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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)

[XJANNUAL REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934
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OR
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EXCHANGE ACT OF 1934
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Commission file number 0-27512

CSG SYSTEMS INTERNATIONAL, INC.
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Securities Registered Pursuant to Section 12(l)eofAct: None

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

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

Indicate by a check mark if disclosure of 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 3Q120as $1,589,472,74



Shares of common stock outstanding at March 231 289,386,958.
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Item 1. Business
General

CSG Systems International, Inc. (the "Company"@8G") was formed in October 1994 and acquiredfat® outstanding stock of CSG
Systems, Inc. (formerly Cable Services Group, Ifroin First Data Corporation ("FDC") in Novemberdd9(the "CSG Acquisition"). CSG
Systems, Inc. had been a subsidiary or divisioRRE from 1982 until the acquisition.

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

Company Overview

The Company provides customer care and billingtswia worldwide for the converging communicationarkets, including cable television,
direct broadcast satellite ("DBS"), telephony, orelservices and others. The Company's productsemites enable its clients to focus on
their core businesses, improve customer serviger aew markets and operate more efficiently. Then@any offers its clients a full suite of
processing and related services, and software @fdgsional services which automate customer aatébling functions. These functions
include set-up and activation of customer accowgaties support, order processing, invoice caladaproduction and mailing, management
reporting, and customer analysis for target manketfihe Company's products and services combinestiadility and high volume
transaction processing capabilities of a mainframagorm with the flexibility of client/server ardlcture. The Company generated revent
$398.9 million in 2000 compared to $322.2 millionli999, an increase of 24%, and revenue grew atn@aund annual growth rate of 32%
over the five-year period ended December 31, 2000.

The Company has established a leading presencevajoghing strategic relationships with major papats in the cable television and DBS
industries, and derived approximately 78% and 16%sdotal revenues in 2000 from U.S. cable tedeonn and U.S. and Canadian DBS
providers, respectively. The Company provides austocare and billing to one-third of the househahdde U.S. During 2000 and 1999, the
Company derived approximately 74% and 79%, resygagtiof its total revenues from processing andtesl services. Total domestic
customer accounts on the Company's processingsystef December 31, 2000 were 35.8 million, cormgao 33.8 million as of December
31, 1999, an increase of 6%. The Company conveppdoximately 1.25 million new customer account®ats processing system during
2000. The Company received $8.42 in processingwex@er video account in 2000 compared to $8.A3®@9, and $5.05 in processing
revenue per Internet account in 2000 compared fol$der account in the previous year.

The convergence of communications markets and gigpadmpetition are increasing the complexity anst o managing the interaction
between communications companies and their cusgr@aistomer care and billing systems coordinatasgécts of the customer's interac
with a communication company, from initial set-ugactivation, to service activity monitoring, thigh billing and accounts receivable
management. The growing complexity of communicatiservices and the manner in which they are package priced has created
increased demand for customer care and billingeaystwhich deliver enhanced flexibility and funcadity. Because of the significant level
technological expertise and capital resources redud develop and implement such systems sucdlyssfie majority of cable television,
DBS, and wireless service providers have electeditsource customer care and billing.

AT&T Contract and Asset Acquisition

In September 1997, the Company purchased certtiimese technology assets that were in developnrent fTele-Communications, Inc.
("TCI") and entered into a 15-year exclusive cocttmgith a TCI affiliate to consolidate all TCI costers onto the Company's customer care
and billing system. In March 1999, AT&T completésl inerger with TCI and consolidated the TCI operstiinto AT&T Broadband
("AT&T"). The



Company continues to service AT&T under the terithe 15-year processing contract (the "AT&T Coatfa The Company generates a
significant portion of its total revenues under K& T Contract. See "Management's Discussion andlysis of Financial Condition and
Results of Operations" for additional discussiohaf AT&T Contract and the Company's businessicglahip with AT&T.

Growth Strategy
The Company's growth strategy is designed to peokédenue and profit growth. The key elements efstihategy include:

Expand Core Processing Business. The Company evitirtue to leverage its investment and expertidggh-volume transaction processing
to expand its processing business. The processisigdss provides highly predictable recurring rexssnthrough multi-year contracts with a
client base that includes leading communicationgice providers in growing markets. The Companyeéased the number of customers
processed on its systems from 18.0 million as afdbeber 31, 1995 to 35.8 million as of December2BD0, a compound annual growth rate
for this period of 15%. The Company provides a $ulite of customer care and billing products andises that combine the reliability and
high volume transaction processing capabilitiea ofainframe platform with the flexibility of cliefserver architecture.

Introduce New Products and Services. The Compaswylsignificant installed client base to whichahcsell additional value-added products
and services. The Company received $8.42 in promessvenue per video account in 2000 compared t63%in 1998, and $5.05 in
processing revenue per Internet account in 200(peoad to $3.75 per account in 1998. The increapeocessing revenue per account rel
primarily to (i) increased usage of ancillary sees by clients, (ii) the introduction of new prothuand services, and (iii) price increases
included in client contracts. In addition, the Canp continues to roll out new software applicatiand provide professional services to
enhance and extend the functionality of its custoraee and billing solution and also to support@wmpany's clients' initiatives for new
revenue opportunities. Software and professionaises revenues were $104.1 million in 2000 comgane$44.8 million in 1998. This
increase relates primarily to higher demand forGenpany's customer relationship management, eatec, and workforce automation
software applications.

Enter New Markets. As communications markets cage/ethe Company's products and services can &eildfficient entry into new markets
by existing or new clients. For example, as thdectdievision providers expand into on-line sersidhe Company will offer the customer
care and billing solutions necessary to meet thesds. The Company plans to enter new markets,asuttie HSD/ISP and Internet protocol
("IP") markets, that with new and/or acquired teabgy, or modifications to the Company's existiaghnology, could be served by the
Company's customer care and billing solutions.

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

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

Pursue International Opportunities. The Company&ness strategy includes a commitment to the ntiakef its products and services
internationally, and the Company has acquired atabéished operations outside of the U.S.

CSG Products and Services

A background in high-volume transaction processtognplemented with world- class applications sofeyallows CSG to offer the most
comprehensive, pre- integrated products and serticthe communications market,
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serving video, data and voice providers and hagdiihaspects of the customer lifecycle. Since 195G has invested an average of 12% of
revenues in R&D. This has allowed the Company togase its offering from two products to more tBanListed below are several of the
key products offered by the Company.

Communications Control System (CCS(R)) is the Camfsacore customer care and billing system. CCSheawdle more than 100 million
customer accounts without significant capital irieents by the Company. CCS lets customer servigresentatives ("CSRs") enroll new
customers, modify services for current customettsedule installation and repairs, and procesabilli

Advanced Customer Service Representative(R) (ACHR¢R Windows-based software program that prav/id8Rs with a complete view of
a customer's account, easily showing all the cust@nservices. Add-on modules include: ComputeeBdsaining--a tutorial system; and
Application Object Interface--which develops cusiped applications and requests special status epdia@m the ACSR system.

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

Enhanced Statement Presentation(R) (ESP(R)) letsteltailor logos, graphics, and messages on mgstmvoices--turning a monthly bill
into an easy-to-read communications and marketiof t

Customer Interaction Tracking(R) (CIT(R)) captucestomer-related interactions, tracking customgrype and subject, and featuring a
planner for scheduling follow-ups and reminders.

ACSR-T, is a telephony billing solution that allowviders to offer this line of business via agsinbilling platform. Through a flexible
platform, it integrates ordering and provisioningdétions, and offers robust call rating capability.

CSG High Speed Data enables providers to offegllesind service customers of this line of busingasa single billing platform. Its
specialized functionality helps CSRs reduce avecatldimes and improve customer service.

Financial Services is a group of financial applimas that automates credit verification, certaiocamts receivable functions and payment
methods via the CSR's desktop. The applicatiorladec

Credit Verification Service/Risk Management Systhiat automates risk assessment, reducing finanskaby identifying high-risk
customers.

Paybill Advantage(R) lets customers have theislzlitomatically debited from their checking accsunt

Credit Card Processing Services uses atione-or recurring credit card transaction to auttoadly collect payments for monthly services ¢
special circumstances, such as a delinquent custome

Collections Service automates the accounts reckeiatd collections systems for clients, increasewpvery rates and reducing costs.
Cash Register Receipts allows for enhanced handfifignt counter and payment center transactions.

Call Center ExpressSM is a suite of products thatnotes customer self- care and improves CSR effai. The following are applications
included in this suite:

CSG Info Express(TM) allows customers to use imt@ra voice response ("IVR") technology to complegetain tasks such as checking
account balances or ordering a pay-per-view evehelps to reduce staffing requirements and deereastomer wait times.
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CSG Screen Express(R) helps to reduce customeimah via instant messaging directly to call ce@8R's desktops. Additionally, this
product delivers real-time call center performaimeicators such as call hold times and number ti$ aaqueue.

CSG Statement Express(R) presents the statemege ivi@ an online viewing system allowing the CSRdwe time when assisting custon
with bills. This application electronically storestrieves, distributes and prints a statementtbxas it appears to customers.

CSG Direct SolutionsSM allows access to CSG's-stfathe art statement presentation solutions regardfessling system in use. It provid
an attractive cost-saving advantage to in-hougerstnt printing.

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 asthgrinodels based on types of services to whicin thistomers subscribe.

CSG Workforce ExpressSM is a suite of products éfffatiently dispatches field technicians, providegomatic and manual routing of work
orders, and workforce management functions. It eotseach technician with the customer care atiddgystem through a harfteld device
(CSG TechNet(TM)), which presents information irthg the route to the next job and background enctistomer.

CSG Care Express(TM) is a web-based applicationighray end-user customers with self-care optiorehsas the ability to sign up for new
services, add or modify existing services, and marheir convergent account. Additionally, the #lagic bill presentment and payment
feature allows endiser customers to view and pay bills via the Irgeriihis product also maintains the previous merdtatements online a
notifies customers of new statements via e-mail.

CSG.net(TM) is an end-to-end customer care anmgiiolution for the IP market. This highly scalkasolution offers real-time service plan
creation and modification, real-time rating funatdity, and robust financial and reporting capailesi.

CSG NextGen(TM) is a pre-integrated, next-genenatiosstomer care and billing solution that suppootsvergent services over multiple
delivery networks. This software application allosssnmunications companies to meet specific neetla eustomizable platform that can
accommodate multiple languages and multiple curesnc

Clients

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

AOL Time Warner DirecTV AT&T Broadband (includesrfioer TCI and MediaOne)

Echosta r Communications
Adelphia Communications Corporation Corpora tion
Charter Communications Mediaco m Communications
Cox Communications Prodigy Communications
Corpora tion

During the years ended December 31, 2000, 19991888, revenues from AT&T represented approximai€lyt%, 50.5%, and 37.4% of
total revenues, and revenues from AOL Time Warner &nd its affiliated companies ("AOL Time Warna€presented approximately 8.3%,
10.2%, and 14.1% of total revenues, respectivedg.'Management's Discussion and Analysis of Firsu@ondition and Results of
Operations" for discussion of the Company's contrdith AT&T. The Company has separate processimgergents with multiple affiliates
AOL Time Warner and provides products and serviogeem under separately negotiated and executadacts.
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Client and Product Support

The Company's clients typically rely on CSG for oimg support and training needs relating to the gamy's products. The Company has a
multi-level support environment for its clients. The Camys Product Support Center operates 24 hourg,as€daen days a week. Clients |
an 800 number and through an automated voice respanit, direct their calls to the specific prodsigpport areas where the questions are
answered. In addition, each client has a dedicatedunt manager. This professional helps cliersisive strategic and business issues. The
Company has a full-time training staff and condwutgoing training sessions both in the field anidsatraining 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 regesod renewal of existing contracts within an antoAccount managers are supported
by direct sales and sales support personnel whexaerienced in the various products and servitasthe Company provides.

FDC Data Processing Facility

The Company outsources to FDC data processingedad computer services required for operatia®iCCS system and other CSG
products. The Company's proprietary software isindfDC's facility to obtain the necessary mainfeacomputer capacity and support
without making the substantial capital investméiat tvould be necessary for the Company to provigeservice internally. The Company's
clients are connected to the FDC facility througtombination of private and commercially providedworks. During 2000, the Company
renegotiated its services agreement with FDC. Bve agreement is cancelable only for cause, andescpune 30, 2005. The previous
agreement was scheduled to expire December 31, 2001

Research and Development

The Company's product development efforts are fedtas developing new products and improving exgstiroducts. The Company believes
that the timely development of new applications antdancements is essential to maintaining its ctitiyeeposition in the marketplace. The
Company's development efforts for 2000 were focyséedarily on the development of products to

. increase the efficiencies and productivity ofdlients' operations,
. address the systems needed to support the camar@f the communications markets,
. support a web-enabled, customer self-care amtretéc bill presentment/payment application,

. allow clients to effectively roll out new prodscind services to new and existing markets, sucésidential telephony, high-speed data/ISP
and IP markets (including CSG.net, the Company'B Affering to the ISP market), interactive servieg., video-on-demand), and

. address the international customer care anah@iliystem market.

The Company expects its development efforts todarusimilar tasks in 2001. Since 1995, the Comesyinvested an average of 12% of
its total revenues into R&D. The Company expectspend a similar percentage of its total revenuweR&D in the future.

The Company's total R&D expense was $42.3 mill&84.4 million, and $27.5 million for the years edd#ecember 31, 2000, 1999, and
1998, or 10.6%, 10.7%, and 11.6% of total reventgsgpectively. See "Management's Discussion andysiseof Financial Condition and
Results of Operations" for additional discussion.

Competition

The market for customer care and billing systembénconverging communications industries is higtdynpetitive. The Company competes
with both independent providers and in-house dgea®of customer management systems. The Compéiaydseits most significant
competitors are DST Systems, Inc., Convergys



Corporation, Portal Software, Inc., Kenan Systeandi{ision of Lucent Technologies, Inc.), AmdocsD,Tand in-house systems. As the
Company enters additional market segments, it égpgecncounter additional competitors. Some ofGbmpany's actual and potential
competitors have substantially greater financiarkating and technological resources than the Cagnpa

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 seeretl copyright laws, patents, license agreemeatsdisclosure and other contractual
provisions, and technical measures to protectrdpnetary rights. The Company distributes its pratd under service and software license
agreements which typically grant clients non-exekisicenses 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 fesror reselling arrangements a
variety of third-party technology and software prot$ that provide specialized functionality withti® own products and services. Although
the Company believes that its product and seniiggings conform with such arrangements and damfdhge upon the intellectual property
rights of the other parties to such arrangements other third parties, there can be no assurtdrateany third parties will not assert
contractual or infringement claims against the Canyp

Employees

As of December 31, 2000, the Company had a tota)8%3 employees, an increase of 301 from Deceihel999. 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 apjmately 164,000 square feet in Denver, Coloradosaamtunding 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 lea$er these facilities expire in the years 200btgh 2010.

The Company leases five facilities, totaling apjmately 277,000 square feet in Omaha, Nebraska Cidmpany utilizes these facilities
primarily for

(i) client services, training and product supp(it,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 2001 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, Berskshire, in the United Kimgdfor its U.K. operations. The lease
for this facility expires in 2002.

The Company believes that its facilities are adegfa its current needs and that additional sigtabace will be available as required. The
Company also believes that it will be able to edltbyases as they terminate. See Note 7 to the Qopisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.
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Item 3. Legal Proceedings

On September 27, 2000, the Company received a Defoairbitration from AT&T relating to the AT&T Catract the companies entered
into in 1997. The arbitration demand containeddtalaims. First, AT&T claimed that the Company Hfaited to fulfill certain of its
obligations under the contract with respect toptletsy software and services. Second, AT&T asked fdeclaratory judgment that the
exclusivity clause of the AT&T Contract does noplpto customers that were acquired by AT&T aftee@ution of the agreement with the
Company. Third, AT&T claimed that the Company haeldehed the Most Favored Nation clause of the aggae

On October 10, 2000, AT&T agreed to dismiss witbjypdice its Demand for Arbitration with the Compaity connection with the dismissal,
the companies agreed to amend the AT&T Contra&."Benagement's Discussion and Analysis of Findi@imdition and Results of
Operations" for additional discussion of this matte

From time-to-time, the Company is involved in ldtgn 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), Peter Blalk (Vice President and Chief Financial Offic&lward C. Nafus (Executive Vice
President), and J. Richard Abramson (Executive Piasident). The Company has employment agreemathteach of the executive

officers. Information concerning such executivdagfs appears in the following paragraphs:

Mr. Hansen, 60, is a co-founder of the Companylawibeen the Chairman of the Board and Chief Exec@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, Mr&tn was a General Partner of Hansen, Haddix asdcisges, a partnership which
provided advisory management services to supphiessftware products and services. From 1983 t®1B8B. Hansen was Chairman and
Chief Executive Officer of US WEST Applied Commugiions, Inc., and President of US WEST Data Sys@nosip.

Mr. Pogge, 47, 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 194d.,Pogge served as Vice
President and General Counsel of Applied Commuioicst Inc. Mr. Pogge holds a J.D. degree from Grteig University School of Law and
a BBA in Finance from the University of Houston.

Mr. Kalan, 41, joined the Company in January 198d was named Chief Financial Officer in October@®rior to joining CSG, he was
Chief Financial Officer at Bank One, Chicago, aedalso held various other financial managementtiposi with Bank One in Texas and
lllinois from 1985 through 1996. Mr. Kalan hold®8achelor of Arts degree in Business Administrafiam the University of Texas at
Arlington.

Mr. Nafus, 60, joined the Company in August 199&ascutive Vice President. From 1992 to 1998, Mafus served as Executive Vice
President of FDC and President of First Data lrateomal. Mr. Nafus was President of First Data Reses from 1989 to 1992, Executive
Vice President of First Data Resources from 1984980 and held various other management positigttistikat company since 1984. Mr.
Nafus holds a B.S. degree in Mathematics from JawmesCollege



Mr. Abramson, 52, joined the Company in March 2@8Genior Vice President and was named Executiwe Riesident in August 2000.
From 1998 to 2000, Mr. Abramson was President, Comoations & Media Unit for the Englewood-based Nesa of Networks, Inc.
(NEON). He was President and Chief Executive OffafeEvolving Systems, Inc., a provider of softwarel professional services to the
telecommunications industry, from 1996 to 1998 seived as Chairman, President/CEO of Prairie Sysfeom 1990 to 1996. From 1984 to
1990, Mr. Abramson served in various executivegelih Applied Communications, Inc. including Semtice President/GM and Director
of Sales. Mr. Abramson is a graduate of the Unitsersf Nebraska at Lincoln.
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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
2000
Firstquarter......cooovvvenvieiiieeieeeeee . $73.69 $37.81
Second qUAer....ccccveeeeeiiiiiee e . 60.00 40.88
Third quarter......ccccvvvcieeeees e 60.00 29.00
Fourth quarter......cccoocveveveeeeeneieeeee 50.25 27.94
High Low
1999
Firstquarter......cooovvveivieiiiieieeeaee . $41.63 $31.75
Second qUAer....coocvveeeeiciiiee e . 45.00 23.44
Third quarter......ccccvcvcieeees e 29.94 20.31
Fourth quarter......cccocceveveveeeeeneeeeeee 44,75 23.94

On March 23, 2001, the last sale price of the CamisaCommon Stock as reported by NASDAQ/NMS was @&3per share. On January 31,
2001, the number of holders of record of CommortiSteas 338.

Dividends

The Company has not declared or paid cash dividendis Common Stock since its incorporation. Tlenpany's debt agreement contains
certain restrictions on the payment of dividend=e Slote 4 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.

(in thousands, exce
Statements of Operations

Data:
Revenues:
Processing and related
SEeIVICES......covevnn. $294,809 $255,167 $
Software and professional
SErIVICES.....coveernnnnes 104,086 66,995
Total revenues............ 398,895 322,162
Expenses:
Cost of processing and
related services(1)....... 107,022 95,706

Cost of software and
professional services..... 44,515 36,415

Gross margin (exclusive of
depreciation).............. 247,358 190,041

Operating expenses:
Research and development:
Research and development... 42,338 34,388
Charge for purchased
research and
development(5)
Impairment of capitalized
software development
COStS(6)...eveeeernrennn.
Selling, general and
administrative:
Selling, general and
administrative............ 46,970 40,142
Amortization of noncompete
agreements and

goodwill(1)............... 643 4,889
Impairment of intangible
aSSetS(7)..eeeeiiuineann. - -
Stock-based employee
compensation(l)........... 48 280
Depreciation............... 12,077 10,190

Other income (expense):

Interest expense........... (5,808) (7,214)
Interest and investment

income, net............... 5,761 2,981
Other......cccoovvieeenne (32) 10

Total other............... (79) (4,223)

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

operations................ 145,203 95,929
Income tax (provision)
benefit(8)....... ........ (54,734) (36,055)

Income (loss) before
extraordinary item and

discontinued operations.... 90,469 59,874
Extraordinary loss from

ny(1)(2)

December 31,

1998 1997 1996

pt per share amounts)

191,802 $ 131,399 $113,422

44,838 40,405 18,875

236,640 171,804 132,297

82,198 73,148 67,122

25,048 16,834 7,123

107,246 89,982 74,245

129,394 81,822 58,052

27,485 22,586 20,206

~ 105484 -

- 11,737 -

34,769 29,583 21,915

5381 6,927 6,392
—~ 4707 -

297 449 3,570
8,159 6,884 5,121

76,091 188,357 57,204

53,303 (106,535) 848

(9,771) (5,324) (4,168)

2,484 1,294 844
(21) 349 -

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

45,995 (110,216) (2,476)

39,643 - -

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



early extinguishment of
debt(3)(5)....ccrvrrrenn. - -

Income (loss) from
continuing operations...... 90,469 59,874
Gain from disposition of
discontinued
operations(4)

Net income (loss)

Diluted net income (loss)

per common share(9):

Income (loss) available to

common stockholders....... $ 160 % 110 $
Extraordinary loss from

early extinguishment of

Gain from discontinued
operations

Net income (loss) available
to common stockholders.... $ 1.60 $ 1.10 $

Weighted average diluted
common shares

56,680 54,660

—  (577) (1,260)

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

- 7,922 --

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

1.62 $ (2.16)$ (.07)

- (01 (03)

- 15 -

1.62 $ (2.02)$ (.10)

52,991 50,994 43,746
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C ompany(1)(2)

Year e nded December 31,

2000 1999 1998 1997 1996

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

processed.......cccccvverennnn. 35,808 33,75 3 29,461 21,146 19,212
Balance Sheet Data (at Period

End):

Cash, cash equivalents and short-

term investments................ $ 43,733 $ 48,67 6 $ 39,593 $ 20,417 $ 6,134
Working capital.................. 81,317 32,09 2 7,060 3,518 4,430
Total assets(5)......... 332,089 274,96 8 271,496 179,793 114,910
Total debt(3)(5) 58,256 81,00 0 128,250 135,000 32,500
Stockholders' equity

(deficit)(1)(3)(5)(6)........... 191,169 116,86 2 60,998 (33,086) 41,964

(1) The Company was formed in October 1994 andiedj@all of the outstanding shares of CSG Systénags, formerly Cable Services
Group, Inc., from First Data Corporation ("FDC") Bovember 30, 1994 (the "CSG Acquisition"). The Quamy did not have any substant
operations prior to the CSG Acquisition. The CS@#isition was accounted for as a purchase and ¢inep@ny's Consolidated Financial
Statements (the "Consolidated Financial Statempsiiste the date of the acquisition are presentetth® new basis of accounting established
for the purchased assets and liabilities. The Compzcurred certain acquisition-related chargea essult of the CSG Acquisition. These
acquisitionrelated charges included periodic amortizationogfuired software, client contracts and relatednigifales, noncompete agreem
and goodwill, and stock-based employee compensdlioning 1997 and 1996, cost of processing andeglservices included $10.6 million
and $11.0 million, respectively, of amortizatiorperse for acquired software from the CSG Acquisituring 1999, 1998, 1997, and 1996,
cost of processing and related services include8l $#lion, $3.0 million, $4.0 million, and $4.1 hdn, respectively, of amortization exper
for client contracts and related intangibles fréva €SG Acquisition. Amortization expense relatethtononcompete agreement from the
CSG Acquisition was $0.4 million per month, and viidly amortized as of November 30, 1999.

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

(3) The Company completed an initial public offerifilPO") of its Common Stock in March 1996. Thengmany sold 6,670,000 shares of
Common Stock resulting in net proceeds to the Comypé $44.8 million. Such proceeds were used taydpng-term debt of $40.3 million
and to pay accrued dividends of $4.5 million on &edable Convertible Preferred Stock ("PreferrediSjoAs of the closing of the IPO, all
of the Preferred Stock was automatically conveiriéal 35,999,996 shares of Common Stock. The Companyred an extraordinary loss of
$1.3 million for the write- off of deferred finamg costs attributable to the portion of the loregat debt repaid.

(4) Contemporaneously with the CSG Acquisition, @mmpany 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 afteadgguisition in 1994.

(5) During 1997, the Company purchased certaimsoét technology assets that were in development frele-Communications, Inc.
("TCI") and entered into a 15-year processing @wmitwith TCI. In March 1999, AT&T completed its nger with TCI and has consolidated
the TCI operations into AT&T Broadband ("AT&T"). ECompany continues to service AT&T under the teofithe 15-year processing
contract (the "AT&T Contract"). The total purchgséce was approximately $159 million, with approsirely $105 million charged to
purchased research and development and the remaimiount allocated primarily to the AT&T Contrathe Company financed the asset
acquisition with a $150.0 million term credit fatil of which $27.5 million was used to retire tBempany's previously outstanding debt,
resulting in an extraordinary loss of $0.6 millifam the write-off of deferred financing costs ditrtable to such debt.

(6) During 1997, the Company recorded a mecurring charge of $11.7 million to reduce cersoftware assets to their net realizable val
of December 31, 1997.

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

(8) During 1998, the Company recorded an incoméemefit of $39.6 million related primarily to teémination of its valuation allowance
against its deferred tax assets. See Note 5 tGdheolidated Financial Statements for further dis@n.

(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 éffdxith splits. Diluted net income

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

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

The Company 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. These forward- looking statements arechaseassumptions about a number of important factord involve risks and uncertainties
that could cause actual results to differ materifsthm 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 review that section clogelyonjunction with Management's Discussion andlygia of Financial Condition and
Results of Operations.

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 teffvet to the split.

Stock Offering. In April 1998, the Company comptetesecondary public stock offering of approxima@®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 fromffeeing, nor incurred any expense.

14



Results of Operations

Year Ended
2000
% of
Amount Revenue Amoun
(in th

Revenues:

Processing and related
SEeIVICES............... $294,809 73.9% $255,1

Software and
professional services.. 104,086 26.1 66,9

Total revenues......... 398,895 100.0 322,1
Expenses:

Cost of processing and

related services....... 107,022 26.8 95,7

Cost of software and
professional services.. 44,515 11.2 36,4

Total cost of revenues. 151,537 38.0 132,1
Gross margin (exclusive

of depreciation)........ 247,358 62.0 190,0
Operating expenses:

Research and

development............ 42,338 10.6 34,3
Selling, general and

administrative:

Selling, general and

administrative......... 46,970 11.8 40,1
Amortization of

noncompete agreements

and goodwill........... 643 2 48
Stock-based employee

compensation........... 48 - 2
Depreciation............ 12,077 3.0 101
Total operating

expenses.............. 102,076 25.6 89,8
Operating income......... 145,282 36.4 100,1
Other income (expense):

Interest expense........ (5,808) (1.4) (7,2
Interest and investment

income, net............ 5761 14 29
Other......cccccveenee. 32) -

Total other............ 79) - 4,2
Income before income

taxes.....cooeveernns 145,203 36.4 95,9
Income tax (provision)

benefit................ (54,734) (13.7) (36,0
Net income............... $90,469 22.7% $59,8
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The following table sets forth certain financiataland the percentage of total revenues of the @agnfor the periods indicated.

December 31,

1999 1998

% of % of
t Revenue Amount Revenue

ousands)

67 79.2% $191,802 81.1%
95 20.8 44,838 18.9

62 100.0 236,640 100.0

06 29.7 82,198 34.7
15 11.3 25,048 10.6

21 41.0 107,246 45.3

41 59.0 129,394 54.7

88 10.7 27,485 11.6

42 124 34,769 14.7

14) (2.2) (9,771) (4.1)

81 9 2484 1.0

29 298 45995 19.5
55) (11.2) 39,643 16.7

74 18.6% $ 85,638 36.2%




Twelve Months Ended December 31, 2000 Comparedvielve Months Ended December 31, 1999
Revenues. Total revenues increased $76.7 millioB3@%, to $398.9 million in 2000, from $322.2 lioih in 1999.

Revenues from processing and related servicesasede$39.6 million, or 15.5%, to $294.8 million2®00, from $255.2 million in 1999. Of
the total increase in revenue, approximately 61% dige to the Company serving a higher number adbmess for its clients and
approximately 39% was due to increased revenueystomer. Customers served were as follows (inghods):

As of December 31,

. 33,310 32,326 984
. 1,984 1,350 634
514 77 437

. 35,808 33,753 2,055

The increase in the number of customers servedluaso the conversion of additional customers by aed existing clients to the
Company's processing system, and internal custgrogrth experienced by existing clients. During 20b@ Company converted and
processed approximately 1.25 million new custoroergs systems. As of December 31, 2000, the Cosnpad a total conversion backlog
approximately 5.0 million customers, which are estpd to be converted to the Company's processisigrsyduring 2001.

Total processing revenue per video and Internaiw@ovas as follows:

For the years ended
December 31,

Video ACCOUNL.......ccueeevieeiieeciee e ... $8.42 $8.03 4.9%
Internet ACCOUNt........cevvveveeeeeiiiiiiiiiins ... 5.05 471 7.2%

The increase in processing revenue per accoutésgbaimarily to (i) increased usage of ancillagyvices by clients, (ii) the introduction of
new products and services, and (iii) price increaseluded in client contracts.

Revenues from software and professional servicgeased $37.1 million, or 55.4% to $104.1 milliar2D00, from $67.0 million in 1999.
The Company sells its software products and prafeakservices principally to its existing clierdad® to (i) enhance the core functionality of
its service bureau processing application, (iy@ase the efficiency and productivity of its cl&rdperations, and (iii) allow clients to
effectively roll out new products and services ¢éovrand existing markets. The increase in reventiedas years relates to the continued
strong demand for the Company's existing softwandywcts, primarily its customer relationship mamagat and call center applications
(principally ACSR), and the rollout of additionadw products and services to meet the changing refele Company's client base.

Cost of Processing and Related Services. Processsig as a percentage of related revenues wed%36r 2000, compared to 37.5% for
1999. This decrease in costs as a percentageatédalevenues is due primarily to the decreaseriization of client contracts and related
intangibles by $3.1 million between years. Thisrdase in amortization expense is due primarihédient contracts and related intangibles
from the CSG Acquisition becoming fully amortizesia November 30, 1999 (such amortization was ##l8on in 1999).

Cost of Software and Professional Services. Theafaoftware and professional services as a ptagerof related revenues was 42.8% for
2000, compared to 54.4% for 1999. This decreasests as a percentage of
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related revenues is due primarily to (i) betterralideveraging of costs as a result of higherwafe and professional services revenues fc
year, and (ii) the timing of the sales cycle fom@oducts and service

Gross Margin. Overall gross margin increased $5¥lBon, or 30.2%, to $247.4 million in 2000, frof190.0 million in 1999, due primarily
to revenue growth. The overall gross margin asregmeage of total revenues increased to 62.0% @ 28bmpared to 59.0% in 1999. The

overall increase in the gross margin percentadeasprimarily to the increase in gross margin fiftveare and professional services as a r
of the factors discussed above, and to a lesseeeeg decrease in the amortization of client eatgrand related intangibles, as discussed
above.

Research and Development Expense. R&D expensesene$8.0 million, or 23.1%, to $42.3 million in02) from $34.4 million in 1999. As
a percentage of total revenues, R&D expense demidasl0.6% in 2000, from 10.7% in 1999. The Comypdid not capitalize any software
development costs during 2000 and 1999.

The overall increase in the R&D expenditures betwgeriods is due primarily to increased effortssemeral products which are in
development and enhancements of the Company'snexmioducts. The Company's development effort26@0 were focused primarily on
the development of products to:

. increase the efficiencies and productivity ofclients' operations,
. address the systems needed to support the ceamer@f the communications markets,
. support a web-enabled, customer self-care amtretéc bill presentment/payment application,

. allow clients to effectively roll out new prodscind services to new and existing markets, sucesidential telephony, high-speed data/ISP
and IP markets (including CSG.net, the Company'B Affering to the ISP market), interactive servieg., video-on-demand), and

. address the international customer care anah@iliystem market.

The Company expects its development efforts togamusimilar tasks in 2001 and expects to spemehitas percentage of its total revenues
on R&D in the future.

Selling, General and Administrative Expense. Sgllgeneral and administrative ("SG&A") expenseéaased $6.8 million, or 17.0%, to
$47.0 in 2000, from $40.1 million in 1999. As agenmtage of total revenues, SG&A expense decreasttl 8% in 2000, from 12.4% in 19
The increase in SG&A expense relates primariljheodontinued expansion of the Company's sales, geament, and administrative staff, ¢
increases in other sales and administrative cogtafiport the Company's overall growth.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodieitireased $4.2 million, or
86.8%, to $0.6 million in 2000, from $4.9 million 1999. The decrease in amortization expense igdiirely to the noncompete agreement
from the CSG Acquisition becoming fully amortizezia November 30, 1999.

Depreciation Expense. Depreciation expense incte®s® million, or 18.5%, to $12.1 million in 200@om $10.2 million in 1999. The
increase in expense relates to capital expenditneste throughout 2000 and 1999 in support of tlegalvgrowth of the Company. Capital
expenditures for 2000 were $22.2 million, compare#i12.0 million in 1999, and consisted principaify(i) computer hardware and related
equipment for both product and infrastructure neéjsstatement processing equipment, and (iigjlfées and internal infrastructure
expansion. Depreciation expense for all propertyequipment is reflected separately in the aggeegadl is not included in the other
components of operating expenses.

Operating Income. Operating income was $145.3 anilfor 2000, or 36.4% of total revenues, compape®tl00.2 million for 1999, or 31.1%
of total revenues. The increase between yearsselatthe factors discussed above.
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Interest Expense. Interest expense decreased $lichnor 19.5%, to $5.8 million in 2000, from $&million in 1999, with the decrease
attributable primarily to (i) scheduled principayments on the Company's long-term debt, andgiipnal prepayments on long-term debt
during 1999. The balance of the Company's long-tbebit as of December 31, 2000, was $58.3 milliompmared to $81.0 million as of
December 31, 1999, a decrease of $22.7 million.

Interest and Investment Income. Interest and imvest income increased $2.8 million, or 93.3%, t@%$8illion in 2000, from $3.0 million in
1999, with the increase attributable primarily toiacrease in operating funds available for investm

Income Tax Provision. The Company recorded an irctar provision of $54.7 million in 2000, or anesffive income tax rate of
approximately 38%. The Company's effective incoaxerate for 1999 was also approximately 38%. AB@efember 31, 2000, management
continues to believe that sufficient taxable incamikkbe generated to realize the entire benefitofieferred tax assets. The Company's
assumptions of future profitable operations argeugd by its strong operating performances ovetdht several years.

Twelve Months Ended December 31, 1999 Comparedviedve Months Ended December 31, 1998
Revenues. Total revenues increased $85.5 millioB6d %, to $322.2 million in 1999, from $236.6 linih 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 68% dige to the Company serving a higher number abmess for its clients and
approximately 32% was due to increased revenueystomer. Customers served were as follows (inghiods):

As of December 31,

4T =T o TSR . 32,326 28,596 3,730
INternet.......ccceeeivviieiicie e . 1,350 865 485
Telephony.......cccooooiiiiiniiiiieeee R A
Total...ooo oo . 33,753 29,461 4,292

The increase in the number of customers servediuaso the conversion of additional customers lwy aed existing clients to the
Company's processing system, and internal custgrogrth experienced by existing clients. During 199@ Company converted and
processed approximately 4.5 million new customergsystems, with approximately 3.4 million oéie new customers coming from
AT&T.

Total processing revenue per video and Internaiwdovas as follows:

For the years ended
December 31,

Video ACCOUNL.......ccueeivieeiieeciee e ... $8.03 $7.53 6.6%
Internet ACCOUNt.........ccovvvviiiiiiiiiiiiieeens ... 471 3.75 25.6%

The increase in processing revenue per accounésgbaimarily to a greater percentage of video @semg revenues in 1999 being generated
under the AT&T contract and price increases indilideclient contracts.

Revenues from software and professional servicgsased $22.1 million, or 49.4%, to $67.0 millioril099, from $44.8 million in 1998. T
increase in revenue between years relates to titenaed strong demand for the Company's existirfigveoe products, primarily its customer
relationship management and call center applicat{principally ACSR and CIT), and the rollout ofddtibnal new products (e.g., CSG
Workforce Express) to meet the changing needseo€Cibmpany's client base.
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Cost of Processing and Related Services. Processsig as a percentage of related revenues wes@3@r 1999, compared to 42.9% for
1998. This decrease in costs as a percentageatédalevenues is due primarily to better overakiaging of the direct processing costs as a
result of the continued growth of the customer seessed on the Company's system, offset bycaaase of $2.2 million in amortization
client contracts and related intangibles betweeamsy€Tlhis increase in amortization expense is dineapily to the amortization of the value
assigned to the AT&T Contract. Amortization relatedhe AT&T Contract was $3.3 million in 1999, cpated to $1.9 million in 1998.

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

Gross Margin. Gross margin increased $60.6 millar6.9%, to $190.0 million in 1999, from $129.4lion in 1998, due primarily to
revenue growth. The gross margin as a percentafggabievenues 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 custonhile controlling the cost of delivering sucmsees.

Research and Development Expense. R&D expensesene$6.9 million, or 25.1%, to $34.4 million in9B9 from $27.5 million in 1998. As
a percentage of total revenues, R&D expense demidasl0.7% in 1999, from 11.6% in 1998. The Comypdid not capitalize any software
development costs during 1999. The Company capa@lihird-party contracted programming costs ofaxmately $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 camt)¥99 and 1998, were $34.4 million, or 10.7%otéftrevenues, and $28.9 million, or
12.2% of total revenues, respectively.

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:

. increase the efficiencies and productivity ofdlients’ operations,
. address the systems needed to support the camer@f the communications markets,
. support a web-enabled, customer self-care amdretéc bill presentment/payment application, and

. allow clients to effectively roll out new prodsaind services to new and existing markets, suchsadential telephony, high-speed data/ISP
and IP markets.

Selling, General and Administrative Expense. SG&fense increased $5.4 million, or 15.5%, to $40llian in 1999, from $34.8 million il
1998. As a percentage of total revenues, SG&A espelrcreased to 12.4% in 1999, from 14.7% in 18B8.increase in SG&A expense
relates primarily to the continued expansion of@menpany's sales, management, and administratiffe @nd increases in other sales and
administrative costs to support the Company's divgrrawth.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodieitireased $0.5 million, or
9.1%, to $4.9 million in 1999, from $5.4 million i®98. The decrease in amortization expense ipdoerily to the noncompete agreement
from the CSG Acquisition becoming fully amortizezia 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 expenditneste throughout 1999 and 1998 in support of tlegadhgrowth of the Company, and
consisted principally of (i) computer hardware aeldted equipment for both product and infrastrretieeds, (i) statement processing
equipment, and (iii) facilities and internal infragcture expansion. Depreciation expense for alpprty and equipment is reflected separately
in the aggregate and is not included in the cos¢wénues or the other components of operatingresqse

19



Operating Income. Operating income was $100.2 anilfor 1999, or 31.1% of total revenues, compaoe®b3.3 million, or 22.6% of total
revenues in 1998. The increase between yearssétatke factors discussed above.

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, (ii) oi@repayments on long-term debt made
during 1999, and (iii) a decrease in interest ragggeen periods. The balance of the Company'stemg debt as of December 31, 1999, was
$81.0 million, compared to $128.3 million as of Bether 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 Taxes. The Company recorded an income tasgion of $36.1 million in 1999, or an effectivecbme tax rate of approximately 3¢
As of September 30, 1998, the Company had recadeduation allowance of $48.5 million against agrtof its deferred tax assets due to
the uncertainty that it would realize the incomelianefit from those assets. During the fourth tprasf 1998, the Company concluded that it
was more likely than not that it would realize drdire tax benefit from its deferred tax assetsaAesult, the Company eliminated the entire
valuation allowance of $48.5 million as of DecemBg&r 1998, which resulted in the Company reflectinget income tax benefit of $39.6
million for 1998.

Financial Condition, Liquidity and Capital Resources

As of December 31, 2000, the Company's principaftees of liquidity included cash, cash equivaleats] short-term investments of $43.7
million and a revolving credit facility with a bank the amount of $40.0 million, of which there wer borrowings outstanding as of
December 31, 2000. During the third quarter of 2068 Company began investing its excess cashdegan various short-term investments
(principally commercial paper). It is the Compangtent to maintain a lowisk, liquid portfolio to take advantage of invesinh opportunitie:
while providing a means to access such funds ifleeées a source of liquidity. See Note 2 to the garmy's Consolidated Financial
Statements for additional discussion of the stenmtinvestments. The Company's ability to borrowarthe revolving credit facility is
subject to maintenance of certain levels of elgitdceivables. At December 31, 2000, all of the G4illion revolving credit facility was
available to the Company. The revolving creditlfgcexpires in September 2002. The Company's waylkiapital as of December 31, 2000
and 1999 was $81.3 million and $32.1 million, respely.

As of December 31, 2000 and 1999, the Company ha8.$ million and $67.5 million, respectively, ietrbilled trade accounts receivable,
an increase of $61.4 million. The increase relptésarily to the Company's general revenue grovetfiveen years and the timing of the
billing and collection of several large softwararnsactions outstanding as of December 31, 20Q8articular, during 2000, the Company
accommodated a client's request to schedule thegyayterms for a large software transaction threeks across yearend to assist the client
in its capital planning. As of January 31, 200& @ompany had collected approximately $89.3 mi)lmm69%, of the total December 31,
2000 net billed trade accounts receivable, inclgdire large software receivable previously mentibi@ee Note 2 to the Company's
Consolidated Financial Statements for additionstassion of the Company's yearend accounts redeitsalance and its concentration of
credit risk.

The Company's trade accounts receivable balanbeleg billings for several non-revenue items, saglpostage, communication lines, travel
and entertainment reimbursements, sales tax, dadee items. As a result, the Company evaluasegdtformance in collecting its accounts
receivable through its calculation of days billirggstanding ("DBO") rather than a typical dayssalutstanding ("DSQ") calculation. DBO
is calculated based on the billing for the periogl(iding non-revenue items) divided by the avenagathly net trade accounts receivable
balance for the period. Accounts receivable refiéd@BOs of 72 days and 61 days for
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the fourth quarter and year ended December 31,,288pectively, compared to 55 days for both trertgu and year ended December 31,
1999. The increase in fourth quarter and annual ®B@ween years relates primarily to the largeciase in the December 31, 2000 net bi
accounts receivable, for the reasons stated above.

The Company's net cash flows from operating adiwifor the years ended December 31, 2000, 1999998 were $66.8 million, $102.1
million and $47.3 million, respectively. The decseaf $35.3 million, or 34.6%, between 2000 and9li@dates to a decrease in the net
changes in operating assets and liabilities of $5¥llion, offset by a $22.6 million increase intmash flows from operations. The decrea:s
the net changes in operating assets and liabitiékages primarily to the large increase in Decem®e 2000 billed accounts receivable, for
reasons stated above. The Company's cash flowsdpamating activities for 2000 would have beenxoess of $100 million if the payment
due date on the particular software transactiontioeed above had not been scheduled into 2001indnease of $54.8 million, or 115.7%,
1999 over 1998 relates to a $37.9 million incraaseet cash flows from operations, in addition oigcrease in the net change in operating
assets and liabilities of $16.9 million.

The Company experienced a slight degradation itaiceof its financial measures of liquidity as afdafor the quarter and year ended
December 31, 2000, as discussed in the three pepi@ragraphs, primarily as a result of the payrnenis on the large software transaction
mentioned above. The Company does not view theaser in the December 31, 2000 billed trade accaoaotivable balance and the
corresponding increase in the fourth quarter DB®a aeoncern for increased collectibility risk, eanded by the large amount of the
receivables collected subsequent to yearend. Thep@oy anticipates that it will be able to returntsohistorical DBO levels of 55 to 60 days
in the future. The decrease in cash flows from afreg activities for the quarter and year endeddbdwmer 31, 2000, were directly related to
the increase in the billed accounts receivablef &eoember 31, 2000. The Company views this a®e-$&rm consequence only, and over
time, the Company believes it will continue to gexte a significant amount of cash flows from opearpgctivities in the future.

The Company's net cash flows used in investingiies totaled $34.8 million in 2000, compared 86% million in 1999, a decrease of $1.9
million. The decrease between years relates priynaria decrease of $23.6 million in acquisitiofigiod investments in client contracts. This
decrease is offset by (i) net purchases of sham-tevestments of $11.5 million in 2000, and (i) iacrease in property and equipment
purchases of $10.2 million. The Company's net flas¥s used in investing activities totaled $27.1liom in 1998. The increase of $9.6
million between 1999 and 1998 relates primarilatoincrease in acquisitions of and investmentdiémiccontracts of $20.7 million (related
primarily to payments to AT&T). This increase igs@ft by (i) a cash payment of $6.0 million for aisifion of assets in 1998, (ii) software
additions of $1.4 million in 1998, and (iii) a deese in property and equipment purchases of $3lidmi

The Company's net cash flows used in financing/ities was $47.4 million in 2000, compared to $5@illion in 1999, a decrease of $8.7
million. The decrease between years relates priynarii) a decrease in principal payments on loeigr debt of $24.5 million (the Company
made several large optional debt prepayments i8)1&8&d (ii) an increase of $15.0 million in procedém the exercise of stock options and
warrants, and other equity matters. This decresaeéfset by an increase in stock repurchases aB#8dlion, as discussed below. The
Company's net cash flows used in financing acéisitvas $1.1 million in 1998. The significant inceaf $55.0 million between 1999 and
1998 relates to (i) an increase in scheduled gral@ayments on long-term debt of $8.9 million), ¢gptional debt prepayments of $31.6
million made in 1999, and (iii) the repurchase @®million shares of Common Stock for $20.2 millim 1999, as discussed below. This
increase is offset by an increase in proceeds &guity transactions of $5.7 million, related prifhato the exercise of stock options by
employees.

Earnings before interest, taxes, depreciation amartization ("EBITDA") for 2000 was $164.0 millionr 41.1% of total revenues, compared
to $124.6 million, or 38.7% of total revenues, I®99. EBITDA is presented here as a measure dftimpany's debt service ability and is
not intended to represent cash flows for the psrindaccordance with generally accepted accouptimgiples.
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Total deferred revenues decreased by approxim@&8/million from December 31, 1999 to DecemberZ0, due primarily to
performance on several contracts during the fustrggr of 2000 that had previously been signedidiet! in the latter part of 1999.

The balance of the Company's long-term debt aseakber 31, 2000 was $58.3 million, compared toG8illlion as of December 31,
1999, a decrease of $22.7 million. Of the totaglberm debt balance as of December 31, 2000, $2Bli6n is scheduled to be paid in 2001,
with the remaining amount of $32.8 million schedider 2002. Interest rates for the Company's I@rgitdebt and revolving credit facility
are chosen at the option of the Company and aedl@sthe LIBOR rate or the prime rate, plus aritamtdhl percentage spread, with the
spread dependent upon the Company's leverage Aatiof. December 31, 2000, the spread on the LIB&R and prime rate was 0.50% and
0%, respectively. See Note 4 to the Consolidatedrial Statements for additional discussion ofGbenpany's debt agreement.

As of December 31, 1999, the Company had 3.0 miliommon Stock Warrants (the "Warrants") outstag@inAT&T. On October 30,

2000, AT&T exercised its right under the Warramtgtirchase 1.0 million shares of the Company's Com8tock at an exercise price of $12
per share, for a total exercise price of $12.0iamllimmediately following the exercise of the Warts, the Company repurchased the 1.0
million shares at $47.42 per share (an averageeo€lbsing price for the fivday trading period ended October 26, 2000) fota tepurchas
price of $47.4 million, pursuant to the Companytek repurchase program. As a result, the net cally paid to AT&T for this transaction
was $35.4 million, which was paid by the Companthwvaivailable corporate funds.

On February 28, 2001, AT&T exercised its rights emithe Warrants to purchase the remaining 2.0anikihares of the Company's Common
Stock at an exercise price of $12 per share, foted exercise price of $24.0 million. Immediatéilowing the exercise of the Warrants, the
Company repurchased the 2.0 million shares at $3Ye0 share (approximates the closing price onuzepr28, 2001) for a total repurchase
price of $74.0 million, pursuant to the Companytek repurchase program. As a result, the net cally paid to AT&T for this transaction
was $50.0 million, which was paid by the Companthvaivailable corporate funds on March 28, 2001e/this transaction, AT&T no longer
has any warrants or other rights to purchase thepaay's Common Stock.

Effective August 4, 1999, the Company's Board akBliors approved a stock repurchase program whitttoezed the Company at its
discretion to purchase up to a total of 5.0 millgdrares of its Common Stock from time-to-time asketand business conditions warrant.
During 2000 and 1999, the Company repurchased ilibmshares (including the shares repurchasezbmunction with the Warrant exerc
discussed above) and 0.65 million shares for $&illlon and $20.2 million, respectively. The repboased shares are held as treasury shares
During February 2001, the Company purchased artiaddi 0.28 million shares of its Common Stock be bpen market for $11.2 million,
and repurchased the 2.0 million shares in conjanatiith the AT&T Warrant exercise discussed abd\ea result, the shares repurchased
under the Company's stock repurchase programtag afate of this filing totaled 4.03 million shaasa total cost of $156.5 million
(weighted- average price of $38.88 per share) Ngges 8 and 11 to the Company's Consolidated Fiab&tatements for additional
discussion of the stock repurchase program.

The Company continues to make significant investsiamclient contracts, capital equipment, fa@tj research and development, and at its
discretion, may continue to make stock repurchasésr its stock repurchase program. In additioipaasof its growth strategy, the Comp:
expects to expand its international business andntinually evaluating potential business and tessguisitions. The Company had no
significant capital commitments as of December2R00. The Company believes that cash generateddparating activities, together with
its current cash, cash equivalents, short-termsiments, and the amount available under its rengleredit facility, will be sufficient to meet
its anticipated cash requirements for operationme taxes, debt service, capital expendituressiments in client contracts, and stock
repurchases for both its short- and long-term psepoThe Company also believes it has significdditianal borrowing capacity and could
obtain additional cash resources by amending itenticredit facility and/or establishing a newditdacility.
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AT&T Contract

Dependence on AT&T. AT&T completed its merger wittle-Communications, Inc. ("TCI") in 1999 and coetpl its merger with
MediaOne Group, Inc. ("MediaOne") in 2000. Durihg tyears ended December 31, 2000, 1999 and 19@8ues generated from AT&T
Broadband and affiliated companies ("AT&T") repreteel approximately 50.4%, 50.5%, and 37.4% of t@aénues, respectively. There are
inherent risks whenever this large of a percentddetal revenues is concentrated with one cli@mte such risk is that, should AT&T's
business generally decline or not grow as rapidlgricipated, it would have a material impactt€ompany's results of operations.

AT&T Demand for Arbitration. On September 27, 2006 Company received a Demand for Arbitration fl&@&T relating to the Master
Subscriber Management System Agreement (the "AT&Mt@ct") the companies entered into in 1997. Trbé@ration demand contained
three claims:

. AT&T claimed that the Company had failed to filifiertain of its obligations under the contractiwiespect to telephony software and
services,

. AT&T asked for a declaratory judgment that thelesivity clause of the AT&T Contract does not gpa customers that were acquired by
AT&T after execution of the AT&T Contract in 1993nd

. AT&T claimed that the Company had breached thest\f@vored Nation clause of the agreement.

On October 10, 2000, AT&T agreed to dismiss witbjypdice its Demand for Arbitration with the Compaity connection with the dismissal,
the companies agreed to amend the AT&T Contracb@y of the contract amendment is included in thelets to the Company's Septem|
30, 2000 Report on Form 10-Q. The amendment inslual®ong other things, the following key provisions

. AT&T agreed to use its best efforts to conve¥96f the recently acquired MediaOne video and tsgeed data customers to the Compe
processing system by December 31, 2001, and thaimarg 10% by June 30, 2002. Excluded from thisgaition are any such customers that
are sold or exchanged (or under contract to dedinge) by AT&T prior to December 31, 2001. The Conypexpects to start converting the
MediaOne customers (estimated at approximatelyldomtotal customers) onto its systems in thetfipgarter of 2001. Once AT&T is
processing certain incremental customers on thepaagis system, AT&T shall benefit from specifiedréd processing fees. The Company
does not believe this pricing change will have aemal impact to its annual processing revenuecpstomer account.

. The Company waived certain exclusivity rightstaiing to residential wireline telephony (i.e., &T's cable telephony initiative). At the
time the amendment was executed, the Company bdliaT&T was in the process of determining its ollazable telephony architecture in
support of its rollout efforts, and wanted moreiltality to determine which vendors should partiie in that strategy. In January 2001,
AT&T announced it had signed an agreement withteerotendor to support its cable telephony initati€SG has agreed to provide
assistance in migrating AT&T's cable telephony acors (currently processed on the Company's syjtentise customer care and billing
system of AT&T's desighated vendor. The Companys du believe the loss of the AT&T cable telephpngcessing business will have a
material impact on the Company's results of opanati

. AT&T purchased expanded software licenses fodbmpany's call center and workforce automatioriegions. AT&T is expected to use
the additional software licenses over the next batims as part of its rollout of these software piaid to support more markets and the
conversion of the MediaOne customers to the Compamgcessing system.

Contract Rights and Obligations (as amended). Th& AContract expires in 2012. The AT&T Contract magimum financial commitmen
over the term of the contract and includes exchusights to provide customer care and billing pigdand services for AT&T's offerings of
wireline video, all Internet/high-speed data segsicand print and mail services. The AT&T Cont@mitains certain performance criteria and
other obligations to be met by the Company. The Gamy is required to perform certain remedial eff@md is
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subject to certain penalties if it fails to meet fferformance criteria or other obligations. Thenpany also is subject to an annual technical
audit to determine whether the Company's produadssarvices include innovations in features andtions that have become standard in
wireline video industry.

The Company expects to perform successfully utde AT&T Contract, and is hopeful that it can con#rto sell products and services to
AT&T that are in excess of the minimum financiahwoitments and exclusive rights included in the caxtt Should the Company fail to
meet its obligations under the AT&T Contract, ahdidd AT&T be successful in any action to eithentmate the AT&T Contract in whole
or in part, or collect damages caused by an allegealch, it would have a material impact on the famy's results of operations.

Market Risk

The Company is exposed to various market risk$idtieg changes in interest rates, foreign curremayhange rates, and fluctuations and
changes in the market value of its short-term itmesats. Market risk is the potential loss arisiranf adverse changes in market rates and
prices. The Company does not enter into derivativesther financial instruments for trading or gpative purposes.

Interest Rate Risk. The Company utilizes a denveatinancial instrument to manage its interest ree from the variable rate features of its
long- term debt. The Company had long-term delai{fing current maturities) of $58.3 million as@&cember 31, 2000. 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 leverageAa of December 31, 2000, the spread on thedRBate and prime rate was 0.50%
and 0%, respectively. As of December 31, 2000¢tttge amount of the debt was under a one-montlORRontract, with an interest rate of
7.14% (i.e., LIBOR at 6.64% plus spread of 0.50¥he carrying amount of the Company's long-term agiproximates fair value due to its
variable interest rate features. See Note 4 t€thesolidated Financial Statements for additionatdption of the long-term debt and
scheduled principal payments.

In December 1997, the Company entered into a theaeinterest rate collar with a major bank to nggniss risk from its variable rate long-
term debt. Upon expiration of this collar agreemaridecember 2000, the Company entered into aneisteate cap agreement with a major
bank, which expires at the maturity date of thegkerm debt in September 2002. The cost of the cegeatent was minimal. The interest 1
cap is 9.0% (LIBOR) and the underlying notional ammocovered by the cap agreement was $29.1 mélsoaf December 31, 2000, and
decreases over the term of the agreement in relagithe scheduled principal payments on the lengrtdebt. There are no amounts
receivable under this cap agreement as of DeceB1h&000, and the collar and the cap agreementadaffect on the Company's interest
expense for 2000, 1999, or 1998. At December 320 2the fair value of the cap agreement is notgeed in the Company's financial
statements. The fair value of the cap agreemedea¢mber 31, 2000, based on a quoted market prazless than $1,000.

Foreign Exchange Rate Risk. The Company does itizeldny derivative financial instruments for poges of managing its foreign currency
exchange rate risk. The Company's foreign currérasysactions relate almost entirely to the openatimonducted through its United Kingd
("UK") subsidiary, CSGI. CSGI's transactions are@xed primarily within the UK and generally arendminated in British pounds.
Exposure to variability in currency exchange rasamitigated by the fact that purchases and saesypically in the same currency with
similar maturity dates and amounts. A hypothetazhlerse change of 10% in yearend exchange ratdsl wotihave a material effect upon
Company's financial condition or results of operasi

Market Risk Related To Short-term Investments. Thenpany does not utilize any derivative finanamstiuments for purposes of managing
its market risks related to short-term investmente Company generally invests its excess casimbalia low-risk, shorterm investments 1
limit its exposure to market risks. The day-to-gagnagement of the Company's short-term investnigdizne by the money management
branch of one of the largest financial institutiamshe United States. This financial institutiommages the Company's short-term investments
based upon strict and formal investment guidelestablished by the Company. Under these guidelimesstments are limited to highly

liquid, short-term government and corporate seiesrihat have a credit rating of A-1 / P-1 or hette
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Prior Measures of Operating Performance

In 1999 and 1998, the Company disclosed certainatipg results on an "adjusted" basis as its piymagasure of operating performance.
Operating results on an adjusted basis were comfytéi) excluding acquisition- related charges,ysing an effective income tax rate of
38%, and (iii) using outstanding shares on a dilldasis. The acquisition-related charges relateéde@SG Acquisition. Substantially all of
the acquisition-related charges became fully amedtby November 30, 1999. As a result, in 2000Cbmpany began disclosing actual,
reported operating results as its primary measioperating performance for both the current aridrpeporting periods, as the acquisition-
related charges were not considered significa@00 and 1999. The Company's previous disclosurederating income, net income, and
earnings per diluted share on an adjusted badisr (ihe year ended December 31, 1999 were $10iflibrm$64.1 million, and $1.17 per
diluted share, respectively, and (ii) for the yeaded December 31, 1998, were $61.5 million, $88lkon, and $0.63 per diluted share,
respectively. Use of these operating measures adjaisted basis as a basis of comparability fo®188l 1998 instead of the actual reported
amounts would result in different measures of djgggamprovement.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To CSG Systems International, Inc.:

We have audited the accompanying consolidated balsineets of CSG Systems International, Inc. (aviale corporation) and Subsidiaries
as of December 31, 2000 and 1999, and the relatesbiidated statements of income, stockholderstyegnd cash flows for each of the th
years in the period ended December 31, 2000. Tiremecial statements are the responsibility of @rmnpany's management. C
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with audigtagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout 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 Decen3ie2000 and 1999, and the results of their ojmeraiand their cash flows for each of the
three years in the period ended December 31, 20@@nformity with accounting principles generadlgcepted in the United States.

Arthur Andersen llp

Omaha, Nebraska,
February 28, 2001
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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......
Short-term investments

Total cash, cash equivalents and short-term invest
Accounts receivable--

Trade--

Billed, net of allowance of $5,001 and $2,975....
unbilled.........ccooviiiiiiiieieee,

Deferred income taxes..
Other current assets...........cccccvvvvvvveenens

Total current assets.........cccceevvcveeeennns

Property and equipment, net...............cc......
Software, Net.........ccoovvevciiiiiiiiiieeeee.
Goodwill, net........cccciiiiiiiiieiieeeee

Client contracts and related intangibles, net......
Deferred income taxes.......coccvvveeeeeeeeeennnnn.
Other assets......ccocvvvvieieiieeeeeeeeeeeeees

Total asSetS......eveveeeviiiiiiiiiiiiiiiiees

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current maturities of long-term debt..............
Client depositS........coeeeeeviiiiiiiiiiiienns
Trade accounts payable............ccccceeeennnee.
Accrued employee compensation.....................
Deferred revenue..............ccoe.ee..
Accrued income taxes...
Other current liabilities............cccccccoeee

Total current liabilities............ccccc.o......

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

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

Commitments and contingencies (Note 7)

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; 11,840,333 and 13,591,947 shares rese
common stock warrants, employee stock purchase pl
stock incentive plans; 52,530,203 and 51,638,629
outstanding...........eeeeeevereeeeeneniniiinnns

Common stock warrants; 2,000,000 and 3,000,000 war
issued and outstanding............ccccceeeeinns

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

Notes receivable and deferred compensation related
employees........cooovvvvviviiiiiiieeeeeeee,

Treasury stock, at cost, 1,830,986 and 722,486 sha
Accumulated other comprehensive loss:

Foreign currency translation......................

Unrealized losses on short-term investments, net o
Accumulated earnings (deficit)..............c.....

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

Total liabilities and stockholders' equity........

December 31,

$32,751 $48,676
10,982 -

ments... 43,733 48,676

........ 128,902 67,477

........ 4,306 8,311
........ 1,259 909
3,247 1,972
7,507 2,850

........ $ 25,436 $21,711
. 12,391 10,549
........ 14,850 9,450
........ 19,147 16,386
8,172 16,746
15,633 11,710
12,008 11,551

........ 463 714

000

ding.... - --

0 shares

rved for

an and

shares

543 523

17,430 26,145
180,750 136,373

........ ~  (163)
res..... (71,497) (20,374)

........ (654) (120)
f tax... (350) --
........ 64,947 (25,522)

The accompanying notes are an integral part oktheasolidated financial statemer
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CSG SYSTEMS INTERNATIONAL, INC.

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

Year Ended December 31,

2000 1999 1998

Revenues:

Processing and related services................. $294,809 $255,167 $191,802
Software and professional services.............. 104,086 66,995 44,838

Total revenues.............coeeeeeecuvnnnnnns 398,895 322,162 236,640

Expenses:

Cost of processing and related services......... 107,022 95,706 82,198
Cost of software and professional services...... 44,515 36,415 25,048

Total cost of revenues..........c.cceeeenne 151,537 132,121 107,246

Gross margin (exclusive of depreciation)

......... 247,358 190,041 129,394

Operating expenses:

Research and development.............cccccee.. 42,338 34,388 27,485
Selling, general and administrative:

Selling, general and administrative............. 46,970 40,142 34,769
Amortization of noncompete agreements and

goOodWill.....ooeiiiiiee e 643 4,889 5,381
Stock-based employee compensation............... 48 280 297

Depreciation...........ccovveeeeeniieneennns 12,077 10,190 8,159

Total operating expenses

....................... 102,076 89,889 76,091

Operating iNCoOMe.........ccoocuvieeriiiieeennne 145,282 100,152 53,303

Other income (expense):

Interest eXpense.......ccccvvveeeeeeeeeennnnnn (5,808) (7,214) (9,771)
Interest and investment income, net............. 5,761 2,981 2,484

........................................... (32) 10 (21)
Total other

.................................... (79) (4,223) (7,308)

Income before income taxes....... 145,203 95,929 45,995
Income tax (provision) benefit (54,734) (36,055) 39,643

Netincome........cccoecvveiiiiiiiicniie $90,469 $59,874 $ 85,638

Basic net income per common share:

Net income available to common stockholders..... $ 173 $ 1.16 $ 1.67

Weighted average common shares.................. 52,204 51,675 51,198

Diluted net income per common share:

Net income available to common stockholders..... $ 160 $ 110 % 1.62

Weighted average diluted common shares.......... 56,680 54,660 52,991

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

CSG SYSTEMS INTERNATIONAL, INC.

For the Years Ended December 31, 2000, 1999 and 899

Shares of
Common Common Add
Stock Common Stock Pa
Outstanding Stock Warrants Ca
BALANCE,
December 31,
1997........... 50,960 $510 $26,145 $1
Comprehensive
income:
Net income...... -- -- --
Foreign currency
translation
adjustments.... -- -- --
Comprehensive

Amortization of

deferred stock-

based employee

compensation

expense........ - - --
Repurchase of

common stock... (66) -- --
Exercise of

stock options.. 540 5 -
Payments on

notes

receivable from

employee

stockholders... - - --
Purchase of

common stock

pursuant to

employee stock

purchase plan.. 32 - --
Tax benefit of

stock options

exercised...... - -- -

BALANCE,

December 31,

1998........... 51,466 515 26,145 1
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.. 795 8 -
Payments on

notes

receivable from

employee

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

(in thousands)

Notes
Receivable
and Deferred Unrealiz
itional Compensation Foreign Losses

id-in  Related to Treasury Currency Short-T
pital Employees Stock Translation Investme

12,615 $(1,321) $ -

$ 1)

- 297 - - -

(12) 157 o7) - -

4957 - - -

20,599  (806)  (97) 38

- -~ (158) -
~ 280 - - -
-~ (0277) - -
3B - - -

10,000 - - - -
~ 363 - - -
926 - - - -

$ --
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on Accumulated
erm Earnings
nts (Deficit)

$(171,034)

85,638

(85,396)

59,874



stock options
exercised...... -- -- -

BALANCE,

December 31,

1999........... 51,639 523 26,145 1
Comprehensive

income:

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

losses on

short-term

investments

(net of tax

benefit of

Foreign currency

translation

adjustments.... - - -
Comprehensive

Amortization of

deferred stock-

based employee

compensation

expense........ -- -- --
Repurchase of

common stock...  (1,110) -- -
Exercise of

stock options.. 971 10 -
Exercise of

stock warrants. 1,000 10 (8,715)
Payments on

notes

receivable from

employee

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

30 - -

BALANCE,

December 31,

2000........... 52,530 $543 $17,430 $1

Total
Stockholders'
Equity
(Deficit)

BALANCE,

December 31,

1997....ccc.. $(33,086)

Comprehensive

income:

Net income...... -

Foreign currency

translation

adjustments.... --

Comprehensive

income......... 85,677

Amortization of

deferred stock-

based employee

compensation

expense........ 297

Repurchase of

common stock... 48

Exercise of

stock options.. 4,962

Payments on

notes

receivable from

employee

stockholders... 61

Purchase of

common stock

36,373 (163) (20,374)

- - ~  (534)

- 48 - -

- ~  (51,123) -
13178 - -
20,705 - -

- 115 -

1,136 - -
9,358 - -
80,750 $ -  $(71,497)

$(654)

$(350

)

(25,522)

90,469



pursuant to

employee stock
purchase plan.. 622
Tax benefit of

stock options
exercised...... 2,417
BALANCE,

December 31,
1998........... 60,998
Comprehensive

income:

Net income...... -
Foreign currency
translation
adjustments.... -
Comprehensive
income......... 59,716
Amortization of

deferred stock-

based employee
compensation
expense........ 280
Repurchase of

common stock... (20,277)
Common stock

swap for option
exercise....... 35
Exercise of

stock options.. 10,008
Payments on

notes

receivable from
employee
stockholders... 363
Purchase of

common stock

pursuant to

employee stock
purchase plan.. 926
Tax benefit of

stock options
exercised...... 4,813
BALANCE,

December 31,
1999........... 116,862
Comprehensive

income:

Net income...... -
Unrealized

losses on

short-term

investments

(net of tax

benefit of

Foreign currency
translation
adjustments.... -
Comprehensive
income......... 89,585
Amortization of

deferred stock-

based employee
compensation

expense........ 48
Repurchase of

common stock...  (51,123)
Exercise of

stock options.. 13,188
Exercise of

stock warrants. 12,000
Payments on

notes

receivable from

employee

stockholders... 115
Purchase of

common stock

pursuant to

employee stock



purchase plan.. 1,136
Tax benefit of
stock options

exercised...... 9,358
BALANCE,

December 31,
2000........... $191,169

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,

2000 1999 1998

Cash flows from operating activities:

Net iNCOME.......ccvvieeiiiiiiee e
Adjustments to reconcile net income to net cash
provided by operating activities--

Depreciation
Amortization.....................

Deferred income taxes 4,450 6,373 (52,880)

Stock-based employee compensation............... 48 280 297

Changes in operating assets and liabilities:

Trade accounts and other receivables, net...... (57,809) (12,255) (16,320)
Other current and noncurrent assets............ (4,709) (633) (75)
Accounts payable and accrued liabilities....... 14,925 23,196 9,811

Net cash provided by operating activities

$90,469 $59,874 $ 85,638

12,077 10,190 8,159
7,313 15,026 12,684

..... 66,764 102,051 47,314

Cash flows from investing activities:
Purchases of property and equipment

............. (22,173) (12,003) (15,706)
Acquisition of assets -

- - (5,974)
Additions to software...........cccccceveernnn. -- - (1,410)
Purchase of short-term investments.............. (11,543) -- --
Acquisitions of and investments in client
contracts

(1,100) (24,692) (3,968)

Net cash used in investing activities......... (34,816) (36,695) (27,058)

Cash flows from financing activities:
Proceeds from issuance of common stock.......... 14,324 10,934 5,584
Proceeds from exercise of stock warrants........ 12,000 -- -

Payments on notes receivable from employee
stockholders

................................... 110 454 64
Repurchase of common stock.... " (51,081) (20,242) 2)
Payments on long-term debt..................... (22,744) (47,250) (6,750)

Net cash used in financing activities

......... (47,391) (56,104) (1,104)
Effect of exchange rate fluctuations on cash

..... (482) (169) 24

Net increase (decrease) in cash and cash
equivalents

..................................... (15,925) 9,083 19,176
Cash and cash equivalents, beginning of period... 48,676 39,593 20,417

Cash and cash equivalents, end of period......... $32,751 $48,676 $ 39,593

Supplemental disclosures of cash flow
information:

Cash paid during the period for--
INterest.......cccciiiiiieeee

INnCOMe taxes.......ccccveveeeiiiiiiniciiininns
Supplemental disclosure of non-cash investing and
financing activities:

During 1998, the Company assumed liabilities of

$1.3 million as part of the purchase price for
an asset acquisition.

$ 5,608 $ 6,386 $ 8,151
$ 36,963 $ 19,905 $ 7,259

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. The Company's products
and services combine the reliability and high vaduimansaction processing capabilities of a maingér@hatform with the flexibility of
client/server architecture. The Company providesérvices to over one-third of the householdhénlnited States.

On March 5, 1999, the Company completed a two-fe-stock split, effected as a stock dividend, farsholders 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 secondabfipistock 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 accouhte@Company and its subsidiaries. All
material intercompany accounts and transactions haen eliminated.

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 exchangesiiateffect 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 stockholders' equity. Taetisn gains and losses related to intercompanguats are not material and are included
in the determination of net income.

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

Revenue Recognition. In December 1999, the Seesidtnd Exchange Commission ("SEC") issued Staféating Bulletin ("SAB") No.
101, "Revenue Recognition in Financial Statemefitsls SAB summarizes the SEC staff's views in aipglgenerally accepted accounting
principles to revenue recognition and the requdisdlosures in financial statements. This SAB wigscéve for the Company in the fourth
quarter of 2000, with retroactive application taJary 1, 2000. During the fourth quarter of 200@ €ompany performed a review of its
revenue recognition policies and determined they dre in compliance with SAB 101.
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The Company generates its revenues from three priswaurces: processing and related services, sittk@nsactions, and professional
services. Processing and related services reveomssst primarily of monthly processing fees getextdrom the Company's core service
bureau customer care and billing application catedhmunication Control System ("CCS"), and serviaesillary to CCS. Software revent
consist primarily of software license and maintergafees. Professional services revenues consisvaffiety of consulting services, such as
product installation and customization, businesssatiing, project management and training serviees multiple-element arrangements
which include two or more of these revenue sourttesCompany generally accounts for each of thiwithaial revenue sources as a separate
and discrete earnings process considering, amdrgg titings, whether any undelivered element(s}semetial to the functionality of the
delivered element(s). For such multiple-elemerdragements, total revenue is allocated to the vambdements based upon objective and
reliable evidence of the relative fair values sfietd the Company's products and services.

Processing and related services revenues are ligedgas the services are performed. Processingafedgpically billed monthly based on
number of client's customers served, ancillaryisesvsare typically billed on a per transaction saand certain customized print and mail
services are billed on a usage basis.

Software-related revenues are recognized usingutuelines of Statement of Position ("SOP") 97 &nftware Revenue Recognition”, as
amended. The primary revenue recognition criteuidireed in SOP 97-2 include: evidence of an arramga; delivery; fixed or determinable
fees; and collectibility. For software transactioviich have multiple elements, such as softwaresandces, the Company allocates the
contract value to the respective elements baseedor-specific objective evidence of their indivéd fair values, determined in accordance
with SOP 97-2. Arrangements for software licengs feonsist principally of one-time perpetual li@s)ssold on a per seat or other per unit
basis. Perpetual license fees are typically reaeghuipon delivery, depending upon the nature ateherf the installation and/or
customization services, if any, to be providedhxy €ompany, and assuming all other revenue re¢ogrititeria have been met. Term lice
fees with multiple payments which extend over salvperiods, and maintenance fees are recognizellyatver the contract term.

Professional services revenues typically are reizegras the related services 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 trade accountsivedde.

Postage and Communications Lines. The Company éssrigh to its clients the cost of postage ard:tist of communication lines
between client sites and the mainframe data prowgscility that are incurred on behalf of theetlts. Such reimbursements of costs are
netted against the expense and are not includedahrevenues. The Company requires postage anchanications lines deposits from its
clients based on contractual arrangements. Thesaramare reflected as "client deposits" in theoagmanying consolidated balance sheets,
and are classified as current liabilities regamliefsthe 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 revisiorihat the remaining balance of these
assets may not be recoverable. The Company evaltieteecoverability of its long-lived and intangilassets by comparing 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.
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Short-term Investments and Other Financial Instmserhe Company's short- term investments at Dbee®il, 2000 consist of commercial
paper, with a market value and an original cogtpgfroximately $10.8 million, and common stock, vatimarket value and original cost of
approximately $0.2 million and $0.8 million, resfieely.

The Company classifies all of its short-term inwestts as "available-for- sale” in accordance witite8nent of Financial Accounting
Standards ("SFAS") No. 115, "Accounting for Certaimestments in Debt and Equity Securities". Shent investments are stated at market
value, with unrealized gains and losses on sudirgies included, net of the related income taxeeffin total comprehensive income in
stockholders' equity. For all shagrm investments, unrealized losses that are cereid'other than temporary" are recognized immebjian
earnings. Realized gains and losses on short-taresiments are included in earnings and are deusid) the specific identification method
for determining the cost of the securities. Theezerno material realized gains or losses on thre@siments during 2000. It is the Compa
intent to maintain a low-risk, liquid portfolio take advantage of investment opportunities, whitesigling a means to access such funds if
needed.

The Company's other balance sheet financial ingrisnas of December 31, 2000 and 1999 includeaadicash equivalents, accounts
receivable, accounts payable, and long-term dedtaBse of their short maturities, the carrying am®of cash equivalents, accounts
receivable, and accounts payable approximate filieivalue. The carrying amount of the Company‘glterm debt (including current
maturities) approximates fair value due to its ailé interest rates.

As of December 31, 2000, the Company's only of&be¢ sheet financial instrument consisted of arést rate cap agreement that was
entered into during December 2000. As of Decemligd 899, the Company's only off-balance sheet firinstrument consisted of an
interest rate collar agreement that expired in D 2000. The fair value of the cap and collaeagrents at December 31, 2000 and 1999,
respectively, based on quoted market prices, watrsignificant. See Note 4 for additional discuasid the cap agreement.

Concentrations of Credit Risk. In the normal cowkbusiness, the Company is exposed to creditresulting from the possibility that a loss
may occur from the failure of another party to perf according to the terms of a contract. The Campagularly monitors credit risk
exposures and takes steps to mitigate the liketilmddhese exposures resulting in a loss. The pyirvaunterparties to the Company's
accounts receivable and sources of the Compargsues consist of cable television and direct brasdsatellite providers throughout the
United States and Canada. As of December 31, 2000999, 51% and 49%, respectively, of the Comgamst billed accounts receivable
was attributable to one of its significant clierAS.&T Broadband ("AT&T"). As of January 31, 200het Company had collected a signific
portion of the December 31, 2000 accounts recedviibm AT&T.

The Company generally does not require collatarativer security to support accounts receivable Thmpany maintains an allowance for
doubtful accounts receivable based upon factoresnding the credit risk of specific clients, histal trends and other information. The
activity in the Company's allowance for uncollelginccounts receivable for the years ended Dece8ibiras follows (in thousands):

2000 1999 1998

Balance, beginning of period....................... $2,975 $ 2,051 $1,394
Additions charged to expense..........cccccee...... 2,791 2,021 1,724
Reductions for receivables written off............. (765) (1,097) (1,067)
Balance, end of period.............ccccoeeennnen. $5,001 $2,975 $2,051

Property and Equipment. Property and equipmentesn@rded at cost and are depreciated over thémasid useful lives ranging from three
to ten years. Depreciation is computed using ttagstt-line method for financial reporting purposBgpreciation expense for all property
and equipment is reflected separately in
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the aggregate and is not included in the cost\wadmaes or the other components of operating exgeBspreciation for income tax purposes
is computed using accelerated methods.

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

U seful
Lives
( years) 2000 1999
Computer equipment..........ccceceveeeieeenne. 3 $37,798 $29,212
Leasehold improvements...........ccccoecuveeenn. 5-10 4,740 3,515
Operating equipment.......ccccccvveeeerereniennns 3-5 24,836 19,551
Furniture and equipment...........c.cccceee..... 8 8,723 5,162
Construction in process.........ccceeevcvveeeenn. - 2,990 931
79,087 58,371
Less--accumulated depreciation................... (42,457) (31,864)
Property and equipment, net.................... $ 36,630 $ 26,507

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

2000 1999
Acquired software.......cccccocveevvveevinenee. L $ 40,849 $ 40,849
Internally developed software.........ccccoceeeeeee. L 2,547 2,547
43,396 43,396
Less--accumulated amortization.............cceeee. L (39,112) (37,251)
Software, Net....ccoovvveeiiiiieiieeeeee $ 4,284 $ 6,145

Acquired software resulted from acquisitions anstéded at cost. Amortization expense related qoiiaed software for the years ended
December 31, 2000, 1999, and 1998 was $1.5 mil§arg million, and $0.6 million, respectively.

The Company's research and development ("R&D"y&sffoonsist of developing new products and senasesell as enhancements to
existing products and services. The Company cégetatertain software development costs when thdtheg products reach technological
feasibility. The Company did not capitalize anytsda 2000 or 1999, and capitalized costs of $lildam for the year ended December 31,
1998.

Amortization of internally developed software amdjaired software costs begins when the productaxaiable for general release to clients
and is computed separately for each product agrdager 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 relatednternally developed software for the
years ended December 31, 2000, 1999, and 1998@vésnillion, $0.4 million, and $0.7 million, resgevely.

Noncompete Agreements and Goodwill. Noncompeteesgeats resulted from acquisitions and were amariiwea straigl-line basis over
the terms of the agreements, ranging from thrdiwe¢oyears. Amortization expense for noncompeteagrents for 1999 and 1998 was $4.2
million and $4.6 million, respectively. The noncoetg agreements were fully amortized as of Nover8bef 999.
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Goodwill at December 31 consists of the followinmgthousands):

2000 1999
GoOAWill..cvieiiiiiic e $6,777 $ 7,039
Less--accumulated amortization.............ccceee. . L (4,883) (4,387)
Goodwill, NEt....oeeiiiiiiiiieeeeee $1,894 $ 2,652

Gooduwill resulted from acquisitions and is beingoatized over seven to ten years on a straightdams.

Client Contracts and Related Intangibles. Cliemttiacts and related intangibles which resulted ftbexCSG Acquisition were amortized
over their estimated lives of five and three years] were fully amortized as of November 30, 199® 8997, respectively. The remaining
client contracts represent cash payments and Con8tomk Warrants issued to clients based upon thebeuof client customers convertec
and processed on the Company's customer care léind bystem. These client contracts are being simext ratably over the lives of the
respective contracts. Amortization related to ¢lisontracts and related intangibles for the yeateed December 31, 2000, 1999, and 1998,
was $4.1 million, $7.2 million, and $5.0 millioregpectively. As of December 31, 2000 and 1999, raatated amortization for client
contracts and related intangibles was $28.9 mikind $24.8 million, respectively.

Earnings Per Common Share. The Company follows SRASL28 in calculating earnings per share ("EPB&gic EPS is computed by
dividing income available to common stockholderghmsy weighted average number of common sharesamdiisig during the period. Diluted
EPS is consistent with the calculation of basic EP#e giving effect to any dilutive potential conam shares outstanding during the period.
Basic and diluted EPS are presented on the fatteeaccompanying consolidated statements of incblo@econciliation of the EPS
numerators is necessary as net income is use& asitherator for all periods presented. The reciaticih of the EPS denominators is as
follows (in thousands):

Year Ended December
31

Basic weighted average common shares.......ccc..... . ... 52,204 51,675 51,198
Dilutive shares from common stock warrants....... ... 2,136 838
Dilutive shares from common stock options........ ... 2,340 2,147 1,793
Weighted average diluted common shares............ . ... 56,680 54,660 52,991

Common stock options of 0.3 million, 0.6 milliomd1.7 million shares for 2000, 1999 and 1998, ee8pely, were excluded from the
computation of diluted EPS because the exercisepnf these options were greater than the avenageet price of the common shares for
the respective periods.

The diluted potential common shares related toméweants were excluded from the computation oftdduEPS for all quarters the warrants
were not considered exercisable. As of Decembe2@0, all of the warrants were considered exebptisa

Stock-Based Compensation. The Company accounits fstock-based compensation plans in accordanteAgicounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issitgo Employees”, and related interpretations, atidws the disclosure provisions of
SFAS No. 123, "Accounting for Stock-Based Compedosat("SFAS 123"). See Note 9 for the required hisares under SFAS 123.

Comprehensive Income. In 1998, the Company addpfe5 No. 130, "Reporting Comprehensive Income" ASA30"). SFAS 130
established standards for reporting and displagoofprehensive income and its components. The amopfithis standard did not have any
impact on the Company's net income or stockhol@éensity. The components of comprehensive incomeedlected in the accompanying
consolidated statement of stockholders' equity.
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Reclassification. Certain December 31, 1999 and H8ounts have been reclassified to conform t®#eember 31, 2000 presentation.

Accounting Pronouncements Issued But Not Yet EiffeciSFAS No. 133, "Accounting for Derivative Instnents and for Hedging
Activities", as amended ("SFAS 133"), became eiffector the Company on January 1, 2001. SFAS 18&béshes accounting and reporting
standards requiring every derivative instrumentjeffned, to be recorded in the balance sheetlasrain asset or liability measured at its fair
value. SFAS 133 requires that changes in the deré/s fair value be recognized currently in eagsininless specific hedge accounting
criteria are met. Adoption of SFAS 133 in 2001 dat have a significant effect on the Company's cliiated financial statements.

3. Segment Reporting and Description of Business

Segment information has been prepared in accordaiticeSFAS No. 131, "Disclosures About SegmentaroEnterprise and Related
Information" ("SFAS 131"). SFAS 131 requires distloes of selected information about operating se¢grend related disclosures about
products and services, geographic areas, and magtomers. SFAS 131 requires operating segmeis tietermined based on the way
management organizes a company for purposes ohgnakierating decisions and assessing performammsedon the guidelines of SFAS
131, the Company has determined it has only onertaiple segment:

customer care and billing solutions for the worldevconverging 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 base of processing clients to iif)@ce the core functionality of its service burpeacessing application, (ii) increase the
efficiency and productivity of the clients' opeoats, and (iii) allow clients to effectively roll bnew products and services to new and exis
markets, such as residential telephony, high-spatlISP and IP markets.

The Company derived approximately 75.8%, 78.3%0)%83 of its total revenues in the years ended Deeerdb, 2000, 1999, and 1998,
respectively, from CCS processing and related prtsdand services. The Company generated 77.7%%6{%a8d 77.7%, of its total revenues
from U.S. cable television providers, and 16.0%5%g and 13.0%, of its total revenues from U.S. @adadian direct broadcast satellite
providers during the years ended December 31, 200#9, and 1998, 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 openagiddy geographic areas is as follows (in
thousands):

Year Ended December 31,

2000 1999 1998

Total Revenue:

United States.........ccovvvvvrieniennennn $ 391,897 $308,266 $221,778
All Other (principally, United Kingdom and
Canada)........ccooveeeenieneeee 6,998 13,896 14,862

$ 398,895 $322,162 $236,640

As of December 31,

2000 1999 1998

Long-Lived Assets (excludes intangible assets):

United States...........cccoevvieiirinene. $ 36,299 $ 25,903 $ 23,398
All Other......ccooiiiiiiiiic 331 604 1,313
$ 36,630 $ 26,507 $ 24,711
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Significant Clients. During the years ended Decan®ie 2000, 1999, and 1998, revenues from AT&T espnted approximately 50.4%,
50.5%, and 37.4% of total revenues, and revenoas AOL Time Warner Inc. and its affiliated compan{BAOL Time Warner") represent
approximately 8.3%, 10.2%, and 14.1% of total rexes respectively. The Company has separate pingesgeements with multiple
affiliates of AOL Time Warner and provides produatsl services to them under separately negotiatee@ecuted contracts.

The Company generates a significant portion abital revenues under its contract with AT&T (theT&T Contract"), as amended. There
inherent risks whenever this large of a percentddetal revenues is concentrated with one cli€he AT&T Contract expires in 2012. The
AT&T Contract has minimum financial commitments ptee term of the contract and includes exclusigkts to provide customer care and
billing products and services for AT&T's offeringswireline video, all Internet/high-speed dataveees, and print and mail services. The
AT&T Contract contains certain performance critexra other obligations to be met by the Compang. Company is required to perform
certain remedial efforts and is subject to cerpanalties if it fails to meet the performance ci#t®r other obligations. The Company also is
subject to an annual technical audit to determihetter the Company's products and services inéhudrrations in features and functions
that have become standard in the wireline videastry.

4. Debt

The Company's debt at December 31 consists obtlmving (in thousands):

2000 1999
Term credit facility, due September 2002, quarterly
payments beginning June 30, 1998, ranging from $2. 3
million to $13.1 million, interest at adjusted LIB OR
plus 0.50% (7.14% and 6.55% at December 31, 2000 a nd
1999, respectively)......cccoeeriieinirennnnn. ... $58,256 $ 81,000

Revolving credit facility, due September 2002,
interest at adjusted LIBOR plus 0.50%.............

58,256 81,000
Less-current portion..........cccceeeeeeereninnns ... (25,436) (21,711)

Long-term debt, net of current maturities.......... ...$32,820 $59,289

The term and revolving credit facilities are inchadin the same debt agreement with a major baek'Riebt Agreement"). Interest rates for
both the term and revolving credit facilities ahmsen at the option of the Company and are bas#uednlBOR rate or the prime rate, plus
additional percentage spread, with the spread adiepempon the Company's leverage ratio. As of Déeer81, 2000 and 1999, the spread on
the LIBOR rate and prime rate was 0.50% and 0%eats/ely. The Debt Agreement is collateralizedaliyof the Company's assets and the
stock of its subsidiaries.

In December 1997, the Company entered into a tyeaeinterest rate collar with a major bank to nggnigs risk from its variable rate long-
term debt. Upon expiration of this collar agreemaridecember 2000, the Company entered into aneisteate cap agreement with a major
bank, which expires at the maturity date of thegkterm debt in September 2002. The cost of the cegeagent was minimal. The interest 1
cap is 9.0% (LIBOR) and the underlying notional amtocovered by the cap agreement was $29.1 miigaf December 31, 2000, and
decreases over the term of the agreement in reltdithe scheduled principal payments on the l@ngrtdebt. There are no amounts
receivable under this cap agreement as of DeceBih&000, and the collar and the cap agreementadaffect on the Company's interest
expense for 2000, 1999, or 1998.

The Debt Agreement requires maintenance of cefitemcial ratios andontains other restrictive covenants, includingrietions on paymer
of dividends, maintenance of a fixed charge coveratjo and leverage ratio, and restrictions oritabpxpenditures. As of December 31,
2000, the Company was in compliance with all comhalhe payment of cash dividends or other typelstributions on any class of the
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Company's stock is restricted unless the Compéawesage ratio, as defined in the Debt Agreemsninder 1.50. As of December 31, 2000,
the leverage ratio was 0.34.

There were no borrowings made on the revolvingitfadilities during the years ended December DX 1999, and 1998. Under the Debt
Agreement, the Company pays an annual commitmentrighe unused portion of the revolving creditliigc based upon the Company's
leverage ratio. As of December 31, 2000, the feg Wa5%. The Company's ability to borrow underdheent revolving credit facility is
subject to maintenance of certain levels of elgitdceivables. At December 31, 2000, all of the G4illion revolving credit facility was
available to the Company.

As of December 31, 2000 and 1999, unamortized defdimancing costs were $0.5 million and $1.1 il respectively. Deferred financing
costs are amortized to interest expense over thtedeterm of the debt agreement using a methddafiroximates the effective interest rate
method. Interest expense for the years ended Desredih 2000, 1999, and 1998 includes amortizatfateterred financing costs of
approximately $0.6 million, $0.9 million, and $8llion, respectively.

As of December 31, 2000, scheduled maturities ®@Qbmpany's long-term debt for each of the yeadingrDecember 31 are: 2001--$25.5
million, and 2002--$32.8 million.

5. 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 that requires thegettimn of deferred tax assets and liabilitiestfoe expected future tax consequences of event:
that have been recognized in the Company's corgetidinancial statements or tax returns. In egtilgduture tax consequences, SFAS 109
generally considers all expected future eventsrdtien enactment of or changes in the tax law tesra

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

Ye ar Ended December 31,
2 000 1999 1998
Current:
Federal.......ccccoooeeiiiiiiiiiiien, $4 5,720 $25,442 $ 11,574
State..co e 5,443 3,029 1,594
FOreign......ceeeveveveveeeeeieiieices (820) 1,160 (36)
5 0,343 29,631 13,132
Deferred:
Federal.........ccovveiiiiiiiiiieee 3,924 5,792 6,592
State..co e 467 690 908
Foreign.......cocoveeeniiiiiciiieeee - (58) 1,048
4,391 6,424 8,548
Change in valuation allowance................... - - (61,323)
Net income tax provision (benefit).............. $5 4,734 $36,055 $(39,643)

Income tax benefits associated with nonqualifi@dlsptions and disqualifying dispositions of inttea stock options reduced accrued
income taxes by $9.4 million, $4.8 million, and4illion for the years ended December 31, 2000918@nd 1998, respectively. Such
benefits were recorded as an increase to additaidtin capital and are included in net cash mlediby operating activities in the
accompanying consolidated statements of cash flows.
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The difference between the income tax provisioméfi) computed at the statutory federal incomertdg and the financial statement
provision (benefit) for income taxes is summariasdollows (in thousands):

Ye ar Ended December 31,

2 000 1999 1998
Provision at federal rate of 35%................ $5 0,821 $33,575 $ 16,099
Change in valuation allowance (59,224)
Effective state income taxes.................... 3,872 2,415 1,625
Amortization of nondeductible goodwill.......... 225 235 781
Stock-based employee compensation............... (53) 42 362
Other....coouiiiiiiiicee e (131) (212) 714

$5 4,734 $36,055 $(39,643)

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

2000 1999
Current deferred tax assets:
Accrued expenses and reserves..........ccocceee. v, $3,192 $1,794
Deferred revenue........cccoovvvvvveeveneeees L 55 129
11 = PP -- 49

Noncurrent deferred tax assets (liabilities):

Purchased research and development............... ... $39,373 $42,981
SOftwWare.....ccccovvvviiiiiiicciieieeeeee 7,289 7,052
Client contracts and related intangibles......... ... (2,748) (2,645)
Noncompete agreements..........oooeeccvvvvveeee . 5,432 6,034
Property and equipment........cccccceevvcce. L (902) 125

........ (1,113) (702)

As of December 31, 1997, the Company had a valuatiowance of $61.3 million against certain ofdeferred tax assets due to the
uncertainty that it would realize the income taxdi# from these assets. During 1998, the Compangladed that it was more likely than |
that it would realize the entire tax benefit fram deferred tax assets based on its evaluatidmeaCompany'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 resutiedeé Company reflecting an income tax benefit3#.6 million for 1998. As of
December 31, 2000, management continues to belateufficient taxable income will be generatedealize the entire benefit of its

deferred tax assets. The Company's assumptionguséfprofitable operations are supported by gt operating performances over the last
several years.

6. 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 contributionthe plan. The Company's matching and servidate@ contributions for the years ended
December 31, 2000, 1999, and 1998, were approxiym®de3 million, $3.4 million, and $2.9 million, spectively.
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Deferred Compensation Plan. The Company has a unalifigd deferred compensation plan for certain &egcutives which allows the
participants to defer a portion of their annual pemsation. The Company provides a 25% matchingiboition of the participant's deferral,
up to a maximum contribution of $6,250 per yeausp return on the deferred account balance atihiteito the individual participants. As
December 31, 2000 and 1999, the Company has ratartigbility for this obligation of $1.4 millionrad $1.1 million, respectively. The
Company's expense for this plan for the years ebdmgmber 31, 2000, 1999, and 1998, was $0.5 mil$#0.4 million, and $0.4 million,
respectively. The plan is unfunded.

7. Commitments and Contingencies

Operating Leases. The Company leases certain @affidgoroduction facilities and other equipment urapeerating leases which run through
2010. The leases generally are renewable and mrdeidhe payment of real estate taxes and cestaigr occupancy expenses. Future
aggregate minimum lease payments under these agnéefor the years ending December 31 are as feill@@01--$8.3 million, 2002--$7.6
million, 2003--$7.2 million, 2004-- $5.8 million 0®5--$5.4 million, thereafter--$18.6 million.

Total rent expense for the years ended Decembe2(®D, 1999, and 1998, was approximately $7.6 oniJlis5.2 million, and $3.9 million,
respectively.

Service Agreements. The Company has service agraswéh FDC and its subsidiaries for data proagegservices, communication charges
and other related computer services. FDC providés processing and related computer services aestjfor the operation of the Company's
CCS system and other products.

During 2000, the Company renegotiated its datagesiog services agreement with FDC and its subgdialhe new agreement is cancel
only for cause, and expires June 30, 2005. Theique\agreement was scheduled to expire Decemb@081, Under the new agreement, the
Company is charged a fixed fee plus a variabld#es®ed on usage and/or actual costs. The total amaichunder the service agreements for
the years ended December 31, 2000, 1999, and W@&8approximately $23.7 million, $27.1 million, a22.1 million. respectively. The
Company believes it could obtain data processimgralated computer services from alternative sayrié@ecessary.

Legal Proceedings. From time-tisae, the Company is involved in litigation relaito claims arising out of its operations in themal cours
of business. In the opinion of the Company's mame, after consultation with legal counsel, thémate dispositions of such matters will
not have a materially adverse effect on the Comparonsolidated financial position or results oéigtions.

8. Stockholders' Equity

Common Stock Warrants. As of December 31, 1999Ctmapany had 3.0 million Common Stock Warrants {iWarrants") outstanding to
AT&T. During the fourth quarter of 2000, AT&T exésed its right under the Warrants to purchase illlomshares of the Company's
Common Stock at an exercise price of $12 per skare, total exercise price of $12.0 million. Imniegely following the exercise of the
Warrants, the Company repurchased the 1.0 millames at $47.42 per share (an average of the glpsice for the five-day trading period
ended October 26, 2000) for a total repurchase mi&47.4 million, pursuant to the Company's stegurchase program. As a result, the net
cash outlay paid to AT&T for this transaction w&5% million, which was paid by the Company wittaéable corporate funds. After this
transaction, AT&T still had Warrants to purchaset@.0 million additional shares of the Compar@snmon Stock, with an exercise price
of $12 per share. See Note 11 for additional dsionsof the Warrants.

Stock Repurchase Program. On August 4, 1999, timep@ny's Board of Directors approved a stock remsetprogram which authorized the
Company to purchase up to a total of 5.0 millioarsk of its Common Stock from time-to- time as reddnd business conditions warrant.
This program represents approximately 10% of the@my's outstanding shares. The repurchased sirarégld as treasury shares. The
shares repurchased
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under the program (including the shares repurchaseonjunction with the Warrant exercise discusaeove) are as follows (in thousands,
except per share amounts):

2000 1999 Total

Shares repurchased............cccoecviiiennnnnnn. . 1,090 656 1,746
Total amount paid..........cccceveeiieriinnns . $51,088 $20,242 $71,330
Weighted-average price per share................... .$46.87 $30.88 $ 40.86

See Note 11 for additional discussion of the stegkirchase program.

Restricted Common Stock. During 1995 and 1994Cihimpany sold Common Stock to executive officerslaydemployees pursuant to
restricted stock agreements. Certain of these sivaxs over the individual's service period with @ompany. The Company has the option
upon termination of employment to repurchase umkshares of restricted stock at either the originechase price (ranging from $0.11 to
$2.13 per share) or the net book value per shaperdling upon the specific terms of the agreemButsng the years ended December 31,
2000, 1999, and 1998, the Company repurchased teavsisares of 18,500, zero, and 66,000, respegtivem terminated employees. The
shares repurchased are held as treasury share§ D&sember 31, 2000, all shares were fully veaisdi no longer subject to the repurchase
option. The final portion of the deferred compermsaexpense related to these shares was recogni2€®0. The final balances of the notes
receivable from employees, which were used to firazertain of these stock purchases, were paidg@000.

9. Stock-Based Compensation Plans

Stock Incentive Plans. During 1995, the Companypsetbthe 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 79,350
options outstanding under the 1995 Plan as of Dbee®il, 2000, were fully vested.

During 1996, the Company adopted the 1996 Stocknitiee Plan (the "1996 Plan") whereby 4,800,000eshaf the Company's Common
Stock have been reserved for issuance to eligibl@@yees of the Company in the form of stock ojmtock appreciation rights,
performance unit awards, restricted stock awandstazk bonus awards. In December 1997, upon sblgi@happroval, 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 5,409,763 options oulistgrunder the 1996 Plan as of
December 31, 2000, vest over four to five yearstaleoptions become fully vested upon a changmimrol 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 fomiseia non-employee Directors of the Company irfolhe of stock options. In May
2000, upon shareholder approval, the number ofshauthorized for issuance under the Director ®Esincreased to 450,000. The 256,000
options outstanding under the Director Plan at bdamr 31, 2000, vest annually over two to threesiear
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Stock options are granted with an exercise pricektmp 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:

Year Ended December 31,

2000 1999 1998
Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Pric e
Outstanding, beginning
of year................ 5,604,822 $20.05 6,229,464 $17.23 4,152,220 $10.43
Granted....... 1,609,900 41.56 731,050 33.85 3,276,000 23.86
Exercised.... (971,494) 13.64 (795,117) 12.63  (540,336) 9.20
Forfeited............. (498,115) 26.73 (560,575) 17.23  (658,420) 13.89
Outstanding, end of
year....cooooeeennne 5,745,113 $26.58 5,604,822 $20.05 6,229,464 $17.23

Options exercisable at
year end............... 1,410,440 $14.99 1,297,072 $12.52 913,774 $10.46

Weighted average fair
value of options
granted during the

Options available for
grant........cceeeeee.. 3,741,890 4,603,675 1,774,150

The following table summarizes information abow @ompany's outstanding stock options as of DeceBihe2000:

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 79,350 4.4 $0.64 79,350 $0.64
$7.50-%$11.06 829,521 5.9 9.15 504,671 9.15
$11.75-$14.88 414,990 5.9 14.47 312,390 14.46
$16.78 - $23.44 1,000,111 7.3 20.84 409,961 20.71
$23.59 - $29.94 1,523,013 8.0 26.70 25,013 24.42
$30.25 - $39.50 1,280,728 8.6 37.52 79,055 36.21
$40.12 - $60.00 617,400 9.4 47.82 - -
$0.63 - $60.00 5,745,113 7.7 $26.58 1,410,440 $14.99

In January 2001, the Company granted 1,188,25®41@0D0 options under the 1996 Plan and Directan,R&spectively, at prices that range

from $44.06 to $51.56 per share, with such optigrsting over three to four years. These optionsiateeflected in the above tables as they
were granted subsequent to December 31, 2000.

1996 Employee Stock Purchase Plan. During 1996Ctmpany adopted the 1996 Employee Stock PurcHasenereby 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&tapket value on the last day of the purchase geRarchases are made at the end of each
month. During 2000, 1999, and 1998, respectivedy]l 30 shares, 34,352 shares, and 31,374 sharesbbawu purchased under the plan for
$1.1 million ($24.65 to $47.65 per share), $0.9io1l($18.91 to $37.08 per share) and $0.6 mil[®h5.62 to $33.58 per share).
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Stock-Based Compensation Plans. At December 31,208 Company had four stock-based compensatanspas described above. The
Company accounts for these plans in accordanceARt# Opinion No. 25, under which no compensatiopesse has been recognized in
2000, 1999, and 1998.

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 methodotdGFAS 123, the Company's net income and net iecpen share available to common
stockholders for 2000, 1999, and 1998 would appnaxé the pro forma amounts as follows (in thousaexisept per share amounts):

Year Ended December 31,

Net income:
As reported.........cceeevieeiieeiiee e . $90,469 $59,874 $85,638
Pro forma.......ccccoeveeiiiiiiieciee e, . 78,664 52,498 80,710
Diluted net income per common share:
As reported.........ocooviiiiiiiiiiiieeeeeen . 160 1.10 1.62
Pro forma.......cccoocovieiiiiiiiiiiee . 139 096 1.52

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 grant@0@®, 1999, and 1998, respectively: risk- freenmst rates of 6.3%, 5.0%, and 4.9%;
dividend yield of zero percent for all years; expeédives of 4.0 years, 4.1 years, and 4.4 yeavalatility of 50.0%, 40.0%, and 40.0%.

10. Unaudited Quarterly Financial Data

Qu arter Ended
March 31 June 3 0 September 30 December 31
(in thousands, except per share amounts)
2000:
Total revenues.................. $92,063 $96,0 62 $102,070 $108,700
Gross margin (exclusive of
depreciation).................. 55,777 59,8 44 63,712 68,025
Operating income................ 32,989 354 32 37,331 39,530
Income before income taxes...... 32,718 35,2 81 37,546 39,658
Income tax provision............ (12,409) (13,2 95) (14,118) (14,912)
Net income available to common
stockholders................... 20,309 21,9 86 23,428 24,746

Net income available to common
stockholders per share:

BasiC.......ccoovvevvieinnnn. 0.39 0. 42 0.45 0.47

Diluted.........cccevvvennnn. 0.36 0. 39 0.41 0.44
1999:

Total revenues.................. $71,087 $76,5 10 $84,034 $90,531

Gross margin (exclusive of

depreciation).................. 41,202 44,8 00 49,493 54,546

Operating income................ 20,227 22,7 16 26,627 30,582

Income before income taxes...... 18,623 21,7 27 25,752 29,827

Income tax provision............ (7,041) (8,2 34) (9,691) (11,089)

Net income available to common

stockholders................... 11,582 134 93 16,061 18,738

Net income available to common

Basic........cccoveviiieiins 0.22 0. 26 0.31 0.36
Diluted.........cccocveenee. 0.21 0. 25 0.29 0.34
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11. Subsequent Events

On February 28, 2001, AT&T exercised its rights emithe Warrants to purchase the remaining 2.0anikihares of the Company's Common
Stock at an exercise price of $12 per share, foted exercise price of $24.0 million. Immediatéilowing the exercise of the Warrants, the
Company repurchased the 2.0 million shares at $37e0 share (approximates the closing price onuzepr28, 2001) for a total repurchase
price of $74.0 million, pursuant to the Companygk repurchase program. As a result, the net aagthy to be paid to AT&T for this
transaction is $50.0 million. The Company expeetsay this amount with available corporate fundsarch 2001. After this transaction,
AT&T no longer has any warrants or other rightptwchase the Company's Common Stock.

During February 2001, the Company purchased artiaddi 0.28 million shares of its Common Stock be bpen market for $11.2 million
(weighted average price of $39.98). The amount&aid with available corporate funds. The shaepanchased under the Company's stock
repurchase program as of February 28, 2001, inofutiie 2.0 million shares repurchased as parteoAI& T Warrant exercise discussed
above, totaled 4.03 million shares at a total 06$t156.5 million (weighted-average price of $38&8 share).
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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 26.

(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 48

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

Form 8-K dated October 2, 2000, under Item 5, Ohemts, was filed with the Securities and ExchaBigsmission which included a press
release dated September 28, 2000. The press raleasaenced that the Company had received a demoaagtfitration from AT&T
Broadband relating to a Master Subscriber Managé®gstem Agreement the companies entered into%7.19

Form 8K dated October 11, 2000, under Item 5, Other EByemas filed with the Securities and Exchange Casaion which included a pre
release dated October 10, 2000. The press releaseiaced (i) the dismissal with prejudice of theyiously reported demand for arbitration
from AT&T and

(il) the amendment of the Master Subscriber Manager8ystem Agreement between CSG Systems, IncA8&d Broadband.
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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 30, 2001

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 30, 2001
Directors a nd Chief
Neal C. Hansen Executive O fficer
(Principal Executive
Officer)
/sl John P. Pogge President, C hief Operating March 30, 2001
Officer and Director
John P. Pogge
/sl Peter E. Kalan Vice Preside nt and Chief  March 30, 2001
Financial O fficer
Peter E. Kalan (Principal Financial
Officer)
/sl Randy R. Wiese Vice Preside nt and March 30, 2001
Controller (Principal
Randy R. Wiese Accounting Officer)
/sl George F. Haddix Director March 30, 2001
George F. Haddix
/sl Royce J. Holland Director March 30, 2001
Royce J. Holland
s/ Janice Obuchowski Director March 30, 2001
Janice Obuchowski
/sl Bernard W. Reznicek Director March 30, 2001
Bernard W. Reznicek
/sl Rockwell A. Schnabel Director March 30, 2001
Rockwell A. Schnabel
/sl Frank V. Sica Director March 30, 2001

Frank V. Sica
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EXHIBIT INDEX

Exhibit

Number Description

2.19(3)* Restated and Amended CSG Master Subscrib
Agreement between CSG Systems, Inc. and
Corporation dated August 10, 1997

2.19A(5)* Second Amendment to Restated and Amended
Management System Agreement between CSG
Management Corporation, dated January 9,

2.19B(6)* First Amendment to Restated and Amended
Management System Agreement between CSG
Management Corporation, dated June 29, 1

2.19C(7) Sixth Amendment to Restated and Amended
Management System Agreement between CSG
Management Corporation, dated July 22, 1

2.19D(7)* Seventh Amendment to Restated and Amende
Management System Agreement between CSG
Management Corporation, dated September

2.19E(7) Eighth Amendment to Restated and Amended
Management System Agreement between CSG
Management Corporation, dated September

2.19F(7)* Eleventh Amendment to Restated and Amend
Management System Agreement between CSG
Management Corporation, dated September

2.19G(8)* Fifth, Ninth, Tenth, Thirteenth, Fourtee
Nineteenth Amendments to Restated and Am
Management System Agreement between CSG
Management Corporation

2.19H(9)* Fourth and Twenty-Second Amendments and
Amended CSG Master Subscriber Management
CSG Systems, Inc. and TCI Cable Manageme

2.191(10)* Twenty-Third, Twenty-Fourth, Twenty-Fift
Eighth, Thirtieth, Thirty-Fourth Amendme
Restated and Amended CSG Master Subscrib
Agreement between CSG Systems, Inc. and
Corporation

2.19J(11)* Thirty-Sixth and Thirty-Eighth Amendment
CSG Master Subscriber Management System
Systems, Inc. and TCI Cable Management C

2.19K(12)* Fifteenth, Twenty-Ninth, Forty-First and
Schedules | and X to Restated and Amende
Management System Agreement between CSG
Management Corporation

2.19L(13)* Thirty-Seventh, Fortieth, Forty-Fourth a
to Restated and Amended CSG Master Subsc
Agreement between CSG Systems, Inc. and
Corporation

2.19M(15)* Forty-Ninth Amendment to Restated and Am
Management System Agreement between CSG
Broadband Management Corporation dated O

2.19N*  Forty-Sixth, Forty-Eighth, Fiftieth and
Restated and Amended CSG Master Subscrib
Agreement between CSG Systems, Inc. and
Corporation
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998
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8, 1998
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30, 1998
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Exhibit
Number Description

2.20(3) Asset Purchase Agreement between CSG Sys
and TCl SUMMITrak of Texas, Inc., TCI SU
Technology Ventures, Inc., dated August

2.21(3) Contingent Warrant to Purchase Common St
International, Inc. and TCI Technology V
September 19, 1997

2.22(3) Royalty Warrant to Purchase Common Stock
International, Inc. and TCI Technology V
September 19, 1997

2.23(3) Registration Rights Agreement between CS
Inc. and TCI Technology Ventures, Inc.,

2.24(3) Loan Agreement among CSG Systems, Inc. a

International, Inc. as co-borrowers, and

Paribas, as Agent, dated September 18, 1
2.25(4) First Amendment to Loan Agreement among

Systems International, Inc. as co-borrow

and Banque Paribas, as Agent, dated Nove
2.26(8) Second Amendment to Loan Agreement among

Systems International, Inc. as co-borrow

and Banque Paribas, as Agent, dated Nove
2.27(13) Third Amendment to Loan Agreement among

Systems International, Inc. as co-borrow

and Paribas, as Agent, dated January 24,
3.01(1) Restated Certificate of Incorporation of
3.02(2) Restated Bylaws of CSG Systems Internati

3.03(2) Certificate of Amendment of Restated Cer
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Number Description

27.01 Financial Data Schedule (EDGAR Version Only )

99.01 Safe Harbor for Forward-Looking Statements Under the Private
Securities Litigation Reform Act of 1995--C ertain Cautionary
Statements and Risk Factors

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

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

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

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

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

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

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

(8) Incorporated by reference to the exhibit of $hene number to the Registrant's Annual ReportasmA.0-K, as amended for the year
ended December 31, 1998.

(9) Incorporated by reference to the exhibit of $hene number to the Registrant's Quarterly RepoRasm 10-Q for the period ended March
31, 1999.

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

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

(12) Incorporated by reference to the exhibit & shhme number to the Registrant's Annual Repofoom 10-K, as amended, for the year
ended December 31, 1999.

(13) Incorporated by reference to the exhibit & shhme number to the Registrant's Quarterly RepoRorm 10Q for the period ended Mar
31, 2000.

(14) Incorporated by reference to the exhibit & slame number to the Registrant's Quarterly RepoForm 10-Q for the period ended June
30, 2000.

(15) Incorporated by reference to the exhibit @& slame number to the Registrant's Quarterly RepoForm 10-Q for the period ended
September 30, 2000.

* Portions of the exhibit have been omitted pursuaran application for confidential treatment, d@he omitted portions have been filed
separately with the Commission.
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FORTY-SIXTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
AT&T BROADBAND MANAGEMENT CORPORATION

This Forty-Sixth Amendment (the "Amendment") is exied this 14/th/ day of November, 2000, and isertadand between CSG Systems,
Inc., a Delaware corporation ("CSG") and AT&T Brbadd Management Corporation (f/k/a TCI Cable Managy@ Corporation)
("Customer"). CSG and Customer are parties to taiceRestated and Amended CSG Master Subscribeaddgment System Agreement
dated August 10, 1997, which has subsequently Aemmded pursuant to separately executed amend(ueli¢stively, the "Agreement"),
and now desire to amend the Agreement in accordaitbehe terms and conditions set forth in this é&mment. If the terms and conditions
set forth in this Amendment shall be in conflicttvihe Agreement, the terms and conditions of Amsendment shall control. Any terms in
initial capital letters or all capital letters usasla defined term but not defined in this Amendim&mall have the meaning set forth in the
Agreement. Upon execution of this Amendment byptadies, any subsequent reference to the Agreeedween the parties shall mean the
Agreement as amended by this Amendment. Excephaaded by this Amendment, the terms and condisebn$orth in the Agreement shall
continue in full force and effect according to thteirms.

CSG and Customer agree as follows:

1. For the fees set forth in Exhibit F-2, the fellog shall be added as
Section 9 of Schedule F:

9. Enhanced Past Due Notices.

(a) Development and Production of Enhanced PastNintiees. CSG shall develop a customized enhanastdue notice (the "Enhanced |
Due Notice") for Customer's subscribers utilizin§@&s Enhanced Past Due Notice services. The Enthdast Due Notices may include
CSG's or Customer's Intellectual Property. Custamegy elect to use CSG's generic Enhanced Past btieeN, CSG's modified
generic/bilingual Enhanced Past Due Notice or @8& develop a Custom Enhanced Past Due Noticeusto@er. If Customer elects to
have CSG develop a Custom Enhanced Past Due NG&®,will perform the design, development and progning services related to
design and use of the Enhanced Past Due NoticesKtthanced Past Due Notice Work™") and create tireBced Past Due Notice Work
product deliverables (the "Enhanced Past Due Natoek Product”) set forth in a separately execuated mutually agreed upon Enhanced
Past Due Notice Statement of Work (the "Enhancest Pae Notice Statement of Work™) by the completilate set forth on the Enhanced
Past Due Notice Statement of Work. The Enhancetias Notice will contain the Customer and CSG llattual Property set forth on the
Enhanced Past Due Notice Statement of Work. Custshadl pay CSG the set up fee for the EnhancetilRas Notice Work and the
Enhanced Past Due Notice Work Product set forttherEnhanced Past Due Notice Statement of Work apoeptance of the Enhanced Past
Due Notices in accordance with the Past Due N@&tetement of Work. Except with respect to Custosrietellectual Property, Customer
agrees that the Enhanced Past Due Notice Work ahdri€ed Past Due Notice Work Product as well agé¢heric Enhanced Past Due No
and modified generic/bilingual Enhanced Past Dugddshall be the sole and exclusive property o6CSustomer shall have no proprietary
interest in the Enhanced Past Due Notice Work Ripdieneric Enhanced Past Due Notice, modified mebdingual Enhanced Past Due
Notice or in CSG's billing and management informatsoftware an
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technology and agrees that the Enhanced Past DiigeNgork Product is not a work specially ordered aommissioned for use as a
contribution to a collective work and is not a wanlade for hire pursuant to United States copytigint After CSG has completed the
Enhanced Past Due Notice Work and the Enhancedd®asiNotice Work Product, CSG will produce EnhanPedt Due Notices for
Customer. If Customer elects to have CSG develspouEnhanced Past Due Notices, CSG will devel@pomstom format; multiple custa
formats shall not be used.

(b) Supplies. CSG shall purchase Customer's rageinés of Enhanced Past Due Notices supplies negdssgroduction and mailing of the
Enhanced Past Due Notices. Customer shall pay @8@Gates set forth in Exhibit G-2 for the purchassuch supplies. Unless Customer
requests to use custom paper stock, CSG shallysthaptype and quality of the paper stock for genEnhanced Past Due Notices and
modified generic/bilingual Enhanced Past Due Noti&estomer may elect to use custom paper stooggefioeric and custom Enhanced Past
Dues. Additionally, Customer has the option infiltere to mail Enhanced Past Due Notices in custamier envelopes. Generic remit
envelopes will be used.

(c) Right of Customer's Intellectual Property. @uasér provides to CSG a non- exclusive right toalsef Customer's Intellectual Property
necessary to design, produce and mail the EnhaPastdDue Notices directly or indirectly. CSG shiale the right by notice to Customer to
cease use of any of Customer's Intellectual PrpmertEnhanced Past Due Notices at any time. Custmpeesents and warrants that it owns
or has licensed all Customer's Intellectual Prgpand has full power and authority to grant CSGlitense set forth herein and that CSG's
use of Customer's Intellectual Property on the Bobd Past Due Notices will not constitute a misarsiefringement of the Customer's
Intellectual Property or an infringement of thehtig of any third party. Customer will use best gffdo maintain its rights to use and license
Customer's Intellectual Property and will immediasedvise CSG of the loss of Customer's right ® aisy Customer's Intellectual Property
and will advise CSG of all copyright and other nef that must be used in connection with Custorivggfiectual Property and of any
restrictions on use of Customer's Intellectual Briyprelevant to CSG's activities hereunder.

(d) Indemnification Relating to Enhanced Past Datidés. Customer shall indemnify, defend and hdikGtharmless from any claims,
demands, liabilities, losses, damages, judgmergsttiements, including all reasonable costs apearses related thereto (including attorn

fees), directly or indirectly resulting from Custerts breach of any representation or warranty utideiSchedule F, and the Enhanced Past
Due Notice Work Product, except for those arisingaf CSG Intellectual Property.

THIS AMENDMENT is executed on the day and yearfalsown above.
CSG SYSTEMS, INC. ("CSG") AT&T BROADBAND MANAGEMENT

CORPORATION ("Customer")

By: /'s/ Joseph T. Ruble By: /sl Joe W Bagan
Name: Joseph T. Ruble Name: Joe W Bagan
Title: V.P. & General Counsel Title: CIO
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EXHIBIT G -2
FEES

Customer shall pay CSG the following fees and atmegsociated with the Enhanced Past Due Notiggldisonal fees and charges due
under this Agreement in addition to other fees emarges set forth in this Agreement.

Generic Enhanced Past Due Notices:

Price: $* * * per Enhanced Past Due Notice (firagp) (includes Duplex, printing, insertion of Netignsertion of generic remit envelope, i
use of generic 7" x 11" paper and generic envelofgasludes postage) (Note 1) Each Additional Ragdudes generic paperPer Schedul
D of the Master Agreement

Generic Paper Fee: Sk
Additional Logical Page-Ad Page: $*** per logica | page (Note 2)
Jobs below 550 Notices: FkkkAAIRIK

No optional inserting allowe

Modified Generic/Bilingual Enhanced Past Due Noticg:

In addition to the fees outlined for Generic EnleathPast Due Notices, Customer agrees to pay tlwsvfol charges:
Start-up Fee (per Start-up/Format): $*** (Note 3uision Charge: $*** (Note 4)

Custom Enhanced Past Due Notices:

Customer reserves the right to use a custom camiezlope, or custom paper stock in the futurectvhiust be used at the MSO level. The
envelope must match current specifications for aim style, but may be printed in up to two custmors. Customer agrees to pay the price
set forth below for such Custom Enhanced Past Doted

Price: $*** per Enhanced Past Due Notice (first @a@includes Duplex, ESP printing, insertion of idet insertion of generic remit envelope,
and use of generic 7" x 11" paper and custom caerieelope) (excludes postage) Each Additional Rmgéudes generic paper) - Per
Schedule D of the Master Agreement

Custom Paper Fee: Should the customer decide ta asstom paper stock CSG will quote based upondloe and design specifications
required

Start-up Fee (per Start-up/Format): Quote CustormBbDevelopment Fee: Art and Graphics Fee $***fa8P Programming Fee
$***/hour Custom Paper Set-up Fee: $*** one time pequest Jobs below 550 Notices: $** per cycleqadie system location Additional
Logical Page-Ad Page: $**** per logical page

(Note 2)

No optional inserting allowed.
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Other Fees:

The following fee(s) shall be paid by Customer rdigss of the format being used:

Addition of System/Principle to Existing Format:*$Note 5)

Note 1: CSG will provide one hour of Marketing/Creaive Services support fee for
set up of graphics free of charge. Any additiomaktrequired is billed at the Marketing/Creativengees rate of $*** per hour per person.

Note 2: An Ad Page/Coupon Page means targeted megss, or advertisements using

text, graphics and borders generated on an additiogical page. No reverses or dark photos mayseel, only gray scale graphics. Set-up
and changes to this page are billed at the ESPI@@went and Programming Fee. Should an Ad Pageikeg as part of an Additional
Physical Page, Customer shall also be billed tiee of an Additional Physical Page as reflecteBbthibit G-2 of the FortySixth Amendmer
Fee Schedule of the Master Agreement in additichéoAd Page/Coupon Page charge.

Note 3: The Generic Modified/Bilingual format/layou includes a certain level of
flexibility that Customer can utilize in establisgitheir Enhanced Past Due design. Included ishone of Marketing/Creative Services
support for set up of graphics. Any additional tirequired is billed at the Marketing/Creative Seed rate of $*** per hour per person.

Note 4: The Modified/Bilingual format/layout includes a certain level of

flexibility that Customer can utilize in establisgitheir Enhanced Past Due design. In the evertb@es wishes to revise the labels on an
existing Modified/Bilingual Enhanced Past Due fot@ustomer will be charged for changes made tb &aenat. If the change being
requested is to be made for the same format fotipleisystem/principles, the change fee will cowprto six (6) system/principles. If the
change requested is for different changes to theedarmat for multiple system/principles, then tienge fee will be assessed against each
sys/prin.

Note 5: Includes one hour of graphic time and coverincrements of six (6)
system/principles at one time and one hour of gcajiime.
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FORTY-EIGHTH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
AT&T BROADBAND MANAGEMENT CORPORATION

This Forty-Eighth Amendment (the "Amendment") ieexted this 31/st/ day of December, 2000, and ey and between CSG Systems,
Inc., a Delaware corporation ("CSG") and AT&T Brbadd Management Corporation ("Customer"). CSG amtdiner entered into a cert
Restated and Amended CSG Master Subscriber Manag&ystem Agreement dated August 10, 1997, whishsbsequently been
amended pursuant to separately executed amend(nehégtively, 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 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 exeoutf 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. Customer desires to license CSG's Third Partifivation product ("TPV"). Therefore, the followgnchanges are hereby made to the
Agreement.

a. For the fees set forth in Schedule D, CSG hegeagts Customer a perpetual license to use TPSUpat to the terms and conditions of
Schedule C and the Agreement. Customer acknowlatlgeACSR Telephony is required to support TPV tinad TPV may only be used
with ACSR Telephony. Schedule C and all other mxfees to CCS Products in the Agreement are amdadecdude TPV.

b. Exhibit C-1 is hereby amended to include théofeing definition of TPV:
Third Party Verification (TPV) -

TPV is a web-based application operated on CSGoetgiit that can be accessed through a browser 3Gadlient or the client's designated
third party verification agency. TPV allows scrigteerification of telephony order information thatbeing processed using ACSR
Telephony. ACSR Telephony can be configured toraat@ally send order data to the TPV applicatioweeallowing a third party to
perform the order verification. The TPV applicaticem be custom configured to script the verifiaafiwocess using the order information
from ACSR Telephony. Once the verification is coetetl the results are automatically returned to AC8Rphony.

c. Exhibit C-1 is amended to include ******xikiikx sk (***) user ids of TPV.
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d. Exhibit C-2 is hereby amended to include théofeing Designated Environment for TPV.

ACSR-Telephony, Third Party Verification (TPV) Designated Environment

Effective 04/00 Page 1 of 1

TPV in a Service Bureau Environment

CSG operates and maintains the product on its resland software and provides URL link(s) for thent or third party access.

The TPV Designated Environment for the client/esdru

. Internet Explorer 3.X or higher or Netscape Natag 3.X or higher

e. Upon Customer's request, CSG will provide Custowith installation and training services thatlw# set forth in a separately executed

Statement of Work.
f. Schedule D shall be amended to include the Vioiig fees for TPV:

CSG Third Party Verification:

1. Perpetual Software License Fee (per user id)

2. CSG Annual Maintenance Fee (per user id)

3. Transaction Fee (per TPV transaction process
principle; $*** monthly minimum)

4. Installation Fee (per person, per hour)
(Requires a Statement of Work; Reimbursable

5. Script Development and Enhancements Fee (per
(as may be required by Customer; shall be pr
a duly executed Statement of Work)

Following execution of this Agreement, Third
Perpetual Software will be subject to the Perpetual
referenced above.

THIS AMENDMENT is executed on the day and year firs

CSG SYSTEMS, INC. ("CSG") AT&T
CORPO

By: /sl Joseph T. Ruble By:

Name: Joseph T. Ruble Name:

Title: V.P. & General Counsel Title

$***

$***
ed, per system

$***

$TBD
Expenses are additional)
person, per hour) $TBD
ovided by CSG under

*kkkkkkkkkkkkkk

Party Verification,
Software License Fees

t shown above.
BROADBAND MANAGEMENT
RATION ("CUSTOMER")

/sl Joe W. Bagan
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FIFTIETH AMENDMENT
TO
RESTATED AND AMENDED CSG MASTER
SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
TCI CABLE MANAGEMENT CORPORATION

This Fiftieth Amendment (the "Amendment") is exaxxlthis 4/th/ day of October, 2000, and is madargy between CSG Systems, Inc., a
Delaware corporation ("CSG") and TCI Cable Managen@orporation ("Customer"). CSG and Customer ecténto a certain Restated and
Amended CSG Master Subscriber Management SystemefAwgnt dated August 10, 1997, which has subsegumeh amended pursuant to
separately executed amendments (collectively, Agee'ement”), and now desire to amend the Agreeimeatcordance with the terms and
conditions set forth in this Amendment. If the teramd conditions set forth in this Amendment shalin conflict with the Agreement, the
terms and conditions of this Amendment shall cdnfkay terms in initial capital letters or all cagii letters used as a defined term but not
defined in this Amendment shall have the meanindosth in the Agreement. Upon execution of this @mment by the parties, any
subsequent reference to the Agreement betweerattiegpshall mean the Agreement as amended bAthedment. Except as amended by
this Amendment, the terms and conditions set fiorthe Agreement shall continue in full force afffidet according to their terms.

CSG and Customer agree as follows:

1. Customer currently receives CSG's Workforce Espipursuant to the terms and conditions of thth/3@mendment dated June 30, 1999.
The parties agree, however, that upon the mutweadwgion of this Amendment, the Designated Envirominier CSG's Workforce Express
shall be and any prior Designated Environment(s8G's Workforce Express is superceded by:

Workforce Express Client Hardware
Processor

IBM, Compagq, or Dell Business Class computer wittell Pentium 1l processor designated as MicrosdftdMvs NT certified and Year 2000
compliant.

233 MHz minimum (for up to 60 techs). 450 MHz ostlr strongly recommended.
Operating system

Microsoft Windows NT v4.0 - Service Pack 4 or SeevPack 5, with Year 2000 fixes
Random Access Memory (RAM)

128 MBytes (up to 500 work orders)

256 MBytes (up to 1000 work orders)

384 MBytes (over 1000 work orders)

Network Connection

Ethernet 10/100 Card

Video Card

Matrox Millenium Il graphics controller - 4 MB (pa#270246-B21 is recommended) or the equivalerde¥icard and monitor must support
1024 X 768 screen resolution and 65,536 colors

Hard Disk
500 MB available space - in addition to space meglior the operating system, swap space and afigications
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Floppy Disk Drive

3.5" disk drive

CD-ROM Dirive

Minimum - 4X

Monitor

Minimum - 17" viewable space recommended

Virtual Memory

Compliant with MicroSoft Windows -NT Recommendations (Physical RAM + 12 MBytes).
Peripherals

Keyboard, mouse, and laser printer which can beeghaith other Workforce Management workstations

Included Software

WorkForce Express 1.2.3, ACSR, ANDS and CIT.

TechNet(TM) - Device

PocketNet Phones

Mitsubishi MobileAccess(TM) 120 Series

Mitsubishi MobileAccess(TM) T250

TechNet - Wireless Network

AT&T PocketNet(R) Service

TechNet(TM) CE - Device

See TechNet CE Designated Environment Document

2. As a result of the changes to the Designatedr&imwent as amended herein, CSG ** *xxxxkkk sk skddxxrkk Customer $*** in relation to
required memory upgrades for *****rrrkkkkkrriik (% x*) of Customer's desktop workstations.

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: /sl Joe W Bagan
Nane: Joseph T. Ruble Nanme: Joe W Bagan
Title: V.P. & General Counsel Title: CIO
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FIFTY SECOND AMENDMENT
TO
RESTATED AND AMENDED
CSG MASTER SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
AT&T BROADBAND MANAGEMENT CORPORATION

This 52nd Amendment (the "Amendment") is execulesi 28th day of February, 2001, and is made byteatdeen CSG Systems, Inc., a
Delaware corporation ("CSG"), and AT&T Broadbandridgement Corporation (f/k/a TCI Cable Managememp@mtion) ("Customer").
CSG and Customer are parties to a certain Restattdmended CSG Master Subscriber Management Sysgeeement dated August 10,
1997, which has subsequently been amended pursuseparately executed amendments (collectivedy; Agreement”), and now desire to
amend the Agreement in accordance with the term<anditions set forth in this Amendment. If themie and conditions set forth in this
Amendment shall be in conflict with the Agreemehg terms and conditions of this Amendment shaitrd. Any terms in initial capital
letters or all capital letters used as a defineah teut not defined in this Amendment, shall hawerieaning set forth in the Agreement. Upon
execution of this Amendment by the parties, anyseghent reference to the Agreement between thegahall mean the Agreement as
amended by this Amendment. Except as amended $Athendment, the terms and conditions set forthénAgreement shall continue in
full force and effect according to their terms.

The parties hereto agree as follows:
MODIFICATION OF THE FORTY-NINTH AMENDMENT

1. On October 10, 2000, Customer and CSG execud&thaAmendment to Restated and Amended CSG Mastescriber Management
System Agreement between CSG Systems, Inc. and ABi&&adband Management Corporation (the "49th Ameanditji Upon execution of
this Amendment:

(a) the date "February 28, 2001" of the third secgein Section 2 of the 49th Amendment relatintheotelephony domain server shall be
deleted and replaced with "December 31, 2001."; and

(b) the date "February 28, 2001" of the last sezdén Section 2 of the 49th Amendment relatindhtelephony domain server shall be
deleted and replaced with "December 31, 2001."; and

(c) insert "Usage Handling System (for an unlimiéedount of subscribers)," between "CSG Screen Bsgrand "and CIT and all
modifications" in the first sentence of Section)3tathe 49th Amendment; and

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES OF
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(d) the phrase "For a period not to exceed ninethsoftom the date hereof," of the first sentenc8edtion 6 of the 49th Amendment relating
to telephony transition assistance shall be deletedreplaced with "Upon Customer's request arddrapas Customer requests, but in no
event later than December 31, 2001,"; and

(e) the second sentence of the Scope of Exhibitthe49th Amendment shall be deleted in its etytiead replaced with "The project will
commence on October 15, 2000 with an objectiveotopdete all market conversions as soon as possilitea window not to exceed beyond
December 31, 2001."

(f) the dates of "July 15, 2001" of the sixth (6#md eighth (8th) bullet point of CSG's CommitmehExhibit A of the 49th Amendment shall
be deleted and replaced with "December 31, 2001d; a

(9) the tenth (10th) bullet point of CSG's Commitrnef Exhibit A of the 49th Amendment shall be detkin its entirety and replaced with
"CSG will support the Telephony IOT environmentiubecember 31, 2001.".

TELEPHONY OBLIGATIONS THROUGH DECEMBER 31, 2001

2. In the event that Customer, prior to Decembe2801, no longer requests CSG to provide the ses\éet forth in (i) Section 2 of the 49th
Amendment relating to the telephony domain ser/Egléphony Domain Services"), and/or

(i) Section 6 of the 49th Amendment relating tlepdony transition assistance ("Telephony TransiServices"), Customer shall provide
CSG with not less than sixty (60) days written c@tbefore the date Customer no longer requestst@pavide the Telephony Domain
Services and/or the Telephony Transition Servidggan CSG's receipt of said notice, the partieseatyeschedule a meeting between CSG's
Chief Executive Officer and Customer's Chief Finah©fficer to meet to discuss whether any redungito the financial and adjustments to
other terms set forth in Section 4 of this Amendbh#tould be made in light of the termination of Trdephony Domain Services and the
Telephony Transition Services prior to December28D1. However, under no circumstances, shall C&Grder any obligation to provide
the Telephony Domain Services, the CCS Telephongd3sing Services, nor the Telephony Transitioni&ss beyond December 31, 2001.

USAGE HANDLING SYSTEM EXPANDED LICENSE FEE

3. Customer agrees to pay CSG $***, which shaltlhe on *******xk¥x " for the expanded Usage Handihg System license, which is
granted pursuant to Section 1(c) of this AmendmEnérefore, on *****xxxxkxxx  Cystomer shall pay $*** by wire transfer to CSG of
immediately available funds.

TELEPHONY DOMAIN SERVICES AND BASIC SUBSCRIBER CHAR GE

4. Customer agrees to pay to CSG for (i) the TaagtiDomain Services between April 1, 2001 and Ddmam31, 2001, and (ii) the CCS
Telephony Processing Services between July 16, ad8December 31, 2001:

. $*** which shall be due and payable on **********+x by, Customer to CSG by wire transfer of immedibt available funds; and
2
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"Confidential Treatment Requested and the Redddtgdrial has been separately filed with the Comiois$

. $*** (unless otherwise mutually agreed by thetjgar pursuant to
Section 2 of this Amendment) which shall be due paghble on ********xxxiikix by Customer to CSG by wire transfer of immediately
available funds.

The fees set forth in this Section 4 include ardimlieu of:

. the Telephony Domain Server Fees as set forfiximbit B-4 of the 49th Amendment for the periodAgdril 1, 2001 through December 31,
2001;

. the fees set forth in Section 4 of Schedule EhefAgreement (except for any fees for System Ecdraents as set forth in Section 4.11.P of
Schedule D of the Agreement) for the period betwhédn 16, 2001 and December 31, 2001.

DEFERRAL OF PAYMENT OBLIGATIONS

5. Pursuant to the Payment Terms of Exhibit B-thef49th Amendment, $*** of the Expanded Licensé&Bare fee becomes due on
Tk As further consideration for the mu tual promises contained herein, CSG shall invoiget@mer $*** on *****tkkrkrx
which amount shall be due by Customer to CSG orf#*##*xxxxx  CSG shall invoice Customer the balancef $*** gn *** xrxaxakiik
which amount shall be due by Customer to CSG orjr###kskres

SALE OR TRANSFER OF EXISTING SUBSCRIBERS

6. (a) In the event that Customer sells, divesttloerwise transfers any subscriber that is cugremthereafter processed, or required to be
processed, on CSG's CCS system pursuant to the tdrinis Agreement ("Qualified Subscriber"), Custw shall obtain from the acquiring
entity, its successors and assigns (the "Acquigntity"), as a precondition to such transfer, atem and legally binding promise substanti
similar to that form of promise to be set forthERrhibit A attached hereto and incorporated heithiat, the Acquiring Entity shall use CSG as
the sole provider of the Products and Servicegéoh Qualified Subscriber for a period of ******rskkkirrkikrrrreirx from the date of
closing of said transfer, pursuant to terms andlitimms substantially similar to those set forthtie Agreement or in Acquiring Entity's
Master Subscriber Agreement, if any, with CSGhatAcquiring Entity's option. The nature of themise and the form of Exhibit A to affect
the obligation of the Acquiring Entity to use CS&sprrovide Products and Services for each Qualiedscriber will be agreed by CSG and
Customer no later than ninety (90) days after eti@cwof the Amendment.

(b) Customer shall notify CSG as soon as reasorghlgticable in any instance where an Acquiringtimtoes not for any reason execute (or
expresses its intent not to execute) an acceptaisteof Exhibit A. With respect to a breach or aigated breach by Customer of Section ¢
CSG shall be entitled to seek equitable reliefuduig injunctive relief and specific performancehwiespect to the requirements of Section 6

(@).
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(c) For purposes of Section 6(a), "Qualified Suibset' shall not include any owned but not managsuksriber or any subscriber of
Customer's pending sales of broadband systemetbaathe areas described on Exhibit B. Furthethéninstance where Customer (i) sells or
transfers control of subscribers to one or monaltharties, while simultaneously (ii) acquiring tah of other subscribers ("Subscriber
Swap") and the net effect of such Subscriber Swapi¢ch that the number of subscribers which araterequired to be, processed pursue
the terms and conditions of the Agreement (x) iases, (y) stays the same, or (z) decreases by amarqual to or less than twenty percent
(20%) of the total number of subscribers that Qustiosells or transfers in the particular Subscrideap, then and only then shall the
subscribers sold or transferred not be deemed &fi@d&ubscriber pursuant to Section 6(a).

MODIFICATION OF SECTION 29 OF THE AGREEMENT

7. (a) Section 29 of the Agreement shall not bdiegiple to the terms of an agreement between CSiGaay Acquiring Entity as it relates to
CSG's products and services with respect to angcsillers of the Acquiring Entity but only so long such agreement between CSG and the
Acquiring Entity is completed as a result of theuisition of Qualified Subscribers by the AcquiriBgtity (a "Qualified Subscriber
Processing Agreement"). Furthermore, upon trardfany non-managed ownership interest by Custoandy its current parent companies,
affiliates or subsidiaries, in subscribers, Sec#i@rof the Agreement shall not be applicable tot¢nms of an agreement, which is completed
as a result of the acquisition of such subscribatsrelates to CSG's products and services, bet@8&hand any entity, or successor-in-
interest to the same, which (i) acquires such osfriprinterest, or (ii) controls such subscriber&Nan-Managed Subscriber Agreement").

(b) Customer, on behalf of itself and its parenbsidiary, affiliate, agents, officers, directoesiployees, consultants, associates,
representatives, attorneys, heirs, predecessasessors and assigns, hereby forever release satthdje CSG and its current and former
parent companies, subsidiaries, affiliates, ag@effisers, directors, employees, consultants, dates, attorneys, representatives, heirs,
predecessors, successors and assigns, or any petsanby, through, under or in concert with iigrh any and all claims, counter-claims,
demands, causes of action or liabilities, knownrdtnown, whether at law or in equity, based upetating in any way to or arising under
Section 29 of the Master Agreement as it relatéheéderms of any Qualified Subscriber ProcessiggeAment and/or any Non-Managed
Subscriber Agreement.

PRINT AND MAIL EXCLUSIVITY

8. Until March 31, 2002, Customer shall be reledsaih its obligation to use CSG exclusively forpgnt and mail of telephony subscribers
statements but only as and to the extent thatust@ner is prevented from using the CSG Print aad Rroducts and Services due to
technical limitations of any third party telephdnijling and customer care services used by Custoamgt (ii) only as it relates to the
telephony portion of Customer's telephony subsceli®ll; provided, however, if CSG fails to penfiorany services specifically set forth in a
fully executed Statement of Work which preventstGoner from using the CSG
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Print and Mail Products and Services, the datédesforth in this Section 8 shall be deferredl@$G completes the services allowing
Customer to use the CSG Print and Mail ProductsSerdices.

THIS AMENDMENT is executed on the day and yeanfalsown above.
CSG SYSTEMS, INC. ("CSG") AT&T BROADBAND MANAGEMENT CORPORATION

("Customer")

By: /sl Jack Pogge By: /sl M chael P. Huseby
Name: Jack Pogge Nane: M chael P. Huseby
Title: President & COO Title: EVP, CFO
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EXHIBIT A

TBD
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EXHIBIT B
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EXHIBIT 10.02
[As amended to November 16, 2000]

CSG SYSTEMS INTERNATIONAL, INC.
1996 EMPLOYEE STOCK PURCHASE PLAN

ARTICLE |

GENERAL

1.1 Purpose of the Plan. The purpose of the CS&®gsinternational, Inc. 1996 Employee Stock Pusetlan (the "Plan") is to provide
Eligible Employees of the Company and its Subsidgawith a program for the regular purchase of &hémom the Company through perio
payroll deductions and dividend reinvestments,ghgigiving Participants the opportunity to acquineroprietary interest in the success of
Company.

1.2 Definitions. For purposes of the Plan, thediwlhg words and phrases shall have the meaningsaitedi, unless the context clearly
indicates otherwise:

(a) "Adjusted Price" means an amount equal to gifilie percent (85%) of the Fair Market Value oe thst trading day of the Plan Month
for which an Adjusted Price is being determined.

(b) "Agent" means the independent agent appointesijant to Section 1.4.
(c) "Company" means CSG Systems International, mBelaware corporation.

(d) "Eligible Employee" means a person who is ofarity age in his or her domicile state or otheplagable jurisdiction and is a full-time or
parttime employee of the Company or a Subsidiary, eixttegt a temporary employee and an employee whbéas designated by the Bo
of Directors of the Company as an executive offadfethe Company or is otherwise subject to the siods of Section 16(b) of the Securities
Exchange Act of 1934 shall not be eligible to maptte in the Plan.

(e) "Fair Market Value" means the last sale pritthe Shares as quoted on the Nasdaq National M8gkstem on the trading day for which
the determination is being made, or, in the evesit ho such sale takes place on such day, thegevefahe reported closing bid and asked
prices on such day, or, if the Shares are listed pational securities exchange, the last repa@aéziprice on the principal national securities
exchange on which the Shares are listed or adnitteéeding on the trading day f



which the determination is being made, or, if nohsteported sale takes place on such day, thegwerfahe closing bid and asked prices on
such day on the principal national securities ergleaon which the Shares are listed or admittetattirtg, or, if the Shares are neither quoted
on such National Market System nor listed or adrditb trading on a national securities exchangeatierage of the closing bid and asked
prices in the over-the-counter market on the dawtich the determination is being made as repdtealigh Nasdagq, or, if bid and asked
prices for the Shares on such day are not reptiitedgh Nasdaq, the average of the bid and askeelspior such day as furnished by any
New York Stock Exchange member firm regularly mgkinmarket in the Shares selected for such puippsiee Chief Executive Officer ¢

the Company, or, if none of the foregoing is apghie, the fair market value of the Shares as détedrin good faith by the Chief Executive
Officer of the Company in his sole discretion.

(f) "Participant"” means an Eligible Employee wha letéected to participate in the Plan pursuant tii@e2.1.
(9) "Plan Month" means each calendar month dutiegérm of the Plan.
(h) "Shares" means shares of Common Stock, $0.0dghae per share, of the Company.

() "Subsidiary" means a corporation of which rexd than fifty (50%) of the voting shares are tgldhe Company or a Subsidiary, whether
or not such corporation now exists or hereafterggnized or acquired by the Company or a Subsididre plural form of such word is
"Subsidiaries".

1.3 Effective Date and Term of Plan. The Plan dhadlome effective on September 1, 1996. The Plalhrg&main in effect indefinitely,
subject to termination by the Board of Directorgted Company as of the end of any Plan Month abgestito the provisions of Section 1.5.

1.4 Appointment and Removal of the Agent. The Camypahall appoint an independent bank, trust complarokerage firm, or other

financial institution to administer the Plan (inding but not limited to the establishment of suobcpdures as reasonably may be necessary t
accomplish such administration in a manner consistéh the purposes of the Plan), keep the recofdise Plan reflecting the interests of
Participants, hold Shares acquired under the Riarebalf of Participants, and generally act asatfent of Participants in the manner and to
the extent provided in the Plan. The Agent maygresit any time by giving written notice of suchigesition to the Company at least thirty
(30) days prior to the effective date of such neatgpn. The Company may remove the Agent at ang tisngiving written notice of such
removal to the Agent at least thirty (30) days ptithe effective date of such removal. In thergwd the resignation or removal of the Ag

the Company promptly shall



appoint a new Agent. The Company shall providendi@es and addresses of all Participants to thetAgéacilitate direct communications
by the Agent to the Participants.

1.5 Shares Available Under the Plan. The maximumbar of Shares which the Company may issue unédPidm is 250,000. In the even
an increase in the number of outstanding Sharesdson of a stock dividend or stock split, the nemdf Shares remaining available for
issuance under the Plan shall be increased propatély.

1.6 Action by the Company. Whenever an actiongsiired by or permitted to the Company under tha@ Rlaless otherwise expressly

provided by the Plan or the Board of Directorshaf Company, such action shall be taken by the Ghietutive Officer of the Company or
his or her delegate.

ARTICLE II

PLAN PARTICIPATION

2.1 Enrollment and Payroll Deductions. Participaiio the Plan is voluntary. An Eligible Employeeyredect to participate in the Plan by
completing and delivering to the Company enrollmard payroll deduction authorization forms pressibby the Company authorizing
periodic payroll deductions by the Company fromtsktigible Employee's wages of the periodic amap#cified by such Eligible
Employee. Payroll deductions with respect to agiBlié Employee shall commence as soon as admitivgtiapracticable but not later than
the first payroll date in the Plan Month next feling the Plan Month in which the enroliment and nedlydeduction authorization forms of
such Eligible Employee are received and acceptatidCompany. If a Participant's wages are paid biweekly schedule, then the biwee
payroll deduction amount specified by such Paréistgn his or her payroll deduction authorizatiomf must be a minimum of $10.00 and
may not exceed $500.00; in the case of Participahtsse compensation is paid in a currency other Urited States dollars, the applicable
limits shall be the approximate equivalents of sadhimum and maximum amounts fixed from time todiby the Company in
administratively convenient units of such othemrency. If a Participant's wages are paid on a sdbesther than biweekly, then the periodic
payroll deductions referred to in this Section ghall be made with respect to such Participant@oalance with such schedule as reflecte
such Participant's payroll deduction authorizafamm; and the Company shall proportionately adihstminimum and maximum permitted
payroll deductions applicable to such ParticipanRarticipant may change his or her periodic pdydetiuction amount by written notice to
the Company in such form as the Company may spestifsh change shall be effective as soon as adnaitively practicable but not later
than the first payroll date in the Plan Month nielfowing the Plan Month in which the change forsiréceived and accepted by the
Company. A Participant may cease participatiolm@PRlan as of any payroll date by giving writteice of such cessation to the Company in
such form as the Company may specify at leasefiffd5) days prior to such payroll date, in whiebrg such Participant may not eater the
Plan for ninety (90) days after the effective dateuch cessation of participation in the Plan.
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2.2 Issuance of Shares. On the last business degcbfPlan Month, the Company shall notify the Adgenvritten or electronic form of the
aggregate United States dollar amount withhelgefah Participant during such Plan Month and shattiict the transfer agent for the Shares
to issue to the Agent (in such form or nominee nasthe Agent may direct) as an original issuafi@thorized but unissued Shares or as
the reissuance of Shares held by the Company asuteshares (and shall provide such transfer agémsuch additional documentation as
may be required for such purpose) that numberlbShares which is equal to (a) the aggregate driitates dollar amount withheld pursuant
to the Plan for all Participants during such Plaonith divided by (b) the Adjusted Price. Upon thteuance or reissuance of such number of
full Shares, the amount referred to in clause {&@h® preceding sentence shall be deemed to hasregzed to and received by the Company,
and shall be appropriately reflected on the bodkkeCompany, as the consideration for such nurabeewly issued or reissued full Shar
however, if the Agent's record-keeping systems fieanractional share resulting from the calcuatreferred to in the preceding sentence
may be taken into account in the Plan records mizied by the Agent. For purposes of determinindthiged States dollar amount withheld
from the wages of Participants whose compensagigaid in a currency other than United States dglthe amount withheld in such other
currency shall be converted to United States dobharthe basis of the applicable exchange rateeduntThe Wall Street Journal for the next-
to-the-last business day of the Plan Month involved

2.3 Allocation of Shares. The Agent shall allodie Shares acquired by the Agent pursuant to Se2tibfor a particular Plan Month among
those Participants whose payroll deductions pravitie funds used to acquire such Shares. Suchattiacshall be made in the Plan records
maintained by the Agent in proportion to the Unigtdtes dollar amount of funds so provided by datticipant and, if fractional shares are
involved, shall be made to three decimal placebjegtito the provisions of Section 2.5, the Agdralshold in its name or the name of its
nominee, for the benefit of all Participants, &lhges acquired under the Plan. At least annuaily,aa such other times as the Agent may
determine to be appropriate, the Agent shall sestdtement directly to each Participant, showinthwespect to such Participant acquisitions
of Shares, dividends credited, sales or distrilmstiof Shares, and any applicable commissions erdearged to such Participant during the
period covered by such statement.

2.4 Dividends and Distributions. Dividends and oftlistributions by the Company with respect to 8kdreld by the Agent under the Plan
shall be allocated or otherwise dealt with by tlgeAt as follows:

(a) Cash Dividends. Cash dividends received byAtient on Shares allocated to Participants' Planwats shall be used by the Agent to
acquire additional Shares for such Participanteehyitting the aggregate amount of such cash dividéa the Company to be added to the
amount applied to the next acquisition of Sharesmfthe Company pursuant to Section 2.2.
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(b) Stock Dividends and Stock Splits. Stock dividemand stock splits shall be credited to Partidgpaaving Shares allocated to their Plan
accounts to the extent that such stock dividendsstock splits are attributable to such Shares.

(c) Stock Rights. If the Company makes availablistetockholders generally rights to subscribadditional Shares or other securities, such
rights accruing on Shares held by the Agent urfieePlan shall be sold by the Agent and the netgas of such sale shall be applied to the
acquisition from the Company of additional ShamsHarticipants in the same manner as cash dividarelapplied.

2.5 Issuance of Stock Certificates; Sales of Shafpsn the request of a Participant, the Agent géllse a stock certificate for some or all of
the full Shares in such Participant's Plan acctube issued and delivered to such Participant@sptly as practicable. Upon the issuanc
such certificate, such Participant's Plan accolithbe appropriately debited. Upon the request Bfaticipant, the Agent will sell for the
account of such Participant any or all of the Shamesuch Participant's Plan account and shalltrdraiproceeds of such sale, net of
applicable brokerage commissions (if any), to sRatlticipant as promptly as practicable. If a Panéint requests that sale proceeds be
remitted to such Participant in a currency othantbinited States dollars, then the requested ayrrexchange will be made at the prevailing
rate for transactions of the size involved as aeiteed in the sole discretion of the Agent or itsigaee for such purpose, and such Participant
will bear all expenses incurred by the Agent ireefing such currency exchange. Requests by Pantitsgursuant to this Section 2.5 may be
made in writing or by such electronic or other neas the Agent may provide.

2.6 Stockholder Rights. A Participant will have tight to vote the Shares in his or her Plan actouaccordance with the Agent's customary
procedures for the voting of shares held in "stneebe" or other similar types of accounts. A Padint shall have no rights as a stockholder
of the Company with respect to any Shares heldich ®articipant's Plan account until a certifidatesuch Shares has been issued in the
name of such Participant and reflected in the stolder records of the Company.

2.7 Expenses. The Company will bear all of the agps of administering the Plan, including but imaited to the Agent's fees and any
transfer taxes and expenses of transferring Shaufearticipants. However, a Participant will beay axpenses incurred by the Agent in
selling Shares held for such Participant undeiPla@, including but not limited to applicable brokge commissions and currency exchange
expenses.

2.8 Termination of Eligibility. If a Participant ases to be eligible to participate in the Plaraioy reason, including but not limited to the
termination of such Participant's employment by@uwenpany or a Subsidiary, then such Participant ntajpnger participate in the Plan
through payroll deductions. If a Participant cedsdse eligible to participate in the Plan for agen other than such Participant's death, then
the Agent shall maintain such Participant's Plazoant pending the Agent's receipt of instructioitisee from the Participant
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or from the Company as to the sale of or the issei@h a stock certificate for the Shares in su@mRlccount in accordance with Section 2
a Participant dies, then the Agent shall maintasndeceased Participant's Plan account pendinfygdet's receipt of instructions as to the
disposition of such account from the duly authatizepresentative of the deceased Participant'teesta

2.9 Termination of Plan. If the Company termindtesPlan, then the Agent shall cause a stock ivatif for the full Shares in a Participant's
Plan account to be issued and delivered to sudicipant as promptly as practicable and shallfeelthe account of such Participant any
fractional Shares in such Participant's Plan adcand remit the proceeds of such sale, net of egiplie brokerage commissions (if any), to
such Participant as promptly as practicable. Howeméts discretion, the Company may provide addgl alternatives for the disposition of
the Shares in a Participant's Plan account upoteth@nation of the Plan.

ARTICLE 1l

MISCELLANEOUS

3.1 Interpretation. The Chief Executive Officertibé Company or his or her delegate shall have dtteoaty to establish rules and regulations
for the operation of the Plan, to interpret thenPknd to decide any and all questions which miegan connection with the Plan. Any
delegate of the Chief Executive Officer of the Camypfor purposes of the Plan shall not make angréimnary decision which pertains
directly to such delegate as a Participant.

3.2 Nonassignability. No Participant shall have dgit to sell, assign, transfer, pledge, or otheevencumber or convey such Participant's
Plan account or any Shares credited to such accouaty part thereof, prior to such Participaattial receipt of a certificate for such Sh:
or the proceeds of the sale of such Shares. Noalewunt shall be subject to attachment, garnishreseizure for the payment of any de
judgments, alimony, child support, or separate tea@nce owed by a Participant nor be transferaptgpkration of law in the event of
Participant's bankruptcy or insolvency.

3.3 Employment Rights. An Eligible Employee's elatto participate in the Plan and the Companyepiance of such Eligible Employee's
enrollment in the Plan shall not be deemed to éosta contract of employment between such Elgtbinployee and the Company or any
Subsidiary. No provision of the Plan shall be degneegive any Participant any right (i) to be rata in the employ or other service of the
Company or any Subsidiary for any specific lengdtkiroe, (ii) to interfere with the right of the Cqrany or any Subsidiary to discipline or
discharge the Participant at any time, (iii) tochahy particular position or responsibility wittet@ompany or any Subsidiary, or

(iv) to receive any particular compensation fromm @ompany or any Subsidiary.

3.4 Withholding; Payroll Taxes. To the extent regdiby applicable laws and regulations in effe¢hattime payroll deductions pursuant to
the Plan are made from a



Participant's wages, the Company or the Subsidiiamyhom such Participant's wages are paid shatiheitl from the remaining portion of
such wages any taxes or other obligations requirée withheld from such wages by federal, staiegll or other laws by reason of such
payroll deductions and the purchase of Shares uhdd?lan for the benefit of such Participant ptiee less than Fair Market Value.

3.5 Transfer Upon Death. The Plan account of adiaaht may be transferred by will or the laws efdent and distribution upon the death of
such Participant, but the Company may require earnsteree of a deceased Participant's Plan actmetdct with respect to the Shares in
such transferred Plan account either to receivertificate for all full Shares and the net salegereds of any fractional Share or to sell all of
the Shares and receive the net proceeds of sueh sal

3.6 Amendment. The Board of Directors of the Conypaay amend the Plan at any time in whole or int péthout terminating the Plan;
however, no amendment of the Plan shall decreaseumber of Shares already credited to the Plaouats of Participants. If the Board of
Directors of the Company changes the discount fram Market Value at which Shares are to be acduireder the Plan, then the Company
shall not implement such change until the theniétpants have been notified of such change and haea given a reasonable opportunity to
cease participation in the Plan.

3.7 Plan Year. The plan year shall be the calepear, except that the first plan year shall beginhe effective date of the Plan and end on
December 31, 1996.

3.8 Securities Law Compliance. The obligation & @ompany to sell and issue Shares pursuant l#imeis subject to the approval of any
governmental authority required in connection wiitd authorization, issuance, or sale of such Skarédo the satisfaction of any legal
preconditions to such issuance or sale.

3.9 Governing Law. The provisions of the Plan shallgoverned by and construed according to the dditlee State of Delaware.

3.10 Number and Gender. Unless the context otherxeiguires, for all purposes of the Plan, wordsiésingular include their plural, words
in the plural include their singular, and wordag gender include the other genders.

3.11 Successors. The provisions of the plan sledtlibding upon and inure to the benefit of the Canyp each Participant, and their
respective heirs, personal representatives, sumsgssd permitted assigns (if any).

3.12 Section Titles. The titles of the various getd of the Plan are for convenient reference anly shall not be considered in the
interpretation of the Company.



Exhibit 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2000

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 report included imstAnnual Report on Form 1K into the
Company's previously filed Registration Statemel® Ro.'s 333-10315, 333-32951, 333-48451, 333-83atid 333-42202.

ARTHUR ANDERSEN LLP

Omaha, Nebraska,

March 27, 200:



ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM 2000 FORM 10-K AND IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINRCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE 12 MOS
FISCAL YEAR END DEC 31 200
PERIOD START JAN 01 200!
PERIOD END DEC 31 200
CASH 32,75
SECURITIES 10,98:
RECEIVABLES 139,46¢
ALLOWANCES 5,001
INVENTORY 0
CURRENT ASSET? 188,95-
PP&E 79,087
DEPRECIATION 42,45
TOTAL ASSETS 332,08
CURRENT LIABILITIES 107,63
BONDS 32,82(
PREFERRED MANDATORY 543
PREFERREL 0
COMMON 0
OTHER SE 190,62t
TOTAL LIABILITY AND EQUITY 332,08
SALES 398,89!
TOTAL REVENUES 398,89!
CGS 151,53
TOTAL COSTS 151,53
OTHER EXPENSE! 42,33¢
LOSS PROVISION 0
INTEREST EXPENSE 5,80¢
INCOME PRETAX 145,20:
INCOME TAX 54,73¢
INCOME CONTINUING 90,46¢
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 90,46¢
EPS BASIC 1.731
EPS DILUTED 1.601

1IN THOUSANDS, EXCEPT PER SHARE AMOUNT1



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 75.8% and 78.8%6 ¢otal revenues from its primary product, Commitations Control System, and
related products and services (collectively, "COB'the years ended December 31, 2000 and 1998 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 (as amended)
The AT&T Contract had an original term of 15 yeansl expires in 2012. The AT&T Contract includes imiim financial commitments by
AT&T over the life of the contract, and as amendadiudes exclusiv:




rights for the Company to provide customer carelgitihg products and services for AT&T's offeringBwireline video, all Internet/high
speed data services, and print and mail services.

The AT&T Contract contains certain performanceectit 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 @empany 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 the¢esk necessary to obtain the innovation
from a third party.

To fulfill the AT&T Contract and to remain compéti, the Company believes it will be required teelep new and advanced features to
existing products and services, as well as newymtsdand services, all of which will require subsi research and development, as well as
implementation and operational aptitude. AT&T Has ight to terminate the AT&T Contract in the evehcertain defaults by the Company.
To date, the Company believes it has complied thighterms of the contract. Should the Companytdaiheet its obligations under the ATé
Contract, and should AT&T be successful in anyaarcto either terminate the AT&T Contract in wholeio part, or collect damages caused
by an alleged breach, it would have a material thpa the Company's results of operations. Indieeithe Company's third quarter ended
September 30, 2000, AT&T filed a Demand for Arltita relating to the AT&T Contract, causing a sfigant drop in the trading price of tl
Company's Common Stock. The AT&T Contract andiiteadments (including the amendment executed a®ptre agreement to withdraw
the Demand for Arbitration) have been includedxdsl#ts to the Company's filings with the Secustend Exchange Commission. See
"Management's Discussion and Analysis of FinarnC@idition and Results of Operations" for additiogigcussion of the arbitration claim
and the Company's business relationship with AT&T.

Business Activities and Dependence On AT&T

AT&T completed its merger with Tele-Communicatiohs;. (TCI) in March 1999 and completed its mengéh MediaOne Group, Inc.
(MediaOne) in 2000. During the years ended Decer@beP000 and 1999, revenues from AT&T and af@ithtompanies generated under
AT&T Contract represented approximately 50.4% a®¢% of total revenues, respectively. The Compagpeets to continue to generate a
significant portion of its total revenues from AT&nhd affiliated companies in the future. Thereiaherent risks whenever this large of a
percentage of total revenues is concentrated wighomstomer. One such risk is that, should AT&T'siess generally decline or not grow as
rapidly as anticipated, it would have a materigbawt on the Company's results of operations.

If the Company were to fail to continue to perfaoccessfully under the AT&T Contract, that wouldda material adverse effect on the
financial condition and results of operations @& @ompany. Likewise, if AT&T were to breach its evadl obligations to the Company, that
would have a material adverse effect on the firremndition and results of operations of the Conypa

Historically, a substantial portion of the Compamgvenue growth resulted from the sale of prodaictsservices to AT&T, both of which ¢
in excess of the minimum financial commitmentsuaded in the contract. There can be no assurantéhth&ompany will continue to sell
products and services to AT&T in excess of the mimn financial commitments included in the contract.

RENEWAL OF AOL TIME WARNER CONTRACTS

America Online, Inc. ("AOL") and Time Warner comigd their merger in 2000, and now operate undenéimee AOL Time Warner Inc.
("AOL Time Warner"). During the years ended Decentifg 2000 and 1999, revenues from AOL Time Warapresented approximately
8.3% and 10.2% of total revenues, respectively. Thmpany provides services to AOL Time Warner umdeltiple, separate contracts with
various AOL Time Warner affiliates. These contraats scheduled to expire on various dates. Theréadf AOL Time Warner to renew
contracts representing a significant part of itsibess with the Company would have a material adveffect on the financial condition and
results of operations of the Company. It woulc



premature to predict the impact, if any, the regdtAOL Time Warner merger would have on the foahcondition or results of operations
of the Company.

CONVERSION TO THE COMPANY'S SYSTEMS

The Company's ability to convert new client site#ts customer care and billing systems on a tiraely accurate basis is necessary to meet
the Company's contractual commitments and to aehte\business objectives. Converting multiplessiteder the schedules required by
contracts or business requirements is a difficudt @mplex process. One of the difficulties in te@version process is that competition for
the necessary qualified personnel is intense an@€tmpany may not be successful in attracting ataining the personnel necessary to
complete conversions on a timely and accurate bak&inability of the Company to perform the corsien process timely and accurately
would have a material adverse effect on the resfiltigerations of the Company. The Company is atiyrescheduled to convert
approximately 5.0 million customers (of which apprnoately 4.0 million are the MediaOne customersrgly acquired by AT&T) onto its
processing system during 2001.

INDUSTRY CONSOLIDATION AND DEPENDENCE ON CABLE TELE VISION AND DBS INDUSTRIES

The Company's business is concentrated in the talblision and Direct Broadcast Satellite ("DBBifjustries, making the Company
susceptible to a downturn in those industries. mthe years ended December 31, 2000 and 199@aimpany derived 77.7% and 75.8%,
and 16.0% and 15.5% of its total revenues from @orgs 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-raheficlient 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 intcathie television market will become clients & @ompany. Also, there can be no
assurance that cable television providers willdieessful in expanding into other segments of tmverging communications markets. Even
if major forays into new markets are successfid,@lompany may be unable to meet the special bidlirdjcustomer care needs of that ma
The cable television industry both domestically aridrnationally is undergoing significant ownegskhanges at an accelerated pace. One
facet of these changes is that cable televisionigheos are consolidating, decreasing the potentiaiber of buyers for the Company's
products and services. Currently, seven providezsunt for approximately 85% of the U.S. cableuisien market and two providers acca
for almost the entire U.S. DBS market. The Companogesses and/or provides statement printing flerast a portion of the customers (i)
five of the seven cable television providers, anddr one of the DBS providers. For the year ethidm=cember 31, 2000, approximately 72%
of the Company's total revenues were generated ¢mmpanies either under the control of, or expetdezbme under the control of, these six
providers. Consolidation in the industry may putisk the Company's ability to leverage its exigtielationships. Should this consolidation
result in a concentration of cable television costoaccounts being owned by companies with whonCtrapany does not have a
relationship, or with whom competitors are entresattit could negatively effect the Company's apiit maintain or expand its market share,
thereby adversely effecting the results of operatio

NEW PRODUCTS AND RAPID TECHNOLOGICAL CHANGE

The market for customer care and billing systentharacterized by rapid changes in technology auilghly competitive with respect to the
need for timely product innovations and new prodatbductions. The Company believes that its feitsmccess in sustaining and growing
annual revenue per customer account depends updinwed 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 produatissgnvices in the market. Developm
projects can be lengthy and costly, and



subject to changing requirements, programmingdliffies, a shortage of qualified personnel, andraseen factors which can result in
delays. In addition, the Company is typically resgible for the implementation of new products, degdending upon the specific product,
may also be responsible for operations of the mbdthere is an inherent risk in the successfulémgntation and operations of these
products as the technological complexity increashere can be no assurance (i) of continued madastptance of the Company's current
products, (ii) that the Company will be successiithe timely development of product enhancementseav products that respond to
technological advances or changing client need§iipthat the Company will be successful in sugp@ the implementation and/or
operations of product enhancements or new 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, conwsrsiod technical support. The Company may not beessful in attracting and retaining
the personnel it requires, which would adverselgatithe Company's ability to meet its commitmeartd new product delivery objectives.

VARIABILITY OF QUARTERLY RESULTS

The Company's quarterly revenues and results cpéatly relating to software and professional sesj may fluctuate depending on various
factors, including the timing of executed contraantsl the delivery of contracted services or pragjube cancellation of the Company's
services and products by existing or new cliets Hiring of additional staff, new product develaprhand other expenses, and changes in
sales commission policies. No assurance can ba gnag results will not vary due to these factévsthe Company's overall revenue grows,
so too does the risk associated with meeting filsdiegpectations 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 ictpgpon the market price for the Company's Comniogks



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's systems are consfyuconnected to the Company's products througdriaty of 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 revimsunt 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, unauthorizecctdrom 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 periodicallyeugoes a security review of its
internal systems by an independent party, andrhpemented a plan intended to limit the risk ofuaauthorized access to the networks and
systems, including network firewalls, intrusioneldton systems and antivirus applications.

The method, manner, cause and timing of an extemdeduption or outage in the Company's networksystems 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 &



consequence. In addition, should the Company'sarksior systems be significantly compromised, itldanost likely have a material
adverse effect on the operations of the Comparjyding its ability to meet product delivery obltgms or client expectations. Likewise,
should the Company's networks or systems experi@n@xtended interruption or outage, have theursigocompromised or data lost or
corrupted, it would most likely result in an immatdi loss of revenue, as well as damaging the repuitaf the Company. Any of these events
could have both an immediate, negative impact uperCompany's short term revenue and profit exfieos 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 botinfnaane and distributed system computing environseas 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, which was recextignded and is now scheduled to
expire June 30, 2005. The Company believes it cobtdin mainframe data processing services froerrative sources, if necessary. The
Company has a business recovery plan as part afieement with FDC should the FDC Data Centeesuifi extended business interruption
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 (dsown as "open systems") data
processing center on multiple servers for the beak€ertain clients. During the first part of 20Ghe Company will migrate these distributed
systems servers to the FDC Data Center. The pratgds/sically moving these servers involves certéks, including physical damage to
the servers, loss of client data, inadequate puresdor data and application restoration, andtadéshing proper network connectivity, all
which could result in an extended outage of aniegiidn. The Company has developed a comprehepsoject plan to address these risks,
which includes assistance from an experienced garty to physically move the servers between lonat as well as extensive data backup
procedures to limit the risk of data loss. Oncegittoned, FDC will provide the operations monitgriand facilities management services,
while the Company will provide hardware, operataygtems and application support.

Typically, these distributed product applicationterface to and operate in conjunction with CCSteiacommunication networks. The
Company is currently implementing its business vecg plan for these applications. The Company db@ Rave extensive experience in
running applications within the mainframe computptatform, and only within the last few years begamning applications within a
distributed systems environment. In addition, tr@nframe computing environment and related techgyle mature and has proven to be a
highly reliable and scaleable computing platformeT™istributed systems computing platform is ndhatsame level of maturity as the
mainframe computing platform. In addition, secudtiacks on distributed systems throughout thedtrgare more prevalent than on
mainframe environments due to the open natureasfetlsystems.

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 anyquéat product application or internal system whisloperated within the FDC Data Cel
or the Company's facilities, as well as the coringdelecommunications networks, experience annglde business interruption or outage, it
could have an immediate impact to the businessatipes of the Company's clients, which could haveaterial adverse effect on the
financial condition and results of operations @ @ompany, as well as negatively affect

the Company's ability to attract and retain newrtk.
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