhréasonable detail the particulars of such negtige(v) material non-compliance by the
Executive with his obligations under Paragraph @ failure to correct such non-compliance within tye(20) days after his receipt of a
written notice from the Board or the Chief Execat®fficer of CSGS setting forth in reasonable dehe particulars of such non-compliance,
(vi) material failure by the Executive to complytlvia lawful directive of the Board or the Chief Exéve Officer of CSGS and failure to ct
such non- compliance within twenty (20) days affisrreceipt of a written notice from the Board loe Chief Executive Officer of CSGS
setting forth in reasonable detail the particutdfrsuch non-compliance, (vii) a material breactiti® Executive of any of his fiduciary duties
to the Companies and, if such breach is curabteEttecutive's failure to cure such breach withm(t) days after his receipt of a written
notice from the Board or the Chief Executive Offiof CSGS setting forth in reasonable detail theigalars of such breach, or

(viii) willful misconduct or fraud on the part dfi¢ Executive in the performance of his duties utidisragreement. In no event shall the re

of operations of the Companies or any businessmjghgg made in good faith by the Executive constituténdependent basis for termination
for cause of the Executive's employment underaigeement. Any termination of the Executive's
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employment for cause must be authorized by a nigjeote of the Board taken not later than ninenf@nths after a majority of the members
of the Board (other than the Executive) have adtonalviedge of the occurrence of the event or condoistituting the cause for such
termination. If the Executive's employment undés tgreement is terminated by the Board for cahesm the Executive shall be entitled to
receive the following compensation and benefitsnftbe Companies:

(i) The Base Salary through the effective dateuchstermination;

(i) Any other amounts earned, accrued, or owelthéoExecutive under this agreement but not paif ése effective date of such terminati
and

(iii) Any other benefits payable to the Executiyaon his termination for cause, or to which the Exize otherwise may be entitled, under
benefit plans or programs of the Companies in effache effective date of such termination.

(d) Termination Without Cause Prior to a Chang€ontrol. If, prior to the occurrence of a Change&ohtrol, the Companies terminate the
Executive's employment under this agreement forraagon other than cause or the Executive's dealisability, then the Executive shall be
entitled to receive the following compensation, éfém, and other payments from the Companies:

(i) The Base Salary through the last day of the tharent term of this agreement (the "Ending Date'be paid at the same times that the
Base Salary would have been paid if such termindtad not occurred; provided, that if the Execut@eenmences employment with another
employer, whether as an employee or as a consuitdot to the Ending Date (for purposes of thisd@aaph 10, the "Other Employment"),
then such payments of the Base Salary shall becegdiiom time to time by the aggregate amount lafrgacash bonus, and consulting fees
received or receivable by the Executive from theeDEmployment for services performed by him duthmgperiod from the commencement
of the Other Employment through the Ending Date;

(i) The Executive's annual incentive bonus for ¢aéendar year in which such termination occursnfomoted as if the Executive were
employed by the Companies throughout such caleyeta), to be paid at the same time that such ineebbnus would have been paid if
such termination had not occurred and to be notlessthe Executive's annual incentive bonus fercélendar year immediately preceding
the calendar year in which such termination occurs;

(iii) An amount equal to one hundred eighty perq@80%) of the Base Salary in effect on the effectiate of such termination, such amount
to be paid, without interest, to the extent ofyfiiercent (50%) one year after the effective dawioh termination and to the extent of the
remaining fifty percent (50%) two years after tlifeetive date of such termination.

(iv) Any other amounts earned, accrued, or owatiédExecutive under this agreement but not paif #se effective date of such
termination;

(v) Continued participation in the following bertgflans or programs of the Companies which maytedfect from time to time and in whi
the Executive was participating as of the effectlage of such termination, to the extent that staitinued participation by the Executive is
permitted under the terms and conditions of suahg(unless such continued participation is reasttior prohibited by applicable
governmental regulations governing such plans)| tin first to occur of the Ending Date or (sepakawith respect to
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the termination of each benefit) the provision gudstantially equivalent benefit to the Executiyeanother employer of the Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(vi) Any other benefits payable to the Executivemhis termination without cause, or to which the&utive otherwise may be entitled,
under any benefit plans or programs of the Comanieffect on the effective date of such termonati

(e) Termination Without Cause After a Change of {@nlf, after the occurrence of a Change of Cohtthe Companies or any Permitted
Assignee terminates the Executive's employmentrhiieagreement for any reason other than cauieedexecutive's death or disability,
then the Executive shall be entitled to receivenftbe Companies and the Permitted Assignee, ifalhpf whom shall be jointly and
severally liable therefor), all of the compensatibenefits, and other payments from the Companigshware described and provided for in
subparagraph (d) of this Paragraph 10; providedieler, that (i) the aggregate Base Salary payabderusubparagraph (d)(i) for all periods
through the Ending Date shall be paid to the Exeeun a lump sum without regard to Other Employinast later than thirty (30) days after
the effective date of such termination, (ii) thenimum annual incentive bonus payable under subpaphgd)(ii) shall be paid to the
Executive not later than thirty (30) days after ¢fifective date of such termination (with any bakof such annual incentive bonus being
payable as provided in such subparagraph

(d)(ii)), and (iii) the amount payable under sulggzaaph (d)(iii) shall be paid to the Executive ilump sum not later than thirty (30) days &
the effective date of such termination.

(f) Constructive Termination. If at any time duritige term of this agreement the Board, the Chiefciive Officer of CSGS, or a Permitted
Assignee materially alters the duties and respditib of the Executive provided for in Paragrdpbr assigns to the Executive duties and
responsibilities inappropriate to the chief opemgbfficer of the Companies without the Executiwe‘&ten consent, then, at the election of
Executive (such election to be made by writtena®tiom the Executive to the Board or the Permifiegignee, as may be appropriate in the
circumstances), (i) such action by the Board, theefExecutive Officer of CSGS, or such Permittesbiynee shall constitute a constructive
termination of the Executive's employment by thenpanies for a reason other than cause, (ii) thewke thereupon may resign from his
offices and positions with the Companies and ghatlbbe obligated to perform any further servicearmf kind to or for the Companies, and
(iii) the Executive shall be entitled to receiverfr the Companies (and the Permitted Assignee pifGble) at the applicable times all of the
compensation, benefits, and other payments deskibsubparagraph

(d) or subparagraph (e) of this Paragraph 10 (véhiehmay be applicable), as if the effective ddtine Executive's resignation were the
effective date of his termination of employment farposes of determining such compensation, benefid other payments.

(9) Voluntary Resignation. If the Executive voluriliaresigns as an employee of the Companies aselly voluntarily terminates his
employment under this agreement and if none of atdgpaphs (a) through (f) of this Paragraph 1@dieable to such termination, then the
Executive shall be entitled to receive only thédwing compensation, benefits, and other payments the Companies:

() The Base Salary through the effective dateuchsvoluntary resignation;

(i) Any other amounts earned, accrued, or oweithéoExecutive under this agreement but not paif &se effective date of such voluntary
resignation;

(iii) If (and only if) the Executive's voluntary signation is effective on December 31 of a particehlendar year, the Executive's annual
incentive bonus (if any) for such calendar yeahd@aid in accordance with the regular schedulédo
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payment; and

(iv) Any other benefits payable to the Executivemhis voluntary resignation, or to which the Exe@iotherwise may be entitled, under :
benefit plans or programs of the Companies in effache effective date of such voluntary resigomati

The Executive understands and agrees that if tiiparagraph (g) is applicable to the terminatiothefExecutive's employment with the
Companies, then, unless his voluntary resignat@ffective on December 31 of a particular caley@ar, the Executive will not be entitled
to any annual incentive bonus for the calendar yreathich his voluntary resignation becomes effezti

(h) Liquidated Damages. The Executive agrees tegidbe compensation, benefits, and other paynpeatéded for in subparagraph (d),
subparagraph (e), or subparagraph (f) of this Papdgl0, as the case may be, as full and comjdptielhted damages for any breach of this
agreement resulting from the actual or construdivmination of the Executive's employment undés dyreement for a reason other than
cause or the Executive's death or disability; dedExecutive shall not have and hereby waives elmtjuishes any other rights or claims in
respect of such breach.

(i) Notice of Other Employment and of Benefits. TEeecutive promptly shall notify the Companies inting of (i) his acceptance of the
Other Employment referred to in subparagraph (dhisfParagraph 10, (ii) the effective date of s@ther Employment, and (iii) the amount
of salary, cash bonus, and consulting fees whietEtkecutive receives or is entitled to receive ftbeOther Employment for services
performed by him during the period from the comneenent of the Other Employment through the EndinteD&henever relevant for
purposes of this Paragraph 10, the Executive alsmptly shall notify the Companies of his receinfi another employer of any benefits of
the types referred to in subparagraphs (b)(iv) @ng/) of this Paragraph

10. Such information shall be updated by the Exeewrhenever necessary to keep the Companies iefbon a current basis.

() Modification of Benefit Plans or Programs. Nioitp contained in this Paragraph 10 shall oblighte@ompanies to institute, maintain, or
refrain from changing, amending, or discontinuimg aenefit plan or program referred to in subpaappr(b)(iv) or (d)(v) of this Paragraph
10 so long as such actions are similarly applicatkenior executives of the Companies generally.

(k) Rights of Estate. If the Executive dies priotis receipt of all of the cash payments to whielmay be entitled pursuant to subparagraph
(b),

(c), (d), (e), (), or (g) of this Paragraph 1@&ify such subparagraph becomes applicable, themfged portion of such cash payments shall
be paid by the Companies to the personal reprasentd the Executive's estate at the same tintevas that the payments would have been
made to the Executive if he still were living.

(I) Excess Parachute Payments. If any of the pajsnenuired to be made to the Executive pursuastlparagraph (d), (e), or (f) of this
Paragraph 10 constitute "excess parachute paymeitksti the meaning of Section 280G of the IntefRalenue Code of 1986, as amended,
and any regulations thereunder, and the Executieerhes liable for any excise tax on such "excesschate payments" and any interest or
penalties thereon (such excise tax, interest, andlfies, collectively, the "Tax Penalties"), tka Companies (and the Permitted Assigne
applicable) promptly shall make a cash payment'@uslitional Payment”) to the Executive in an ambequal to the Tax Penalties. The
Companies also promptly shall make an additionsth ggayment to the Executive in an amount round¢bdemearest $100.00 which is equal
to any additional income, excise, and other tanem( the individual tax rates applicable to the&xive for the year for which such Tax
Penalties are owed) for which the Executive willibble as a result of the Executive's receiphef Additional Payment (the additional cash
payment provided for in this sentence being retetoeas a "Gross-Up Payment"). In addition, thedttige shall be entitled to promptly
receive from the Companies (and the Permitted Assigif applicable) a further Gross-Up Paymengspect of each prior Gro&lp Paymer
until the amount of the last Gross-Up Paymentss tban $100.00.

11. Nondisclosure. During the term of this agreenaeid thereafter, the Executive shall not, withibiet
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prior written consent of the Board or a persongothan the Executive) so authorized by the Badigttlose or use for any purpose (except in
the course of his employment under this agreemmahirafurtherance of the business of the Compamiesy of their respective subsidiaries)
any confidential information, trade secrets, ompietary data of the Companies or any of their eetipe subsidiaries (collectively, for
purposes of this agreement, "Confidential Inforwit); provided, however, that Confidential Informaat shall not include any information
then known generally to the public or ascertaindtdm public or published information (other thamaaresult of unauthorized disclosure by
the Executive) or any information of a type notesthise considered confidential by persons engagéiei same business or a business
similar to that conducted by the Companies or ttespective subsidiaries, as the case may be.

12. Successors and Assigns. This agreement arigha under this agreement shall be binding uparre to the benefit of, and be
enforceable by the parties hereto and their resepersonal or legal representatives, executdmjrastrators, heirs, distributees, devisees,
legatees, successors, and assigns. This agreesymsonal in nature, and none of the partiesiscatireement shall, without the written
consent of the others, assign or transfer thiseagest or any right or obligation under this agreeine any other person or entity, except as
permitted by Paragraph 14.

13. Notices. For purposes of this agreement, ol other communications provided for in thissagrent shall be deemed to be properly
given if delivered personally or sent either by tAeusiness-day prepaid express delivery by a razedmational express delivery service or
by United States certified mail, return receiptuested, postage prepaid, in either case addresdetlcavs:

If to the Executive: John P. Pogge
c/o CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111

If to the Companies: CSG Systems Internati onal, Inc.
and CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111,

or to such other address as either party may hawéshed to the other party in writing in accordamgth this paragraph. Such notices or @
communications shall be effective only upon receipt

14. Merger, Consolidation, Sale of Assets. In thent of (a) a merger of Systems with another catian (other than CSGS) in a transaction
in which Systems is not the surviving corporatii),the consolidation of Systems into a new corponaresulting from such consolidation,
(c) the sale or other disposition of all or sub8tdly all of the assets of Systems, the Companiag assign this agreement and all of the ri
and obligations of the Companies under this agreetoehe surviving, resulting, or acquiring entjfgr purposes of this agreement, a
"Permitted Assignee"); provided, that such sungyiresulting, or acquiring entity shall in writimgsume and agree to perform all of the
obligations of the Companies under this agreenaerd;provided further, that the Companies shall reroéntly and severally liable for the
performance of the obligations of the Companiesutitis agreement in the event of a failure ofRkeemitted Assignee to perform its
obligations under this agreement.

15. Change of Control. For purposes of this agregnae’Change of Control" shall be deemed to haseiwed upon the happening of any of
the following events:

(a) CSGS is merged or consolidated into anothgraration, and immediately after such merger or olidiation becomes effective the
holders of a majority of the outstanding sharegabing capital stock of CSGS immediately prior e effectiveness of such merger or
consolidation do not own (directly or indirectly)rajority of the outstanding shares of voting castock of the surviving or resulting

corporation in such merger or consolidation,
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(b) CSGS ceases to own (directly or indirectly) @ority of the outstanding shares of voting capstakck of Systems (unless such event
results from the merger of Systems into CSGS, witlthange in the ownership of the voting capitatlstof CSGS, or from the dissolution of
Systems and the continuation of its business by £)SG

(c) Systems is merged or consolidated into a caitpor other than CSGS, and at any time after sustyen or consolidation becomes
effective CSGS does not own (directly or indirecymajority of the outstanding shares of votingited stock of the surviving or resulting
corporation in such merger or consolidation,

(d) the stockholders of Systems vote (or act bytamiconsent) to dissolve Systems (unless the bssiof Systems will be continued by
CSGS) or to sell or otherwise dispose of all orssaifitially all of the property and assets of Systéother than to an entity or group of enti
which is then under common ownership (directlyratiiectly) with Systems),

(e) any person, entity, or group of persons withinmeaning of Sections 13(d) or 14(d) of the SéearExchange Act of 1934 (the "1934
Act") and the rules promulgated thereunder becamegeneficial owner (within the meaning of Rulal4Bunder the 1934 Act) of thirty
percent (30%) or more of the outstanding votingtehptock of CSGS, or

(f) during any period of two consecutive yearseassl, individuals who at the beginning of such gkdonstituted the Board of Directors of
CSGS cease, for any reason, to constitute atdemstjority of the Board of Directors of CSGS, uslé®e election or nomination for election
of each new director of CSGS who took office dursuigh period was approved by a vote of at leagtrggyfive percent (75%) of the
directors of CSGS still in office at the time ofthuelection or nomination for election who wereedtors of CSGS at the beginning of such
period.

16. Miscellaneous. No provision of this agreemeayine modified, waived, or discharged unless suaifvev, modification, or discharge is
agreed to in writing and is signed by the Execuéimd an officer of CSGS (other than the Executseequthorized by the Board. No waivel
any party to this agreement at any time of anydirdey any other party of, or compliance by any offaty with, any condition or provision
of this agreement to be performed by such othdy ghall be deemed to be a waiver of similar osidilar provisions or conditions at the
same or any prior or subsequent time. No agreenoemepresentations, oral or otherwise, expressiplied, with respect to the subject
matter of this agreement have been made by any tbet are not expressly set forth in this agredmen

17. Representations of Companies. The Companiesabvrepresent and warrant to the Executivettney have full legal power and
authority to enter into this agreement, that theceiion and delivery of this agreement by the Camgsahave been duly authorized by their
respective boards of directors, and that the pexdioice of their respective obligations under thiament will not violate any agreement
between the Companies, or either of them, and #ar @erson, firm, or organization.

18. Non-Solicitation of Employees. For a periodbné (1) year after the effective date of the teatian of the Executive's employment under
this agreement for any reason, whether voluntarilinvoluntarily and with or without cause, withate prior written consent of CSGS the
Executive agrees

(i) not to directly or indirectly employ, soliciof employment, assist any other person in emplogirgpliciting for employment, or advise or
recommend to any other person that such other pemsploy or solicit for employment any person whert is an employee of the Compal
(or either of them) or any of the respective suibsids of the Companies and (ii) not to recommendrty then employee of the Companies
either of them) or any of the respective subsidmdf the Companies that such employee leave tpéograf such employer.

19. Post-Termination Noncompetition. Because thefidential Information known to or developed by #xeecutive during his employment
by the Companies encompasses at the highest fdeeaination concerning the plans, strategies, prtsjuperations, and existing and
prospective customers of the Companies and couldmactically be
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disregarded by the Executive, the Executive ackadgés that his provision of executive servicesaorapetitor of the Companies or either
of them soon after the termination of the Execugieenployment by the Companies would inevitablyltda the use of the Confidential
Information by the Executive in his performancesoth executive services, even if the Executive uwerese his best efforts to avoid such use
of the Confidential Information. To prevent sucle w$ the Confidential Information and the resultintfair competition and wrongful
appropriation of the goodwill and other valuablegietary interests of the Companies, the Execwtigees that for a period of one (1) year
after the termination of his employment by the Canips for any reason, whether voluntarily or invéuily and with or without cause, the
Executive will not, directly or indirectly:

(a) engage, whether as an employee, agent, comsuftdependent contractor, owner, partner, mendyestherwise, in a business activity
which then competes in a material way with a bussreectivity then being actively engaged in by tlen@anies or either of them;

(b) solicit or recommend to any other person thahgeriod solicit any then customer of the Comgsuwoir either or them, which customer
also was a customer of the Companies or eithdravhtat any time during the one (1) year periodrgdadhe termination of the Executive's
employment by the Companies, for the purpose dinistg the business of such customer in competitith the Companies or either of
them; or

(c) induce or attempt to induce any then custom@raspective customer of the Companies or eithérem to terminate or not commence a
business relationship with the Companies or eitfighem.

The Companies and the Executive acknowledge arekdbat the restrictions contained in this Pardgfdfpare both reasonable and nece:

in view of the Executive's positions with the Comies and that the Executive's compensation anditenader this agreement are sufficient
consideration for the Executive's acceptance df sestrictions. Nevertheless, if any of the retitsits contained in this Paragraph 19 are
found by a court having jurisdiction to be unreasdar, or excessively broad as to geographic aréianer or otherwise unenforceable, then
the parties intend that the restrictions containegtlis Paragraph 19 be modified by such courtsstode reasonable and enforceable and, as
so modified by the court, be fully enforced. Nothitontained in this paragraph shall be construgut¢olude the investment by the Executive
of any of his assets in any publicly owned entdyang as the Executive has no direct or indineebivement in the business of such entity
and owns less than 2% of the voting equity seasritif such entity. Nothing contained in this paapbrshall be construed to preclude the
Executive from becoming employed by or serving asrsultant to or having dealings with a publiclyned entity one of whose businesst

a competitor of the Companies or either of therfoag as such employment, consultation, or dealiftgeot directly or indirectly involve or
relate to the business of such entity which israpetitor of the Companies or either of them.

20. Joint and Several Obligations. All of the ohtigns of the Companies under this agreement aregod several; and neither the
bankruptcy, insolvency, dissolution, merger, comsaion, or reorganization nor the cessation ofriess or corporate existence of one of the
Companies shall affect, impair, or diminish theigétions under this agreement of the other of thmm@anies. The compensation and benefits
to which the Executive is entitled under this agreat are aggregate compensation and benefitsharghiyment of such compensation or the
provision of such benefits by one of the Compasted! to the extent of such payment or provisidisBathe obligations of the other of the
Companies. The Companies may agree between thesasedvto which of them will be responsible for samell of the Executive's
compensation and benefits under this agreemengriyusuch agreement between the Companies shallmatish to any extent the joint and
several liability of the Companies to the Execufimeall of such compensation and benefits.

21. Injunctive Relief. The Executive acknowleddeatthis violation of the provisions and restricBaontained in Paragraphs 11, 18, and 19
could cause significant injury to the Companiesvibich the Companies would have no adequate remeldyv. Accordingly, the Executive
agrees that the Companies will be entitled, intoldito any other rights and remedies that then beagvailable to the Companies, to seek
and obtain injunctive relief to prevent any breaclpotential breach of any of the provisions aradrietions contained in Paragraph 11, 18, or
19.
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22. Dispute Resolution. Subject to the provisiohBaragraph 21, any claim by the Executive or then@anies arising from or in connection
with this agreement, whether based on contradt,dcommon law, equity, statute, regulation, ordemtherwise (a "Dispute"), shall be
resolved as follows:

(a) Such Dispute shall be submitted to mandatodybamding arbitration at the election of either teecutive or the particular Company
involved (the "Disputing Party"). Except as othesgvprovided in this Paragraph 22, the arbitratiall e pursuant to the Commercial
Arbitration Rules of the American Arbitration Assation (the "AAA").

(b) To initiate the arbitration, the Disputing Bashall notify the other party in writing within 3fays after the occurrence of the event or
events which give rise to the Dispute (the "Arkitra Demand"), which notice shall (i) describe @asonable detail the nature of the Dispute,
(i) state the amount of any claim,

(iii) specify the requested relief, and (iv) nanmeaabitrator who (A) has been licensed to pradaeein the U.S. for at least ten years, (B) has
no past or present relationship with either thedtkge or the Companies, and (C) is experiencedpnesenting clients in connection with
employment related disputes (the "Basic Qualifaral’). Within fifteen (15) days after the othertgar receipt of the Arbitration Demand,
such other party shall serve on the Disputing Paryitten statement (i) answering the claims sghfin the Arbitration Demand and
including any affirmative defenses of such parify,asserting any counterclaim, which statementi$/a describe in reasonable detail the
nature of the Dispute relating to the counterclgi®),state the amount of the counterclaim, andsf&cify the requested relief, and (iii)
naming a second arbitrator satisfying the Basiclijeations. Promptly, but in any event within fiy8) days thereafter, the two arbitrators so
named shall select a third neutral arbitrator feofist provided by the AAA of potential arbitratosdo satisfy the Basic Qualifications and
who have no past or present relationship with eirtigs' counsel, except as otherwise disclosediimg to and approved by the parties. The
arbitration will be heard by a panel of the thregiteators so chosen (the "Arbitration Panel"),nilte third arbitrator so chosen serving as the
chairperson of the Arbitration Panel. Decisionsofiajority of the members of the Arbitration Pastedll be determinative.

(c) The arbitration hearing shall be held in Den@wlorado. The Arbitration Panel is specificallyttzorized to render partial or full summary
judgment as provided for in the Federal Rules @flGrocedure. The Arbitration Panel will have noager or authority, under the Commer:
Arbitration Rules of the AAA or otherwise, to releethe parties from their agreement hereunderttitrate or otherwise to amend or disreg
any provision of this agreement, including, withbortitation, the provisions of this Paragraph 22.

(d) If an arbitrator refuses or is unable to pratedth arbitration proceedings as called for by tRaragraph 22, such arbitrator shall be
replaced by the party who selected such arbit@taf such arbitrator was selected by the twoypappointed arbitrators, by such two party-
appointed arbitrators' selecting a new third aalbitrin accordance with Paragraph 22(b), in eitidse within five (5) days after such declir
or withdrawing arbitrator's giving notice of reflisa inability to proceed. Each such replacemehitaator shall satisfy the Basic
Qualifications. If an arbitrator is replaced punsu@ this Paragraph 22(d) after the arbitratioartmgy has commenced, then a rehearing shall
take place in accordance with the provisions af Baragraph 22(d) and the Commercial ArbitratioleRof the

AAA,

(e) Within ten (10) days after the closing of theitaation hearing, the Arbitration Panel shallpmee and distribute to the parties a writing
setting forth the Arbitration Panel's finding otfa and conclusions of law relating to the Dispirteluding the reason for the giving or denial
of any award. The findings and conclusions andathard, if any, shall be deemed to be confidentifdrimation.

(f) The Arbitration Panel is instructed to schedplemptly all discovery and other procedural
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steps and otherwise to assume case managemeativritind control to effect an efficient and exgtieds resolution of the Dispute. The
Arbitration Panel is authorized to issue monetanycsions against either party if, upon a showingadd cause, such party is unreasonably
delaying the proceeding.

(9) Any award rendered by the Arbitration Panel i final, conclusive, and binding upon the paitend any judgment on such award may
be entered and enforced in any court of competeisiiiction.

(h) Each party will bear a pro rata share of afecosts, and expenses of the arbitrators; amgijthstanding any law to the contrary, each
party will bear all of the fees, costs, and expsrtdehis or its own attorneys, experts, and witagesslowever, in connection with any judicial
proceeding to compel arbitration pursuant to tgi®ament or to enforce any award rendered by thération Panel, the prevailing party in
such a proceeding will be entitled to recover reabte attorneys' fees and expenses incurred inection with such proceedings, in addition
to any other relief to which such party may betédi

(i) Nothing contained in the preceding provisiofishis Paragraph 22 shall be construed to previémreparty from seeking from a court a
temporary restraining order or other injunctiveeebending final resolution of a Dispute pursutinthis Paragraph 22.

23. No Duty to Seek Employment. The Executive shaillbe under any duty or obligation to seek oeptother employment following the
termination of his employment by the Companies; axdept as expressly provided in subparagrapliis)b)d)(i), and (d)(v) of Paragraph
10, no amount, payment, or benefit due the Exeeutider this agreement shall be reduced, suspeoddidcontinued if the Executive
accepts such other employment.

24. Withholding of Taxes. The Companies may witdhobm any amounts payable to the Executive urfieragreement all federal, state,
and local taxes which are required to be so withbglany applicable law or governmental regulationuling.

25. Validity. The invalidity or unenforceability @iy provision or provisions of this agreement lshai affect the validity or enforceability of
any other provision of this agreement, which ogirewision shall remain in full force and effect;rrehall the invalidity or unenforceability of
a portion of any provision of this agreement affibet validity or enforceability of the balance ath provision.

26. Counterparts. This document may be executedénor more counterparts, each of which shall leengéel to be an original and all of
which together shall constitute a single agreement.

27. Headings. The headings of the paragraphs cautan this document are for reference purposesamd shall not in any way affect the
meaning or interpretation of any provision of tagreement.

28. Applicable Law. This agreement shall be govetmgand construed in accordance with the intesnbtantive laws, and not the choice of
law rules, of the State of Colorado.

IN WITNESS WHEREOF, the Companies and the Execuibase executed this agreement on the day and iysaalhove written.

CSG SYSTEMS INTERNATIONAL, INC.,
a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive Oficer
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CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive O ficer

/sl John P. Pogge

John P. Pogge
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EXHIBIT 10.46

EMPLOYMENT AGREEMENT

This Employment Agreement is made and enteredantthe 17th day of

November, 1998, among CSG SYSTEMS INTERNATIONALON"CSGS"), a Delaware corporation, CSG SYSTEM&;.I("Systems"),
Delaware corporation, and EDWARD NAFUS (the "Exéeell). CSGS and Systems collectively are refercenh this Employment
Agreement as the "Companies".

* k *

WHEREAS, Systems is a wholly-owned subsidiary o83SSand

WHEREAS, the Executive currently is employed byt8gss and serves as an Executive Vice Presiderttbfdf the Companies; and
WHEREAS, the Companies desire to provide for thetiooed employment of the Executive as an Executiee President; and
WHEREAS, the Executive desires to accept such coatl employment upon the terms set forth in thisement;

NOW, THEREFORE, in consideration of the foregoiggitals and the respective covenants and agreemikthis parties contained in tt
document, the Companies and the Executive agridiaws:

1. Employment and Duties. Each of the Companiestiyeemploys the Executive as an Executive Viceiéeas throughout the term of this
agreement and agrees to cause the Executive froentdi time to be elected or appointed to such catpmffice or position. The duties and
responsibilities of the Executive shall include theies and responsibilities of the Executive'poaate office and position referred to in the
preceding sentence which are set forth in the misjgebylaws of the Companies from time to time andh other duties and responsibilities
consistent with the Executive's corporate officd position referred to in the preceding sentenckthis agreement which the Board of
Directors of CSGS (the "Board"), the Chief Execeat®fficer of CSGS, or the Chief Operating OfficéIGEGS from time to time may assign
to the Executive. If the Executive is elected goa@ipted as a director of CSGS or Systems or agfmeioor director of any of the respective
subsidiaries of the Companies during the term igfdgreement, then he also shall serve in suctcitgma capacities but without additional
compensation.

2. Term. The term of this agreement shall begithendate of this

agreement and shall continue thereafter througlember 31, 1999, unless the Executive's employnmahtnthis agreement is sooner
terminated in accordance with this agreement. CeeBwer 31 of each year during the term of thisemgent, as extended from time to time
pursuant to this sentence, beginning December@8,the term of this agreement automatically aitdoumt further action being required
shall be extended by one (1) year unless, not fhger one (1) year prior to a particular Decemtleregher CSGS notifies the Executive and
Systems in writing or the Executive notifies then@mnies in writing that such extension shall naus®n such December 31, in which latter
case this agreement shall terminate upon the digiraf its then current term, unless the Exectgieenployment under this agreement is
sooner terminated in accordance with this agreenRaferences in this agreement to the "current'teffrthis agreement shall include both
the original term of this agreement and any autangdtensions of such term which actually have aexlipursuant to this Paragraph 2.

3. Place of Employment. Regardless of the locatfathe executive offices of the Companies durirgtérm of this agreement, the Compa
shall maintain a suitably staffed office for theeExtive in the Denver, Colorado, metropolitan atedng the term of this agreement; and the
Executive will not be required without his consemtelocate or transfer his executive office onpipal residence from the immediate vicir
of the Denver, Colorado, metropolitan area.
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4. Base Salary. For all services to be renderetthdyxecutive pursuant to this agreement, the Campagree to pay the Executive during
the term of this agreement a base salary (the "Balsy") at an annual rate of $250,000 throughebdser 31, 1998, and at an annual rate of
not less than $262,500 after December 31, 1998iged, that the Base Salary as then in effect &lealhcreased as of January 1 of each
calendar year after 1999 during the term of thiagent by at least the same percentage that tired Btates Department of Labor
Consumer Price Index (All Items) for All Urban Caomnsers, 1982-84=100 ("CPI-U") for the November imimaéaly preceding such January 1
increased over the CPI-U for the November one gadrer. The Board shall review the Base Salatgast annually for the purpose of
determining whether a Base Salary increase gréaarsuch CPI-U increase should be granted to xkelEive for a particular 12-month
period. The Executive's annual incentive bonus igiex/for in Paragraph 5 and all other compensatimhbenefits to which the Executive is
or may become entitled pursuant to this agreememnder any plans or programs of the Companies bhah addition to the Base Salary.

5. Annual Incentive Bonus. As soon as practicafikr ¢ghe execution of this agreement, the Boardl sistablish an incentive bonus program
for the Executive for 1999. Such incentive bonusgpam shall be reflected either in a written suppat to this agreement signed by the
Companies and the Executive or in such other famiha Companies and the Executive may agree ugmnsdme procedure shall be
followed for subsequent calendar years duringehm bf this agreement, so that an annual incetveis program for the Executive will be
in effect throughout the term of this agreemene Executive and the Companies understand and ad&dgethat, among other things, such
incentive bonus program will involve achievementtly Companies of various financial objectives,alihinay include but are not limited to
revenues and earnings, and also may include ach&weby the Companies of various nfimencial objectives. Such incentive bonus prog
for each calendar year shall provide the opponfioit the Executive to earn an incentive bonusaifless than fifty-five percent (55%) of his
Base Salary for such calendar year if the agreed opjectives are fully achieved. The Board frometito time also may establish incentive
compensation programs for the Executive coveringge of more than one (1) year, and any such progrshall be in addition to the annual
incentive bonus program required by this Paragfagtor 1998 the annual incentive bonus programipusly established by the Companies
for the Executive shall remain in effect.

6. Expenses. During the term of this agreementEeeutive shall be entitled to prompt reimbursenignthe Companies of all reasonable
ordinary and necessary travel, entertainment, #mek @xpenses incurred by the Executive (in acemelavith the policies and procedures
established by the Companies for their respectwios executive officers) in the performance ofdhigies and responsibilities under this
agreement; provided, that the Executive shall plg@ecount for such expenses in accordance wélptiicies and procedures of the
Companies, which may include but are not limitedgmized accountings.

7. Other Benefits. During the term of this agreetntiie Companies shall provide to the Executive l@netligible dependents at the expense
of the Companies individual or group medical, hapdental, and lonterm disability insurance coverages and groupitiseirance coverag
in each case at least as favorable as those c@savdych are provided to other vice presidenthef@Gompanies. During the term of this
agreement, the Executive also shall be entitlgzhtticipate in such other benefit plans or prograrhieh the Companies from time to time
may make available to their employees generallgdpksuch programs, such as the 1996 Employee Binchkase Plan of CSGS, in which
executive officers of CSGS are not eligible to jpiphte because of securities law reasons).

8. Vacations and Holidays. During the term of tiggseement, the Executive shall be entitled to pa@itions and holidays in accordance with
the policies of the Companies in effect from tirogiine for their respective senior executive officéut in no event shall the Executive be
entitled to less than four (4) weeks of vacationrmfueach calendar year.

9. Full-Time Efforts and Other Activities. Duringe term of this agreement, to the best of histgtaind using all of his skills, the Executive
shall devote substantially all of his working tirmed efforts during the normal business hours offbmpanies to the business and affairs of
the Companies and to the diligent and faithful pemiance of the duties and responsibilities assigoddm pursuant to this agreement, except
for vacations, holidays, and sick days. Howeves,EiRecutive may devote a reasonable amount ofrhéstb civic, community, or charitable
activities, to service on the governing bodiesanmittees of trade associations or similar orgaiumna of
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which either or both of the Companies are memtaard, with the prior approval of the Board or theeExecutive Officer of CSGS, to
service as a director of other corporations anather types of activities not expressly mentiorrethis paragraph, so long as the activities
referred to in this sentence do not materiallyrfietee with the proper performance of the Execusikities and responsibilities under this
agreement. The Executive also shall be free to geaad invest his assets in such manner as willegpiire any substantial services by the
Executive in the conduct of the businesses orraffsithe entities or in the management of the @rigs in which such investments are made,
so long as such activities do not materially irdezfwith the proper performance of the Executigatses and responsibilities under this
agreement.

10. Termination of Employment.

(a) Termination Because of Death. The Executivagleyment by the Companies under this agreemeffittsehminate upon his death. If the
Executive's employment under this agreement terti@sgnizecause of his death, then the Executive'seesthis beneficiaries (as the case may
be) shall be entitled to receive the following cangation and benefits from the Companies:

() The Base Salary through the date of the Exgeldideath;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which kistld occurs (computed as if the Executive
were employed by the Companies throughout suctmdateyear), based upon the number of days in saleimdar year elapsed through the
date of the Executive's death as a proportion 6f 86be paid at the same time that such incebtdreis would have been paid had the
Executive's death not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paiaf #se date of the Executive's death;

(iv) Any other benefits payable by reason of theéirive's death, or to which the Executive otheswngy be entitled, under any benefit p
or programs of the Companies in effect on the datke Executive's death.

(b) Termination Because of Disability. If the Ex&ea becomes incapable by reason of physical injdisease, or mental iliness of
substantially performing his duties and responiigdl under this agreement for a continuous peoicgix (6) months or more or for more than
one hundred eighty (180) days in the aggregatetpen®r not consecutive) during any 12-month peribdn at any time after the elapse of
such sixmonth period or such 180 days, as the case mapd&oard may terminate the Executive's employrbgrihe Companies under t
agreement. If the Executive's employment underafieement is terminated by the Board becausecbfdigability on the part of the
Executive, then the Executive shall be entitleceteive the following compensation and benefitefftbe Companies:

() The Base Salary through the effective dateuchstermination;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which gaofmination occurs (computed as if the
Executive were employed by the Companies througbocit calendar year), based upon the number ofidaysh calendar year elapsed
through the effective date of such termination asoportion of 365, to be paid at the same timé sbah incentive bonus would have been
paid if such termination had not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paif #se effective date of such
termination;
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(iv) Continued participation in the following beitgilans or programs of the Companies which mainkeffect from time to time and in
which the Executive was participating as of theetiize date of such termination, to the extent shah continued participation by the
Executive is permitted under the terms and comnuitiof such plans (unless such continued participas restricted or prohibited by
applicable governmental regulations governing slahs), until the first to occur of the cessatidisuach disability, the Executive's death, the
Executive's attainment of age sixty-five (65), eefarately with respect to the termination of daaefit) the provision of a substantially
equivalent benefit to the Executive by another exygd of the Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(v) Any other benefits payable by reason of thedttige's disability, or to which the Executive athvése may be entitled, under any benefit
plans or programs of the Companies in effect oreffective date of such termination.

For purposes of this subparagraph (b), decisiotts spect to the Executive's disability shall kedmby the Board, using its reasonable ¢
faith judgment; and, in making any such decisibre, Board shall be entitled to rely upon the opireba duly licensed and qualified physic
selected by a majority of the members of the Bodrd are not employees of either of the Companiemngrof their respective subsidiaries.

(c) Termination for Cause. The Board may terminlgExecutive's employment by the Companies urideragreement for cause; however,
for purposes of this agreement "cause" shall me&an(9 the Executive's confession or convictiontloéft, fraud, embezzlement, or other
crime involving dishonesty, (ii) the Executive'sessive absenteeism (other than by reason of @iysjary, disease, or mental iliness)
without a reasonable justification,

(iii) material violation by the Executive of thequisions of Paragraph 11,

(iv) habitual and material negligence by the Exieuin the performance of his duties and respolisés under or pursuant to this agreement
and failure on the part of the Executive to curehsoegligence within twenty (20) days after hisiptof a written notice from the Board or
the Chief Executive Officer of CSGS setting fomhréasonable detail the particulars of such negtige(v) material non-compliance by the
Executive with his obligations under Paragraph @ failure to correct such non-compliance within tye(20) days after his receipt of a
written notice from the Board or the Chief Execat®fficer of CSGS setting forth in reasonable déle particulars of such non-compliance,
(vi) material failure by the Executive to complytiva lawful directive of the Board or the Chief Exéve Officer of CSGS and failure to ct
such non- compliance within twenty (20) days affisrreceipt of a written notice from the Board loe Chief Executive Officer of CSGS
setting forth in reasonable detail the particutdrsuch non-compliance, (vii) a material breactiti®/ Executive of any of his fiduciary duties
to the Companies and, if such breach is curabéeEttecutive's failure to cure such breach withm(te) days after his receipt of a written
notice from the Board or the Chief Executive Offio CSGS setting forth in reasonable detail theigaars of such breach, or

(viii) willful misconduct or fraud on the part dfi¢ Executive in the performance of his duties utidisragreement. In no event shall the re
of operations of the Companies or any businessnahg made in good faith by the Executive constituténdependent basis for termination
for cause of the Executive's employment underaieement. Any termination of the Executive's emmlent for cause must be authorizet
a majority vote of the Board taken not later tharer{9) months after a majority of the membershef Board (other than the Executive) have
actual knowledge of the occurrence of the everboduct constituting the cause for such terminatifothe Executive's employment under
this agreement is terminated by the Board for cathem the Executive shall be entitled to receheefbllowing compensation and benefits
from the Companies:

() The Base Salary through the effective dateuchstermination;
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(i) Any other amounts earned, accrued, or owetthéoExecutive under this agreement but not paiuf #se effective date of such terminati
and

(iii) Any other benefits payable to the Executiyion his termination for cause, or to which the Exize otherwise may be entitled, under
benefit plans or programs of the Companies in effedhe effective date of such termination.

(d) Termination Without Cause Prior to a Chang€ohtrol. If, prior to the occurrence of a Change&ofhtrol, the Companies terminate the
Executive's employment under this agreement forraagon other than cause or the Executive's deatisability, then the Executive shall be
entitled to receive the following compensation, défin, and other payments from the Companies:

(i) The Base Salary through that date which is @)eear after the effective date of such termoratthe "Ending Date"), to be paid at the
same times that the Base Salary would have bednfmich termination had not occurred; providéat if the Executive commences
employment with another employer, whether as anl@ep or as a consultant, prior to the Ending [fftepurposes of this Paragraph 10,
"Other Employment"), then such payments of the Ezalary shall be reduced from time to time by thgragate amount of salary, cash
bonus, and consulting fees received or receivapltbd Executive from the Other Employment for seegi performed by him during the
period from the commencement of the Other Employirtteough the Ending Date;

(i) The Executive's annual incentive bonus for ¢taéendar year in which such termination occursnmated as if the Executive were
employed by the Companies throughout such caleyeta), to be paid at the same time that such inebbnus would have been paid if
such termination had not occurred and to be notlessthe Executive's annual incentive bonus fercdlendar year immediately preceding
the calendar year in which such termination occurs;

(iii) An amount equal to fifty-five percent (55%j the Base Salary in effect on the effective ddtsuch termination, such amount to be paid,
without interest, one year after the effective dteuch termination.

(iv) Any other amounts earned, accrued, or owdti¢édExecutive under this agreement but not paiaf #se effective date of such
termination;

(v) Continued participation in the following bertgflans or programs of the Companies which maytedfect from time to time and in whi
the Executive was participating as of the effectiage of such termination, to the extent that staftinued participation by the Executive is
permitted under the terms and conditions of suahg(unless such continued participation is rdsttior prohibited by applicable
governmental regulations governing such plans)l tir& first to occur of the Ending Date or (sepalawith respect to the termination of
each benefit) the provision of a substantially egléint benefit to the Executive by another emplmfehe Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and
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(vi) Any other benefits payable to the Executivemhis termination without cause, or to which the&utive otherwise may be entitled,
under any benefit plans or programs of the Comanieffect on the effective date of such termonati

(e) Termination Without Cause After a Change of {@nlf, after the occurrence of a Change of Cohtthe Companies or any Permitted
Assignee terminates the Executive's employmentrhiteagreement for any reason other than cauieedexecutive's death or disability,
then the Executive shall be entitled to receivenftbe Companies and the Permitted Assignee, ifalhpf whom shall be jointly and
severally liable therefor), all of the compensatibenefits, and other payments from the Companigshware described and provided for in
subparagraph (d) of this Paragraph 10 (as modifjetthis subparagraph (e)); provided, however, {dor purposes of this subparagraph (e)
the Ending Date shall be two (2) years after tifiecéifre date of such termination, and the aggreBase Salary payable under subparagraph
(d)(i) (as modified by this subparagraph (e)) fivpariods through the Ending Date shall be paitheoExecutive in a lump sum without
regard to Other Employment not later than thirt§))(Bays after the effective date of such termimat{o) the minimum annual incentive bor
payable under subparagraph

(d)(ii) shall be paid to the Executive not latearitthirty (30) days after the effective date oftstermination (with any balance of such annual
incentive bonus being payable as provided in subparagraph (d)(ii)), and (iii) the amount payalnheler subparagraph (d)(iii) (as modified
by this subparagraph

(e)) shall be one hundred ten percent (110%) oBtee Salary in effect on the effective date ohdigemination and shall be paid to the
Executive in a lump sum not later than thirty (8@ys after the effective date of such termination.

(f) Constructive Termination. If at any time duritige term of this agreement the Board, the Chiefctkve Officer of CSGS, the Chief
Operating Officer of CSGS, or a Permitted Assigmeeerially alters the duties and responsibilitiethe Executive provided for in Paragraph
1 or assigns to the Executive duties and respditigbimaterially inappropriate to an executiveevjaresident of the Companies without the
Executive's written consent, then, at the eleatibiine Executive (such election to be made by amitiotice from the Executive to the Board
or the Permitted Assignee, as may be appropriateeicircumstances), (i) such action by the Botrel Chief Executive Officer of CSGS, the
Chief Operating Officer of CSGS, or such Permitdadignee shall constitute a constructive termimatibthe Executive's employment by the
Companies for a reason other than cause (the "@tise Termination"), (ii) the Executive thereuparay resign from his offices and
positions with the Companies and shall not be abéid to perform any further services of any kindrtéor the Companies, and (iii) the
Executive shall be entitled to receive from the @amnies (and the Permitted Assignee, if applicadi¢he applicable times all of the
compensation, benefits, and other payments deskciibgubparagraph (d) or subparagraph (e) of thiadgtaph 10 (whichever may be
applicable), as if the effective date of the Exa@i$ resignation were the effective date of himiration of employment for purposes of
determining such compensation, benefits, and qthgments. Notwithstanding the foregoing provisiohthis subparagraph (f), before
exercising any of his rights pursuant to the prewedentence, the Executive shall give writteng®td the Chief Executive Officer of CSGS
setting forth the Executive's intent to exercisehstights and specifying the Constructive Termimativhich the Executive claims to be the
basis for such intended exercise; and the Compahashave twenty (20) days after the Chief ExiweuDfficer has received such notice to
take such actions, if any, as the Companies may dgpropriate to eliminate such claimed Constracligrmination (without thereby
admitting that a Constructive Termination had oced). If the Companies so act to eliminate suchmdd Constructive Termination, then the
Executive shall not have any rights under this suagraph (f) with respect to such claimed Constraciermination.

(9) Voluntary Resignation. If the Executive voluniliaresigns as an employee of the Companies amektly voluntarily terminates his
employment under this agreement and if none of atdgraphs (a) through (f) of this Paragraph 1@gieable to such termination, then the
Executive shall be entitled to receive only thédiwing compensation, benefits, and other payments the Companies:

() The Base Salary through the effective dateuchsvoluntary resignation;

(if) Any other amounts earned, accrued, or owetthéoExecutive under this agreement but not paiuf #se effective date of such voluntary
resignation;
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(iii) If (and only if) the Executive's voluntary signation is effective on December 31 of a particehlendar year, the Executive's annual
incentive bonus (if any) for such calendar yeahd@aid in accordance with the regular schedulédpayment; and

(iv) Any other benefits payable to the Executivemhis voluntary resignation, or to which the Exe@iotherwise may be entitled, under :
benefit plans or programs of the Companies in effadhe effective date of such voluntary resigprati

The Executive understands and agrees that if tliparagraph (g) is applicable to the terminatiothefExecutive's employment with the
Companies, then, unless his voluntary resignat@ffective on December 31 of a particular caley@ar, the Executive will not be entitled
to any annual incentive bonus for the calendar yreathich his voluntary resignation becomes effezti

(h) Liquidated Damages. The Executive agrees tegidbe compensation, benefits, and other paynpeatéded for in subparagraph (d),
subparagraph (e), or subparagraph (f) of this Papdgl0, as the case may be, as full and comjdptielated damages for any breach of this
agreement resulting from the actual or construdvmination of the Executive's employment undés dyreement for a reason other than
cause or the Executive's death or disability; dedExecutive shall not have and hereby waives elmtjuishes any other rights or claims in
respect of such breach.

(i) Notice of Other Employment and of Benefits. TEeecutive promptly shall notify the Companies inting of (i) his acceptance of the
Other Employment referred to in subparagraph (dhisfParagraph 10, (ii) the effective date of s@ther Employment, and (iii) the amount
of salary, cash bonus, and consulting fees whietEtecutive receives or is entitled to receive ftbmOther Employment for services
performed by him during the period from the comneenent of the Other Employment through the EndinteD&henever relevant for
purposes of this Paragraph 10, the Executive alsmptly shall notify the Companies of his receijnfi another employer of any benefits of
the types referred to in subparagraphs (b)(iv) @ng/) of this Paragraph

10. Such information shall be updated by the Exeewrhenever necessary to keep the Companies ieftbon a current basis.

() Modification of Benefit Plans or Programs. Nioitp contained in this Paragraph 10 shall oblighte@ompanies to institute, maintain, or
refrain from changing, amending, or discontinuimg aenefit plan or program referred to in subpaapbr(b)(iv) or (d)(v) of this Paragraph
10 so long as such actions are similarly applicatkenior executives of the Companies generally.

(k) Rights of Estate. If the Executive dies priotis receipt of all of the cash payments to whielmay be entitled pursuant to subparagraph
(b),

(c), (d), (e), (), or (g) of this Paragraph 1@&ify such subparagraph becomes applicable, themfged portion of such cash payments shall
be paid by the Companies to the personal reprasentd the Executive's estate at the same tintevas that the payments would have been
made to the Executive if he still were living.

(I) Excess Parachute Payments. If any of the pajsnenuired to be made to the Executive pursuastlparagraph (d), (e), or (f) of this
Paragraph 10 constitute "excess parachute paymeitksti the meaning of Section 280G of the IntefRalenue Code of 1986, as amended,
and any regulations thereunder, and the Execu#eerhes liable for any excise tax on such "excesschate payments” and any interest or
penalties thereon (such excise tax, interest, andlfies, collectively, the "Tax Penalties"), tkea Companies (and the Permitted Assigne
applicable) promptly shall make a cash payment'@ueslitional Payment”) to the Executive in an ambequal to the Tax Penalties. The
Companies also promptly shall make an additionsh gayment to the Executive in an amount roundedemearest $100.00 which is equal
to any additional income, excise, and other tanemg the individual tax rates applicable to the&xive for the year for which such Tax
Penalties are owed) for which the Executive willibble as a result of the Executive's receiphef Additional Payment (the additional cash
payment provided for in this sentence being retetoeas a "Gross-Up Payment"). In addition, thedttige shall be entitled to promptly
receive from the Companies (and the Permitted Assigif applicable) a further Gross-Up Paymenespect of each
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prior Gross-Up Payment until the amount of the Ggiss-Up Payment is less than $100.00.

11. Nondisclosure. During the term of this agreetnaea thereafter, the Executive shall not, withivt prior written consent of the Board ¢
person (other than the Executive) so authorizethéyBoard, disclose or use for any purpose (exoepie course of his employment under
this agreement and in furtherance of the businEgeaCompanies or any of their respective subsiia any confidential information, trade
secrets, or proprietary data of the Companies poatheir respective subsidiaries (collectivelyr purposes of this agreement, "Confidential
Information™); provided, however, that Confidentiaformation shall not include any information themown generally to the public or
ascertainable from public or published informatfother than as a result of unauthorized disclobyréhe Executive) or any information of a
type not otherwise considered confidential by pessengaged in the same business or a businesardinihat conducted by the Companies
or their respective subsidiaries, as the case raay b

12. Successors and Assigns. This agreement arighd under this agreement shall be binding uparre to the benefit of, and be
enforceable by the parties hereto and their resgepersonal or legal representatives, executarsjr@strators, heirs, distributees, devisees,
legatees, successors, and assigns. This agreesypmsonal in nature, and none of the partiesiscatireement shall, without the written
consent of the others, assign or transfer thiseagesat or any right or obligation under this agreeine any other person or entity, except as
permitted by Paragraph 14.

13. Notices. For purposes of this agreement, noteel other communications provided for in thissagrent shall be deemed to be properly
given if delivered personally or sent either by tHexsiness-day prepaid express delivery by a razedmational express delivery service or
by United States certified mail, return receiptuesfed, postage prepaid, in either case addresdeticavs:

If to the Executive: Edward Nafus
c/o CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111

If to the Companies: CSG Systems Internati onal, Inc.
and CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111,

or to such other address as either party may hawéshied to the other party in writing in accordamgth this paragraph. Such notices or @
communications shall be effective only upon receipt

14. Merger, Consolidation, Sale of Assets. In thene of (a) a merger of Systems with another cafion (other than CSGS) in a transaction
in which Systems is not the surviving corporatii),the consolidation of Systems into a hew corpanaresulting from such consolidation,
(c) the sale or other disposition of all or subttdly all of the assets of Systems, the Companiag assign this agreement and all of the ri
and obligations of the Companies under this agreétoehe surviving, resulting, or acquiring entffgr purposes of this agreement, a
"Permitted Assignee"); provided, that such sungyiresulting, or acquiring entity shall in writimgsume and agree to perform all of the
obligations of the Companies under this agreenat;provided further, that the Companies shall iejoéntly and severally liable for the
performance of the obligations of the Companiesutitis agreement in the event of a failure ofRkeemitted Assignee to perform its
obligations under this agreement.

15. Change of Control. For purposes of this agregnae’Change of Control" shall be deemed to hageiwed upon the happening of any of
the following events:

(a) CSGS is merged or consolidated into anothgyaration, and immediately after such merger or obdation becomes effective the
holders of a majority of the outstanding sharegabing capital stock of CSGS immediately prior e effectiveness of such merger
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or consolidation do not own (directly or indireqtly majority of the outstanding shares of votingitd stock of the surviving or resulting
corporation in such merger or consolidation,

(b) CSGS ceases to own (directly or indirectly) @orty of the outstanding shares of voting capstakk of Systems (unless such event
results from the merger of Systems into CSGS, witlthange in the ownership of the voting capitatistof CSGS, or from the dissolution of
Systems and the continuation of its business by $)SG

(c) Systems is merged or consolidated into a catjfor other than CSGS, and at any time after sustgen or consolidation becomes
effective CSGS does not own (directly or indiregtiymajority of the outstanding shares of votingita stock of the surviving or resulting
corporation in such merger or consolidation,

(d) the stockholders of Systems vote (or act bytamiconsent) to dissolve Systems (unless the bssiof Systems will be continued by
CSGS) or to sell or otherwise dispose of all orssaiitially all of the property and assets of Systéather than to an entity or group of enti
which is then under common ownership (directlyratiiectly) with Systems),

(e) any person, entity, or group of persons withenmeaning of Sections 13(d) or 14(d) of the S&earExchange Act of 1934 (the "1934
Act") and the rules promulgated thereunder becdaimegeneficial owner (within the meaning of Rulel4Bunder the 1934 Act) of thirty
percent (30%) or more of the outstanding votingtehptock of CSGS, or

(f) during any period of two consecutive yearseassl, individuals who at the beginning of such gkdonstituted the Board of Directors of
CSGS cease, for any reason, to constitute atdeastjority of the Board of Directors of CSGS, usl#e election or nomination for election
of each new director of CSGS who took office dursugh period was approved by a vote of at leagtirggyfive percent (75%) of the
directors of CSGS still in office at the time ofthuelection or nomination for election who wereediors of CSGS at the beginning of such
period.

16. Miscellaneous. No provision of this agreemeay e modified, waived, or discharged unless suailvav, modification, or discharge is
agreed to in writing and is signed by the Execuéind an officer of CSGS (other than the Executseequthorized by the Board. No waivel
any party to this agreement at any time of anydirdey any other party of, or compliance by any offaty with, any condition or provision
of this agreement to be performed by such othdy shall be deemed to be a waiver of similar osididlar provisions or conditions at the
same or any prior or subsequent time. No agreenoemepresentations, oral or otherwise, expressiplied, with respect to the subject
matter of this agreement have been made by any et are not expressly set forth in this agredmen

17. Representations of Companies. The Companiesavrepresent and warrant to the Executive tiey have full legal power and
authority to enter into this agreement, that theceion and delivery of this agreement by the Camgsahave been duly authorized by their
respective boards of directors, and that the pexdioice of their respective obligations under thiament will not violate any agreement
between the Companies, or either of them, and #rer @erson, firm, or organization.

18. Non-Solicitation of Employees. For a periodbné (1) year after the effective date of the teatian of the Executive's employment under
this agreement for any reason, whether voluntarilinvoluntarily and with or without cause, withate prior written consent of CSGS the
Executive agrees

(i) not to directly or indirectly employ, soliciof employment, assist any other person in emplogirgpliciting for employment, or advise or
recommend to any other person that such other pemsploy or solicit for employment any person whert is an employee of the Compal
(or either of them) or any of the respective sulbsies of the Companies and (ii) not to recommendrty then employee of the Companies
either of them) or any of the respective subsidiaaf the Companies that such employee leave théograf such employer.
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19. Post-Termination Noncompetition. Because thefidential Information known to or developed by teecutive during his employment
by the Companies encompasses at the highest téeeination concerning the plans, strategies, prisjuperations, and existing and
prospective customers of the Companies and coulgraatically be disregarded by the Executive, ERecutive acknowledges that his
provision of executive services to a competitothaf Companies or either of them soon after theitetion of the Executive's employment
the Companies would inevitably result in the us¢éhefConfidential Information by the Executive iis performance of such executive
services, even if the Executive were to use his d&fésrts to avoid such use of the Confidentiabhmfiation. To prevent such use of the
Confidential Information and the resulting unfadmgpetition and wrongful appropriation of the goolland other valuable proprietary
interests of the Companies, the Executive agresddh a period of one (1) year after the termmaif his employment by the Companies for
any reason, whether voluntarily or involuntarilydamith or without cause, the Executive will noteditly or indirectly:

(a) engage, whether as an employee, agent, comsuitdependent contractor, owner, partner, mendyestherwise, in a business activity
which then competes in a material way with a bussireetivity then being actively engaged in by tleen@anies or either of them;

(b) solicit or recommend to any other person thahgeriod solicit any then customer of the Comgsuwoir either or them, which customer
also was a customer of the Companies or eithdrarhtat any time during the one (1) year periodrgadhe termination of the Executive's
employment by the Companies, for the purpose ddinistg the business of such customer in competitith the Companies or either of
them; or

(c) induce or attempt to induce any then custom@raspective customer of the Companies or eithéram to terminate or not commence a
business relationship with the Companies or eitfighem.

The Companies and the Executive acknowledge arekdbat the restrictions contained in this Pardgfifpare both reasonable and nece:

in view of the Executive's positions with the Comies and that the Executive's compensation anditenader this agreement are sufficient
consideration for the Executive's acceptance df sestrictions. Nevertheless, if any of the retitsits contained in this Paragraph 19 are
found by a court having jurisdiction to be unreasuln, or excessively broad as to geographic aréianer or otherwise unenforceable, then
the parties intend that the restrictions containetlis Paragraph 19 be modified by such courtsstode reasonable and enforceable and, as
so modified by the court, be fully enforced. Nothitontained in this paragraph shall be construgui¢olude the investment by the Executive
of any of his assets in any publicly owned entdyang as the Executive has no direct or indireebivement in the business of such entity
and owns less than 2% of the voting equity seesitif such entity. Nothing contained in this paapdrshall be construed to preclude the
Executive from becoming employed by or serving asrsultant to or having dealings with a publiclyned entity one of whose businesst

a competitor of the Companies or either of therfoag as such employment, consultation, or dealiftgeot directly or indirectly involve or
relate to the business of such entity which israpetitor of the Companies or either of them.

20. Joint and Several Obligations. All of the obtigns of the Companies under this agreement aregod several; and neither the
bankruptcy, insolvency, dissolution, merger, comsaion, or reorganization nor the cessation ofriess or corporate existence of one of the
Companies shall affect, impair, or diminish theigétions under this agreement of the other of thmm@anies. The compensation and benefits
to which the Executive is entitled under this agrest are aggregate compensation and benefitshanshyment of such compensation or the
provision of such benefits by one of the Companle| to the extent of such payment or provisidisgathe obligations of the other of the
Companies. The Companies may agree between thesasedvto which of them will be responsible for samell of the Executive's
compensation and benefits under this agreemenariyusuch agreement between the Companies shalimotish to any extent the joint and
several liability of the Companies to the Execufimeall of such compensation and benefits.

21. Injunctive Relief. The Executive acknowleddeatthis violation of the provisions and restricBaontained in Paragraphs 11, 18, and 19
could cause significant injury to the Companiesvibich the Companies would have no adequate remeldyv. Accordingly, the Executive
agrees that the Companies will be entitled, int@aldio any other
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rights and remedies that then may be availableedCompanies, to seek and obtain injunctive rédigfrevent any breach or potential breach
of any of the provisions and restrictions contaimeBaragraph 11, 18, or 19.

22. Dispute Resolution. Subject to the provisiohBaragraph 21, any claim by the Executive or tbenfanies arising from or in connection
with this agreement, whether based on contradt,dcommon law, equity, statute, regulation, ordemtherwise (a "Dispute"), shall be
resolved as follows:

(a) Such Dispute shall be submitted to mandatodybanding arbitration at the election of either #eecutive or the particular Company
involved (the "Disputing Party"). Except as othesavprovided in this Paragraph 22, the arbitratrall e pursuant to the Commercial
Arbitration Rules of the American Arbitration Assation (the "AAA").

(b) To initiate the arbitration, the Disputing Bashall notify the other party in writing within 3fays after the occurrence of the event or
events which give rise to the Dispute (the "Arkitra Demand"), which notice shall (i) describe éasonable detail the nature of the Dispute,
(i) state the amount of any claim,

(iii) specify the requested relief, and (iv) nanmeaaibitrator who (A) has been licensed to pradaeein the U.S. for at least ten years, (B) has
no past or present relationship with either thedtkge or the Companies, and (C) is experiencedpnesenting clients in connection with
employment related disputes (the "Basic Qualifaagl’). Within fifteen (15) days after the othertyarreceipt of the Arbitration Demand,
such other party shall serve on the Disputing Pasyitten statement (i) answering the claims sghfin the Arbitration Demand and
including any affirmative defenses of such parify,asserting any counterclaim, which statementi$a describe in reasonable detail the
nature of the Dispute relating to the countercldi®),state the amount of the counterclaim, andsf@gcify the requested relief, and (iii)
naming a second arbitrator satisfying the Basicli@cetions. Promptly, but in any event within fiy8) days thereafter, the two arbitrators so
named shall select a third neutral arbitrator feolist provided by the AAA of potential arbitratosho satisfy the Basic Qualifications and
who have no past or present relationship with eirtigs' counsel, except as otherwise disclosediimg to and approved by the parties. The
arbitration will be heard by a panel of the thregiteators so chosen (the "Arbitration Panel"),hnilte third arbitrator so chosen serving as the
chairperson of the Arbitration Panel. Decisiong afhajority of the members of the Arbitration Pastedll be determinative.

(c) The arbitration hearing shall be held in Denwwlorado. The Arbitration Panel is specificallytizorized to render partial or full summary
judgment as provided for in the Federal Rules @fl@rocedure. The Arbitration Panel will have noager or authority, under the Commer:
Arbitration Rules of the AAA or otherwise, to raliethe parties from their agreement hereundertiibrate or otherwise to amend or disre¢
any provision of this agreement, including, withbotitation, the provisions of this Paragraph 22.

(d) If an arbitrator refuses or is unable to prategth arbitration proceedings as called for by tRaragraph 22, such arbitrator shall be
replaced by the party who selected such arbit@taf such arbitrator was selected by the twoypappointed arbitrators, by such two party-
appointed arbitrators' selecting a new third aalbitrin accordance with Paragraph 22(b), in eitiase within five (5) days after such declir
or withdrawing arbitrator's giving notice of reflisa inability to proceed. Each such replacemehitgator shall satisfy the Basic
Qualifications. If an arbitrator is replaced punsui this Paragraph 22(d) after the arbitratioarhrg has commenced, then a rehearing shall
take place in accordance with the provisions af Baragraph 22(d) and the Commercial ArbitratioleRof the

AAA,

(e) Within ten (10) days after the closing of thkimation hearing, the Arbitration Panel shallpaiee and distribute to the parties a writing
setting forth the Arbitration Panel's finding otfa and conclusions of law relating to the Dispineluding the reason for the giving or denial
of any award. The findings and conclusions andathard, if any, shall be deemed to be
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confidential information.

(f) The Arbitration Panel is instructed to schedulemptly all discovery and other procedural stepd otherwise to assume case managemen
initiative and control to effect an efficient ankbeditious resolution of the Dispute. The ArbitoatiPanel is authorized to issue monetary
sanctions against either party if, upon a showingood cause, such party is unreasonably delayiagtoceeding.

(9) Any award rendered by the Arbitration Panel ¥ final, conclusive, and binding upon the pait@nd any judgment on such award may
be entered and enforced in any court of competsisiiction.

(h) Each party will bear a pro rata share of alkfecosts, and expenses of the arbitrators; amdithstanding any law to the contrary, each
party will bear all of the fees, costs, and expsrtdehis or its own attorneys, experts, and witagsblowever, in connection with any judicial
proceeding to compel arbitration pursuant to tigieament or to enforce any award rendered by thé@rAtion Panel, the prevailing party in
such a proceeding will be entitled to recover reabte attorneys' fees and expenses incurred inection with such proceedings, in addition
to any other relief to which such party may betéadi

(i) Nothing contained in the preceding provisiofishis Paragraph 22 shall be construed to previémreparty from seeking from a court a
temporary restraining order or other injunctiveeipending final resolution of a Dispute pursutmthis Paragraph 22.

23. No Duty to Seek Employment. The Executive shailbe under any duty or obligation to seek oeptother employment following the
termination of his employment by the Companies; @axdept as expressly provided in subparagrapliis’)b)d)(i), and (d)(v) of Paragraph
10, no amount, payment, or benefit due the Exeeutider this agreement shall be reduced, suspeoddigcontinued if the Executive
accepts such other employment.

24. Withholding of Taxes. The Companies may witdHfobm any amounts payable to the Executive unusragreement all federal, state,
and local taxes which are required to be so withbglany applicable law or governmental regulationuling.

25. Validity. The invalidity or unenforceability @y provision or provisions of this agreement lshal affect the validity or enforceability of
any other provision of this agreement, which ogirewision shall remain in full force and effect;rrehall the invalidity or unenforceability of
a portion of any provision of this agreement aftidet validity or enforceability of the balance ath provision.

26. Counterparts. This document may be executedénor more counterparts, each of which shall leendel to be an original and all of
which together shall constitute a single agreement.

27. Headings. The headings of the paragraphs cmutan this document are for reference purposesamd shall not in any way affect the
meaning or interpretation of any provision of tagreement.

28. Applicable Law. This agreement shall be govetmgand construed in accordance with the intesnbbtantive laws, and not the choice of
law rules, of the State of Colorado.
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IN WITNESS WHEREOF, the Companies and the Execuiaae executed this agreement on the day and iysaliove written.

CSG SYSTEMS INTERNATIONAL, INC.,
a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive Oficer

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive Oficer

/'s/ Edward C. Nafus

Edwar d Naf us
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EXHIBIT 10.47

EMPLOYMENT AGREEMENT

This Employment Agreement is made and enteredantthe 17th day of

November, 1998, among CSG SYSTEMS INTERNATIONALON"CSGS"), a Delaware corporation, CSG SYSTEM&;.I("Systems"),
Delaware corporation, and GREG PARKER (the "Exe@iji CSGS and Systems collectively are referreid this Employment Agreement
as the "Companies".

* k *

WHEREAS, Systems is a wholly-owned subsidiary o83SSand

WHEREAS, the Executive currently is employed byt8gss and serves as a Vice President and the Ghific¢ial Officer of both of the
Companies; and

WHEREAS, the Companies desire to provide for thetiooed employment of the Executive as a Vice Eimdiand their Chief Financial
Officer; and

WHEREAS, the Executive desires to accept such coatl employment upon the terms set forth in thisement;

NOW, THEREFORE, in consideration of the foregoiggitals and the respective covenants and agreemikthis parties contained in tt
document, the Companies and the Executive agredlaws:

1. Employment and Duties. Each of the Companiestyeemploys the Executive as a Vice President lagid Chief Financial Officer
throughout the term of this agreement and agreeause the Executive from time to time to be ebboteappointed to such corporate offices
or positions. The duties and responsibilities ef Executive shall include the duties and respolitséisi of the Executive's corporate offices
and positions referred to in the preceding senterigeh are set forth in the respective bylaws ef @ompanies from time to time, general
supervision of the financial affairs of the Compmiand such other duties and responsibilitiesisiams with the Executive's corporate offi
and positions referred to in the preceding sentancethis agreement which the Board of Director€86GS (the "Board") or the Chief
Executive Officer of CSGS from time to time mayigago the Executive. If the Executive is electe@ppointed as a director of CSGS or
Systems or as an officer or director of any ofréspective subsidiaries of the Companies durindeim of this agreement, then he also shall
serve in such capacity or capacities but withouditamhal compensation.

2. Term. The term of this agreement shall begitherdate of this

agreement and shall continue thereafter througlemdber 31, 1999, unless the Executive's employmegguthis agreement is sooner
terminated in accordance with this agreement. CeeBwer 31 of each year during the term of thisemgent, as extended from time to time
pursuant to this sentence, beginning December@8,the term of this agreement automatically aitdomt further action being required
shall be extended by one (1) year unless, notiager one (1) year prior to a particular Decemtere®her CSGS notifies the Executive and
Systems in writing or the Executive notifies then@anies in writing that such extension shall nauw®n such December 31, in which latter
case this agreement shall terminate upon the digiraf its then current term, unless the Exectgieenployment under this agreement is
sooner terminated in accordance with this agreenfaferences in this agreement to the "current'tefrthis agreement shall include both
the original term of this agreement and any autangadtensions of such term which actually have aezlipursuant to this Paragraph 2.

3. Place of Employment. Regardless of the locatfathe executive offices of the Companies durirgtérm of this agreement, the Compa
shall maintain a suitably staffed office for theceutive in the Denver, Colorado, metropolitan ateang the term of this agreement; and the
Executive will not be required without his constmtelocate or transfer his executive office onpipal residence from the immediate vicir
of the Denver,
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Colorado, metropolitan area.

4. Base Salary. For all services to be renderetthdExecutive pursuant to this agreement, the Campagree to pay the Executive during
the term of this agreement a base salary (the "Bakwy") at an annual rate of $170,000 throughebdxer 31, 1998, and at an annual rate of
not less than $205,000 after December 31, 199&ijged, that the Base Salary as then in effect &iwihcreased as of January 1 of each
calendar year after 1999 during the term of thigament by at least the same percentage that tired Btates Department of Labor
Consumer Price Index (All Items) for All Urban Cansers, 1982-84=100 ("CPI-U") for the November imiégly preceding such January 1
increased over the CPI-U for the November one geadier. The Board shall review the Base Salatgadt annually for the purpose of
determining whether a Base Salary increase gréaarsuch CPI-U increase should be granted to xeeEive for a particular 12-month
period. The Executive's annual incentive bonus igexfor in Paragraph 5 and all other compensatimhbenefits to which the Executive is
or may become entitled pursuant to this agreememnder any plans or programs of the Companie$ kbah addition to the Base Salary.

5. Annual Incentive Bonus. As soon as practicafikr ¢ghe execution of this agreement, the Board sistablish an incentive bonus program
for the Executive for 1999. Such incentive bonusgpam shall be reflected either in a written suppat to this agreement signed by the
Companies and the Executive or in such other fagitha Companies and the Executive may agree upgensdme procedure shall be
followed for subsequent calendar years duringehm of this agreement, so that an annual incetveis program for the Executive will be
in effect throughout the term of this agreemene Executive and the Companies understand and ad&dgethat, among other things, such
incentive bonus program will involve achievementtihy Companies of various financial objectives,alihinay include but are not limited to
revenues and earnings, and also may include ach&weby the Companies of various nfimancial objectives. Such incentive bonus prog
for each calendar year shall provide the oppomnfioit the Executive to earn an incentive bonusaifless than fifty percent (50%) of his B
Salary for such calendar year if the agreed upgectiibes are fully achieved. The Board from timeitoe also may establish incentive
compensation programs for the Executive coveringpge of more than one (1) year, and any such pragrshall be in addition to the annual
incentive bonus program required by this ParagBap¥or 1998 the annual incentive bonus programipusly established by the Companies
for the Executive shall remain in effect.

6. Expenses. During the term of this agreementEieeutive shall be entitled to prompt reimbursenignthe Companies of all reasonable
ordinary and necessary travel, entertainment, #mgl @xpenses incurred by the Executive (in accarelavith the policies and procedures
established by the Companies for their respectwéos executive officers) in the performance ofdiisies and responsibilities under this
agreement; provided, that the Executive shall ptg@ecount for such expenses in accordance welptiicies and procedures of the
Companies, which may include but are not limiteda@mized accountings.

7. Other Benefits. During the term of this agreemtiie Companies shall provide to the Executive ldaaligible dependents at the expense
of the Companies individual or group medical, htpdental, and longerm disability insurance coverages and groupitis&rance coverac
in each case at least as favorable as those c@sevdgch are provided to other vice presidenthef@ompanies. During the term of this
agreement, the Executive also shall be entitlgzhtticipate in such other benefit plans or prograrnigh the Companies from time to time
may make available to their employees generallgdpksuch programs, such as the 1996 Employee Bunrchase Plan of CSGS, in which
executive officers of CSGS are not eligible to iggpate because of securities law reasons).

8. Vacations and Holidays. During the term of #gseement, the Executive shall be entitled to pa@htions and holidays in accordance with
the policies of the Companies in effect from tiragiine for their respective senior executive officédut in no event shall the Executive be
entitled to less than four (4) weeks of vacatiorirdueach calendar year.

9. Full-Time Efforts and Other Activities. Duringe term of this agreement, to the best of histstaind using all of his skills, the Executive
shall devote substantially all of his working tirmed efforts during the normal business hours ofxbmpanies to the business and affairs of
the Companies and to the diligent and faithful pemnance of the duties and responsibilities assigoédm pursuant to this agreement, except
for vacations, holidays, and sick days. Howeves,ERecutive may devote a reasonable amount ofrhétb civic, community, or
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charitable activities, to service on the goverriioglies or committees of trade associations or ampitganizations of which either or both of
the Companies are members, and, with the prioroaapof the Board or the Chief Executive Officer@bGS, to service as a director of ot
corporations and to other types of activities nagiressly mentioned in this paragraph, so long esttivities referred to in this sentence do
not materially interfere with the proper performarnd the Executive's duties and responsibilitiedenrthis agreement. The Executive also
shall be free to manage and invest his assetcmmanner as will not require any substantial sewby the Executive in the conduct of the
businesses or affairs of the entities or in the agament of the properties in which such investmargsnade, so long as such activities dc
materially interfere with the proper performancetef Executive's duties and responsibilities urhisragreement.

10. Termination of Employment.

(a) Termination Because of Death. The Executivagleyment by the Companies under this agreemeffittsehminate upon his death. If the
Executive's employment under this agreement terti@sgnizecause of his death, then the Executive'seesthis beneficiaries (as the case may
be) shall be entitled to receive the following cangation and benefits from the Companies:

() The Base Salary through the date of the Exeeldideath;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which kistld occurs (computed as if the Executive
were employed by the Companies throughout suctmdateyear), based upon the number of days in saleimdar year elapsed through the
date of the Executive's death as a proportion 6f 86be paid at the same time that such incebidreis would have been paid had the
Executive's death not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paiaf #se date of the Executive's death;

(iv) Any other benefits payable by reason of theéirive's death, or to which the Executive otheswngy be entitled, under any benefit p
or programs of the Companies in effect on the datke Executive's death.

(b) Termination Because of Disability. If the Ex&ea becomes incapable by reason of physical injdisease, or mental iliness of
substantially performing his duties and responiigdl under this agreement for a continuous peoicgix (6) months or more or for more than
one hundred eighty (180) days in the aggregatetpen®r not consecutive) during any 12-month peribdn at any time after the elapse of
such sixmonth period or such 180 days, as the case mapd&oard may terminate the Executive's employrbgrihe Companies under t
agreement. If the Executive's employment underafieement is terminated by the Board becausecbfdigability on the part of the
Executive, then the Executive shall be entitleceteive the following compensation and benefitefftbe Companies:

() The Base Salary through the effective dateuchstermination;

(i) A pro rata portion of the Executive's annuaténtive bonus for the calendar year in which gaofmination occurs (computed as if the
Executive were employed by the Companies througbocit calendar year), based upon the number ofidaysh calendar year elapsed
through the effective date of such termination asoportion of 365, to be paid at the same timé sbah incentive bonus would have been
paid if such termination had not occurred;

(iii) Any other amounts earned, accrued, or oweth&Executive under this agreement but not paif #se effective date of such
termination;
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(iv) Continued participation in the following beitgilans or programs of the Companies which mainkeffect from time to time and in
which the Executive was participating as of theetiize date of such termination, to the extent shah continued participation by the
Executive is permitted under the terms and comnuitiof such plans (unless such continued participas restricted or prohibited by
applicable governmental regulations governing slahs), until the first to occur of the cessatidisuach disability, the Executive's death, the
Executive's attainment of age sixty-five (65), eefarately with respect to the termination of daaefit) the provision of a substantially
equivalent benefit to the Executive by another exygd of the Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;

and

(v) Any other benefits payable by reason of thedttige's disability, or to which the Executive athvése may be entitled, under any benefit
plans or programs of the Companies in effect oreffective date of such termination.

For purposes of this subparagraph (b), decisiotts spect to the Executive's disability shall kedmby the Board, using its reasonable ¢
faith judgment; and, in making any such decisibre, Board shall be entitled to rely upon the opireba duly licensed and qualified physic
selected by a majority of the members of the Bodrd are not employees of either of the Companiemngrof their respective subsidiaries.

(c) Termination for Cause. The Board may terminlgExecutive's employment by the Companies urideragreement for cause; however,
for purposes of this agreement "cause" shall me&an(9 the Executive's confession or convictiontloéft, fraud, embezzlement, or other
crime involving dishonesty, (ii) the Executive'sessive absenteeism (other than by reason of @iysjary, disease, or mental iliness)
without a reasonable justification,

(iii) material violation by the Executive of thequisions of Paragraph 11,

(iv) habitual and material negligence by the Exieuin the performance of his duties and respolisés under or pursuant to this agreement
and failure on the part of the Executive to curehsoegligence within twenty (20) days after hisiptof a written notice from the Board or
the Chief Executive Officer of CSGS setting fomhréasonable detail the particulars of such negtige(v) material non-compliance by the
Executive with his obligations under Paragraph @ failure to correct such non-compliance within tye(20) days after his receipt of a
written notice from the Board or the Chief Execat®fficer of CSGS setting forth in reasonable déle particulars of such non-compliance,
(vi) material failure by the Executive to complytiva lawful directive of the Board or the Chief Exéve Officer of CSGS and failure to ct
such non- compliance within twenty (20) days affisrreceipt of a written notice from the Board loe Chief Executive Officer of CSGS
setting forth in reasonable detail the particutdrsuch non-compliance, (vii) a material breactiti®/ Executive of any of his fiduciary duties
to the Companies and, if such breach is curabéeEttecutive's failure to cure such breach withm(te) days after his receipt of a written
notice from the Board or the Chief Executive Offio CSGS setting forth in reasonable detail theigaars of such breach, or

(viii) willful misconduct or fraud on the part dfi¢ Executive in the performance of his duties utidisragreement. In no event shall the re
of operations of the Companies or any businessnahg made in good faith by the Executive constituténdependent basis for termination
for cause of the Executive's employment underaieement. Any termination of the Executive's emmlent for cause must be authorizet
a majority vote of the Board taken not later tharer{9) months after a majority of the membershef Board (other than the Executive) have
actual knowledge of the occurrence of the everboduct constituting the cause for such terminatifothe Executive's employment under
this agreement is terminated by the Board for cathem the Executive shall be entitled to receheefbllowing compensation and benefits
from the Companies:
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() The Base Salary through the effective dateuchstermination;

(i) Any other amounts earned, accrued, or owelthéoExecutive under this agreement but not paif &se effective date of such terminati
and

(iii) Any other benefits payable to the Executiyaon his termination for cause, or to which the Exize otherwise may be entitled, under
benefit plans or programs of the Companies in effache effective date of such termination.

(d) Termination Without Cause Prior to a Chang€ontrol. If, prior to the occurrence of a Change&ohtrol, the Companies terminate the
Executive's employment under this agreement forraagon other than cause or the Executive's dealisability, then the Executive shall be
entitled to receive the following compensation, éfém, and other payments from the Companies:

() The Base Salary through that date which is @)eear after the effective date of such termoratthe "Ending Date"), to be paid at the
same times that the Base Salary would have beerifaich termination had not occurred; providéat if the Executive commences
employment with another employer, whether as anl@yap or as a consultant, prior to the Ending Mfatepurposes of this Paragraph 10,
"Other Employment”), then such payments of the Bzedary shall be reduced from time to time by thgragate amount of salary, cash
bonus, and consulting fees received or receivaplthd Executive from the Other Employment for seegi performed by him during the
period from the commencement of the Other Employtrttemugh the Ending Date;

(i) The Executive's annual incentive bonus for ¢aéendar year in which such termination occursnfmoted as if the Executive were
employed by the Companies throughout such caleyeta), to be paid at the same time that such ineebbnus would have been paid if
such termination had not occurred and to be notlessthe Executive's annual incentive bonus fercélendar year immediately preceding
the calendar year in which such termination occurs;

(iif) An amount equal to fifty percent (50%) of tBase Salary in effect on the effective date ohgieemination, such amount to be paid,
without interest, one year after the effective dstsuch termination.

(iv) Any other amounts earned, accrued, or owatiédExecutive under this agreement but not paif #se effective date of such
termination;

(v) Continued participation in the following bertgflans or programs of the Companies which mayntedfect from time to time and in whi
the Executive was participating as of the effectlage of such termination, to the extent that staftinued participation by the Executive is
permitted under the terms and conditions of suahg(unless such continued participation is reasttior prohibited by applicable
governmental regulations governing such plans)l tim first to occur of the Ending Date or (sepalawith respect to the termination of
each benefit) the provision of a substantially egléint benefit to the Executive by another emplmfehe Executive:

(1) Group medical and hospital insurance,
(2) Group dental insurance,

(3) Group life insurance, and

(4) Group long-term disability insurance;
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and

(vi) Any other benefits payable to the Executivemhis termination without cause, or to which the&utive otherwise may be entitled,
under any benefit plans or programs of the Companieffect on the effective date of such termomati

(e) Termination Without Cause After a Change of @nlf, after the occurrence of a Change of Cohtthe Companies or any Permitted
Assignee terminates the Executive's employmentrhileagreement for any reason other than cauieedexecutive's death or disability,
then the Executive shall be entitled to receivenftbe Companies and the Permitted Assignee, ifalhpf whom shall be jointly and
severally liable therefor), all of the compensatibanefits, and other payments from the Compankiéshnare described and provided for in
subparagraph (d) of this Paragraph 10 (as modifjetthis subparagraph (e)); provided, however, {dor purposes of this subparagraph (e)
the Ending Date shall be two (2) years after tliecti’e date of such termination, and the aggreBate Salary payable under subparagraph
(d)(i) (as modified by this subparagraph (e)) fibpariods through the Ending Date shall be paith®nExecutive in a lump sum without
regard to Other Employment not later than thirt§))(Bays after the effective date of such termimat{d) the minimum annual incentive bor
payable under subparagraph

(d)(ii) shall be paid to the Executive not latearttthirty (30) days after the effective date oftstermination (with any balance of such annual
incentive bonus being payable as provided in sublparagraph (d)(ii)), and (iii) the amount payalneler subparagraph (d)(iii) (as modified
by this subparagraph

(e)) shall be one hundred percent (100%) of theeBsadary in effect on the effective date of suchieation and shall be paid to the
Executive in a lump sum not later than thirty (8@ys after the effective date of such termination.

(f) Constructive Termination. If at any time duritige term of this agreement the Board, the Chiefchiive Officer of CSGS, or a Permitted
Assignee materially alters the duties and respditib of the Executive provided for in Paragrdpbr assigns to the Executive duties and
responsibilities materially inappropriate to théetlinancial officer of the Companies without tB&ecutive's written consent, then, at the
election of the Executive (such election to be magleritten notice from the Executive to the Boardhe Permitted Assignee, as may be
appropriate in the circumstances),

(i) such action by the Board, the Chief Executiviig@r of CSGS, or such Permitted Assignee shallstitute a constructive termination of
Executive's employment by the Companies for a reafoer than cause (the "Constructive Terminatiofii))the Executive thereupon may
resign from his offices and positions with the Camigs and shall not be obligated to perform anth&urservices of any kind to or for the
Companies, and (iii) the Executive shall be ertite receive from the Companies (and the Permiksignee, if applicable) at the applicable
times all of the compensation, benefits, and offa@ments described in subparagraph (d) or submhde) of this Paragraph 10 (whichever
may be applicable), as if the effective date offlxecutive's resignation were the effective datkistermination of employment for purposes
of determining such compensation, benefits, andrgthyments. Notwithstanding the foregoing provisiof this subparagraph (f), before
exercising any of his rights pursuant to the prewpdentence, the Executive shall give writtene®tod the Chief Executive Officer of CSGS
setting forth the Executive's intent to exercisehstights and specifying the Constructive Termimativhich the Executive claims to be the
basis for such intended exercise; and the Compahadshave twenty (20) days after the Chief ExeeuDfficer has received such notice to
take such actions, if any, as the Companies mawy @gpropriate to eliminate such claimed Constracliermination (without thereby
admitting that a Constructive Termination had ooedy. If the Companies so act to eliminate suchmed Constructive Termination, then the
Executive shall not have any rights under this suagraph (f) with respect to such claimed Constraciermination.

(9) Voluntary Resignation. If the Executive voluriliaresigns as an employee of the Companies aselly voluntarily terminates his

employment under this agreement and if none of atdgpaphs (a) through (f) of this Paragraph 1@dieable to such termination, then the
Executive shall be entitled to receive only thédwing compensation, benefits, and other payments the Companies:

() The Base Salary through the effective dateuchsvoluntary resignation;

(i) Any other amounts earned, accrued, or owelthéoExecutive under this agreement but not paif &se effective date of such voluntary
resignation;
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(iii) If (and only if) the Executive's voluntary signation is effective on December 31 of a particehlendar year, the Executive's annual
incentive bonus (if any) for such calendar yeahd@aid in accordance with the regular schedulédpayment; and

(iv) Any other benefits payable to the Executivemhis voluntary resignation, or to which the Exe@iotherwise may be entitled, under :
benefit plans or programs of the Companies in effadhe effective date of such voluntary resigprati

The Executive understands and agrees that if tliparagraph (g) is applicable to the terminatiothefExecutive's employment with the
Companies, then, unless his voluntary resignat@ffective on December 31 of a particular caley@ar, the Executive will not be entitled
to any annual incentive bonus for the calendar yreathich his voluntary resignation becomes effezti

(h) Liquidated Damages. The Executive agrees tegidbe compensation, benefits, and other paynpeatéded for in subparagraph (d),
subparagraph (e), or subparagraph (f) of this Papdgl0, as the case may be, as full and comjdptielated damages for any breach of this
agreement resulting from the actual or construdvmination of the Executive's employment undés dyreement for a reason other than
cause or the Executive's death or disability; dedExecutive shall not have and hereby waives elmtjuishes any other rights or claims in
respect of such breach.

(i) Notice of Other Employment and of Benefits. TEeecutive promptly shall notify the Companies inting of (i) his acceptance of the
Other Employment referred to in subparagraph (dhisfParagraph 10, (ii) the effective date of s@ther Employment, and (iii) the amount
of salary, cash bonus, and consulting fees whietEtecutive receives or is entitled to receive ftbmOther Employment for services
performed by him during the period from the comneenent of the Other Employment through the EndinteD&henever relevant for
purposes of this Paragraph 10, the Executive alsmptly shall notify the Companies of his receijnfi another employer of any benefits of
the types referred to in subparagraphs (b)(iv) @ng/) of this Paragraph

10. Such information shall be updated by the Exeewrhenever necessary to keep the Companies ieftbon a current basis.

() Modification of Benefit Plans or Programs. Nioitp contained in this Paragraph 10 shall oblighte@ompanies to institute, maintain, or
refrain from changing, amending, or discontinuimg aenefit plan or program referred to in subpaapbr(b)(iv) or (d)(v) of this Paragraph
10 so long as such actions are similarly applicatkenior executives of the Companies generally.

(k) Rights of Estate. If the Executive dies priotis receipt of all of the cash payments to whielmay be entitled pursuant to subparagraph
(b),

(c), (d), (e), (), or (g) of this Paragraph 1@&ify such subparagraph becomes applicable, themfged portion of such cash payments shall
be paid by the Companies to the personal reprasentd the Executive's estate at the same tintevas that the payments would have been
made to the Executive if he still were living.

(I) Excess Parachute Payments. If any of the pajsnenuired to be made to the Executive pursuastlparagraph (d), (e), or (f) of this
Paragraph 10 constitute "excess parachute paymeitksti the meaning of Section 280G of the IntefRalenue Code of 1986, as amended,
and any regulations thereunder, and the Execu#eerhes liable for any excise tax on such "excesschate payments” and any interest or
penalties thereon (such excise tax, interest, andlfies, collectively, the "Tax Penalties"), tkea Companies (and the Permitted Assigne
applicable) promptly shall make a cash payment'@ueslitional Payment”) to the Executive in an ambequal to the Tax Penalties. The
Companies also promptly shall make an additionsh gayment to the Executive in an amount roundedemearest $100.00 which is equal
to any additional income, excise, and other tanemg the individual tax rates applicable to the&xive for the year for which such Tax
Penalties are owed) for which the Executive willibble as a result of the Executive's receiphef Additional Payment (the additional cash
payment provided for in this sentence being retetoeas a "Gross-Up Payment"). In addition, thedttige shall be entitled to promptly
receive from the Companies (and the Permitted Assigif applicable) a further Gross-Up Paymenespect of each
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prior Gross-Up Payment until the amount of the Ggiss-Up Payment is less than $100.00.

11. Nondisclosure. During the term of this agreetnaea thereafter, the Executive shall not, withivt prior written consent of the Board ¢
person (other than the Executive) so authorizethéyBoard, disclose or use for any purpose (exoepie course of his employment under
this agreement and in furtherance of the businEgeaCompanies or any of their respective subsiia any confidential information, trade
secrets, or proprietary data of the Companies poatheir respective subsidiaries (collectivelyr purposes of this agreement, "Confidential
Information™); provided, however, that Confidentiaformation shall not include any information themown generally to the public or
ascertainable from public or published informatfother than as a result of unauthorized disclobyréhe Executive) or any information of a
type not otherwise considered confidential by pessengaged in the same business or a businesardinihat conducted by the Companies
or their respective subsidiaries, as the case raay b

12. Successors and Assigns. This agreement arighd under this agreement shall be binding uparre to the benefit of, and be
enforceable by the parties hereto and their resgepersonal or legal representatives, executarsjr@strators, heirs, distributees, devisees,
legatees, successors, and assigns. This agreesypmsonal in nature, and none of the partiesiscatireement shall, without the written
consent of the others, assign or transfer thiseagesat or any right or obligation under this agreeine any other person or entity, except as
permitted by Paragraph 14.

13. Notices. For purposes of this agreement, noteel other communications provided for in thissagrent shall be deemed to be properly
given if delivered personally or sent either by tHexsiness-day prepaid express delivery by a razedmational express delivery service or
by United States certified mail, return receiptuesfed, postage prepaid, in either case addresdeticavs:

If to the Executive: Greg Parker
c/o CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111

If to the Companies: CSG Systems Internati onal, Inc.
and CSG Systems, Inc.
7887 East Belleview A venue, Suite 1000
Englewood, Colorado 80111,

or to such other address as either party may hawéshied to the other party in writing in accordamgth this paragraph. Such notices or @
communications shall be effective only upon receipt

14. Merger, Consolidation, Sale of Assets. In thene of (a) a merger of Systems with another cafion (other than CSGS) in a transaction
in which Systems is not the surviving corporatii),the consolidation of Systems into a hew corpanaresulting from such consolidation,
(c) the sale or other disposition of all or subttdly all of the assets of Systems, the Companiag assign this agreement and all of the ri
and obligations of the Companies under this agreétoehe surviving, resulting, or acquiring entffgr purposes of this agreement, a
"Permitted Assignee"); provided, that such sungyiresulting, or acquiring entity shall in writimgsume and agree to perform all of the
obligations of the Companies under this agreenat;provided further, that the Companies shall iejoéntly and severally liable for the
performance of the obligations of the Companiesutitis agreement in the event of a failure ofRkeemitted Assignee to perform its
obligations under this agreement.

15. Change of Control. For purposes of this agregnae’Change of Control" shall be deemed to hageiwed upon the happening of any of
the following events:

(a) CSGS is merged or consolidated into anothgyaration, and immediately after such merger or obdation becomes effective the
holders of a majority of the outstanding sharegabing capital stock of CSGS immediately prior e effectiveness of such merger
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or consolidation do not own (directly or indireqtly majority of the outstanding shares of votingitd stock of the surviving or resulting
corporation in such merger or consolidation,

(b) CSGS ceases to own (directly or indirectly) @orty of the outstanding shares of voting capstakk of Systems (unless such event
results from the merger of Systems into CSGS, witlthange in the ownership of the voting capitatistof CSGS, or from the dissolution of
Systems and the continuation of its business by $)SG

(c) Systems is merged or consolidated into a catjfor other than CSGS, and at any time after sustgen or consolidation becomes
effective CSGS does not own (directly or indiregtiymajority of the outstanding shares of votingita stock of the surviving or resulting
corporation in such merger or consolidation,

(d) the stockholders of Systems vote (or act bytamiconsent) to dissolve Systems (unless the bssiof Systems will be continued by
CSGS) or to sell or otherwise dispose of all orssaiitially all of the property and assets of Systéather than to an entity or group of enti
which is then under common ownership (directlyratiiectly) with Systems),

(e) any person, entity, or group of persons withenmeaning of Sections 13(d) or 14(d) of the S&earExchange Act of 1934 (the "1934
Act") and the rules promulgated thereunder becdaimegeneficial owner (within the meaning of Rulel4Bunder the 1934 Act) of thirty
percent (30%) or more of the outstanding votingtehptock of CSGS, or

(f) during any period of two consecutive yearseassl, individuals who at the beginning of such gkdonstituted the Board of Directors of
CSGS cease, for any reason, to constitute atdeastjority of the Board of Directors of CSGS, usl#e election or nomination for election
of each new director of CSGS who took office dursugh period was approved by a vote of at leagtirggyfive percent (75%) of the
directors of CSGS still in office at the time ofthuelection or nomination for election who wereediors of CSGS at the beginning of such
period.

16. Miscellaneous. No provision of this agreemeay e modified, waived, or discharged unless suailvav, modification, or discharge is
agreed to in writing and is signed by the Execuéind an officer of CSGS (other than the Executseequthorized by the Board. No waivel
any party to this agreement at any time of anydirdey any other party of, or compliance by any offaty with, any condition or provision
of this agreement to be performed by such othdy shall be deemed to be a waiver of similar osididlar provisions or conditions at the
same or any prior or subsequent time. No agreenoemepresentations, oral or otherwise, expressiplied, with respect to the subject
matter of this agreement have been made by any et are not expressly set forth in this agredmen

17. Representations of Companies. The Companiesavrepresent and warrant to the Executive tiey have full legal power and
authority to enter into this agreement, that theceion and delivery of this agreement by the Camgsahave been duly authorized by their
respective boards of directors, and that the pexdioice of their respective obligations under thiament will not violate any agreement
between the Companies, or either of them, and #rer @erson, firm, or organization.

18. Non-Solicitation of Employees. For a periodbné (1) year after the effective date of the teatian of the Executive's employment under
this agreement for any reason, whether voluntarilinvoluntarily and with or without cause, withate prior written consent of CSGS the
Executive agrees

(i) not to directly or indirectly employ, soliciof employment, assist any other person in emplogirgpliciting for employment, or advise or
recommend to any other person that such other pemsploy or solicit for employment any person whert is an employee of the Compal
(or either of them) or any of the respective sulbsies of the Companies and (ii) not to recommendrty then employee of the Companies
either of them) or any of the respective subsidiaaf the Companies that such employee leave théograf such employer.
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19. Post-Termination Noncompetition. Because thefidential Information known to or developed by teecutive during his employment
by the Companies encompasses at the highest téeeination concerning the plans, strategies, prisjuperations, and existing and
prospective customers of the Companies and coulgraatically be disregarded by the Executive, ERecutive acknowledges that his
provision of executive services to a competitothaf Companies or either of them soon after theitetion of the Executive's employment
the Companies would inevitably result in the us¢éhefConfidential Information by the Executive iis performance of such executive
services, even if the Executive were to use his d&fésrts to avoid such use of the Confidentiabhmfiation. To prevent such use of the
Confidential Information and the resulting unfadmgpetition and wrongful appropriation of the goolland other valuable proprietary
interests of the Companies, the Executive agresddh a period of one (1) year after the termmaif his employment by the Companies for
any reason, whether voluntarily or involuntarilydamith or without cause, the Executive will noteditly or indirectly:

(a) engage, whether as an employee, agent, comsuitdependent contractor, owner, partner, mendyestherwise, in a business activity
which then competes in a material way with a bussireetivity then being actively engaged in by tleen@anies or either of them;

(b) solicit or recommend to any other person thahgeriod solicit any then customer of the Comgsuwoir either or them, which customer
also was a customer of the Companies or eithdrarhtat any time during the one (1) year periodrgadhe termination of the Executive's
employment by the Companies, for the purpose ddinistg the business of such customer in competitith the Companies or either of
them; or

(c) induce or attempt to induce any then custom@raspective customer of the Companies or eithéram to terminate or not commence a
business relationship with the Companies or eitfighem.

The Companies and the Executive acknowledge arekdbat the restrictions contained in this Pardgfifpare both reasonable and nece:

in view of the Executive's positions with the Comies and that the Executive's compensation anditenader this agreement are sufficient
consideration for the Executive's acceptance df sestrictions. Nevertheless, if any of the retitsits contained in this Paragraph 19 are
found by a court having jurisdiction to be unreasuln, or excessively broad as to geographic aréianer or otherwise unenforceable, then
the parties intend that the restrictions containetlis Paragraph 19 be modified by such courtsstode reasonable and enforceable and, as
so modified by the court, be fully enforced. Nothitontained in this paragraph shall be construgui¢olude the investment by the Executive
of any of his assets in any publicly owned entdyang as the Executive has no direct or indireebivement in the business of such entity
and owns less than 2% of the voting equity seesitif such entity. Nothing contained in this paapdrshall be construed to preclude the
Executive from becoming employed by or serving asrsultant to or having dealings with a publiclyned entity one of whose businesst

a competitor of the Companies or either of therfoag as such employment, consultation, or dealiftgeot directly or indirectly involve or
relate to the business of such entity which israpetitor of the Companies or either of them.

20. Joint and Several Obligations. All of the obtigns of the Companies under this agreement aregod several; and neither the
bankruptcy, insolvency, dissolution, merger, comsaion, or reorganization nor the cessation ofriess or corporate existence of one of the
Companies shall affect, impair, or diminish theigétions under this agreement of the other of thmm@anies. The compensation and benefits
to which the Executive is entitled under this agrest are aggregate compensation and benefitshanshyment of such compensation or the
provision of such benefits by one of the Companle| to the extent of such payment or provisidisgathe obligations of the other of the
Companies. The Companies may agree between thesasedvto which of them will be responsible for samell of the Executive's
compensation and benefits under this agreemenariyusuch agreement between the Companies shalimotish to any extent the joint and
several liability of the Companies to the Execufimeall of such compensation and benefits.

21. Injunctive Relief. The Executive acknowleddeatthis violation of the provisions and restricBaontained in Paragraphs 11, 18, and 19
could cause significant injury to the Companiesvibich the Companies would have no adequate remeldyv. Accordingly, the Executive
agrees that the Companies will be entitled, int@aldio any other
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rights and remedies that then may be availableedCompanies, to seek and obtain injunctive rédigfrevent any breach or potential breach
of any of the provisions and restrictions contaimeBaragraph 11, 18, or 19.

22. Dispute Resolution. Subject to the provisiohBaragraph 21, any claim by the Executive or tbenfanies arising from or in connection
with this agreement, whether based on contradt,dcommon law, equity, statute, regulation, ordemtherwise (a "Dispute"), shall be
resolved as follows:

(a) Such Dispute shall be submitted to mandatodybanding arbitration at the election of either #eecutive or the particular Company
involved (the "Disputing Party"). Except as othesavprovided in this Paragraph 22, the arbitratrall e pursuant to the Commercial
Arbitration Rules of the American Arbitration Assation (the "AAA").

(b) To initiate the arbitration, the Disputing Bashall notify the other party in writing within 3fays after the occurrence of the event or
events which give rise to the Dispute (the "Arkitra Demand"), which notice shall (i) describe éasonable detail the nature of the Dispute,
(i) state the amount of any claim,

(iii) specify the requested relief, and (iv) nanmeaaibitrator who (A) has been licensed to pradaeein the U.S. for at least ten years, (B) has
no past or present relationship with either thedtkge or the Companies, and (C) is experiencedpnesenting clients in connection with
employment related disputes (the "Basic Qualifaagl’). Within fifteen (15) days after the othertyarreceipt of the Arbitration Demand,
such other party shall serve on the Disputing Pasyitten statement (i) answering the claims sghfin the Arbitration Demand and
including any affirmative defenses of such parify,asserting any counterclaim, which statementi$a describe in reasonable detail the
nature of the Dispute relating to the countercldi®),state the amount of the counterclaim, andsf@gcify the requested relief, and (iii)
naming a second arbitrator satisfying the Basicli@cetions. Promptly, but in any event within fiy8) days thereafter, the two arbitrators so
named shall select a third neutral arbitrator feolist provided by the AAA of potential arbitratosho satisfy the Basic Qualifications and
who have no past or present relationship with eirtigs' counsel, except as otherwise disclosediimg to and approved by the parties. The
arbitration will be heard by a panel of the thregiteators so chosen (the "Arbitration Panel"),hnilte third arbitrator so chosen serving as the
chairperson of the Arbitration Panel. Decisiong afhajority of the members of the Arbitration Pastedll be determinative.

(c) The arbitration hearing shall be held in Denwwlorado. The Arbitration Panel is specificallytizorized to render partial or full summary
judgment as provided for in the Federal Rules @fl@rocedure. The Arbitration Panel will have noager or authority, under the Commer:
Arbitration Rules of the AAA or otherwise, to raliethe parties from their agreement hereundertiibrate or otherwise to amend or disre¢
any provision of this agreement, including, withbotitation, the provisions of this Paragraph 22.

(d) If an arbitrator refuses or is unable to prategth arbitration proceedings as called for by tRaragraph 22, such arbitrator shall be
replaced by the party who selected such arbit@taf such arbitrator was selected by the twoypappointed arbitrators, by such two party-
appointed arbitrators' selecting a new third aalbitrin accordance with Paragraph 22(b), in eitiase within five (5) days after such declir
or withdrawing arbitrator's giving notice of reflisa inability to proceed. Each such replacemehitgator shall satisfy the Basic
Qualifications. If an arbitrator is replaced punsui this Paragraph 22(d) after the arbitratioarhrg has commenced, then a rehearing shall
take place in accordance with the provisions af Baragraph 22(d) and the Commercial ArbitratioleRof the

AAA,

(e) Within ten (10) days after the closing of thkimation hearing, the Arbitration Panel shallpaiee and distribute to the parties a writing
setting forth the Arbitration Panel's finding otfa and conclusions of law relating to the Dispineluding the reason for the giving or denial
of any award. The findings and conclusions andathard, if any, shall be deemed to be
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confidential information.

(f) The Arbitration Panel is instructed to schedulemptly all discovery and other procedural stepd otherwise to assume case managemen
initiative and control to effect an efficient ankbeditious resolution of the Dispute. The ArbitoatiPanel is authorized to issue monetary
sanctions against either party if, upon a showingood cause, such party is unreasonably delayiagtoceeding.

(9) Any award rendered by the Arbitration Panel ¥ final, conclusive, and binding upon the pait@nd any judgment on such award may
be entered and enforced in any court of competsisiiction.

(h) Each party will bear a pro rata share of alkfecosts, and expenses of the arbitrators; amdithstanding any law to the contrary, each
party will bear all of the fees, costs, and expsrtdehis or its own attorneys, experts, and witagsblowever, in connection with any judicial
proceeding to compel arbitration pursuant to tigieament or to enforce any award rendered by thé@rAtion Panel, the prevailing party in
such a proceeding will be entitled to recover reabte attorneys' fees and expenses incurred inection with such proceedings, in addition
to any other relief to which such party may betéadi

(i) Nothing contained in the preceding provisiofishis Paragraph 22 shall be construed to previémreparty from seeking from a court a
temporary restraining order or other injunctiveeipending final resolution of a Dispute pursutmthis Paragraph 22.

23. No Duty to Seek Employment. The Executive shailbe under any duty or obligation to seek oeptother employment following the
termination of his employment by the Companies; @axdept as expressly provided in subparagrapliis’)b)d)(i), and (d)(v) of Paragraph
10, no amount, payment, or benefit due the Exeeutider this agreement shall be reduced, suspeoddigcontinued if the Executive
accepts such other employment.

24. Withholding of Taxes. The Companies may witdHfobm any amounts payable to the Executive unusragreement all federal, state,
and local taxes which are required to be so withbglany applicable law or governmental regulationuling.

25. Validity. The invalidity or unenforceability @y provision or provisions of this agreement lshal affect the validity or enforceability of
any other provision of this agreement, which ogirewision shall remain in full force and effect;rrehall the invalidity or unenforceability of
a portion of any provision of this agreement aftidet validity or enforceability of the balance ath provision.

26. Counterparts. This document may be executedénor more counterparts, each of which shall leendel to be an original and all of
which together shall constitute a single agreement.

27. Headings. The headings of the paragraphs cmutan this document are for reference purposesamd shall not in any way affect the
meaning or interpretation of any provision of tagreement.

28. Applicable Law. This agreement shall be govetmgand construed in accordance with the intesnbbtantive laws, and not the choice of
law rules, of the State of Colorado.
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IN WITNESS WHEREOF, the Companies and the Execuiaae executed this agreement on the day and iysaliove written.

CSG SYSTEMS INTERNATIONAL, INC.,
a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive Oficer

CSG SYSTEMS, INC., a Delaware corporation

By: /s/ Neal C. Hansen

Neal C. Hansen, Chairman of the
Board and Chi ef Executive Oficer

/sl G A Parker

G eg Parker
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EXHIBIT 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTR ANT
AS OF DECEMBER 31, 1998

STATE OR COUNTRY
SUBSIDIARY OF INCORPORATION

CSG Systems, Inc. Delaware
CSG International Limited (formerly Bytel Limited) United Kingdom



EXHIBIT 23.01
CONSENT OF INDEPENDENT PUBLIC ACCOUNTS

As independent public accounts, we hereby consethietincorporation of our reports included in thisnual Report on Form 10-K into the
Company's previously filed Registration Statemela Ro.'s 333-10315, 333-32951 and 333-04286.

ARTHUR ANDERSEN LLP

Omaha, Nebraska
March 26, 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 39,59:
SECURITIES 0
RECEIVABLES 66,587
ALLOWANCES 2,051
INVENTORY 0
CURRENT ASSET? 108,20°
PP&E 48,47¢
DEPRECIATION 23,76¢
TOTAL ASSETS 271,49t
CURRENT LIABILITIES 101,15
BONDS 109,12¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 51¢
OTHER SE 60,48:
TOTAL LIABILITY AND EQUITY 271,49t
SALES 0
TOTAL REVENUES 236,64(
CGS 0
TOTAL COSTS 107,24t
OTHER EXPENSE! 27,48t
LOSS PROVISION 0
INTEREST EXPENSE 9,771
INCOME PRETAX 45,99t
INCOME TAX 39,64:
INCOME CONTINUING 85,63¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 85,63¢
EPS PRIMARY 1.671
EPS DILUTED 1.621

1 Adjusted to give effect to a two for one stock s@ffected as a stock dividend, completed on M&;ct999 for shareholders of record on

February 8, 1999.



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 FORWARD-LOOKING STATEMENTS AND THAT STH DIFFERENCES MAY BE MATERIAL.

NET LOSSES

For 1998, the Company recorded net income of $88lln. For the years since inception (October 1994) through December 31, 1997,
the Company recorded annual net losses. Thesessetd have resulted from several factors, includipgmortization of intangible assets
(acquired software, client contracts and relatéahigibles, and noncompete agreements and good{i)lBharge for purchased research and
development; (iii) charge for impairment of softeatevelopment costs; (iv) charge for impairmerinténgible assets; (v) interest expense;
(vi) stock-based employee compensation expendgptraordinary losses from early extinguishmefdebt; and (viii) discontinued
operations. There can be no assurance that the &gmyill sustain profitability in the future.

RELIANCE ON CCS

The Company derived approximately 78% and 77%satoital revenues from its primary product, Commatians Control System ("CCS"),
and related products and services in the yearsdeDdeember 31, 1998 and 1997, respectively. CCSelatkd products and services are
expected to provide the substantial majority of Gtmnpany's total revenues in the foreseeable fulire Company's results will depend uj
continued market acceptance of CCS and relatedupteo@nd services, as well as the Company's ahilicpntinue to adapt and modify them
to meet the changing needs of its clients. Any cédn in demand for CCS would have a material aslveffect on the financial condition a
results of operations of the Company.



DEPENDENCE ON MAJOR CLIENTS

During the years ended December 31, 1998 and 189&nues from TCI represented approximately 37.48632.9% of total revenues,
respectively, and revenues from Time Warner repteskeapproximately 14.1% and 20.1% of total reventespectively. The loss of all or a
significant part of the business of either TCI @n& Warner would have a material adverse effed¢herfinancial condition and results of
operations of the Company.

REQUIREMENTS OF THE TCI CONTRACT

The TCI Contract requires the conversion of addalor Cl customers onto the Company's customeranaaledilling system. The TCI Contre
provides certain performance criteria and otheigalibns to be met by the Company. The Companybgest to various remedies and
penalties if it fails to meet the performance cié®r other obligations. The Company is also sttifie an annual technical audit to determine
whether the Company's products and services inéhud®rations in features and functions that havalree standard in the wireline video
industry. If an audit determines the Company isproviding such an innovation and it fails to doirsthe manner and time period dictated by
the contract, then TCI would be released fromitduesivity obligation to the extent necessary ttaiithe innovation from a third party. To
fulfill the TCI Contract and to remain competitivbe Company believes it will be required to depabew and advanced features to existing
products and services, as well as new productsarvices, all of which will require substantialeasch and development. TCI also would
have the right to terminate the TCI Contract inelrent of certain defaults by the Company. The iteation of the TCI Contract or of any of
TCI's commitments under the contract would haveatenal adverse effect on the financial conditiod aesults of operations of the
Company.

TCI AND AT&T MERGER

The TCI Contract has minimum financial commitmenisr the 15-year life of the contract and includgslusive rights to provide customer
care and billing products and services for TClferirfigs of wireline video, all Internet/high spegata services, residential wireline telephony
services, and print and mail services. As discuabede, the TCI Contract provides certain perforoeaeriteria and other obligations to be
met by the Company. To date, the Company beligvessi complied with the terms of the contract, las converted onto its processing
system approximately 8 million of the over 9 milli@ Cl customers originally scheduled to be convkteder the TCI Contract. The
remaining customers are scheduled to be convestégetCompany's processing system by the seconteqoh 1999.

AT&T completed its merger with TCI in March 1999t this time, it is too early to determine the nearel long-term impact, if any, the
merger will have on the Company's relationship lih combined entity. However, the Company expiect®ntinue performing successfully
under the TCI Contract, and is hopeful that it cantinue to sell products and services to the coetbentity that are in excess of the
minimum financial commitments included in the cawctr

RENEWAL OF TIME WARNER CONTRACTS

The Company provides services to Time Warner umdétiple, separate contracts with various Time Vamffiliates. These contracts are
scheduled to expire on various dates. The failfifErae Warner to renew contracts representing aitgnt part of its business with the
Company would have a material adverse effect offitla@cial condition and results of operationsta Company.

CONVERSION TO THE COMPANY'S SYSTEMS

The Company's ability to convert new client si@#s customer care and billing systems on a timaely accurate basis is necessary to meet
the Company's contractual commitments and to aehte\business 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 and tlmep@ny may not be successful in attracting andnigtgithe personnel necessary to comg
conversions on a timely and accurate basis. THalityaof the Company to perform the conversiongess timely and accurately would have
a material adverse effect on the results of opmnatof the Company.

DEPENDENCE ON CABLE TELEVISION AND DBS INDUSTRIES

The Company's business is concentrated in the teleldsion and Direct Broadcast Satellite ("DB®&ifjustries, making the Company
susceptible to a downturn in those industries. mthe years ended December 31, 1998 and 199Caimpany derived 78% and 73%, and
13% and 11% of its total revenues from companidkerlJ.S. cable television and U.S. DBS industriespectively. A decrease in the nun
of customers served by the Company's clients,dbbsisiness due to non-renewal of client contraatijstry consolidation, and/or changing
consumer demand for services would adversely efffiectesults of operations of the Company.

There can be no assurance that new entrants intcathie television market will become clients & @ompany. Also, there can be no
assurance that cable television providers willdieessful in expanding into other segments of tmverging communications markets. Even
if major forays into new markets are successfid,@lompany may be unable to meet the special bidlirdjcustomer care needs of that ma
The cable television industry is undergoing siguifit ownership changes at an accelerated pacddition, cable television providers are
consolidating, decreasing the potential numberngebs for the Company's products and services. @idasion in the industry may put at ri
the Company's ability to leverage its existing tielaships. Should this consolidation result in aamntration of cable television customer
accounts being owned by companies with whom the2amm does not have a relationship, or with whompetitors are entrenched, it could
negatively effect the Company's ability to maintairexpand its market share, thereby adverselgtiffg the results of operations.

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 prodaitbductions. The Company believes that its feitsmccess in sustaining and growing
annual revenue per customer account depends uptinwed market acceptance of its current prodiretsyding CCS and related products
and services, and its ability to enhance its ciunpenducts and develop new products that addresmtneasingly complex and evolving ne:
of its clients. Substantial research and developméhbe required to maintain the competitivene$she Company's products and services in
the market. Development projects can be lengthycasstly, and are subject to changing requirememtgyramming difficulties, a shortage of
qualified personnel, and unforeseen factors whaghresult in delays. There can be no assurancentihced market acceptance of the
Company's current products or that the Companybeilsuccessful in the timely development of produnttancements or new products that
respond to technological advances or changingtatieads. Also, the introduction and consumer aecegt of billing statements that are
presented and paid electronically over the Intenmey happen more rapidly than the Company antiefpat electronic bill presentation and
payment proliferates and the Company is unablegpand with a solution quickly, such failure coblive a material adverse effect on the
Company's results of operations.

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'sisoltor presenting multiple communications sergioa a single bill, there could be a
material adverse effect on the Company's growth.

COMPETITION

The market for the Company's products and servickigihly 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.

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. The Compatig\wes that its future success also
depends on its ability to attract and retain higdkifled technical, managerial, and marketing pengd, including, in particular, additional
personnel in the areas of research and developaneniechnical support. Competition for qualifiedgoanel is intense, particularly in the
areas of research and development and technicabgufhe Company may not be successful in attrgaind retaining the personnel it
requires, which would adversely effect the Compaapility to meet its commitments and new prodtivery objectives.

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 pragjube cancellation of the Company's
services and products by existing or new clietis Hiring of additional staff, new product develamhand 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 igdpicts. The Company also holds a limited numbgradénts on some of its newer products,
and does not rely upon patents as a primary mdgmetecting its rights in its intellectual propgrirhere can be no assurance that these
provisions will be adequate to protect its propuigtrights. Although the Company believes thairitsllectual property rights do not infringe
upon the proprietary rights of third parties, thea@ be no assurance that third parties will ne¢dsnfringement claims against the Company
or the Company's clients.

INTERNATIONAL OPERATIONS

The Company's business strategy includes a committnehe marketing of its products and servicésrimationally, and the Company has
acquired and established operations outside dfitBe The Company is subject to certain inherefsrassociated with operating
internationally. Risks include product developmienineet local requirements such as the conversi@&URO currency, difficulties in staffit
and management, reliance on independent distribotostrategic alliance partners, fluctuationsoireign currency exchange rates,
compliance with foreign regulatory requirementgjafaility 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 managmessfully the risks related to selling its praduand services in international markets.

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



understand local business practices, the divediomanagement's attention to the assimilation gfiaed operations and personnel, potential
adverse short-term effects on the Company's operagisults, and the amortization of acquired infalegassets.

YEAR 2000

The Company's business is dependent upon varioupwter software programs and operating systemsittiae dates and process data
beyond the year 2000. If the actions taken by thm@any to mitigate its risks associated with thery2000 are inadequate, there could be a
material adverse effect on the financial conditiol results of operations of the Company. See "Mamant's Discussion and Analysis of
Financial Condition and Results of Operations"ddditional discussion of the Company's effortsddrass the year 2000 risks.

RELATIONSHIP WITH FIRST DATA CORPORATION

The Company has entered into a data processingssm@greement with FDC. The Company is dependmont &DC to perform these
services for the operation of CCS. The inabilityr8fC to perform these services satisfactorily cdwdde a material adverse effect on the
financial condition and results of operations & @ompany. The existing agreement is schedulerpioesin December 2001.
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