
CONVERGYS CORP
Form 10-K
February 25, 2011
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010

Commissions file number 1-14379

CONVERGYS CORPORATION

An Ohio I.R.S. Employer
Corporation No. 31-1598292

201 East Fourth Street, Cincinnati, Ohio 45202

Telephone Number (513) 723-7000

Edgar Filing: CONVERGYS CORP - Form 10-K

Table of Contents 1



Securities registered pursuant to Section 12(b) of the Act:

Title of each class

Name of each exchange

on which registered
Common Shares (no par value) New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes  X      No       

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

Yes           No   X  

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes   X       No       

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section 232.405 of this chapter) during the preceding 12
months (or for such shorter period that the registrant was required to submit and post such files). Yes   X       No       

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K.       

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer   X       Accelerated filer           Non-accelerated filer           Smaller reporting company       

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
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Yes           No   X  

The aggregate market value of the voting shares held by non-affiliates of the registrant was $1,216,561,055, computed by reference to the
closing sale price of the stock on the New York Stock Exchange on June 30, 2010, the last business day of the registrant�s most recently
completed second fiscal quarter.

At January 31, 2011, there were 122,287,662 common shares outstanding, excluding amounts held in treasury of 62,135,363.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant�s definitive proxy statement for the 2011 Annual Meeting of Shareholders to be held on April 27, 2011 are incorporated
by reference into Part III of this report.
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Safe Harbor Statement and Part I, Item 1. Business

Private Securities

Litigation Reform Act of 1995

Safe Harbor Cautionary Statement

This report and the documents incorporated by reference contain �forward-looking� statements, as defined in the Private Securities Litigation
Reform Act of 1995, that are based on current expectations, estimates and projections. Statements that are not historical facts, including
statements about the beliefs and expectations of Convergys Corporation (Company), are forward-looking statements and will contain words such
as �believes,� �expects,� �intends,� �could,� �should,� �will,� �plans,� �anticipates� and other similar words. These statements discuss potential risks and
uncertainties; and, therefore, actual results may differ materially. You are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date on which they were made. The Company has no current intention to update any forward-looking
statements, whether as a result of new information, future events or otherwise.

Important factors that may affect these projections or expectations include, but are not limited to: the behavior of financial markets including
fluctuations in interest or exchange rates; continued volatility and deterioration of the capital markets; the impact of regulation and regulatory,
investigative, and legal actions; strategic actions, including acquisitions and dispositions; future integration of acquired businesses; future
financial performance of major industries which we serve; the loss of a significant client or significant business from a client; difficulties in
completing a contract or implementing its provisions; and numerous other matters of national, regional, and global scale including those of the
political, economic, business, and competitive nature. These uncertainties may cause our actual future results to be materially different than
those expressed in our forward-looking statements. The �Risk Factors� set forth in Part I, Item 1A of this report could also cause actual results to
differ materially from the forward-looking statements.

Part I

Item 1. Business

Overview

Convergys Corporation (the Company or Convergys) is a global leader in relationship management. We provide solutions that drive more value
from the relationships our clients have with their customers. Convergys turns these everyday interactions into a source of profit and strategic
advantage for our clients. Our unique combination of domain expertise, operational excellence and innovative technologies has delivered
process improvement and actionable business insight to clients to enhance their relationships with customers.

The Company maintains an internet website at www.convergys.com. Information about the Company is available on the website, free of charge,
including the annual report filed on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission. The Company�s website and the information
contained therein are not considered as being incorporated into this Annual Report. You may read and copy any materials the Company files
with the SEC at the SEC�s public reference room at 100 F Street NE, Washington, DC 20549. The public may obtain information about the
operation of the public reference room by calling the SEC at 1-800-SEC-0330. The SEC also maintains an internet site that contains reports,
proxy and information statements, and other information regarding issuers that file electronically with the SEC. The website of the SEC is
www.sec.gov.
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The Company has a Code of Business Conduct that applies to all employees as well as our Board of Directors; a Financial Code of Ethics that
applies to our principal executive officer, principal financial and accounting officer and certain other management and senior employees; and
Governance Principles for our Board of Directors.
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The Code of Business Conduct, Financial Code of Ethics and Governance Principles, as well as the charters for the following committees of our
Board of Directors; Audit Committee, Finance Committee, Compensation and Benefits Committee and the Governance and Nominating
Committee, are posted on our website at www.convergys.com. The Company will post on our website any amendments to, or waivers of, the
Code of Business Conduct and Financial Code of Ethics. Copies of these documents will be provided free of charge upon written request
directed to Investor Relations, Convergys Corporation, 201 East Fourth Street, Cincinnati, Ohio 45202.

Business Segments

Prior to June 2010, we had three reportable segments, Customer Management, Information Management and Human Resources Management
(HR Management). In March 2010, we signed a definitive agreement to sell the HR Management line of business to NorthgateArinso, the
Human Resources division of Northgate Information Solutions Limited, for approximately $100, with $85 in cash at closing and $15 in cash
over three years. The sale substantially closed on June 1, 2010, for which we received approximately $80 in cash as well as a zero coupon note
in the principal amount of $15. The completion of the sale of certain foreign operations of the HR Management business completed during the
third and fourth quarters of 2010, resulted in a receipt of an additional $5 in cash. Final settlement of working capital adjustments resulted in
cash payments to NorthgateArinso of approximately $7 during the fourth quarter of 2010. As a result of the sale of the HR Management line of
business, the operating results and assets and liabilities related to HR Management have been reflected as discontinued operations for all periods
presented.

In connection with the sale of the HR Management line of business, we reorganized our reportable segments into two segments; Customer
Management, which provides agent-assisted services as well as self-service and technology solutions, and Information Management, which
provides business support system (BSS) solutions. These segments are consistent with the Company�s management of the business and reflect its
internal financial reporting structure and operating focus. The Board of Directors continually monitors the Company�s business and, as
appropriate, evaluates various strategies to enhance shareholder value, including by means of strategic transactions involving one or more of its
businesses. Any such transactions could occur in the future and could be material, although there can be no assurance that such transactions will
occur.

Pursuant to Rule 12b-23 under the Securities Exchange Act of 1934, as amended, the industry segment and geographic information included in
Item 8, Note 16 of the Notes to Consolidated Financial Statements, is incorporated by reference in partial response to this Item 1.

Customer Management

Convergys Customer Management partners with clients to deliver solutions that turn the customer experience into a strategic differentiator. We
combine skilled agents, analytics, and technology to provide a superior service experience for our clients� customers. Our agent assisted,
self-service and proactive care solutions are tailored to markets including communications, financial services, technology, retail, healthcare, and
government.

Every day our center-based and work-at-home agents handle millions of customer service interactions such as account service, billing inquiries
and technical support. We provide multilingual, multichannel customer care with a global service delivery infrastructure that operates 24 hours a
day, 365 days a year. Our clients benefit from our worldwide workforce located in the U.S., Canada, Latin America, Europe, India, and the
Philippines. Our solution set includes:

Customer Service
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Customer Service Solutions include comprehensive care tailored to meet our clients� specific business needs and designed to provide the end-user
customer with an
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Item 1. Business (continued)

optimal service experience. Our customer care agents typically handle inquiries on products, account service and billing, as well as dispute
resolution.

Customer Retention

Customer Retention Solutions leverage analytics to optimize the level of customer satisfaction, build customer loyalty and address customer
attrition. Our programs are designed to help our clients retain their customers and increase their lifetime value.

Sales

Sales Solutions focus on securing new customers and increasing revenue per contact using customized up-sell and cross-sell strategies for
consumers. Our solutions help increase offer rates and maximize sales conversions rates. In addition, we offer Direct Response Solutions to
address the customer support needs of direct response marketers.

Technical Support

Technical Support Solutions include tier-one, tier-two and tier-three advanced services. Either online or by phone, our services span from simple
�how-to� inquiries from new users to sophisticated trouble-shooting and technical support with experience supporting hardware, software, and IT
infrastructure questions.

Social Interaction

Social Interaction Solutions help clients leverage their customers� social media communications and take customer engagement to a new level.
With our framework, clients can attract and retain customers by using social media to complement traditional service channels.

Collections Management

Collections Management supports all stages from pre-treatment to post-charge-off. We bring skilled talent and analytics-based technology that
focus on accounts with the highest potential return to maximize collections results.

Back Office

Back Office Solutions include email, chat and other non-voice customer support services. Examples include correspondence processing, account
maintenance, data entry, billing changes, order provisioning, and dispute processing.

Business-to-Business
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Business-to-Business Solutions include inside sales and account management, marketing campaigns, customer service and self-service
programs. Focused on the needs of the business-to-business market, Convergys offers a way to expand the reach of our clients� sales force by
working with current customers, tapping new or under-served markets, or improving the effectiveness of channel partnerships.

Customer Experience Applied Analytics

Customer Experience Applied Analytics Solutions combine analytic tools, processes, and expertise to understand customers� experiences and
incorporate operational changes to drive revenue, reduce costs, and improve satisfaction. Our practice focuses on customer experience
optimization, satisfaction, loyalty research, and program performance analytics.

Intelligent Interactions Technology

Intelligent Interaction Solutions support the customer interaction lifecycle, from proactive service to self-service to assisted service, and include
technologies such as voice portals and speech automation, real-time decisioning, web-based service channels, identity verification, and enhanced
analytics.

Our technology portfolio includes:

� Intelligent Automation�Cost-effective, consistent customer interactions are enabled by centralized business policy management using
Convergys� Dynamic Decisioning Solution platform. This highly scalable solution captures events, evaluates policies, and executes actions
based on these policies in real time. Customized applications address our client�s specific pain points, such as effectively managing customer
credits.

� Intelligent Self-Service�Customer self-service is most effective when it is personalized with dynamic

4  Convergys Corporation 2010 Annual Report
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menus and intelligent prompting. Convergys� Intelligent Voice Portal can be integrated with the Dynamic Decisioning Solution platform to
use enterprise-wide customer information to create a highly personalized speech self-service experience.

� Intelligent Notification�Proactive multichannel outbound notification services ensure that customers, subscribers, employees, and partners
have the latest account and service information. Convergys� flexible, extensible framework is capable of supporting multiple
communications channels, including voice, text message and email, to deliver real-time notification via end users� preferred channels.

� Intelligent Assisted Service�On-demand Convergys eService Solution offers web self-service capabilities to address customers� increasing
desire to find answers online. When live agent assistance is required, this solution provides agent desktop tools such as email, chat and
co-browse, which all share a self-learning knowledge base to promote a consistent customer experience. Incident management tracking
allows agents to track previous service interactions across all interaction channels.

� Professional Services�Our customer experience optimization experts design, deliver and support comprehensive end-to-end contact center
solutions that cater to our clients� unique business needs.

For flexibility, we offer our clients a wide range of delivery options, including on-demand, hosted, on-premises, or as a managed service model.

Information Management

Information Management provides convergent billing and business support system (BSS) solutions and services that help our clients configure
and deploy mission-critical cost-effective technologies to better understand, sell to and serve their customers. These solutions, which comprise
software, partner products, integration and business consulting services, draw on a strong telecommunication and cable heritage and operational
expertise to enable service providers to meet their business goals.

The Information Management Smart Suite is organized into three functional areas: revenue management, product and order management, and
customer care management.

Revenue Management Solutions

Smart Solutions for revenue management enable the creation of compelling service bundles to differentiate offers in the marketplace. Advanced
real-time capabilities drive revenue generation from all customer segments, regardless of payment type. Our revenue management solutions and
software applications include:

Rating and Billing Manager

Rating and Billing Manager is a highly scalable, reliable and fully convergent real-time charging, rating and billing management system.
Network and event agnostic, Rating and Billing Manager support all existing and next-generation services across multiple vertical markets.

Collections Manager

Collections Manager is an automated, in-house collections system that enables service providers to be the sole owners of all collected revenue.

Active Mediation

Active Mediation seamlessly bridges many protocols and/or data formats to meet convergent mediation business requirements.

Edgar Filing: CONVERGYS CORP - Form 10-K

Table of Contents 12



ICOMS

Convergys� Integrated Communications Operations Management System (ICOMS) provides end-to-end billing and subscriber management
specifically for the broadband convergent video, high-speed data and telephony markets.

Product and Order Management Solutions

With Smart Solutions for product and order management, service providers are better-placed to manage the increasing complexity of a growing
and dynamic product and service portfolio. These solutions help clients quickly respond to new market demands by launching new
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Item 1. Business (continued)

segment-specific offers in alignment with their own pre-defined business and service rules. Convergys� product and order management solutions
and software applications include:

Product Control Manager

Product Control Manager enables service providers to effectively manage products across all network and service domains, shorten
time-to-market for new convergent offers and reduce the costs associated with managing a complex product portfolio.

Shopping and Ordering Solution

Convergys� Shopping and Ordering Solution is designed specifically to help service providers to manage the growing complexities of the
shopping and order capture process for convergent services.

Service Fulfillment Manager

Service Fulfillment Manager is a highly flexible solution that orchestrates and manages order-handling activities for all services.

Service Activation Manager

Service Activation Manager provides fast, reliable services activation. It is an adaptor platform that activates any service on any network, for any
underlying technology.

Customer Care Management Solutions

Smart Solutions for customer care management enable service providers to deliver a superior customer experience. These solutions provide
significant flexibility for service providers to offer products and services through any channel the customer chooses and to strike the optimal
balance of CSR and self-service care to increase customer satisfaction, loyalty and profits. Convergys� customer care management solutions and
software applications include:

Convergys Smart Communications Suite powered by Microsoft

A result of the strategic relationship announced in February 2010 between Convergys and Microsoft, the Convergys Smart Communications
Suite powered by Microsoft is a comprehensive business support system (BSS) that combines the Convergys proven Smart Suite applications
with Microsoft�s leading technology and CRM capabilities. Built and optimized for the global communications and utilities markets, the solution
supports true convergence regardless of service type, payment method, delivery network and/or sales model. The suite is delivered and
supported directly by Convergys and our global network of preferred channel partners.

Edgar Filing: CONVERGYS CORP - Form 10-K

Table of Contents 14



As part of the Smart Communications Suite, Convergys and Microsoft are jointly developing new applications including the Convergys
Customer Relationship Manager (CRM). Built on two proven solutions, the Microsoft Dynamics CRM 2011 and the Convergys next-generation
Shopping & Ordering, the Convergys CRM is a pre-integrated and pre-configured operational CRM that supports Marketing, Sales and
Customer Service in a single CRM solution with a 360-degree view of the customer across all support/sales channel.

Customer Service Manager

Customer Service Manager provides automated end-to-end order orchestration and sophisticated human factors engineering to meet and exceed
subscriber, order and customer care needs.

Inventory Manager

Inventory Manager provides enterprise-wide functionality to ensure comprehensive, centralized insight into widespread logical and physical
inventory items throughout the inventory lifecycle.

Field Service Manager

Field Service Manager enables service providers to predict service demand, then plan, schedule and execute service delivery to maximize value
across their extended enterprise.
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Dynamic Decisioning and Customer Intelligence Solution

Convergys� unique Dynamic Decisioning and Customer Intelligence Solution enables service providers to drive more personalized customer
interactions and empower CSRs with real-time decision-making tools and a policy engine.

Managed Billing Services

Convergys� Managed Billing Services is a cost-efficient way of modernizing billing and customer care infrastructure to drive revenues and enrich
customer experience. These services enable service operators to minimize capital expenditures, make IT operational costs more predictable,
streamline system administration, and boost organizational productivity and effectiveness.

To match the different business requirements of operators Convergys offers three unique managed billing services:

1. Hosted Managed Billing Services, where infrastructure is located at Convergys� data centers and software and services are
completely managed by Convergys employees 24 hours a day, seven days a week.

2. Managed Billing Services/Client-hosted Operations, where the operator owns the infrastructure and Convergys provides complete
operational support for all BSS applications.

3. Build - Operate - Transfer (BOT) Service, where the solution is initially built and operated by Convergys, then when required,
transferred to the operator.

Strategy

Our strategy is to enable our clients to gain more value from their relationships with their customers. We do this by providing clients
comprehensive relationship management solutions. The value we create drives improved business performance and a sustainable competitive
advantage for our clients. Key elements of our strategy include:

Deliver a Differentiated Value Proposition to Clients. As a global leader in relationship management, Convergys provides solutions that drive
more value from the relationships our clients have with their customers. Convergys turns these everyday customer interactions into a source of
profit and strategic advantage for our clients. Our differentiated customer management and revenue management solutions include a
comprehensive suite of products and services. Our customer management solutions combine skilled agents staffed around the world, our deep
expertise in analytics and customer management processes, and a global infrastructure of technology (i.e., speech, IVR, web, and e-mail) to
enable intelligent handling of customer interactions. We offer a variety of delivery models for our customer management solutions including
outsourced services (on-shore, off-shore or home agent) and hosted infrastructure (on-premises or off-premises). Our revenue management
solutions address the critical revenue, product and order management, and customer care needs of clients in the communications and utilities
industries. We serve a diverse and loyal client base, including many Fortune 50 and other large multinational enterprises, in a host of industries
with concentration in the telecommunications, financial services, technology, retail, healthcare, and government verticals.

Invest in Our Business to Expand our Addressable Markets and Strengthen our Solutions: Our growth strategy is to continue to broaden and
deepen our offer portfolio to provide our clients with comprehensive relationship management solutions. We will invest in the business as
required (e.g., to acquire new capabilities, to expand into new global locations, and to employ new personnel with desired talent) to expand our
addressable markets. We continue to identify and operate in attractive markets where we can effectively provide differentiated value and deliver
superior returns. We intend to expand our capabilities, technology, partners, workforce and operations
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Item 1. Business (continued)

globally to continually strengthen our ability to successfully serve and satisfy the demands of our multinational clients. We will invest in
research and development to deliver unique and innovative solutions.

Expand Our Relationships with Existing Clients and Aggressively Grow Our Client Base. We focus on delivering good value to our clients to
maintain and grow our base business and maximize our return on our sales, marketing and R&D investments. Our intent is to grow by
cross-selling and expanding our solutions footprint within our client�s organization. Our client renewal rates are very high, reflecting a high
degree of satisfaction and stability in our client base. We believe that the global market for relationship management solutions is large and
underserved, and we intend to continue to aggressively pursue new client opportunities within this market, as well.

Sustain Our High-Performance Culture to Drive Business Results. We believe that people drive performance and we are committed to hiring
and retaining the best performers worldwide and ensuring that they are committed to the success of our clients. Our competencies include our
proven strength in recruiting, training, equipping, deploying and effectively managing very large groups of people with diverse skills on a global
basis (people), expertise in operations and cost-effective service delivery (process), and design, development and delivery of innovative, scalable
transaction and interaction applications (technology). We adhere to the principles of strategic HR, including emphasizing collaboration, goal
alignment, pay for performance, continuous improvement and focus on accountability and results. We believe this approach drives superior
execution, enabling us to consistently deliver significant value to our customers.

Clients

Both our Customer Management and Information Management segments derive significant revenues from AT&T Inc. (AT&T), our largest
client. Revenues from AT&T were 21.4%, 23.1%, and 20.0% of our consolidated revenues for 2010, 2009, and 2008, respectively.

Customer Management

Our Customer Management segment principally focuses on developing long-term strategic outsourcing relationships with large companies in
customer-intensive industries and governmental agencies. We focus on these types of clients because of the complexity of services required, the
anticipated growth of their market segments and their increasing need for more cost-effective customer management services. In terms of
Convergys� revenues, our largest Customer Management clients during 2010 were AT&T, Citigroup, Comcast Corporation (Comcast), the
DirecTV Group, Inc. (DirecTV) and The United States Postal Service.

Information Management

Our Information Management segment serves clients principally by providing and managing complex BSS services that address all segments of
the communications industry. In terms of Convergys� revenues, our largest Information Management clients during 2010 were AT&T, Cincinnati
Bell, Inc., Cox Communications, Leap Wireless International, Inc. and Time Warner, Inc.

Operations
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We operate over 65 contact centers averaging approximately 72,000 square feet per center, with approximately 42,000 production workstations
with 24 hours a day, 365 days a year availability. Our contact centers are located in various parts of the world including the United States, the
Philippines, India, Canada, the U.K., Costa Rica and Colombia. New contact centers are established to accommodate anticipated growth in
business or in response to a specific customer need. We continue to add contact center capacity in the Philippines and Latin America to
accommodate client needs.

Our contact centers employ a broad range of technology including digital switching, intelligent call routing and tracking, proprietary workforce
management systems, case management tools, proprietary software systems, computer telephony integration, interactive voice response,
advanced speech recognition, web-based tools and relational database management systems. This
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technology enables us to improve our call, web and e-mail handling and personnel scheduling, thereby increasing our efficiency and enhancing
the quality of the services we deliver to our clients and their customers and employees. With this technology, we are able to respond to changes
in client call volumes and move call volume traffic based on agent availability. Additionally, we use this technology to collect information
concerning the contacts, including number, response time, duration and results of the contact. This information is reported to the client on a
periodic basis for purposes of monitoring quality of service and accuracy of the related billing.

We operate two primary data centers, one in Orlando, Florida, and the other in Cincinnati, Ohio, comprising, in total, approximately 170,000
square feet of space. Our technologically advanced data centers provide 24 hours a day, 365 days a year availability (with redundant power and
communication feeds and emergency power back-up) and are designed to withstand most natural disasters.

The capacity of our data center and contact center operations, coupled with the scalability of our BSS and customer management solutions,
enable us to meet initial and ongoing needs of large-scale and rapidly growing companies and government entities. By employing the scale and
efficiencies of common application platforms, we are able to provide client-specific enhancements and modifications without incurring many of
the costs of a full custom application. This allows us to be in a position to be a value-added provider of billing, customer and employee support
products and services.

Technology, Research and Development

We intend to continue to emphasize the design, development and deployment of scalable billing and customer management systems to increase
our market share, both domestically and internationally. During 2010, 2009, and 2008, we spent $56.2, $74.2, and $54.9, respectively, for
research and development to advance the functionality, flexibility and scalability of our products and services. The majority of this spending has
been incurred in Information Management and reflects our commitment to further develop our solutions. To drive down costs, we are being
more selective in our approach to research and development spending, focusing our efforts on only what we consider the highest impact areas
for our clients. We are also better leveraging our off-shore resources. For our Customer Management segment, success depends, in part, on our
advanced technology used in the delivery of services to clients. As a result, we continue to invest in the enhancement and development of our
contact center technology.

Our intellectual property consists primarily of business methods and software systems. To protect our proprietary rights, we rely primarily on a
combination of U.S. and foreign copyright, trade secret and trademark laws, confidentiality agreements with employees and third parties and
protective contractual provisions such as those contained in licenses and other agreements with consultants, suppliers, strategic partners and
clients.

We own 168 patents, 145 of which relate to Customer Management and 23 of which relate to Information Management. Patents protect our
technology and business methods that we use both to manage our internal systems and processes effectively and give us competitive advantages
in developing innovative technologies to provide customer management, and billing services to our clients. The first of these patents was issued
in October 1992, while the most recent patent was granted in November 2010. These patents generally have a life of 17 years, although the life
for some patents issued before June 8, 1995 can extend to approximately 20 years in certain instances. Additional applications for U.S. and
foreign patents currently are pending.

Our name and logo and the names of our primary software products are protected by their historic use and by trademarks and service marks that
are registered or pending in the U.S. Patent and Trademark Office and under the laws of more than 50 foreign countries.
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Items 1. (continued) and 1A.

Employees

As of December 31, 2010, we employed approximately 70,000 people, approximately 65,000 of whom work for Customer Management,
approximately 3,000 of whom work for Information Management, with the remainder working in various corporate functions.

Competition

The industries in which we operate are extremely competitive. Our competitors include: (i) other customer management companies, such as
Accenture Ltd. (Accenture), APAC Customer Services Inc., IBM, SITEL Corp., Sykes Enterprises Inc., Teleperformance, TeleTech Holdings
Inc., and West Corporation; and (ii) other BSS services companies such as Amdocs Ltd., Comverse Technology Inc., Oracle Corporation and
CSG Systems International Inc. In addition, niche providers or new entrants could capture a segment of the market by developing new systems
or services that could impact our market potential.

Interests in Cellular Partnerships

The Company owns a 33.8% limited partnership interest in the Cincinnati SMSA Limited Partnership, a provider of wireless communications in
central and southwestern Ohio and northern Kentucky, and a 45.0% interest in the Cincinnati SMSA Tower Holdings LLC, an operator of
cellular tower space (the Cellular Partnerships). We account for our interests in the Cellular Partnerships under the equity method of accounting.
Refer to Note 2 and Note 5 of the Notes to Consolidated Financial Statements for more details related to these partnerships.

Item 1A. Risk Factors

Client consolidations could result in a loss of clients and adversely affect our operating results.

We serve clients in industries that have experienced a significant level of consolidation. We cannot assure that additional consolidations will not
occur in which our clients acquire additional businesses or are acquired themselves. Such consolidations may result in the termination of an
existing client contract, which could have an adverse effect on our operating results.

AT&T, our largest client, has completed migrating its subscribers from the legacy wireless billing system that we supported through a managed
services agreement onto AT&T�s other wireless billing system. In addition, AT&T acquired several other Convergys clients, resulting in their
migration to the other billing system. The loss of revenue resulting from the AT&T related migrations was approximately $38 in 2010 compared
to our 2009 Information Management revenues. In September 2005, Sprint PCS, a large data processing outsourcing client, completed its
acquisition of Nextel Communications. In 2006, Sprint Nextel informed us that it intended to consolidate its billing systems onto a competitor�s
system. The migration began in 2006 and was fully completed during 2009. Revenues from Sprint Nextel were down approximately $8 for 2010
compared to the corresponding period last year.
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A large portion of our revenue is generated from a limited number of clients in the communications industry, and the loss of one or more of our
clients, or weakness in the communications industry, could cause a reduction in our revenues and earnings.

Our three largest clients, as discussed under the section above titled �Client Concentration,� collectively represented 37.6% of our revenues for
2010. Our relationship with AT&T is represented by separate contracts/work orders with Customer Management and Information Management.
Our relationships with DirecTV and Comcast Corporation are represented by contracts with Customer Management. We do not believe that it is
likely that our entire relationship with AT&T would terminate at one time; and, therefore, we are not substantially dependent on any particular
contract/work order. However, the loss of all of the contracts/work orders with a particular client at the same time or the loss of one or more of
the larger contracts/work orders with a client would adversely affect our total revenues if the revenues from such client were not replaced with
revenues from that client or other clients. Our revenues and earnings would also be
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negatively impacted by general weakness or slowdown in the communications industry.

A large portion of our accounts receivable is payable by a limited number of clients and the inability of any of these clients to pay its accounts
receivable could cause a reduction in our revenues and earnings.

Several significant clients account for a large percentage of our accounts receivable. As of December 31, 2010, our largest clients, AT&T,
DirecTV and Comcast Corporation, collectively accounted for 25.8% of our accounts receivable. During the past five years, each of these clients
has generally paid its accounts receivable on a timely basis, and write-downs that we have incurred in connection with such accounts receivable
were consistent with write-downs that we incurred with other clients. We anticipate that several clients will continue to account for a large
percentage of our accounts receivable. Although we currently do not expect payment issues with any of these clients, if any of them were unable
or unwilling, for any reason, to pay our accounts receivable, our income would decrease. We have several important clients that are in industries,
including automotive, that have been severely impacted by the current global economic slowdown. We also carry significant receivable balances
with other clients whose declaration of bankruptcy could decrease our income. In addition, our income could be materially impacted by a
number of small clients declaring bankruptcy in a short period of time.

If our clients are not successful, the amount of business that they outsource and the prices that they are willing to pay for such services may
diminish and could result in a reduction of our revenues and earnings.

Our revenues depend on the success of our clients. If our clients or their specific programs are not successful, the amount of business that they
outsource may be diminished. Thus, although we have signed contracts, many of which contain minimum revenue commitments, to provide
services to our clients, there can be no assurance that the level of revenues generated by such contracts will meet expectations. This could result
in stranded capacity and additional costs. In addition, we may face pricing pressure from clients, which could negatively affect our operating
results.

We process, transmit and store personally identifiable information and unauthorized access to or the unintended release of this information
could result in a claim for damage or loss of business and create unfavorable publicity.

We process, transmit and store personally identifiable information, both in our role as a service provider and as an employer. This information
may include social security numbers, financial and health information, as well as other personal information. As a result, we are subject to
certain contractual terms, as well as federal, state and foreign laws and regulations designed to protect personally identifiable information. We
take measures to protect against unauthorized access and to comply with these laws and regulations. We use the internet as a mechanism for
delivering our services to clients, which may expose us to potential disruptive intrusions. Unauthorized access, system denials of service, or
failure to comply with data privacy laws and regulations may subject us to contractual liability and damages, loss of business, damages from
individual claimants, fines, penalties, criminal prosecution and unfavorable publicity, any of which could negatively affect our operating results
and financial condition. In addition, third party vendors that we engage to perform services for us may have an unintended release of personally
identifiable information.

Our ability to deliver our services is at risk if the technology and network equipment that we rely upon is not maintained or upgraded in a timely
manner.
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Technology is a critical foundation in our service delivery. We utilize and deploy internally developed and third party software solutions across
various hardware environments. We operate an extensive internal voice and data network that links our global sites together in a multi-hub
model that enables the rerouting of traffic. Also, we rely on
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Item 1A. Risk Factors (continued)

multiple public communication channels for connectivity to our clients. Maintenance of and investment in these foundational components are
critical to our success. If the reliability of technology or network operations falls below required service levels, or a systemic fault affects the
organization broadly, business from our existing and potential clients may be jeopardized and cause our revenue to decrease.

Emergency interruption of data centers and contact centers could have a materially adverse effect on our financial condition and results of
operations.

In the event that we experience a temporary or permanent interruption at one or more of our data or contact centers, through casualty, operating
malfunction or other causes, we may be unable to provide the data services we are contractually obligated to deliver. This could result in us
being required to pay contractual damages to some clients or to allow some clients to terminate or renegotiate their contracts. Notwithstanding
disaster recovery and business continuity plans and precautions instituted to protect our clients and us from events that could interrupt delivery
of services (including property and business interruption insurance that we maintain), there is no guarantee that such interruptions would not
result in a prolonged interruption in our ability to provide support services to our clients or that such precautions would adequately compensate
us for any losses we may incur as a result of such interruptions.

Defects or errors within our software could adversely affect our business and results of operations.

Design defects or software errors may delay software introductions or reduce the satisfaction level of clients and may have a materially adverse
effect on our business and results of operations. Our software is highly complex and may, from time to time, contain design defects or software
errors that may be difficult to detect and/or correct. Since both our clients and we use our software to perform critical business functions, design
defects, software errors or other potential problems within or outside of our control may arise from the use of our software. It may also result in
financial or other damages to our clients, for which we may be held responsible. Although our license agreements with our clients may often
contain provisions designed to limit our exposure to potential claims and liabilities arising from client problems, these provisions may not
effectively protect us against such claims in all cases and in all jurisdictions. Claims and liabilities arising from client problems could result in
monetary damages to us and could cause damage to our reputation, adversely affecting our business and results of operations.

If the global trend toward outsourcing does not continue, our financial condition and results of operations could be materially affected.

Revenue growth depends, in large part, on the trend toward outsourcing, particularly as it relates to our Customer Management operations.
Outsourcing involves companies contracting with a third party, such as Convergys, to provide customer management services rather than
performing such services in-house. There can be no assurance that this trend will continue, as organizations may elect to perform such services
in-house. A significant change in this trend could have a materially adverse effect on our financial condition and results of operations.

We are susceptible to business and political risks from domestic and international operations that could result in reduced revenues or earnings.
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We operate a global business and have facilities located throughout North and South America, Europe, the Middle East and the Asian Pacific
region. As part of our strategy, we plan to capture more of the international BSS and customer management markets. Additionally, North
American companies require off-shore customer management outsourcing capacity. As a result, we expect to continue expansion through
start-up operations and acquisitions in foreign countries. Expansion of our existing international operations and entry into additional
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countries will require management attention and financial resources. In addition, there are certain risks inherent in conducting business
internationally including: exposure to currency fluctuations, longer payment cycles, greater difficulties in accounts receivable collection,
difficulties in complying with a variety of foreign laws, changes in legal or regulatory requirements, difficulties in staffing and managing foreign
operations, political instability and potentially adverse tax consequences. To the extent that we are adversely affected by these risks, our business
could be adversely affected and our revenues and/or earnings could be reduced.

In addition, there has been political discussion and debate related to worldwide competitive sourcing, labor-related legislation and
information-flow restrictions, particularly from the United States to off-shore locations. Federal and state legislation has been proposed that
relates to this issue. Future legislation, if enacted, could have an adverse effect on our results of operations and financial condition. In particular,
proposed legislation, known as the Employee Free Choice Act, if enacted in its current form or a similar variation thereof, could make it easier
for union organizing drives to be successful and could give third party arbitrators the ability to impose terms of collective bargaining upon both
the Company and a labor union if the parties are unable to agree to the terms of a collective bargaining agreement within specified timelines.
Additionally, healthcare reform and other healthcare related legislation and regulation could adversely affect our results of operations and
financial condition.

Our earnings are affected by changes in foreign currency.

Customer Management serves an increasing number of its U.S.-based clients using contact center capacity in the Philippines, India, Latin
America and Canada. More than half of our approximately 65,000 contact center employees are located outside the United States. Although the
contracts with these clients are typically priced in U.S. dollars, a substantial portion of the costs incurred by Customer Management to render
services under these contracts is denominated in Philippine pesos, Indian rupees or Canadian dollars, which represents a foreign exchange
exposure to the Company. We enter into forward exchange contracts and options to limit potential foreign currency exposure. As the U.S. dollar
weakens the operating expenses of these contact centers, translated into U.S. dollars, increase. It is intended that the increase in operating
expenses will be partially offset by gains realized through the settlement of the hedged instruments. As the derivative instruments that limit our
potential foreign currency exposures are entered into over a period of several years, the overall impact to earnings will be determined by both the
timing of the derivative instruments and the movement of the U.S. dollar. In addition to the impact on our operating expenses that support
dollar-denominated Customer Management contracts, changes in foreign currency impact the results of our international business units that are
located outside of North America.

If we do not effectively manage our capacity, our results of operations could be adversely affected.

Our ability to profit from the global trend toward outsourcing depends largely on how effectively we manage our Customer Management contact
center capacity. In order to create the additional capacity necessary to accommodate new or expanded outsourcing projects, we may need to
open new contact centers. The opening or expansion of a contact center may result, at least in the short term, in idle capacity until we fully
implement the new or expanded program. Expanded use of home agents is helping to mitigate this risk. We periodically assess the expected
long-term capacity utilization of our contact centers. As a result, we may, if deemed necessary, consolidate, close or partially close
under-performing contact centers to maintain or improve targeted utilization and margins. There can be no guarantee that we will be able to
achieve or maintain optimal utilization of our contact center capacity.
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Item 1A. Risk Factors (continued)

As part of our effort to consolidate our facilities, we seek to sublease a portion of our surplus space, if any, and recover certain costs associated
with it. To the extent that we fail to sublease such surplus space, our expenses will increase.

If we are unable to hire or retain qualified personnel in certain areas of our business, our ability to execute our business plans in those areas
could be impaired and revenues could decrease.

We employ approximately 70,000 employees worldwide. At times, we have experienced difficulties in hiring personnel with the desired levels
of training or experience. Additionally, in regard to the labor-intensive business of Customer Management, quality service depends on our ability
to retain employees and control personnel turnover. Any increase in the employee turnover rate could increase recruiting and training costs and
could decrease operating effectiveness and productivity. We may not be able to continue to hire, train and retain a sufficient number of qualified
personnel to adequately staff new client projects. Because a significant portion of our operating costs relates to labor costs, an increase in wages,
costs of employee benefits or employment taxes could have a materially adverse effect on our business, results of operations or financial
condition.

Natural events, war and terrorist attacks or other civil disturbances could lead to economic weakness and could disrupt our operations resulting
in a decrease of our revenues and earnings.

In the recent past, natural events, war and terrorist attacks have caused uncertainty in the global financial markets and economy. Additional
natural events, attacks and wars could contribute to economic instability in the United States and disrupt our operations in the U.S. and abroad.
Such disruptions could cause service interruptions or reduce the quality level of the services that we provide, resulting in a reduction of our
revenues. These activities may also cause our clients to delay or defer decisions regarding their use of our services and, thus, delay receipt of
additional revenues. In addition, natural events, war and terrorist attacks in other regions could disrupt our operations and/or create economic
uncertainty with our clients, which could cause a reduction in revenues and earnings.

General economic and market conditions may adversely affect our financial condition, cash flow and results of operations.

Our results of operations are affected directly by the level of business activity of our clients, which in turn are affected by the level of economic
activity in the industries and markets that they serve. Economic slowdowns in some markets, particularly in the United States, may cause
reductions in technology and discretionary spending by our clients, which may result in reductions in the growth of new business as well as
reductions in existing business. If our clients enter bankruptcy or liquidate their operations, our revenues could be adversely affected. There can
be no assurance that weakening economic conditions throughout the world will not adversely impact our results of operations, cash flow and/or
financial position. Further deterioration in equity markets will reduce the funded status of our pension plan, which will increase future required
contributions. Reduced demand for our services could increase price competition.

We need to maintain adequate liquidity in order to have sufficient cash to meet operating cash flow requirements and to repay maturing debt
and other obligations. If we fail to comply with the covenants contained in our various borrowing agreements, it may adversely affect our
liquidity, results of operations and financial condition.
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Our liquidity is a function of our ability to successfully generate cash flows from a combination of operations and access to capital markets. As
of December 31, 2010, total cash and cash equivalents was $186.1. We believe our liquidity (including operating and other cash flows from
operations that we expect to generate) will be sufficient to meet operating requirements and required debt repayments for the next twelve
months; however, our ability to maintain sufficient liquidity going forward depends on our ability to generate cash from operations
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and access capital markets. As further described in the �Capital Resources� section of the Management Discussion and Analysis, our $400.0
revolving credit agreement contains certain restrictive covenants. At December 31, 2010, we were in compliance with all covenants in the
agreements.

Our results of operations could be adversely affected by litigation and other commitments and contingencies.

The Company faces risks arising from various unasserted and asserted litigation matters, including, but not limited to, commercial, securities
law, tax and patent infringement claims. Unfavorable outcomes in pending litigation matters, or in future litigation, could negatively affect us.
Aggressive plaintiffs� counsel often file litigation on a wide variety of allegations, and even when the allegations are groundless, we may need to
expend considerable funds and other resources to respond to such litigation.

In the ordinary course of business, we may make certain commitments, including representations, warranties and indemnities relating to current
and past operations, including those related to acquired or divested businesses and issue guarantees of third party obligations.

The Company reviews its tax activities and evaluates uncertain tax positions using a two-step approach. The first step is to evaluate the tax
position for recognition by determining whether the weight of available evidence indicates that it is more likely than not that the position will be
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to measure the tax benefit, which is
the largest amount that is more than 50% likely of being realized upon ultimate settlement. The Company�s policy is to recognize interest and
penalties accrued on unrecognized tax benefits as part of income tax expense. Significant judgment is required in determining our liability for
uncertain tax positions. The application of tax laws and regulations is subject to legal and factual interpretation, judgment and uncertainty. Tax
laws and regulations themselves are subject to change as a result of changes in fiscal policy, changes in legislation, the evolution of regulations
and court rulings. Therefore, the actual liability for U.S. or foreign taxes may be significantly different from our estimates, which could result in
the need to record additional tax liabilities or potentially reverse previously recorded tax liabilities. We believe that we make a reasonable effort
to ensure accuracy in our judgments and estimates.

If we were required to make payments as a result of any of these matters, they could exceed the amounts accrued, thereby adversely affecting
our results of operations, cash flows, financial condition, or business.

Reform of U.S. health care laws and regulations may adversely affect our financial performance.

In March 2010, the President signed into law The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation
Act of 2010 (collectively referred to as the Health Insurance Reform Legislation). Certain provisions of this law became effective during 2010
and additional provisions of the Health Insurance Reform Legislation will become effective over the next several years. Further, regulations and
interpretive guidance on some provisions of the Health Insurance Reform Legislation have been issued to date by the Department of Health and
Human Services, the Department of Labor and the Treasury Department and we expect future regulations to be promulgated to implement
additional provisions of the Health Insurance Reform Legislation. Therefore, there are many significant provisions of the Health Insurance
Reform Legislation that will require additional guidance and clarification in the form of regulations and interpretations in order to fully
understand its impact on our business. The Health Insurance Reform Legislation is likely to have an impact on the costs of the health care
benefits we provide to our employees and retirees. The actual impact of the Health Insurance Reform Legislation cannot be determined at this
time. As the Health Insurance Reform Legislation and its supporting regulations become effective, there may be costs to our business and an
impact on employee retention that could have an adverse business impact.
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Item 1A. Risk Factors (continued)

Our failure to successfully integrate or acquire businesses could cause our business to suffer.

Our expansion and growth may be dependent in part on our ability to make acquisitions. The risks we face related to acquisitions include that we
could overpay for acquired businesses, face integration challenges, have difficulty finding appropriate acquisition candidates, and any acquired
business could significantly under-perform relative to our expectations. If acquisitions are not successfully integrated, our revenues and
profitability could be adversely affected as well as adversely impact our reputation. Our Board of Directors reviews our businesses, including
acquired businesses, on an ongoing basis to assess how and to what extent they contribute to our strategic goals. Businesses that they determine
are not strategic could be divested at any time.

Our debt ratings are not considered investment grade.

Our debt is rated by both Moody�s and Standard and Poor�s as below investment grade. This could impact our ability to raise capital in the future
as well as increase borrowing costs. In addition, prospective clients and vendors may be less willing to do business with a provider with higher
perceived credit risk or demand more onerous terms.

We may incur additional non-cash goodwill impairment charges in the future.

As described in Note 6 of the Notes to Consolidated Financial Statements, we test goodwill for impairment annually as of October 1 and at other
times if events have occurred or circumstances exist that indicates the carrying value of goodwill may no longer be recoverable. During 2010,
the Company recorded a non-cash goodwill impairment charge of $166.5. There can be no assurances that we will not incur charges in the
future, particularly in the event of a prolonged economic slowdown.

Our accounting for our long-term contracts requires using estimates and projections that may change over time. Such changes may have a
significant or adverse effect on our reported results of operations and Consolidated Balance Sheet.

Projecting contract profitability on our long-term outsourcing contracts requires us to make assumptions and estimates of future contract results.
All estimates are inherently uncertain and subject to change. In an effort to maintain appropriate estimates, we review each of our long-term
outsourcing contracts, the related contract reserves and intangible assets on a regular basis. If we determine that we need to change our estimates
for a contract, we will change the estimates in the period in which the determination is made. These assumptions and estimates involve the
exercise of judgment and discretion, which may also evolve over time in light of operational experience, regulatory direction, developments in
accounting principles and other factors. Further, initially foreseen effects could change over time as a result of changes in assumptions, estimates
or developments in the business or the application of accounting principles related to long-term outsourcing contracts. Any such changes may
have a significant or adverse effect on our reported results of operations and Consolidated Balance Sheet.

The outsourcing and consulting markets in which we operate include a large number of service providers and are highly competitive.
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Many of our competitors are expanding the services they offer in an attempt to gain additional business. In addition, new competitors, alliances
among competitors or mergers of competitors could emerge and gain significant market share and some of our competitors may have or may
develop a lower cost structure, adopt more aggressive pricing policies or provide services that gain greater market acceptance than the services
that we offer or develop. Large and well-capitalized competitors may be able to better respond to the need for technological changes faster, price
their services more aggressively, compete for skilled professionals, finance acquisitions, fund internal growth and compete for market share. In
order to respond to increased competition and pricing pressure, we may have to lower our pricing structure, which would have an adverse effect
on our revenues and profit margin.
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Items 1A. (continued), 1B., 2., 3. and 4.

Our business performance and growth plans may be negatively affected if we are unable to effectively manage changes in the application and
use of technology.

The utilization of technology
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