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OR

[ JITRANSITION 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 @rart

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, includirig code)

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

Securities Registered Pursuant to Section 12(l)eofAct: None
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to such filing requirements for the past 90 dayss ¥X] No [_]

Indicate by a check mark if disclosure of delingqudars pursuant to Item 405 of Regulation S-Ka@t contained herein, and will not be
contained, to the best of registrant's knowledgeefinitive 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 3Q0020as $1,747,664,10
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PART I
Iltem 1. Business
General

CSG Systems International, Inc. (the "Company"@8G") was formed in October 1994 and acquiredfat® outstanding stock of CSG
Systems, Inc. (formerly Cable Services Group, Ifroin First Data Corporation ("FDC") in Novemberd#i9(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, Englewoadoi@do 80111, and the telephone
number at that address is (303) 796-2850. The Coygaommon stock is listed on the Nasdaq Natidaket under the symbol "CSGS".

Company Overview

The Company provides customer care and billingtsnis worldwide for the converging communicationarkets, including cable television,
direct broadcast satellite ("DBS"), telephony, srelservices and others. The Company's productsemvites enable its clients to focus on
their core businesses, improve customer servickeater 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 accowgaiges support, order processing, invoice cal@araproduction and mailing, management
reporting, and customer analysis for target manketihe Company's products and services combinestiadility and high volume
transaction processing capabilities of a mainfratatform with the flexibility of client/server ardbcture. The Company generated revent
$322.2 million in 1999 compared to $236.6 million1i998, an increase of 36%, and revenue grew atn@aund annual growth rate of 35%
over the five-year period ended December 31, 1999.

The Company has established a leading presencevajophing strategic relationships with major pdpénts in the cable television and DBS
industries, and derived approximately 76% and 16%s dotal revenues in 1999 from the U.S. cablevision and U.S. and Canadian DBS
industries, respectively. The Company providesaust care and billing to ortkird of the households in the U.S. During 199@, @Gompan'
derived approximately 79% of its total revenuesrfiorocessing and related services. At Decembet @9, the Company was servicing
client sites having an aggregate of 33.8 milliogtomers in the U.S., compared to 29.5 million congtrs serviced as of December 31, 1998,
an increase of 15%. During 1999, the Company cdesleand processed approximately 4.5 million neviauers on its systems. Total
domestic revenue per customer account for 1999@a88, compared to $8.71 for 1998, an increas8&¥, and revenue per customer
account grew at a compound annual growth rate &f @®%er the five-year period ended December 31, 1999

The convergence of communications markets and gigpadmpetition are increasing the complexity anst o managing the interaction
between communications service providers and thetomers. Customer care and billing systems coateliall aspects of the customer's
interaction with a service provider, from initiatsup and activation, to service activity monitagyithrough 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 functdity. Because of the significant level
technological expertise and capital resources requo develop and implement such systems sucdigssfie majority of cable television,
DBS, and wireless service providers have electeitsource customer care and billing.

In 1998, the Company acquired substantially athefassets of US Telecom Advanced Technology Systemo. ("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/server customer care and billing systemsisgrthe telecommunications markets. The Compaey tise acquired technology and
software primarily to enhance its current servioeelu telephony customer care and billing system.

In September 1997, the Company entered into a abgy@cessing agreement with Tele-Communicatiores,(I'TCI") which expires in 2012.
In March 1999, AT&T completed its merger with TGidaconsolidated the TCI operations into AT&T Broadd ("AT&T"). The Company
continues to service AT&T under the terms of they®&r processing contract (the "AT&T Contract") eTAT&T Contract has minimum
financial commitments over the 15-year life of twmtract and includes exclusive rights to providstomer care and billing products and
services for AT&T's offerings of wireline video| &iternet/high-speed data services, residentiedlimie telephony services, and print and
mail services. As of December 31, 1999, the Compeatlysuccessfully converted approximately 11 nmilkdT&T cable television customers
onto its system, bringing the total of AT&T custaimen the Company's system to approximately 14anillSee "Management's Discussion
and Analysis of Financial Condition and Result©gpkrations” for additional discussion of the AT&Dr@ract and the TCI and AT&T
merger.

In addition, during 1997, the Company purchasethoeSUMMITrak software technology assets that werdgevelopment from TCI. The
Company continued the research and development[¥"R&f certain software technologies acquired ffo@l. Such efforts included the
completion of the R&D projects and the integratidrthe completed software technologies into certdithe Company's current products.
related products from these development effortevaeailable for general release in 1999. See Nabvetde Company's Consolidated
Financial Statements for additional discussiorhef$UMMITrak asset acquisition.

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@sise providers in growing markets. The Comparyeased the number of customers
processed on its systems from 18.0 million as afdb&ber 31, 1995 to 33.8 million as of Decemberl399. The Company provides a full
suite of customer care and billing products anglises which combine the reliability and high volutn@nsaction processing capabilities of a
mainframe platform with the flexibility of clien#sver architecture.

Introduce New Products and Services. The Compaswlsignificant installed client base to whichahcsell additional value-added products
and services. The Company has increased its arexeiue per U.S. domestic customer from $5.60 8518 $9.88 in 1999, a compound
annual growth rate of 15%, due primarily to theaduction of new products and services. The Compdhygontinue to develop software
applications, which will enhance and extend thecfiomality of its customer care and billing solutiand also provide additional revenue
opportunities.

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 billingisohs necessary to meet their needs. The Comgang o enter new markets, such as the
HSD/ISP and IP markets, that with new and/or aegliechnology, or modifications to the Companyistég technology, could be served
the Company's customer care and billing solutions.

Enhance Growth Through Focused Acquisitions. The@amy follows a disciplined approach to acquireetssand 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 bilBofutions gives communications
service providers a competitive advantage. The Gmyip continuing investment in R&D is designed @siion the Company to meet the
growing and evolving needs of existing and potéwtiants.

CSG Products and Services

CSG offers the most complete suite of flexible legble products and services in the communicatioaiket, serving voice, video and data
providers--handling all aspects of the customexciitle. CSG has invested an average of 12% of vegeim R&D in the last five years. This
has allowed the Company to increase its offeringiftwo products to more than 25. Listed below axegal of the products that make up the
Company's Broadband Express(TM) solution.

Customer Acquisition

Advanced Customer Service Representative(R) (ACPR¢R Windows-based software program that pra/id8Rs (customer service
representatives) with a complete view of a cust&sraarcount, easily showing all the customer's sesviAdd-on modules include Customer
Interaction Tracking(R)--which tracks customerstygye and subject, and features a planner for sdingdiollow-ups and reminders;
Customer Based Training--a tutorial system; andliéppon Object Interface--which develops custordiz@plications and requests special
status updates from the ACSR system.

Credit Verification Service allows clients to detgne whether an individual qualifies for serviceséd on their credit history and risk.

Risk Management System helps clients determineréndit-worthiness of applicants and assists irectitbn efforts through online access to
credit histories and previous unpaid accounts.

Provisioning and Usage

Real-Time Usage Handling System provides real-tiatieg and aggregation of convergence usage-basetas such as Internet and
telephony. The robust and easy-to-use graphicalintgeface (GUI) enables clients to set up and ifgatbmplex service plans in real-time.

Service Delivery System takes manual and autonmtatde and configures them into a logical workflowtem, to perform certain functions
such as notifying external providers and activatglgphony and high-speed Internet services.

Product Pricing and Discounting

CSG Vantage(R) allows clients to collect and legermarketing and consumer behavior informationffier @pecific package pricing and
discounts to their customers.

CSG Convergent Express allows clients to seamledfdy multiple lines of business and cross prodiistount for these services. Using this
product, clients can create special package awthgrmodels based on types of services to whicin dustomers subscribe.

CCS Discount Module automates the process of esiéld) package pricing and special discount prograsithin the customer care and
billing system. This module allows CSG clients tonitor their customer's buying patterns as wett@spetitive trends, and to build and
automatically apply frequent buyer programs, loydiscounts and other enhanced discounting packages

Customer Maintenance

Communications Control System (CCS(R)) lets CSReslenew customers, modify services for currenttoneers, schedule installation and
repairs, and process billing.



Call Center ExpressSM is a suite of products thatptes customer self- care and improves CSR effggi. Over the phone, without the
assistance of a CSR, customers can check accdantka and order a pay-per-view event. In additidren a call comes into the call center,
a customer's account information automatically appen the CSR's computer screen.

CSG WorkForce ExpressSM is a suite of productseffaiently dispatches field technicians, providegomatic and manual routing of work
orders, and workforce management functions. It eotseach technician with the customer care atiddgystem through a hartteld device
(CSG TechNet(R)), which presents information inghgcthe route to the next job and background orctistomer.

CSG Care Express(TM) is a web-based applicationighray end-user customers with the ability to signfor new services, add or modify
existing services, and manage their convergentustco

Billing and Invoicing

CSG Enhanced Statement Presentation(R) lets cligifds logos, graphics, and messages on custamieicies--turning a monthly bill into an
easy-to-read communications and marketing tool.

Internet Bill Presentment and Payment (IBPP) allews-user customers to view and pay bills via therhet. This product maintains the
previous month's statements online and notifiesoomsrs of new statements via e- mail. In additl&®P allows customers to view unbilled
usage in real- time.

CSG Statement Express(R) allows CSRs to use theipaters to call up the actual invoice a custoraeeives, so that it can be discussed
with the customer.

Collection and Delinquency
Paybill Advantage(R) lets customers have theiskilitomatically debited from their checking accsuwntplaced on their credit cards.

Credit Card Processing Services uses a one-tinaét cagrd transaction to automatically collect paytsefor monthly services and special
circumstances, such as a delinquent customer.

Electronic Lockbox Service(R) (ELS(R)) automates pinocess of posting electronic payments, drambticducing the possibility of an
error in payment.

Collections Service automates the accounts reckeiatd collections systems for clients, increasewpvery rates and reducing costs.
Year 2000

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

Clients

The majority of the Company's largest clients €lisin alphabetic order) are cable television anéPBoviders located in the United States
and Canada, and are as follows:

AT&T Broadband (formerly TCI) Echostar Co mmunications Corporation
Adelphia Communications Corp Media One G roup, Inc.

Ameritech New Media Primestar b y DIRECTV

Bell ExpressVu Prodigy Com munications Corp

Charter Communications Time Warner



During the years ended December 31, 1999, 1998188d, revenues from AT&T represented approximaid€lp%, 37.4%, and 32.9% of
total revenues, and revenues from Time Warner Catdeits affiliated companies ("Time Warner") reymeted approximately 10.2%, 14.1%,
and 20.1% of total revenues, respectively. Thecimse in the AT&T percentage between 1999 and 1€18&s primarily to the additional
AT&T customers converted to the Company's systesrs@sult of the 15-year AT&T Contract execute&aptember 1997. The Company
has separate processing agreements with multifiiatas of Time Warner and provides products aediises to them under 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,sdeen days a week. Clients
an 800 number and through an automated voice respanrit, direct their calls to the specific prodsigpport areas where the questions are
answered. In addition, each client has a dedicatedunt manager. This professional helps cliersisive 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 andssiglgsrt organization. The Company has organizezhits efforts around senior level
account managers who are responsible for new regesud renewal of existing contracts within an antoAccount managers are supported
by direct sales and sales support personnel whexgrerienced in the various products and servitasthe Company provides.

FDC Data Processing Facility

The Company outsources to FDC data processingadaigd services required for operation of the Cgs$esn. The Company's proprietary
software is run in FDC's facility to obtain the resary 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 conrtoially provided networks. FDC provides the sergite the Company pursuant to a five-
year agreement which is scheduled to expire DeceBie2001. 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 andancements is essential to maintaining its ctitiygeposition in the marketplace. The
Company's development efforts for 1999 were focymséedarily on the development of products to (griease the efficiencies and
productivity of its clients' operations, (ii) addeethe systems needed to support the convergettise obmmunications markets, (i) suppo
web-enabled, customer self-care and electroniplebentment/payment application, and (iv) allowrdk to effectively rollout new products
and services to new and existing markets, suchsadantial telephony, High-Speed Data/ISP and |IEkets. The Company expects its
development efforts to focus on similar tasks iO2&nd expects to spend a similar percentage tftabrevenues on R&D in the future.

The Company's total R&D expense, excluding purath&s&D, was $34.4 million, $27.5 million, and $22rtllion for the years ended
December 31, 1999, 1998, and 1997, or 10.7%, 11a6%h13.2% of total revenues, respectively. Seenddament's Discussion and Analysis
of Financial Condition and Results of Operations."

Competition

The market for customer care and billing systenmthénconverging communications industries is higtdynpetitive. The Company competes
with both independent providers and in-house depea®of customer
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management systems. The Company believes its ngosficant competitors are DST Systems, Inc., Cagys Corporation, Portal Software,
Inc., Kenan Systems (a division of Lucent Techn@sginc.), and in-house systems. As the Compatereadditional market segments, it
expects to encounter additional competitors. SohtkeoCompany's actual and potential competitoxe substantially greater financial,
marketing and technological resources than the Gomp

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

Proprietary Rights and Licenses

The Company relies on a combination of trade seenetl copyright laws, patents, license agreemeatsdisclosure and other contractual
provisions, and technical measures to protectrapnetary rights. The Company distributes its prctd under service and software license
agreements which typically grant clients non-exekidicenses to use the products. Use of the soétweoducts is restricted and subject to
terms and conditions prohibiting unauthorized relpiation or transfer of the software products. Tlhen@any also seeks to protect the source
code of its software as a trade secret and asyaigbped work. Despite these precautions, therebeano assurance that misappropriation of
the Company's software products and technologynailloccur. The Company also incorporates via §esror reselling arrangements a
variety of third party technology and software prot that provide specialized functionality witfii® own products and services. Although
the Company believes that its product and seniiggings 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 assurtivateany third parties will not assert
contractual or infringement claims against the Canyp

Employees

As of December 31, 1999, the Company had a tota)5#2 employees, an increase of 194 from Deceihel998. The Company's success
is dependent upon its ability to attract and retpialified employees. None of the Company's emm@syre subject to a collective bargaining
agreement. The Company believes that its relatigtisits employees are good.

Item 2. Properties

The Company leases five facilities, totaling apjimately 159,000 square feet in Denver, Coloradosanbunding communities. The
Company utilizes these facilities primarily for ¢@rporate headquarters, (ii) sales and markettigites, (iii) product and operations
support, and (iv) certain R&D activities. The lem$er these facilities expire in the years 200@tgh 2010.

The Company leases six facilities, totaling apprately 280,000 square feet in Omaha, NebraskaCbinepany utilizes these facilities
primarily for

(i) client services, training and product supp@if,systems and programming activities, (iii) R&dativities, (iv) statement production and
mailing, and (v) general and administrative funesioThe leases for these facilities expire in thary 2000 through 2007.

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 13,008rsdfeet in Slough, Berkshire, in the United Kingdfor its U. K. operations. The lease
for this facility expires in 2002.

The Company believes that its facilities are adegta its current needs and that additional sigtabace will be available as required. The
Company also believes that it will be able to edttrases as they terminate. See Note 9 to the Qorisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.
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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 aalIi€. Hansen (Chairman of the Board and Chief &xez Officer), John P. Pogge
(President and Chief Operating Officer), Greg Artkiea(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, 59, 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 suppiessftware products and services. From 1983 t®1BB. Hansen was Chairman and
Chief Executive Officer of US WEST Applied Commugiions, Inc., and President of US WEST Data Sys@nosip.

Mr. Pogge, 46, joined the Company in 1995 and bagesl as President, Chief Operating Officer andectbr of the Company since
September 1997. Prior to that time, Mr. Pogge waBxecutive Vice President of the Company and Gadrdanager, Business Units. From
1992 to 1995, Mr. Pogge was Vice President, Cotpdd@velopment for US WEST, Inc. From 1987 to 1994, Pogge served as Vice
President and General Counsel of Applied Commuioicst Inc. Mr. Pogge holds a J.D. degree from Greig University School of Law and
a BBA in Finance from the University of Houston..Nhogge and Mr. Parker are brothers-in-law.

Mr. Parker, 41, joined the Company in July 1995 has served as Vice President and Chief FinandfaleD since April 1997. Prior to that
time, Mr. Parker was Vice President, Finance. Pxasly, Mr. Parker was with Banc One for thirteeangeand was Chief Financial Officer-
Banc One in Houston and San Antonio. Mr. Parkeeived a BBA in Accounting and Economics from theugnsity of lowa in 1980. Mr.
Pogge and Mr. Parker are brothers-in-law.

Mr. Nafus, 59, joined the Company in August 199&ascutive Vice President. From 1992 to 1998, Mafus served as Executive Vice
President of First Data Corporation and Presidéfrirst Data International. Mr. Nafus was PresideiFirst Data Resources from 1989 to
1992, Executive Vice President of First Data Resesifrom 1984 to 1989 and held various other managéepositions with that company
since 1984. Mr. Nafus holds a B.S. degree in Matta® from Jamestown College.
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PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

The Company's Common Stock is listed on the Naddmpnal Market ("NASDAQ/NMS™) under the symbol "GS". The following table
sets forth, for the fiscal quarters indicated, ltlgh and low sale prices of the Company's Commouksas reported by NASDAQ/NMS since
the Company's Initial Public Offering on FebruaB; 2996. The per share amounts disclosed hereim @en adjusted to reflect the
Company's two-for-one stock split which was effeetbon March 5, 1999.

High Low
1999
First qUaNer....cccooovvieviiieiiiesiieeeees . $41.63 $31.75
Second qQUANEr.....ccoccvevviiiieeeiieeeeeeeeee 45.00 23.44
Third quarter.....ccoccccccceeeeeeee 29.94 20.31
Fourth quarter.......ccccceeeeeeviviciciceeee e 44,75 23.94
High Low
1998
First quarter......cccoovvvevvveeviieciieeeees e, $22.63 $18.44
Second qQUANer......coccvevviiiieeeiiiieeeeeeeeee 24.50 18.91
Third quarter.......cccccovveniciiieeeeieeeee . 24.63 18.38
Fourth quarter.......ccccceeeeveveviiiciieeee e 39.50 19.13

On March 20, 2000, the last sale price of the CamisaCommon Stock as reported by NASDAQ/NMS was&®&per share. On January 31,
2000, the number of holders of record of CommortiSteas 273.

Dividends

The Company has not declared or paid cash dividends Common Stock since its incorporation. Tleen@any's debt agreement contains
certain restrictions on the payment of dividend=e Slote 6 to the Company's Consolidated Finantsé®ents.
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Item 6. Selected Financial Data

The following selected financial data have beervedrfrom the audited financial statements of tlienany. The selected financial data
presented below should be read in conjunction vaitig} is qualified by reference to "Management'sssion and Analysis of Financial

Condition and Results of Operations" and the Corygadonsolidated Financial Statements. The infoionaielow is not necessarily
indicative of the results of future operations.

Compa ny(1)(2)
Year ended December 31,
1999 1998 1997 1996 1995
(in thousands, exce pt per share amounts)

Statements of Operations

Data:

Revenues:

Processing and related

SEIVICES.....cuvveeenanes $255,167 $191,802 $ 131,399 $113,422 $ 96,343
Software and professional

SErIVICES.....coveernnnnes 66,995 44,838 40,405 18,875 61

Total revenues............ 322,162 236,640 171,804 132,297 96,404
Expenses:

Cost of processing and

related services:

Direct costs............... 88,475 77,155 58,259 52,027 46,670
Amortization of acquired

software(l)............... -- - 10,596 11,003 11,000
Amortization of client

contracts and related

intangibles(1)............ 7,231 5,043 4,293 4,092 4,092
Total cost of processing

and related services..... 95,706 82,198 73,148 67,122 61,762
Cost of software and

professional services..... 36,415 25,048 16,834 7,123 -
Total cost of revenues.... 132,121 107,246 89,982 74,245 61,762
Gross margin (exclusive of
depreciation).............. 190,041 129,394 81,822 58,052 34,642

Operating expenses:

Research and development:

Research and development... 34,388 27,485 22,586 20,206 14,278
Charge for purchased

research and

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

software development

COStS(6)...eveeeernnrenen. - -- 11,737 - -
Selling and marketing...... 14,361 11,810 10,198 8,213 3,770
General and administrative:

General and administrative. 25,781 22,959 19,385 13,702 11,406
Amortization of noncompete

agreements and

goodwill(1).......ccc.... 4,889 5,381 6,927 6,392 5,680
Impairment of intangible

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

compensation(l)........... 280 297 449 3,570 841
Depreciation............... 10,190 8,159 6,884 5,121 5,687
Total operating expenses.. 89,889 76,091 188,357 57,204 41,662
Operating income (loss)..... 100,152 53,303 (106,535) 848 (7,020)
Other income (expense):

Interest expense........... (7,214) (9,771) (5,324) (4,168) (9,070)
Interest income 2,981 2,484 1,294 844 663
Other................ 10 (21) 349 - -

Total other............... (4,223) (7,308) (3,681) (3,324) (8,407)

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

operations................. 95,929 45,995 (110,216) (2,476) (15,427)



Income tax (provision)
benefit(8)

Income (loss) before
extraordinary item and
discontinued operations....
Extraordinary loss from
early extinguishment of
debt(3)(5)

59,874 85,638

Income (loss) from
continuing operations...... 59,874 85,638
Discontinued operations(4):

Loss from operations....... - --

Gain (loss) from

disposition...............

Total gain (loss) from
discontinued operations.. -- --

Net income (loss)........... $59,874 $85,638 $

Diluted net income (loss)

per common share(9):

Income (loss) attributable

to common stockholders.... $ 1.10 $ 1.62 $
Extraordinary loss from

early extinguishment of

Gain (loss) from
discontinued operations... -- --

Net income (loss)
attributable to common
stockholders.............. $ 110 $ 162 %

Weighted average diluted
common shares

54,660 52,991

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

(577) (1,260) -

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

—~  — (3,003
7922 - (660)
7922 - (3,753)

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

(2.16)$ (07)$ (2.76)

(01 (03) -

15 -~ (54)

(2.02)$ (.10)$ (3.30)

50,994 43,746 6,901
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Co mpany(1)(2)

Year en ded December 31,
1999 1998 1997 1996 1995
(i n thousands)

Other Data (at Period End):
Number of clients' customers

processed........ccceeeeenn... 33,753 29,461 21,146 19,212 17,975
Balance Sheet Data (at Period

End):

Cash and cash equivalents....... $ 48,676 $ 39,593 $20,417 $ 6,134 $ 3,603
Working capital................. 32,092 7,050 3,518 4,430 2,359
Total assets(5)......... ... 274,968 271,496 179,793 114,910 105,553

Total debt(3)(5) 81,000 128,250 135,000 32,500 85,068
Redeemable convertible preferred

StOCK(3).eveeireieieeeiee - - - - 62,985
Stockholders' equity
(deficit)(1)(3)(5)(6).......... 116,862 60,998 (33,086) 41,964 (61,988)

(1) The Company was formed in October 1994 andieedj@all of the outstanding shares of CSG Systénas, formerly Cable Services
Group, Inc., from First Data Corporation ("FDC") Nlovember 30, 1994 (the "CSG Acquisition"). The Qamy 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 include periodic amatibn of acquired software, client contracts aldted intangibles, noncompete 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 &sdable Convertible Preferred Stock ("PreferrediSjoAs of the closing of the IPO, all
of the Preferred Stock was automatically conveiriéal 35,999,996 shares of Common Stock. The Companwyred an extraordinary loss of
$1.3 million for the write- off of deferred finam@ costs attributable to the portion of the loregat debt repaid.

(4) Contemporaneously with the CSG Acquisition, @mpany purchased from FDC all of the outstandiqgtal stock of Anasazi Inc.
("Anasazi"). On August 31, 1995, the Company cotggle substantial divestiture of Anasazi, resuliimthe Company owning less than 2
of Anasazi. In September 1997, the Company soleitsining ownership interest in Anasazi for $8ibiom in cash 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 with TCI. In March 1989&T completed its merger with TCI and has coidated the TCI operations into
AT&T Broadband ("AT&T"). The Company continues tergice AT&T under the terms of the 15-year proaggsiontract (the "AT&T
Contract"). The total purchase price was approxetge159 million, with approximately $105 milliorharged to purchased research and
development and the remaining amount allocatedaiiynto the AT&T Contract. The Company financeé #sset acquisition with a $150.0
million term credit facility (the "Term Credit Fdity"), of which $27.5 million was used to retireet Company's previously outstanding debt,
resulting in an extraordinary loss of $0.6 millifam the write-off of deferred financing costs ditrtable to such debt. See Note 4 to the
Consolidated Financial Statements for additionstuaision.

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

(7) During 1997, the Company recorded a non-reegrcharge of $4.7 million for the impairment ofteém intangible assets related to
software systems which the Company decided to mgeomarket 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 t6ahsolidated Financial Statements for further dis@an.

(9) On March 5, 1999, the Company completed a twveshie stock split for shareholders of record obrgary 8, 1999. 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. 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 Statements.

12



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 provides customer care and billingtswia worldwide for the converging communicationarkets, including cable television,
direct broadcast satellite, telephony, on-line mewand others. The Company offers its clientdladnge of processing services, software
and support services that automate customer maregéumctions, including billing, sales support amder processing, invoice calculation
and production, management reporting and custonmaysis for target marketing. The Company's proslactd services combine the
reliability and high volume transaction processiagabilities of a mainframe platform with the fleitity of client/server architecture. The
Company provides its services to more than one-thfithe households in the United States.

Forward-Looking Statements. This report containsi@ber of forward-looking statements relative tufa plans of the Company and its
expectations concerning the customer care anadpillidustry, as well as the converging telecommatioas industry it serves, and similar
matters. Such forward- looking statements are baseabsumptions about a number of important factord involve risks and uncertainties
that could cause actual results to differ materifthm estimates contained in the forward-lookitefements. Some of the risks that are
foreseen by management are contained in Exhib@196f this report. Exhibit 99.01 constitutes aregral part of this report, and readers are
strongly encouraged to read that section closetpimjunction with Management's Discussion and Asialgf Financial Condition and Rest
of Operations.

AT&T Contract and Merger. In September 1997, thenfany entered into a 15- year processing contrabt™ele-Communications, Inc.
("TCI"). In March 1999, AT&T completed its mergeittv TCI and has consolidated the TCI operations AT&T Broadband ("AT&T"). The
Company continues to service AT&T under the terithe 15-year processing contract (the "AT&T Coatfa

Stock Split. On March 5, 1999, the Company completéwo-for-one stock split, effected as a stoskd#ind, for shareholders of record on
February 8, 1999. Share and per share data fpeatids presented herein have been adjusted teffet to the split.

Stock Offering. In April 1998, the Company comptetesecondary public stock offering of approximai®D million shares of Common
Stock. The primary shareholders in the offerinduded Morgan Stanley affiliated entities and Gehktators employee benefit plan trusts.
The Company received none of the proceeds fromffleeing, nor incurred any expense.

Acquisitions

USTATS Asset Acquisition. On July 30, 1998, the @amy acquired substantially all of the assets offldi@com Advanced Technology
Systems, Inc. ("USTATS") for approximately $6.0 lioih in cash and assumption of certain liabilittdspproximately $1.3 million.
USTATS, a South Carolina- based company, specgiizepen systems, client/server customer cardodiint systems serving the
telecommunications markets. The Company used tipgir@cl technology and software primarily to enhaiteeurrent service- bureau
telephony customer care and billing system. Thal fmirchase price of $7.3 million has been allat#&tethe technology and software acqu
and is being amortized over its expected usefaldiffive years.

Acquisition of SUMMITrak Assets. In September 198% Company purchased certain SUMMITrak softwaohmhology assets that were in
development from TCI. The Company continued theaesh and development ("R&D") of certain softwaehnologies that were acquired
from TCI. Such efforts included the completion loé iR&D projects and the integration of the completeftware technologies into certain of
its
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current products. The related products from theseldpment efforts were available for general dda 1999. See Note 4 to the Company's
Consolidated Financial Statements for additionsta$sion of the SUMMITrak asset acquisition.

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, clieattracts and related intangibles, noncompete awet goodwill and stockased employe
compensation (collectively, the "Acquisition Chaje The Acquisition Charges totaled $7.5 milli&8.2 million, and $20.7 million for the
years ended December 31, 1999, 1998 and 1997 ctashe. Going forward, the Acquisition Charges Mk approximately $0.2 million pr

year until fully amortized in 200«

Discontinued Operations. Contemporaneously withGB& Acquisition, the Company purchased from FO®fahe outstanding shares of
Anasazi Inc. ("Anasazi") for $6.0 million cash. TBempany accounted for its ownership in Anasaziissontinued operations after its
acquisition in 1994. On August 31, 1995, the Comypmompleted a substantial divestiture of Anasaaulting in the Company owning less
than 20% of Anasazi. As a result, Anasazi's resiiltperations subsequent to August 31, 1995 areoluded in the Company's results of
operations as the Company accounted for its invastin Anasazi under the cost method subsequekigast 31, 1995. In September 1997,
the Company sold its remaining interest in Anagaz$8.6 million in cash and recognized a gain BR$million.

Non-Recurring Items

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 theiaitoun.

Impairment of Capitalized Software Development €oBuring 1997, the Company recorded a charge bf7$illion related to certain CSG
Phoenix assets. After the consideration of multipteors 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, tr@e(®any recorded a charge of $4.7 million for thpamment 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 Companiddd not to invest the resources necessary te thaksoftware year 2000 compliant,
resulting in the impairment of the CableMAX intabligi assets.

Extraordinary Loss From Early Extinguishment Of Deb September 1997, the Company retired its anotihg bank indebtedness of $27.5
million in conjunction with obtaining financing fahe SUMMITrak asset acquisition. Upon repaymerthefoutstanding debt, the Company
recorded an extraordinary loss of $0.6 milliontfoe write-off of deferred financing costs.

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 redlizeincome 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 recording a net
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income tax benefit of $39.6 million during the fduguarter. This conclusion was based primarilyrufiee Company's expected profitable
operations in future periods. See below for addélaliscussion.

Adjusted Results of Operations

Impact of Acquisition Charges and Non-recurring rglea on Earnings. As discussed above, the Compasiinburred Acquisition Charges
and non- recurring charges in each of the lastthiears. The total of these charges was $7.5 mil$#8.2 million, and $135.3 million for the
years ended December 31, 1999, 1998 and 1997 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 tefjugsults of operations were computed
using an effective income tax rate of 38.0%, andtanding shares on a diluted basis.

For the year ended
December 31,

1999 1998 1997
(in thousands, except
per share amounts)
Adjusted Results of Operations:
Operating inCOMe............ccceeviieeeninnnn. $ 107,613 $61,512 $36,131
Operating income margin............ccccceeuuees 33.4% 26.0% 21.0%

Income before income taxes..................... 103,390 54,204 32,450
Netincome.........cccoevveiiiiiiininnnn, 64,102 33,606 20,119
Earnings per diluted common share.............. 1.17 .63 .39

Weighted average diluted common shares......... 54,660 52,991 52,138
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Results of Operations

Year Ended
1999
% of
Amount Revenue Amoun
(in tho

Revenues:

Processing and related
services.............. $255,167 79.2% $191,8

Software and
professional services. 66,995 20.8 44,8

Total revenues...

Expenses:

Cost of processing and

related services:

Direct costs........... 88,475 275 77,1
Amortization of

acquired software..... - - -
Amortization of client

contracts and related

intangibles.... 7,231 22 50

Total cost of

processing and

related services..... 95,706 29.7 82,1
Cost of software and

professional services. 36,415 11.3 25,0
Total cost of

revenues............. 132,121 41.0 107,2
Gross margin (exclusive

of depreciation)....... 190,041 59.0 129,3
Operating expenses:

Research and

development:

Research and

development........... 34,388 10.7 27,4
Charge for purchased

research and

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

capitalized software

development costs..... - - -
Selling and marketing.. 14,361 4.4 118
General and

administrative:

General and

administrative........ 25,781 8.0 229
Amortization of

noncompete agreements

and goodwill.......... 4889 15 53
Impairment of

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

compensation.......... 280 A1 2
Depreciation........... 10,190 3.2 8,1
Total operating

expenses.... 76,0

Operating income (loss). 100,152 31.1 53,3

Other income (expense):

Interest expense....... (7,214) (2.2) (9,7
Interest income........ 2981 9 24
Other......ccccuvvvnes 10 - (

Total other........... (4,223) (1.3) (7,3

Income (loss) before
income taxes,

The following table sets forth certain financiataland the percentage of total revenues of the @agnfor the periods indicated.

December 31,

1998 1997

% of % of
t Revenue Amount Revenue

usands)

02 81.1% $131,399 76.5%

38 18.9 40,405 235

55 32.6 58,259 33.9

- - 10596 6.2

98 34.7 73,148 42.6

48 106 16,834 9.8

85 11.6 22,586 13.2

- - 105,484 61.4

- - 11,737 6.8
10 5.0 10,198 5.9

59 9.7 19,385 11.3

81 23 6,927 4.0

- - 4,707 2.7

71) (41) (5,324) (3.1)
84 1.0 1294 7
21) - 349 2



extraordinary item and
discontinued

operations............. 95,929 29.8 45,9 95 19.5 (110,216) (64.2)
Income tax (provision)
benefit............... (36,055) (11.2) 39,6 43 16.7 - -

Income (loss) before
extraordinary item and
discontinued
operations............. 59,874 18.6 85,6 38 36.2 (110,216) (64.2)
Extraordinary loss from
early extinguishment

Income (loss) from

continuing operations.. 59,874 18.6 85,6 38 36.2 (110,793) (64.5)
Gain from disposition

of discontinued

operations............ - - - - - 7,922 4.6

Net income (10ss)....... $59,874 18.6% $85,6 38 36.2% $(102,871) (59.9)%
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Twelve Months Ended December 31, 1999 Comparedvielve Months Ended December 31, 1998
Revenues. Total revenues increased $85.5 millioB6d.%, to $322.2 million in 1999, from $236.6 lioih in 1998.

Revenues from processing and related servicesasede$63.4 million, or 33.0%, to $255.2 millionli®99, from $191.8 million in 1998. Of
the total increase in revenue, approximately 688alted from the Company serving a higher numbaustomers for its clients and
approximately 32% was due to increased revenueystomer. Customers serviced as of December 33, 499 1998 were 33.8 million and
29.5 million, respectively, an increase of 14.6%eTncrease in the number of customers serviceddwaso the conversion of additional
customers by new and existing clients to the Comgasystems, and internal customer growth expegigihy existing clients. During 1999,
the Company converted and processed approximat&imdlion new customers on its systems, with agpnately 3.4 million of these new
customers coming from AT&T.

Revenues from software and professional servicgsased $22.1 million, or 49.4%, to $67.0 milliorilv99, from $44.8 million in 1998. T
Company sells its software products principallyt$aexisting client base to (i) enhance the corefionality of its service bureau processing
application, (ii) increase the efficiency and protility of its clients' operations, and (iii) alloglients to effectively rollout new products and
services to new and existing markets. The increaszvenue between years relates to the contintnedgsdemand for the Company's exist
software products, principally ACSR, and the rallobiadditional new products to meet the changiegds of the Company's client base.

Total domestic revenue per customer account fo 188 $9.88, compared to $8.71 for 1998, an inere&43.4%. Revenue per customer
increased due primarily to (i) a greater percentag@ocessing revenues in 1999 being generatedrithd AT&T Contract, (ii) price
increases included in client contracts, and (iigreased software sales to new and existing clients

Cost of Processing and Related Services. Direcgaging costs as a percentage of related reverares3d.7% for 1999, compared to 40.2%
for 1998. The improvement between years relatesaify to better overall leveraging of the direcbgessing costs as a result of the
continued growth of the customer base processdldeo@ompany's system. Amortization of client coctsand related intangibles increased
$2.2 million, or 43.4%, to $7.2 million in 1999pfm $5.0 million in 1998. The increase in expensduis primarily to the amortization of the
value assigned to the AT&T Contract. The valuegrssil to the AT&T Contract is being amortized over life of the contract in proportion

to the financial minimums included in the contrafmortization related to the AT&T Contract was $&8lion in 1999, compared to $1.9
million in 1998. For 2000, the scheduled amortatior the AT&T Contract is $3.4 million.

Cost of Software and Professional Services. Theafaoftware and professional services as a ptagerof related revenues was 54.4% in
1999, compared to 55.9% in 1998. The slight deer@athis percentage is due primarily to the timarighe sales cycle for new products
introduced both in 1999 and 1998.

Gross Margin. Gross margin increased $60.6 mill@r6.9%, to $190.0 million in 1999, from $129.4lion in 1998, due primarily to
revenue growth. The gross margin as a percentaiggabfrevenues increased to 59.0% in 1999, condparé4.7% in 1998. The overall
increase in the gross margin percentage is dueapitino the improvement in the gross margin petage for processing and related services,
due primarily to the increase in revenue per customhile controlling the cost of delivering sucmsees.

Research and Development Expense. R&D expenseasenieb6.9 million, or 25.1%, to $34.4 million in919 from $27.5 million in 1998. As
a percentage of total revenues, R&D expense deatdasl0.7% in 1999, from 11.6% in 1998. The Comymdid not capitalize any software
development costs during 1999. The Company capa@lihird party, contracted programming costs gfaxmately $1.4 million during
1998, related primarily to enhancements to exigpirgglucts. As a result, total R&D development exjiemes (i.e., the total R&D costs
expensed, plus the capitalized development cast)999 and 1998, were $34.4 million, or 10.7%ot4ftrevenues, and $28.9 million, or
12.2% of total revenues, respectively.
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The overall increase in the R&D expenditures betwmeriods is due primarily to increased effortssemeral products which are in
development and enhancements of the Company'snexmbducts. The Company's development effortd 899 were focused primarily on
the development of products to (i) increase thieieficies and productivity of its clients' operaso (i) address the systems needed to suppor
the convergence of the communications market} s(@ipport a web-enabled, customer self-care amdretec bill presentment/payment
application, and (iv) allow clients to effectivalgllout new products and services to new and exgstnarkets, such as residential telephony,
High-Speed Data/ISP and IP markets. The Compangatxjits development efforts to focus on similaksain 2000 and expects to spend a
similar percentage of its total revenues on R&Ehia future.

Selling and Marketing Expense. Selling and marke(i$&M") expense increased $2.6 million, or 21.6%$14.4 million in 1999, from
$11.8 million in 1998. As a percentage of totalamewes, S&M expense decreased to 4.4% in 1999,5t0686 in 1998. The decrease in S&M
expenses as a percentage of total revenues isridugrity to increased revenues, while controllingNs costs.

General and Administrative Expense. General andraslrative ("G&A") expense increased $2.8 milliar,12.3%, to $25.8 million in 1999,
from $23.0 million in 1998. As a percentage of kogawenues, G&A expense decreased to 8.0% in ¥889,9.7% in 1998. The increase in
G&A expenses relates primarily to the continuedaggion of the Company's management and adminigrstiaff and other administrative
costs to support the Company's overall growth. démrease in G&A expenses as a percentage of ésahues is due primarily to increased
revenue, while controlling G&A costs.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodieiireased $0.5 million, or
9.1%, to $4.9 million in 1999, from $5.4 million i998. The decrease in amortization expense igpdomerily to the noncompete agreement
from the CSG Acquisition becoming fully amortizezla November 30, 1999.

Depreciation Expense. Depreciation expense incdeb®® million, or 24.9%, to $10.2 million in 1998om $8.2 million in 1998. The

increase in expense relates to capital expenditneske throughout 1999 and 1998 in support of tlegadgrowth of the Company, consisti
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 cost admegs or the other components of operating
expenses.

Operating Income. Operating income was $100.2 onilffor 1999, compared to $53.3 million in 1998,hntthe increase attributable to the
factors discussed above. The Company's operataogria margin, excluding the Acquisition Chargesutised above, was 33.4% for 1999,
compared to 26.0% for 1998.

Interest Expense. Interest expense decreased $dhnor 26.2%, to $7.2 million in 1999, from $million in 1998, with the decrease
attributable primarily to (i) scheduled principayments on the Company's long-term debt,

(i) optional prepayments on long-term debt madenu1999, and (iii) a decrease in interest ratsvben periods. The balance of the
Company's long- term debt as of December 31, 1#89,$81.0 million, compared to $128.3 million aPeicember 31, 1998, a decrease of
$47.3 million.

Interest Income. Interest income increased $0.Bomjlor 20.0%, to $3.0 million in 1999, from $21illion in 1998, with the increase
attributable primarily to an increase in operatingds available for investment.

Income Tax (Provision) Benefit. As of September B208, the Company had recorded a valuation alloeaf $48.5 million against certain

of its deferred tax assets due to the uncertalryit would realize the income tax benefit frorogl assets. During the fourth quarter of 1998,
the Company concluded that it was more likely thanthat it would realize the entire tax benefiririts deferred tax assets. As a result, the
Company eliminated the entire valuation allowaric®48.5 million as of December 31, 1998, which teslin the Company reflecting a net
income tax benefit of $39.6 million for 1998.
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For the year ended December 31, 1999, the Compamayded an income tax provision of $36.1 millionan effective income tax rate of
approximately 38%. As of December 31, 1999, managrrontinues to believe that sufficient taxableime will be generated to realize the
entire benefit of its deferred tax assets. The Gomis assumptions of future profitable operatiomssaipported by its strong operating
performances in 1999 and 1998, and the converdiarsignificant number of new customers onto itcpssing system during these periods.

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 Comgasystems, and internal customer growth expegigihy existing clients. During 1998,
the Company converted and processed approxima@imilion new customers on its systems, with agpnately 7.7 million of these new
customers coming from AT&T.

Revenues from software and professional servicgsased $4.4 million, or 11.0%, to $44.8 millionl®98, from $40.4 million in 1997. This
increase relates to the continued strong demattted€ompany's software products and related priofeslsservices.

Total domestic revenue per customer account fo8 1@ $8.71, compared to $7.73 for 1997, an ineref42.7%. Revenue per customer
increased due primarily to (i) the AT&T Contractiieh was executed in September 1997, (ii) increasede of ancillary services by clients,
and (iii) price increases included in client contsa

Cost of Processing and Related Services. Direcgsiging costs as a percentage of related reveraresA@.2% for 1998, compared to 44.3%
for 1997. The improvement between years relatesaiiy 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 incegle®0.7 million, or 17.5%, to $5.0 million in 1998ym $4.3 million in 1997. The increase in
expense is due to amortization of the value asdigm¢he AT&T Contract, offset by a decrease inahertization of certain intangible assets
from the CSG Acquisition becoming fully amortizezla November 30, 1997. Amortization related toAA&T Contract was $1.9 million i
1998, compared to $0.3 million in 1997.

Cost of Software and Professional Services. Theafaoftware and professional services as a ptagerof related revenues was 55.9% in
1998, compared to 41.7% in 1997. The increaseisnpircentage between years relates primarilyedithing of the sales cycle for new
products introduced in 1998.

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 dueaphno the increase in revenues while the amadimstmortization 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 controllirggcost of delivering such services.

Research and Development Expense. R&D expensasenieb4.9 million, or 21.7%, to $27.5 million in9BY from $22.6 million in 1997. As
a percentage of total revenues, R&D expense demtdasl1.6% in 1998, from 13.2% in 1997.
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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 capitalized third party, cortd@rogramming costs of
approximately $1.4 million during 1998, relatednparily to enhancements to existing products. Assalt, total R&D development
expenditures (i.e., the total R&D costs expenskd; fhe capitalized development costs) for 199898V, were $28.9 million, or 12.2% of
total revenues, and $31.0 million, or 18.0% of ltet@enues, respectively. The overall decreashdrR&D expenditures between periods is
due primarily to effective control of developmensts, primarily the reduction of third party, cattied programming services.

Selling and Marketing Expense. S&M expense incré&de6 million, or 15.8%, to $11.8 million in 1998om $10.2 million in 1997. As a
percentage of total revenues, S&M expense decrdasef% in 1998, from 5.9% in 1997. The overat@dase in S&M expenses as a
percentage of total revenues is due primarily toeéased revenues, while controlling S&M costs.

General and Administrative Expense. G&A expensesizmed $3.6 million, or 18.4%, to $23.0 millionli®98, from $19.4 million in 1997. /

a percentage of total revenues, G&A expense demldasd.7% in 1998, from 11.3% in 1997. The inceeasG&A expenses relates primarily
to the continued expansion of the Company's adimatiige staff and other administrative costs topurpthe Company's overall growth. The
decrease in G&A expenses as a percentage of ea@hues is due primarily to increased revenue endahtrolling 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 Cwlaetl 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 cost adimegs or the other components 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 $Hidnmor 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. The balance of the
Company's long-term debt as of December 31, 193884a8.3 million, compared to $135.0 million adDefcember 31, 1997, a decrease of
$6.7 million.

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

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 redhezeincome tax benefit from these assets. Dutiegdurth quarter of 1998, the Company
concluded that it was more likely than not thatduld realize the entire tax benefit from its dedelrtax assets. As a result, the Company
eliminated the entire valuation allowance of $48ilion as of December 31, 1998, which resultethiea Company reflecting a net income
benefit of $39.6 million for 1998.
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Financial Condition, Liquidity and Capital Resources

As of December 31, 1999, the Company's principaftees of liquidity included cash and cash equivalef $48.7 million and a revolving
credit facility with a bank in the amount of $40llioin, of which there were no borrowings outstangas of December 31, 1999. The
Company's ability to borrow under the revolvingditéacility is subject to maintenance of certadwels of eligible receivables. At December
31, 1999, all of the $40.0 million revolving creéitility was available to the Company. The revefycredit facility expires in September
2002. The Company's working capital as of DecerBfied 999 and 1998 was $32.1 million and $7.1 nmilliespectively.

As of December 31, 1999 and 1998, the Company Badb$nillion and $60.5 million, respectively, inti@lled trade accounts receivable, an
increase of $7.0 million, with the increase prirtyaai result of the Company's revenue growth. Them@any's trade accounts receivable
balance includes billings for several non-revertems, such as postage, communication lines, temetkentertainment 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 typicaysidales outstanding (DSO) calculation. DBO iswated based on the billing for the per
(including non-revenue items) divided by the averagt trade accounts receivable balance for thegpéfhe Company's DBO calculations
for the years ended December 31, 1999 and 19985%%caed 56 days, respectively.

The Company's net cash flows from operating adiwifor the years ended December 31, 1999, 1998 @@id were $102.1 million, $47.3
million and $31.4 million, respectively. The incseaof $54.7 million, or 115.7% in 1999 over 199&tes to a $37.8 million increase in net
cash flows from operations, in addition to an ims&in the net change in operating assets anttlegof $16.9 million. The increase of
$15.9 million, or 50.6%, in 1998 over 1997 relatean $18.0 million increase in net cash flows froperations, offset by a decrease in the
net change in operating assets and liabilities20f $nillion.

The Company's net cash flows used in investingiies totaled $36.7 million in 1999, compared ¥ $ million in 1998, an increase of $!
million. The increase between years relates prignéoiconversion incentive payments of $24.7 milligrincipally to AT&T) in 1999,
compared to $4.0 million in 1998. This increaseffset by (i) a cash payment of $6.0 million foe thcquisition of assets of USTATS in 1€
(i) software additions of $1.4 million in 1998, &fiii) a decrease in property and equipment pwebaf $3.7 million. The Company's net
cash flows used in investing activities totaled B&million in 1997. The decrease of $90.3 milllmetween 1998 and 1997 relates primarily
to the cash payments of $106.5 million for the SUNIMK assets acquired in September 1997 and aateend $8.7 million in capitalized
software development costs between years, wittetesreases offset by (i) proceeds of $8.6 miliiom the final disposition of Anasazi in
1997, (ii) a cash payment of $6.0 million for tregaisition of assets of USTATS in 1998, (iii) consien incentive payments of $4.0 million
made in 1998, and (iv) an increase in purchasegtgproperty and equipment of $6.3 million.

The Company's net cash flows used in financing/ities was $56.1 million in 1999, compared to $hillion in 1998, an increase of $55.0
million. The significant increase between yearated to (i) an increase in scheduled principal paymon long-term debt of $8.9 million, (ii)
optional long-term debt prepayments of $31.6 millinade in 1999, and (iii) repurchase of 655,500eshaf common stock for $20.2 million
in 1999, as discussed below. This increase istdffsan increase in proceeds received from thersseiof common stock of $5.4 million,
related primarily to the exercise of stock optibiysemployees. The Company's net cash flows usfidancing activities was $100.7 million

in 1997. The decrease of $101.8 million from 1997998 relates primarily to the net change in tben@any's long-term debt between years.
In 1997, the Company generated $150.0 million feomew debt agreement entered into primarily to fimdSUMMITrak asset acquisition,
and repaid long-term debt of $47.5 million, whickluded (i) $5.0 million of scheduled payments lo& previous debt agreement, (ii) $27.5
million of existing debt which was refinanced astmd the new debt agreement, and

(iii) an optional prepayment of $15.0 million orethew debt. The scheduled principal payments mad€98 were $6.8 million.
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Earnings before interest, taxes, depreciation amartization ("EBITDA") for 1999 was $124.6 millioor 38.7% of total revenues, compared
to $73.5 million or 31.0% of total revenues for 898BITDA is presented here as a measure of thep@ayis debt service ability and is not
intended to represent 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,
1999, the spread on the LIBOR rate and prime rate @W50% and 0%, respectively. See Note 6 to tims@idated Financial Statements for
additional discussion of the Term Credit Facility.

The Company was required to make certain monetamyearsion payments under the AT&T Contract. AT&Tpassed the milestone of 13
million customers processed on the Company's systliring the third quarter of 1999. Upon reachhig significant milestone, AT&T was
paid its final monetary conversion incentive by @@mpany. The total monetary conversion incentpaad during 1999 to AT&T were $22.0
million.

Effective August 4, 1999, the Company's Board akBtiors approved a stock repurchase plan whictoeatd the Company at its discretion
to purchase up to a total of 5.0 million shareg€Common Stock from time to time as market ansiress conditions warrant. As of
December 31, 1999, the Company had repurchase8@55hares of Common Stock for $20.2 million (agh&d average price of $30.88
share). The repurchased shares are held as tresksrss.

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 2000, and its effectiwok income tax rate for 2000 is expected togmeaximately 38%.

The Company continues to make significant investsiamcapital equipment, facilities, research aadalopment, and at its discretion, may
continue to make stock repurchases. The Companydadynificant capital commitments as of Decen8ier1999. The Company believes
that cash generated from operations, togetherthvitlturrent cash and cash equivalents and the dragaitable under the revolving credit
facility, will be sufficient to meet its anticipatecash requirements for operations, income tayedst, gervice, capital expenditures, and stock
repurchases for both its short- and long-term pgsepoThe Company also believes it has significansed borrowing capacity and could
obtain additional cash resources by amending itenticredit facility and/or establishing a newditéacility.

Market Risk

The Company is exposed to various market riskgidtieg changes in interest rates and foreign cegrexchange rates. Market risk is the
potential loss arising from adverse changes in etadtes and prices. The Company has enteredrintiterest rate collar agreement to
manage its interest rate risk from the variable faatures of its long-term debt. The Company datsitilize any derivative financial
instruments for purposes of managing its foreigmency exchange rate risk. The Company does net értb derivatives or other financial
instruments for trading or speculative purposes.

Interest Rate Risk. The Company had long-term (lebluding current maturities) of $81.0 million asDecember 31, 1999. Interest rates for
the debt are chosen at the option of the Compadyaenbased on the LIBOR rate or the prime rates gh additional percentage spread, with
the spread dependent upon the Company's leverageAs of December 31, 1999, the spread on theORBate and prime rate was 0.50%
and 0%, respectively. As of December 31, 1999¢titge amount of the debt was under either a ttoesix-month LIBOR contract, with an
overall weighted average interest rate of 6.55%, (LIBOR at 6.05% plus spread of 0.50%). The ¢agyamount of the Company's lotgrm
debt approximates fair value due to its
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variable interest rate features. See Note 6 t€thesolidated Financial Statements for additionatdption of the long-term debt and
scheduled principal 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 kbexgn debt. The underlying notional amount covergdhe collar agreement is $60.6 million
as of December 31, 1999, and decreases over #year term in relation to the scheduled pringiy@aiments 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, 1999, and the agreement had no efigtie Company's interest expense for 1999, 1998%r. The fair value of the collar
agreement is not recognized in the Company's fiahetatements. The fair value of the collar agreenat December 31, 1999, based on a
guoted market price, was not significant.

Foreign Exchange Rate Risk. The Company's foreigrency transactions relate almost entirely todperations 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 derivdinancial instruments for purposes of managindatsign currency exchange rate risk.
Exposure to variability in currency exchange rasamitigated by the fact that purchases and satesypically in the same currency with
similar maturity dates and amounts. A hypothetizhlerse change of 10% in year-end exchange ratelsl wot have a material effect upon
the Company's financial condition or results ofrapiens.

AT&T Contract and Merger

AT&T completed its merger with TCI in March 1999dahas consolidated the TCI operations into AT&T &tband. During the years ended
December 31, 1999, 1998 and 1997, revenues fromTAdi&d affiliated companies generated under the ATS®htract represented
approximately 50.5%, 37.4%, and 32.9% of total nenss, respectively. The AT&T Contract has a 15-yean and expires in 2012. The
AT&T Contract has minimum financial commitments ottee term of the contract and includes exclusigkts to provide customer care and
billing products and services for AT&T's offeringbwireline video, all Internet/high-speed dataviees, residential wireline telephony
services, and print and mail services. The AT&T aat provides certain performance criteria anéothbligations to be met by the
Company. The Company is required to perform cer@inedial efforts and is subject to certain peeslii it fails to meet the performance
criteria or other obligations. The Company is agbject to an annual technical audit to determihether the Company's products and
services include innovations in features and fumstithat have become standard in the wireline viidewastry. To date, the Company believes
it has complied with the terms of the contract.c8iexecution of the AT&T Contract in September 1883dugh December 31, 1999, the
Company has successfully converted approximatepillion AT&T cable television customers onto itgssem.

AT&T began its efforts to provide convergent comiications services in several United States citietnd 1999 and expects to continue
these efforts in 2000. The Company is working dipsath AT&T to provide customer care and billingrsices to customers in those cities.

The Company expects to continue performing sucakgsider the AT&T Contract, and is hopeful thiatan continue to sell products and
services to the combined entity that are in exoéd#ise minimum financial commitments and exclusiigits included in the contract.

See Note 4 to the Consolidated Financial Statenfentiiscussion regarding the Company's CommonkStéarrants held by AT&T.
Year 2000

Results of Computer Systems Rollover Into Year 200@ Company's year 2000 ("Y2K") program was dbsdrin the Company's most
recent Form 10-Q dated November 15, 1999. Thisrpragvas substantially

23



completed prior to January 1, 2000, and includgdrdus compliance criteria and testing of the Camyfsavarious computer systems that
could be affected by Y2K. As of the date of thisfj, the Company has not experienced any sigmifidésruptions in its operations as a re

of its computer systems rollover to, and processingates within, the year 2000. This included@wnpany's information technology ("IT")
systems (including products and services), nonybtesns with embedded technology, and software anditare from significant vendors.
Any Y2K-related disruptions within the Company'stgms occurred primarily during the first week afdary 2000, and consisted of minor
items only (e.g., screen and/or report displayispfavhich were timely resolved without significacost to or effort by the Company, and had
minimal impact to the Company's or its clients'rapiens. Although the Company has not experienogdsagnificant disruptions to date,
there is no assurance that the Company will noeegpce any future Y2K- related disruptions.

Costs to Address the Company's Year 2000 Issuese 8iception of its program in 1995 through Decengi, 1999, the Company has
incurred and expensed costs of approximately $4llbmrelated to its Y2K compliance efforts, witpproximately $1.4 million of this
amount incurred in 1999. The total estimated ctustse incurred in the future related to this madter not expected to be significant.
However, there can be no assurance that theseatssimill be achieved and actual results coulcediffiaterially from those anticipated.

Continuing Y2K Compliance Efforts and RemainingkisThe Company believes that the year 2000 datbsthe most significant risk of
disruptions (January 1, 2000 and February 29, 2b80¢ passed without significant disruptions toGloenpany and/or its clients. The
Company believes if any Y2k disruptions are expexéel in the future, such disruptions would be singilar nature as those items already
reported to the Company's Product Support CenR3C"), and therefore, could be timely and adequéadehtified and resolved using
existing problem reporting, remediation and recgy®pcedures. The Company continues to maintaiviat§ corporate program as a means
to monitor continued Y2K compliance and whether eeported events to the PSC resulted from Y2K-eelagsues.

Although the Company believes the risk of any digant Y2K-related disruptions in the future is Ipthere can be no assurances that (i) the
Company's systems and products (including soft@atehardware from significant vendors) containtal necessary date code changes to
avoid any significant disruptions related to praieg of dates into and beyond the Year 2000, pif @uch disruptions are experienced, that
the Company can timely identify and resolve anyugisons without significant impact to the Comparghd/or its clients' operations.
Furthermore, it has been widely reported that aiiggnt amount of litigation surrounding businésterruptions may arise out of Y2K issues.
Although the Company is currently not aware of angh litigation that might affect the Company, timprecedented nature of potential
litigation regarding Y2K compliance issues makasitertain whether, or to what extent, the Compaay be affected by such litigation in
the future.

Certain Factors That May Affect Future Results pe@tions. Except for statements of existing aiohisal facts, the foregoing discussion of
Y2K consists of forward-looking statements and agstions relating to forward- looking statementgjuding without limitation the
statements relating to future costs, the timettdsleompletion of Y2K compliance efforts, potentbblems relating to Y2K, the Company's
state of readiness, third party representatiorss tflaen Company's plans and objectives for addres&igproblems. Certain factors could
cause actual results to differ materially from @@mpany's expectations, including without limitati@) the failure of vendors and service
providers to timely achieve Y2K compliance, (iijsym incompatibilities with third parties resultirgm software conversions,

(iif) the Company's systems and products not coitgiall necessary date code changes, (iv) ther&adf existing or future clients to achieve
Y2K compliance, (v) potential litigation arising toaf Y2K issues, the risk of which may be greatarihformation technology based service
providers such as the Company, (vi) the failurethefCompany's validation and testing phase to tlefgarational problems internal to the
Company, in the Company's products or servicen tira Company's interface with service provideendors or clients, whether such failure
results from the technical inadequacy of the Corgijsavalidation and testing efforts, the technolagiiofeasibility of testing certain non-IT
systems, the perceived cost-benefit constraintsigeonducting all available testing, or the unikamlity of third parties to participate in
testing, or (vii) the failure to timely implementantingency plan to the extent Y2K compliancedsachieved.
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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, 1999 and 1998, and the relatesblidated statements of operations, stockholdgrsty and cash flows for each of the
three years in the period ended December 31, T88%e 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 audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabcut whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgghe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable 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 Decendie1999 and 1998, and the results of their ofmrstand their cash flows for each of the
three years in the period ended December 31, 182@nformity with accounting principles generadlgcepted in the United States.

Arthur Andersen llp

Omaha, Nebraska
January 17, 2000
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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...........ccccccee......
Accounts receivable--
Trade--
Billed, net of allowance of $2,975 and $2,051....
unbilled........ccoooiiiiiiie

Deferred income taxes..
Other current assets...........cccccvvvvveveenens

Total current assets.........ccccceeveiveerennns

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

Other assets........ccccovevvveeiiiniei e,

Total asSetS.......ccoeeeeeeeieeiiiciiiiiiinnns

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current maturities of long-term debt
Customer depositsS.........ccoveeerruennn.
Trade accounts payable............ccccceeenunee.
Accrued employee compensation.....................
Deferred revenue..........cccccovcveereennnnnn.
Conversion incentive payments.....................
Accrued INCOME taxes........coccuveeeerriuveeeenns
Other current liabilities............cccccceoeee

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

Non-current liabilities:
Long-term debt, net of current maturities.........
Deferred revenue........ccoceeveeeeeeeeeeieienn,

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

Commitments and contingencies (Note 9)

Stockholders' equity:

Preferred stock, par value $.01 per share; 10,000,
shares authorized; zero shares issued and outstan
Common stock, par value $.01 per share; 100,000,00
authorized; 13,591,947 and 11,421,416 shares rese
common stock warrants, employee stock purchase pl
stock incentive plans; 51,638,629 and 51,465,646
outstanding...........ccovcveeieiniiieeeeniins

Common stock warrants; 3,000,000 warrants issued a
outstanding...........eeeeeevereeeeeneniniiinnns

Additional paid-in capital........................

Deferred employee compensation
Notes receivable from employee stockholders.......
Other comprehensive income-cumulative translation
adjustments..........cooeceeiiiiiiiieeneeeen

Treasury stock, at cost, 722,486 shares and 66,000
Accumulated defiCit...........ccoceeiiiiinnenne

Total stockholders' equity...............cc......

Total liabilities and stockholders' equity........
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December 31,

........ $ 48,676 $ 39,593

........ 67,477 60,529

........ 8,311 2,828
........ 909 1,179
. 1,972 1,803
........ 2,850 2,275

26,507 24,711
6,145 9,422
. 2,652 7,596
........ 55,343 59,791
........ 52,845 59,389
........ 1,281 2,380

........ $21,711 $19,125
. 10,549 10,018
........ 9,450 10,471
16,386 12,276

. 16,746 13,470
........ - 22,032
........ 11,710 6,756
........ 11,551 7,009

59,289 109,125
714 216

000

ding.... -- --

0 shares

rved for

an and

shares

........ 523 515

26,145 26,145
136,373 120,599
(48) (328)
(115) (478)

........ (120) 38
shares. (20,374) (97)
........ (25,522) (85,396)

The accompanying notes are an integral part oktheasolidated financial statements.



CSG SYSTEMS INTERNATIONAL, INC.

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

Revenues:
Processing and related services............... $2
Software and professional services............

Total revenues.........ccceeveveeecinvnnnns 3

Expenses:

Cost of processing and related services:
Direct COStS......ocoumverenriiiieeiiiieennn
Amortization of acquired software.............
Amortization of client contracts and related
intangibles..........ccccoviiiiiniinen

Total cost of processing and related
SEIVICES....vviieiiiireee et
Cost of software and professional services....

Total cost of revenues............cc.ooo.... 1

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

Research and development:

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

Charge for purchased research and development.

Impairment of capitalized software development

Selling and marketing............cccceeeenee
General and administrative:

General and administrative....................
Amortization of noncompete agreements and
go0dWill...coiiiiiiiiii e

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

Total operating expenses.....................
Operating income (10SS).........cccvvvvveeens 1
Other income (expense):

Interest eXpense........cccceevveveeeeeeennnns
Interestincome.........cccocvveeeencnennn.

Total other.........ccccveiviiiiiiinnn.

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

operationsS........cccceeveeeeeennnn.
Income tax (provision) benefit................ (

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

Income (loss) from continuing operations.......
Gain from disposition of discontinued
OPerationsS.......cccceeeeeeeeeciiiiiiinnns

Net income (I0SS)......c.ceovveeiieriiiinne $
Basic net income (loss) per common share:
Income (loss) before extraordinary item and
discontinued operations...................... $
Extraordinary loss from early extinguishment

Gain from disposition of discontinued
OPErations.........ccoecueveeeeiiieeeananes

Net income (loss) attributable to common

Year Ended December 31,

55,167 $191,802 $ 131,399
66,995 44,838 40,405

88,475 77,155 58,259
- - 10,596

7,231 5,043 4,293

95,706 82,198 73,148
36,415 25,048 16,834

32,121 107,246 89,982

90,041 129,394 81,822

34,388 27,485 22,586
~ - 105484

- - 11,737
14,361 11,810 10,198

25,781 22,959 19,385

4,889 5,381 6,927
- -- 4,707
280 297 449
10,190 8,159 6,884

(7,214) (9,771) (5,324)
2,981 2,484 1,294
10  (21) 349

95,929 45,995 (110,216)
36,055) 39,643 -

59,874 $ 85,638 $(102,871)

116 $ 167 $ (2.16)

-~ (01)



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
operations

116 $ 167 $ (2.02)

51,675 51,198 50,994

110 $ 162 $ (2.16)

(:01)

110 $ 162 $ (2.02)

54,660 52,991 50,994

The accompanying notes are an integral part oktheasolidated financial statements.
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COMMON

COMMON ADDIT
STOCK COMMON STOCK PAID
OUTSTANDING STOCK WARRANTS CAPI

BALANCE,
December 31,
50,978
Comprehensive

loss:

Net loss........ - - -
Foreign currency

translation

adjustments.... - - -
Comprehensive

loss........... - - -
Issuance of

common stock

for purchase of

Issuance of

common stock

warrants,

granted as part

of the

SUMMITrak asset
acquisition.... -- --
Amortization of

deferred stock-

based employee
compensation
expense........ - - --
Repurchase of
common stock...
Exercise of
stock options
for common

26,145

(209)

Purchase of
common stock
pursuant to
employee stock
purchase plan..
Tax benefit of
stock options
exercised...... - - -
BALANCE,
December 31,

39 - -

50,960
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

Payments on

notes

receivable from

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

32 - -

66) - -

$510 $ --

510 26,145 112

$111

CSG SYSTEMS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 199
(IN THOUSANDS)

NOTES
RECEIVABLE
IONAL DEFERRED FROM CUMULATIVE

-IN EMPLOYEE EMPLOYEE TRANSLATION TREASUR

112 $(1,207) $(861) $573 $ -

7B - - - -

- 449 - - -

(342) 122

016 - - - -

439 - - - -

315 - - - -

615 (636)

12 1 ©

957 - - - -

61 - -

TOTAL

STOCKHOLDERS'
Y ACCUMULATED EQUITY

TAL COMPENSATION STOCKHOLDERS ADJUSTMENTS STOCK DEFICIT

$(68,163)

(DEFICIT)

$ 41,964

(102,871) -

(171,034)

85,638

(103,445)

75

26,145

449

(46)

1,018

439

(33,086)

4,962

61



BALANCE,
December 31,

1998........... 51,466 515 26,145

Comprehensive

income:

Net income...... - --
Foreign currency
translation

adjustments.... - -

Comprehensive

Amortization of

deferred stock-

based employee
compensation
expense........ - -
Repurchase of

common stock...  (656)
Common stock

swap for option
exercise....... -- --
Exercise of

stock options

for common

Payments on

notes

receivable from
stockholders... - --
Purchase of

common stock

pursuant to

employee stock
purchase plan.. 34
Tax benefit of

stock options
exercised...... - -

BALANCE,
December 31,

1999........... 51,639 $523 $26,145 $136

120

599 (328)
~ 280
35 -
000 -
926 -
813 -
373 $ (48)

(478) 38 (9

363 - -

$(115) $(120) $(20,37

The accompanying notes are an integral part oktheasolidated financial statements.
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7) (85,396) 60,998

59,874 -

- 280

7)) - (20,277)

- 35
- 10,008

- 363

4) $(25,522) $116,862




CSG SYSTEMS INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:

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

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.... 1
Cash flows from investing activities:
Purchases of property and equipment, net....... (
Acquisition of assets.........cccceevcveeenne
Additions to software.............ccceeenne
Proceeds from disposition of discontinued
OPerationS.......ccccceeeeeeeieesiicieienens
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
stockholders.........cccooevveeenncinnennn.
Repurchase of common stock...
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 during the period for--
INtErest.....cooiiieiiieiiee e $
INCOME taXES...cvveereirerienie e $

Year Ended December 31,

59,874 $ 85,638 $(102,871)

10,190 8,159 6,384
15,026 12,684 23,035
6,373 (52,880) (6,206)
—~ -~ 105,484

- - 11737
—- - 4707
280 297 449

- - 577
-~ (7,922

12,255) (16,320) (9,511)
(633) (75) 11
23196 9,811 5038

12,003) (15,706) (9,389)
-~ (5,974) (106,500)
-~ (1,410) (10,185)

- -~ 8654
24,692) (3,968) -

10,934 5,584 1,457

454 64 -
20,242) (2)  (46)

— - 150,000
47,250) (6,750) (47,500)
- -~ (3181)

9,083 19,176 14,283
39,593 20,417 6,134

48,676 $ 39,593 $ 20,417

6,386 $ 8,151 $ 4,767
19,905 $ 7,259 $ 3,357

Supplemental disclosure of non-cash investing arah€ing activities:
During 1998, the Company assumed liabilities oB3$illion as part of the purchase price for the WSS 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.

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.

Based in Denver, Colorado, the Company providetomesr care and billing solutions worldwide for t@nverging communications marke
including cable television, direct broadcast sdégltelephony, on-line services and others. The@any offers its clients a full range of
processing services, software and support sertheggutomate customer management functions, imguallling, sales support and order
processing, invoice calculation and production, aggment reporting and customer analysis for tangeketing.

On March 5, 1999, the Company completed a two-far-stock split, effected as a stock dividend, fareholders of record on February 8,
1999. Share and per share data for all periodepted herein have been adjusted to give effettasplit.

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

2. Summary of Significant Accounting Policies

Principles of Consolidation. The accompanying ctidated financial statements include the accouftes@Company and its subsidiaries. All
material intercompany accounts and transactions haen eliminated.

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

Revenue Recognition. The Company classifies itemaes into two main categories: processing antecekervices, and software and
professional services. Processing and relatedcgsrvevenues consist primarily of monthly proceséées generated from the Company's
core service bureau customer care and billing egiidin called Communication Control System ("CC&td services ancillary to CCS.
Software and professional services revenues camasarily of software license and maintenance faes professional services related to
delivery of such products, such as installation @aithing services.

Processing and related services are recognizdtagtvices are performed. Processing fees armatiypbilled monthly based on the number
of client's customers serviced, ancillary servigestypically billed on a per transaction basisl eertain customized print and mail services
are billed on a usage basis.

The Company follows the guidelines of StatemerRasdition ("SOP") 97-2, "Software Revenue Recognftias amended, in accounting for
its software transactions. For sales transactidriswhave multiple elements, such as software andces, the Company allocates the
contract value to the respective elements basddednrelative fair values. Arrangements for softavicense fees consist of both one-time
perpetual licenses and term licenses. Perpetuaide&fees are typically recognized upon delivegpedding upon the
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nature and extent of the installation and/or cugtation services, if any, to be provided by the @amy. Term license fees and maintenance
fees are recognized ratably over the contract tBnaofessional services are recognized as the dedatievices are performed.

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

Postage and Communications Lines. The Company péss®igh to its clients the cost of postage apdcctist of communication lines
between client sites and the mainframe data prowgscility. Such reimbursements of costs areatk#tgainst the expense and are not
included in total revenues. The Company requiresgae and communications lines deposits from igstd based on contractual
arrangements. These amounts are reflected as tliatglities regardless of the contract period.

Realizability of Long-Lived and Intangible Asseféie Company continually evaluates whether everdscaoumstances 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 evalteteecoverability of its long-lived and intangilassets by measuring the carrying
amount of the assets against the estimated unditabfuture cash flows associated with them. Attilme such evaluations indicate that the
future undiscounted cash flows of certain longdivnd intangibles assets are not sufficient toweicthe carrying value of such assets, the
assets are adjusted to their estimated fair values.

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

Property and Equipment. Property and equipmentesn@rded at cost and are depreciated over théinatstd useful lives ranging from two to
ten years. Depreciation is computed using thegitdine method for financial reporting purposegpiteciation expense for all property and
equipment is reflected separately in the aggregiadels not included in the cost of revenues oiother components of operating expenses.

Depreciation for income tax purposes is computéagusccelerated methods.

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

1999 1998
Computer equipment.......cocvevcveevceeiceeeee $29,212 $24,515
Leasehold improvements........ccccccovcvveeenneeee Ll 3,515 3,676
Operating equipment.....ccccoeveeeeveviivciceee 19,529 14,445
Furniture and equipment.......ccccccceveveeevenes L 5,162 4,639
Construction in proCesS......ccooveevvcvveeeeneee 931 1,179
Other..eeii e 22 22

58,371 48,476
Less--accumulated depreciation..........ccccoeeeeee. L (31,864) (23,765)

Property and equipment, nét.........cocceeeeeeee. L $ 26,507 $24,711

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

1999 1998
Acquired software.......cccccoveeeveeevvnenee. L $ 40,849 $ 40,849
Internally developed software........cccccceeeeeee. L 2,547 3,964
43,396 44,813
Less--accumulated amortization.............ccceeee. . L (37,251) (35,391)
Software, Net....ccoevvveeiiiiieiieeeeee $ 6,145 $ 9,422
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Acquired software resulted from acquisitions anstéded at cost. Amortization expense related qoiaed software for the years ended
December 31, 1999, 1998, and 1997 was $1.5 milor6 million, and $10.6 million, respectively.

The Company's research and development ("R&D"y&sffonsist of development of new products andisesvas well as enhancements to
existing products and services. The Company céeatertain software development costs when thdtieg products reach technological
feasibility and begins amortization of such cogisruthe general availability of the products feehsing. The Company did not capitalize
costs in 1999, and capitalized costs of $1.4 nmildad $9.7 million for the years ended Decembenl928, and 1997, respectively.

Amortization of internally developed software amdjaired software costs begins when the productaxaiable for general release to clients
and is computed separately for each product agréager of (i) the ratio of current gross revenureaf product to the total of current and
anticipated gross revenue for the product, otlfg)straight-line method over the remaining estadaconomic life of the product. Estimated
lives of two to five years are used in the caldatabf amortization. Amortization expense relatedapitalized software development costs
for the years ended December 31, 1999, 1998, a9d W8s $0.4 million, $0.7 million, and $0.6 milliorespectively.

The Company continually evaluates the carrying eaifiits unamortized capitalized software develophtests. The amount by which the
unamortized capitalized costs exceed the net ed@iézvalue 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 outsourcezkpsing services and previously announced delaytseotielivery of CSG Phoenix, such
assets were reduced to their estimated net reldizahie as of December 31, 1997. The charge pityriacluded 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

1999 1998
Noncompete agreements.......cccccoceeveeeeeceee $ 25,340 $ 25,340
GOOAWIll.c.viviiiiiccci e 7,039 7,134
32,379 32,474
Less--accumulated amortization..........ccccoeeeeee. L (29,727) (24,878)
Noncompete agreements and goodwill, net.......... ... $ 2,652 $ 7,596

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 resulfesm acquisitions and is being amortized over segeeten 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 inthesresources necessary to make the software29@8rcompliant, resulting in the
impairment to the CableMAX intangible assets. Tsngated fair value of the CableMAX intangible asseas 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 were amortized
over their estimated lives of five and three yesrspectively. The value
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assigned to all other client contracts is being rizex over the lives of the respective contra&tsof December 31, 1999 and 1998,
accumulated amortization for client contracts agldted intangibles was $24.8 million and $17.7iomll respectively.

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. The activity in the
Company's allowance for uncollectible accountsivedse for the years ended December 31 is as fallfmthousands);

1999 1998 1997

Balance, beginning of period....................... $2,051 $1,394 $ 819
AddItions........cccociiiiiieee 2,021 1,724 875

Reductions...........ccccveiiiiiiiiiiiiecee (1,097) (1,067) (300)
Balance, end of period............ccccccevveneen. $2,975 $2,051 $1,394

Financial Instruments. The Company's balance dhreetcial instruments as of December 31, 1999 &@88include cash and cash

equivalents, accounts receivable, accounts payeteersion incentive payments, and long-term débtause of their short maturities, the
carrying amounts of cash equivalents, accountsva&gie, accounts payable, and conversion incemiyanents approximate their fair value.
The carrying amount of the Company's long-term dieistuding current maturities) approximates fatue due to its variable interest rates.

In December 1997, the Company entered into a tyeaeinterest rate collar with a major bank to nugnigs risk from its variable rate long-
term debt. The underlying notional amount covengthle collar agreement was $60.6 million as of Delwer 31, 1999, and decreases ove
three-year term in relation to the scheduled ppalcpayments on the long-term debt. Any paymerthert.9% (LIBOR) interest rate floor, or
receipt on the 7.5% (LIBOR) interest rate cap congu of the collar, would be recognized as an adljest to interest expense in the period
incurred. There are no amounts due or receivalderuhis agreement as of December 31, 1999, anagifeement had no effect on the
Company's interest expense for 1999, 1998, or 1D8¢ fair value of the collar agreement is not ggiped in the Company's financial
statements. The fair value of the collar agreeraeBecember 31, 1999, based on a quoted market, pracs not significant.

Translation of Foreign Currency. The Company'sifpresubsidiaries use as their functional curremeyltcal currency of the countries in
which they operate. Their assets and liabilitiesteanslated into U.S. dollars at the exchangesiateffect at the balance sheet date. Reve
and expenses are translated at the average rat&stange prevailing during the period. Translatjaims and losses are included in total
comprehensive income in the Company's Consolidatattments of Stockholders' Equity. Transactiongjand losses related to
intercompany accounts are not material and aredecl in the determination of net income or loss.

Earnings Per Common Share. The Company followe®iant of Financial Accounting Standards ("SFAS") Me8 in calculating earnings
per share ("EPS"). Basic EPS is computed by digidicome attributable to common stockholders bywibaghted average number of
common shares outstanding during the period. BII&ERS is consistent with the calculation of bas¥SEvhile giving effect to any dilutive
potential common shares outstanding during theodeBasic and diluted EPS are presented on theofate Company's Consolidated
Statements of Operations. No reconciliation of RS numerator is necessary as the basic and ditetddcome available to common
stockholders is the same for all periods presefited.reconciliation of the EPS denominator is dleics (in thousands):
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Year Ended December 31

Basic weighted average common shares............... .. 51,675 51,198 50,994
Dilutive shares from common stock warrants......... .. 838 -

Dilutive shares from common stock options.......... .. 2,147 1,793 -
Weighted average diluted common shares............. .. 54,660 52,991 50,994

Common Stock options of 4.2 million shares werdwged from the computation of diluted EPS for 1®@¢ause their inclusion would have
had an antidilutive effect on EPS as a result ef@mpany's loss from continuing operations foryiar. Common Stock options of 0.6
million shares and 1.7 million shares for 1999 4868, respectively, were excluded from the compuratf diluted EPS because the exer
prices of these options were greater than the geararket price of the common shares for the reseeoeriods.

The diluted potential common shares related toméweants were excluded from the computation oftdduEPS for all quarters the warrants
were not considered exercisable. As of Decembet 349, all of the 3.0 million warrants were consatkexercisable (Note 4).

Stock-Based Compensation. The Company accounits fstock-based compensation plans under Accoumtingiples 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” @SH.23"). 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 comprehemmstome are reflected in the Company's Consoliti&tatements of Stockholders'
Equity.

Reclassification. Certain December 31, 1998 and H38ounts have been reclassified to conform t®#eember 31, 1999 presentation.
3. Segment Reporting

During 1998, the Company adopted SFAS No. 131 clbsures About Segments of an Enterprise and Relatermation” ("SFAS 131").
SFAS 131 requires disclosures of selected infomnadbout operating segments and related disclosbi@# products and services,
geographic areas, and major customers. SFAS 138dresgperating segments to be determined bas#ttamay management organizes a
company for purposes of making operating decisanbassessing performance. Based on the guidelir&SAS 131, the Company has
determined it has only one reportable segmentoouest care and billing solutions for the worldwidBeerging communications markets.

Products and Services. The Company provides custoane and billing solutions worldwide for the cenging communications markets,
including cable television, direct broadcast siégltelephony, on-line services and others. Them@any generates a significant portion of its
revenues from its core service bureau processiogust, CCS. The Company sells its software prodaetsprofessional services principally
to its existing client base of processing custon(§) enhance the core functionality of its seevbureau processing application, (ii) increase
the efficiency and productivity of the clients' opiéons, and (iii) allow clients to effectively fout new products and services to new and
existing markets, such as residential telephonght8peed Data/ISP and IP markets.

The Company derived approximately 78.3%, 78.0%, @n@% of its total revenues in the years endeceBrder 31, 1999, 1998 and 1997,
respectively, from CCS and related products andlancservices. The Company generated 75.8%, 77at¥% 73.1% of its total revenues
from the U.S. cable television industry, and
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15.5%, 13.0%, and 10.5% of its total revenues frloenU.S. and Canadian direct broadcast satelD8$") industry during the years ended
December 31, 1999, 1998 and 1997, respectively.

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,

1999 1998 1997

Total Revenue:

United States..........ccoccevvieicieennnn. $308,266 $221,778 $155,243
United Kingdom...........cccceoniieiinennn. 9,569 11,740 15,756
Other......cooiiiiiie 4,327 3,122 805

$322,162 $236,640 $171,804

As of December 31,

Long-Lived Assets (excludes intangible assets):
United States.........cccooveenveeriieeininens $25,903 $23,398 $15,780
United Kingdom...........cccceeiiiiieeennnnn. 604 1,313 1,377

$26,507 $24,711 $17,157

Significant Clients. During the years ended Decenie 1999, 1998, and 1997, revenues from AT&T eéspnted approximately 50.5%,
37.4%, and 32.9% of total revenues, and revenoes Time Warner Cable and its affiliated companigage Warner") represented
approximately 10.2%, 14.1%, and 20.1% of total nensss, respectively. See Note 4 for discussion@fibmpany's contract with AT&T. The
Company has separate processing agreements witiplealffiliates of Time Warner and provides protuand services to them under
separately negotiated and executed contracts.

4. Acquisitions

USTATS Asset Acquisition. On July 30, 1998, the @amy acquired substantially all of the assets offdlecom 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, specgiizepen systems, client/server customer cardodiint systems serving the
telecommunications markets. The Company used tipgir@cl technology and software primarily to enhaiteeurrent service- bureau
telephony customer care and billing system. Thé gastion of the purchase price was paid out opomate funds. The total purchase price of
$7.3 million has been allocated to the technolagy software acquired and is being amortized ogesxpected useful life of five years.

SUMMITrak Asset Acquisition. In September 1997, @@mpany purchased certain SUMMITrak software tetdgy assets (the
"SUMMITrak Acquisition") that were in developmembm Tele-Communications, Inc. ("TCI") and enteretbia 15-year exclusive contract
with a TCI affiliate to consolidate 13.0 million T€Customers onto the Company's customer care dlimgtsystem. In March 1999, AT&T
completed its merger with TCIl and has consolidétedT Cl operations into AT&T Broadband ("AT&T"). €Company continues to service
AT&T under the terms of the 15-year processing @mntt(the "AT&T Contract").
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The purchase price for the SUMMITrak Acquisitionsadetermined as follows (in thousands):

Cash paid at closing.......cccoceevvvvevvveeeees e, $106,000
Transaction-related COStS........coccvvveeevceeees e 500
Conversion incentive paymentsS......ccccocceeeeeeee s 26,000
Common Stock warrants granted..........ccccceeeeeee. s 26,145
Total purchase price......cccoceevvceevceeeeee e, $158,645

The purchase price included certain conversionntice payments, with the amounts and the timinthefpayments based principally upon
the number of AT&T customers converted to and pseed on the Company's customer care and billingsysAT&T surpassed the final
milestone of 13 million customers processed orbmpany's systems during the third quarter of 188fn reaching this significant
milestone, AT&T was paid its final monetary conversincentive by the Company. The total monetamversion incentives paid during
1999 and 1998 to AT&T were $22.0 million and $4.illion, respectively. The amounts paid were refecin the Company's Consolidated
Balance Sheets as "conversion incentive payments".

The Company also granted 3.0 million Common Stoakrants to AT&T as part of the overall purchaseriThe warrants have a five-year
life with a $12 per share exercise price. Thevalue of the warrants included in the purchaseeprias estimated as of the date of the grant
using the Black- Scholes pricing model.

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

Purchased research and development..........c....... L $105,000

ATE&T CONraCl..cccevcciiiciiiiiieeeeeeeeeee i, 51,575

Other @assets......cccccevvviieiiiiiiiieeeicees s 2,070
Total allocated purchase price......ccccccceeeee. s $158,645

Purchased research and development represents R&dhtware technologies which had not reached telciyical feasibility as of the
acquisition date, and had no other alternativeréutise. Purchased research and development wagedharoperations in 1997. The
Company continued the R&D of certain software tetbgies acquired from AT&T. Such efforts includéd tcompletion of the R&D projec
and the integration of the completed software tetdgies into certain of its current products. Takated products from these development
efforts were available for general release in 1999.

The value assigned to the AT&T Contract is beingdizred over the life of the contract in proportimnthe financial minimums included in
the contract. The amortization expense for the AT@antract was $3.3 million, $1.9 million, and $@ndlion for the years ended December
31, 1999, 1998 and 1997, respectively. The othegtasre being depreciated over their estimatddluses of three years.

5. Stock Repurchase Program

On August 4, 1999, the Company's Board of Direcamsroved a stock repurchase plan which authotlEe@€ompany to purchase up to a
total of 5.0 million shares of its Common Stocknfreime to time as market and business conditiorrsana This program represents
approximately 10% of the Company's outstandingeshdburing 1999, the Company repurchased a to&b5f500 shares for approximately
$20.2 million (a weighted average price of $30.88 ghare). The repurchased shares are held asrireshsres.

6. Debt

In conjunction with the SUMMITrak Acquisition, tt@ompany entered into a $190.0 million debt agreemvih a bank in September 1997
(the "1997 Debt"), which consists of a $150.0 railliterm facility
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(the "Term Credit Facility") and a $40.0 milliormaving credit facility. The proceeds from the Te@redit Facility were used to pay the
$106.0 million cash purchase price for the SUMMK essets, retire the Company's previous bank dek2@5 million, and pay transaction
costs of $3.4 million. The remaining proceeds wesed for general corporate purposes. In conjunetitimthis refinancing, the Company
recorded an extraordinary loss of $0.6 milliontfoe write-off of deferred financing costs. The Camnyp did not recognize any income tax
benefit related to the extraordinary loss. In addito the scheduled quarterly principal paymettits,Company also made optional principal
payments on the Term Credit Facility of $31.6 railliand $15.0 million in 1999 and 1997, respectively

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 additionaktpatage spread, with the spread dependent updbaimpany's leverage ratio. As of
December 31, 1999, the spread on the LIBOR ratgantk rate was 0.50% and 0%, respectively. The @@y 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 Compaag%ets and the stock of its subsidiaries.

The 1997 Debt agreement requires maintenance wicdinancial ratios and contains other restrietiwvenants, including restrictions on
payment of dividends, a fixed charge coverage ratleverage ratio, and restrictions on capitakexjitures. As of December 31, 1999, the
Company was in compliance with all covenants. Téynpent of cash dividends or other types of distiidms on any class of the Company's
stock is restricted unless the Company's leverati®, ias defined in the 1997 Debt agreement, igund

1.50. As of December 31, 1999, the leverage ratis %62.

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

1999 1998
Term Credit Facility, due September 2002, quarterly
payments beginning June 30, 1998, ranging from $2. 3
million to $13.4 million, interest at adjusted LIB OR
plus 0.50% (weighted average rate of 6.55% at
December 31,1999)........ccccceveeiirieiiiieenns ... $81,000 $128,250

Revolving credit facility, due September 2002,

interest at adjusted LIBOR plus 0.50%............. .- --
81,000 128,250

Less-current portion..........ccceceeeeeenivenen. ... (21,711) (19,125)

Long-term debt, net of current maturities.......... ... $59,289 $109,125

There were no borrowings made on the revolvingitfadilities during the years ended December 3B91 1998, and 1997. Under the 1997
Debt agreement, the Company pays an annual comntitiee on the unused portion of the revolving dréatility, based upon the Compar
leverage ratio. As of December 31, 1999, the feg Wa5%. The Company's ability to borrow underdiweent revolving credit facility is
subject to maintenance of certain levels of elgitdceivables. At December 31, 1999, all of the G4illion revolving credit facility was
available to the Company.

As of December 31, 1999 and 1998, unamortized defdiancing costs were $1.1 million and $2.0 imil] respectively. Deferred financing
costs are amortized to interest expense over thedeterm of the debt agreement using a methodhwdgpproximates the effective interest
rate method. Interest expense for the years endedrbber 31, 1999, 1998 and 1997 includes amodizafi deferred financing costs of
approximately $0.9 million, $0.9 million, and $(llion, respectively.

As of December 31, 1999, scheduled maturities ®@Qbmpany's long-term debt for each of the yeadingrDecember 31 are: 2000--$21.7
million, 2001-- $25.9 million, and 2002--$33.4 .
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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@&uorisolidated Financial Statements or tax retumsstimating future tax consequences,
SFAS 109 generally considers all expected futuentsvother than enactment of or changes in thiataxr rates.

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

Current:

Change in valuation allowance.................

Net income tax provision (benefit)............

ear Ended December 31,

5442 $11,574 $ 4,466
3,029 1,594 615
1,160  (36) 810

5,792 6,592 (38,298)
690 908 (5,276)
(58) 1,048 393

6,055 $(39,643)$ --

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):

Provision (benefit) at federal rate of 35%
Change in valuation allowance................
Effective state income taxes...................

$33

ar Ended December 31,

575 $ 16,099 $(36,005)
-~ (59,224) 37,290
415 1,625 (3,030)
235 781 1,582
42 362 157
(212) 714 6

,055 $(39,643)$% --




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 tlilfferences at December 31 are as follows (in thods):

1999 1998
Current deferred tax assets (liabilities):
Accrued expenses and reserves......cccceceeeeeee v $1,794 $1,598
Deferred revenue...........ccccoevevvcenene. Ll 129 205
Other.....ccooiiiiiiiie 49

Noncurrent deferred tax assets (liabilities):

Purchased research and development.................~ ... $42,981 $47,086
SOftWar€. oo 7,052 7,942
Client contracts and related intangibles......... ... (2,645) (370)
Noncompete agreements..........ooeevcvvvvveeee 6,034 5,104
Property and equipment........cccccceevvcc. L 125 705
Other..coiiiiii e (702) (1,078)

As part of an acquisition accounted for as a pwselia 1996, the Company acquired certain net defdax assets (principally related to net
operating loss carryforwards) and established aati@n allowance of approximately $1.0 million agstithose net deferred tax assets as «
acquisition date. Upon the realization of theseefl tax assets, the Company eliminated the vatuatiowance and reduced goodwill 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 tardfi from these assets. During 1998, the Compangladed that it was more likely than |
that it would realize the entire tax benefit framdeferred tax assets based on its evaluatidmea€bmpany's anticipated profitability over the
period of years that the temporary differences vesqeected to become deductions. As a result, tiep@ay eliminated the entire valuation
allowance as of December 31, 1998, which resutiede Company reflecting a net income tax benéft39.6 million for 1998. As of
December 31, 1999, management continues to belatesufficient taxable income will be generateddalize the entire benefit of these
deferred tax assets. The Company's assumptionguséfprofitable operations are supported by itsngt operating performances in 1999 and
1998, and the conversion of a significant numbearest customers onto its processing system duriesgtiperiods.

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 defiecontributions. The Company makes
certain matching and service-related contributimnthe plan. The Company's matching and servidate@ contributions for the years ended
December 31, 1999, 1998 and 1997, were approxiyn@84 million, $2.9 million, and $2.0 million, nesctively.

Deferred Compensation Plan. The Company maintanmequalified deferred compensation plan for éer@ompany executives which
allows the participants to defer a portion of theinual compensation. The Company provides a 258thing contribution of the participan
deferral, up to a maximum of $6,250 per year. Thenfany also credits the participant's deferred @aicwith a specified rate of return on an
annual basis. The Company records the actuariatiyrohined present value of the obligations expetttd paid under the plan. As of
December 31, 1999 and 1998, the Company has ratartiability for this obligation of $1.1
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million and $1.0 million, respectively. The Compangxpense for this plan for the years ended DeeefSih 1999, 1998 and 1997, which
includes Company contributions and interest expemas $0.4 million, $0.4 million, and $0.5 milliorespectively. The plan is unfunded.

9. Commitments and Contingencies

Operating Leases. The Company leases certain @ffidgoroduction facilities under operating leasb&tvrun through 2010. Future
aggregate minimum lease payments under these agnéefor the years ending December 31 are as fsil@@00--$6.1 million, 2001--$6.8
million, 2002--$6.3 million, 2003--$5.8 million, 2@--$4.5 million, thereafter--$16.9 million.

Total rent expense for the years ended December9®B, 1998, and 1997, was approximately $5.2 oniJl$83.9 million, and $3.4 million,
respectively.

Service Agreements. The Company has service agraswéh FDC and its subsidiaries for data proagegservices, communication charges
and other related services. FDC provides data psitg and related services required for the operati the Company's CCS system.

Effective January 1, 1997, the Company renegotidseskrvices agreement with FDC and its subsigaffhe new agreement expires
December 31, 2001, and is cancelable at the Congaption with (i) notice of six months any timeexfJanuary 1, 2000, and (ii) paymen

a termination fee equal to 20% of the fees paithéntwelve months preceding the notification ofrtieration. Under the agreement, the
Company is charged based on usage and/or actua) eos is subject to certain limitations as togh®unt of increases or decreases in usage
between years. The total amount paid under thécgeagreements for the years ended December 39, 1998 and 1997, was approximat
$27.1 million, $22.1 million, and $19.2 million,ggectively. The Company believes it could obtaitagmocessing services from alternative
sources, if necessary.

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 effacttte 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
$6.0 million cash. The Company accounted for itmemship in Anasazi as discontinued operations @ftercquisition in 1994. On August 31,
1995, the Company completed a substantial divestdfiAnasazi as part of a tax-free reorganizatiesylting in the Company owning less
than 20% of Anasazi. As a result, Anasazi's resiiltperations subsequent to August 31, 1995 araoluded in the Company's results of
operations as the Company accounted for its inversttin Anasazi under the cost method subsequeéhistdate. In September 1997, the
Company sold its remaining interest in Anasazi$®:6 million in cash and recognized a gain of $7ilion.

11. Restricted Common Stock

During 1995 and 1994, the Company sold Common Simelkecutive officers and key employees pursuantstricted stock agreements.
Certain of these shares vest over the individsal'sice period with the Company. The Company hasftion upon termination of
employment to repurchase unvested shares of itestistock at either the original purchase pricadirg from $0.11 to $2.13 per share) or
net book value per share, depending upon the $péaims of the agreements. During the years eddmgmber 31, 1998, and 1997, the
Company repurchased unvested shares of 66,00@0ht00, respectively, from terminated employeé® 86,000 shares repurchased in
1998 are held as treasury shares. The shares heyggextin 1997 were cancelled. There were no sheypaschased during 1999. As of
December 31, 1999, 171,400 shares were still sutyjgbe repurchase option. In January 2000, thegamy repurchased 18,500 shares from
a terminated
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employee. The remainder of the 152,900 sharescheglsled to vest in 2000. Deferred compensatic0di5 million and $0.3 million as of
December 31, 1999 and 1998, respectively, relatdset unvested shares and is reflected as a compohstockholders' equity. Stock-based
compensation expense related to these shares38r 1998 and 1997 was $0.3 million, $0.3 milliond&0.4 million, respectively.

Certain employees financed a portion of their sgpgichases with full recourse promissory notes. fidtes accrue interest at 7% annually
have terms of approximately five years. As of DebenB1, 1999 and 1998, the outstanding balandeegftomissory notes was
approximately $0.1 million and $0.5 million, respieely, and is reflected as a component of stoctteid' equity.

12. Stock-Based Compensation Plans

Stock Incentive Plans. During 1995, the Companypgetbthe Incentive Stock Plan (the "1995 Plan") ivhg 514,000 shares of the
Company's Common Stock have been reserved fomissua eligible employees of the Company in thenfof stock options. The 190,100
options outstanding under the 1995 Plan at DeceBihet999, vest annually over five years.

During 1996, the Company adopted the 1996 Stockniiee 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 opjmtock appreciation rights,
performance unit awards, restricted stock awandstazk bonus awards. In December 1997, upon sblaiehapproval, the number of shares
authorized for issuance under the 1996 Plan wasased to 8,000,000. In May 1999, upon sharehaldigroval, the number of shares
authorized for issuance under the 1996 Plan wasased to 11,000,000. The 5,278,722 options oulistgrunder the 1996 Plan as of
December 31, 1999, vest over four to five yearstaleoptions become fully vested upon a changmirol of the Company.

During 1997, the Company adopted the Stock Optian for Non-Employee Directors (the "Director Plawhereby 200,000 shares of the
Company's Common Stock have been reserved fomissua non-employee Directors of the Company irfénen of stock options. The
136,000 options outstanding under the Director Rtadbecember 31, 1999, vest annually over threesyea

Stock options are granted with an exercise pricektm 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,
1999 1998 1997
Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Price
Outstanding, beginning
of year................ 6,229,464  $17.23 4,152,220 $10.43 2,869,460 $9.31
Granted............... 731,050 33.85 3,276,000 23.86 2,223,400 11.61
Exercised............. (795,117) 12.63 (540,336) 9.20  (148,600) 6.80
Forfeited............. (560,575)  17.23 (658,420) 13.89  (792,040) 10.35
Outstanding, end of
VT | TR 5,604,822  $20.05 6,229,464 $17.23 4,152,220 $10.43
Options exercisable at
year end............... 1,297,072 913,774 530,152
Weighted average fair
value of options
granted during the
Year. .o $13.04 $10.39 $4.60
Options available for
grant................. 4,603,675 1,774,150 4,391,730



The following table summarizes information abow @ompany's stock options as of December 31, 1999:

Options Outstanding Options Exercisable
Weighted
Average W eighted Weighted
Range Of Number Remaining A verage Number Average
Exercise Prices Outstanding Contractual Life Exer cise Price Exercisable Exercise Price
$0.63 -
$1.88 190,100 5.6 $0.67 122,900 $0.68
$7.50 -
$11.06 1,269,066 6.9 9.13 547,716 9.09
$11.75 -
$14.88 581,210 6.9 14.53 309,010 14.54
$16.78 -
$23.44 1,362,521 8.3 20.87 291,196 20.76
$23.59 -
$27.97 1,623,875 8.9 26.48 25,000 24.05
$30.25 -
$39.50 578,050 8.9 35.98 1,250 32.71
$0.63 -
$39.50 5,604,822 8.0 $20.05 1,297,072 $12.52

In January 2000, the Company granted 919,800 opabprices that range from $38.44 per share t&684%r share under the 1996 Plan,
with such options vesting over four years. Thedeaop are not reflected in the above tables asweg granted subsequent to December 31,
1999.

1996 Employee Stock Purchase Plan. During 1996Ctmepany adopted the 1996 Employee Stock PurcHasenhereby 500,000 shares of
the Company's Common Stock have been reservedimtsemployees of the Company and its subsidighieugh payroll deductions. The
price for shares purchased under the plan is 85#tanket value on the last day of the purchase geRarchases are made at the end of each
month. During 1999, 1998, and 1997, respectivedy332 shares, 31,374 shares, and 39,318 sharebdengurchased under the plan for
$0.9 million ($18.91 to $37.08 per share) $0.6io1ll($15.62 to $33.58 per share), and $0.4 mil{®h17 to $17.00 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 1999, 1998 or
1997.

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 methodoldGFAS 123, the Company's net income

(loss) and net income (loss) per share attributbé®mmon stockholders for 1999, 1998 and 1997ldvapproximate the pro forma amounts
as follows (in thousands, except per share amaunts)

Year Ended December 31,

1999 1998 1997

Net income (loss):

As reported.........cceeeveeeiieeineeennnn. $ 59,874 $85,638 $(102,871)

Pro forma.......ccooevviviiicnicnicnens 52,498 80,710 (104,776)
Diluted net income (loss) per common share:

As reported.........cooceiiiiiiiiiiieeeeenn 1.10 1.62 (2.02)

Proforma.......cccoooiiiiviiiiineneeeen 0.96 152 (2.06)

The fair value of each option grant was estimatethe date of grant using the Black-Scholes opgiocing model with the following
weighted average assumptions for options granté®99, 1998 and 1997, respectively: risk- freerggerates of 5.0%, 4.9%, and 6.3%;
dividend yield of zero percent for all years; expédives of 4.1 years, 4.4 years, and 3.9 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 1999, 1998 and
1997, and additional awards in future years aricipated.
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13. Unaudited Quarterly Financial Data

Quarter Ended

30 September 30 December 31

except per share amounts)

(in thousands,

1999:
Total revenues.................... $71,087 $76, 510 $84,034  $90,531
Gross margin (exclusive of
depreciation)......... . 41,202 44, 800 49,493 54,546
Operating income.................. 20,227 22, 716 26,627 30,582
Income before income taxes........ 18,623 21, 727 25,752 29,827
Income tax provision.............. (7,041) (8, 234) (9,691) (11,089)
Net income attributable to common
stockholders..................... 11,582 13, 493 16,061 18,738
Net income attributable to common
stockholders per share:
BasiC......ccoveeriieiiiens .22 .26 .31 .36
Diluted........c.ccocvveinnenne 21 .25 .29 .34
1998:
Total revenues.................... $49,308 $54, 244 $63,461  $69,627
Gross margin (exclusive of
depreciation).................... 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..................... 6,484 8, 651 13,576 56,927
Net income attributable to common
stockholders per share:
BasiC.....cevvvvvereeieiinins .13 17 .26 1.11
Diluted........cccveveeiinnne 12 .16 .26 1.06

(1) The fourth quarter of 1998 included an incomelienefit of $39.6 million, or $0.74 per dilutdthse, related primarily to the elimination
of the Company's valuation allowance against iferded tax assets (Note 7).
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Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure
None.
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 Annuatiklg 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 incorgted 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 25.

(2) Financial Statement Schedules:

None. Any information required in the financialtstaent schedules is provided in sufficient detathie Consolidated Financial Stateme
and notes thereto.

(3) Exhibits
Exhibits are listed in the Exhibit Index on page 47

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
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Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the reaiigthas duly caused this report to be

signed on its behalf by the undersigned, thereduatyp authorized.
CSG Systems International, Inc.

/'s/ Neal C. Hansen
By:

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

Date: March 24, 2000

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 datéisated.

Signature Ti tle Date
/sl Neal C. Hansen Chairman of the Board of  March 24, 2000
Directors a nd Chief
Neal C. Hansen Executive O fficer
(Principal Executive
Officer)
/sl John P. Pogge President, C hief Operating March 24, 2000
Officer and Director
John P. Pogge
/sl Greg A. Parker Vice Preside nt and Chief March 24, 2000
Financial O fficer
Greg A. Parker (Principal Financial
Officer)
/sl Randy R. Wiese Vice Preside nt and March 24, 2000
Controller (Principal
Randy R. Wiese Accounting Officer)
/sl George F. Haddix Director March 24, 2000
George F. Haddix
/sl Royce J. Holland Director March 24, 2000
Royce J. Holland
s/ Janice Obuchowski Director March 24, 2000
Janice Obuchowski
/sl Bernard W. Reznicek Director March 24, 2000
Bernard W. Reznicek
/sl Rockwell A. Schnabel Director March 24, 2000
Rockwell A. Schnabel
/sl Frank V. Sica Director March 24, 2000

Frank V. Sica
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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

(2.13-2.18 intentionally omitted)

2.19(4)* Restated and Amended CSG Master Subscribe
Agreement between CSG Systems, Inc. and T
Corporation dated August 10, 1997

2.19A(6)* Second Amendment to Restated and Amended
Management System Agreement between CSG S
Management Corporation, dated January 9,

2.19B(7)* First Amendment to Restated and Amended C
Management System Agreement between CSG S
Management Corporation, dated June 29, 19

2.19C(8) Sixth Amendment to Restated and Amended C
Management System Agreement between CSG S
Management Corporation, dated July 22, 19

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

2.19E(8) Eighth Amendment to Restated and Amended
Management System Agreement between CSG S
Management Corporation, dated September 2

2.19F(8)* Eleventh Amendment to Restated and Amende
Management System Agreement between CSG S
Management Corporation, dated September 3

2.19G(9)* Fifth, Ninth, Tenth, Thirteenth, Fourteen
Nineteenth Amendments to Restated and Ame
Management System Agreement between CSG S
Management Corporation.
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(5) Incorporated by reference to the exhibit of $hene number to the Registrant's Annual ReportaamHA0-K, as amended for the year
ended December 31, 1997.

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

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

(8) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRaym 10-Q for the period ended
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(9) Incorporated by reference to the exhibit of $hene number to the Registrant's Annual ReportoomHA0-K, as amended for the year
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(10) Incorporated by reference to the exhibit & slame number to the Registrant's Quarterly RepoForm 10 for the period ended Mar
31, 1999.

(11) Incorporated by reference to the exhibit & slame number to the Registrant's Quarterly RepoForm 10-Q for the period ended June
30, 1999.

(12) Incorporated by reference to the exhibit & shhme number to the Registrant's Quarterly RgpoRorm 10-Q for the period ended
September 30, 1999.

* Portions of the exhibit have been omitted pursuaran application for confidential treatment, d@hd omitted portions have been filed
separately with the Commission.
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have been marked with (***).

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

This Fifteenth Amendment (the "Amendment") is extedithis 19th day of November, 1999, and is madertiybetween 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 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 Amendmeéefithé 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 amendddsfinendment. 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. For the fees set forth in paragraph 2 below@uner will receive theé@Home implementation services set forth below. Sgkiices are tt
only implementation services that Customer willgige in connection with house loads for @Home. Assallt, any implementation services
set forth in Exhibit A-2 as of the date of execnotaf this Amendment shall not apply with respecAT& T @Home house loads. For
conversion of AT&T @Home subscribers to CCS, theises outlined in Exhibit A-2 shall be providedc@ordingly, Exhibit A-2 of the
Agreement shall be amended to include the following

Technical Services For House Loads

. Analyze the house load specifications

. Copy mapping tables and enter site-specific ftorélues.

. Upload test house data from PC to mainframe

. Run tests and verify output.

. Make changes received from test output as negeand re-test.
. Upload live house data from PC to mainframe.

. Run live house conversion process.

. Verify live output.

. Make any changes requested and rerun, reverify

. Merge houses into production system

. Balance house load and produce balancing forerg (ly to site),
. Send house load sign-off to site for final veafion.

Non-Technical Services For House Loads

. System Set-Up - Includes the UDF/Service Cod&sSRSys/Prin/Agents, UDF transfers and code tabigiguration
. Specification Definition - Receive from site. Rew with CSG programming
. Review/Verify Outpu- Verify Address reports (also sent to site), I-to- field review, verify Exception Reports (also semsite)
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. Environment set-up, LU pools, Sys/Prin accesstigations, push code table to server, build pasdsvand profiles, establish ".ini" settings
. Test Connectivity (occurs only when @Home sitesedes video implementation)
. Printers - build print queue on server(s), veddnfiguration, test printers

On-Site Launch Services

. Data Base verification

. Converter Data

. House Info

. Account accessing by all appropriate customarmétion
. Printer testing with RMS - Work Orders and Report

. RMS training and review

. WPT setup and training

. Work Order Auto Tech Assignment setup and trgnin
. UDF and CTD review and approval

. Password and profiles reviewed and setup foryrtoh
. Scheduling and Dispatch CTD review

. Exception & production reports reviewed and warke
. Review and verification of all tax code tables

2. Schedule D of the Agreement shall be amendétttode the following fees to be paid by Custonwarthe services set forth in Paragraph 1
above.

A. Fees for Full Initial Houseload:
1. On-site Services are provided*

a. CCS/ACSR in production at System Site $(**)

b. CCS/ACSR not in production at System Si te  $(***)
2. On-site Services are not provided*

a. CCS/ACSR in production at System Site $(**)

b. CCS/ACSR not in production at System Si te  $(**¥)

*Includes up to sixteen (16) hours of on-site suppdny additional hours required by Customer shallat CSG's then current rates. Excludes
Reimbursable Expenses which will be billed sepérate

B. Other Ancillary Fees:

. Full Agent Addition $(***) per System Site

. Partial Agent Refresh $ (***) per System Site

. Data Clean-up $(***) per System Site

. Develop Houseload Time and Materials specificetio

THIS AMENDMENT is executed on the day and yeanfalsown above.
CSG SYSTEMS, INC. ("CSG") TCI CABLE MANAGEMENT CORP ORATION

("Customer")

By: /sl Joseph T. Ruble By: /'s/ Ann Nont gomery
Nane Joseph T. Ruble Nane Ann Mont gonery
Title: V.P. & General Counsel Title: EVP, Fulfillment Services

& Operations

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

This Twenty-Ninth Amendment (the "Amendment”) isented this 19/th/ day of November, 1999, and idertay and between CSG
Systems, Inc., a Delaware corporation ("CSG") a@tl Table Management Corporation ("Customer"). C8& @ustomer entered into a
certain Restated and Amended CSG Master Subsdiaeagement System Agreement dated August 10, 1@82h has subsequently 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 Ameent. If the terms and conditions set forth is himendment shall be in conflict with the
Agreement, the terms and conditions of this Amenarsball 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 amendddsfinendment. 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. As of the date of execution of this Amendmentst@mer receives CSG's Electronic Bill Payment iBesvpursuant to the Electronic Bill
Payment Services Agreement executed by CSG andCd@imunications Inc. ("TCIC") on March 29, 1996 (fRaybill Agreement"). Upon
Customer's final conversion from the services gtegliby CSG under the Paybill Agreement to the sesvprovided by CSG under the terms
and conditions set forth in Schedule | of the Agmeat, the Paybill Agreement shall be terminatedafnb further force or effect.

2. Until such time that Customer fully convertsrfréhe services provided by CSG under the PaybiteAment to the services provided by
CSG under the terms and conditions set forth ire8ale | of the Agreement, Customer shall contirupaty the fees set forth in the Payhill
Agreement.

3. Customer agrees to purchase CSG's Electrorli®yiment Services (Paybill Advantage(R)) as sehfm Schedule | of the Agreement.
The fees for such services are set forth belowstatl become effective when Customer fully convédm the services provided by CSG
under the Payhill Agreement to the services praviole CSG under the terms and conditions set fortBchedule | of the Agreement.
Accordingly, Schedule D shall be amended to inclilgefollowing fees
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ITEM/DESCRIPTION

Initial Fees:

1. One-time start-up fee (Note 1)

2. Communication interface installation

Monthly Fees:

1. Monthly fee per ACH debit and prenote transactio

Monthly Volume per system principle (Note 2)

1 to 1,000 transactions

1,001 to 2,000 transactions

2,001 to 3,000 transactions

3,001 to 4,000 transactions

4,001 to 5,000 transactions

5,001 and above transactions

2. Monthly fee for insufficient funds returns

3. Monthly fee for notification of change

4. Monthly fee for redeposit

5. Monthly maintenance fee

6. Monthly communication interface fees

Other Fees:

1. ACH bank set-up and testing (Note 3)

PRICE

$(***) per system principle

$(***)

Amount per ACH debit and prenote transaction

$(***)

$(***)

$(~k~k~k)

$(***)

$(~k~k~k)

$(***) per item

$(***) per item

$(***) per item

$(***) per system principle

Responsibility of Customer or their ACH bank

$(***) per hour

Note 1: The one-time start-up fee does not apply the system principles
converting from the services provided by CSG urtderPaybill Agreement.

Note 2: For clarification purposes, the volume disaunts are cumulative and not
incremental (e.qg., if a system principle has 2,688sactions during the month, all 2,000 transastiwould be charged at $(***) per

transaction.)

Note 3: Customer's ACH bank must be able to processSG's format which is the
NACHA standard file format. CSG requires ninety)@l@ys for seup of new ACH bank.

THIS AMENDMENT is executed on the day and yeartfilsown above.

CSG SYSTEMB, INC. ("CSG')

By:/s/ Joseph T. Ruble

Title: V.P. & General Counsel

CONFIDENTIAL AND PROPRIETARY INFORMATION-FOR USE BWUTHORIZED EMPLOYEES OF THE PARTIES HERETO

TCl CABLE MANAGEMENT CORPORATI ON
(" Customer")

By:/s/ Ann Montgomnery

Title: EVP Fulfillnment Services & Operations

ONLY AND IS NOT FOR GENERAL DISTRIBUTION WITHIN OROUTSIDE THEIR RESPECTIVE COMPANIES

2
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FORTY-FIRST AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Forty-First Amendment (the "Amendment") is exied this 23/rd/ day of December, 1999, and isergdand between CSG Systems,
Inc., a Delaware corporation ("CSG") and TCI Caienagement Corporation ("Customer"). CSG and Cust@ntered into a certain
Restated and Amended CSG Master Subscriber Manag&ystem Agreement dated August 10, 1997, whishshhsequently been
amended pursuant to separately executed amend(aehéstively, the "Agreement”), and now desireatoend the Agreement in accordance
with the terms and conditions set forth in this Ameent. If the terms and conditions set forth is himendment shall 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 amendddsfinendment. 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. 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 Custan@gruse ACSR on an additional *****xxkkkx Kk Kk ((*kx%)) workstations.

2. CSG shall provide Customer one (1) master cdpyGSR for the purpose of installing ACSR on th@®rkkkkiiiikitiiik ((x4%))
workstations referenced above.

3. The fees to be paid by Customer for the additisite license of *****kkkkkkiikitttikiiiik (k%) ) workstations of ACSR are as
follows:

ACSR Perpetual License Fees
(***) workstations $(***)

($(***) per workstation)

ACSR Annual Maintenance Fees

(***) percent (***%) of License Fees

Note: The ACSR Annual Maintenance period on thgtrskkkkirkikiiriiik ((+xx)) workstations license d under this Amendment sh,
begin on January 1, 2000 and shall continue on &achary 1 thereafter throughout the term of theedigent.

THIS AMENDMENT is executed on the day and yeanfalsown above.
CSG SYSTEMS, INC. ("CSG") TCI CABLE MANAGEMENT CORP ORATION

("Customer")

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

Name: Joseph T. Ruble Name: Ann Mont gomery

Title: V.P. & General Counsel Title: EVP, Fulfillment Services and
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FORTY-THIRD AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Forty-Third Amendment (the "Amendment") is exted this 29th day of December, 1999, and is nbgdend between CSG Systems,
Inc., a Delaware corporation ("CSG") and TCI Caienagement Corporation ("Customer"). CSG and Cust@ntered into a certain
Restated and Amended CSG Master Subscriber Manag&ystem Agreement dated August 10, 1997, whishshhsequently been
amended pursuant to separately executed amend(ashéstively, the "Agreement”), and now desireatoend the Agreement in accordance
with the terms and conditions set forth in this Ament. If the terms and conditions set forth is himendment shall 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 exeowdf this Amendment by the parties,
any subsequent reference to the Agreement betwegpatties shall mean the Agreement as amendddsfinendment. 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. Schedule D is amended to include the followmmgsffor CSG Aggregator Express(TM):

A. Installation Services:

Initial Installation Services Fee $(**)
(Includes the installation services set forth

in Exhibit X-1, for the System Sites set

forth in Exhibit X-1 as of the date of execution

of this Amendment)

B. Aggregation Account Fee:

Monthly Aggregation Account Fee (per aggregated
account on CCS) $(+*)

Note: The definition of an Aggregation

Account shall be any account set up on CC S
for the sole purpose of storing summary

information from non-CCS billing sources

resident on CSG Aggregator Express.
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Monthly Transaction Fee (per account, per LOB oiG@®)gregator Express) $(***)

THIS AMENDMENT is executed on the day and yeartfilsown above.

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 gomery
Title: V.P. & General Counsel Title: EVP, Fulfil Iment Services & Operations
2

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
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SCHEDULE |
Electronic Payment Services (Paybill Advantage(R))

This Schedule | is made as of this 19/th/ day oféober, 1999, between CSG Systems, Inc. ("CSGH),T&1 Cable Management
Corporation ("Customer"), pursuant to the CSG Syst®laster Subscriber Management Agreement exeagtefl August 10, 1997 (the
"Master Agreement"), and of which this Schedulerhfs an integral part.

1. Electronic Payment Services. Subject to theseand conditions of the Master Agreement, for #imtset forth in Section 11 below and
the fees set forth in Schedule D, CSG will proviol€ustomer, and Customer will purchase from C3@falustomer's requirements for the
data processing services, including reasonableupasécurity for Customer's data, to support eleatrbill paying services as set forth in
Section 2 below (the "Basic Services") for all afsfbmer's subscriber accounts that elect to uiliastomer's electronic bill payment servi
(the "Subscribers").

2. Basic Services

(a) Consumer Debits. Each Subscriber will haveotitéon to preauthorize a debit to either their &g account or savings account each
month for a predetermined date of Customer's chgostustomer's third party ACH Originator will besponsible for the disbursement,
remittance and settlement of all funds. CSG wilate and submit a preauthorized payment disburdditeeaccording to bank industry
standards (National Automated Clearing House Assioti, "NACHA", or Electronic Data Interface, "EDIEontaining a debit record for
Subscribers who have preauthorized monthly debikeetmade from checking or savings accounts oty aesignated by Customer each
month. The ACH Originator will submit to an automéftclearing house data in the required form forctiieection of the monthly payments
from Subscribers bank accounts, which will be dffdon the collection date, or if that date isabianking day, the first banking day after
such date. Each Debit will be submitted so asfecethe payment on the designated date.

(b) Credit of Remittances. CSG will post to Suliseris CCS account a payment transaction for eamtepsing Subscriber on the Subscrik
collection day.

(c) Enroliment Process. Customer is responsiblelftaining Subscriber enroliment information thath@rizes his respective bank to post
debit transactions to his respective bank checaompunt or savings account as required by NACHAst@uer will input Subscriber type of
account, bank account number, payment method, amkl ftouting information into the CCS system. CS@® iwitiate an ACH prenote the day
the form is processed or the day after the forpragessed if the form is entered after the daitpifaime. A daily report will be generated f
the Customer each business day for which inputasgssed showing that a prenote has been initiditde prenote process produces an e
the CCS system will automatically update the Subecs' payment status to reflect an error and hdaktror to a daily report. If the error was
correctable by the receiving depository finanaatitution, the CCS system will automatically upstite information on the CCS system. The
first debit will be initiated on the appropriateteldo effect the debit on the Customer's predetezthdate.

(d) Automatic Preauthorized Payments. Customer'sl AEiginator shall provide automatic payment dedurctvhich will occur monthly on a
date predetermined by Customer. CSG will submieatd Customer's the ACH Originator two days ptmthe date the deduction is
scheduled to take place. The Subscriber paymentiainsabmitted to the ACH Originator will be thetstaent balance if the statement
balance is less than the current balance or istéement balance is greater than the current éalaéimen the current balance will be used. If
the designated date for deduction falls on a weelkem/or holiday, the deduction will not occur uttie next scheduled banking day.

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USBY AUTHORIZED EMPLOYEES OF THE PARTIES HERETO
ONLY AND IS NOT FOR GENERAL DISTRIBUTION WITHIN OROUTSIDE THEIR RESPECTIVE COMPANIES



(e) Settlement. Customer's The ACH Originator Wélresponsible for crediting Customer's bank accfmrthe gross ACH collection. on the
same day as the Debit to Subscriber's checkinguwngs account.

(f) Settlement of Returns. Customer's The ACH @iagpr will be responsible for settling daily retsrmgainst Customer's bank account.
Settlement with Customer will be done daily. Eaely tbr which there are returns, the ACH Originatdl initiate a Debit to the Customer's
specified account for the total amount of Debitereed by ACH Originator that day. First time NSfurns that will be re-deposited by ACH
Originator will not be debited to the Customer'sdfied account.

(9) Record Keeping. Customer is responsible fomta@ing Subscriber authorization forms for a perid at least seven (7) years in
accordance with the CSG Systems Master Master Bbbsdlanagement Agreement dated August 10, 1998&ygent

3. Additional Services. If Customer desires CS@rtuvide other services in addition to the Basio/fes, the parties agree to negotiate in
good faith with respect to the terms and conditignsluding without limitation, pricing) on whichush services shall be provided. Such
services include, but are not limited to (i) spec@mputer runs or reports, special accountingiafatmation applications; and (ii) data
processing and related forms and supplies and emuipother than those provided as standard pursoidimis Agreement (the "Additional
Services"). The description of any such additisealices, and any other terms and conditions klhtereto, shall be set forth in an
amendment to this Agreement signed and dated bbydaoties. Unless otherwise agreed in writing ®/ghrties in such amendment any such
additional services shall be subject to the terfrthis Schedule I.

4. Subscriber Authorization. Customer shall obfedm each Subscriber the proper documents autihgraitomatic transfers to and from
such Subscriber's savings account or checking atcGustomer will enter only valid authorizatioms processing.

5. Collection Data. Customer shall update Subscabeount balance information to provide necesdats for the Basic Services and
Additional Services and shall ensure through péciotlecks and updates that the data is currenaengrate at all times.

6. Settlement of Returns. Customer is ultimatefpomsible to cover on a daily basis all return telbicurred by ACH originator and in the
event collections have ceased.

7. Reserved.

8. Subscriber Reports. If Customer requests th& @®vide Customer with a tape containing informatiegarding Customer's Subscribers
and related banking information and payment datn Customer shall pay CSG's then current ratesuftdr tape.

9. Compliance with Laws. Customer will comply ith miaterial respects with all federal, state or Idaars and regulations pertaining to
electronic payment processing. In the event ofrade@ence of significant fraudulent activity by &omer, the Basic Services and any
Additional Services will be discontinued immedigtahd any funds on the way to Customer will be iommted immediately.

10. Reliance on Information. CSG shall be entitecely upon and act in accordance with any insias, guidelines or information provid:
to CSG by Customer, which are given by such perasrigave actual or apparent authority to providé sustructions, guidelines or
information and shall incur no liability in doing.s

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USBY AUTHORIZED EMPLOYEES OF THE PARTIES HERETO
ONLY AND IS NOT FOR GENERAL DISTRIBUTION WITHIN OROUTSIDE THEIR RESPECTIVE COMPANIES



11. Term. The term of this Schedule shall be coteoos with the term set forth in Section 15 of khaster Agreement.
Agreed and accepted this 19th day of November, 11929

CSG SYSTEMS, INC. ("CsSG') TCl CABLE MANAGEMENT CORPORATI ON
(" Custoner")

By: /s/ Joseph T. Ruble By: /s/ Ann Montgonery

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USBY AUTHORIZED EMPLOYEES OF THE PARTIES HERETO
ONLY AND IS NOT FOR GENERAL DISTRIBUTION WITHIN OROUTSIDE THEIR RESPECTIVE COMPANIES
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EXHIBIT 2.19K
SCHEDULE X
CSG Aggregator Express(TM)

This Schedule X is made as of this 29/th/ day afddeber, 1999, between CSG Systems, Inc. ("CSGY),T&i Cable Management
Corporation ("Customer"), pursuant and in accordamith the Restated and Amended CSG Master Sulesdvlanagement System
Agreement, executed as of August 10, 1997 (theédgent").

1. License. CSG hereby grants Customer, and Custieeneby accepts from CSG, a non-exclusive andtransferable perpetual right to use
the software products known as CSG Aggregator Bepfthie "Aggregator Express Product"), which, whsed in the designated
environment described in Section 3, accepts data &xternal customer care and billing systems aadbles Customer to create consolidated
billing statements. Customer will be licensed te tiee Aggregator Express Product at the Systers Séteforth in Exhibit Xt, for the fees s
forth in Schedule D and subject to the terms amdlitimns of the Master Agreement, including, but lmoited to, those specified below.

2. Required Products and Services. Customer aclenigeb that CCS, Statement Express and ESP (theitBédProducts and Services") are
required in order for Customer to use the Aggregaigmress Product, and Customer shall comply witbfahe terms set forth in the Master
Agreement for each of those Products and Servicasdordance with the terms thereof.

3. Designated Environment. In addition to the Deatgd Environment for each of the Required Prodagtset forth in the respective
Schedules, Customer is required to use the hardavetesoftware set forth in Exhibit X-2 (the "Aggadgr Designated Environment™).
Customer may use the Aggregator Express Produgtiotthe Aggregator Designated Environment and béllsolely responsible for
upgrading the Aggregator Designated Environmeithédospecifications that CSG may provide from timérne. In the event that the
Aggregator Designated Environment is inadequapetmit the required products to operate in accaréavith their express performance
warranties on the date of delivery hereunder, C&®es that it shall be responsible for the hardwasts associated with upgrading the
Aggregator Designated Environment such that it deapvith this representation .

4. Installation Services. Customer will receive itngallation services set forth in Exhibit X-1donnection with its license to use the
Aggregator Express Product.

5. Term. This Schedule X shall be effective upandhte set forth above and shall continue in effatit June 30, June 30, 2000 unless
terminated earlier in accordance with the termsamdlitions of the Agreement. Any extension of B&hedule X shall be pursuant to the
parties' mutual written consent.

Agreed and accepted this 29th day of December,, 1899

CSG SYSTEMS, INC. ("CSG') TCl CABLE MANAGEMENT CORPORATI ON (" Customer™)

By: /s/ Joseph T. Ruble By: /s/ Ann Montgonery

Nane Joseph T. Ruble Name: Ann Mont gonery

Title: V.P. & General Counsel Title: EVP Fulfillment Svcs & Operations
Exhibit X-1......... Installation Services and Syst8ites Exhibit X-2......... Designated Environment

CONFIDENTIAL AND PROPRIETARY INFORMATION-FOR USE BY AUTHORIZED EMPLOYEES OF THE PARTIES
HERETO ONLY AND IS NOT FOR GENERAL DISTRIBUTION WIT HIN OR OUTSIDE THEIR
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EXHIBIT X -1

INSTALLATION SERVICES AND SYSTEM SITES

1. For the fees set forth in Schedule D, CSG willMrle the following Installation Services in cootien with Aggregator Express, for the
System Sites set forth below as of the date of i@t of this Amendment:

. on-site product integration review

. documentation

. Statement translator development

. ESP statement format development for lowa andd@aia and Texas projects
. Circuit sizing recommendations (via phone) fon+@SG rendered services
. UNIX/mainframe parameter setup

. pre-implementation support of operational consern

. on-site ESP requirements gathering and trairabSG facility)

. guide interface development

. CCS account creation

. development of auto registration

. up to fifty (50) hours of process consulting

2. System Sites:

Select System Sites in lowa, Texas and California:*

. Cedar Rapids
. Waterloo

Texas and California

. Subscribers enrolled in the AT&T BIS Bottom oétBill Promotion
* Other mutually agreed upon System Sites.

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

RESPECTIVE COMPANIES



EXHIBIT X -2

CSG Aggregator Express (TM) Designated Environment

Effective 11/99 Page 1 of 1

CSG Aggregator Express - ACSR Integrated Environmet/(1)/

Platform

See current Designated Environment hardware andaaf requirements for ACSR for Windows NT, Windo®#sworkstation, and
Statement Express

(1) Requires CSG:

. CCS or ACSR;

. ESP; and

. Statement Express products

CSG Aggregator Express - Stand Alone Environment

Client Hardware

Processors

Compagq, IBM and Dell Business Class computers imittl Pentium, Pentium Il and Celeron processossgiated as Microsoft Windows |
certified and Year 2000 compliant.

Random Access Memory (RAM)

64 MB

Minimum Hard Drive Space

1.2GB

Minimum Video Requirements

1024 x 768 x 256 colors, small font

SVGA 15" Monitor

Printer

Any printer compatible with the client workstatioefwork environment
CD-ROM

Client Software

Operating System

Microsoft Windows NT v4.0 w/ Service Pack 3 and ¥2@00 fixes; or w/ Service Pack 4 and Year 20R0di

Microsoft Windows 95 with OSR 2.5, 4.00.1111 witRK fixes, and WIN95Y 2K.EXE applied

Communications

Internet Explorer 4.x minimum or greater, or Nefgealavigator 4.x minimum or greater




Other

Open Windows

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

RESPECTIVE COMPANIES
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EXHIBIT 10.39

[As Amended on
November 16, 1999]

CSG SYSTEMS, INC.

WEALTH ACCUMULATION PLAN

ARTICLE |

PURPOSE

The purpose of the CSG Systems, Inc. Wealth Accationl Plan (the "Plan”) is to enable CSG Systents,tb attract and retain a select
group of executive employees with exceptional gbbiy offering such executive employees a mearenbfncing their compensation,
building their net worth, and supplementing theiirement funds through the deferral of a portibtheir compensation.

ARTICLE I

DEFINITIONS
For purposes of the Plan, the following words ahthpes shall have the meanings indicated, unlessottitext clearly indicates otherwise:

2.1 Base Salary. "Base Salary" means all regukstt campensation for services, other than Incei@immpensation, payable by Systems to a
Participant during a Plan Year (before taking imtoount any deferral pursuant to the Plan and wittaking into account any other
compensation or benefit program of Systems).

2.2 Beneficiary. "Beneficiary" or "Beneficiaries"aans the person, persons, entity, or entities datgd by a Participant pursuant to Article
VIIl, or otherwise provided in Article VI, to rezve any benefits payable under the Plan in thaetesfesuch Participant's death.

2.3 Board. "Board" means the Board of DirectorSyétems.

2.4 Change of Control of Systems. "Change of Coufr&ystems" means the occurrence of any of theviing events:

(a) International is merged or consolidated intothar corporation, and immediately after such meogeonsolidation becomes effective the
holders of a majority of the outstanding sharegabing capital stock ¢



International immediately prior to the effectives@d such merger or consolidation do not own (diyear indirectly) a majority of the
outstanding shares of voting capital stock of thiging or resulting corporation in such mergerconsolidation,

(b) International ceases to own (directly or indily) a majority of the outstanding shares of vgtaapital stock of Systems (unless such e
results from the merger of Systems into Internaipwith no change in the ownership of the votiagital stock of International, or from the
dissolution of Systems and the continuation obitsiness by International),

(c) Systems is merged or consolidated into a catjfmr other than International, and at any timeragich merger or consolidation becomes
effective International does not own (directly ndirectly) a majority of the outstanding sharesating capital stock of the surviving or
resulting corporation in such merger or consolmtati

(d) Systems dissolves (unless the business of IBgsatall be continued by International) or sellsotinerwise disposes of all or substantially
all of its property and assets (other than to dityeor group of entities which is then under coommvnership (directly or indirectly) 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 becamegeneficial owner (within the meaning of Rulel4Bunder the 1934 Act) of thirty
percent (30%) or more of the outstanding votingtehptock of International,

(f) International dissolves or sells or otherwisgpdses of all or substantially all of its propeatyd assets (other than to an entity or group of
entities which is then under common ownership (diyeor indirectly) with International), or

(9) during any period of two consecutive yearsess| individuals who at the beginning of such mkdonstituted the Board of Directors of
International cease, for any reason, to constiatiteast a majority of the Board of Directors aeimational, unless the election or nomination
for election of each new director of Internationdlo took office during such period was approvedhpte of at least seventy- five percent
(75%) of the directors of International still infigk at the time of such election or nominationdtection who were directors of International
at the beginning of such period.

2.5 Committee. "Committee" means the Wealth Accatih Plan Committee appointed by or at the diogctf the Board to perform the
duties set forth in Article Il1.



2.6 Deemed Investment. "Deemed Investment" me&ookkeeping device which (a) corresponds to a Fhatlis a permitted investment
under the CSG Incentive Savings Plan (a 401(k) pféBystems) and (b) is used by Systems to deterthiem balance in a Participant's
Deferral Account.

2.7 Deferral Account. "Deferral Account” means anaunt established and maintained for a Participarthe books of Systems pursuant to
Section 5.1. Whenever the context requires, "Daféccount” shall mean and separately refer tdxbferral Credits Sub-Account and the
Employer Credits Sub-Account of a Deferral Account.

2.8 Deferral Agreement. "Deferral Agreement” meamsigreement signed and filed with the Committea Byrticipant pursuant to Article
V.

2.9 Deferral Benefit. "Deferral Benefit" means thenefit payable under the Plan to a Participast Barticipant's Beneficiary, as provided in
Article
VII.

2.10 Deferral Credits. "Deferral Credits" meansdreglits to a Participant's Deferral Account madespant to Section 5.2.

2.11 Deferral Credits Sub-Account. "Deferral Cre@ub-Account” means a sub-account of a ParticgpBmatferral Account to which such
Participant's Deferral Credits are credited.

2.12 Disability. "Disability" means a physical oental illness or incapacity of a Participant whinas resulted in a determination that such
Participant is entitled to receive benefits (i) end long-term disability insurance policy maintdrby Systems for such Participant or (ii) if
no such insurance policy is then in existence, utitefederal social security disability insurapecegram.

2.13 Eligible Executive. "Eligible Executive" meaas executive employee of Systems who is a Vicsi@eat, Senior Vice President, or m
senior executive employee of Systems or who istioNal Sales Director of Systems.

2.14 Employer Credits. "Employer Credits" meansateglits to a Participant's Deferral Account madespant to Section 5.3.

2.15 Employer Credits Sub-Account. "Employer Credub-Account” means a sub-account of a ParticgpBmferral Account to which such
Participant's Employer Credits are credited.

2.16 Fund. "Fund" means an open-end managemergtimgat company or an
individual series thereof (a mutual fund) whoserehar units are available for purchase by theipubl
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2.17 Incentive Compensation. "Incentive Compengétioeans any cash bonus or commission payable Sig®g to a Participant for a Plan
Year in addition to such Participant's Base Sgbayable during such Plan Year (before taking imtmant any deferral pursuant to the Plan
and without taking into account any other compeaosair benefit program of Systems).

2.18 International. "International" means CSG Systénternational, Inc., a Delaware corporation.

2.19 Normal Retirement Age. "Normal Retirement Agefans age 65.

2.20 Participant. "Participant” means an Eligible&utive who has elected to participate in the Blaentering into a Deferral Agreement for
any Plan Year or portion thereof.

2.21 Plan Year. "Plan Year" means the calendar, gaaept that the fird?lan Year began on September 1, 1996, and ended Dacember
31, 1996.

2.22 Systems. "Systems" means CSG Systems, |Belaavare corporation.
ARTICLE Ill

ADMINISTRATION OF PLAN

3.1 Administration. The Plan shall be administdsgdhe Committee or its delegate. The Committeésattelegate shall have the authority to
interpret the Plan, to make, amend, interpret,ya@pid enforce all appropriate rules and regulatfon the administration and operation of
Plan, to prescribe forms for use in connection it Plan, and to decide any and all questionsiwtmiay arise in connection with the Plan.
Any delegate of the Committee for purposes of adstration of the Plan shall not make any discretigrdecision on behalf of the Commit
which pertains directly to such delegate as a &patint.

3.2 Binding Effect of Decisions. The decision oti@t of the Committee or its delegate with resgeany question arising out of or in
connection with the administration, operation,mdeipretation of the Plan and the rules and reigmaipromulgated under the Plan shall be
final, conclusive, and binding upon all personsihgwany interest in the Plan, unless a written apfrem the affected Participant or
Beneficiary is received by the Committee or itsedelte within thirty (30) days after the disputedisien or action of the Committee or its
delegate has been made or taken. Upon timely rteaeguch appeal, the Committee shall reconsidedibputed decision or action; and the
decision of the Committee with respect to such apgieall be final, conclusive, and binding on tleesen lodging such appeal and all persons
claiming by, through, or under such person.

3.3 Expenses of Administration. Systems shall pegx@enses of administering the Plan, and theiéiaants shall not bear any of such
expenses.



ARTICLE IV

ELECTIVE DEFERRALS

4.1 Election to Participate in Plan. Except as mtfse provided in Section 4.2, an Eligible Execatmay elect to participate in the Plan by
signing and filing with the Committee or its delega Deferral Agreement in the form prescribedh®y@ommittee or its delegate. To be
effective, a Deferral Agreement must be filed vilte Committee or its delegate not later than Deegrib of the calendar year immediately
preceding the Plan Year in which the Eligible Exaiwill commence participation in the Plan; aifdimely filed, such Deferral Agreement
will become effective as of the first day of sudarPYear and remain in effect in accordance witttia 4.4. An Eligible Executive may
enter into a new Deferral Agreement covering aquesubsequent to the period covered by a Defeigedément which will expire or
terminate pursuant to Section 4.4,

4.2 Initial Deferral Agreement. An employee who ts@es an Eligible Executive during a Plan Year nigg a Deferral Agreement and file it
with the Committee or its delegate not later th@rd8ys after such employee becomes an Eligible iEixecfor the purpose of deferring a
portion of the Eligible Executive's Base Salarynearduring such Plan Year after the filing of sihetferral Agreement and for the purpose of
deferring a portion of the Eligible Executive's émtive Compensation for such Plan Year which eiih@ayable at the discretion of Systems
or is earned by the Eligible Executive after tHad of such Deferral Agreement.

4.3 Compensation Which May Be Deferred. A Defefrgdeement signed and filed with the Committee byeéigible Executive may provide
for the deferral of not less than five percent (%%l not more than twenty-five percent (25%) offtigible Executive's Base Salary payable
during the Plan Years to which such Deferral Agreetpertains and not less than five percent (5% )rext more than one hundred percent
(100%) of the Eligible Executive's Incentive Comgation for the Plan Years to which such Deferralegnent pertains. Notwithstanding
provisions of the first sentence of this Sectidd 4 the case of Eligible Executives other thaa @hnairman of the Board, the Chief Executive
Officer, the President, an Executive Vice Presidant the Chief Financial Officer of Systems, theximum aggregate amount of Base S¢
and Incentive Compensation which an Eligible Exeeutnay defer for any Plan Year is $50,000; arahif Deferral Agreement would result
in the deferral of an aggregate amount greater $8000 for any Plan Year, then the actual defésrasuch Plan Year shall be limited to
$50,000. Notwithstanding the provisions of thetfgsntence of this Section 4.3, in the case oflaible Executive who is the Chairman of
the Board, the Chief Executive Officer, the Presidan Executive Vice President, or the Chief FaianOfficer of Systems, the maximum
aggregate amount of Base Salary and Incentive Cosapien which such Eligible Executive may deferday Plan Year is $700,000; and if
any Deferral Agreement would result in the defeofan aggregate amount greater than $700,00(hfoP&n Year, then the actual deferral
for such Plan Year shall be limited to $700,00(j8ct to the provisions of Sections 4.1 and 4.2,Glompensation Committee of the Boar
Directors of International, in its absolute dis@gt may increase the maximum permitted deferradamhfor any Plan Year for any one or
more Eligible Executives. A deferral percentagevjted for in a Participant's
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Deferral Agreement pursuant to this Section 4.3 bmgxpressed either as a percentage (in whichtisagkeferred amount will change as the
Participant's Base Salary or Incentive Compensatisithe case may be, changes) or as a fixed arfadlimg within the permitted percentage
range (in which case the deferred amount will matnge as the Participant's Base Salary or Ince@iwvepensation, as the case may be,
changes). Except as otherwise provided in the Rlaigned Deferral Agreement shall become irreviecapon its timely filing with the
Committee or its delegate.

4.4 Period Covered by Deferral Agreement. Excepithhsrwise provided in the Plan and except to #terg that a Deferral Agreement is
amended pursuant to Section 4.5, a Deferral Agraesiall remain in effect for the first Plan Year portion thereof) to which it applies and
to the following six Plan Years. However, a Defexgreement automatically shall terminate prospedyi if a Participant ceases to be an
Eligible Executive or upon the termination of atRgpant's employment by Systems for any reasariyding but not limited to death,
Disability, or retirement. If, pursuant to Sectips3, a Participant makes an election to receivehiser Deferral Benefit prior to the last da)
the period to which a Deferral Agreement pertainsn such Deferral Agreement shall remain in eféedy for the Plan Years ending on or
prior to the date so elected; however, such Ppditimay enter into a new Deferral Agreement cogelater Plan Years pursuant to Section
4.1.

4.5 Amendment of Deferral Agreement. Except asrattse provided in Section 10.15, a Participant mmend a Deferral Agreement
previously filed by such Participant with the Conttee or its delegate solely for the purpose of girapthe amounts or percentages of Base
Salary or Incentive Compensation (or both) to bierled by such Participant for the remaining Plaaié covered by the Deferral Agreement
being amended. Any amended Deferral Agreement beusigned and delivered to the Committee or iteghak at least 15 days prior to the
commencement of the first Plan Year to which suokrded Deferral Agreement applies. The most receiatied Deferral Agreement signed
and delivered to the Committee or its delegate Buicipant on a timely basis shall govern ah& Participant, but an amended Deferral
Agreement shall have no effect on such Participatgferral amounts or percentages for Plan Ye#@stprthe first Plan Year to which such
amended Deferral Agreement applies.

4.6 Effect on Other Plans. Systems shall not makapalemental payment to any Participant to offsgtreduction in benefits under any o
employee benefit plan of Systems which results fthendeferral of Base Salary or Incentive Compeéoisatursuant to the Plan. However,
Systems shall compute life insurance and disatiktyefits for any Participant payable under anyleyge benefit plan of Systems which is
based on compensation without reduction for thetarhof any Base Salary or Incentive Compensatidertsd pursuant to the Plan.

4.7 Suspension of Elective Deferral. The Committeits delegate, in its sole and absolute disanetisay prospectively suspend the
effectiveness of a Participant's Deferral Agreenugrun the written request of such Participant bagexh the occurrence of an unforeseeable
emergency. For purposes of this

Section 4.7, "unforeseeable emergency" means amticip@ated emergency that is caused by an everrzbthe control of the Participant and
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that would result in severe financial hardshiphe Participant if suspension of the effectivendsaioh Participant's Deferral Agreement w
not permitted.

ARTICLE V

DEFERRAL ACCOUNT AND CREDITS

5.1 Establishment of Deferral Account. Systemslstsahblish and maintain on its books a separaferfz¢ Account for each Participant, and
each Deferral Account shall have a Deferral CreSlitb-Account and an Employer Credits Sub-AccourRa#ticipant who has entered into
more than one Deferral Agreement shall have a agp&referral Account for each Deferral AgreemenBaiticipant's Deferral Account and
its Sub-Accounts shall be used solely as a bookkgejevice for purposes of the Plan and shall nastitute or be treated as a trust fund or
reserve of any kind or require the segregatiomeestment of any assets of Systems. Each Defec@unt established for a Participant shall
be administered separately in accordance with theigions of this agreement.

5.2 Deferral Credits. At the end of each payrotiqet Systems shall credit to the Deferral Cre8ib-Account of each Participant who has
entered into a Deferral Agreement applicable toeBsalary or Incentive Compensation payable duniredp payroll period an amount equal to
the Base Salary and Incentive Compensation of Bacticipant deferred for such payroll period purgua the Plan and such Deferral
Agreement. To the extent that Systems is requitgdgyant to any state, federal, or local law to hdtld any taxes or other amounts in respect
of such deferred Base Salary or Incentive Compemsaguch taxes or other amounts shall be withfrelt the Participant's other
compensation which is not deferred under the Ptahall be paid to Systems in cash by the Partitipa

5.3 Employer Credits. Concurrently with the crewitof deferred Base Salary or Incentive Compensatinounts pursuant to Section 5.2,
Systems also shall credit to the Employer Credits-Sccount of each Participant an amount equalnty-five percent (25%) of the
deferred Base Salary or Incentive Compensatiomdi Sarticipant then being credited to such Paditi's Deferral Credits Sub-Account;
provided, that the aggregate amount credited tdPamticipant's Employer Credits Sub-Account purstathis Section 5.3 shall not exceed
$6,250 for any one Plan Year. In its absolute éison, Systems may make a supplemental crediet&thployer Credits Sub-Accounts of
Participants for any Plan Year in addition to thedit required by the first sentence of this SecBd; but the making of any such
supplemental credit for any Plan Year shall noitlerany Participant to a supplemental credit foy ather Plan Year. Any supplemental
credit made by Systems pursuant to the precedimgisee of this Section 5.3 may be made on a unifarnon-uniform basis among all
Participants or among only some Participants angl meanade to the Employer Credits Sub-Accountsigfane or more Participants to the
exclusion of the Employer Credits Sub-Accountsrof ane or more other Participants. To the extest 8ystems is required pursuant to any
state, federal, or local law to withhold any tare®ther amounts in respect of the amounts cregitesuant to this Section 5.3, such taxes or
other amounts shall be withheld from that portiéthe Participant's



compensation which is not deferred under the Ptahall be paid to Systems in cash by the Partitipa

5.4 Deemed Investments. As a bookkeeping devicesaledly for the purpose of determining the balainca Participant's Deferral Account at
any particular time, the amounts credited to ai€lpent's Deferral Account from time to time purstito Sections 5.2 and 5.3 shall be
allocated on the books of Systems to the Deemegstments selected from time to time by the Pagidifrom among the then permitted
Deemed Investments. A Participant shall make anglehange such selections in accordance with sumtegures as the Committee or its
delegate may establish from time to time. If a iegodnt fails to select a Deemed Investment fobatny portion of such Participant's
Deferral Account, then the Committee or its delegsdtall make such selection on behalf of the Rpatnt. The allocation to the Deemed
Investments selected by a Participant shall be roadbe books of Systems by crediting the Defekadount of such Participant with that
number of units of each such Deemed Investmenthwigisults from dividing (a) the dollar amount Jftfiat portion of the Participant's
Deferral Account or (ii) that portion of the amounirrently being credited which has been allottgedhe Participant to such Deemed
Investment by (b) the net asset value of the Famdesponding to such Deemed Investment as of deeaf business on the date of such
crediting (or, if such date is not a business daythe most recently preceding business day). Tiheber of units of each Deemed Investment
of a Participant shall be increased or decreasep@®priate from time to time to reflect (a) dierdls or distributions paid by the Fund which
corresponds to the particular Deemed Investmeptigitributions pursuant to Article VII, (c) chargim the Deemed Investments selected by
such Participant, and (d) forfeitures pursuant to

Section 6.3. A Participant's selection of a Deeingdstment shall not obligate Systems to acquiegeshor units of the Fund correspondin
such Deemed Investment; and no Participant she# hay rights with respect to or any interest mmshares or units of any Fund which
Systems, in its absolute discretion, may electtjae.

5.5 Participant's Account Balance. The balanceRaicipant's Deferral Account as of any dateldf@betermined by (a) multiplying (i) the
number of units of each Deemed Investment theniteietb such Deferral Account by (ii) the net assdtie of the Fund corresponding to
such Deemed Investment as of the close of busoressch date (or, if such date is not a businegsaathe most recently preceding busir
day) and (b) adding the products of such multipicces. A Participant's Deferral Account balancelldadetermined, whenever necessary,
after the making of all credits to and deductiaas such Deferral Account which are to be madeyansto the Plan prior to or as of the ¢
as of which such Deferral Account balance is beetgrmined, including but not limited to the fotége provided for in Section 6.3 if
applicable.

5.6 Statement of Account. Systems shall providesith Participant, within 60 days after the endamhecalendar quarter, a statement in such
form as Systems deems appropriate setting fortbdlence in such Participant's Deferral Account@gmed Investment and in total) as of
the last day of such calendar quarter.

5.7 Proportionate Decreases in Deemed Investmgntsss otherwise provided by the Committee or éeglate, distributions pursuant to
Article VIl and deductions pursuant to



Section 6.3 shall proportionately decrease alhefDeemed Investments then credited to a PartitspBeferral Account.

ARTICLE VI
VESTING

6.1 Vesting of Deferral Credits Sub-Account Balankeall times a Participant shall be fully vesiachis or her Deferral Credits Sukzcount
balance, and no portion of such Deferral Credits-Bacount balance shall be subject to forfeituresbgh Participant.

6.2 Vesting of Employer Credits Sub-Account Balank®articipant's Employer Credits Sub-Account hatshall fully vest in such
Participant and become entirely nonforfeitable bghsParticipant on the first to occur of (i) thygmars after the effective date of such
Participant's initial participation in the Plar) (he death of such Participant, (iii) the terntioa of such Participant's employment with
Systems after such Participant has reached NoretakeRent Age, (iv) the termination of such Papiggit's employment with Systems solely
by reason of such Participant's Disability, (v) teenpletion by such Participant of five years afittouous employment with Systems, (vi)
acceleration of such vesting by action of the Bgardsuant to Section 6.4, or

(vii) a Change of Control of Systems.

6.3 Forfeiture of Non-Vested Employer Credits Sutzdunt Balance. If the Employer Credits Sub-Accdaiaince of a Participant has not
become fully vested and entirely nonforfeitableguant to Section 6.2 at the time or as a resuli@fermination of such Participant's
employment with Systems, then upon the terminatfosuch Participant's employment with Systems titeebalance in such Employer
Credits Sub-Account automatically shall be forféjtand neither such Participant nor his or her Beiagy shall have any further rights with
respect to such Employer Credits Sub-Account bal@am@ny amount that previously had been creddedith Employer Credits Sub-
Account.

6.4 Accelerated Vesting. The Board reserves th# igits sole and absolute discretion at any timaccelerate the time of vesting of all or
any portion of a Participant's Employer Credits -Swgoount balance that has not yet vested.

ARTICLE VII

PAY-OUT OF DEFERRAL BENEFITS

7.1 Termination of Employment Other Than by Deéthon the termination of a Participant's employmeitih Systems for any reason other
than such Participant's death, such Participarik Isb&ntitled to receive a Deferral Benefit eqieal 00% of the balance in such Participant's
Deferral Account (determined in accordance withti®acs.5) as of the last day of the calendar mahtting which such termination of
employment occurs. A Deferral Benefit under thist®a 7.1 shall be payable to such Participantitoedance with

Section 7.5.



7.2 Death. Upon the death of a Participant whilehghe is employed by Systems, such ParticipBet®ficiary or Beneficiaries shall be
entitled to receive a Deferral Benefit equal to 206f the balance in such Participant's Deferralodet (determined in accordance with
Section 5.5) as of the last day of the calendartmdaring which such death occurs. A Deferral Bénafder this Section 7.2 shall be pays
to such Beneficiary or Beneficiaries in accordawd Section 7.5. The Deferral Benefit provided ifothis Section 7.2 shall be in lieu of all
other benefits under the Plan in the event of &idfaant's death. Any Deferral Benefit which becenpayable under this

Section 7.2 to a person who is a minor for purpagdélse Nebraska Uniform Transfers to Minors Actynmastead be paid by Systems to a
custodian for such person under such Act.

7.3 Pre-Termination Distribution. At the time tlie or she signs a Deferral Agreement pursuant¢tdded.1 or 4.2, a Participant may elect
to receive his or her Deferral Benefit at the ehthe second, third, fourth, fifth, sixth, or setteflan Year to which such Deferral Agreem
pertains rather than upon the termination of hisaremployment with Systems; provided, howevet ihthe employment of such
Participant with Systems terminates prior to the-fgrmination distribution date elected by suchiBigant pursuant to this Section 7.3, then
the provisions of Section 7.1 or 7.2, as the casg Ioe, shall supersede such election and shalrgalre distribution of such Participant's
Deferral Benefit. If a Participant makes an elaetfrsuant to this Section 7.3, then such Partitiphall be entitled to receive a Deferral
Benefit equal to 100% of the vested balance in faticipant's Deferral Account (determined in adence with Section 5.5) as of the last
day of the Plan Year elected by such Participarduyant to this

Section 7.3. If a Participant makes an electiorspaint to this Section 7.3, then, not later thanyaa prior to the last day of the Plan Year
originally elected by such Participant, he or steeymake one further election to defer the payméhtsoor her Deferral Benefit either for an
additional number of Plan Years from one to sevemntil the termination of his or her employmentiwsystems. A Deferral Benefit under
this Section 7.3 shall be payable to the Partidipaaccordance with Section 7.5. Any portion ®axticipant's Deferral Account which is not
paid pursuant to an election made under this

Section 7.3 because it is not fully vested as efalected payment date shall remain as a creditdb Deferral Account and shall be paid to
such Participant at the time it becomes fully végedther as a lump-sum or as part of the monthalyngents, depending upon the method of
Deferral Benefit payment elected by such Partidjpan

7.4 Accelerated Distributions. The Committee odigdegate, in its sole and absolute discretion, ataglerate the time of payment to a
Participant of all or a portion of the then vesedance of such Participant's Deferral Account ughenwritten request of a Participant based
upon the occurrence of an unforeseeable emerghoaever, the amount of such accelerated paymefitraiteexceed the amount necessary
to meet the particular emergency. For purposekisf3ection 7.4, "unforeseeable emergency" shadimaa unanticipated emergency that is
caused by an event beyond the control of the Raatit and that would result in severe financiabiship to the Participant if such accelerated
payment were not permitted.

7.5 Method of Benefit Payment. At such time as &eDal Benefit becomes payable pursuant to Sedtibn7.2, or 7.3, Systems shall pay the
Deferral Benefit to the Participant
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involved (or to such Participant's Beneficiary e itase of such Participant's death) in whichel/#reofollowing methods was selected by
such Participant in the applicable Deferral Agreeme

(@) A lump-sum payment; or
(b) Monthly payments over a period of from 2 to 186nths, as specified by such Participant in theiegble Deferral Agreement.

If a Participant did not select a method of paymeithe applicable Deferral Agreement, then thehoétof payment of such Participant's
applicable Deferral Benefit shall be determinedh®y Committee or its delegate from the alternatiethods set forth above in this Section
7.5. Payments pursuant to this Article VIl shalfjipeas soon as practicable after the amount thér@obeen determined. The Committee or
its delegate shall determine the methodology tadsesl to compute the amounts of monthly paymentsruthés Section 7.5.

ARTICLE VIl

BENEFICIARY DESIGNATION

8.1 Beneficiary Designation. Each Participant shaile the right at any time during his or her iifeg to designate in writing on a form
prescribed by the Committee or its delegate anggrempersons, entity, or entities as the BenefimaBeneficiaries (primary or contingent
whom benefits under the Plan shall be paid in tlemeof the Participant's death prior to full payref the benefits due the Participant under
the Plan. Such form shall be filed with the Cometbr its delegate during the Participant's lifetmmd shall become effective when so filed.

8.2 Change of Beneficiary. Any Beneficiary desigomimade by a Participant may be changed by suditipant at any time during such
Participant's lifetime by the filing of such charigenriting on a form prescribed by the Committeéte delegate. Effective upon its filing
with the Committee or its delegate prior to a Riytint's death, the most recently filed Benefic@egignation will cancel all Beneficiary
designations previously filed by such Participant.

8.3 No Beneficiary Designation. If a Participarnitfdo designate a Beneficiary pursuant to thisofetVIlIl, or if all designated Beneficiaries

predecease the Participant, then the Participadesignated Beneficiary shall be deemed to be thsopeor persons surviving the Participar
the first of the following classes in which theseai survivor, in equal shares by representation:

(&) The Participant's surviving spouse;
(b) The Participant's descendants; or
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(c) The personal representative of the Participastate.

ARTICLE IX

AMENDMENT AND TERMINATION OF PLAN

9.1 Amendment. The Board may amend the Plan atigyin whole or in part without terminating theaR] however, no amendment of the
Plan shall decrease any amount already creditad@ferral Account then in existence without thé@tem consent of the affected Participant.

9.2 Termination. The Board may terminate the Ptaang time. Upon such termination, Systems shakarthe Deferral Account credits
required under Article V as of the effective datéhe Plan termination, and all Participants themrushall be fully vested in their respective
Deferral Accounts and promptly shall be paid thentbalance in their respective Deferral Accounts lnmp sum.

ARTICLE X

MISCELLANEOUS

10.1 Creditor Status. Participants and their Beragfies shall have no legal or equitable rightteriests, or claims in or to any particular
property or assets of Systems, nor shall they befixgaries of, or have any rights, claims, or iests in or to, any life insurance policies or
annuity contracts (or the proceeds therefrom) nawves or which hereafter may be acquired by SystgRdlicies"). The assets of Systems
and such Policies (if any) shall be, and remaia,géneral and unrestricted assets of Systemscipartis and their Beneficiaries are and have
the status of general unsecured creditors of Systand the Plan constitutes a mere unfunded aretured promise of Systems to make
benefit payments in the future. Any trust creatg@hstems and any assets held in such trust tet&stems in meeting its obligations under
the Plan shall conform to the terms of the modedttdescribed in Revenue Procedure 92-64 of tleeriat Revenue Service.

10.2 Nonassignability. Neither a Participant n@emeficiary nor any other person shall have anlgtrig commute, sell, assign, transfer,
pledge, anticipate, mortgage, or otherwise encunabenate, hypothecate, or convey in advance tighceceipt any amounts payable under
the Plan, or any part thereof, all of which are] alt rights to which are, nonassignable and nasfexable. No part of any amounts payable
under the Plan shall, prior to actual payment,usest to attachment, garnishment, or seizuredemiayment of any debts, judgments,
alimony, child support, or separate maintenanceddwyea Participant or any other person nor be tesable by operation of law in the event
of a Participant's or any other person's bankruptdgpsolvency.
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10.3 Not a Contract of Employment. The terms antlitmns of the Plan and of any Deferral Agreemaritered into pursuant to the Plan
shall not be deemed to constitute a contract ofleynpent between Systems and a Participant, andteipant (or a Participant's Beneficia
shall have no rights against Systems under the éX¥e@pt as may be specifically provided in the PMareover, nothing in the Plan shall be
deemed to give a Participant any right

(i) to be retained in the employ or other serviE&ystems for any specific length of time, (ii)itderfere with the right of Systems to
discipline or discharge the Participant at any ti(iig to hold any particular position or respapiity with Systems, or (iv) to receive any
particular compensation from Systems.

10.4 Withholding; Payroll Taxes. To the extent rieggh by applicable laws in effect at the time papseare made under the Plan, Systems
shall withhold from such payments any taxes or otidigations required to be withheld from such payts by federal, state, or local laws.

10.5 Participant Cooperation. Each Participantl slealperate with Systems by furnishing any andnédirmation requested by Systems to
facilitate the payment of benefits under the Plgntaking such physical examinations as Systemsdeayn necessary for insurance or other
purposes, and by taking such other actions asmabomay be requested by Systems.

10.6 Incompetency. If the Committee or its delegatsonably determines that any Participant or figary to whom a benefit is payable
under the Plan is unable to manage his or her dfairsabecause of illness or accident, then anymgayt due such Participant or Beneficiary
(unless prior claim therefor shall have been mada Buly authorized guardian or other legal repregere) may be paid, upon appropriate
indemnification of Systems, to the person deemethbyCommittee or its delegate to have currentaesipility for the handling of the affairs
of such Participant or Beneficiary. Any such paytrsall be a payment for the account of the Pauiat or Beneficiary and shall be a
complete discharge of any liability of Systems #fer.

10.7 Governing Law. The provisions of the Plan Ishalgoverned by and construed according to ths lafvthe State of Nebraska.

10.8 Number and Gender. Unless the context othemeiguires, for all purposes of the Plan, wordhénsingular number include their plural,
words in the plural include their singular, and dspf one gender include the other genders.

10.9 Section Titles. The titles of the various et of the Plan are for convenient reference anlg shall not be considered in the
interpretation of the Plan.

10.10 Severability. If any provision of the Plardetermined by any court to be invalid, then sustalidity shall not affect any other provisi
of the Plan to which effect reasonably can be giv@hout such invalid provision; and for such puspdhe provisions of the Plan shall be
severable from one another.
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10.11 Successors. The provisions of the Plan bediinding upon and inure to the benefit of Systexash Participant, and each Beneficiary
and their respective heirs, personal representtstecessors, and permitted assigns (if any).

10.12 Unfunded Plan. The Plan is and shall be w#dmwithin the meaning of the Employee Retiremanbine Security Act of 1974
("ERISA") for purposes of Title | of ERISA and forcome tax purposes.

10.13 Credit for Prior Service. In the sole disiorebf the Committee, a Participant may receivelitfer purposes of Section 6.2 for his or
her prior employment with an employer whose busngsicquired by Systems.

10.14 Effective Date. The Plan became effectivdun 17, 1996, upon its approval by the Board.

10.15 Transition Provisions. The amendments oPtaa approved by the Board on November 16, 1999apply to Plan Years beginning
after December 31, 1999, and to Deferral Agreememiisred into after November 16, 1999. Except hsratise provided in this Section
10.15, Deferral Agreements in effect on Novemberl®®9, will remain in effect in accordance witleithterms; however, no deferrals of
Base Salary or Incentive Compensation shall be raader such Deferral Agreements for Plan Years 4889, and as of the first business
day of 2000, the balance in a Participant's Deffércaount as of the close of business on Decembge 399, shall be transferred to the
Deemed Investments selected by such Participaat before December 31, 1999. The Committee ordlsghte shall provide to each
Participant who is expected to have a Deferral Aattalance on December 31, 1999, a form for magirgh Deemed Investment selection;
if a Participant fails to make such selection by &maber 31, 1999, then, as of the first businesf2900, such Participant's Deferral
Account balance shall be transferred to a Deemegkstment selected by the Committee, subject to Bacticipant's right to subsequently
select other Deemed Investments in accordancethétPlan. For purposes of making the transfer medeto in this Section 10.15, the balance
in a Participant's Deferral Account shall meantialance in such Participant's Termination Event8ctount (as defined in the Plan prior to
the amendment of the Plan on November 16, 1998)r for December 31, 1999, each Participant whoemésred into a Deferral Agreement
in effect for Plan Years prior to 2000 may electrguant to Section 7.3 and on a form provided ByGbmmittee or its delegate, to receive
or her Deferral Benefit under such Deferral Agreetrad the end of any Plan Year after 1999 to wisieth Deferral Agreement originally
pertained. A Participant who has entered into abaf Agreement which is in effect on November 1899, may enter into a new Deferral
Agreement for Plan Years after 1999.
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Exhibit 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 1999

STATE OR COUNTRY
SUBSIDIARY OF INCORPORATION

CSG Systems, Inc. Delaware

CSG International Limited United Kingdom



EXHIBIT 23.01
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports includedhistAnnual Report on Form 10-K, into
the Company's previously filed Registration Statenfiéle No.'s 333-10315, 333-48451 and 333- 83715.

Omaha, Nebraska,

March 24, 200(



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM ANNUAL REPORT ON FORM 10-K
AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SOH 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 48,67¢
SECURITIES 0
RECEIVABLES 79,67
ALLOWANCES 2,97¢
INVENTORY 0
CURRENT ASSET¢ 130,19!
PP&E 58,37:
DEPRECIATION 31,86¢
TOTAL ASSETS 274,96¢
CURRENT LIABILITIES 98,10:¢
BONDS 59,28¢
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 52¢
OTHER SE 116,33¢
TOTAL LIABILITY AND EQUITY 274,96¢
SALES 322,16:
TOTAL REVENUES 322,16:
CGS 132,12:
TOTAL COSTS 132,12:
OTHER EXPENSES 34,38¢
LOSS PROVISION 0
INTEREST EXPENSE 7,214
INCOME PRETAX 95,92¢
INCOME TAX 36,05¢
INCOME CONTINUING 59,87
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 59,87
EPS BASIC 1.1¢
EPS DILUTED 1.1C

1In thousands except per share ama



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 Cappéashes 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.

RELIANCE ON CCS

The Company derived approximately 78.3% and 78.0%6 ¢otal revenues from its primary product, Commitations Control System, and
related products and services (collectively, "COB'the years ended December 31, 1999 and 199%atrgely. CCS is expected to provide
the substantial majority of the Company's totabrawes in the foreseeable future.

The Company continues to develop new products andces to address the evolving needs of its neheaisting clients as they roll out new
product offerings and enter new markets. A subgthportion of the Company's new products and ses/require enhancements to the core
functionality of CCS. There is an inherent risk@dhnical problems in maintaining and operating G8&s complexity is increased. The
Company's results will depend upon continued maakeéptance of CCS, as well as the Company'syatulitontinue to adapt, modify,
maintain, and operate CCS to meet the changingsnafeits clients without sacrificing the reliabylior quality of service. Any reduction in
demand for CCS would have a material adverse effethe financial condition and results of openagiof the Company.

AT&T RELATIONSHIP

Contract Rights and Obligations

The AT&T Contract includes minimum financial comménts by AT&T over the 1§ear life of the contract, and includes exclusights for
the Company to provide customer care and billiragdpcts and services f



AT&T's offerings of wireline video, all Internettjih speed data services, residential wireline telaplservices, and print and mail services.
Since execution of the AT&T Contract in Septemb@®7through December 31, 1999, the Company hagssitdly converted
approximately 11 million AT&T cable television costers onto its system, bringing the total of AT&Istomers on the Company's syster
approximately 14 million.

The AT&T Contract provides certain performanceesida and other obligations to be met by the Comp#@hg Company is subject to various
remedies and penalties if it fails to meet the grenfince criteria or other obligations. The Compiarglso subject to an annual technical audit
to determine whether the Company's products anicssrinclude innovations in features and functitired have become standard in the
wireline video industry. If an audit determines tbempany is not providing such an innovation arfdils to do so in the manner and time
period dictated by the contract, then AT&T wouldrbkeased from its exclusivity obligation to theemt necessary to obtain the innovation
from a third party.

To fulfill the AT&T Contract and to remain compéii, the Company believes it will be required teelep new and advanced features to
existing products and services, as well as newumtsdand services, all of which will require subsit research and development and
implementation and operational aptitude. AT&T Haes tight to terminate the AT&T Contract in the ewvehcertain defaults by the Company.
To date, the Company believes it has complied thighterms of the contract. The termination of tHe&&A& Contract or of any of AT&T's
commitments under the contract would have a maiadizerse effect on the financial condition andiltssof operations of the Company.

Business Activities and Dependence On AT&T

AT&T completed its merger with TCI in March 1999dahas consolidated the TCI operations into AT&T &tband. During the year ended
December 31, 1999 and 1998, revenues from AT&Tadfiliated companies represented approximately %0ahd 37.4% of total revenues,
respectively. The Company expects a similar peagpgnof its total revenues to be generated from ATi&Z000.

AT&T began its efforts to provide convergent comiications services in several United States citigtng 1999 and expects to continue
these efforts in 2000. The Company is working diosath AT&T to provide customer care and billingrsices to customers in those cities.
The convergence of video, telephony and Intern&ices in the residential market is still in it§ancy. As a result, the degree to which
converged, broadband services meet with consunceptance and capture significant market sharedisidative. Further, there may be
customer care and billing needs of the broadbandwuer that are not foreseen by the Company, c€tmepany's technological solutions
may prove unable to meet the new and unique nddtie converging communications markets. The Compapects to continue performi
successfully under the AT&T Contract, but its fa@ldo do so would have a material adverse effe¢heriinancial condition and results of
operations of the Company.

Historically, a substantial portion of the Compamgvenue growth resulted from the sale of softvaait professional services to AT&T, both
of which are in excess of the minimum financial coitments included in the contract. There can bassurance that the Company will
continue to sell products and services to AT&Taeass of the minimum financial commitments includtethe contract.

AT&T's Planned Merger with MediaOne

AT&T and MediaOne have agreed to merge, with AT&lny the surviving entity. MediaOne has approxityae2 million cable television
customers, and approximately 1.0 million of thesstemers are currently being processed on the Coyigosystem. The Company is hopeful
that it will have the opportunity to convert thema@ining MediaOne customers onto its system so@n dfe acquisition is complete. There are
a number of uncertainties concerning the transactiowever, including its timing and any structwperational or other limitations that may
be imposed by governmental authorities. Shouldréresaction not be consummated, should it be $ogmifly delayed or its structure or
operational authority be altered materially, it nfeawe a material adverse impact upon the compabiliy to sustain its growth in the
wireline video customer care and billing market.

RENEWAL OF TIME WARNER CONTRACTS



During the years ended December 31, 1999 and 1898nues from Time Warner represented approxima@% and 14.1% of total
revenues, respectively. The Company provides ses\iz Time Warner under multiple, separate corgnaith various Time Warner affiliate
These contracts are scheduled to expire on vadates. The failure of Time Warner to renew congraepresenting a significant part of its
business with the Company would have a materiadagveffect on the financial condition and resoltsperations of the Company. America
Online, Inc. ("AOL") and Time Warner have announdtleeir intention to merge their companies. It wobédpremature to predict the impact,
if any, the successful consummation of this tratisaavould have on the financial condition or résuf operations of the Company.

CONVERSION TO THE COMPANY'S SYSTEMS

The Company's ability to convert new client sitefts customer care and billing systems on a tiaely accurate basis is necessary to meet
the Company's contractual commitments and to aehtswbusiness objectives. Converting multiplessiteder the schedules required by
contracts or business requirements is a difficudt @mplex process. One of the difficulties in th@version process is that competition for
the necessary qualified personnel is intense aa@€tdmpany may not be successful in attracting atadring the personnel necessary to
complete conversions on a timely and accurate baseinability of the Company to perform the corsien process timely and accurately
would have a material adverse effect on the restfiliperations of the Company.

INDUSTRY CONSOLIDATION AND DEPENDENCE ON CABLE TELE VISION 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. mythe years ended December 31, 1999 and 199€aimpany derived 75.8% and 77.7%,
and 15.5% and 13.0% of its total revenues from @origs in the U.S. cable television and U.S. anda@iam DBS industries, respectively. A
decrease in the number of customers served bydh®@ny's clients, loss of business due to non-reheficlient contracts, industry
consolidation, and/or changing consumer demanddnrices would adversely effect the results of atiens of the Company.

There can be no assurance that new entrants imteathie television market will become clients & @ompany. Also, there can be no
assurance that cable television providers willliessful in expanding into other segments of émverging communications markets. Even
if major forays into new markets are successfid,@lompany may be unable to meet the special biélimdycustomer care needs of that ma
The cable television industry is undergoing siguifit ownership changes at an accelerated pacdaCeteof these changes is that cable
television providers are consolidating, decreasiiregpotential number of buyers for the Company&lpcts and services. Currently, seven
providers account for 85% of the U.S. cable televisnarket and two providers account for almostehtre U.S. DBS market. The Company
processes at least a portion of the customersvi@iof the seven cable television providers, andfith of the DBS providers. For the year
ended December 31, 1999, approximately 83% of thrafany's total revenues were generated from corepaither under the control of, or
expected to come under the control of, these spr@rders. Consolidation in the industry may putisk the Company's ability to leverage
existing relationships. Should this consolidatiesult in a concentration of cable television cusibatcounts being owned by companies
whom the Company does not have a relationship,jthrwshom competitors are entrenched, it could rigght effect the Company's ability to
maintain or expand its market share, thereby adiyeedfecting the results of operations.

NEW PRODUCTS AND RAPID TECHNOLOGICAL CHANGE

The market for customer care and billing systenth&racterized by rapid changes in technology auilghly competitive with respect to the
need for timely product innovations and new prodoitbductions. The Company believes that its feitsmccess in sustaining and growing
annual revenue per customer account depends updnwed market acceptance of its current prodintsyding CCS, and its ability to
enhance its current products and develop new ptedinat address the increasingly complex and englaeeds of its clients. Substantial
research and development will be required to mairitee competitiveness of the Company's produatissanvices



in the market. Development projects can be lengtig/costly, and are subject to changing requiresn@nbgramming difficulties, a shortage
of qualified personnel, and unforeseen factors whin result in delays. In addition, the Compartyiscally responsible for the
implementation of new products, and depending utperspecific product, may also be responsible parations of the product. There is an
inherent risk in the successful implementation apérations of these products as the technolog@aptexity increases. There can be no
assurance (i) of continued market acceptance dEtmpany's current products, (ii) that the Compaiilybe successful in the timely
development of product enhancements or new prodlatsespond to technological advances or changiegt needs, or (iii) that the
Company will be successful in supporting the impdatation and/or operations of product enhancenwemniew products.

CONVERGING COMMUNICATIONS MARKETS

The Company's growth strategy is based in largeqmathe continuing convergence and growth of ditdectelevision, DBS,
telecommunications, and on- line services markktsese markets fail to converge, grow more slothign anticipated, or if providers in the
converging markets do not accept the Company'sisoltor combining multiple communications servidesa customer, 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 potential clients. In additioon® independent providers are entering
into strategic alliances with other independenvters, resulting in either a new competitor, @ompetitor(s) with greater resources. Many
of the Company's current and potential competienge significantly greater financial, marketing;heical, and other competitive resources
than the Company, and many already have significaé@tnational operations. There can be no assardrat the Company will be able to
compete successfully with its existing competitmrsvith 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\yes that its future success also
depends on its ability to attract and retain higdkifled technical, managerial, operational, andk®etng personnel, including, in particular,
additional personnel in the areas of research amdldpment and technical support. Competition falified personnel is intense, particule

in the areas of research and development and tsdhsipport. The Company may not be successfutraciing and 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 seesj may fluctuate depending on various
factors, including the timing of executed contraantsl the delivery of contracted services or pragjubie cancellation of the Company's
services and products by existing or new cliets Hiring of additional staff, new product develaprhand other expenses, and changes in
sales commission policies. No assurance can ba ¢nad results will not vary due to these factévsthe Company's overall revenue grows,
so too does the risk associated with meeting firdexpectations for revenue derived from its saftevand services offerings. As a result,
there is a proportionately increased likelihood tha Company may fail to meet revenue and earrémgsctations of the analyst community.
With the current volatility of the stock market,ostdd the Company fail to meet analyst expectatlmneven a relatively small amount it wo
most likely have a disproportionately negative ietpgpon the market price for the Company's comntocks



DEPENDENCE ON PROPRIETARY TECHNOLOGY

The Company relies on a combination of trade seardtcopyright laws, nondisclosure agreementspéimet contractual and technical
measures to protect its proprietary rights in itsdpicts. The Company also holds a limited numbgraténts on some of its newer products,
and does not rely upon patents as a primary mdgmetecting its rights in its intellectual propgrihere 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 staffir
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 managgessfully the risks related to selling its praduand services in international markets.

INTEGRATION OF ACQUISITIONS

As part of its growth strategy, the Company seekacquire assets, technology, and businesses wioichl 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 understanddasaless practices, the diversion of managemattt'stion to the assimilation of acquired
operations and personnel, potential adverse saort-¢ffects on the Company's operating resultsttamadmortization of acquired intangible
assets.

SYSTEM SECURITY

The end users of the Company systems are contilyjuomsnected to the Company's products throughrigtyaof public and private
telecommunications networks. The Company has ptamgegrate the Internet more closely into itsdurct offerings thereby permitting, for
example, a customer to use the Internet to revmmunt balances, order a pay per view event orggesimilar account management
functions. The Company also operates an extensteenial network of computers and systems used tageinternal communications,
financial information, development data and the.likhe Company's product and internal communicati@iworks and systems carry an
inherent risk of failure as a result of human eramts of nature and intentional, unauthorizeccttdrom computer "hackers." Opening up
these networks and systems to permit access viatdmmet increases their vulnerability to unauihed access and corruption, as well as
increasing the dependency of the systems' religloifi the availability and performance of the Intts infrastructure. Certain system sect
and other controls for CCS are reviewed annuallgiyndependent party. The Company has recentlgrgnde a security review of its
internal systems by an independent party, andrigetly implementing a plan intended to minimize tisk of an unauthorized access to the
networks and systems.

The method, manner, cause and timing of an exteimtetuption or outage in the Company's networnksystems is impossible to predict.

a result, there can be no assurances that the riestand systems will not fail, nor that the Comparusiness recovery plans will adequately
mitigate any damages incurred as a consequeneéddition, should the Company's networks or systeensignificantly compromised, it
would most likely have



material adverse effect on the operations of the@y, including its ability to meet product deliy®bligations or client expectations.
Likewise, should the Company's networks or systexperience an extended interruption or outage, teie security compromised or data
lost or corrupted, it would most likely result in asmmediate loss of revenue, as well as damagiageputation of the Company. Any of these
events could have both an immediate, negative itngaan the Company's short term revenue and mgfiectations, as well as its long term
ability to attract and retain new clients.

PRODUCT OPERATIONS AND SYSTEM AVAILABILITY
The Company's product operations are run in botinfneane and distributed system computing environsieas follows:

Mainframe Environment

CCS operates in a mainframe data processing ceraeaged by FDC (the "FDC Data Center"), with eretsigispersed throughout the
United States and Canada. These services are ptbuittler an agreement with FDC that is scheduleapive in December 2001. The
Company believes it could obtain mainframe datzg@ssing services from alternative sources, if resrgs The Company has a business
recovery plan as part of its agreement with FDQughthe FDC Data Center suffer an extended busiméssuption or outage. This plan is
tested on an annual basis.

Distributed Systems Environment

The Company also operates certain of its new pitcajyalications in its own distributed systems dqatacessing center (the "CSG Data
Center") for the benefit of certain clients. Typligathese distributed product applications integdo and operate in conjunction with CCS via
telecommunication networks. The Company is curyeiniplementing its business recovery plan for ti83Data Center. The Company has
extensive experience in running applications withia mainframe computing platform, and only witthe last few years, began running
applications within the CSG Data Center. In additihe mainframe computing environment and rels&getinology is mature and has proven
to be a highly reliable and scaleable computin¢fgien. The distributed systems computing platfosmot at the same level of maturity as
mainframe computing platform.

The end users of the Company systems are contilyuomisnected to the Company's products throughrietyeof public and private
telecommunications networks, and are highly depeindeon the continued availability of the Comparsystems to conduct their business
operations. Should the FDC Data Center or CSG Datsder, or any particular product application deinal system which is operated within
the data centers, as well as the connecting teleeoritations networks, experience an extended bssiinéerruption or outage, it could have
an immediate impact to the business operationseo€Company's clients, which could have a matedaéese effect on the financial condition
and results of operations of the Company.

YEAR 2000

The Company's business is dependent upon variouputer software programs and operating systemaittiae dates and process data
beyond the year 2000. If the actions taken by tbe@any to mitigate its risks associated with thary2000 are inadequate, there could be a
material adverse effect on the financial conditioal results of operations of the Company. See "gamant's Discussion and Analysis of
Financial Condition and Results of Operations" for

additional discussion of the Company's effortsddrass the year 2000 risks.
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