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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 CSG Acquisition.

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

Company Overview

The Company provides customer care and billingtswia worldwide for the converging communicationarkets, including cable television,
direct broadcast satellite ("DBS"), telephony, orelservices and others. The Company's productsemvites enable its clients to focus on
their core businesses, improve customer serviger aew markets and operate more efficiently. Then@any offers its clients a full suite of
processing and related services, and software @fdgsional services that automate customer cardilimg 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 manigesénd churn management. The Company generatesused $476.9 million in 2001
compared to $398.9 million in 2000, an increas28, and revenue grew at a compound annual gratghof 31% over the six-year period
ended December 31, 2001.

The Company has established a leading presencevajoghing strategic relationships with major papats in the cable television and DBS
industries, and derived approximately 82% and 12%sdotal revenues in 2001 from U.S. cable ted@n and U.S. and Canadian DBS
providers, respectively. The Company provides acustocare and billing to more than 40% of the homeke United States. During 2001 :
2000, the Company derived approximately 71% and, #é%pectively, of its total revenues from procegsind related services. Total
domestic customer accounts on the Company's piagesgstem as of December 31, 2001 were 43.3 mjltompared to 35.8 million as of
December 31, 2000, an increase of 21%. The Compamyerted approximately 6.1 million new customescamts onto its processing syst
during 2001. On an annualized basis, the Compargived $8.70 in processing revenue per video at¢dauhe fourth quarter of 2001
compared to $8.45 in the fourth quarter of 200@, $B.78 in processing revenue per Internet acdouhe fourth quarter of 2001 compare:
$4.86 per account in the year-ago period.

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 communications company, from initial setam activation, to service activity monitoring,dbgh billing and accounts receivable
management. The growing complexity of communicaiservices and the manner in which they are package priced has created
increased demand for customer care and billingeaysthat deliver enhanced flexibility and functilityaBecause of the significant level of
technological expertise and capital resources redud develop and implement such systems sucdlyssfie majority of cable television,
DBS, and mobile service providers have electediteaurce customer care and billing.

Acquisition of Lucent Technologies Inc. Billing aflistomer Care Assets Subsequent to December 31, 20

On December 21, 2001, the Company reached an agréémacquire the billing and customer care as¥dtsicent Technologies Inc.
("Lucent"). Lucent's billing and customer care Ingsis consists primarily of: (i) software produatd aelated consulting services acquired by
Lucent when it purchased Kenan Systems



Corporation in 1999; (ii) BILLDATS Data Manager niation software; (iii) software and related tectogies developed by Lucent's Bell
Laboratories; and

(iv) elements of Lucent's sales and marketing degdion (collectively, the "Kenan Business"). OrbReary 28, 2002, the Company
completed the acquisition (the "Kenan Acquisitior8ge "Management's Discussion and Analysis ofri€iadCondition and Results of
Operations" for additional discussion of the Kewaguisition.

The Kenan Acquisition is expected to have a sigaift impact on the Company's business operatiotheifuture. Since the transaction
closed subsequent to December 31, 2001, the Kenpquigition has not been considered in the Compaligtaission of its "business” as of
and for the year ended December 31, 2001. Howduerfo its significance to the Company's busineskscussion of the Kenan Acquisition
and its anticipated impact on the Company's businpsrations has been included at the end of IteélBukiness".

AT&T Contract and Asset Acquisition

In September 1997, the Company purchased certtiimese technology assets that were in development 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 operatiinto AT&T Broadband
("AT&T"). In December 2001, AT&T announced its agment to merge with Comcast Corporation. The Comgantinues to service AT&
under the terms of the 15-year processing conftiaet'AT&T Contract"). The Company generates a iiggmt portion of its total revenues
under the AT&T Contract. See "Management's Disausand Analysis of Financial Condition and Resaft®perations” for additional
discussion of the AT&T Contract and the Companysitess relationship with AT&T.

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

Expand Core Processing Business. The Company evitirtue to leverage its investment and expertidggh-volume transaction processing
to expand its processing business. The processisigdss provides highly predictable recurring rexssnthrough multi-year contracts with a
client base that includes leading communicatiomgice providers in growing markets. The Companyéased the number of customers
processed on its systems from 18.0 million as afdbeber 31, 1995 to 43.3 million as of December2BD]1, a compound annual growth rate
for this period of 16%. 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. On an annualized basis, the Compaeyved $8.70 in processing revenue per video atdouhe fourth quarter of 2001
compared to $8.45 in the fourth quarter of 200@, $B.78 in processing revenue per Internet acdouhe fourth quarter of 2001 compare:
$4.86 per account in the year-ago period. The aszén processing revenue per video account rgaitesrily to: (i) increased usage of
ancillary services by clients; (ii) the introductiof new products and services; and (iii) price@ases included in client contracts. The
decrease in processing revenues per Internet acisodwe primarily to the ability of Internet clisnto spread their processing costs, some of
which are fixed in nature, across a larger custdmase. In addition, the Company continues to naflreew software applications and provide
professional services to enhance the functionefiiys customer care and billing solution and tppurt the Company's clients' initiatives for
new revenue opportunities. Software and profess&sraices revenues were $137.7 million in 2001 pgarad to $104.1 million in 2000. This
increase relates primarily to higher demand forGoenpany's customer relationship management, eatec, and workforce automation
software applications.



Enter New Markets. As communications markets cage/ethe Company's products and services can &eilfficient entry into new markets
by existing or new clients. For example, as thdecgdevision providers expand into on-line sergidhe Company is offering customer care
and billing solutions necessary to meet their ne€de Company is entering new markets, such amtigle and wireline markets, that with
new and/or acquired technology, or modificationths Company's existing technology, can be seryetido 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 bedighat its technology in customer care and bilBofutions 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 Compangsvth strategy includes a commitment to the mankgtif its products and services
internationally. The Company has conducted intéonat operations in the past and will significaritigrease the level of its international
operations as a result of its recent acquisitiothefKenan Business.

CSG Products and Services

A background in high-volume transaction processiognplemented with world- class applications sofeyallows the Company to offer the
most comprehensive, pre-integrated products andcesrto the communications market, serving vidiata and voice providers and handling
all aspects of the customer lifecycle. Since 1998 ,Company has invested an average of 12% of vegen R&D. This has allowed the
Company to increase its offering from two produotsnore than 25. Listed below are several of thegteducts offered by the Company.

CSG CCS/BP (formerly known as CCS(R)) is a serbigeeau based customer care transaction processjiigeethat is the core component
of CSG's outsourced customer care and billing @latf

Advanced Customer Service Representative(R) (ACHR¢Rhe front-end interface to the Company's @ustr care and billing platform that
provides user-friendly access to customer inforamasitored in the billing and customer care engine.

CSG Workforce ExpressSM is a mobile tool that allalispatchers and field technicians access torassigts and other service-oriented
tasks. Work orders are delivered through CSG TethiNe&eb-enabled cell phone that enables techrad@mperform tasks in the field.

CSG.net(TM) consists of tools to support convergeistomers operating multiple product lines thguie IP-based billing capability, such
as video on demand, interactive television and kjgged data.

CSG Care Express(R) enables customer self-calading a solution to view and pay bills over théehmet.

CSG Vantage(R) allows clients to collect and legermarketing and consumer behavior informatiorffier specific package pricing and
discounts to their customers.

Enhanced Statement Presentation(R) (ESP(R)) letsteltailor logos, graphics, and messages on mgstmvoicesturning a monthly bill into
an easy-to-read communications and marketing tool.

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 allomoviders to offer this line of business via a $énlgilling platform. Through a flexible
platform, it integrates ordering and provisioningdétions, and offers robust call rating capability.
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CSG High Speed Data enables providers to offegllesind service customers of this line of busingasa single billing platform. Its
specialized functionality helps customer servigeesentatives ("CSRs") reduce average call timdsraprove customer service.

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

Credit Verification Service/Risk Management Systamomates risk assessment, reducing financiabgiskentifying high-risk customers.
Paybill Advantage(R) lets customers have theislalitomatically 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, increasegpvery rates and reducing costs.
Cash Register Receipts allows for enhanced handfifignt counter and payment center transactions.

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

CSG Info Express(TM) allows customers to use imt@ra voice response technology to complete cettaiks such as checking account
balances or ordering a pay-per-view event. It hiedpgduce staffing requirements and decrease mestvait times.

CSG Screen Express(R) helps to reduce custometimaal via instant messaging directly to call ce@8R's desktops. Additionally, this
product delivers real-time call center performaimeiicators such as call hold times and number ti$ caqueue.

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

CSG Direct SolutionsSM allows access to the Comigastate-of-the art statement presentation solsitiegardless of billing system in use. It
provides an attractive cost-saving advantage twiumse statement printing.

CSG NextGen/BP (formerly known as CSG NextGen(Tilfhe Company's billing platform designed spealficfor international cable
broadband providers. Its flexible architecture desithe platform to run in a service bureau ordnide environment.

CSG ProfitNow! (TM) provides the tools for compasite predict which customers may be at risk ohflignd identifies proactive steps to
keep them. It also predicts which customers are lik@dy to buy additional services.

Clients

In 2001, the majority of the Company's largestrtbglisted in alphabetic order) were video anddgmbviders located in the United States
Canada, and are listed below.

AOL Time Warner DirecTV

AT&T Broadband (includes former TCl and MediaOne) Echostar Communications Corporation
Adelphia Communications Corporation Mediacom Communications

Charter Communications Prodigy Communications Corporation

Cox Communications



During the years ended December 31, 2001, 20008948 (i) revenues from AT&T represented approxeheb5.8%, 50.4%, and 50.5% of
total revenues; (ii) revenues from Echostar Comuations Corporation ("Echostar") represented agprately 10.0%, 9.3%, and 7.3% of
total revenues; and (iii) revenues from AOL Timemé& Inc. and its affiliated companies ("AOL TimeawMer") represented approximately
7.5%, 8.3%, and 10.2% of total revenues; respdygtiBee "Management's Discussion and Analysis mduf¢ial Condition and Results of
Operations" for discussion of the Company's contraith AT&T.

Client and Product Support

The Company's clients typically rely on the Compforyongoing support and training needs relatintheoCompany's products. The
Company has a multi- level support environmeniticlients. In 2001, the Company established esffiatbusiness units ("SBUs") to support
the business, operational and functional requirésneineach client. These dedicated account managdesms help clients resolve strategic
and business issues and are supported by the Cglspanduct support center, which operates 24 hausy, seven days a week. Clients call
an 800 number and through an automated voice respanrit, direct their calls to the specific prodsigpport areas where the questions are
answered. The Company has a full-time training stafl conducts ongoing training sessions bothérfitld and at its training facilities
located in Denver, Colorado and Omaha, Nebraska.

Sales and Marketing

The Company has assembled a direct sales andss@lpsrt organization. The Company has organizeshits efforts within the SBUs with
senior level account managers who are respongblesiiv revenues and renewal of existing contradtiman account. Account managers
are supported by sales support personnel who gegierced in the various products and servicestiga€ompany provides.

FDC Data Processing Facility

The Company outsources to FDC data processingedaitbd computer services required for operatiath®fCompany's domestic processing
services. The Company's proprietary software ismiDC's facility to obtain the necessary mainfeacomputer capacity and other computer
support services without making the substantiaitaband infrastructure investments that would beassary for the Company to provide
these services internally. The Company's clierdscannected to the FDC facility through a comboratf private and commercially provid
networks. During 2000, the Company renegotiatedatsices agreement with FDC. The new agreemaatriselable only for cause, and
expires June 30, 2005.

Research and Development

The Company's product development efforts are fedtas developing new products and improving exgstiroducts. The Company believes
that the timely development of new applications andancements is essential to maintaining its ctitiygeposition in the marketplace. The
Company's development efforts for 2001 were focysedarily 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, and interactive services (e.geoAoh-demand); and

. address the international customer care anah@iliystem market.



The Company's total R&D expense was $52.2 mill#2.3 million, and $34.4 million for the years edd@ecember 31, 2001, 2000, and
1999, or 10.9%, 10.6%, and 10.7% of total reventgsgpectively. Since 1995, the Company has investealerage of 12% of its total
revenues into R&D. The Company expects to sperichidas percentage of its total revenues on R&Dha future. See "Management's
Discussion and Analysis of Financial Condition &webults of Operations” for additional discussion.

Competition

The market for customer care and billing systenmthénconverging communications industries is higtdynpetitive. The Company competes
with both independent providers and in-house dgaof customer management systems. The Compéiaydseits most significant
competitors are DST Systems, Inc., Convergys Catjmr, Portal Software, Inc., Amdocs LTD, andhiodse systems. As the Company el
additional market segments, it expects to encowatditional competitors. Some of the Company'sa@uod potential competitors have
substantially greater financial, marketing and texbgical resources than the Company.

The Company believes that the principal competitaators in its markets include time to marketxithdity and architecture of the system,
breadth of product features, product quality, corgtoservice 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 prctd under service and software license
agreements that typically grant clients rexclusive licenses to use the products. Use ofdftevare products is restricted and subject to ¢
and conditions prohibiting unauthorized reprodutiio transfer of the software products. The Compasg seeks to protect the source code
of its software as a trade secret and as a copfgdghork. Despite these precautions, there carolassurance that misappropriation of the
Company's software products and technology willotatur. The Company also incorporates via licensesselling arrangements a variety
third-party technology and software products thavje specialized functionality within its own phacts and services. Although the
Company believes that its product and service ioifisrconform with such arrangements and do noinigér upon the intellectual property
rights of the other parties to such arrangements other third parties, there can be no assurtdraeany third parties will not assert
contractual or infringement claims against the Canyp

Employees

As of December 31, 2001, the Company had a tota)@##7 employees, an increase of 204 from Decehe2000. This total includes 102
employees who joined the Company through the Cogipatquisition of plaNet Consulting, Inc. on Sepber 18, 2001. The Company's

success is dependent upon its ability to attragtratain qualified employees. None of the Compaeyiployees are subject to a collective
bargaining agreement. The Company believes theglasions with its employees are good.

Significant Business Acquisition Subsequent to Degwer 31, 2001

On December 21, 2001, the Company reached an agneémacquire the billing and customer care assfdtsicent Technologies Inc.
("Lucent"). Lucent's billing and customer care Ingsis consists primarily of: (i) software produatd aelated consulting services acquired by
Lucent when it purchased Kenan Systems Corporatid®899; (ii) BILLDATS Data Manager mediation sofve; (iii) software and related
technologies developed by Lucent's Bell Laboraspréad (iv) elements of Lucent's sales and margetiganization (collectively, the "Kenan
Business"). On February 28, 2002, the Company ceiaglthe acquisition (the "Kenan Acquisition"). Apximately 1,100 employees joined
the Company as a result of the Kenan Acquisitiath e majority of these employees located inWh®.
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The Kenan Business is a global provider of convetrp#éling and customer care software and servibasenable communications service
providers to bill their customers for a wide vayief existing and next-generation services, inalgdinobile, Internet, wireline telephony,
cable, satellite, and energy and utilities, allosingle invoice. The software supports multipleglaages and currencies. Historically, a
significant portion of Kenan Business revenues Hmen generated outside the U.S.

The Kenan Acquisition is consistent with the Compsacquisition growth strategy. As a result of enan Acquisition, the Company has:
(i) added proven products to the Company's prosuwite; (i) added international infrastructure iar&pe, Asia Pacific and Latin America; (
diversified its customer base by adding over 23amers in more than 40 countries; (iv) diversifisdoroduct offerings to encompass all
segments of the communications market, includitigriret Protocol, mobile, wireline telephony, calaled satellite; (v) acquired solid
relationships with leading systems integrators dwitle; and (vi) gained the opportunity to leveréige Company's software solutions into
Kenan Business' diverse customer base.

The Company's growth strategy for the Kenan Busimé focus primarily on the following key eleman{(i) expand market share by
leveraging the Company's overall product set amdpeditive position, both domestically and interoatlly; (ii) introduce new products and
services to the Kenan Business' installed clieaépand (iii) expand its product offerings to ird#duoutsourced processing services for
selected clients.

As a result of the Company's acquisition of the &eBusiness, the Company expects to generateex laogtion of its revenues from softw
and professional services, and increase the anadutstrevenues generated outside the U.S. In adiomewith the Kenan Acquisition, the
Company has reorganized its business into two setgmihe Broadband Services Division (the "BroadbRivision") and the Global
Software Services Division (the "Software DivisignThe Broadband Division consists principally lo€ thistorical processing operations and
related software products of the Company (e.g., C&S/BP, ACSR, CSG Workforce Express, etc.), apdSthftware Division consists
principally of the Kenan Business, and the CSG SextBP and ProfitNow! software products and relaeices.

The Kenan Business' primary product offerings idetu

CSG Kenan(R)/BP (formerly known as Arbor(R)/BPjiseal-time, web-enabled billing product that eraldustomers to launch leadiedge
services. An award-winning solution, CSG Kenan/B¢téases revenue by customizing services for iddalicustomers and extend revenue
streams by offering multiple services on a singimice.

CSG Kenan(R)/OM (formerly known as Arbor(R)/OM Orddanagement) is a next- generation order entryvamttflow management
product that enables customer service represeesadind provisioning personnel to manage order iaigot, order entry, order provisioning,
order completion, and billing notification.

CSG Data Mediation (formerly known as BILLDATS Datanager) collects vital information about usagmtent and transaction data from
the network, then mediates that information anttitistes relevant data downstream for use in mamagé applications.

CSG Kenan(R) Revenue Settlements is a solutioretietles providers to craft, execute and moniitored revenue sharing agreements
across a large web of partners.

CSG Kenan(R) Prepaid is an application that conshihe award-winning CSG Kenan/BP solution with neeepaid architecture. This
architecture enables the most advanced servicels,asumobile data, and delivers a converged prepalgostpaid billing system that enatl
service providers to manager their entire custdmase.

CSG Kenan(R) IP Services is a comprehensive faofibilling, mediation, Web-enabled self-care, aadenue assurance solutions for next
generation IP services, including Internet acoess)aged services such as Web hosting and advappkcbéions, VolP, IP VPN, content
delivery, storage and live/on demand streaming.



CSG Kenan(R) 3G Mobile is suite of solutions tophetrvice providers address every customer cardilim) aspect of the 3G mobile
market, including billing, order management, adtiva payment, mediation and revenue assurance.

The Company expects to focus its Kenan Business Bfd@ts on two key programs: (i) the integratidrttee Kenan Business product set
with the Company's existing software products; @indhe expansion of the Kenan Business productcssereate an end-to-end solution for
the Company's clients.

Several key clients (listed in alphabetical orddrhe Kenan Business are as follows:

Mobile clients: AT&T Wireless, Belgacom Mobile (Rimus), BellSouth, Cegetel, Cingular, MobileOned &ingapore Telecom.
Wireline telephony clients: AT&T, British Telecor@able & Wireless, Embratel (Brazil), France Tele¢®i T, and Singapore Telecom.
Advanced IP clients: AT&T WorldNet, Genuity, Lev& NTT, and Telefonica Data (Brazil).

Cable and Satellite: Adelphia, BskyB, Casema, Satsingapore Cablevision, Stream, UPC, and Videotro

The Company has a multi-level support environmenitt$ clients. Primary client support for the KarBusiness is provided in four regions:
(i) North America; (ii) Europe/Middle East/AfricAEMEA"); (iii) Asia Pacific ("APAC"); and (iv) Cemal/South America ("CALA"). These
regional account management teams are supportadéytralized customer support organization locetekde U.S. and a product support
center, which operates 24 hours a day, seven dagek.

The Company's primary method of distribution for enan Business is direct sales by employeesresbig four regions. The four regions
and the principal sales office for each regionaméollows: (i) North America (Denver); (ii)) EMEA_¢ndon); (iii) APAC (Singapore); and
(iv) CALA (Miami). In addition to the principal ses$ offices in each region, the Company has vasales offices located throughout the
world. The Company believes its most significannhpetitors are Convergys Corporation, Portal Softyarc., Amdocs LTD, and in-house
systems. As the Company enters additional markghents, it expects to encounter additional compstifThe Company believes that the
principal competitive factors in its markets inadutime to market, flexibility and architecture betsystem, breadth of product features,
product quality, customer service and support,iyuaf R&D effort, and price.

Item 2. Properties

The Company leases four facilities, totaling apprately 170,000 square feet in Denver, Coloradosaamdbunding 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 2002tgh 2010.

The Company leases six facilities, totaling appraately 317,000 square feet in Omaha, NebraskaCbinepany utilizes these facilities
primarily for

(i) client services, training and product supp(il,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 2004 through 2011.

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

The Company leases office space totaling 13,00arsdfeet in Slough, Berkshire, in the United Kingdfwor its U. K. operations. The lease
for this facility expires in 2002.
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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 8 to the Qorisp@onsolidated Financial Statements
for information regarding the Company's obligatiomsler its facilities leases.

As part of the Kenan Acquisition, the Company assdigix facility leases from Lucent totaling approately 291,000 square feet in the
following locations: (i) Denver, Colorado; (ii) Waisigton, D.C.; (iii) Cambridge, Massachusetts; AQnich, Germany; (v) London, Englai
and (vi) Paris, France. The Company is currentBluating its longer-term plan for the use of thesalternate facilities in these and other
locations. As part of its transition services frboctent, the Company is leasing certain facilitiesf Lucent (both in the U.S. and foreign
locations) for up to 180 days after the acquisititosing date during which time the Company wilakate its longer-term facilities plan in
these locations. The Company believes it has adegpace to operate the Kenan Business at thisatirehat it will be able to successfully
migrate its business operations to a longer-tenititias plan without any significant business mtgtions.

Item 3. Legal Proceedings

On March 13, 2002, AT&T Broadband notified the Camnyp that AT&T is "considering” the initiation oftatration against the Company
relating to the AT&T Contract. The notice statesttAT&T's decision whether to seek arbitrationubject to the parties exhausting the
negotiation process specified in the AT&T Contrddtat dispute resolution portion of the agreematfisdor senior officers from each
company to meet promptly and for a period of neslan 30 days in an effort to resolve the disgge "Management's Discussion and
Analysis of Financial Condition and Results of Ggiems" for additional discussions of this matter.

From time-to-time, the Company is involved in ld@tgpn 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 other material
pending or threatened legal proceedings.

Item 4. Submission of Matters to a Vote of Securityolders

None.

*k%

Executive Officers of the Registrant

As of December 31, 2001, the executive officerthefCompany were Neal C. Hansen (Chairman of tterdBand Chief Executive Officer),
John P. Pogge (President and Chief Operating QffiBeter E. Kalan (Chief Financial Officer and ®eice President Finance), Edward C.
Nafus (President, Broadband Services Division)Jisil Fisher (President, Global Software Servicegdinn) and J. Richard Abrams:
(Executive Vice President). The Company has empétragreements with each of the executive offidefermation concerning such
executive officers appears in the following parags

Mr. Hansen, 61, is a co-founder of the Companylaasibeen the Chairman of the Board and Chief ExecQifficer and a director of the
Company since its inception in 1994. From 1991ldotinding the Company, Mr. Hansen served as auitang to several software
companies, including FDC. From 1989 to 1991, Mms&n was a General Partner of Hansen, Haddix asocfsges, a partnership that
provided advisory management services to suppiessftware products and services. From 1983 t®1BB. Hansen was Chairman and
Chief Executive Officer of US WEST Applied Commuations, Inc., and President of US WEST Data Systénosip.

Mr. Pogge, 48, joined the Company in 1995 and bagesl as President, Chief Operating Officer andtectbr of the Company since
September 1997. Prior to that time, Mr. Pogge waBxecutive Vice President of the Company and Gdidanager, Business Units. From
1992 to 1995, Mr. Pogge was Vice President,
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Corporate Development for US WEST, Inc. From 1987991, Mr. Pogge served as Vice President andr@e@eunsel of Applied
Communications, Inc. Mr. Pogge holds a J.D. defp@a Creighton University School of Law and a BBARinance from the University of
Houston.

Mr. Kalan, 42, joined the Company in January 198d was named Chief Financial Officer in October@Q®rior to joining the Company, he
was Chief Financial Officer at Bank One, Chicagudj &e also held various other financial managerpesitions 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, 61, joined the Company in August 199&ascutive Vice President and was named Presi8eoadband Services Division in
January 2002. From 1992 to 1998, Mr. Nafus sergdfba@cutive Vice President of FDC and Presiderrirgt Data International. Mr. Nafus
was President of First Data Resources from 198982, Executive Vice President of First Data Resesifrom 1984 to 1989 and held
various other management positions with that compgame 1984. Mr. Nafus holds a Bachelor of Sciathegree in Mathematics from
Jamestown College.

Mr. Fisher, 55, joined the Company in Septemberl28id was named President, Global Software Seridogsion in January 2002. In his
role at the Company, Mr. Fisher leads the softwigreslopment and product delivery initiatives of @@mpany's next generation products
also oversees international operations and prafeakservices. Previously, Mr. Fisher was ChairmiplaNet Consulting, an e-business
solutions and services group that the Company eedjin 2001. Prior to plaNet, Mr. Fisher servedCasirman and Chief Executive Officer
for Transaction Systems Architects, Inc. (TSAl)daerved 14 years in numerous roles including Beesiand Chief Executive Officer of
ACI, which was acquired by TSAI. Mr. Fisher alsovesl as President of First Data Resources' govarhseevices division. Mr. Fisher holds
a Bachelor's degree in Management from Indiana &tatversity and a Master's degree in Business Athtnation from the University of
Nebraska

Mr. Abramson, 53, joined the Company in March 2@8®enior Vice President and was named Executiee Riesident in August 2000.
From 1998 to 2000, Mr. Abramson was President, Conications & Media Unit for the Englewood-based Nema 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 executivegalgh Applied Communications, Inc. including Semitice President/GM and Director
of Sales. Mr. Abramson is a graduate of the Unitsersf Nebraska at Lincoln.

12



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, ltfgh and low sale prices of the Company's Commouksas reported by NASDAQ/NMS.

High Low
2001
Firstquarter......cooovvvenvceiiiieieeeeee . $51.56 $35.72
Second QUANEr......ccoeeveveviiiciiiieeeeeee . 63.30 37.06
Third quarter......ccccvvvieeeees e 59.01 40.37
Fourth quarter.......cccoovvcevviciiceeneeee 42.01 30.76
High Low
2000

First quarter........cccoocveeveevieecinene $73.69 $37.81

Second quarter 60.00 40.88
Third quarter.... 60.00 29.00
Fourth quarter.........ccccceeveeeeeenieienns 50.25 27.94

On March 22, 2002, the last sale price of the CamisaCommon Stock as reported by NASDAQ/NMS was&3per share. On January 31,
2002, the number of holders of record of CommortiSteas 304.

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 Slotes 5 and 12 to the Company's ConsolidatexhFEial Statements.
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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. $339,258 $294,809 $
Software and professional
SErIVICES.....coveernnnnes 137,650 104,086
Total revenues............ 476,908 398,895
Expenses:

Cost of processing and

related services(1)....... 121,983 107,022

Cost of software and
professional services..... 54,032 44,515

Gross margin (exclusive of
depreciation).............. 300,893 247,358

Operating expenses:

Research and development:

Research and development... 52,223 42,338
Charge for purchased

research and

development(3)............ - -
Impairment of capitalized

software development
COStS(4).uvveeeeiiennn. - --

Selling, general and

administrative:

Selling, general and
administrative............ 51,527 46,970
Amortization of noncompete

agreements and

goodwill(1)............... 622 643
Impairment of intangible
asSets(5)..eeeerivreennnn - -
Stock-based employee
compensation(l)........... -- 48
Depreciation............... 14,546 12,077

Other income (expense):

Interest expense........... (3,038) (5,808)
Interest and investment

income, net............... 4,466 5,761
Other......cccoovvieeenne 39 (32)

Total other............... 1,467 (79)

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

operations................ 183,442 145,203
Income tax (provision)
benefit(6)....... ........ (69,521) (54,734)

Income (loss) before

extraordinary item and

discontinued operations.... 113,921 90,469
Extraordinary loss from

any(1)

December 31,

1999 1998 1997

pt per share amounts)

255,167 $191,802 $ 131,399

66,995 44,838 40,405

322,162 236,640 171,804

95,706 82,198 73,148

36,415 25,048 16,834

132,121 107,246 89,982

190,041 129,394 81,822

34,388 27,485 22,586

- -~ 105484

- - 11,737

40,142 34,769 29,583

4889 5381 6,927
-~ 4707

280 297 449
10,190 8,159 6,884

89,889 76,091 188,357

100,152 53,303 (106,535)

(7,214) (9,771) (5,324)

2,981 2484 1,294
10 (21) 349

(4,223) (7,308) (3,681)

95,929 45,995 (110,216)

(36,055) 39,643  --

59,874 85,638 (110,216)



early extinguishment of
debt(3)

Income (loss) from
continuing operations...... 113,921 90,469
Gain from disposition of
discontinued
operations(2)

Net income (loss)

Diluted net income (loss)

per common share(7):

Income (loss) available to

common stockholders....... $ 208 % 160 $
Extraordinary loss from

early extinguishment of

Gain from discontinued
operations

Net income (loss) available
to common stockholders.... $ 2.08 $ 1.60 $

Weighted average diluted
common shares

54,639 56,680

- (577)

59,874 85,638 (110,793)

-~ 7022

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

110 $ 1.62 $ (2.16)

—~ (01

- 15

110 $ 1.62 $ (2.02)

54,660 52,991 50,994
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C ompany(1)

Year end ed December 31,
2001 2000 1999 1998 1997
(in thousands)

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

processed........ccceeeeenn... 43,283 35,808 33,753 29,461 21,146
Balance Sheet Data (at Period

End):

Cash, cash equivalents and

short-term investments......... $ 83,599 $ 43,733 $ 48,676 $ 39,593 $ 20,417
Working capital................. 80,789 81,317 32,092 7,050 3,518
Total assets(3)......ccccue... 374,046 332,089 274,968 271,496 179,793
Total debt(3)........ccceeueeen. 31,500 58,256 81,000 128,250 135,000
Stockholders' equity

(deficit)(1)(3)(4)(5)(6)....... 250,048 191,169 116,862 60,998 (33,086)

(1) The Company was formed in October 1994 andieedj@all of the outstanding shares of CSG Systénas, formerly Cable Services
Group, Inc., from First Data Corporation ("FDC") Nlovember 30, 1994 (the "CSG Acquisition"). The Qamy did not have any substant
operations prior to the CSG Acquisition. The CS@#isition was accounted for as a purchase and ¢inep@ny's Consolidated Financial
Statements (the "Consolidated Financial Statempsiiste the date of the acquisition are presentetth® new basis of accounting established
for the purchased assets and liabilities. The Compzcurred certain acquisition-related chargea essult of the CSG Acquisition. These
acquisitionrelated charges included periodic amortizationcofudred software, client contracts and relatednigifales, noncompete agreem
and goodwill, and stock-based employee compensdlioning 1997, cost of processing and related sesvincluded $10.6 million of
amortization expense for acquired software from@B8& Acquisition. During 1999, 1998, and 1997 adgirocessing and related services
included $2.8 million, $3.0 million, and $4.0 md, respectively, of amortization expense for dlieantracts and related intangibles from the
CSG Acquisition. Amortization expense related t® tloncompete agreement from the CSG Acquisition$@a& million per month, and was
fully amortized as of November 30, 1999.

(2) 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.

(3) During 1997, the Company purchased certaimso#t technology assets that were in development frele-Communications, Inc.
("TCI") and entered into a 15-year processing @wtwith TCI. In March 1999, AT&T completed its nger with TCI and has consolidated
the TCI operations into AT&T Broadband ("AT&T"). ElCompany continues to service AT&T under the teofithe 15-year processing
contract (the "AT&T Contract"). The total purchgsé&e was approximately $159 million, with approxzitely $105 million assigned to
purchased in-process research and developmens dsattvere charged to expense at the date of@itqmiand the remaining amount
allocated primarily to the AT&T Contract. The Comgdinanced the asset acquisition with a $150.0ionitterm credit facility, of which
$27.5 million was used to retire the Company's jpgsly outstanding debt, resulting in an extracadynoss of $0.6 million for the write-off
of deferred financing costs attributable to suchtde

(4) 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.

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

(6) During 1998, the Company recorded an incomégmefit of $39.6 million related primarily to teéimination of its valuation allowance
against its deferred tax assets.

(7) On March 5, 1999, the Company completed a twvesfie stock split for shareholders of record obriary 8, 1999. The split was effected
as a stock dividend. Share and per share datdl feeréods presented herein have been adjustetvéoedfect to the split. 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 40%®hbmes in the United States.

Forward Looking Statements. This report containsiaber of forward-looking statements relative tufa plans of the Company and its
expectations concerning the global customer cadlebdling industry, as well as the converging teleenunications industry it serves, and
similar matters. These forward-looking statementsbesed on assumptions about a number of impd#etatrs, and involve risks and
uncertainties that could cause actual resultsfterdnaterially from estimates contained in theafard-looking statements. Some of the risks
that are foreseen by management are containedhibiE®9.01 of this report. Exhibit 99.01 constéatan integral part of this report, and
readers are strongly encouraged to review thaioseckosely in conjunction with Management's Disias and Analysis of Financial
Condition and Results of Operations.

Business Acquisitions

Acquisition of plaNet Consulting, Inc. On Septemh8r 2001, the Company acquired 100% of the comstaek of plaNet Consulting, Inc.
("plaNet"), a Delaware corporation, for $16.7 noifliin cash. plaNet, with over 100 employees locatgdmaha, Nebraska and Denver,
Colorado, provides e-business solutions and sest@enable companies to transact business viatdmet and in real-time. At the date of
acquisition, plaNet derived the majority of its eenves from consulting services. The Company addjpi@Net primarily to obtain its
assembled management and consulting workforcegarekthe Company's professional services capabililihe results of operations of
plaNet are included in the Company's Consolidatategents of Income for the periods subsequettiet@tquisition date. See Note 3 to the
Company's Consolidated Financial Statements foitiaddl discussion of the plaNet acquisition.

Acquisition of Lucent Technologies Inc. Billing afilistomer Care Assets Subsequent to December 31, @b December 21, 2001, the
Company reached an agreement to acquire the bdligigcustomer care assets of Lucent Technologeeg'lrucent"). Lucent's billing and
customer care business consists primarily of:aftmeare products and related consulting servicesiiaed by Lucent when it purchased Ke
Systems Corporation in 1999; (ii) BILLDATS Data Mager mediation software; (iii) software and relaechnologies developed by Lucent's
Bell Laboratories; and (iv) elements of Lucentlesand marketing organization (collectively, tikehan Business”). On February 28, 2002,
the Company completed the acquisition (the "Kenagquisition").

The Kenan Acquisition is expected to have a sigaift impact on the Consolidated Financial Statesa@itce the transaction closed
subsequent to December 31, 2001, the Kenan Acigumisitis not been considered in the Company's dignusf its financial condition and
results of operations as of and for the year emdrember 31, 2001. However, due to its significandbe Company's business, a discussion
of the Kenan Acquisition and its anticipated impawctthe Consolidated Financial Statements has ipekrded in the final section of
Management's Discussion and Analysis of Finanamaldtion and Results of Operations.
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Critical Accounting Policies

The preparation of the Consolidated Financial $tatgs in conformity with generally accepted accmgnprinciples requires the Company
select appropriate company accounting policies,tamdake judgements and estimates affecting thicagipn of those accounting policies.
In applying the Company's accounting policies,ad#ht business conditions or the use of differeatimptions may result in materially
different amounts reported in the Consolidated i@ Statements.

In response to the Securities and Exchange Cononisgf'SEC") Release No. 33-8040, "Cautionary Aed\Regarding Disclosure About
Critical Accounting Policies," the Company has itifteed the most critical accounting principles upehich the Company's financial status
depends. The critical principles were determineddaysidering accounting policies that involve thestrcomplex or subjective decisions or
assessments. The most critical accounting prirgilentified relate to: (i) revenue recognition) goftware capitalization; (iii) intangible
assets; and (iv) income taxes. These critical attiogi policies and the Company's other significadounting policies are disclosed in Notes
2 and 6 to the Company's Consolidated FinanciaéBtants.

Revenue Recognition. The Company derives its resefrom primarily two sources: (i) processing agldted services and (ii) software and
professional services. The Company has historigmherated over 70% of its revenues from provigiragessing and related services. The
accounting for these revenues is relatively nonderand requires few judgements and estimates todzke in applying the applicable
accounting literature. Processing and related sesvievenues are recognized as the services &oemped. Processing fees are typically bi
monthly based on the number of client's customemgesl, ancillary services are typically billed opex transaction basis, and certain
customized print and mail services are billed arsage basis. Credit losses have historically begryhpredictable because of the
concentration of revenues with a small number mfdaestablished companies.

The remainder of the Company's revenues has ldatlyrbeen earned by selling software productsgertbrming professional consulting
services. Software revenues consist primarily &fixsre license and maintenance fees. Professi@naicges revenues consist of a variety of
consulting services, such as product installatimth @istomization, business consulting, project manmeent and training services. The
accounting for software revenues, especially winétware is sold in a multiplelement arrangement, is more complex and requidggemer
in applying the applicable accounting literatunemarily American Institute of Certified Public Acantants Statement of Position ("SOP")
97-2, "Software Revenue Recognition”, SOP 98-9ftifare Revenue Recognition, With Respect to Cerfaansactions" and Emerging
Issues Task Force ("EITF") Issue No. 00-03, "Apgiicn of AICPA Statement of Position 97-2 to Arrantents that Include the Right to Use
Software Stored on Another Entity's Hardware". Kigdgmental matters considered in accounting fotwsare and related services include:
the identification of the separate elements ofsiiiéware arrangement and whether the undeliverrdeatts are essential to the functionality
of the delivered elements; (ii) the assessmenttadther the Company's hosted service transactiops time requirements of EITF Issue No.
00-03 to be treated as a separate element to fivease arrangement; (i) the determination of vendpecific objective evidence of fair val
for each element of the software arrangementiifi@)assessment of whether the software fees a@ fixdeterminable; and (v) the
assessment of whether services included in thevamdtarrangement represent significant productiostomization or modification of the
software. The judgments made in these areas cawlel & significant effect on revenues recognizeahinperiod by either: (i) deferring
revenues over the contractual period; or (ii) retnigg revenues when the software is delivered.

The EITF is currently considering revenue recogniin multi-element arrangements in EITF Issue 0321, "Accounting for Revenue
Arrangements with Multiple Deliverables" and thadicial Accounting Standards Board is expectedtirbwork on a revenue recognition
project in the near future. The conclusions reaéhédese proceedings, and subsequent interpresatibthose conclusions, may impact the
Company's significant revenue recognition judgement
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Software Capitalization. The Company expends subatamounts on research and development, paatiguior new software products or
for enhancements of existing products. The Compamgnded $52.2 million, $42.3 million and $34.4liwiil for software research and
development in 2001, 2000 and 1999, respectiveteBient of Financial Accounting Standards No."8@counting for the Costs of
Computer Software to Be Sold, Leased, or OtherMatketed", requires that the cost of developindveafe be expensed prior to establist
technological feasibility, and those costs be @digitd once technological feasibility has beenl#distaed. The determination of whether a
software product has achieved technological felitsili, by its nature, highly subjective. This don could significantly affect earnings
during the development period by either: (i) cdfzitag development costs; or (ii) expensing prehtemlogical feasibility research costs.
Further, once capitalized, the developed softwaemortized based upon the greater of:

(i) straight-line amortization; or (ii) expectedopluct revenues. The determination of expected ptagwenues is highly judgmental. Finally,
all long-lived assets (including capitalized softe)anust be assessed for impairment if facts amdiwistances warrant such a review. Under
the current standard, a long-lived asset is impafruture undiscounted cash flows, without coesation of interest, are insufficient to
recover the carrying amount of the long-lived as®etce deemed impaired, even if by $1, the longdiasset is written down to its fair value
which could be considerably less than the carrgimgunt or future undiscounted cash flows. The detetion of future cash flows and, if
required, fair value of a long-lived asset is lsyriiture, a highly subjective judgment.

Intangible Assets. The Company frequently obtaitarigible assets either individually (for exampglentract acquisition costs) or in
connection with a basket purchase (for exampla,brsiness combination). The assignment of valuedigidual intangible assets generally
requires the use of specialist, such as an apprdise assumptions used in the appraisal proces®avard-looking, and thus subject to
significant interpretation. Because individual mgéble assets: (i) may be expensed immediately @eguisition (for example, purchased in-
process research and development assets); (iitiaewover their estimated useful life (for exam@equired software); or (iii) not amortized
(for example, goodwill), the assigned values cdidde a material affect on current and future pergsalts of operations. Further, intangible
assets are subject to the same judgments whera¢imglimpairment as discussed above for capitalsoétivare.

Income Taxes. The Company is required to estintai@¢ome taxes in each jurisdiction in which ieoates. This process requires the
Company to estimate the actual current tax expasgether with assessing temporary differencedtiegdrom differing treatment of items,
such as purchased research and development arsizx fand accounting purposes. These tempordrelifces result in deferred tax assets
and liabilities on the Company's Consolidated BedaBheets. The Company must then assess the digdlihat the deferred tax assets wil
recovered from future taxable income, and to theregxecovery is not likely, must establish a vitwraallowance. As of December 31, 2001,
the Company had a net deferred tax asset of $4lli@rmwhich represented approximately 12.3% dbat@ssets. Management believes that
sufficient taxable income will be generated in filmire to realize the entire benefit of the Compsudleferred tax assets. The Company's
assumptions of future profitable operations argeued by the Company's strong operating perforsover the last several years and the
Company's long-term customer care and billing sygteocessing contracts.
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Results of Operations

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

Year Ended D ecember 31,
2001 2 000 1999
% of % of % of
Amount Revenue Amount Revenue Amount Revenue
(in tho usands)

Revenues:

Processing and related
Services.............. $339,258 71.1% $294,80 9 73.9% $255,167 79.2%

Software and
professional
Services..............

Total revenues...

6 26.1 66,995 20.8

Expenses:
Cost of processing and
related services...... 121,983 25.6 107,02 2 26.8 95,706 29.7

Cost of software and
professional
Services.............. 54,032 11.3 44,551 5 11.2 36,415 11.3

Total cost of

revenues............. 176,015 36.9 151,53 7 38.0 132,121 41.0
Gross margin (exclusive

of depreciation)....... 300,893 63.1 247,35 8 62.0 190,041 59.0
Operating expenses:

Research and

development........... 52,223 11.0 42,33 8 10.6 34,388 10.7
Selling, general and

administrative:

Selling, general and

administrative........ 51,527 10.8 46,97 0 11.8 40,142 124
Amortization of

noncompete agreements

and goodwill.......... 622 A1 64 3 .2 4889 15
Stock-based employee
compensation.......... - - 4 8 - 280 .1

Depreciation.. 14,546 3.1 12,07 7 3.0 10,190 3.2

Total operating

expenses............. 118,918 25.0 102,07 6 25.6 89,889 27.9
Operating income........ 181,975 38.1 145,28 2 36.4 100,152 31.1
Other income (expense):

Interest expense....... (3,038) (.6) (5,80 8) (1.4) (7,214) (2.2)
Interest and investment

income, net........... 4,466 9 5,76 1 14 2981 9
Other........ccoc..... 39 - 3 2) - 10 -
Total other........... 1,467 .3 7 9) -- (4,233) (1.3)
Income before income

R IR 183,442 38.4 145,20 3 36.4 95929 29.8
Income tax provision... (69,521) (14.6) (54,73 4) (13.7) (36,055) (11.2)
Net income.............. $113,921 23.8% $ 90,46 9 22.7% $59,874 18.6%
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Twelve Months Ended December 31, 2001 Comparedavielve Months Ended December 31, 2000.
Revenues. Total revenues increased $78.0 millioh9®%, to $476.9 million in 2001, from $398.9 linih in 2000.

Revenues from processing and related servicesasede$44.4 million, or 15.1%, to $339.3 millior2®01, from $294.8 million in 2000. Of
the total increase in revenue, approximately 85% dige to the Company serving a higher number dbmess for its clients and
approximately 15% was due to increased revenueystomer. Customers served were as follows (inghods):

As of December 31,

VidEO0. .. .. 39,316 33,310 6,006

INternet.....coeveveeeeeee e .. 3,835 1,984 1,851

Telephony......cccoveeeiiiiiiieeeen .. 132 514 (382)
Totaleeeiiieeeeee e .. 43,283 35,808 7,475

The increase in the number of video and Internstarners served was due to the conversion of additiustomers by new and existing
clients to the Company's processing system, aednat customer growth experienced by existing tdiefihe decrease in the number of
telephony customers served was due to the decoonerSAT&T's wireline telephony customers in 20@uring 2001, the Company
converted and processed approximately 6.1 milliew nustomers on its systems. As of December 311,266 Company had approximately
0.3 million customers scheduled to be converted datprocessing system during the next twelve tmnt

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

For the years
ended December 31,

Video ACCOUNL......ccuveiiiiiiiee e ... $8.68 $8.42 3.1%
Internet ACCOUNt........covevereeeeereiiiiiiiies ... 4.40 5.05 (12.9%)

The increase in processing revenue per accoutiésgbaimarily to: (i) changes in the usage of dagjlservices by clients; (ii) the introducti
of new products and services and the clients usleesk products and services; and (iii) price chamgcluded in client contracts (e.g., price
escalators for inflationary factors, tiered priciegc.). The decrease in processing revenues f@nét account is due primarily to the ability
of Internet clients to spread their processingg;asgime of which are fixed in nature, across aelacgstomer base.

Revenues from software and professional servicgsased $33.6 million, or 32.2% to $137.6 milliar2D01, from $104.1 million in 2000.
The Company sells its software products and prafeakservices principally to its existing clieras® to: (i) enhance the core functionality of
its service bureau processing application; (iiyéase the efficiency and productivity of its cligrdperations; and (iii) allow clients to
effectively roll out new products and services éavrand existing markets. The increase in reventiedsm years relates to the continued
demand for the Company's existing software prodaistsservices to meet the changing needs of thep@oyts client base. The Company
been experiencing an increased demand from itstdi@se to sell its software products on an "expdhticense basis rather than on a per-
seat license basis. Subject to certain and vagamglitions, expanded licenses give the clientsitite to use an unlimited number of seats of
the Company's software products.

Cost of Processing and Related Services. Processsig as a percentage of related revenues weé@36r 2001, compared to 36.3% for
2000. The costs as a percentage of related reveennssned relatively unchanged between years aSdhgpany continues to: (i) focus on
cost controls and cost reductions within its cax@pssing business; and (ii) experience betteratiMereraging of its processing costs as a
result of the continued growth of the customer h@seessed on the Company's systems.

20



Cost of Software and Professional Services. Theafasoftware and professional services as a peagerof related revenues was 39.3% for
2001, compared to 42.8% for 2000. The improvemenhwéen periods relates primarily to better ovdeadéraging of costs as a result of
higher software and professional services revefargbe year.

Gross Margin. Overall gross margin increased $&8lEon, or 21.6%, to $300.9 million in 2001, fro#247.4 million in 2000, due primarily
to revenue growth. The overall gross margin asregmeage of total revenues increased to 63.1% @1 28bmpared to 62.0% in 2000. The
overall increase in the gross margin percentadeasprimarily to the increase in gross margin fiftvare and professional services as a r
of the factors discussed above.

Research and Development Expense. R&D expensesene$9.9 million, or 23.3%, to $52.2 million inG40Q from $42.3 million in 2000. As
a percentage of total revenues, R&D expense inedet@s11.0% in 2001, from 10.6% in 2000. The Comyp#id not capitalize any software
development costs during 2001 and 2000.

The overall increase in the R&D expenditures betwgeriods is due primarily to increased effortssemeral products that are in development
and enhancements of the Company's existing pradlicesCompany's development efforts for 2001 weoei$ed primarily on the
development of products to:

. address the international customer care anah@iliystem market;

. 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 armdretéc 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, and interactive services (e.geoAoh-demand).

The Company expects its development efforts togamusimilar tasks in 2002 and expects to spemahitas percentage of its total revenues
on R&D in the future.

Selling, General and Administrative Expense. Sgllgeneral and administrative ("SG&A") expenseaased $4.5 million, or 9.7%, to $51.5
million in 2001, from $47.0 million in 2000. Thedrease in SG&A expense relates primarily to satesaaministrative costs to support the
Company's overall growth, its international busgegpansion and its merger and acquisition acti/iths a percentage of total revenues,
SG&A expense decreased to 10.8% in 2001, from 11n82600.

Amortization of Noncompete Agreements and Goodwithortization of noncompete agreements and goodwiliained relatively unchang
between years and represents amortization expengeaalwill acquired prior to July 1, 2001. Due toreange in accounting rules, the
amortization of goodwill resulting from any acqtisins occurring after June 30, 2001, will cease Bete 2 to the Company's Consolidated
Financial Statements for additional discussiorheffinancial accounting and reporting for acquigeddwill.

Depreciation Expense. Depreciation expense incte®2®& million, or 20.4%, to $14.5 million in 200tom $12.1 million in 2000. The
increase in expense relates to capital expenditneste throughout 2001 and 2000 in support of tleeadvgrowth of the Company. Capital
expenditures for 2001 were $20.4 million, compare#i22.2 million in 2000, and consisted principaify (i) computer hardware and related
equipment for both product and infrastructure neégsstatement processing equipment; and (iigjlfées and internal infrastructure
expansion. Depreciation expense for all property equipment is reflected separately in the aggeegadl is not included in the other
components of operating expenses.

Operating Income. Operating income was $182.0 anilfor 2001, or 38.1% of total revenues, compaoe$il45.3 million for 2000, or 36.4%
of total revenues. The increase between yearsselatthe factors discussed above.

21



Interest Expense. Interest expense decreased $dhnor 47.7%, to $3.0 million in 2001, from $million in 2000, with the decrease
attributable primarily to scheduled principal payrtgeon the Company's long-term debt and a decieasterest rates. The balance of the
Company's long-term debt as of December 31, 208%,$%81.5 million, compared to $58.3 million as @c@mber 31, 2000, a decrease of
$26.8 million.

Interest and Investment Income, Net. Interest amddtment income, net, decreased $1.3 million2d5%, to $4.5 million in 2001, from $5.8
million in 2000, with the decrease attributablevmtily to the Company recording a charge of $0.[fianifor an "other-than-temporary"
decline in market value for a short-term investnem due to a decrease in returns on short-tergstments.

Income Tax Provision. The Company recorded an irctar provision of $69.5 million in 2001, or anegffive income tax rate of
approximately 38%. The Company's effective incoaxerate for 2000 was also approximately 38%. ABefember 31, 2001, 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, 2000 Comparedaviedve Months Ended December 31, 1999.
Revenues. Total revenues increased $76.7 millioR3@%, to $398.9 million in 2000, from $322.2 linih in 1999.

Revenues from processing and related servicesasede$39.6 million, or 15.5%, to $294.8 millior2®00, from $255.2 million in 1999. Of
the total increase in revenue, approximately 80% dige to the Company serving a higher number abmess for its clients and
approximately 20% was due to increased revenueystomer. Customers served were as follows (inghiods):

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.

Total processing revenue per video and Internaiwdovas as follows:

For the years
ended December 31,

Video ACCOUNt.....covviieiiiic e $8.42 $8.03 4.9%
Internet ACCOUNt.......ccovvviiviiiiiiiiiieeeeeeee 5.05 4.71 7.2%

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

Revenues from software and professional servicgsased $37.1 million, or 55.4% to $104.1 milliar2D00, from $67.0 million in 1999.
The increase in revenue between years relateg tootfitinued strong demand for the Company's egistiritware products, primarily its
customer relationship management and call cendicagions (principally ACSR), and the rollout alditional new products and services to
meet the changing needs of the Company's cliest bas
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Cost of Processing and Related Services. Processsig as a percentage of related revenues we@36r 2000, compared to 37.5% for
1999. This decrease in costs as a percentageatédaievenues is due primarily to the decreaseipriization 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 amortizezla November 30, 1999 (such amortization was $#ligon in 1999).

Cost of Software and Professional Services. Theafasoftware and professional services as a peagerof related revenues was 42.8% for
2000, compared to 54.4% for 1999. This decreasests as a percentage of related revenues is @narjy to: (i) better overall leveraging
of costs as a result of higher software and prajassservices revenues for the year; and

(i) the timing of the sales cycle for new produatsl services.

Gross Margin. Overall gross margin increased $6¥liBon, or 30.2%, to $247.4 million in 2000, fro#190.0 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 fiftvgare and professional services as a r
of the factors discussed above, and to a lesseeeleg decrease in the amortization of client e@atérand 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 betwmeriods is due primarily to increased effortssemeral products that are in development
and enhancements of the Company's existing pradlicesCompany's development efforts for 2000 weoaiged 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, and interactive services (e.geoAoh-demand); and

. address the international customer care anahifliystem market.

Selling, General and Administrative Expense. SG&fense increased $6.8 million, or 17.0%, to $47il0an in 2000, from $40.1 million il
1999. As a percentage of total revenues, SG&A espelrcreased to 11.8% in 2000, from 12.4% in 18B6.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 dvgrawth.

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

Depreciation Expense. Depreciation expense incdebs® million, or 18.5%, to $12.1 million in 2008pm $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, comparefil2.0 million in 1999, and consisted principaify (i) computer hardware and related
equipment for both product and infrastructure ne@isstatement processing equipment; and (iigilfaes and internal infrastructure
expansion. Depreciation expense for all property equipment is reflected separately in the aggeegad is not included in the other
components of operating expenses.
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Operating Income. Operating income was $145.3 anilfor 2000, or 36.4% of total revenues, compaoe®tl00.2 million for 1999, or 31.1%
of total revenues. The increase between yearseelatthe factors discussed above.

Interest Expense. Interest expense decreased $llichpor 19.5%, to $5.8 million in 2000, from $/million in 1999, with the decrease
attributable primarily to: (i) scheduled princigsdyments on the Company's long-term debt; andfiipnal prepayments on long-term debt
during 1999. The balance of the Company's long-teist 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, Net. Interest amestment income, net, increased $2.8 million,38%, to $5.8 million in 2000, from $3.0
million in 1999, with the increase attributablerparily to an increase in operating funds availdbténvestment.

Income Tax Provision. The Company recorded an irctar provision of $54.7 million in 2000, or aneaffive income tax rate of
approximately 38%. The Company's effective incomeraite for 1999 was also approximately 38%.

Financial Condition, Liquidity and Capital Resources

As of December 31, 2001, the Company's principafees of liquidity included cash, cash equivaleats] short-term investments of $83.6
million and a revolving credit facility with a barik the amount of $40.0 million, of which there wero borrowings outstanding as of
December 31, 2001. During 2000, the Company benaesting its excess cash balances in various sfeont-investments (principally
commercial paper). See Note 2 to the Company'sdidased Financial Statements for additional disaws of the short-term investments.
The Company's ability to borrow under the revolvangdit facility is subject to maintenance of cartavels of eligible receivables. At
December 31, 2001, all of the $40.0 million revotycredit facility was available to the CompanyeThvolving credit facility expires in
September 2002. The Company's working capital &eckmber 31, 2001 and 2000 was $80.8 million &1d3million, respectively.

As of December 31, 2001 and 2000, the Company Bad$nillion and $128.9 million, respectively, itrbilled trade accounts receivable, a
decrease of $36.5 million. The decrease relatesapily to a large receivable from a software tratisa that was outstanding at Decembel
2000. The payment terms on this transaction wdredided three weeks across yearend to assistiéime icl its capital planning. See Note 2
to the Company's Consolidated Financial Statenfentsdditional discussion of the Company's yeamtwbunts receivable balance and its
concentration of credit risk.

The Company's trade accounts receivable balanbgleg billings for several non-revenue items (priipgostage, sales tax, and deferred
items). As a result, the Company evaluates itsoperdnce in collecting its accounts receivable tgtoits calculation of days billings
outstanding ("DBQ") rather than a typical days salatstanding ("DSO") calculation. DBO is calcuthtmsed on the billing for the period
(including non-revenue items) divided by the averawnthly net trade accounts receivable balancthéoperiod. Accounts receivable
reflected DBOs of 52 days for both the quarter yesk ended December 31, 2001 compared to 72 day8ladays for the quarter and year
ended December 31, 2000, respectively. The decmedserth quarter and annual DBOs between yedasa® primarily to the large decrease
in the December 31, 2001 net billed accounts retxéy for the reason stated above.

As of December 31, 2001 and 2000, respectivelyCinapany had $12.5 million and $4.3 million of Utdd trade receivables. The increase
in the unbilled trade receivables between perietig&s primarily to the timing of billings on iterfr which revenue has been recognized as
of December 31, 2001. Approximately $7.7 milliontioé December 31, 2001 unbilled trade receivalédémniose will be billed in the first
quarter of 2002, and is scheduled to be collecéely & the second quarter of 2002. The majorityhaf remaining unbilled trade receivables
balance relates to recurring unbilled amounts @st@pge due to monthly billing cutoffs.
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The Company's net cash flows from operating adiwifor the years ended December 31, 2001, 2000.29@ were $180.1 million, $66.8
million and $102.1 million, respectively. The inase of $113.3 million, or 169.7%, between 2001 20@D relates to an increase in the net
changes in operating assets and liabilities of (b#tillion and a $37.3 million increase in net célslvs from operations. The increase in the
net changes in operating assets and liabilitiegeslprimarily to the Company's agreement to exteaghayment terms on a large software
transaction three weeks across its 2000 yearemtbifizg out the impact of scheduling this paymembas yearend, the net cash flows from
operating activities for the years ended DecemgePB01 and 2000 would have been $142.8 million&k@#.1 million, respectively. The
decrease in net cash flows from operating actibe$35.3 million, or 34.6%, between 2000 and 1898tes to a decrease in the net changes
in operating assets and liabilities of $62.4 millioffset by a $27.1 million increase in net cdskv$ from operations.

The Company's net cash flows used in investingyities for the years ended December 31, 2001, 20@01999 were $87.3 million, $34.8
million and $36.7 million, respectively. The incseeof $52.5 million, or 150.6% between 2001 andd2@lates primarily to the acquisition of
plaNet Consulting for $16.7 million and an increaseet purchases of short-term investments of$8&dllion. The decrease of $1.9 million,
or 5.1%, between 2000 and 1999 relates primariby decrease of $23.6 million in acquisitions of angtstments in client contracts. This
decrease is offset by: (i) net purchases of skont-investments of $11.5 million in 2000; and &if) increase in property and equipment
purchases of $10.2 million.

The Company's net cash flows used in financingiies for the years ended December 31, 2001, 28@01999 were $95.2 million, $47.4
million, and $56.1 million, respectively. The inase of $47.8 million, or 100.9%, between 2001 &b@DZelates primarily to an increase in
stock repurchases of $58.4 million, as discuss&hbd he increase is offset by an increase in tioegeds from the exercise of stock options
and warrants of $14.7 million. The decrease betv2880 and 1999 relates primarily to: (i) a decreag®incipal payments on lonigrm deb

of $24.5 million (the Company made several larggoml debt prepayments in 1999); and (ii) an iaseeof $15.0 million in proceeds from
the exercise of stock options and warrants, aneratfuity matters. This decrease is offset by arease in stock repurchases of $30.8
million.

Earnings before interest, taxes, depreciation amartization ("EBITDA") for 2001 was $203.9 milliony 42.7% of total revenues, compared
to $164.0 million, or 41.1% of total revenues, 2000. EBITDA is presented here as a measure dCtimepany's debt service ability and is
not intended to represent cash flows for the perincaccordance with generally accepted accouptimgiples.

The balance of the Company's long-term debt asesebber 31, 2001 was $31.5 million, compared to368llion as of December 31,
2000, a decrease of $26.8 million. Interest radestfe Company's long-term debt and revolving ¢riedility are chosen at the option of the
Company and are based on the LIBOR rate or theeprate, plus an additional percentage spread,thétlspread dependent upon the
Company's leverage ratio. As of December 31, 20l spread on the LIBOR rate and prime rate wa3%0.8nd 0%, respectively. The
remaining principal balance of the Company's existong-term debt was refinanced subsequent tepean conjunction with the Kenan
Acquisition.

In August 1999, the Company's Board of Directongraped a stock repurchase program which authotlze€€ompany at its discretion to
purchase up to a total of 5.0 million shares o€itsnmon Stock from time-to-time as market and bessrconditions warrant. In September
2001, the Board of Directors amended the prograautborize the Company to purchase up to a totaDd¥ million shares. During 2001 and
2000, the Company repurchased 3.0 million shanetu@ing the 2.0 million shares repurchased asqfdhte AT&T warrant exercise
discussed below) and 1.1 million shares for $108iIbon and $51.1 million, respectively. The rephased shares are held as treasury shares
As of December 31, 2001, the shares repurchaseat timel Company's stock repurchase program totafhidlion shares at a total cost of
$180.8 million (weighted-average price of $37.94 gleare). See Note 9 to the Company's Consolidétehcial Statements for additional
discussion of the stock repurchase program.

25



On February 28, 2001, AT&T exercised its rights ema warrant agreement to purchase 2.0 millioneshaf the Company's Common Stock
at an exercise price of $12.00 per share, foral &xercise price of $24.0 million. Immediatelyléaling the exercise, the Company
repurchased the 2.0 million shares at $37.00 pgeglapproximates the closing price on February@81) for a total repurchase price of
$74.0 million, pursuant to the Company's stock repase program. As a result, the net cash outlatpaAT&T for this transaction was
$50.0 million, which was paid by the Company wittaiéable corporate funds on March 28, 2001. Aftes transaction, AT&T no longer has
any warrants or other rights to purchase the Coglp&@ommon Stock.

The Company continues to make significant investsiamclient contracts, capital equipment, fa@htj research and development, and at its
discretion, may continue to make stock repurchasdsr its stock repurchase program. In additiopaasof its growth strategy, the Comp:
expects to expand its international business andrtinually evaluating potential business and teasguisitions. Except for the Company's
commitments related to the Kenan Acquisition asudised below, the Company had no significant dagatamitments as of December 31,
2001. The Company believes that cash generateddparating activities, together with its currensttacash equivalents, short-term
investments, and the amount available under itslvéng credit facility, will be sufficient to meéts anticipated cash requirements for
operations, income taxes, debt service, capitatediures, investments in client contracts, andkstepurchases for both its short- and long-
term purposes. The Company also believes it hasfisint additional borrowing capacity and couldaib additional cash resources by
amending its current credit facility and/or estslbiing a new credit facility.

The SEC has recently recommended that registraesept aggregated information about their contedahligations and commercial
commitments as of the latest balance sheet dateiimgle location in Management's Discussion analysis of Financial Condition and
Results of Operations. The Company's material actual obligations and commercial agreements copsisarily of long-term debt and
operating leases/service agreements, as discusdaatas 5 and 8, respectively, to the Company's@laated Financial Statements. The
Company believes these disclosures are concisebepted in these notes, and therefore, separatedise in a single table here is not
necessary.

See the section titled "Significant Business Acitjiois Subsequent to December 31, 2001" below fdisaussion of the expected impact on
the Company's financial condition, liquidity ancital resources of a material business acquisttiah closed on February 28, 2002.

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, 2001, 2000 and 19&%ues from AT&T Broadband
and affiliated companies ("AT&T") represented apgmmately 55.8%, 50.4% and 50.5% of total Compamweneies, respectively. The incre
in the percentage between periods relates primariyT&T's customer growth and the timing and tiheoant of software and services
purchased by AT&T. There are inherent risks when#his large of a percentage of total revenuesigentrated with one client. One such
risk is that, should AT&T's business generally deglit would have a material impact on the Compafyture 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&Mmtfact") the companies entered into in 1997. éatbitration demand, AT&T: (i)
claimed that the Company had failed to fulfill @ntof its obligations under the contract with redpto telephony software and services; (ii)
asked for a declaratory judgment that the exclisilause of the AT&T Contract does not apply tstomers that were acquired by AT&T
after execution of the AT&T Contract in 1997; afig ¢laimed that the Company had breached the Nfasbred Nation clause of the
agreement.

On October 10, 2000, AT&T agreed to dismiss its Badhfor Arbitration with the Company. In connectioith the dismissal, the companies
agreed to amend the AT&T Contract. A copy of thetcact amendment was
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included in the exhibits to the Company's Septer8Be2000 Report on Form 10-Q, and some of theraonterms, as amended, are
summarized below. See the Company's 2000 AnnuadiRep Form 10-K for additional discussion of ther@and for Arbitration.

AT&T Considering the Initiation of Arbitration. OMarch 13, 2002, AT&T Broadband notified the Compémgt AT&T is "considering” the
initiation of arbitration against the Company rilgtto the AT&T Contract.

The letter states that AT&T's decision whethergeksarbitration is subject to the parties exhagdtie negotiation process specified in the
AT&T Contract. That dispute resolution portion b&tagreement calls for senior officers from eaghgany to meet promptly and for a
period of not less than 30 days in an effort toesthe dispute.

AT&T stated that any action to terminate the AT&dr@ract would be based upon the following claimsstFAT&T claims that the
Company has failed to provide bundled or aggreghiiédg services, including the Company's breathsobligation to provide telephony
billing when required to do so under the AT&T Catr Second, the letter states that the Companpdtasooperated with AT&T in utilizing
another vendor to provide aggregated billing sewi@as well as the Company's improper asserti@s ekclusivity rights. Third, the letter
claims that the Company has breached the Most Edwdations clause of the AT&T Contract.

The letter further states that should a negotiegedlution not be achieved, AT&T could elect toksaaleclaration that it is entitled to
terminate the AT&T Contract on the fifth anniversaf the contract which is August 10, 2002.

The Company denies that it is in breach of the AT@dntract. As of the date of this filing, discusgavere ongoing with AT&T in an effort
to resolve the dispute. It is impossible to predidhis time when or how any resolution will betfmoming. Should AT&T be successful in
claims, or in terminating the AT&T Contract in wiadr in part, it would have a material adverseatfm the financial condition of the
Company and its overall future operations.

While the substance of the negotiations betweelCtrapany and AT&T are not being made public at tini®, readers are strongly
encouraged to review frequently the Company'sgdliwith the SEC as well as all public announcemfzata the Company relating to the
dispute between the companies. This is of partidolportance as the resolution of the disputeghlyiin flux as of the date of this filing.

Contract Rights and Obligations (as amended). Th& AContract expires in 2012. The AT&T Contract magmimum financial commitmen
(based upon processing 13 million wireline videstomers) over the term of the contract and includketusive rights to provide customer
care and billing products and services for AT&Teongs of wireline video, all Internet/higépeed data services, and print and mail sen
During the fourth quarter of 2000, the Companyniglished its exclusive rights to process AT&T saliire telephony customers, and those
AT&T customers were fully converted to another sg\provider by the end of 2001. The Company da¢®Rrpect the loss of these
customers to have a material impact on the Comgpdntyire results of operations.

Effective April 2001, the Company amended its agrest with AT&T giving the Company certain additibieantractual rights to continue
processing, for a minimum of one year, customeas AT &T may divest. These new rights are co- teusiwith and are in addition to the
existing minimum processing commitments the Comgaasg/with AT&T through 2012. Any such divestitutesa third party would not: (i)
relieve AT&T of its minimum processing commitments;

(i) impact the Company's exclusivity rights undee AT&T Contract; or (iii) impact the term of thel&T Contract.

On December 19, 2001, AT&T and Comcast Corporgfi@emcast”’) announced that their board of direcéqsroved a definitive agreement
to combine AT&T Broadband with Comcast. Under thparted terms of the definitive agreement, AT&Tlhspin off AT&T Broadband and
simultaneously merge it with Comcast,
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forming a new company to be called AT&T Comcastfoation. It is premature at this time to specweltat impact this transaction will
have on the Company's operations, if any. The Compalieves the AT&T Contract would remain in effecthe event there is a change in
control of AT&T Broadband.

The AT&T Contract contains certain performanceetié and other obligations to be met by the Comp@hg Company is required to
perform certain remedial efforts and is subjeatddain penalties if it fails to meet the performarriteria or other obligations. The Company
is also subject to an annual technical audit terteine whether the Company's products and seririckgle innovations in features and
functions that have become standard in the wirelideo industry. If the audit determines the Conypismot providing such an innovation
and it fails to do so in the manner and time pedimtiated by the contract, then AT&T would be reke@ from its exclusivity obligation to the
extent necessary to obtain the innovation froniral farty. As a result of two separate technicalits,the Company believes that it is in
compliance with the AT&T Contract's technical augiquirements.

The Company expects to continue to perform sucakgsinder the AT&T Contract, and is hopeful thiatan continue to sell products and
services to AT&T that are in excess of the minimiimancial commitments and exclusive rights includtethe contract. Should the Company
fail to meet its obligations under the AT&T Contrraand should AT&T be successful in any actionitber terminate the AT&T Contract in
whole or in part, or collect damages caused byllaged breach, it would have a material adverseagchpn the Company's results of
operations.

A copy of the AT&T Contract and all subsequent admeants are included in the Company's exhibitsstpétriodic public filings with the
SEC. These documents are available on the Intarmethe Company encourages readers to review tluzsenents for further details.

Market Risk

The Company is exposed to various market risk$idticg 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 arisirapf adverse changes in market rates and
prices. The Company does not enter into derivativesther financial instruments for trading or sgative purposes.

Interest Rate Risk. The Company had long-term de$81.5 million as of December 31, 2001. Interagts for the debt are chosen at the
option of the Company and are based on the LIB@®aathe prime rate, plus an additional percensagead, with the spread dependent
upon the Company's leverage ratio. As of DecembeRB01, the spread on the LIBOR rate and primewats 0.50% and 0%, respectively.
As of December 31, 2001, the debt was under twdlRB:ontracts, with a weighted average interestab®73% (i.e., LIBOR at 2.23% plus
spread of 0.50%). The carrying amount of the Comisdnng-term debt approximates fair value dudgwariable interest rate features. See
Note 5 to the Consolidated Financial Statementsdaiitional description of the lo-term debt and scheduled principal payments.

The Company utilizes a derivative financial instemhto manage its interest rate risk from the \deiaate features of its long-term debt. In
December 1997, the Company entered into a threehytesiest rate collar with a major bank to manigeisk from its variable rate long-term
debt. Upon expiration of this collar agreement ecBmber 2000, the Company entered into an inteatsstap agreement with a major bank,
which expires at the maturity date of the ldegm debt in September 2002. The cost of the cegeagent was minimal. The interest rate ci
9.0% (LIBOR) and the underlying notional amountemd by the cap agreement was $16.4 million asegEbber 31, 2001, and decreases
over the term of the agreement in relation to ttteeduled principal payments on the long-term dEbere are no amounts receivable under
this cap agreement as of December 31, 2001, anzbtlze and the cap agreements had no effect o@timepany's interest expense for 2001,
2000, or 1999. At December 31, 2001, the fair valiihe cap agreement is insignificant.
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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 currérasactions relate almost entirely to the openatimonducted through its United Kingd
("UK") subsidiary, CSG International Limited ("CSGICSGI's transactions are executed primarily imithe UK and generally are
denominated in British pounds and U.S. dollars.dsxpe to variability in currency exchange ratemiisgated by the fact that purchases and
sales are typically in the same currency with @imihaturity dates and amounts and certain tramsectre denominated in U.S. dollars. A
hypothetical adverse change of 10% in yearend exgheates would not have a material effect uporCihipany's financial condition or
results of operations.

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 seiegrihat have a credit rating of A-1/P-1 or better.

See the section titled "Significant Business Acifjiois Subsequent to December 31, 2001" below fdisaussion of the expected impact on
the Company's market risk of a material businegsiaition that closed on February 28, 2002.

Significant Business Acquisition Subsequent to Degwer 31, 2001

Description of Business. On December 21, 2001Citm@mpany reached an agreement to acquire the bdligcustomer care assets of Lucent
Technologies Inc. ("Lucent"). Lucent's billing acdlstomer care business consists primarily of:dfjvgare products and related consulting
services acquired by Lucent when it purchased K&yatems Corporation in 1999; (ii) BILLDATS Data Mayer mediation software; (iii)
software and related technologies developed by hitecBell Laboratories; and (iv) elements of Luterales and marketing organization
(collectively, the "Kenan Business"). On Februa8y 2002, the Company completed the acquisition'{eman Acquisition").

The Kenan Business is a global provider of convetrf#éling and customer care software and servibasenable communications service
providers to bill their customers for a wide vayief existing and next-generation services, inalgdinobile, Internet, wireline telephony,
cable, satellite, and energy and utilities, allaosingle invoice. The software supports multipleglaages and currencies. The Kenan Business
primary product offerings include: (i) Arbor/BP ¢are convergent billing platform); (ii) Arbor/OM rfeorder management platform); and (iii)
BILLDATS Data Manager (a billing mediation softwaseoduct). Historically, a significant portion ofelian Business revenues have been
generated outside the United States.

As a result of the Kenan Acquisition, the Compaay:HKi) added proven products to the Company'symtogliite; (ii) added international
infrastructure in Europe, Asia Pacific and Latin émca; (iii) diversified its customer base by adgover 230 customers in more than 40
countries; (iv) diversified its product offerings ¢ncompass all segments of the communicationsafankluding Internet Protocol, mobile,
wireline telephony, cable, and satellite; (v) acgdisolid relationships with leading systems irdans worldwide; and (vi) gained the
opportunity to leverage the Company's softwaretgmia into the Kenan Business' diverse customes.dasconnection with the Kenan
Acquisition, the Company has reorganized its bissinieto two segments: the Global Software Seniiiession and the Broadband Services
Division.

The results of Kenan Business' operations willfeéuided in the Company's Consolidated Financigk8tants from March 1, 2002 forward.
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Acquisition Price. At closing on February 28, 200% aggregate purchase price was approximatelg 8@2ion in cash, which may be
adjusted based upon the results of an audit dkéman Business' net assets as of closing, plusa&st transaction costs of approximately $5
million. Based on preliminary estimates of the ufited net assets acquired, the Company is currestlynating the purchase price premium
to be in the range of $225 million to $250 millidrhe Company is in the process of obtaining thiadypvaluations of certain intangible
assets, thus the allocation of the purchase misabject to refinement. Based on preliminary vdnareports from the third parties, the
Company expects the purchase price premium tolbeasdd as follows: (i) acquired software--20% 294, (ii) acquired contract2% to 3%
(iiif) purchased in-process research and developassdts to be charged to expense at the date wb#ico--8% to 9%; and (iv) goodwill--
66% to 70%.

Credit Facilities. On February 28, 2002, CSG Systdnt., a wholly-owned subsidiary of the Compasigsed on a $400 million senior
secured credit facility (the "Senior Facility") Wit syndicate of banks, financial institutions atiter entities. The proceeds of the Senior
Facility will be used: (i) to fund the Kenan Acqftiisn; (ii) pay related fees and expenses;

(iii) refinance existing indebtedness; and (iv)\pde financing for general corporate purposes. $amior Facility consists of a $100 million,
five-year revolving credit facility (the "Revolvgr'a $125 million, five-year Tranche A Term Loandaa $175 million, six-year Tranche B
Term Loan. Upon closing of the Kenan Acquisitidre entire amounts of the Tranche A Term Loan amahdhie B Term Loan were drawn
down. The Senior Facility is guaranteed by the Camypand each of the Company's direct and indirectestic subsidiaries.

The interest rates for the Senior Facility are elnost the option of the Company and are basedbasarate or LIBOR rate, plus an applic
margin. The base rate represents the higher dfaatng prime rate for domestic commercial loand a floating rate equal to 50 basis points
in excess of the Federal Funds Effective Rate.dfmicable margins for the Tranche B Loan is 1.56#ase rate loans and 2.75% for
LIBOR loans. As of February 28, 2002, the applieailargins for the Revolver and the Tranche A Loanewl.25% for base rate loans and
2.50% for LIBOR loans. After September 30, 2002, déipplicable margins for the Revolver and the Thank Loan will be dependent upon
the Company's leverage ratio and will range fronib% to 1.50% for base rate loans and 2.00% to 2f85%BOR loans. As of February Z
2002, the base rate was 4.75%, and the LIBOR raguw87% for one-month and 1.90% for 3-month LIB&Rtracts. The Company pays a
commitment fee equal to 0.50% per annum on theageedaily unused portion of the Revolver, whicle i&ter September 30, 2002 is sub

to reduction to 0.375% once the Company achiewestain leverage ratio.

The Senior Facility is collateralized by substdhtiall of the Company's domestic tangible and mgfiale assets and the stock of the
Company's domestic subsidiaries. The Senior Facéjuires maintenance of certain financial ratiesluding: (i) a leverage ratio; (ii) an
interest coverage ratio; and (iii) a fixed chargeerage ratio. The Senior Facility contains otlestnictive covenants, including: (i) restrictic
on additional indebtedness; (ii) cash dividends @hér payments related to the Company's capitaksend (iii) capital expenditures and
investments. The Senior Facility also requires @a6 Systems, Inc. assets and liabilities remagarsge from the assets and liabilities of the
remainder of the Company's consolidated operatioohjding the maintenance of separate deposioémel bank accounts.

The original combined scheduled maturities of th@nthe A Loan and the Tranche B Loan are: 2002-4$dfilion; 2003--$20.5 million;
2004--$25.2 million; 2005--$31.4 million; 2006--$83illion; 2007--$132.9 million; and 2008--$41.8llion. The Senior Facility has no
prepayment penalties and requires mandatory prepatgnif certain events occur, including: (i) théesar issuance of the Company's comr
stock; (ii) the incurrence of certain indebtedn€iy;the sale of assets except in the ordinamyree of business; (iv) the termination of
material processing services contracts; and

(v) the achievement of a certain level of excesh ¢lows (as defined in the Senior Facility).

On March 21, 2002, the Company made a $30.0 mifii@payment on the Senior Facility.

In conjunction with the Senior Facility, the Compancurred financing costs totaling approximately03$nillion, which will be amortized to
interest expense over the related term of the $&w@iaility.
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The Kenan Acquisition will result in a significacthange to the Company's Consolidated Financia¢@eatts, to include impacts on liquidity,
capital resources and results of operations. Kayistare as follows:

. The acquisition will change the manner in whica Company manages its business. The Companyavilaperate using two business
segments: the Global Software Services DivisiontaedBroadband Services Division.

. As a result of the acquisition, the Company ekpéazincur significant one-time charges, to inélud) purchased in-process research and
development costs as discussed above; (ii) costgegrate the Kenan Business; and (iii) signiftoawsts to exit current contracts or activit

. The Company expects to continue to sell its saféwproducts based upon multiple measures of dgpasing both perpetual and term
licensing arrangements.

. The acquisition is expected to increase the Corylpa&ffective income tax rate, especially in teamterm as the Company develops and
implements its international tax structure.

. The acquisition is expected to have a signifitatact on the manner in which the Company managexposure to market risks (interest
rates and foreign currency exchange rates). Aswdtréhe Company expects to implement a formaba@ate market risk management
program that may include the use of interest ratefareign currency hedge instruments.

. The acquisition is expected to change the pralapncentration of credit risk related to accoueteivables, as the Company moves from
having its primary counterparties being large, ldihed companies located in the United Statelseiog a wide range of clients located
primarily in North America, Central and South Anterj Europe/MiddleEast/Africa and Asia-Pacific. Sgblanges in the client base may
adversely impact the Company's DBO.

. As discussed above, the acquisition has hadnéisint impact on the Company's long-term debintdude the amount of interest expense
expected to be incurred in the future (estimateoetapproximately $13.0 million in 2002 based upebruary 28, 2002 LIBOR rates and
factoring in the $30.0 million debt prepayment madeMarch 21, 2002), and the debt covenants thep@aosgnmust operate under. One debt
covenant under the new credit facilities would niesthe amount of Common Stock the Company caclmase under its stock repurchase
program.

On March 14, 2002, the Company filed a Forid 8lated to the Kenan Acquisition. On or about M&y 2002, the Company will file a Fol
8-K/A that will include historical audited finantistatements of the acquired net assets and opesatf the Kenan Business and unaudited
pro forma financial information.
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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, 2001 and 2000, and the relatesbtidated statements of income, stockholderstyegnd cash flows for each of the th
years in the period ended December 31, 2001. 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 Decen3tie2001 and 2000, and the results of their ojmeraiand their cash flows for each of the
three years in the period ended December 31, 20@bnformity with accounting principles generadlgcepted in the United States.

Arthur Andersen llp

Omaha, Nebraska,
February 28, 2002
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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 $6,310 and $5,001....
unbilled.........ccooviiiiiiiieieee,

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

Total current assetS.......cocvvvveeviiveeeenns
Property and equipment, net...
Software, Net.........ccoovvevciiiiiiiiiieeeee.
Goodwill, net.........cccccvviiiiiiiiiieeeee,
Client contracts, net....
Deferred income taxes.......cccccccvveeeeeennnnnn.
Other assets......ccocvvvveieiiiieeeeeeeeeeeeees

Total assetS......oveveeeeeiiiiiiiiiiiiieees

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Current maturities of long-term debt..............
Client depositS........coeeeeevvviiciiiiiniennns
Trade accounts payable
Accrued employee compensation.....................
Deferred revenue..........cccceevuveeeennineen.
Accrued income taxes...
Other current liabilities............cccccceoeee

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

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

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

Commitments and contingencies (Note 8)

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; 9,414,623 and 11,840,333 shares reser
common stock warrants, employee stock purchase pl
stock incentive plans; 52,663,852 and 52,530,203
outstanding..........cccovcveeieiniiieeeenines

Common stock warrants; zero and 2,000,000 warrants
and outstanding.......cccceeeeveeeiiiiciiinnns

Additional paid-in capital
Treasury stock, at cost, 4,850,986 and 1,830,986 s
Accumulated other comprehensive income (loss):
Foreign currency translation......................
Unrealized gain (losses) on short-term investments

34

December 31,

$30,165 $ 32,751
53,434 10,982

ments... 83,599 43,733

........ 92,418 128,902
........ 12,541 4,306

........ 1,716 1,259
5,549 3,247
8,676 7,507

........ 204,499 188,954
. 42,912 36,630
........ 3,387 4,284
........ 13,461 1,894

. 67,012 52,368
........ 40,394 47,331
........ 2,381 628

........ $ 31,500 $ 25,436
14,565 12,391
. 11,408 14,850
........ 19,326 19,147

........ 9,850 8,172
15,633
12,008
107,637
........ -- 32,820
........ 288 463
........ 288 33,283
000
ding.... - --
0 shares
ved for
an and
shares
575 543
- 17,430

252,221 180,750
hares... (180,958) (71,497)

........ (792)  (654)

........ 134 (350)
........ 178,868 64,947

The accompanying notes are an integral part oktheasolidated financial statements.



CSG SYSTEMS INTERNATIONAL, INC.

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

Year Ended December 31,

Revenues:

Processing and related services................ $ 339,258 $294,809 $255,167

Software and professional services............. 137,650 104,086 66,995

Total revenues........cccceeeeviieeeeeinines 476,908 398,895 322,162
Expenses:

Cost of processing and related services........ 121,983 107,022 95,706

Cost of software and professional services..... 54,032 44,515 36,415

Total cost of revenues..............cccoeuee 176,015 151,537 132,121
Gross margin (exclusive of depreciation)........ 300,893 247,358 190,041
Operating expenses:

Research and development....................... 52,223 42,338 34,388
Selling, general and administrative:

Selling, general and administrative............ 51,527 46,970 40,142
Amortization of noncompete agreements and

goodWill.......coviieiiiiiiicce 622 643 4,889
Stock-based employee compensation.............. - 48 280
Depreciation...........ccooeeeeeericiieeeenn. 14,546 12,077 10,190

Total operating expenses...........ccccueee.. 118,918 102,076 89,889
Operating iNnCoOMe.........coccvveeeriiieneenne 181,975 145,282 100,152
Other income (expense):

Interest exXpense........cccccveeeeeeereeeennn. (3,038) (5,808) (7,214)
Interest and investment income, net............ 4,466 5,761 2,981
Other.....cooiiiiiieeeee e, 39 32) 10

Total other.........cccccvvvevieieenenennn. 1,467 (79) (4,223)
Income before income taxes 183,442 145,203 95,929
Income tax provision ........c.ccccceeeeeennne (69,521) (54,734) (36,055)
Net iNCOME........cceveiiiiiiieiiie e $ 113,921 $90,469 $ 59,874
Basic net income per common share:

Net income available to common stockholders.... $ 215 $ 173 $ 1.16
Weighted average common shares................. 52,891 52,204 51,675
Diluted net income per common share:

Net income available to common stockholders.... $ 208 $ 160 $ 1.10
Weighted average diluted common shares......... 54,639 56,680 54,660

The accompanying notes are an integral part oktheasolidated financial statements.
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CSG SYSTEMS INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended December 31, 2001, 2000 and 999
(in thousands)

Notes
Receivable Unreal ized

Shares of and Deferred Gai ns

Common Common Add itional Compensation Foreign (Losse s) on Accumulated

Stock Common Stock Pa id-in  Related to Treasury Currency Short- Term Earnings

Outstanding Stock Warrants Ca pital Employees Stock Translation Invest ments (Deficit)
BALANCE,
December 31,
1998........... 51,466 $515 $26,145 $1 20,599 $(806) $ (97) $ 38 $- - $(85,396)
Comprehensive
income:
Net income...... - - - - - - - - - 59,874
Foreign currency
translation
adjustments.... - - - - - - (158) - ; -
Comprehensive
income......... - - - - - - - - . -
Amortization of
deferred stock-
based employee
compensation
expense........ - - -- - 280 - - - R -
Repurchase of
common stock... (656) -- - -- - (20,277) - - - -
Common stock
swap for option
exercise....... - - -- 35 - - - - _ -
Exercise of
stock options.. 795 8 - 10,000 - - - - - -
Payments on
notes
receivable from
employee
stockholders... - - - - 363 - - - N -
Purchase of
common stock
pursuant to
employee stock
purchase plan.. 34 - -- 926 -- -- -- - - -
Tax benefit of
stock options
exercised...... - - -- 4,813 - - - - _ -

BALANCE,

December 31,

1999........... 51,639 523 26,145 1 36,373 (163) (20,374) (120) - - (25,522)
Comprehensive

income:

Net income...... - - - -- - - - - - 90,469
Unrealized

losses on

short-term

investments

(net of tax

benefit of

Foreign currency

translation

adjustments.... - - - - - - (534) - - -
Comprehensive

Amortization of

deferred stock-

based employee

compensation

expense........ - - -- - 48 - - R R -
Repurchase of

common stock...  (1,110) -- - -- - (51,123) - - - -
Exercise of

stock options.. 971 10 - 13,178 - - -- - - -
Exercise of

stock

warrants....... 1000 10 (8,715) 20,705 - - -- - - -
Payments on

notes

receivable from

employee

stockholders... - - - - 115 - - - _ -
Purchase of

common stock



pursuant to
employee stock
purchase plan..
Tax benefit of
stock options
exercised......
BALANCE,
December 31,
2000........... 52,
Comprehensive
income:

Net income......
Reclassification
adjustment for
loss included

in net income
(net of tax
benefit of

Unrealized gains
on short-term
investments

(net of tax
provision of
$19)....c..... -
Foreign currency
translation
adjustments....
Comprehensive
income.........
Repurchase of
common stock...
Exercise of

stock options..
Exercise of

stock
warrants....... 2
Purchase of
common stock
pursuant to
employee stock
purchase plan..
Tax benefit of
stock options
exercised......
BALANCE,
December 31,
2001........... 52,

30 - -

530 543 17,430 1

,000 20 (17,430)

664 $575 $ -- $2

Total

Stockholders'
Equity

BALANCE,
December 31,

Comprehensive
income:

Net income......
Foreign currency
translation
adjustments....
Comprehensive
income.........
Amortization of
deferred stock-
based employee
compensation
expense........
Repurchase of
common stock...
Common stock
swap for option
exercise.......
Exercise of
stock options..
Payments on
notes
receivable from
employee
stockholders...
Purchase of
common stock
pursuant to
employee stock
purchase plan..

$ 60,998

59,716

280

(20,277)

35

10,008

363

926

80,750

15,704

41,410

1,276

13,081

(71,497)  (654)

~- (1388 -

(109,461) - -

$(180,958) $(792)

3

$1

35

49

34

64,947

113,921



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

$211).......... -
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
Comprehensive

income:

Net income...... -
Reclassification
adjustment for

loss included

in net income

(net of tax

benefit of

Unrealized gains
on short-term
investments
(net of tax
provision of

Foreign currency
translation

adjustments.... -
Comprehensive
income......... 114,267
Repurchase of

common stock...  (109,461)
Exercise of

stock options.. 15,716
Exercise of

stock

warrants....... 24,000
Purchase of

common stock

pursuant to

employee stock

purchase plan.. 1,276
Tax benefit of

stock options
exercised...... 13,081



BALANCE,
December 31,
2001........... $250,048

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,

2001 2000 1999
Cash flows from operating activities:

Net iNCOME......ccoceiiiiieiiiieiie e $113,921 $90,469 $59,874
Adjustments to reconcile net income to net cash

provided by operating activities--

Depreciation..........c.cceevviveeeeiiiiieeeenne 14,546 12,077 10,190
Amortization...........cccceeviiiieenne 10,000 7,313 15,026
Loss on short-term investments 724 -- --

Deferred income taxes..........cccccveveennnes 8,576 4,450 6,373
Tax benefit of stock options exercised........... 13,081 9,358 4,831
Stock-based employee compensation................ - 48 280
Changes in operating assets and liabilities:

Trade accounts and other receivables, net....... 29,249 (57,809) (12,255)
Other current and noncurrent assets............. (3,408) (4,709) (633)
Accounts payable and accrued liabilities........ (6,778) 5,567 18,365

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of property and equipment

.............. (20,417) (22,173) (12,003)
Purchase of short-term investments

............... (106,337) (11,543)  --
Proceeds from sale of short-term investments..... 63,861 -- -
Acquisition of assets and business, net of cash

ACAUITEd. . .vvvevieieeiee e (17,750)  -- --
Acquisitions of and investments in client

contracts

....................................... (6,623) (1,100) (24,692)
Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of common stock........... 16,991 14,324 10,934
Proceeds from exercise of stock warrants......... 24,000 12,000 --
Repurchase of common stock....................... (109,461) (51,081) (20,242)
Payments on notes receivable from employee

stockholders

- 110 454
Payments on long-term debt

(26,756) (22,744) (47,250)

Net cash used in financing activities

Effect of exchange rate fluctuations on cash

Net increase (decrease) in cash and cash
equivalents.........cceeieeiie i (2,586) (15,925) 9,083
Cash and cash equivalents, beginning of period.... 32,751 48,676 39,593

.......... $30,165 $ 32,751 $48,676

Supplemental disclosures of cash flow information:
Cash paid during the period for--
INEEIESt...veeeieeeecieee e $ 2,460 $ 5,608 $ 6,386
INCOME taXES.....coevvieiiiieiee e $ 45,981 $ 36,963 $19,905

Cash and cash equivalents, end of period

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. Based in Denver, Colora
the Company provides customer care and billingtewia 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 customadysis for target marketing. The Company's proglacd services combine the
reliability and high volume transaction processiagabilities of a mainframe platform with the flei4ity of client/server architecture. The
Company provides customer care and billing to ntleaa 40% of the homes in the United States.

On March 5, 1999, the Company completed a two-fa-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 effettetplit.

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'sifprasubsidiaries use as their functional curreteylocal currency of the countries in
which they operate. Their assets and liabilitiesteanslated into U.S. dollars at the exchanges fiateffect at the balance sheet date. Reve
and expenses are translated at the average rag@shange prevailing during the period. Translagams and losses are included in total
comprehensive income in stockholders' equity. Taetisn gains and losses related to intercompanguts are not material and are included
in the determination of net income.

Use of Estimates in Preparation of Consolidatedftdmal Statements. The preparation of the condelitifinancial statements in conformity
with generally accepted accounting principles rezspimanagement to make estimates and assumptairefféct 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. The Company generates ituessfrom three primary sources: processing aladieservices, software transactions,
and professional services. Processing and relatites revenues consist primarily of monthly pesieg fees generated from the Compa
core service bureau customer care and billing epjiin called CSG CCS/BP (formerly known as CC8Yl, services ancillary to CCS
(collectively, "CCS"). Software revenues consistrarily of software license and maintenance feesfeBsional services revenues consist of
a variety of consulting services, such as prochatailation and customization, business consulfingject management and training services.
For multiple-element arrangements which include twanore of these revenue sources, the Companyajgnaccounts for each of the
individual revenue sources as a separate and thseaenings process considering, among other thimgsther any undelivered element(s) is
essential to the functionality of the deliverednedmt(s). For such multiple- element arrangemeatal tevenue is allocated to the various
elements based upon objective and reliable evidehttes relative fair values specific to the Comgarproducts and services.

Processing and related services revenues are ligedgas the services are performed. Processingafedgpically billed monthly based on
number of client's customers served, ancillaryisesvare typically billed on a per transaction $aand certain customized print and mail
services are billed on a usage basis.
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Software-related revenues are recognized usingultzlines of American Institute of Certified Pubficcountants Statement of Position
("SOP™) 97-2, "Software Revenue Recognition", agmaded. The primary revenue recognition criteridimed in SOP 97-2 include: evidence
of an arrangement; delivery; fixed or determindbkes; and collectibility. For the majority of sofive transactions that have multiple
elements, such as software and services, the Conghlacates the contract value to the respectigmehts based on vendsgpecific objectiv:
evidence of their individual fair values, deterndrie accordance with SOP 27+or certain software transactions that haveiplalelements
the Company allocates the contract value to theeire elements based upon the residual methadcordance with SOP 98-9, "Software
Revenue Recognition, With Respect to Certain Tretiwas". Under the residual method, the fair vadfithe undelivered elements is deferred
and subsequently recognized as they are delivAreangements for software license fees consistjpally of one-time perpetual licenses,
sold on a per seat or other per unit basis. Pespktense fees are typically recognized upon @gjivdepending upon the nature and extent of
the installation and/or customization servicegny, to be provided by the Company, and assumirgtar revenue recognition criteria have
been met. Term license fees with multiple paymé#ras extend over several periods, and maintenareedre recognized ratably over the
contract term.

For certain software transactions, the Companyajased to "host" the software on Company-ownedvarel In accordance with Emerging
Issues Task Force Issue No. 00-03, "ApplicatioAlGfPA Statement of Position 97-2 to ArrangementatThclude the Right to Use
Software Stored on Another Entity's Hardware", ¢hiessting arrangements are treated as a sepagaterdlof the software arrangement w
the client has a contractual right to take poseessi the software at any time during the hostiagaga without incurring a significant penalty
and it is feasible for the client to either run Hudtware on its own hardware or contract with heoparty unrelated to the Company to host
the software.

Professional services revenues typically are reizegras the related services are performed.

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

Postage. The Company passes through to its cliemtsost of postage that is incurred on behalho$¢ clients. The Company requires
postage deposits from its clients based on contaheatrangements prior to the mailing of custont@tesnents. These amounts are included in
“client deposits" in the accompanying consoliddiathnce sheets and are classified as currentifiebitegardless of the contract period. The
Company nets the cost of postage against the postéigbursements, and includes the net amounbitegsing and related services reven
The total cost of postage incurred on behalf etk that has been netted against processing kteldrservices revenues for the years ended
December 31, 2001, 2000 and 1999 was $131.3 milin06.8 million and $92.2 million, respectively.

Realizability of Long-Lived Assets. The Company tioually evaluates whether events and circumstahags occurred that indicate the
remaining estimated useful life of long-lived assaiay warrant revision, or that the remaining bedaof these assets may not be recoverable.
The Company evaluates the recoverability of itgltimed assets by comparing the carrying amounhefassets against the estimated
undiscounted future cash flows associated with tHesuch evaluations indicate that the future sndunted cash flows of long-lived assets
are not sufficient to recover the carrying valuesoth assets, the assets are adjusted to theira¢sti fair values.

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

Short-term Investments and Other Financial Instnherhe Company's short- term investments at Dbeeil, 2001 consist of commercial
paper, with a market value and an original costpgfroximately $53.4 million. The Company's shortraténvestments at December 31, 2000
consist of commercial paper, with a market valua am original cost of approximately $10.8 milli@md common stock, with a market value
and original cost of approximately $0.2 million @8 million, respectively.
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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 suadlriies included, net of the related income taxeffin stockholders' equity. For all short-
term investments, unrealized losses that are ceresid'other than temporary” are recognized immelbjian earnings. Realized gains and
losses on short-term investments are includedrimegs and are derived using the specific ideratfan method for determining the cost of
the securities.

The Company's other balance sheet financial insgtrisnas of December 31, 2001 and 2000 includearagicash 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 filneivalue. The carrying amount of the Companygiterm debt approximates fair value
due to its variable interest rates.

As of December 31, 2001 and 2000, the Companyisadffibalance sheet financial instrument consigtkdn interest rate cap agreement that
was entered into during December 2000. The fairevaf the interest rate cap agreement at Decenih@081 and 2000, respectively, was
insignificant.

Concentrations of Credit Risk. In the normal cowEbusiness, the Company is exposed to credit Tisk principal concentrations of credit
risk are cash deposits, short-term investmentsaandunts receivable. The Company regularly monitoedit risk exposures and takes steps
to mitigate the likelihood of these exposures risglin a loss. The Company places cash depositsfimancial institutions it believes to be
of sound financial condition. It is the Companyitent to maintain a low-risk, liquid portfolio ofert-term investments. The primary
counterparties to the Company's accounts receiatulesources of the Company's revenues consisthtd television and direct broadcast
satellite providers throughout the United Statess @anada.

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

2001 2000 1999

Balance, beginning of period....................... .. $5,001 $2,975 $2,051
Additions charged to expense.............ccccee... .. 2,277 2,791 2,021
Reductions for receivables written off............. .. (968) (765) (1,097)
Balance, end of period.............c.cccevveneen. .. $6,310 $5,001 $2,975

Property and Equipment. Property and equipmentesr@rded at cost and are depreciated over théinatstd useful lives ranging from three
to ten years. Depreciation is computed using tteégsit-line method for financial reporting purposBgpreciation expense for all property
and equipment is reflected separately in the aggeegnd is not included in the cost of revenudh@®other components of operating
expenses. Depreciation for income tax purposesngated using accelerated methods.

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

Useful
Lives
(years) 2001 2000

Computer equipment..........cccccceveeeeveeeennnnn. 3 $46,313 $37,798
Leasehold improvements.........c.ccccceeeveinnnes 5-10 6,613 4,740
Operating equipment............cccceeeeiiieeeennne 3-5 31,681 24,836
Furniture and equipment...........ccccccevuveeenn. 8 12,204 8,723
Construction iN Process........ccceeeevvvveieenns - 2,566 2,990
99,377 79,087
Less--accumulated depreciation..................... (56,465) (42,457)
Property and equipment, net...................... $42,912 $36,630
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Software. Software at December 31 consists ofghewing (in thousands):

2001 2000
Acquired software......cccceoveviieiicenee. L $38,876 $40,849
Internally developed software.........ccccoeeeeeeee. L 2,133 2,547
41,009 43,396
Less--accumulated amortization.........ccccceeeeee. L (37,622) (39,112)
Software, Net......cccvvvcvevcvvvvniiicceaees $3,387 $4,284

Acquired software resulted from acquisitions anbdsg amortized over five years. Amortization exgeerelated to acquired software for the
years ended December 31, 2001, 2000 and 1999 wasriilion each yeal

The Company's research and development ("R&D"y&ffoonsist of developing new products and senasesell as enhancements to
existing products and services. The Company céeatertain software development costs when thdtneg products reach technological
feasibility. The Company did not capitalize anytsds 2001, 2000, or 1999.

Amortization of internally developed software amdjaired software costs begins when the productaaiable for general release to clients
and is computed separately for each product agréager of: (i) the ratio of current gross revefarea product to the total of current and
anticipated gross revenue for the product; otl{i) straight-line method over the remaining estidaconomic life of the product. An
estimated life of five years is used in the caltafaof amortization. Amortization expense relatednternally developed software for the
years ended December 31, 2001, 2000 and 1999 wasrfilon each yeal

Noncompete Agreements and Goodwill. Noncompeteesmgeats resulted from acquisitions and were amariirea straigl-line basis over
the terms of the agreements, ranging from thrdiwéoyears. Amortization expense for noncompeteagrents for 1999 was $4.2 million. -
noncompete agreements were fully amortized as geder 30, 1999.

Goodwill at December 31 consists of the followingthousands):

2001 2000
GoOAWill.coeviiiiiiiici e $17,475 $6,777
Less--accumulated amortization..............ceeee. (4,014) (4,883)
Goodwill, NEt....coeviiiiiieiieieeeee $13,461 $1,894

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued SFAS No. 142, "Goodwill and &tintangible Assets” ("SFAS
142"). SFAS 142 addresses financial accountingreapdrting for acquired goodwill and other intangilalssets and supercedes APB Opinion
No. 17, "Intangible Assets". Of the December 3)2§oodwill balance, approximately $5.3 millionuked from acquisitions prior to July
2001, and is being amortized to expense over sevim years on a straight-line basis. AmortizaBapense related to this goodwill for the
years ended December 31, 2001, 2000 and 1999,ppasx@mately $0.6 million, $0.7 million, $0.7 mitih, respectively. Beginning Janus

1, 2002 amortization of this goodwill will ceasedaall of the Company's goodwill will be subjectth® impairment testing requirements of
SFAS 142. Goodwill of $12.2 million acquired on Sapber 18, 2001 as part of the plaNet Consultimysition has not been amortized in
accordance with SFAS 142.

Client Contracts. Client contracts which resultexhf the CSG Acquisition were amortized over thetireated lives of five years, and were
fully amortized as of November 30, 1999. During 20he Company acquired contract rights valuegpt@aimately $15.0 million in
exchange for the performance of services. The m@ngaclient contracts represent cash payments anthin Stock Warrants issued to
clients based upon the number of client customamsearted to and processed on the Company's custareand billing system.

41



These client contracts are being amortized ratabdy the lives of the respective contracts. Amation related to client contracts and related
intangibles for the years ended December 31, 22000, and 1999, was $5.4 million, $4.1 million, &#Yd2 million, respectively. As of
December 31, 2001 and 2000, accumulated amortizfdicclient contracts was $31.3 million and $28\@lion, 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 fatteeafccompanying consolidated statements of incbloeeconciliation 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...... ... 52,891 52,204 51,675
Dilutive shares from common stock warrants....... ... 235 2,136 838
Dilutive shares from common stock options........ ... 1,513 2,340 2,147

Weighted average diluted common shares............. ... 54,639 56,680 54,660

Common stock options of 1.7 million, 0.3 milliomd0.6 million shares for 2001, 2000, and 1999 eetvely, 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 exéeptgsa\s of February 2001, all warrants
had been exercised.

Stock-Based Compensation. The Company accounits fstock-based compensation plans in accordanteAgicounting Principles Board
("APB") Opinion No. 25, "Accounting for Stock Issiito Employees", and related interpretations, afidws the disclosure provisions of
SFAS No. 123, "Accounting for Stock-Based Compeansai("SFAS 123"). See Note 10 for the requireccltisures under SFAS 123.

Comprehensive Income. The Company has adopted 8A$30, "Reporting Comprehensive Income," whidalgishes standards for
reporting and display of comprehensive income édamponents. The components of comprehensiveneaoe reflected in the
accompanying consolidated statement of stockhdldqrsty. Foreign currency translation adjustmemésnot generally adjusted for income
taxes as they relate to indefinite investmentsoin-b.S. subsidiaries.

Reclassification. Certain December 31, 2000 an® H8ounts have been reclassified to conform t®#eember 31, 2001 presentation.

Accounting Pronouncements Issued But Not Yet Eiffectn June 2001, the FASB issued SFAS No. 141siiess Combinations" ("SFAS
141"). SFAS 141 addresses financial accountingrapdrting for business combinations and supersA8&Opinion No. 16, "Business
Combinations". SFAS 141 introduces a single-metqmatoach to accounting for business combinatiatgjiring the use of the purchase
method and eliminating the use of the pooling-téiiasts approach. In addition, SFAS 141 changesritegia for the separate recognition of
intangible assets in a business combination. SHASd effective for all business combinations atiid after June 30, 2001, and for all
business combinations accounted for using the pgecimethod for which the date of acquisition iy 1yl2001 or later.

In June 2001, the FASB issued SFAS 142. SFAS 1dgeades financial accounting and reporting for aedugoodwill and other intangible
assets and supercedes APB Opinion No. 17, "Inténgifsets". SFAS 142 addresses how intangible afsat are acquired individually or
with a group of other assets (but not those acduir@ business combination) should be accounteinh fihe financial statements upon their
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acquisition. SFAS 142 also addresses how goodndlather intangibles should be accounted for dfftey have been initially recognized in
the financial statements. SFAS 142 is requirecetaiiplied by the Company beginning January 1, 20@3 goodwill and other intangible
assets recognized in the financial statementsaatitite. Goodwill acquired after June 30, 2001 moll be amortized pursuant to SFAS 142,
but will be subject to at least annual tests fgpamment based on a methodology prescribed bydhestandard.

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Long-LivAdsets" ("SFAS 144"). SFAS
144 supercedes SFAS No. 121, "Accounting for thedinment of Long-Lived Assets and for Long-Livedsess to Be Disposed Of" ("SFAS
121"). SFAS 144 was issued to resolve certain implgation issues related to SFAS 121, and to ésitablsingle accounting model for long-
lived assets to be disposed of by sale, to inclbdeaccounting for a segment of a business accodiates a discontinued operation under
Accounting Principles Board Opinion No. 30, "Repaytthe Results of Operations-- Reporting the Bffed Disposal of a Segment of a
Business, and Extraordinary, Unusual and Infrequédtcurring Events and Transactions.”

The Company is required to adopt SFAS 144 anddahmaining provisions of SFAS 142 on January 1, 2002. adoption of SFAS 144 is not
expected to have a significant effect on the Comisasonsolidated financial statements. Based upemamount of previously amortizable
goodwill on its consolidated balance sheet as afeD@er 31, 2001, the adoption of SFAS 142 will cedamortization by approximately $(
million in 2002. The adoption of SFAS 142 is expelto have a more significant impact on the Comgenthe result of a large business
acquisition completed subsequent to December 311, 2Bee Note 12).

3. Business Acquisition

On September 18, 2001, the Company acquired 10a¥%eafommon stock of plaNet Consulting, Inc. ("pddy, a Delaware corporation, for
$16.7 million in cash. plaNet, with over 100 emmeg located in Omaha, Nebraska and Denver, Colppadeides e-business solutions and
services to enable companies to transact busimeslsevinternet and in real-time. At the date afwsition, plaNet derived the majority of its
revenues from consulting services. The CompanyiesdjplaNet primarily to obtain its assembled mamagnt and consulting workforce to
expand the Company's professional services cafabillThe results of operations of plaNet are idetlin the Company's Consolidated
Statements of Income for the periods subsequehgtacquisition date.

The following table summarizes the estimated falues of the assets acquired and liabilities asduahéhe date of acquisition (in thousan:

Current assetS........vvvvveeeeeeeieeiiiciiieiens
Property and equipment, net................cc..c...
Deferred income tax assets............ccccvvvnns
GoOodWill.....ooeveveeeiiiiii

Total assets acquired
Current liabilities............cccccevieicnene

Net assets acquired..........cccccvvvveevenennnn.

The deferred income tax assets represent: (i) apertating loss carryforward of approximately $miflion which the Company believes is
more likely than not to be realized over approxihatl0 years; and (ii) the difference between theltasis and the assigned value of certain
plaNet assets that existed on the date of acqunsitihe $12.2 million of goodwill is not deductilie tax purposes.

Pro forma information on the Company's resultspsrations for the three and nine month periods @&#gptember 30, 2001 and 2000, to
reflect the acquisition of plaNet, is not preserdsclaNet's results of operations during thosmgemare not material to the Company's res
of operations.

The Company followed the provisions of SFAS 14hdgounting for the acquisition of plaNet.
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4. Segment Reporting and Significant Concentrations

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 ohgakierating decisions and assessing performamasedon the guidelines of SFAS
131, the Company has determined that as of Dece®ih@001, it has only one reportable segmentoowst care and billing solutions for t
worldwide converging communications markets.

Products and Services. The Company provides custoane and billing solutions worldwide for the cenging communications markets,
including cable television, direct broadcast sagltelephony, on-line services and others. Them@any generates a significant portion of its
revenues from its core service bureau processioduet, CCS. The Company sells its software prodaietsprofessional services principally
to its existing base of processing clients to iff)@ce the core functionality of its service burpeacessing application, (ii) increase the
efficiency and productivity of the clients' opeaats, and (iii) allow clients to effectively roll bnew products and services to new and exis
markets, such as residential telephony, high-spgatlISP and IP markets.

The Company derived approximately 74.2%, 75.8%@3%83 of its total revenues in the years ended Deeer@b, 2001, 2000, and 1999,
respectively, from CCS processing and related prtsdand services. The Company generated 82.3%%6/ aid 75.8%, of its total revenues
from U.S. cable television providers, and 11.7%0%3 and 15.5%, of its total revenues from U.S. @adadian direct broadcast satellite
providers during the years ended December 31, ZIi), and 1999, respectively.

Geographic Regions. The Company uses the locatitrecustomer as the basis of attributing reveto@sdividual countries. Financial
information relating to the Company's operationgbggraphic areas is as follows (in thousands):

Y ear Ended December 31,
2001 2000 1999

Total Revenue:

United States.........cccoevvveviirrnenne $4 67,764 $391,897 $308,266
All other (principally U.K., Germany and
Canada)......c.ccerveneenieiieee 9,144 6,998 13,896

$4 76,908 $398,895 $322,162

As of December 31,
2001 2000 1999

Long-Lived Assets (excludes intangible assets):

United States.............cccoevviviiinnnns $ 42,591 $ 36,299 $ 25,903
AllOther.........ccoevvii, 321 331 604
$ 42,912 $ 36,630 $ 26,507

Significant Clients. During the years ended Decen®ige 2001, 2000 and 1999: (i) revenues from AT&presented approximately 55.8%,
50.4%, and 50.5% of total revenues; (ii) revenuesfEchostar Communications Corporation represesyppdoximately 10.0%, 9.3%, and
7.3% of total revenues; and (iii) revenues from ATine Warner Inc. and its affiliated companies ("ADime Warner") represented
approximately 7.5%, 8.3%, and 10.2% of total rewenuespectively. The Company has separate prageagreements with multiple
affiliates of AOL Time Warner and provides produatsl services to them under separately negotiateée@ecuted contracts.
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As of December 31, 2001 and 2000, net billed actsorgteivable attributable to significant clientasw(i) 34% and 51%, respectively,
attributable to AT&T Broadband ("AT&T"); and (ii)6P6 and 11%, respectively, attributable to EchoS@ammunications Corporation.

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 dataveges, and print and mail services. The
AT&T Contract contains certain performance critemal other obligations to be met by the Compang. Chmpany is required to perform
certain remedial efforts and is subject to cerpanalties if it fails to meet the performance ci#®r other obligations. The Company also is
subject to an annual technical audit to determihether the Company's products and services inéhudeations in features and functions
that have become standard in the wireline videastrg.

5. Debt

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

2001 2000
Term credit facility, due September 2002, quarterly payments
beginning June 30, 1998, ranging from $6.3 million to $12.6
million, interest at adjusted LIBOR plus 0.50% (we ighted
average rate of 2.73% and 7.14% at December 31, 20 01 and
2000, respectively)......ccovvevvveeccieeieees $31,500 $58,256
$40 million revolving credit facility, due Septembe r 2002,

interest at adjusted LIBOR plus 0.50%.............. ... - -

31,500 58,256
Less-current portion.......ccccceveeeeeeeveviseeeeee (31,500) (25,436)

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

The term and revolving credit facilities are inahadin the same debt agreement with a major baek'Riebt Agreement”). Interest rates for
both the term and revolving credit facilities almsen at the option of the Company and are bas#uednlBOR rate or the prime rate, plus
additional percentage spread, with the spread adigpemupon the Company's leverage ratio. As of Déegr81, 2001 and 2000, the spread on
the LIBOR rate and prime rate was 0.50% and 0%eas/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 thegkerm debt in September 2002. The cost of the cegeatent was minimal. The interest 1
cap is 9.0% (LIBOR) and the underlying notional amocovered by the cap agreement was $16.4 mélsoaf December 31, 2001, 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&001, and the collar and the cap agreementadaffect on the Company's interest
expense for 2001, 2000, or 1999. The fair valutnefinterest rate cap is not significant.

The Debt Agreement requires maintenance of cefitsmcial ratios and contains other restrictive@mants, including restrictions on paym
of dividends, maintenance of a fixed charge coweratjo and leverage ratio, and restrictions oritabpxpenditures. As of December 31,
2001, the Company was in compliance with thesemants. The payment of cash dividends or other tgpésstributions on any class of the
Company's stock is restricted unless the Compaewesage ratio, as defined in the Debt Agreemenipder 1.50. As of December 31, 2001,
the leverage ratio was 0.14.
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There were no borrowings made on the revolvingitfadility during the years ended December 31,2000, and 1999. 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, 2001, the feg @a5%. The Company's ability to borrow underdiweent revolving credit facility is
subject to maintenance of certain levels of elgitgdceivables. At December 31, 2001, all of the G4flillion revolving credit facility was
available to the Company.

As of December 31, 2001 and 2000, unamortized defdmancing costs were $0.1 million and $0.5 i) 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 Deaedidh 2001, 2000, and 1999 includes amortizatfareterred financing costs of
approximately $0.4 million, $0.6 million, and $018llion, respectively.

On February 28, 2002, the Company refinanced th# Bgreement in conjunction with the acquisitionadfusiness (see Note 12).
6. 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 estigduture tax consequences, SFAS 109
generally considers all expected future eventsrdtien enactment of or changes in the tax law teisra

Income tax provision consists of the following (iousands):

Year Ended December 31,

2001 2000 1999

Current:

Federal.........ccoveeieiiieiceciiiee e, $53,662 $45,720 $25,442

State...ccvviee e 7,023 5,443 3,029

FOreign......ueeveveeeeeeeieieeiiieees 44 (820) 1,160
60,729 50,343 29,631

Deferred:

Federal......cccooovveeeeiiiiiiiiiieeen 7,775 3,924 5,792

State..ooiiiee e 1,017 467 690

FOreign......coooveieiiieeeiiee e - - (58)

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

Net income tax provision..............ccceeeueee.. $69,521 $54,734 $36,055

Income tax benefits associated with nonqualifiedlsoptions and disqualifying dispositions of inttea stock options reduced accrued
income taxes by $13.1 million, $9.4 million, and&#illion for the years ended December 31, 200002 and 1999, respectively. Such
benefits were recorded as an increase to additadtin 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 provisionmated at the statutory federal income tax ratethadinancial statement provision for
income taxes is summarized as follows (in thousands

Year Ended December 31,

2001 2000 1999

Provision at federal rate of 35%.................. $64,198 $50,821 $33,575
Effective state income taxes...................... 5,272 3,872 2,415
Amortization of nondeductible goodwill............ 217 225 235
Other...ociiiiiiiiieceeeee e, (166) (184) (170)

$69,521 $54,734 $36,055

The deferred tax assets and liabilities result fibfferences in the timing of the recognition ofteén income and expense items for tax and
financial reporting purposes, and from tax andrfzial reporting basis differences recognized irchase accounting. The sources of these
differences at December 31 are as follows (in thods):

2001 2000
Current deferred tax assets:
Accrued expenses and reserves.......cccoeeeeeeee v, $5,549 $3,192
Deferred revenue.........cccocvvvvvveveneenen. -- 55

Noncurrent deferred tax assets (liabilities):

Purchased research and development............... ... $36,002 $39,373
SOftWAr€...ooveeiiiic e 7,153 7,289
Client contracts and related intangibles......... ... (9,851) (2,748)
Noncompete agreements.........coeevevceveeee L. 5,706 5,432
Acquired net operating 10SS.......ccccceveveeee. 2,900

Property and equipment.......cccccceveeeveeees L (1,510) (902)
Other..ccoiiiii e (6) (1,113)

As of December 31, 2001, management continueslievbehat sufficient taxable income will be gertethin the future to realize the entire
benefit of the Company's deferred tax assets. Tdmepgany's assumptions of future profitable operatame supported by the Company's
strong operating performances over the last seyeabk and the Company's long-term customer catdidlimg system processing contracts.

7. Employee Retirement Benefit Plans

Incentive Savings Plan. The Company sponsors aetkfiontribution plan covering substantially allpoyees of the Company. Participants
may contribute up to 15% of their annual wagesjestitio certain limitations, as pretax, salary deflecontributions. The Company makes
certain matching and service-related contributionthe plan. The Company's matching and servidate® contributions for the years ended
December 31, 2001, 2000, and 1999, were approxiyn®ie6 million, $4.3 million, and $3.4 million, spectively.

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 yeansp return on the deferred account balance athieito the individual participants. As
December 31, 2001 and 2000, the Company has ratartiability for this obligation of $1.9 millionral $1.4 million, respectively. The
Company's expense for this plan for the years ebdmgmber 31, 2001, 2000, and 1999, was $0.6 mil$#06.5 million, and $0.4 million,
respectively. The plan is unfunded.
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8. Commitments and Contingencies

Operating Leases. The Company leases certain @fidgroduction facilities and other equipment urageerating leases that run through
2011. The leases generally are renewable and mrdeidhe payment of real estate taxes and cestagr occupancy expenses. Future
aggregate minimum lease payments under these agnéefor the years ending December 31 are as feil@a@02--$9.1 million, 2003--$9.1
million, 2004--$7.7 million, 2005-- $6.5 million 0®6--$6.3 million, thereafter--$17.5 million.

Total rent expense for the years ended Decembe(®1l,, 2000, and 1999, was approximately $10.6anijli$7.6 million, and $5.2 million,
respectively.

Service Agreements. The Company has service agrasmith FDC and its subsidiaries for data progegsservices, 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 datagwsiag services agreement with First Data CorporgtFDC") and its subsidiaries. The
new agreement is cancelable only for cause, anidesxjpune 30, 2005. The previous agreement waslglgteto expire December 31, 2001.
Under the new agreement, the Company is chargie@@ fiee plus a variable fee based on usage aadioal costs. The total amount paid
under the service agreements for the years endeenilzer 31, 2001, 2000, and 1999, was approxim@ggyl million, $23.7 million, and
$27.1 million. respectively. The Company beliewssould obtain data processing and related competeices from alternative sources, if
necessary.

Legal Proceedings. From time-timae, the Company is involved in litigation relajito 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.

9. 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 illomshares of the Company's
Common Stock at an exercise price of $12.00 paesifiar a total exercise price of $12.0 million.nrediately following the exercise of the
Warrants, the Company repurchased the 1.0 millames at $47.42 per share (an average of the glpsice for the five-day trading period
ended October 26, 2000) for a total repurchase mi&47.4 million, pursuant to the Company's stagurchase program. As a result, the net
cash outlay paid to AT&T for this transaction wa&5$! 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 Compargsnmon Stock, with an exercise price
of $12.00 per share.

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 $12.00 per shares fotal exercise price of $24.0 million. Immedigt®llowing the exercise of the Warrants,
the Company repurchased the 2.0 million share8A0$ per share (approximates the closing priceéemuary 28, 2001) for a total
repurchase price of $74.0 million, pursuant to@oenpany's stock repurchase program. As a reselfy¢hcash outlay paid to AT&T for this
transaction was $50.0 million, which was paid by @ompany in March 2001 with available corporatelu After this transaction, AT&T no
longer has any warrants or other rights to purcti@se&ompany's Common Stock.
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Stock Repurchase Program. In August 1999, the Coyp8oard of Directors approved a stock repurclpasgram which authorized the
Company to purchase up to a total of 5.0 millioarsk of its Common Stock from time-to-time as miaé&kel business conditions warrant. In
September 2001, the Board of Directors amendegribgram to authorize the Company to purchase aptodal of 10.0 million shares. The
repurchased shares are held as treasury shareshaies repurchased under the program (includimghhres repurchased in conjunction’
the Warrant exercise discussed above) are as ®lmthousands, except per share amounts):

2001 2000 1999 Total
Shares repurchased............cccccceee.. 3,020 1,090 656 4,766
Total amount paid..........ccccceeuuveeee. $109,460 $51,088 $20,242 $180,790
Weighted-average price per share.......... $ 36.25 $46.87 $30.88% 37.94

10. Stock-Based Compensation Plans

Stock Incentive Plans. During 1995, the Companyptsatbthe Incentive Stock Plan (the "1995 Plan™) nehg 514,000 shares of the
Company's Common Stock have been reserved fomissua eligible employees of the Company in thenfof stock options. The 53,250
options outstanding under the 1995 Plan as of Dbee®i, 2001, were fully vested.

During 1996, the Company adopted the 1996 Stocknitinve 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 omtj@tock appreciation rights,
performance unit awards, restricted stock awandstaxk bonus awards. In December 1997, upon sblai@happroval, the number of shares
authorized for issuance under the 1996 Plan waeased to 8,000,000. In May 1999, upon sharehalpleroval, the number of shares
authorized for issuance under the 1996 Plan waeased to 11,000,000. The 5,947,081 options oulisigrunder the 1996 Plan as of
December 31, 2001, vest over four to five yearstaleoptions become fully vested upon a changminirol of the Company.

During 1997, the Company adopted the Stock Optian Br Non-Employee Directors (the "Director Planthereby 200,000 shares of the
Company's Common Stock have been reserved fomisseia non-employee Directors of the Company irfolhe of stock options. In May
2000, upon shareholder approval, the number okshauthorized for issuance under the Director Risincreased to 450,000. The 232,000
options outstanding under the Director Plan at Ddasr 31, 2001, vest annually over two to three gear

During 2001, the Company adopted the 2001 Stocknitive Plan (the "2001 Plan") whereby 750,000 shafé¢he Company's Common St
have been reserved for issuance to eligible empopéthe Company in the form of nonqualified stopkions, stock appreciation rights,
stock bonus awards, restricted stock awards, doymeance unit awards. In January 2002, the Boaldictors approved an increase of
shares reserved for issuance under the 2001 PB36@0,000. Awards and options under the 2001 Rlay be granted to key employees of
the Company or its subsidiaries that are not:f{iters or directors of the Company; (ii) "coverethployees" of the Company for purposes of
Section 162(m) of the Internal Revenue Code; grgérsons subject to

Section 16 of the Securities Exchange Act of 193w 650,079 options outstanding under the 2001 &l&ecember 31, 2001, vest annually
over four years.
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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 sumrohtlye stock options issued under the 1995 Plan1€96 Plan, the Director Plan and the
2001 Plan, and changes during the years endingnilmme31 are as follows:

Year Ended December 31,

2001 2000 1999
Weighted Weighted Weighted
Average Average Average
Shares Exercise Price Shares Exercise Price Shares Exercise Pric e

of year.......... 5,745,113  $26.58 5,604,822 $20.05 6,229,464 $17.23
2,735279  41.73 1,609,900 4156 732,050  33.85
(1,194,328)  16.41 (971,494) 13.64  (795,117) 12.63
(403,654)  32.41 (498,115) 26.73  (560,575) 17.23

Outstanding, end of
year....coeuveenn 6,882,410 $34.02 5,745,113  $26.58 5,604,822  $20.05

Options exercisable at
year end............... 1,426,155  $22.45 1,410,440 $14.99 1,297,072 $12.52

Weighted average fair
value of options
granted during the

Options available for
grant........cceeeeee.. 2,173,265 3,741,890 4,603,675

The following table summarizes information abow @ompany's outstanding stock options as of DeceB8ihe2001:

Options Outstanding Options Exercisable
Weighted Average We ighted Weighted
Range Of Number Remaining Av erage Number Average
Exercise Prices Outstanding Contractual Life Exerc ise Price Exercisable Exercise Price
$0.63 -
$11.06 436,625 4.8 $ 8.29 436,625 $8.29
$11.75 -
$23.44 798,615 6.2 20.22 538,540 19.82
$23.59 -
$29.94 1,311,623 6.9 26.73 51,673 25.83
$30.25 -
$39.81 2,267,847 8.8 35.96 264,392 37.29
$40.13 -
$49.75 1,847,300 8.8 46.27 109,175 46.95
$50.25 -
$62.33 220,400 8.8 55.84 25,750 54.67
$0.63 -
$62.33 6,882,410 7.9 $ 34.02 1,426,155  $22.45

In January 2002, the Company granted 575,000, 3Q7 #hd 31,500 options under the 1996 Plan, 2081, Rhd Director Plan, respectively,
at prices that range from $34.95 to $38.59 peresheith such options vesting over four years, it exception of 24,000 shares which vest
over three years and 7,500 shares that vest imiegdidhese options are not reflected in the aliabtes as they were granted subsequent to
December 31, 2001.

1996 Employee Stock Purchase Plan. During 1996Ctmpany adopted the 1996 Employee Stock PurcHasenereby 500,000 shares of
the Company's Common Stock have been reservedifotsemployees of the Company and its subsididhieugh 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 2001, 2000, and 1999, respectivedy481, 30,120, and 34,352 shares have been pudchader the plan for $1.3 million
($26.31 to $51.23 per share), $1.1 million ($24®%47.65 per share) and $0.9 million ($18.91 t6.88 per share).
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Stock-Based Compensation Plans. At December 31,208 Company had five stock-based compensatamsphs described above. The
Company accounts for these plans in accordanceARt# Opinion No. 25, under which no compensatiopesse has been recognized in
2001, 2000 and 1999.

Had compensation expense for the Company's fivakdiased 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 iecoen share available to common
stockholders for 2001, 2000 and 1999 would apprakénthe pro forma amounts as follows (in thousaexksept per share amounts):

Year Ended December 31,

Net income:
As reported.........cceeevieeiieeiiee e $113,921 $90,469 $59,874
Pro forma.......ccccoeveeiiiiiiieciee e, 101,594 78,664 52,498
Diluted net income per common share:
As reported.........ocooviiiiiiiiiiiieeeeeen 2.08 160 1.10
Pro forma.......cccoocovieiiiiiiiiiiee 1.86 1.39 0.96

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@@@1, 2000, and 1999, respectively: risk- freenmst rates of 4.8%, 6.3%, and 5.0%;
dividend yield of zero percent for all years; expédives of 5.3 years, 4.0 years, and 4.1 yeavalatility of 50.0%, 50.0% and 40.0%.

11. Unaudited Quarterly Financial Data

Qu arter Ended
March 31 June 3 0 September 30 December 31
(in thousands, except per share amounts)
2001:
Total revenues.................. $114,099 $120,0 86 $124,379 $118,344
Gross margin (exclusive of
depreciation).................. 72,305 76,1 31 79,534 72,923
Operating income................ 43,804 45,9 36 46,571 45,664
Income before income taxes...... 43,650 46,0 06 47,248 46,538
Income tax provision............ (16,584) (17,4 79) (17,618) (17,840)
Net income available to common
stockholders................... 27,066 28,5 27 29,630 28,698

Net income available to common
stockholders per share:

BasiC.....ccccvvvveiieneiennnn. 052 0. 54 0.56 0.54

Diluted.........cccevvvennnn. 0.49 0. 52 0.54 0.53
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

BasiC.....ccccvvvveiiiiiiennnn. 0.39 0. 42 0.45 0.47
Diluted..........cccveeennes 0.36 0. 39 0.41 0.44
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12. Subsequent Event--Business Acquisition

Description of Business. On December 21, 2001Cit@pany reached an agreement to acquire the béliigcustomer care assets of Lucent
Technologies Inc. ("Lucent"). Lucent's billing acdlstomer care business consists primarily of:dfifvgare products and related consulting
services acquired by Lucent when it purchased K&yatems Corporation in 1999; (ii) BILLDATS Data Mayer mediation software; (iii)
software and related technologies developed by hitecBell Laboratories; and (iv) elements of Luterales and marketing organization
(collectively, the "Kenan Business"). On Februa8y 2002, the Company completed the acquisition'{eman Acquisition").

The Kenan Business is a global provider of convatrféling and customer care software and servibasenable communications service
providers to bill their customers for a wide vayief existing and next-generation services, inalgdinobile, Internet, wireline telephony,
cable, satellite, and energy and utilities, allaosingle invoice. The software supports multipleglaages and currencies. The Kenan Business
primary product offerings include: (i) Arbor/BP ¢are convergent billing platform); (ii) Arbor/OM rfaorder management platform); and (iii)
BILLDATS Data Manager (a billing mediation softwgseoduct). Historically, a significant portion ofeidan Business revenues have been
generated outside the United States.

As a result of the Kenan Acquisition, the Compaay:HKi) added proven products to the Company'symtogliite; (ii) added international
infrastructure in Europe, Asia Pacific and Latin émea,; (iii) diversified its customer base by adfover 230 customers in more than 40
countries; (iv) diversified its product offerings ¢ncompass all segments of the communicationsatankluding Internet Protocol, mobile,
wireline telephony, cable, and satellite; (v) acgdisolid relationships with leading systems irdans worldwide; and (vi) gained the
opportunity to leverage the Company's softwaretsmia into the Kenan Business' diverse customes.dasconnection with the Kenan
Acquisition, the Company has reorganized its bissineto two segments: the Global Software Seniiiession and the Broadband Services
Division.

The results of Kenan Business' operations willfeduided in the Company's consolidated financidkstents from March 1, 2002 forward.

Acquisition Price. At closing on February 28, 200% aggregate purchase price was approximatelg 8@2ion in cash, which may be
adjusted based upon the results of an audit dkéman Business' net assets as of closing, plusast transaction costs of approximately $5
million. Based on preliminary estimates of the ufited net assets acquired, the Company is currestlynating the purchase price premium
to be in the range of $225 million to $250 millidthe Company is in the process of obtaining thimdypvaluations of certain intangible
assets, thus the allocation of the purchase misabject to refinement. Based on preliminary vdnareports from the third parties, the
Company expects the purchase price premium tolbeastd as follows: (i) acquired software--20% 294, (ii) acquired contract2% to 3%
(iii) purchased in-process research and developassdts to be charged to expense at the date wbaic--8% to 9%; and (iv) goodwill--
66% to 70%.

Credit Facilities. On February 28, 2002, CSG Systdnt., a wholly-owned subsidiary of the Compasigsed on a $400 million senior
secured credit facility (the "Senior Facility") Wit syndicate of banks, financial institutions atiter entities. The proceeds of the Senior
Facility will be used: (i) to fund the Kenan Acqftiisn; (ii) pay related fees and expenses;

(iii) refinance existing indebtedness; and (iv)\pde financing for general corporate purposes. $erior Facility consists of a $100 million,
five-year revolving credit facility (the "Revolvgr'a $125 million, five-year Tranche A Term Loandaa $175 million, six-year Tranche B
Term Loan. Upon closing of the Kenan Acquisitidre entire amounts of the Tranche A Term Loan amahdhre B Term Loan were drawn
down. The Senior Facility is guaranteed by the Camypand each of the Company's direct and indirectestic subsidiaries.
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The interest rates for the Senior Facility are elnost the option of the Company and are basedbasarate or LIBOR rate, plus an applic
margin. The base rate represents the higher dfaatng prime rate for domestic commercial loand a floating rate equal to 50 basis points
in excess of the Federal Funds Effective Rate.apipdicable margins for the Tranche B Loan is 1.50f#ase rate loans and 2.75% for
LIBOR loans. As of February 28, 2002, the applieailargins for the Revolver and the Tranche A Loanewl.25% for base rate loans and
2.50% for LIBOR loans. After September 30, 2002, déipplicable margins for the Revolver and the Thank Loan will be dependent upon
the Company's leverage ratio and will range fronb% to 1.50% for base rate loans and 2.00% to 2f85%BOR loans. As of February Z
2002, the base rate was 4.75%, and the LIBOR raguw87% for one-month and 1.90% for 3-month LIB&Rtracts. The Company pays a
commitment fee equal to 0.50% per annum on theageedaily unused portion of the Revolver, whicle i&ter September 30, 2002 is sub

to reduction to 0.375% once the Company achiewestain leverage ratio.

The Senior Facility is collateralized by substdhtiall of the Company's domestic tangible and mgfiale assets and the stock of the
Company's domestic subsidiaries. The Senior Facéijuires maintenance of certain financial ratiosluding: (i) a leverage ratio; (ii) an
interest coverage ratio; and (iii) a fixed chargeerage ratio. The Senior Facility contains otlestnictive covenants, including: (i) restrictic
on additional indebtedness; (ii) cash dividends @thér payments related to the Company's capitaksend (iii) capital expenditures and
investments. The Senior Facility also requires @a6 Systems, Inc. assets and liabilities remagarsge from the assets and liabilities of the
remainder of the Company's consolidated operatioohjding the maintenance of separate deposiémel bank accounts.

The original combined scheduled maturities of th@nthe A Loan and the Tranche B Loan are: 2002-4$dfilion; 2003--$20.5 million;
2004--$25.2 million; 2005--$31.4 million; 2006--$83illion; 2007--$132.9 million; and 2008--$41.8llion. The Senior Facility has no
prepayment penalties and requires mandatory pregatgnif certain events occur, including: (i) théesar issuance of the Company's comr
stock; (ii) the incurrence of certain indebtednéii3;the sale of assets except in the ordinanyree of business; (iv) the termination of
material processing services contracts; and

(v) the achievement of a certain level of excesh ¢lows (as defined in the Senior Facility).

In conjunction with the Senior Facility, the Compancurred financing costs totaling approximatetyd$nillion, which will be amortized to
interest expense over the related term of the $&w@iaility.
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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 Annuatikig of Stockholders, from which information redjag directors is incorporated
herein by reference. Information regarding the Canys executive officers will be omitted from symioxy statement and is furnished in a
separate item captioned "Executive Officers ofRlegistrant” included in Part | of this Form 10-K.

Item 11. Executive Compensation

See the Proxy Statement for the Company's Annuatikig of Stockholders, from which information irsp@nse to this Item is incorporated
herein by reference.

Item 12. Security Ownership of Certain Beneficial vners and Management

See the Proxy Statement for the Company's Annuatikig of Stockholders, from which information irsp@nse to this Item is incorporated
herein by reference.

Item 13. Certain Relationships and Related Transa@ns

See the Proxy Statement for the Company's Annuatikig of Stockholders, from which information irsp@nse to this Item is incorporated
herein by reference.

PART IV
Item 14. Exhibits, Financial Statement Schedules @Reports on Form 8-K
(a) Financial Statements, Financial Statement Sdhsdand Exhibits:
(1) Financial Statements
The financial statements filed as part of this repoe listed on the Index to Consolidated Findrsiatements on page 32.
(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 56

The Exhibits include management contracts, compgensplans and arrangements required to be fileekagits to the Form 10-K by Item
601(20)(iii) of Regulation S-K.

(b) Reports on Form 8-K

Form 8-K dated December 22, 2001, under Item 5eCHvents, was filed with the Securities and Exgle@a@ommission which included a
press release dated December 22, 2001. The ptease@nnounced the Company had reached an agteeraequire the billing and
customer care assets of Lucent Technologies.
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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.

/sl Neal C. Hansen
By:
Neal C. Hansen
Chi ef Executive O ficer
(Principal Executive Oficer)
Date: March 29, 2002

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 datéisdted.

Signature Ti tle Date
/sl Neal C. Hansen Chairman of the Board of  March 29, 2002
Directors a nd Chief
Neal C. Hansen Executive O fficer
(Principal Executive
Officer)
/sl John P. Pogge President, C hief Operating March 29, 2002
Officer and Director
John P. Pogge
/sl Peter E. Kalan Vice Preside nt and Chief  March 29, 2002
Financial O fficer
Peter E. Kalan (Principal Financial
Officer)
/sl Randy R. Wiese Vice Preside nt and March 29, 2002
Controller (Principal
Randy R. Wiese Accounting Officer)
/sl George F. Haddix Director March 29, 2002
George F. Haddix
/sl Royce J. Holland Director March 29, 2002
Royce J. Holland
/sl Janice |. Obuchowski Director March 29, 2002
Janice |. Obuchowski
/sl Bernard W. Reznicek Director March 29, 2002
Bernard W. Reznicek
/s/ Donald V. Smith Director March 29, 2002
Donald V. Smith
/sl Frank V. Sica Director March 29, 2002

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
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EXHIBIT 2.19P

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

FIFTY SIXTH AMENDMENT
TO

RESTATED AND AMENDED

CSG MASTER SUBSCRIBER MANAGEMENT SYSTEM AGREEMENT
BETWEEN
CSG SYSTEMS, INC.
AND
AT&T BROADBAND MANAGEMENT CORPORATION

This 56th Amendment (the "Amendment") is effectageof the 30/th/ day of September, 2001, and isenbgcand between CSG Systems,
Inc., a Delaware corporation ("CSG"), and AT&T Bdband Management Corporation (f/k/a TCI Cable Managnt 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 bypthdies, any subsequent reference to the Agreeetween the parties shall mean the
Agreement as amended by this Amendment. Excephaaded by this Amendment, the terms and condisetn$orth in the Agreement shall
continue in full force and effect according to thterms.

The parties hereto agree as follows:

1. This Amendment voids the Fifty-Fourth Amendmienthis Agreement in its entirety as of the effeetilate of such Amendment thereby
eliminating any effect of the 54/th/ Amendment bis tAgreement. Notwithstanding the foregoing, C®@&as to adjust the charges on any
previous invoices issued to Customer pursuantdd-tfty-Fourth Amendment in accordance with thenges to the fees set forth in this
Amendment. Such adjustment will be reflected onDkeember 2001 invoice issued by CSG to Customer.

2. As of the date of execution of this Amendments®@mer receives CSG's CSG Ticket Express(TM) sepirsuant to the Fourteenth
Amendment to the Agreement dated March 31, 1999"@ourteenth Amendment"). Customer no longer degw receive CSG's CSG Ticket
Express(TM) service. Therefore, effective as oftSeyper 1, 2001, the Fourteenth Amendment shakeinhated in its entirety and have no
further force or effect, except for Paragraph Swth Amendment. Notwithstanding the foregoing, Guelr shall still be responsible for
paying CSG all of the fees due in relation to therfeenth Amendment for all months prior to itsrigration.

3. Customer desires to receive CSG Care Expressfiejefore, for the term of the license as sehfortParagraph 4 and subject to payment
of the fees set forth in Paragraph 6, CSG granstduer, and Customer hereby accepts from CSG, ®xaduasive and non-transferable
license to use the software constituting CSG Caprdss(R) (the "Term License") in object code famty, and only for Customer's own
internal purposes and business operations witlSémeices for providing accounting and billing sees to its subscribers. The Term License
is limited to the number of One Time Registeredrdggocured by Customer pursuant to Paragraph 6(lstomer agrees that it shall not: (i)
reverse engineer, decompile or disassemble arheoférm License; (ii) sell, lease or sublicense@fthe Term License; (iii) publish any
results of benchmark tests on the Term License;

(iv) create, write or develop any derivative

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES OF
THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL DIST RIBUTION WITHIN OR OUTSIDE
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of the Term License; (v) use the Term License tvigle any service to or on behalf of any third igartn a service bureau capacity; (vi)
permit any other person to use the Term Licensethén on a time-sharing, remote job entry or otheltiple user arrangement; and (vii)
install the Term License, or any update or enhaecgthereto, on a network or other multi- user cotapsystem unless CSG specifically
authorizes it in writing. Nothing in this Agreemesitall entitle Customer to receive the source aidee Term License in whole or in part.

4. The Term License granted in Paragraph 3 abaoukthee terms related to the CSG Operations anditiecManagement Services, shall be
effective for a term commencing on September 1120 shall terminate on December 31, 2003. Nostatiding the foregoing, Customer
shall, upon ninety (90) days written notice, hawe tight to terminate the Term License and any @®®@rations and Facilities Management
Services related to the Term License, provided Guettomer has paid to CSG at least $*** in the Teioense, Registered User Maintena
CSG Operations, Facilities Management ServicesNomdRegistered User fees. Upon notice of termimatif the Term License, and during
such ninety (90) day period prior to terminatiortité License Term, CSG will provide Customer, saije the payment of any unpaid fees
accrued in accordance with Paragraph 6 of this Atmemt, a data file of CSG Care Express(R) datalwhitl include statement data, sail
id, login id and password, and any other da7tafmrimation retained by CSG Care Express(R). Fumbee, CSG will retain any data or
information and make that data or information aala# to Customer for a period of thirty (30) dafterstermination of the Term License and
any support, maintenance and/or facility managersenices related thereto. Should Customer deSB& will also provide Customer with a
data file of customer data contained within CCSy &arvices provided by CSG under this Paragragia#f ke performed in pursuant to and
in accordance with a mutually agreeable Statemfevitark. In neither case shall these one-time de¢al$ be construed as an interface. Such
data files will not be provided by CSG for any posp other than to help Customer transition to awety based application with similar
functionality as CSG's Care Express(R).

5. Although the duration of the Term License adath in Paragraph 4 of this Amendment is différgom the term of the Agreement as set
forth in

Section 15 of the Agreement, the rest of the teantsconditions of the Agreement, including, butlivatted to, Section 17(d), shall apply
with respect to CSG Care Express(R), but only dutive duration of the Term License.

6. Schedule D of the Agreement shall be amendétttode the following fees for the CSG Care ExpfR3s

(a) Installation Services (per request)

. Electronic Bill Presentment (EBP) Quote

. SelfCare Quote All installation services and the asgedifees shall be set forth in a mutually agrgezhiStatement of Work. Reimburse
Expenses are additional.

(b) Fees for EBP and Self-Care:

. One Time Registered User License Fee (($***) iegiistered user) $(***)

- Term License Fee through December 31, 2003

- Capacity for up to (***) registered users

- Customer shall pay CSG the $(***) license fed@ows:

. $(***) due on April 15, 2002 Note: In the eveliat Customer exceeds (***) registered users, Cust@hall be required to license additic
registered user capacity in incremental blockst) fegistered users at $(***) per each registeneser, prorated for the remaining term of
Term License. Such proration of the license feetdUgSG shall be calculated based upon the protatedperiod from the date the additio
licenses are granted to Customer to December 3B. Fbr example, if Customer licensed additiongistered user capacity of (***)
registered users on November 1, 2002, the licezesevbuld be $(***) per registered user or a tofeb@**). Such additional licenses shall be
granted to Customer via a duly executed amendmehetAgreement.

. Monthly Registered User Maintenance Fee (pestegd user) $(***)
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. Monthly CSG Operations Fee (per registered user) * $(***)
. Monthly Facilities Management Services Fees**:
- Registered User Management Fee (per registered user) $(***)
- Statement Storage Fee (per statement stored) $(**)
. Non-Registered User Fee (per non-registered user transaction)  $(***)

. Online Bill Payment (per transaction)

Note: CSG's credit card processing services amgnatifor online bill payment. The accepted tratisacfee for such services are set fortl
Schedule D, Section 15 of the Agreement. *Notetudiog operations of interconnected systems forcWlESG maintains in relation to the
CSG Care Express(R) application. **Note: Custoresiies, and CSG agrees, to host CSG Care Exprems@Rrovide facilities
management services to Customer through the lidenseset forth in Paragraph 4 of this Amendmenst@mer, however, shall have the
option to host, at Customer's location, the ses/mevided by CSG under the Facilities Managementi€es fees set forth in 4/th/ bullet
point) of 3(b) above. In the event that Customesirds to host the services provided by CSG undbf dillet point of 3(b) above, Customer
shall provide CSG with at least 90 days prior werithotice that CSG is to cease to provide suchcemwo Customer. In such event, the
Monthly Facilities Management Services Fee shathiieate upon Customer's assumption of the hostifumcAny associated transition
requirements and costs will be set forth in a miyiexecuted Statement of Work.

(c) Monthly Fee Minimum Commencing the month in eththis Amendment is executed, Customer shall §goresible for paying CSG a
monthly minimum fee in relation to the Register Uskintenance Fee, CSG Operations Fee, Facilitiasadgement Services Fees, and Non-
Registered User Fee set forth above. The monthiynmim fee shall be paid in accordance with theofeihg schedule:

Time Period Monthly Minimum Total
September 2001 - March 2002 $() $ )
April 2002 - June 2002 $(+) $ ()
July 2002 - December 2002 $(+) $ )
January 2003 - June 2003 () $ E***)
July 2003 - November 2003 $(+) $ )
December 2003 () $ E***)
Total payment as of December 2003 $(r*) $ i***)

Notwithstanding the foregoing, the monthly minimémes shall only be due to CSG until Customer ha gaCSG at least $(***) ir
Registered User Maintenance, CSG Operations, BasiVlanagement Services, and Non- Registeredfdssr Thereafter, the monthly
minimum fee shall no longer be applicable.

(b) Web Page Maintenance & Programming Servicesg@eson, per hour) Quote The hourly rate used bbeaCustomer's then current rate
for Technical Services (minimum of 1 hour)

(e) Custom Development Quote All custom developnsentices and the associated fees shall be shtifoat mutually agreed upon Staten
of Work. Reimbursable Expenses are additional. Adwely rate used shall be Customer's then curegatfor Technical Services.
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Note: In the event that Customer desires or isireduo produce a physical statement, then, intamdio the fees set forth above, Custol
shall be responsible for paying the CCS Print ara Bervices Fees as set forth in Schedule D, @eéti

7. During term set forth in Paragraph 4 of this Awh@ent, the CSG Care Express(R) application wikg@lable *********** narcent

((***)%) of the time, on a monthly basis, excludidgwntime for maintenance for up to **** (***) hogrper week to occur during CSG's
published scheduled downtime for CSG Care Exprgs&tRhe event CSG's scheduled downtime for maantee is expected to exceed ****
(***) hours in a particular week, CSG shall provi@eistomer with ******xx (*x*) dgys prior notice. However, in no event shall the monthly
average of downtime exceed *** (***) hours per wedélor purposes of this Paragraph 7, downtime doesnlude network capabilities
beyond the CSG point of demarcation including,rmttlimited to, telephone lines, individual termimeacontrollers or modems not located on
CSG's property. CSG shall use commercially readerefforts to provide Customer with a minimum of****) weeks advance notice to
Customer for downtime for system maintenance. Cisl provide written reports on a monthly basisi¢gating CSG's performance with
regard to these standards.

If CSG fails to meet the performance standard$ostt above ("Failed Standard"), Customer shalvjate CSG with written notice (the
"Notice") within *** (***) days of the date of thanonthly report that describes with specificity treure of the Failed Standard. If the noti
Failed Standard persists for a second month, thestoBher shall be entitled to the exclusive remedyafFailed Standard prescribed below in
this Paragraph 7, which the parties agree shalbbstrued to be liquidated damages and not a pefralt clarification purposes, once a
Failed Standard is cured by CSG, by meeting th&{*availability requirement for the month immedibt following the Failed Standard,
any subsequent notice provided by Customer witheetsto failure to meet the (***)% availability stdard shall be considered a new and
separate Failed Standard for purposes of calcgl&@imstomer's remedies below.

(a) If CSG cures the noticed Failed Standard byeaaig a (***)% availability for the month in whicl®SG receives the Notice, there shall
be any credit owed to the Customer.

(b) If CSG fails to cure the Failed Standard far thonth in which it receives the Notice, then Costoshall receive a credit equal to the T
Monthly Fees paid or payable by Customer to CSGHemrevious month in which the Failed Standauoed multiplied by the product of
(i) (***)% minus the service level percentage fbat month in which the Failed Standard occurrediplidd by (ii) the multiple ***** (***),

(c) For purposes of this Paragraph 7, the "Totahtflly Fees" shall include the greater of monthlgsfeaid by Customer to CSG in
accordance with either Section B or Section C dfeSlale D of the Agreement, as amended by Paragraplthis Amendment.

(d) The remedy formula set forth in Paragraph agmve will continue to be applied for each consgeunonth in which a Failed Standard
occurs until the (***)% performance standard is iagachieved in a subsequent month.

(e) Notwithstanding the above, in no event shallelit for a Failed Standard exceed the Total Mgritees paid by Customer to CSG for the
previous month in which the Failed Standard occlrre

CSG SYSTEMS, INC. ("CSG') AT&T BROADBAND MANAGEMENT
CORPORATI ON (" CUSTOVER")

By: /sl Peter E. Kal an By: /sl Joe W Bagan

Name:  Peter E Kalan Name: Joe W Bagan

Title o0 Title: sw&ao

CONFIDENTIAL AND PROPRIETARY INFORMATION - FOR USE BY AUTHORIZED EMPLOYEES OF
THE PARTIES HERETO ONLY AND IS NOT FOR GENERAL DIST RIBUTION WITHIN OR OUTSIDE
THEIR RESPECTIVE COMPANIES

4



Exhibit 10.15

CSG SYSTEMS INTERNATIONAL, INC.

INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement") is reaahd entered into as of the day of , by and between
CSG SYSTEMS INTERNATIONAL, INC., a Delaware corptioa, and its wholly-owned subsidiary, CSG SYSTEN’N{: (such two
corporations being collectively referred to herainthe "Company"), and ("Inderati

RECITALS:

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

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

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

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

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

1. Indemnification.

(a) Indemnification of Expenses. The Company shdikmnify Indemnitee to the fullest extent pernttey law if Indemnitee was or is or
becomes a party to or witness or other participgnir is threatened to be made a party to or w#rar other participant in, any threatened,
pending, or completed action, suit, proceedin@lt@rnative dispute resolution mechanism, or ararihg, inquiry, or investigation that
Indemnitee in good faith believes might lead toittsitution of any such action, suit, proceediogalternative dispute resolutit



mechanism, whether civil, criminal, administratiie/estigative, or other (hereinafter a "Claim") t@ason of (or arising in part out of) any
event or occurrence related to the fact that Inderaiis or was a director, officer, employee, agenfiduciary of the Company, or any
subsidiary of the Company, or is or was servinthatrequest of the Company as a director, offieemployee, agent, or fiduciary of another
corporation, partnership, joint venture, trustptver enterprise, or by reason of any action octioa on the part of Indemnitee while serving
in such capacity (hereinafter as "Indemnifiable iV)eagainst any and all expenses (including atgshfees and all other costs, expenses
obligations incurred in connection with investigati defending, being a witness in or participatm¢ncluding on appeal), or preparing to
defend, be a witness in, or participate in, anyhsaation, suit, proceeding, alternative disputelg®n mechanism, hearing, inquiry, or
investigation), judgments, fines, penalties and am® paid in settlement (if such settlement is aped in advance by the Company, which
approval shall not be unreasonably withheld) ohsQtaim and any federal, state, local, or foremxes imposed on Indemnitee as a result of
the actual or deemed receipt of any payments uhdeAgreement (collectively, hereinafter "Expen¥gscluding all interest, assessments,
and other charges paid or payable in connectiolm eviin respect of such Expenses. Such paymemtpérises shall be made by the Comg
as soon as practicable but in any event no latar five days after written demand by Indemniteeefog is presented to the Company.

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

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



including the legal or factual bases therefor, tiedCompany hereby consents to service of procebtosappear in any such proceeding. Any
determination by the Reviewing Party otherwise [db@lconclusive and binding on the Company andrimdtee.

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

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

2. Expenses; Indemnification Procedure.

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

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

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

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

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

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

3. Additional Indemnification Rights; Nonexclusiyit

(a) Scope. The Company hereby agrees to indemmigrhnitee to the fullest extent permitted by laatwithstanding that such
indemnification is not specifically authorized Ihetother provisions of this Agreement, the Compa@ygrtificate of Incorporation, the
Company's Bylaws, or by statute. In the event gf@range after the date of this Agreement in ampliegble law, statute, or rule which
expands the right of a Delaware corporation toimaiéy a member of its Board of Directors or an odfi, employee, agent, or fiduciary, it is
the intent of the parties hereto that Indemnitesdl &mjoy by this Agreement the greater benefitsrded by such change. In the event of any
change in any applicable law, statute, or rule Wwimarrows the right of a Delaware corporation teimnify a member of its Board of
Directors or an officer, employee, agent, or fidwgj such change, to the extent not otherwise reduiy
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such law, statute, or rule to be applied to thise®gnent, shall have no effect on this Agreemetth@iparties' rights and obligations hereur
except as set forth in Section 8(a) hereof.

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

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

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

of the amounts otherwise indemnifiable hereunder.

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

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

7. Liability Insurance. To the extent the Compargimtains liability insurance applicable to direstoofficers, employees, agents, or
fiduciaries, Indemnitee shall be covered by suditigs in such a manner as to provide Indemniteesme rights and benefits as are
accorded to the most favorably insured of the Camgadirectors, if Indemnitee is a director; otlud Company's officers, if Indemnitee is
not a director of the Company but is an officerpbthe Company's key employees, agents, or fidiesiaif Indemnitee is not an officer or
director but is a key employee, agent, or fiduciary

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

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



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

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

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

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

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

10. Construction of Certain Phrases.

(a) For purposes of this Agreement, referenceBed€ompany" shall include, in addition to the teag corporation, any constituent
corporation (including any constituent of a consiit) absorbed in a consolidation or merger whfdts separate existence had continued,
would have had power and authority to indemnifyditectors, officers, employees, agents, or fidies so that if Indemnitee is or was a
director, officer, employee, agent, or fiduciarysoich constituent corporation, or is or was sereénthe request of such constituent
corporation as a director, officer, employee, agenfiduciary of another corporation, partnershgint venture, employee benefit plan, trust,
or other enterprise, Indemnitee shall stand irsirae position under the provisions of this Agreemgih respect to the resulting or survivi
corporation as Indemnitee would have stood witpe&esto such constituent corporation if its sepmaeatistence had continued.

(b) For purposes of this Agreement, referencestioet enterprises” shall include employee bendditg references to “fines" shall include
any excise taxes assessed on Indemnitee with ttetsp@e employee benefit plan; and referencesdovlisg at the request of

6



the Company" shall include any service as a direofficer, employee, agent, or fiduciary of then@many which imposes duties on, or
involves services by, such director, officer, enypk®, agent, or fiduciary with respect to an empolyenefit plan, its participants or its
beneficiaries; and if Indemnitee acted in goochfaihd in a manner Indemnitee reasonably believéé ia the interests of the participants
beneficiaries of an employee benefit plan, thereinditee shall be deemed to have acted in a manoeopposed to the best interests of the
Company" as referred to in this Agreement.

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

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

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

7



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

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

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

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

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

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

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

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

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

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

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

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



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

CSG SYSTEMS INTERNATIONAL, INC., a
Delaware corporation

By: Chairm#medBoard and Chief Executive Officer Address: 77 &ast Belleview Avenue
Suite 1000 Englewood, CO 80111

CSG SYSTEMS, INC., a Delaware corporation

By: Chairm#medBoard and Chief Executive Officer Address: 77 &ast Belleview Avenue
Suite 1000 Englewood, CO 80111

AGREED TO AND ACCEPTED BY:

INDEMNITEE

(Signature)

(Typed or Printed Name)

(Address)
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Exhibit 10.50
[As amended through January 17, 2002]

CSG SYSTEMS INTERNATIONAL, INC.
2001 STOCK INCENTIVE PLAN

1. Purpose. The purpose of the CSG Systems Inienaatinc. 2001 Stock Incentive Plan (the "Plais")o foster and promote the long-term
financial success of the Company and its Subsafiaand thereby increase stockholder value by prayidcentives to certain key employees
who are likely to be responsible for achieving ssuabcess.

2. Certain Definitions.
"Board" means the Board of Directors of the Company

"Code" means the Internal Revenue Code of 198&nended from time to time, or any successor theRsterences to a particular sectiol
the Code shall include any regulations issued usdeh section.

"Committee" shall have the meaning provided in ®ecB of the Plan.
"Common Stock" means the Common Stock, $0.01 paevzer share, of the Company.
"Company" means CSG Systems International, InDglaware corporation.

"Disability" means a mental or physical conditiohigh, in the opinion of the Committee, rendersangge unable or incompetent to carry out
the job responsibilities which such grantee helthertasks to which such grantee was assignee aintle the disability was incurred and
which is expected to be permanent or for an indefisuration exceeding one year.

"Exchange Act" means the Securities Exchange A&B8#, as amended from time to time.

"Fair Market Value" means, as determined by the @dtee, the last sale price of the Common Stoofuated on the Nasdaqg National
Market System on the trading day for which the debeation is being made, or, in the event thatuthssale takes place on such day, the
average of the reported closing bid and asked poesuch day, or, if the Common Stock of the Campa listed on a national securities
exchange, the last reported sale price on theipehnational securities exchange on which the Com®tock is listed or admitted to trading
on the trading day for which the determinationégly made, or, if no such reported sale takes mlacguch day, the average of the closing
and asked prices on such day on the principal matgecurities exchange on which the Common Stwtkted or admitted to trading, or, if
the Common Stock is not quoted on such Nationakkta®ystem nor listed or admitted to trading oraomal securities exchange, the
average of the closing bid and asked prices iro#ee-the-counter market on the day for which theegheination is being made as reported
through Nasdag, or, if bid and asked prices forGbenmon Stock on such day are not reported thrdlagdaq, the average of the bid and
asked prices for such day as furnished by any Nerk Btock Exchange member firm regularly makingarkat in the Common Stock
selected for suc



purpose by the Committee, or, if none of the fonegads applicable, then the fair market value & @ommon Stock as determined in good
faith by the Committee in its sole discretion.

"Parent Corporation" means any corporation (othenthe Company) in an unbroken chain of corpanatending with the Company if, at-
time of the granting of the option, each of thepawations other than the Company owns stock pasgeS8% or more of the total combined
voting power of all classes of stock in one of difeer corporations in such chain.

"Performance Unit Award" means an award grantedyant to Section 8.

"Plan Year" means the twelve-month period beginminganuary 1 and ending on December 31; provitiatithe first Plan Year shall be a
short Plan Year beginning on the date of adoptidh@Plan by the Board and ending on Decembe2@Q].

"Restricted Stock Award" means an award of CommiockSgranted pursuant to Section 9.
"Rule 16b-3" means Rule 16b-3 under the Exchandeasadn effect from time to time.
"Stock Appreciation Right" means an award grantedyant to Section 7.

"Stock Bonus Award" means an award of Common Sgpekted pursuant to
Section 10.

"Stock Option" means any option to purchase ComB8tock granted pursuant to Section 6.

"Subsidiary" means a corporation, domestic or fpredf which not less than 50% of the voting shamesheld by the Company or by a
Subsidiary, whether or not such corporation novstsxdr hereafter is organized or acquired by th@@my or by a Subsidiary.

3. Administration. The Plan shall be administergdaltommittee composed solely of two or more membéthe Board (the "Committee™)
selected by the Board, each of whom shall quakfa &Non-Employee Director” within the meaning afl®16b-3 and as an "outside
director" within the meaning of Section 162(m) lo¢ tCode.

The Committee shall have authority to grant toielegemployees of the Company or its Subsidiapessuant to the terms of the Plan, (a)
Stock Options, (b) Stock Appreciation Rights, (€sRicted Stock Awards, (d) Performance Unit Awafdy Stock Bonus Awards, or (f) any
combination of the foregoing.

Subject to the applicable provisions of the Plae,Eommittee shall have authority to interpretghavisions of the Plan and to decide all
guestions of fact arising in the application oftspcovisions; to select the key employees to wharards or options shall be granted under
the Plan; to determine whether and to what extenatds or options shall be granted under the Ptadetermine the types of awards and
options to be granted under the Plan and the amsizet terms, and conditions of each such awagption; to determine the time when
awards or options shall be granted under the Rtagletermine whether, to what extent, and undett wiheumstances the payment of
Common Stock and other amounts payable with respest



award granted under the Plan shall be deferredredtitomatically or at the election of the grantealetermine the Fair Market Value of the

Common Stock from time to time; to authorize pesstinexecute on behalf of the Company any agreerequoired to be entered into under

the Plan; to adopt, alter, and repeal such adméiige rules, guidelines, and practices governireggRlan as the Committee from time to time
shall deem advisable; and to make all other detetinins necessary or advisable for the administradf the Plan.

Unless otherwise expressly provided in the Plddedisions and determinations made by the Comenfitesuant to the provisions of the
Plan shall be made in the sole discretion of the@dtee and shall be final and binding on all passdncluding but not limited to the
Company and its Subsidiaries, the key employeagtum awards and options are granted under the Plameirs and legal representative
such key employees, and the personal represerganadbeneficiaries of the estates of such key @yepk.

The Committee may delegate to any officer or ofcaf the Company any of the Committee's dutieggrs, and authorities under the Plan
upon such conditions and with such limitationshes€@ommittee may determine.

4. Common Stock Subject to the Plan. Subject tosajent pursuant to Section 19, the maximum nurobghares of Common Stock which
may be issued under the Plan is 2,500,000; an@dhngpany shall reserve and keep available for issuander the Plan such maximum
number of shares, subject to adjustment pursua®éttion 19. Such shares may consist in whole paihof authorized and unissued shares
or treasury shares or any combination thereof.aggregate number of shares of Common Stock sulgjectissuable in payment of (i) Stock
Options, (ii) Stock Appreciation Rights, (iii) StoBonus Awards,

(iv) Restricted Stock Awards, or (v) PerformancatWwards granted under the Plan in any Plan Yeanly individual may not exceed
100,000, subject to adjustment pursuant to Sedforicxcept as otherwise provided in the Plan, &ayes subject to an option or right which
expires for any reason or terminates unexerciséd sisch shares shall again be available for thatgrf awards or options under the Plan. If
any shares of Common Stock have been pledged lasecal for indebtedness incurred by an optionemimection with the exercise of a
Stock Option and such shares are returned to thg@&oy in satisfaction of such indebtedness, theh shares shall again be available for
grant of awards or options under the Plan.

5. Eligibility to Receive Awards and Options. Awardnd options may be granted under the Plan te tkegs employees of the Company or
any Subsidiary who are responsible for or contghint or are likely to be responsible for or cdnite to, the management, growth and
success of the Company or any Subsidiary; provitted,no award or option may be granted under the #® (i) any person who is an officer
or director of the Company,

(if) any person who is a "covered employee" of@mmpany for purposes of

Section 162(m) of the Code, or (iii) any person vidisubject to Section 16 of the Exchange Act agoa of such person's position with the
Company or any Subsidiary, in each case at the dintige granting of the award or option. The gnagtdf an award or option under the Plan
to a key employee of the Company or any Subsidibafl conclusively evidence the Committee's deteativon that such grantee meets on
more of the criteria referred to in the precediagtence. A director of any Subsidiary who is noeerployee of the Company or any
Subsidiary shall not be eligible to participatehe Plan.



6. Stock Options. Every Stock Option granted urtderPlan shall be a nonqualified stock option farppses of the Code. Stock Options may
be granted alone or in addition to other awardsemadier the Plan. Stock Options shall be evidebgeahreements in such form as the
Committee shall approve from time to time. The agrents shall contain in substance the followinmgeand conditions and may contain
such additional terms and conditions, not incoesistvith the terms of the Plan, as the Committedl sleem appropriate:

(a) Type of Option. Each option agreement shalttifiethe Stock Option represented thereby as ajnalified stock option for purposes of
the Code.

(b) Option Price and Number of Shares. Each omigmeement shall set forth the number of sharesafrGon Stock covered by the Stock
Option and the applicable option exercise priceshare, which price shall not be less than the Market Value of the Common Stock on
date the Stock Option is granted or less than ghev@lue of the Common Stock.

(c) Term. Each option agreement shall state thieg@r periods of time within which the Stock Optimay be exercised, in whole or in part,
which shall be such period or periods of time asG@ommittee may determine at the time of the S@pkon grant; provided, that no Stock
Option granted under the Plan shall be exercisable than ten years after the date of its gramt;paavided further, that each Stock Option
granted under the Plan shall become exercisablgemeafter the date of its grant, unless the apgigreement specifically provides
otherwise. The Committee shall have authority tweserate previously established exercise rightsjestito the requirements set forth in the
Plan, under such circumstances and upon such terthsonditions as the Committee shall deem aptapri

(d) Payment for Shares. The Committee may pertnitrgdart of the payment of the option exercise@tio be made (i) in cash, by check or
by wire transfer or (ii) in shares of Common St@ak which already are owned by the optionee andctvlaire surrendered to the Company in
good form for transfer or (B) which are retainedthg Company from the shares of the Common Stoékhwlould otherwise be issued to
optionee upon the optionee's exercise of the SBytion. Such shares shall be valued at their Fairkigt Value on the date of exercise of the
Stock Option. In lieu of payment in fractions oasks, payment of any fractional share amount Sieathade in cash or check payable to the
Company. The Committee also may provide that tlegaise price may be paid by delivering a propexigcgited exercise notice in a form
approved by the Committee together with irrevocatméructions to a broker to promptly deliver te tBompany the amount of the applicable
sale or loan proceeds required to pay the exepcise. No shares of Common Stock shall be issueghyooptionee upon the exercise of a
Stock Option until the Company receives full payttéerefor as described above.

(e) Rights upon Termination of Employment. In ther@ that an optionee ceases to be employed b@dhgany and all of its Subsidiaries
for any reason other than such optionee's dedilisability, any rights of the optionee under angc&tOption then in effect immediately st
terminate; provided, that the optionee (or themye's legal representative) shall have the ragbkéercise the Stock Option during its

4



term within a period of three (3) months after steimination of employment to the extent that theck Option was exercisable at the tim
such termination or within such other period anjsct to such other terms and conditions as magpkeified by the Committee.
Notwithstanding the foregoing provisions of thisten 6(e), the optionee (and the optionee's legqalesentative) shall not have any ric
under any Stock Option, and the Company shall eaitdigated to sell or deliver shares of CommortiS{or have any other obligation or
liability) under any Stock Option, if the Committekall determine that (i) the employment of theapte with the Company or any
Subsidiary has been terminated for cause or @)jtionee has engaged or may engage in employonewtivities competitive with the
Company or any Subsidiary or contrary, in the apindf the Committee, to the best interests of tam@any or any Subsidiary. In the event
of such determination, the optionee (and the optmlegal representative) shall have no right uadg Stock Option to purchase any shares
of Common Stock regardless of whether the optidoeéhe optionee's legal representative) shall liliwered a notice of exercise prior to
the Committee's making of such determination. Atock Option may be terminated entirely by the Cottewriat the time of or at any time
subsequent to a determination by the CommitteenthideSection 6(e) which has the effect of elinimgthe Company's obligation to sell or
deliver shares of Common Stock under such Stoclo@pt

In the event that an optionee ceases to be employéte Company and all of its Subsidiaries by oeasf such optionee's Disability, prior to
the expiration of a Stock Option and without supkianee's having fully exercised such Stock Optgrth optionee or such optionee's legal
representative shall have the right to exercisé S&iock Option during its term within a period of ) months after such termination of
employment to the extent that such Stock Option ex&scisable at the time of such termination ohimisuch other period and subject to
such other terms and conditions as may be spedifigde Committee.

In the event that an optionee ceases to be employédte Company and all of its Subsidiaries by oeasf such optionee's death, prior to the
expiration of a Stock Option and without such op#ie's having fully exercised such Stock Option piesonal representative of such
optionee's estate or the person who acquired ghé i exercise such Stock Option by bequest aritdnce from such optionee shall have
right to exercise such Stock Option during its tevithin a period of twelve (12) months after theéedaf such optionee's death to the extent
that such Stock Option was exercisable at the tifreeich death or within such other period and siihigesuch other terms and conditions as
may be specified by the Committee.

7. Stock Appreciation Rights. Stock AppreciatiogiRs shall enable the grantees thereof to bemefit fncreases in the Fair Market Value of
shares of Common Stock and shall be evidenced teeagents in such form as the Committee shall agpitmm time to time. The
agreements shall contain in substance the folloséngs and conditions and may contain such additimmms and conditions, not
inconsistent with the terms of the Plan, as the @dtee shall deem appropriate:

(a) Award. A Stock Appreciation Right shall entittee grantee, subject to such terms and condiisrteie Committee may prescribe, to
receive upon the exercise



thereof an award equal to all or a portion of tkeess of (i) the Fair Market Value of a specifiesmber of shares of Common Stock at the
time of the exercise of such right over (ii) a 9fied price which shall not be less than the Faarkét Value of the Common Stock at the ti
the right is granted or, if connected with a presiy granted Stock Option, not less than the Farkdt Value of the Common Stock at the
time such Stock Option was granted. Subject tdithiéations set forth in Section 4, such award rbaypaid by the Company in cash, shares
of Common Stock (valued at their then Fair Markatué) or any combination thereof, as the Committeg determine. Stock Appreciation
Rights may be, but are not required to be, gramednnection with a previously or contemporanepgsanted Stock Option. In the event of
the exercise of a Stock Appreciation Right, the bhanof shares reserved for issuance under thesRkihbe reduced by the number of shares
covered by the Stock Appreciation Right as to wisigbh exercise occurs.

(b) Term. Each agreement shall state the perigetoods of time within which the Stock AppreciatiBight may be exercised, in whole or in
part, subject to such terms and conditions presdrfbr such purpose by the Committee; provided, ibaStock Appreciation Right shall be
exercisable more than ten years after the datts gfant; and provided further, that each Stockrépiation Right granted under the Plan s
become exercisable one year after the date ofarst,gunless the agreement specifically providbsmtise. The Committee shall have
authority to accelerate previously established @gerrights, subject to the requirements set fiorthe Plan, under such circumstances and
upon such terms and conditions as the Committdedssm appropriate.

(c) Rights upon Termination of Employment. In themst that a grantee of a Stock Appreciation Rigiatses to be employed by the Company
and all of its Subsidiaries for any reason othantsuch grantee's death or Disability, any righth® grantee under any Stock Appreciation
Right then in effect immediately shall terminatepyided, that the grantee (or the grantee's legakisentative) shall have the right to exer
the Stock Appreciation Right during its term witlgirperiod of three (3) months after such termimatibemployment to the extent that the
Stock Appreciation Right was exercisable at theetshsuch termination or within such other period aubject to such other terms and
conditions as may be specified by the Committeéawibstanding the foregoing provisions of this $@ect7(c), the grantee (and the grantee's
legal representative) shall not have any rightseuaay Stock Appreciation Right, and the Comparafl stot be obligated to pay or deliver
any cash, Common Stock or any combination them@ofigve any other obligation or liability) underyg®tock Appreciation Right, if the
Committee shall determine that (i) the employmédrihe grantee with the Company or any Subsidiasy/lieen terminated for cause or (i) the
grantee has engaged or may engage in employmeutieities competitive with the Company or any Sdiasy or contrary, in the opinion of
the Committee, to the best interests of the Compamany Subsidiary. In the event of such deternmathe grantee (and the grantee's legal
representative) shall have no right under any Stqoireciation Right regardless of whether the grar{or the grantee's legal representative)
shall have delivered a notice of exercise pricdh®Committee's making of such determination. Atock Appreciation Right may be
terminated entirely by the Committee at the timeroét any time subsequent to a determination eyCthmmittee
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under this Section 7(c) which has the effect ahelating the Company's obligations under such SAqgireciation Right.

In the event that a grantee of a Stock Apprecidfi@it ceases to be employed by the Company ard & Subsidiaries by reason of such
grantee's Disability, prior to the expiration ostock Appreciation Right and without such grantba\sing fully exercised such Stock
Appreciation Right, such grantee or such grantegal representative shall have the right to esersuch Stock Appreciation Right during its
term within a period of six (6) months after suelination of employment to the extent that sudtsAppreciation Right was exercisable
at the time of such termination or within such otperiod and subject to such other terms and cemditas may be specified by the
Committee.

In the event that a grantee ceases to be emplgydtelCompany and all of its Subsidiaries by reasfosuch grantee's death, prior to the
expiration of a Stock Appreciation Right and withsuch grantee's having fully exercised such Shqmireciation Right, the personal
representative of the grantee's estate or the pevho acquired the right to exercise such Stockrégition Right by bequest or inheritance
from such grantee shall have the right to exemisdh Stock Appreciate Right during its term withiperiod of twelve (12) months after the
date of such grantee's death to the extent thatStork Appreciation Right was exercisable at time tof such death or within such other
period and subject to such other terms and comditis may be specified by the Committee.

8. Performance Unit Awards. Performance Unit Awasldall entitle the grantees thereof to receivertupayments based upon and subject to
the achievement of preestablished long-term pedioga targets and shall be evidenced by agreenmestgih form as the Committee shall
approve from time to time. The agreements shallatorin substance the following terms and condgiand may contain such additional
terms and conditions, not inconsistent with thenteof the Plan, as the Committee shall deem apiptepr

(a) Performance Period. The Committee shall estalith respect to each Performance Unit Awardréopmance period of not fewer than
two years nor more than five years.

(b) Unit Value. The Committee shall establish witkpect to each Performance Unit Award a value&ah unit which shall not change
thereafter or which may vary thereafter on the$astriteria specified by the Committee.

(c) Performance Targets. The Committee shall dstakhlith respect to each Performance Unit Awardimar and minimum performance
targets to be achieved during the applicable pevdoice period. The achievement of the maximum taigl@dll entitle a grantee to payment
with respect to the full value of a Performancetwward. The achievement of less than the maximangets, but in excess of the minimum
targets, shall entitle a grantee to payment wisipeet to a portion of a Performance Unit Award adicq to the level of achievement of the
applicable targets as specified by the Committee.



(d) Performance Measures. Performance targetslissiat by the Committee shall relate to such messsar standards of performance as the
Committee may determine. Multiple targets may beluend may have the same or different weightind the targets may relate to absolute
performance or relative performance measured agaiiner companies, businesses or indexes.

(e) Adjustments. At any time prior to the paymeha &erformance Unit Award, the Committee may adpusviously established
performance targets or other terms and conditibissich Performance Unit Award, including the Compsior another company's financial
performance for Plan purposes, in order to redu@iminate, but not to increase, the payment wegpect to a Performance Unit Award that
otherwise would be due upon the attainment of suekiously established performance targets. Sugistdents shall be made to reflect
major unforeseen events such as changes in lagudat®ons, or accounting practices, mergers, adns, or divestitures, or other
extraordinary, unusual, or nonrecurring items @res.

(f) Payment of Performance Unit Awards. Upon thedatasion of each performance period, the Commitesl determine the extent to which
the applicable performance targets have been att@nd any other terms and conditions have be&fisatfor such period. The Committee
shall determine what, if any, payment is due orddPmance Unit Award and, subject to the limitaicet forth in Section 4, whether such
payment shall be made in cash, shares of Commak Btalued at their then Fair Market Value), oroanbination thereof. Payment of a
Performance Unit Award shall be made in a lump suin installments, as determined by the Committeeymencing as promptly as
practicable after the end of the performance peuiddss such payment is deferred upon such terths@rditions as may be specified by the
Committee.

(g) Termination of Employment. In the event thagrantee of a Performance Unit Award ceases to h@oyed by the Company and all of its
Subsidiaries for any reason other than such grandeath or Disability, any rights of such granteder any Performance Unit Award then in
effect whose performance period has not ended whralinate immediately; provided, that the Commaitteay authorize the partial paymer
any such Performance Unit Award if the Committegedwrines such action to be equitable.

In the event that a grantee of a Performance Unirdl ceases to be employed by the Company and i&dl Subsidiaries by reason of such
grantee's death or Disability, any rights of sudmgee under any Performance Unit Award then ieatffvthose performance period has not
ended shall terminate immediately; provided, that€ommittee may authorize the payment to suchtggaor such grantee's legal
representative of all or any portion of such Penfance Unit Award to the extent earned under théiGggiple performance targets, even tho
the applicable performance period has not endesh spch terms and conditions as may be specifisHZommittee.

9. Restricted Stock Awards. Restricted Stock Awaithll consist of shares of Common Stock restriatgainst transfer, subject to a
substantial risk of forfeiture and to other termsl @onditions intended to further the purpose efRfan as the Committee may determine, anc
shall be evidenced by agreements in such forme€tmmittee shall approve
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from time to time. The agreements shall contaisubstance the following terms and conditions ang caatain such additional terms and
conditions, not inconsistent with the terms of Bian, as the Committee shall deem appropriate:

(a) Restriction Period. The Common Stock covere®Rbstricted Stock Awards shall be subject to thaliegble restrictions established by
Committee over such period as the Committee sleddirthine.

(b) Restriction upon Transfer. Shares of CommonriStmvered by Restricted Stock Awards may not ke, sssigned, transferred,
exchanged, pledged, hypothecated, or otherwisengmered, except as provided in the Plan or in arstriRéed Stock Award agreement
entered into between the Company and a granteiagdine restriction period applicable to such skakotwithstanding the foregoing
provisions of this Section 9(b), and except asmwifse provided in the Plan or the applicable Restd Stock Award agreement, a grantee
Restricted Stock Award shall have all of the otfigits of a holder of Common Stock including but lmited to the right to receive
dividends and the right to vote such shares.

(c) Payment. The Committee shall determine the apdorm, and time of payment, if any, that shalrequired from the grantee of a
Restricted Stock Award in consideration of the és®e and delivery of the shares of Common Stockreavby such Restricted Stock Award.

(d) Certificates. Each certificate issued in respéshares of Common Stock covered by a Restristedk Award shall be registered in the
name of the grantee and shall bear the followigegtel (in addition to any other legends which mageropriate):

"This certificate and the shares of stock reprexkhereby are subject to the terms and conditioskifling forfeiture provisions and
restrictions against transfer) contained in the G§6tems International, Inc. 2001 Stock IncentileRnd a Restricted Stock Award
Agreement entered into between the registered oamICSG Systems International, Inc. Release fiarh terms and conditions may be
obtained only in accordance with the provisionswfh Plan and Agreement, a copy of each of whicmifile in the office of the Secretary of
CSG Systems International, Inc.”

The Committee may require the grantee of a ResttiBtock Award to enter into an escrow agreementighng that the certificates
representing the shares covered by such Rest&ttedk Award will remain in the physical custodyaof escrow agent until all restrictions are
removed or expire. The Committee also may reqhiaé the certificates held in such escrow be accoimepay a stock power, endorsed in
blank by the grantee, relating to the Common Stamlered by such certificates.

(e) Lapse of Restrictions. The Committee may preval the lapse of restrictions applicable to Comrtock subject to Restricted Stock
Awards in installments and may waive such restitiin whole or in part based upon such factors

9



and such circumstances as the Committee shallmlieter Upon the lapse of such restrictions, cegtées for shares of Common Stock, free of
the restrictive legend set forth in Section 9(bglsbe issued to the grantee or the grantee's$ legeesentative. The Committee shall have
authority to accelerate the expiration of the aggtle restriction period with respect to all or @oytion of the shares of Common Stock
covered by a Restricted Stock Award.

(f) Termination of Employment. In the event thagrantee of a Restricted Stock Award ceases to lptoged by the Company and all of its
Subsidiaries for any reason, any rights of suchtgewith respect to shares of Common Stock timaaire subject to restrictions under such
Restricted Stock Award shall terminate immediatelyd any shares of Common Stock covered by a BestriStock Award with unlapsed
restrictions shall be subject to reacquisition iy Company upon the terms set forth in the apdicagreement with such grantee. The
Committee may provide for complete or partial exwes to such employment requirement if the Conesitietermines such action to be
equitable.

10. Stock Bonus Awards. The Committee may grantbak3Bonus Award to an eligible grantee under tlam Based upon such measures or
standards of performance (including but not limitegherformance already accomplished) as the Caeenibay determine.

If appropriate in the sole discretion of the Conmedt Stock Bonus Awards shall be evidenced by aggats in such form as the Committee
shall approve from time to time. In addition to applicable performance goals or standards aneésutg the terms of the Plan, shares of
Common Stock which are the subject of a Stock Baxward may be (i) subject to additional restricidincluding but not limited to
restrictions on transfer) or (ii) granted diredilya grantee free of any restrictions, as the Cdtaemshall deem appropriate.

11. General Restrictions. Each award or grant utidePlan shall be subject to the requirementiftzdtany time the Committee shall
determine that (i) the listing, registration or tfi@ation of the shares of Common Stock subjectatated thereto upon any securities
exchange or under any state or federal law, (@)dbnsent or approval of any governmental regutdiody, or (iii) an agreement by the
grantee of an award or grant with respect to tepatition of the shares of Common Stock subjectlated thereto is necessary or desirable
as a condition of, or in connection with, such aarr grant or the issuance or purchase of shar€swimon Stock thereunder, then such
award or grant may not be consummated and anysrigbteunder may not be exercised in whole or ihypdess such listing, registration,
qualification, consent, approval, or agreementldtale been effected or obtained upon conditiogsptable to the Committee. Awards or
grants under the Plan shall be subject to suchiaddi terms and conditions, not inconsistent wlith Plan, as the Committee in its sole
discretion deems necessary or desirable.

12. Single or Multiple Agreements. Multiple formawards or grants or combinations thereof mayvidesced either by a single agreement
or by multiple agreements, as determined by the iGittiee.

13. Rights of a Stockholder. Unless otherwise megiby the Plan, the grantee of any award or graskér the Plan shall have no rights as a
stockholder of the Company with
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respect to the shares of Common Stock subjectaterkto such award or grant unless and untilfaeates for such shares of Common Stock
are issued to such grantee.

14. No Right to Continue Employment. Nothing in #lan or in any agreement entered into pursuathietdlan shall confer upon any grar
the right to continue in the employment of the Camypor any Subsidiary or affect any right which @@mpany or any Subsidiary may have
to terminate the employment of any grantee wittvitihout cause.

15. Withholding. The Company's obligation to (i)ider shares of Common Stock or pay cash uponkecise of any Stock Option or Stock
Appreciation Right, (ii) deliver shares of Commaieék or pay cash in payment of any Performance Bwiard, (iii) deliver stock certificate
upon the vesting of any Restricted Stock Award, @nddeliver shares of Common Stock upon the godirsiny Stock Bonus Award shall be
subject to applicable federal, state and localit#liholding requirements. In the discretion of @emmittee, amounts required to be withheld
for taxes may be paid by the grantee in cash aesha Common Stock (either through the surrenéiereviously held shares of Common
Stock or the withholding of shares of Common Stottlerwise issuable upon the exercise or paymesuidi Stock Option, Stock
Appreciation Right or Award) having a Fair Markedlue equal to the required tax withholding amountt apon such other terms and
conditions as the Committee shall determine.

16. Indemnification. No member of the Board or @@mmittee, nor any officer or employee of the Comypar a Subsidiary acting on behalf
of the Board or the Committee, shall be personalhle for any action, determination or interpratattaken or made in good faith with
respect to the Plan; and all members of the BoatdeoCommittee and each and any officer or em@mfehe Company or any Subsidiary
acting on their behalf shall, to the extent peritby law, be fully indemnified and protected bg ompany in respect of any such action,
determination or interpretation.

17. Non-Assignability. No award or grant under Bian shall be assignable or transferable by thipiest thereof except by will, by the laws
of descent and distribution, pursuant to a qualiiemestic relations order, or by such other mé&asy) or in such other manner (if any) as
the Committee may approve from time to time. Nditigr benefit under the Plan shall be liable far tkebts, liabilities, or alimony obligatio

of the person entitled to such right or benefthei by assignment, attachment, or any other metiudi shall not be subject to be taken by the
creditors of the person entitled to such right endfit by any process whatsoever.

18. Nonuniform Determinations. The Committee's aeiteations under the Plan (including but not lirdite determinations of the persons to
receive awards or grants, the form, amount anchimf such awards or grants, the terms and prowésid such awards or grants and the
agreements evidencing them and the establishmemtiwdés and performance targets) need not be amiéord may be made by the Commi
selectively among the persons who receive, or lggible to receive, awards or grants under the Rldrether or not such persons are simil
situated.

19. Adjustments. In the event of any change imotlitstanding shares of Common Stock, by reasorstck dividend or distribution, stock
split, recapitalization, merger, reorganizatiomsalidation, split-up, spin-off, combination of sbg, exchange of shares, or

11



other change in corporate structure affecting tom@on Stock, the Committee shall make appropridiieséments in (a) the aggregate
number of shares of Common Stock (i) reservedsswance under the Plan, (ii) for which grants aarals may be made to an individual
grantee, and (iii) covered by outstanding awardsgrants denominated in shares or units of ComntockS(b) the exercise or other
applicable price related to outstanding awardsrantg, and

(c) the appropriate Fair Market Value and othecgodeterminations relevant to outstanding awardgamts and shall make such other
adjustments as may be equitable under the circmeesaprovided, that the number of shares suljeay award or grant always shall be a
whole number.

20. Terms of Payment. Subject to any other applicpiovisions of the Plan and to any applicableslamhenever payment by a grantee is
required with respect to shares of Common Stocklwhre the subject of an award or grant under lde, Ehe Committee shall determine the
time, form and manner of such payment, includingrmi limited to lump-sum payments and installmaggyments upon such terms and
conditions as the Committee may prescribe. Instalinpayment obligations of a grantee may be eviekby full-recourse, limited- recourse,
or non-recourse promissory notes or other instrasevith or without interest and with or withoutllederal or other security as the
Committee may determine.

21. Termination and Amendment. The Board may teateithe Plan or amend the Plan or any portion tfieteany time. The termination or
any amendment of the Plan shall not, without theseat of a grantee, adversely affect such granigéts under an award or grant previot
made to such grantee under the Plan. The Commitégeamend the terms of any award or grant prewauslde under the Plan,
prospectively or retroactively; but, except as othge expressly permitted by the Plan and subgetie provisions of Section 19, no such
amendment shall adversely affect the rights offamtee of such award or grant without such gréteamsent.

22. Effect on Other Plans. Participation in thenRhall not affect an employee's eligibility to fi@pate in any other benefit or incentive plan
of the Company or any Subsidiary. Any awards madsyant to the Plan shall not be taken into accoudétermining the benefits provided
or to be provided under any other plan of the Camgpa any Subsidiary unless otherwise specificpttyvided in such other plan.

23. Term of Plan. The Plan shall become effectppenuits adoption by the Board and shall terminatgfirposes of further grants on the first
to occur of (i) December 31, 2010, or (ii) the effee date of the termination of the Plan by thafbpursuant to Section 21. No awards or
options may be granted under the Plan after tieit@tion of the Plan, but such termination shatlaféect any awards or options outstanding
at the time of such termination or the authorityref Committee to continue to administer the Plaartafrom the making of further grants.

24. Governing Law. The Plan shall be governed ly@mstrued in accordance with the laws of Delaware
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Exhibit 21.01

CSG SYSTEMS INTERNATIONAL, INC.
SUBSIDIARIES OF THE REGISTRANT
AS OF DECEMBER 31, 2001

STATE OR COUNTRY

SUBSIDIARY OF INCORPORATION
CSG Systems, Inc. Delaware
CSG Netherlands, BV The Netherlands

CSG Services, Inc. Delaware



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 Statemela Ro.'s 333-10315, 333-32951, 333- 48451, 333183833-42202 and 333-81656.

ARTHUR ANDERSEN LLP

Omaha, Nebraska,
March 26, 200:



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 represénts from 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 Cawppéashes to ensure that such statements are aecoaapby 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 74.2% and 75.8%s ¢otal revenues from its core customer cag lEling system, CSG CCS/BP
(formerly known as CCS), and related products amdices (collectively, "CCS") in the years ended@aber 31, 2001 and 2000,
respectively. CCS is expected to provide a largéigroof the Company's total revenues in the faeabée future.

The Company continues to develop new products andcgs 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@thnical problems in maintaining and operating GE&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 has an original term of 15 yeansl expires in 2012. The AT&T Contract includesimum financial commitments by
AT&T over the life of the contract, and as amendadiudes exclusive rights for the Company to pdevtustomer care and billing products
and services for AT&T's offerings of wireline videdll Internet/high speed data services, and gt mail services. During the fourth qua
of



2000, the Company relinquished its exclusive rightgrocess AT&T's wireline telephony customers] #rose AT&T customers were fully
converted to another service provider by the en2Dfl. The Company does not expect the loss oéthestomers to have a material impact
on the Company's result of operations.

Effective April 2001, the Company amended its agrest with AT&T giving the Company certain additibieantractual rights to continue
processing, for a minimum of one year, customeas AT &T may divest. These new rights are co- teusiwith and are in addition to the
existing minimum processing commitments the Comgaasg/with AT&T through 2012. Any such divestitutesa third party would not: (i)
relieve AT&T of its minimum processing commitments;

(i) impact the Company's exclusivity rights undee AT&T Contract; or (iii) impact the term of thel&T Contract.

On December 19, 2001, AT&T and Comcast Corporgfi@emcast”’) announced that their board of direcéqsroved a definitive agreement
to combine AT&T Broadband with Comcast. Under thparted terms of the definitive agreement, AT&Tlhspin off AT&T Broadband and
simultaneously merge it with Comcast, forming a m@mpany to be called AT&T Comcast Corporations ppremature at this time to
speculate what impact this transaction will havetenCompany's operations, if any. The Companyebet the AT&T Contract would reme
in effect in the event there is a change in coraf@T&T Broadband; however, it is impossible tagdict how any successor entity(s) to
AT&T Broadband would interpret their obligationsder the AT&T Contract. It is also impossible to gt what impact any dispute would
have on the Company's results of operations or endok its securities. See below for a further déston concerning disputes with AT&T.

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 grenfance criteria or other obligations. The Compiaralso subject to an annual technical audit
to determine whether the Company's products andgcssrinclude innovations in features and functitireg have become standard in the
wireline video industry. If an audit determines tbempany is not providing such an innovation arfdils to do so in the manner and time
period dictated by the contract, then AT&T wouldrbkeased from its exclusivity obligation to the¢esk necessary to obtain the innovation
from a third party.

To fulfill the AT&T Contract and to remain compétit, the Company believes it will be required toelep additional features to existing
products and services, and possibly in certairunistances, new products and services, all of whiltirequire substantial research and
development, as well as implementation and operatiaptitude. AT&T has the right to terminate thE& Contract in the event of certain
defaults by the Company. To date, the Company\edi# has complied with the terms of the contr&tiould the Company fail to meet its
obligations under the AT&T Contract, and should ATT&e successful in any action to either terminb&eAT&T Contract in whole or in pa

or collect damages caused by an alleged breaslouitd have a material adverse impact on the Comnipdnture results of operations. Indeed,
on September 27, 2000, AT&T filed a Demand for Adiion relating to the AT&T Contract, causing grsficant drop in the trading price of
the Company's Common Stock. On October 10, 200@, TAdgreed to dismiss its Demand for Arbitrationtwihe Company. In connection
with the dismissal, the companies agreed to antemdT&T Contract. See "Management's Discussionfamalysis of Financial Condition
and Results of Operations” for additional discussiof this matter.

On March 13, 2002, AT&T Broadband notified the Camnyp that AT&T is "considering” the initiation oftztration against the Company
relating to the AT&T Contract.

The letter states that AT&T's decision whetherdeksarbitration is subject to the parties exhagdtie negotiation process specified in the
AT&T Contract. That dispute resolution portion bétagreement calls for senior officers from eaghany to meet promptly and for a
period of not less than 30 days in an effort toesthe dispute.



AT&T stated that any action to terminate the AT&dr@ract would be based upon the following claimsstFAT&T claims that the
Company has failed to provide bundled or aggregailédg services, including the Company's breathobligation to provide telephony
billing when required to do so under the AT&T Cat: Second, the letter states that the Companpdtasooperated with AT&T in utilizing
another vendor to provide aggregated billing sewi@as well as the Company's improper asserti@s ekclusivity rights. Third, the letter
claims that the Company has breached the Most Edwdations clause of the AT&T Contract.

The letter further states that should a negotiegedlution not be achieved, AT&T could elect toksaaleclaration that it is entitled to
terminate the AT&T Contract on the fifth annivergaf the contract which is August 10, 2002.

The Company denies that it is in breach of the AT@dntract. As of the date of this filing, discussavere ongoing with AT&T in an effort
to resolve the dispute. It is impossible to predidhis time when or how any resolution will betfmoming. Should AT&T be successful in
claims, or in terminating the AT&T Contract in wiabr in part, it would have a material adverseatfm the financial condition of the
Company and its overall future operations.

While the substance of the negotiations betweelCtrapany and AT&T are not being made public at tinie, readers are strongly
encouraged to review frequently the Company'sgdliwith the SEC as well as all public announcemfzata the Company relating to the
dispute between the companies. This is of partidolportance as the resolution of the disputeghlyiin flux as of the date of this filing.

A copy of the AT&T Contract and all subsequent admeants (including the amendment executed as paneaigreement to withdraw
AT&T's September 27, 2000 Demand for Arbitratiorg encluded in the Company's exhibits to its padqgalblic filings with the SEC. These
documents are available on the Internet and thepaasnencourages readers to review those docunarfigrther details.

Business Activities and Dependence On AT&T

AT&T completed its merger with Tele-Communicatiohs;. ("TCI") in 1999 and completed its merger witlediaOne Group, Inc.
("MediaOne") in 2000. During the years ended Decean®i, 2001 and 2000, revenues from AT&T and ati#d companies represented
approximately 55.8% and 50.4% of total Company meres, respectively. The increase in the perceriiatyeeen periods relates primarily to
AT&T's customer growth and the timing and the amafrsoftware and services purchased by AT&T. Tleenfany expects to continue to
generate a large portion of its total revenues fAOM.T and affiliated companies in the future. Thare inherent risks whenever this large of
a percentage of total revenues is concentratedami¢ghcustomer. One such risk is that, should AT&Usiness generally decline, it would
have a material impact on the Company's futureltsestioperations.

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 has resulted from the sale ofymtsdand services to AT&T, both of wh
are in excess of the minimum financial commitmenttuded in the contract. There can be no assurdrateéhe Company will continue to s
products and services to AT&T in excess of the mimn financial commitments included in the contract.
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RENEWAL OF AOL TIME WARNER CONTRACTS

America Online, Inc. (AOL) and Time Warner comptétbeir merger in 2000, and now operate under &menAOL Time Warner, Inc.

(AOL Time Warner). During the years ended Decen#ier2001 and 2000, revenues from AOL Time Warnpragented approximately 7.!
and 8.3% of total revenues, respectively. The Compaiovides services to AOL Time Warner under npléti separate contracts with various
AOL Time Warner affiliates. These contracts areesithed to expire on various dates. The failure GLATime Warner to renew contracts
representing a significant part of its busines$whie Company would have a material adverse impathe financial condition and results of
operations of the Company.

INDUSTRY CONSOLIDATION AND DEPENDENCE ON VIDEO INDU STRY--CABLE TELEVISION AND DBS

The Company's business is concentrated in the tellehdsion and direct broadcast satellite ("DBi@tustries, making the Company
susceptible to a downturn in those industries. mthe years ended December 31, 2001 and 200G aimpany derived 82.3% and 77.7%,
and 11.7% and 16.0% 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 imtddeo market will become clients of the Compakigo, there can be no assurance that
video providers will be successful in expanding@iather segments of the converging communicatiomkets. Even if major forays into new
markets are successful, the Company may be unabte¢t the special billing and customer care neétlsat market. The cable television
industry both domestically and internationally irdergoing significant ownership changes at an acatld pace. One facet of these changes
is that cable television providers are consolidgtatecreasing the potential number of buyers ferGbmpany's products and services. Seven
providers account for over 85% of the U.S. cablevision market and two providers account for alhibs entire U.S. DBS market. The
Company processes and/or provides statement pyifdimat least a portion of the customers: (i)dbr of the seven cable television providers;
and (ii) for one of the DBS providers. For the yeanded December 31, 2001 and 2000, approximatétysd 81% of the Company's total
revenues were generated from companies under thimtof these seven providers. Consolidation mitidustry may put at risk the
Company's ability to leverage its existing relagbips. Should this consolidation result in a cotraion of cable television customer
accounts being owned by companies with whom theg2amm does not have a relationship, or with whompetitors are entrenched, it could
negatively effect the Company's ability to maintairexpand its market share, thereby adverselytiffp the results of operations.

CONVERSION TO THE COMPANY'S SYSTEMS

The Company's ability to convert new client sitefts customer care and billing systems on a tiraely accurate basis is necessary to meet
the Company's typical contractual commitments arachieve its business objectives. Converting iplelsites under the schedules required
by contracts or business requirements is a diffaotl complex process. One of the difficultieshia tonversion process is that competitiol
the necessary qualified personnel is intense an@€tmpany may not be successful in attracting ataining the personnel necessary to
complete conversions on a timely and accurate baseinability of the Company to perform the corsien process timely and accurately
would have a material adverse impact on the resfitbperations of the Company. As of December 8D]12the Company had scheduled
approximately 300,000 customers to be converted idprocessing system during 2002.
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NEW PRODUCTS AND RAPID TECHNOLOGICAL CHANGE

The market for customer care and billing systentharacterized by rapid changes in technology amighly competitive with respect to the
need for timely product innovations and new prodoitbductions. The Company believes that its feitsmccess in sustaining and growing its
processing revenues and software and professienatss revenues depends upon continued markeptacoe of its current products,
including CCS, and its ability to enhance its cotperoducts and develop new products that addnesitreasingly complex and evolving
needs of its clients. Substantial research andlojewent will be required to maintain the compedtiess of the Company's products and
services in the market. Development projects caletgthy and costly, and are subject to changiggirements, programming difficulties, a
shortage of qualified personnel, and unforeseetofaevhich can result in delays. In addition, th@pany is typically responsible for the
implementation of new products, and depending uperspecific product, may also be responsible parations of the product. There is an
inherent risk in the successful implementation apérations of these products as the technolog@aptexity increases. There can be no
assurance: (i) of continued market acceptanceeo€tbmpany's current products; (ii) that the Compaitiybe successful in the timely
development of product enhancements or new prodlatsespond to technological advances or changiegt needs; or (iii) that the
Company will be successful in supporting the impdatation and/or operations of product enhancenwemniew products.

CONVERGING COMMUNICATIONS MARKETS

The Company's growth strategy is based in parhercontinuing convergence and growth of the wordigndable television, DBS,
telecommunications, and on- line services markketsese markets fail to converge, grow more slothign anticipated, or if providers in the
converging markets do not accept the Company'sisoltor combining multiple communications serviéesa 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 devkmpexisting and potential clients. In additioogrse independent providers are entering
into strategic alliances with other independent/jaers, resulting in either a new competitor, @ompetitor(s) with greater resources. Many
of the Company's current and potential competiange significantly greater financial, marketing;heical, and other competitive resources
than the Company, many with significant and wethbEshed international operations. There can bassorance that the Company will be
able to compete successfully with its existing cetitprs or with new competitors.

ATTRACTION AND RETENTION OF PERSONNEL

The Company's future success depends in larg@pdite continued service of its key managemergssaroduct development, and
operational personnel. The Company is particuldelgendent on its executive officers. The Compatig\yes that its future success also
depends on its ability to attract and retain higdifled technical, managerial, operational, andk®etng personnel, including, in particular,
additional personnel in the areas of research amdldpment and technical support. Competition falifjed personnel is intense, particule
in the areas of research and development, convesrsiod 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.

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 mtadievelopment efforts, provide complementary potslor services, or provide access to
new markets and clients. Consistent with this stpatthe Company recently completed the acquisiifdhe Kenan Business. See
"Management's Discussion and Analysis of Finar€@idition and Results of Operations" for additiotiacussions of the Kenan
Acquisition.



Acquisitions involve a number of risks and diffigas, including: (i) expansion into new geographiarkets and business areas; (i) the
requirement to understand local business pract{itgthe diversion of management's attentiontte assimilation of acquired operations and
personnel; (iv) potential adverse effects on then@any's operating results for various reasonsudiafy but not limited to the following
items: (a) the Company's inability to achieve raxetargets; (b) the Company's inability to managd@ reduce operating costs; (c) the
Company's inability to achieve certain operatingesgies; (d) costs incurred to integrate, sup@art, expand the acquired business; (e)
charges related to purchased in-process reseatictieaelopment projects; (f) costs incurred to editent or acquired contracts or activities;
(9) costs incurred to manage the size of the coetbéxisting and acquired workforce, due to cenmtadtundancies or inefficiencies; (h) costs
incurred to service any acquisition debt; andh@ amortization or impairment of intangible assets.

Due to the multiple risks and difficulties assoedtvith any acquisition, there can be no assurtratehe Company will be successful in
achieving its expected strategic and operatingsgmalany such acquisition.

VARIABILITY OF QUARTERLY RESULTS

The Company's quarterly revenues and operatindtseparticularly relating to software and professil services, may fluctuate dependin
various factors, including the timing of executedhitacts and the delivery of contracted servicgsroducts, the cancellation of the
Company's services and products by existing orci@nts, the hiring of additional staff, new protidevelopment and other expenses. No
assurance can be given that results will not vaeytd these factors.

Variability in quarterly revenues and operatingutessare inherent characteristics of the softwadristry. One common cause of a failure to
meet revenue and operating expectations in thevamdtindustry is the inability to close one or mianger software transactions that may t
been anticipated by management in any particuldogheThe Company expects software and professiggraices revenues to become an
increasingly larger portion of its total revenuedhe future. Consequently, as the Company's tet@nues grow, so too does the risk
associated with meeting financial expectationgévenues derived from its software and professisealices offerings. As a result, there is a
proportionately increased likelihood that the Companay fail to meet revenue and earnings expecsid the analyst community. With the
current volatility of the stock market, should hempany fail to meet analyst expectations by eveiaively small amount it would most
likely have a disproportionately negative impacbmphe market price for the Company's Common Stock.

DEPENDENCE ON PROPRIETARY TECHNOLOGY

The Company relies on a combination of trade seardtcopyright laws, nondisclosure agreementspéimet contractual and technical
measures to protect its proprietary rights in igdpicts. The Company also holds a limited numbgradénts on some of its newer products,
and does not rely upon patents as a primary mdgmetecting its rights in its intellectual propgrirhere can be no assurance that these
provisions will be adequate to protect its proguigtrights. 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.

Historically, the vast majority of the Company'seaue has come from domestic sources, limitinghéel to develop a strong international
intellectual property protection program. With tenan Acquisition, the Company has clients usiagibducts in approximately 40
countries. As a result, the Company needs to coallinassess whether there is any risk to itslextalal property rights in many countries
throughout the world. Should these risks be imprgmessessed or if for any reason should the Cogipaight to develop, produce and
distribute its products anywhere in the world becassfully challenged or be significantly curtajléctould have a material adverse effect on
the operations of the Company and its financialltes

INTERNATIONAL OPERATIONS

The Company's growth strategy includes a commitrieetite marketing of its products and servicesrirattonally. The Company has
conducted international operations in the pastvaitigignificantly increase the level of its intextional operations as a result of its recent
acquisition of the Kenan Business. The Company



is subject to certain inherent risks associatet wjfterating internationally including: (i) diffidigs with product development meeting local
requirements such as the conversion to the locatrcies and languages;

(i) difficulties in staffing and management of pennel, including considerations for cultural diffieces; (iii) reliance on independent
distributors or strategic alliance partners; (lucfuations in foreign currency exchange ratesafioich a natural or purchased hedge does not
exist or is ineffective; (v) longer collection cgsl for client billings (i.e., accounts receivables) well as heightened client collection risks,
especially in countries with highly inflationary@wmies and/or with restrictions on movement ohaagt a country; (vi) compliance with
laws and regulations related to the collection, asé disclosure of certain personal informatidatieg to clients' customer's (i.e. privacy
laws) that are more strict than those currentffjoice in the U.S.; (vii) effective coordination wbrld-wide sales and marketing programs;
(viii) compliance with foreign regulatory requirents, including local labor laws; (ix) variabilityf toreign economic conditions; (x) changi
restrictions imposed by U.S. or foreign import/estpaws; (xi) political and economic instabilityxi{) reduced protection for intellectual
property rights in some countries; (xiii) inability recover value added taxes ("VAT") and/or goand services taxes ("GST") in foreign
jurisdictions; (xiv) competition from companies whihave firmly established significant internatiboperations; and (xv) a potential adve
impact to the Company's overall effective incomertde resulting from: (a) operations in foreiguntries with higher tax rates than the U

(b) the inability to utilize certain foreign taxettits; and (c) the inability to utilize some or @fllosses generated in one or more foreign
countries.

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 planspaied its use of the Internet with its product offgs thereby permitting, for example,
our clients' customer to use the Internet to revaesount balances, order services or execute siattunt management functions. The
Company also operates an extensive internal netefockmputers and systems used to manage intesnahcinications, financial
information, development data and the like. The @any's product and internal communications netwaridsystems carry an inherent risk
of failure as a result of human error, acts of rmtaind intentional, unauthorized attacks from campthackers." Opening up these networks
and systems to permit access via the Internetaseetheir vulnerability to unauthorized accesscamdiption, as well as increasing the
dependency of the systems' reliability on the abdity and performance of the Internet's infrastaue. Certain system security and other
controls for CCS are reviewed periodically by ateipendent party. The Company periodically undergosscurity review of its internal
systems by an independent party, and has implechanpéan intended to limit the risk of an unauthed access to the networks and systems,
including network firewalls, intrusion detectionssgms and antivirus applications.

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

a result, there can be no assurances that the Ggapeetworks and systems will not fail, or tha @ompany's business recovery plans will
adequately mitigate any damages incurred as a goasee. In addition, should the Company's networksystems be significantly
compromised, it would most likely have a materderse effect on the operations of the Companyudieg its ability to meet product
delivery obligations or client expectations. Like@j should the Company's networks or systems expmrian extended interruption or out:
have their security compromised or data lost oruggied, it would most likely result in an immedié&tes of revenue or increase in expenst
well as damaging the reputation of the Company. éfthese events could have both an immediate tiveganpact upon the Company's
short term revenue and profit expectations, as agits long term ability to attract and retain radignts.
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PRODUCT OPERATIONS AND SYSTEM AVAILABILITY
The Company's product operations are run in botinfneane and distributed system computing environsieas follows:
Mainframe Environment

CCS operates in a mainframe data processing ceraeaged by FDC (the "FDC Data Center"), with eretsigispersed throughout the
United States and Canada. These services are ptbuittler an agreement with FDC, which is schedwlexpire June 30, 2005. The
Company believes it could obtain mainframe datzgssing services from alternative sources, if resrgs The Company has a business
recovery plan as part of its agreement with FDQukhthe FDC Data Center suffer an extended busimésisuption or outage.This plan is
tested on an annual basis.

Distributed Systems Environment

Several of the Company's new product applicatigresate in a distributed systems environment (atewk as "open systems"), running on
multiple servers for the benefit of certain cliefdsiring 2001, the Company completed the migratibthese distributed systems servers from
its own internal data center to the FDC Data Cefhiader an agreement with FDC that runs througke By 2005, FDC provides the
operations monitoring and facilities managementises, while the Company provides hardware, opagatiystems 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 computpiatform, 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 platforme™istributed systems computing platform is nahatsame level of maturity as the
mainframe computing platform. In addition, secudtiacks on distributed systems throughout thedtrigare more prevalent than on
mainframe environments due to the open natureasfetlsystems.

The end users of the Company's systems are constyuconnected to the Company's CCS products thraugariety of public and private
telecommunications networks, and are highly depetndgon 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 hawesaterial adverse impact on the
financial condition and results of operations & @ompany, as well as negatively affect the Comigaatyility to attract and retain new
clients.



Exhibit 99.02
LETTER TO COMMISSION PURSUANT TO TEMPORARY NOTE 3T
March 29, 2002
United States Securities and Exchange Commissicshiffgton, DC 20549
Re: Temporary Note 3T to Article 3 of RegulatiorXS-
Ladies and Gentlemen:
CSG Systems International, Inc. has obtained aseptation from Arthur Andersen LLP, dated as ofd1&6, 2002, that states:

"We have audited the consolidated financial statemef CSG Systems International, Inc. and subsatiaas of December 31, 2001 and for
the year then ended and have issued our repogdhelated February 28, 2002. We represent thaatiis was subject to our quality control
system for the U.S. accounting and auditing praditicprovide reasonable assurance that the engag@raes conducted in compliance with
professional standards, that there was appropraatgnuity of Arthur Andersen personnel workingtbe audit, availability of national office
consultation, and availability of personnel at fgreaffiliates of Arthur Andersen to conduct théexant portions of the audit.”

Very truly yours,
CSG Systems International, Inc.

By: [/s/ Peter Kalan

Pet er Kal an
Chi ef Financial Oficer

End of Filing
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