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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q
%} Quarterly Report Pursuant to Section 13 or 15(d) othe Securities Exchange Act of 193
For the quarterly period ended June 30, 2008
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 193
For the transition period from to

Commission File No. 0-28274
SYKES
|

Sykes Enterprises, Incorporated

(Exact name of Registrant as specified in its @mart

Florida 56-138346C
(State or other jurisdiction of incorporation oganization) (IRS Employer Identification No

400 North Ashley Drive, Tampa, FL 33602
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area codg813) 274-1000

Indicate by check mark whether the registrant € filed all reports required to be filed by SewmtidB or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefildsuch reports), and (2) has been subject
to such filing requirements for at least the p&stays.

Yes™ NoO

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-mxcelerated filer, or a smaller report
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportingpmpany” in Rule 12t2 of the Exchan
Act. (Check one):

Large accelerated filed Accelerated filel Non-accelerated file Smaller reporting compar
(Do not check if a smaller reporting compée

Indicate by check mark whether the registraiat shell company (as defined in Rule 12b-2 offkehange Act).
YesO No

As of July 18, 2008, there were 41,233,282 outstenshares of common stock.
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PART | — FINANCIAL INFORMATION
Item 1 — Financial Statements

Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Balance Sheets
(Unaudited)

(in thousands, except per share d
Assets
Current assett
Cash and cash equivalel
Receivables, ne
Prepaid expense
Other current asse
Shor-term investment

Total current asse

Property and equipment, r
Goodwill, net

Intangibles, ne

Deferred charges and other as:

Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payabl
Accrued employee compensation and ben
Income taxes payab
Deferred revenu
Other accrued expenses and current liabil

Total current liabilities
Deferred grant
Long-term income tax liabilitie
Other lon¢-term liabilities
Total liabilities

Commitments and loss contingency (Note

Shareholder equity:

Preferred stock, $0.01 par value, 10,000 shardéwdmréd; no shares issued and outstan
Common stock, $0.01 par value, 200,000 shares angiip 41,209 and 45,537 shares iss

Additional paic-in capital
Retained earning
Accumulated other comprehensive inca

Treasury stock at cost: 60 shares and 4,697 s

Total shareholde’ equity

See accompanying notes to condensed consolidataukcfal statements.
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June 30, December 31
2008 2007
$208,40! $ 177,68:

165,62- 145,49(
11,74( 10,90t
16,32¢ 19,82¢

— 17,827

402,09! 371,73
78,54¢ 78,57¢
23,057 22,46¢

6,071 6,64¢
27,83¢ 26,05t
$537,61: $ 505,47
$ 19,10: $ 21,58¢
49,30« 46,24t
3,28¢ 4,59;
32,46( 31,82:
20,17¢ 14,13:
124,32¢ 118,37¢
9,81¢ 10,32¢
4,95¢ 6,26¢
11,22¢ 5,171
150,33( 140,15«
412 45E

154,94¢ 184,18

210,06t 195,20
22,46( 37,451

(60€) (51,979
387,28: 365,32:
$537,61: $ 505,47
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(in thousands, except for per share d
Revenue:

Operating expense
Direct salaries and related co
General and administratiy

Total operating expens:
Income from operatior

Other income (expense
Interest incomt
Interest (expense
Other income (expens

Total other income (expens

Income before provision for income tay
Provision for income taxe

Net income

Net income per shar
Basic

Diluted

Weighted average share
Basic

Diluted

See accompanying notes to condensed consolidaizacial statements.

Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended
June 30,

2008 2007
$207,62¢ $168,28:
133,70¢ 110,46:
57,35¢ 50,35!
191,06 160,81!
16,56¢ 7,46¢
1,25¢ 1,44t
(125) (155)
3,73 (63¢)
4,86¢€ 652
21,43: 8,121
3,70 1,78¢
$ 17,72¢ $ 6,33%
$ 04 $ 01I€
$ 042 $ 0.1¢€
40,59¢ 40,35¢
40,95: 40,65:

4

Six Months Ended

June 30,

2008 2007
264,68¢ 216,33t
113,77¢ 98,90¢
378,46 315,24

32,88 21,04«

3,08( 2,792

(227) (308)

4,264 (957)

7,117 1,52¢
40,00( 22,57

6,561 4,431

$ 33,43¢ $ 18,13¢
$ 0.82 $ 04F

40,54¢ 40,33!
40,86( 40,58¢
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Six Months Ended June 30, 2007, Six Months Ended Bember 31, 2007 and
Six Months Ended June 30, 2008

Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Changes in $&laolders’ Equity

(Unaudited)
Common Accumulated
Stock Additional Other
Shares Paid-in Retained Comprehensive Treasury

(In thousands Issued Amount Capital Earnings Income (Loss) Stock Total
Balance at January 1, 20 45,25¢ $452 $179,02: $158,05¢ $ 5,86¢ $(51,929) $291,47:
Adjustment upon adoption of

FIN 48 — — — (2,714 — — (2,719
Issuance of common sto 66 1 441 — — — 44z
Stock-based compensation

expense — — 2,44; — — — 2,44;
Issuance of common stock a

restricted stock under equ

award plan: 192 1 (19 — — 22 9
Issuance of common stock 1

business acquisitic 25 — 46¢ — — — 46¢
Comprehensive incornr — — — 18,13¢ 10,31¢ — 28,45:
Balance at June 30, 20 45,531 45k 182,35¢ 173,48( 16,18¢ (51,90¢) 320,57.
Issuance of common sto — — 32 — — — 32
Stock-based compensatic

expense — — 1,72¢ — — — 1,72¢
Issuance of common stock a

restricted stock under equ

award plan: — — 65 — (72 @)
Comprehensive incorr — — — 21,72¢ 21,27 — 42,99t
Balance at December 31, 2C 45,53] 45k 184,18 195,20 37,45} (51,979 365,32:
Adjustment upon adoption of

EITF 0€-10 — — — (482) — — (482)
Issuance of common sto 9C 1 1,087 — — — 1,08¢
Stock-based compensation

expense — — 2,351 — — — 2,351
Issuance of common stock a

restricted stock under equ

award plans 22¢ 2 76 — — (119 (36)
Excess tax benefit from stock-

based compensatic — — 591 — — — 591
Retirement of treasury sto (4,649 (46) (33,346 (18,099 — 51,48¢ —
Comprehensive income (los — — — 33,43¢ (14,99 — 18,44
Balance at June 30, 20 41,20¢ $412 $154,94¢ $210,06¢ $ 22,46( $ (606 $387,28:

See accompanying notes to condensed consolidaizacial statements.
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Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Cash Flows
Six months ended June 30, 2008 and 2007

(Unaudited)
(in thousands 2008 2007
Cash flows from operating activities:
Net income $ 33,43¢ $ 18,13¢
Depreciation and amortizatic 14,19¢ 12,03:
Stock compensation exper 2,351 2,44
Excess tax benefit from stc-based compensatic (591) —
Deferred income tax bene (129 (55€)
Reversals of termination costs associated withaxtivities — (56)
Foreign exchange (gain) on liquidation of foreignitges (10 4
Bad debt expense (reverse 71C (97)
Unrealized loss on financial instruments, 98t 67t
Amortization of discount on sh«-term investment 73 —
Amortization of actuarial gains on pensi (35 —
Changes in assets and liabiliti
Receivable: (16,745 (4,309
Prepaid expenst (3,03)) (2,690
Other current asse 752 (1,619
Deferred charges and other as: (86) 59k
Accounts payabl (1,179 1,83t
Income taxes receivable/payal (3,852 (2,509
Accrued employee compensation and ben 2,57¢ (27%)
Other accrued expenses and current liabil (14) (32¢
Deferred revenu 1,101 (2,377
Other lon¢-term liabilities 67E 68C
Net cash provided by operating activit 30,95: 22,59
Cash flows from investing activities:
Capital expenditure (16,249 (14,137
Proceeds from sale of property and equipn 67 55
Proceeds from release of restricted ¢ 85¢ 1,60(
Sale of sho-term investment 17,53¢ —
Purchase of lor-term investment (997) —
Investment in restricted ca — (945)
Cash paid for business acquisitic — (2,600
Other (12¢) (127)
Net cash provided by (used for) investing actigi 1,08¢ (15,159
Cash flows from financing activities:
Proceeds from issuance of stc 1,08¢ 44z
Excess tax benefit from stc-based compensatic 591 —
Net cash provided by financing activiti 1,67¢ 44z
Effects of exchange rates on cas (2,999 7,34¢
Net increase in cash and cash equivaler 30,72: 15,22¢
Cash and cash equivale— beginning 177,68: 158,58(
Cash and cash equivale— ending $208,40! $173,80¢
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Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Cash Flows
Six months ended June 30, 2008 and 2007

(Unaudited)
(Continued)
Supplemental disclosures of cash flow information:
2008 2007

Cash paid during period for intere $ 22C $ 79
Cash paid during period for income ta: $9,97¢ $6,58¢
Non-cash transaction

Property and equipment additions included in actopayable $1,48¢ $3,71:

See accompanying notes to condensed consolidataukcfal statements.
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Sykes Enterprises, Incorporated and consolidatbsidiaries (“Sykes” or the “Company”) provides autsced customer contact management
solutions and services in the business processugiag arena to companies, primarily within thenoounications, technology/consumer,
financial services, healthcare, and transportadimh leisure industries. Sykes provides flexiblghhjuality outsourced customer contact
management services (with an emphasis on inbowhiteal support and customer service), which inetudustomer assistance, healthcare
roadside assistance, technical support and pradiles to its client’s customers. Utilizing Sykedeigrated onshore/offshore global delivery
model, Sykes provides its services through multiglemunications channels encompassing phone, e¥iall and chat. Sykes complements
its outsourced customer contact management semwitiesarious enterprise support services in thé&dhStates that encompass services for a
company’s internal support operations, from tecainitaffing services to outsourced corporate hekkdervices. In Europe, Sykes also
provides fulfillment services including multilingusales order processing via the Internet and phiamentory control, product delivery and
product returns handling. The Company has operafiotwo geographic regions entitled (1) the Amasiovhich includes the United States,
Canada, Latin America, India and the Asia PacifimRn which the client base is primarily companiieshe United States that are using the
Company’s services to support their customer mamagéneeds; and (2) EMEA, which includes Europe Middle East, and Africa.

Note 1 — Basis of Presentation and Summary of Sigidant Accounting Policies

The accompanying unaudited condensed consolidateddial statements have been prepared in accagdaitic accounting principles
generally accepted in the United States of Amgfiganerally accepted accounting principles”) faleimm financial information and with the
instructions to Form 10-Q. Accordingly, they do matlude all of the information and notes requibgdgenerally accepted accounting
principles for complete financial statements. la gpinion of management, all adjustments (congjgifimormal recurring accruals) considered
necessary for a fair presentation have been indludperating results for the three and six montiged June 30, 2008 are not necessarily
indicative of the results that may be expectedafor future quarters or the year ending Decembe2@a8. For further information, refer to the
consolidated financial statements and notes theirettuded in the Company’s Annual Report on FofeKlfor the year ended December 31,
2007, as filed with the Securities and Exchange @@sion (“SEC”).

Property and Equipment — The carrying value of property and equipment thélel and used is evaluated for impairment whenevents or
changes in circumstances indicate that the cargingunt may not be recoverable in accordance viAthSSNo. 144, “Accounting for the
Impairment or Disposal of Lor-Lived Assets. An asset is considered to be impaired when time sf the undiscounted future net cash flows
expected to result from the use of the asset arelgntual disposition does not exceed its carrgimgunt. The amount of the impairment loss,
if any, is measured as the amount by which theyzagivalue of the asset exceeds its estimated/édire, which is generally determined based
on appraisals or sales prices of comparable af3etasionally, the Company redeploys property andpenent from under-utilized centers to
other locations to improve capacity utilizatioritifs determined that the related undiscountedr&utiash flows in the under-utilized centers
would not be sufficient to recover the carrying amioof these assets. The Company determined thptdperty and equipment was not
impaired as of June 30, 2008.

Short-Term Investments —Short-term investments are investments that atehhlguid, held to maturity according to the prsins of
SFAS No. 115, ‘Accounting for Certain Investments in Debt and BgS8iecurities, and have terms greater than three months, battlean
one year, at the time of acquisition. As of Decendie 2007, the Company had short-term investmefisd 7.8 million in commercial paper
(none as of June 30, 2008) with a remaining matofiless than one year. Short-term investmentganéed at amortized cost which
approximates fair value. Therefore, there wereigoificant unrecognized holding gains or losseBatember 31, 2007 or June 30, 2008.

Goodwill —The Company accounts for goodwill and other intalegassets under SFAS No. 142 (SFAS 148pbdwill and Other Intangibl
Assets.” Goodwill and other intangible assets with indeérlitves are not subject to amortization, but indteast be reviewed at least annuz
and more frequently in the presence of certairuargtances, for impairment by applying a fair vabased test. Fair value for goodwill is ba
on discounted
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Note 1 — Basis of Presentation and Summary of Sidgidant Accounting Policies — (continued)
Goodwill — (continued)

cash flows, market multiples and/or appraised \v@agappropriate. Under SFAS 142, the carryingevafiassets is calculated at the lowest
levels for which there are identifiable cash floftfse “reporting unit”). If the fair value of theperting unit is less than its carrying value, an
impairment loss is recorded to the extent thafairevalue of the goodwill within the reporting tiné less than its carrying value. The Company
completed its annual goodwill impairment test dgrihe third quarter of 2007 and determined thattreying amount of goodwill was not
impaired. The Company expects to receive futurefisrnfrom previously acquired goodwill over an défichite period of time.

Intangible Assets— Intangible assets, primarily customer relatiopshiexisting technologies and covenants not to ede@re amortized
using the straight-line method over their estimatseful lives. The Company periodically evaluatesriecoverability of intangible assets and
takes into account events or changes in circumesatiat warrant revised estimates of useful livebat indicate that impairment exists. Fair
value for intangible assets is based on discoutdsH flows, market multiples and/or appraised v&ahseappropriate. The Company does not
have intangible assets with indefinite lives.

Value Added Tax Receivables— Our Philippine operations are subject to Value Ati@lax, or VAT, which is usually applied to all gsodnd
services purchased throughout the Philippines. Ugdidation and certification of the VAT receivablby the Philippine government, the VAT
receivables are held for sale through third-partkers. This process through collection typicadligds three to five years. The VAT receivable
is approximately $7.2 million and $8.3 million asJone 30, 2008 and December 31, 2007, respectinetyof a valuation allowance of

$2.1 million and $2.7 million, respectively. As &ine 30, 2008 and December 31, 2007, the VAT rabkgs, net of the valuation allowance
$5.3 million and $6.4 million, respectively, is lnded in “Deferred Charges and Other Assets”, $illion and $0.0 million, respectively, is
included in “Other Current Assets” and $0.2 milliand $1.9 million, respectively, is included in ‘teévables’in the accompanying Conden:
Consolidated Financial Statements. We review oull V&ceivable balance for impairment whenever eventhanges in circumstances
indicate the carrying amount might not be recovieraburing the three and six months ended Jun@@08, the Company determined that a
portion of the VAT receivable balance was not rerable and wrote down the balance by $0.2 milliott $0.4 million, respectively. During
the comparable 2007 periods, the Company wrote dbeibalance by $0.1 million and $0.2 million, resgively.

Stock-Based Compensation —Fhe Company has three stock-based compensatios: phen2001 Equity Incentive Plan (for employeed an
certain non-employees), the 2004 Non-Employee Birdeee Plan (for non-employee directors), bothreypgd by the shareholders, and the
Deferred Compensation Plan (for certain eligiblgkayees), which are discussed more fully in NoteSt8ck-based awards under these plans
may consist of common stock, common stock unigksoptions, cash-settled or stock-settled stoghkepation rights, restricted stock and
other stock-based awards. The Company issues corstockto satisfy stock option exercises or vestihgtock awards.

The Company recognizes in its income statemengtéiet-date fair value of stock options and otherityepased compensation issued to
employees and directors. Compensation expense]fityebased awards is recognized over the requssiteice period, usually the vesting
period, while compensation expense for liabilityséa awards (those usually settled in cash ratlaergtock) is measured to fair-value at each
balance sheet date until the award is settled.

Foreign Currency Translation — The assets and liabilities of the Company’s fgmesubsidiaries, whose functional currency is othan the
U.S. Dollar, are translated at the exchange rategféct on the reporting date, and income and msgeare translated at the weighted average
exchange rate during the period. The net effettamfslation gains and losses is not included ierrdaining net income, but is included in
“Accumulated other comprehensive income (loss)"ichtis reflected as a separate component of shiak@tsb equity until the sale or until the
complete or substantially complete liquidationto# het investment in the foreign subsidiary. Foreigrrency

9
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Note 1 — Basis of Presentation and Summary of Sidgidant Accounting Policies — (continued)
Foreign Currency Translation — (continued)
transactional gains and losses are included inéQticome (expense)h the accompanying Condensed Consolidated Statsroé@peration:

Foreign Currency and Derivative Instruments —The Company accounts for financial derivative imstents utilizing SFAS No. 133 (SFAS
133), “Accounting for Derivative Instruments and Hedgirgivities”, as amended. The Company generally utilizes reliverable forward
contracts expiring within one to 24 months to relits foreign currency exposure due to exchangeflattuations on forecasted cash flows
denominated in non-functional foreign currenciepobl proper qualification, these contracts are actelifor as cash-flow hedges, as defined
by SFAS 133. These contracts are entered intodie@iragainst the risk that the eventual cash fi@salting from such transactions will be
adversely affected by changes in exchange ratesihgy derivative financial instruments to hedgpasures to changes in exchange rates, the
Company exposes itself to counterparty credit risk.

All derivatives, including foreign currency forwacontracts, are recognized in the balance shédeiratalue. On the date the derivative cont
is entered into, the Company determines whethedéhigative contract should be designated as aftasthedge. Changes in the fair value of
derivatives that are highly effective and desigdate

cash flow hedges are recorded in “Accumulated atberprehensive income (loss)”, until the forecastederlying transactions occur. Any
realized gains or losses resulting from the casiv fiedges are recognized together with the hedgeddction within “Revenues”. Cash flows
from the derivative contracts are classified wittash flows from operating activities” in the acgganying Condensed Consolidated
Statement of Cash Flows. Ineffectiveness is meddwaeed on the change in fair value of the forveamtracts and the fair value of the
hypothetical derivatives with terms that match ¢hiécal terms of the risk being hedged. Hedgefewfveness is recognized within
“Revenues”.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawét$ risk management objective
strategy for undertaking various hedging activitilsis process includes linking all derivativestthee designated as cash flow hedges to
forecasted transactions. The Company also fornaakgsses, both at the hedgateption and on an ongoing basis, whether theates tha
are used in hedging transactions are highly effedti offsetting changes in cash flows of hedget# on a prospective and retrospective b
When it is determined that a derivative is not higiffective as a hedge or that it has ceased ®liighly effective hedge or if a forecasted
hedge is no longer probable of occurring, the Camgmhscontinues hedge accounting prospectivehdukie 30, 2008, all hedges were
determined to be highly effective.

The Company also periodically enters into forwasdtcacts that are not designated as hedges. Tpegmiof these derivative instruments is to
reduce the effects on its operating results anld taws from fluctuations caused by volatility inrcency exchange rates. The Company rec
changes in the fair value of these derivative imagnts within “Revenues”. See Note 4 for furthéoimation on financial derivative
instruments.

Fair Value Measurements— Effective January 1, 2008, the Company adoptedtbvisions of SFAS No. 157 (SFAS 157Fdir Value
Measurement” and SFAS No. 159 (SFAS 159),The Fair Value Option for Financial Assets and Fingl Liabilities — including an
amendment to FASB Statement No. LIFAS 157, which defines fair value, establisadseamework for measuring fair value in accordance
with generally accepted accounting principles, exjplands disclosures about fair value measurem®R#sS 157 clarifies that fair value is an
exit price, representing the amount that woulddueived to sell an asset or paid to transfer dityain an orderly transaction between market
participants.

SFAS 159 permits an entity to measure certain firrdmssets and financial liabilities at fair valuigh changes in fair value recognized in
earnings each period. During the six months endad 30, 2008, the Company has not elected to eskithvalue option permitted under
SFAS 159 for any of its financial assets and fimar@bilities that are not already recorded at falue.

10
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Note 1 — Basis of Presentation and Summary of Sidgidant Accounting Policies — (continued)
Fair Value Measurements — (continued)

A description of the Company’s policies regardiag falue measurement is summarized below.

Fair Value Hierarchy— SFAS 157 requires disclosure about how fair vadugeitermined for assets and liabilities and esthési a hierarchy
for which these assets and liabilities must be geol based on significant levels of observablenobsgervable inputs. Observable inputs ref
market data obtained from independent sourcesewinibbservable inputs reflect the Company’s makstimptions. This hierarchy requires
the use of observable market data when availalhlesd two types of inputs have created the folloviéirgvalue hierarchy:

» Level 1— Quoted prices foidenticalinstruments in active marke:

» Level 2— Quoted prices fosimilar instruments in active markets; quoted prices fentital or similar instruments in markets that izoé
active; and mod-derived valuations in which all significant inpatsd significant value drivers are observable iivaanarkets

» Level 3— Valuations derived from valuation techniques inethdbne or more significant inputs or significanbneadrivers are
unobservable

Determination of Fair Valu— The Company generally uses quoted market pricesd{usted) in active markets for identical assets or
liabilities that the Company has the ability to@gsto determine fair value, and classifies swahstin Level 1. Fair values determined by
Level 2 inputs utilize inputs other than quoted keaiprices included in Level 1 that are observétighe asset or liability, either directly or
indirectly. Level 2 inputs include quoted marketps in active markets for similar assets or litibd, and inputs other than quoted market
prices that are observable for the asset or ligbllievel 3 inputs are unobservable inputs fordhset or liability, and include situations where
there is little, if any, market activity for theszs or liability.

If quoted market prices are not available, faiueals based upon internally developed valuatiohrtiegies that use, where possible, current
market-based or independently sourced market paeasysuch as interest rates, currency ratesAesets or liabilities valued using such
internally generated valuation techniques are ifladsaccording to the lowest level input or vallréver that is significant to the valuation.
Thus, an item may be classified in Level 3 evengfiothere may be some significant inputs that @aelity observable.

The following section describes the valuation mddiogies used by the Company to measure fair vadekiding an indication of the level in
the fair value hierarchy in which each asset diiliig is generally classified.

Money Market and Ope-end Mutual Funds —The Company uses quoted market prices in activéetsato determine the fair value of mo
market and open-end mutual funds, which are clasisifi Level 1 of the fair value hierarchy.

Foreign Currency Forward Contracts —Fhe Company enters into foreign currency forwandti@xts over the counter and values such
contracts using a discounted cash flows model.KByanputs include forward foreign currency exchamngtes and interest rates. The item is
classified in Level 2 of the fair value hierarchy.

Investments Held in Rabbi Trust and related Defedr€ompensation Plan Liabilit— The Company maintains a non-qualified deferred
compensation plan structured as a rabbi trustdaam eligible employees. The investment assetlBeofabbi trust are valued using quoted
market prices multiplied by the number of shardd rethe trust, which are classified in Level 1té fair value hierarchy. The related defe
compensation liability represents the fair valu¢haef investment assets discounted for the Compamngdit risk taking into consideration the
legal rights of participants to receive deferredants, which is classified in Level 2 of the fa&lwe hierarchy. For additional information
about our deferred compensation plan, refer to fN6tand 13 of the accompanying Condensed Consatdidahancial Statements.
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Note 1 — Basis of Presentation and Summary of Sidgidant Accounting Policies — (continued)
Fair Value Measurements — (continued)

Guaranteed Investment Certificates Fhe Company’s guaranteed investment certificatge bhavariable interest rate linked to the prime rat
and approximates fair value due to the automaiiityato reprice with changes in the market; sutghris are classified in Level 2 of the fair
value hierarchy.

Value Added Tax Receivable Fhe value added tax “VAT" receivable is recordedatying value (net of valuation allowances), whic
approximates fair value. The Company recognizeslaation allowance based on such factors as hisisales experience and current market
demand. Such items are classified in Level 3 ofélrevalue hierarchy.

Recent Accounting Pronouncements —n July 2006, the FASB issued FASB Interpretati8n(BIN 48), “Accounting for Uncertainty in
Income Taxe”, which clarifies the accounting for uncertaintyincome taxes recognized in the financial statémienaccordance with FASB
Statement No. 109 (SFAS 109)Atcounting for Income TaxesFIN 48 provides guidance on the financial stagaetrecognition and
measurement of a tax position taken or expectée taken in a tax return. FIN 48 also provides goi on derecognition, classification,
interest and penalties, accounting in interim pisjalisclosures, and transition. The Company addpie provisions of FIN 48 on January 1,
2007. As a result of the implementation of FIN #f& Company recognized a $2.7 million liability fmrecognized tax benefits, including
interest and penalties, which was accounted fer r@gluction to the January 1, 2007 balance ofrretia@arnings.

In September 2006, the FASB issued SFAS No. 15A8SE7), “Fair Value Measurements which defines fair value, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, arnpheas disclosures about fair value
measurements. The Company adopted the provisiocBEAS 157 on January 1, 2008. The adoption ofstaisdard did not have a material
impact on the Company’s financial condition, reswait operations or cash flows. See Note 2 — Falu&&r further information.

In March 2007, the EITF reached a consensus o INsu06-10 (EITF 06-10), Accounting for Deferred Compensation and Postrateat
Benefit Aspects of Collateral Assignment -Dollar Life Insurance ArrangementSEITF 06-10 provides guidance on the employers’
recognition of assets, liabilities and related cemgation costs for collateral assignment splitaddife insurance arrangements that provide a
benefit to an employee that extends into postrate periods. The Company adopted the provisiofSHF 06-10 on January 1, 2008. As a
result of the implementation of EITF 06-10, the @amy recognized a $0.5 million liability for a pattrement benefit obligation related to a
split dollar arrangement on behalf of its founded &ormer Chairman and Chief Executive Officer wiweas accounted for as a reduction tc
January 1, 2008 balance of retained earnings. $&= N — Pension Plan and Post-Retirement Berfefifsirther information.

In December 2007, the FASB issued SFAS No. 141deev2007) (SFAS 141R),Business Combinatiorisand SFAS No. 160 (SFAS 160), “
Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Resear#tiBiMNo. 51”. SFAS 141R will

change how business acquisitions are accounteghfbwill impact financial statements both on thguasition date and in subsequent periods.
SFAS 160 will change the accounting and reportorgiinority interests, which will be recharactedzes noncontrolling interests and
classified as a component of shareholders’ eg8iBAS 141R and SFAS 160 are effective for fiscalyéaginning after December 15, 2008
and should be applied prospectively for all bussremmbinations entered into after the date of ddopHowever, the presentation and
disclosure requirements of SFAS 160 will be applietdospectively for all periods presented. The @any is currently evaluating the impact
of adopting the presentation and disclosure promsbf SFAS 160 on its financial condition, resolft®perations and cash flows.

In March 2008, the FASB issued SFAS No. 161 (SFA$),1l* Disclosures About Derivative Instruments and Heddhativities”, which
amends SFAS 133,Accounting for Derivative Instruments and Hedgirgivities”, by requiring increased qualitative, quantitatiaed credit-
risk disclosures about an entity’s derivative instents and hedging activities. SFAS 161 is effector fiscal years and interim periods
beginning after November 15, 2008.
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(Unaudited)

Note 1 — Basis of Presentation and Summary of Sidgidant Accounting Policies — (continued)
Recent Accounting Pronouncements — (continued)

The Company is currently evaluating the impacthas standard on its financial condition, result®pérations and cash flows.

In April 2008, the FASB issued FASB Staff Positi@RSP”) No. 142-3 (FSP 142-3),Determination of the Useful Life of Intangible Asse

". FSP 1423 amends the factors an entity should consideeirelbping renewal or extension assumptions useetermining the useful life «
recognized intangible assets under FASB Statemenil#2, “Goodwill and Other Intangible Asséts This new guidance applies
prospectively to intangible assets that are acduirdividually or with a group of other assets irslmess combinations and asset acquisitions.
FSP 142-3 is effective for fiscal years and intepianiods beginning after December 15, 2008. Thm@my is currently evaluating the impact
that FSP 142-3 will have on its financial conditioesults of operations and cash flows.

Note 2 — Fair Value

The Company’s assets and liabilities measuredratddue on a recurring basis subject to the resnants of SFAS 157 consist of the
following:

Fair Value Measurements at June 30, 2008 Using:
Quoted Prices ir

Active Markets Significant Other Significant
For Identical Observable Unobservable
Balance at Assets Inputs Inputs
June 30, 200 (Level 1) (Level 2) (Level 3)
Assets:
Money Market and Opt«end Mutual Fund Q) $ 65,34« $ 65,34+ $ — $ —
Foreign Currency Forward Contra 2 8 — 8 —
Investments Held in Rabbi Trust for the Defer
Compensation Pla 2 1,65¢ 1,65¢ — —
Guaranteed Investment Certifica 3 1,15¢ — 1,15¢ —
Value Added Tax Receivabl 4 7,23¢ — — 7,23¢
Total Assets $ 75,40: $ 67,002 $ 1,162 $ 7,23¢
Liabilities:
Foreign Currency Forward Contrai (5) $ 13,64 $ — $ 13,64! $ —
Deferred Compensation Plan Liabil (6) 1,65¢ — 1,65¢ —
Total Liabilities $ 15,29¢ $ = $ 15,29¢ $ =

(1) Included $64.7 million in “Cash and Cash eqlents” and $0.6 million in “Deferred charges antlder assets” in the accompanying
Condensed Consolidated Balance St

(2) Included in“Other current asse¢’ in the accompanying Condensed Consolidated Bal@heet

(3) Included $0.2 million in “Cash and cash ealéwnts” and $1.0 million in “Deferred charges ariteo assets” in the accompanying
Condensed Consolidated Balance St

(4) Included $0.2 million ir* Accounts Receivab”, $1.7 million in“Other Current Asse” and $5.3 million ir“ Deferred charges and ott
asset” in the accompanying Condensed Consolidated Balgheet.

(5) Included $8.7 million ir*Other accrued expenses and current liabi” and $4.9 million ir“Other lon¢-term liabilities” in the
accompanying Condensed Consolidated Balance ¢

(6) Included in“Accrued employee compensation and ber” in the accompanying Condensed Consolidated Bal8heet.
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(Unaudited)

Note 2 — Fair Value — (continued)

The following table presents a reconciliation & theginning and ending balances for the Comparglisevadded tax receivables measured at
fair value on a recurring basis using significanblbservable inputs (Level 3) during the three ardr®nths ended June 30, 2008:

Description Amount

Balance, April 1, 2008 $ 8,68(
Included in earning?! (192)
Purchases, issuances and settlerr (1,250
Balance, June 30, 200 $ 7,23¢
Balance, January 1, 200! $ 8,241
Included in earning?! (361)
Purchases, issuances and settlerr (64¢)
Balance, June 30, 200 $ 7,23t

Unrealized Gains (Losses) Included in Earnings Aba
For the three months ended June 30, 2 $ —
For the six months ended June 30, 2 $ —

1 Represents the bad debt expense includ“General and administrati” costs in the accompanying Condensed Consolidatadrgen
of Operations

At June 30, 2008, the Company also had assetsitidatr certain conditions would be subject to messent at fair value on a non-recurring
basis, like those associated with acquired busésesscluding goodwill and other intangible assatg] other londived assets. For these ass
measurement at fair value in periods subsequehgioinitial recognition would be applicable if ®or more of these assets was determined to
be impaired; however, no impairment losses haveroed relative to any of these assets during thensinths ended June 30, 2008. When and
if recognition of these assets at their fair vatueecessary, such measurements would be determiitieothg Level 3 inputs.

Note 3 — Goodwill and Intangible Assets

The following table presents the Company’s purctiastngible assets (in thousands) as of June(iB:2

Weighted
Average
Gross Accumulated Net Amortization
Intangibles Amortization Intangibles Period (years
Customer relationshif $ 7,75% $  2,34¢ $ 5,40¢ 8
Trade Name 1,02( 40¢ 612 5
Non-compete agreemer 71¢ 71¢ — 2
Other 274 21€ 56 3
$ 9,76¢ $ 3,691 $ 6,077 7
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Note 3 — Goodwill and Intangible Assets — (continud

The following table presents the Company’s purctiastangible assets (in thousands) as of Decemhe2(®7:

Weighted
Average
Gross Accumulated Net Amortization
Intangibles Amortization Intangibles Period (years
Customer relationshif $ 7,58¢ $ 1,762 $ 5,827 8
Trade Name 97¢ 29¢ 68€ 5
Non-compete agreemer 724 67% 49 2
Other 27C 18€ 84 3
$ 9,562 $ 2,91¢ $ 6,64¢ 7

Amortization expense, related to the purchasedgitde assets resulting from acquisitions (othantgoodwill), of $0.3 million and
$0.7 million for the three and six months endedeJ8®, 2008, respectively, is included in “General administrative” costs in the
accompanying Condensed Consolidated Statementpar@ons. In the comparable 2007 periods, the Gompecognized amortization
expense of $0.4 million and $0.8 million, respesiyv

The Company’s estimated future amortization expémsthe five succeeding years is as follows (iousands):

Periods Ending December 31, Amount
2008 (remaining six month $ 66¢
2009 $1,31¢(
2010 $1,28:
2011 $1,18C
2012 $ 61C

Changes in goodwill, within the America’s segmensist of the following (in thousands):

Amount
Balance at December 31, 20C $20,42:
Contingent payment for Apex acquisiti 2,06¢
Foreign currency translatic (22
Balance at December 31, 20C 22,46¢
Foreign currency translatic 58¢
Balance at June 30, 200 $23,05°

In July 2008, the Company settled the contingeetated to the holdback of a portion of the purchasee related to representations and
warranties. This settlement resulted in a payod2od million in cash and $0.7 million in commongk from the escrow account and an
increase in the recorded amount of goodwill of $8illion.

Note 4 — Forward Contracts

The Company had derivative assets and liabiligdating to outstanding forward contracts, desighatecash flow hedges, maturing within

18 months, consisting of Philippine peso contragtl a notional value of $174.3 million as of JB® 2008. These derivative instruments are
classified as “Other current assets” of $0.0 millamd $8.4 million; “Other accrued expenses andeatifliabilities” of $8.7 million and

$0.1 million; and “Other long-term liabilities” &4.9 million and $0.0 million as of June 30, 2008 ®ecember 31, 2007, respectively, in the
accompanying Condensed Consolidated Balance Sheets.
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Note 4 — Forward Contracts — (continued)

The Company had deferred tax assets (liabiliti€$$4aB million and $(2.7) million related to thederivative instruments as of June 30, 2008
and December 31, 2007, respectively. A total of@(&illion and $5.0 million of deferred gains (&s), net of tax, on these derivative
instruments as of June 30, 2008 and December 8%, 28spectively, were recorded in “Accumulateceottomprehensive income (loss)” in
the accompanying Condensed Consolidated BalanatsSHéne deferred loss expected to be reclassdiédevenues” from “Accumulated
other comprehensive income (loss)” during the mwrtve months is $8.4 million. However this amoant other future reclassifications from
“Accumulated other comprehensive income (loss)? fhictuate with movements in the underlying marggte of the forward contracts.

During the three and six months ended June 30,,2868ompany recognized losses related to hedgfeativeness of $0.2 million and

$0.5 million, respectively which were reclassifiedm “Accumulated other comprehensive income (fbgs)Revenues”. In the comparable
2007 period, gains of $0.1 million and $0.1 millisaspectively, were reclassified to “Revenues’adidition, during the three and six months
ended June 30, 2007, the Company recognized inéfRems” losses of $0.7 million and $0.7 million pestively, related to changes in the fair
value of the forward contracts attributable to diféerence in the spot and forward exchange ratbgh was excluded from the assessment of
hedge effectiveness.

Net gains of $0.6 million and $3.5 million from 8etl hedge contracts were reclassified fi‘Accumulated other comprehensive income
(loss)” to “Revenues” during the three and six nhsrgnded June 30, 2008, respectively. Net gaifi®.6f million and $0.6 million were
reclassified in the comparable 2007 periods, ragpdy, in the accompanying Condensed Consolid8tadements of Operations.

During the six months ended June 30, 2008, the @ompettled forward contracts to purchase CAD GlBam at fixed prices of $0.9 million.
Since these contracts were not designated as atuginedges, they were accounted for on a mankdoket basis, with realized and unreali
gains or losses recognized in the current periada Aesult, the Company recognized losses of $0libmrelated to these contracts, which are
included in “Revenues” in the accompanying Condérdensolidated Statement of Operations for thergixths ended June 30, 2008. During
the six months ended June 30, 2007, the Compagmnés=d an immaterial loss in “Revenues” relatedhtanges in the fair value of derivative
instruments not designated as accounting hedges.

Note 5 — Investments Held in Rabbi Trust

The Company'’s Investments Held in Rabbi Trust,ifees] as trading securities and included in “Otberent assets” at fair value in the
accompanying Condensed Consolidated Balance Stmeisst of the following (in thousands):

June 30, 2008 December 31, 2007
Cost Fair Value Cost Fair Value
Mutual funds $1,59( $1,65¢ $1,19¢ $1,40¢

Investments Held in Rabbi Trust were compriseahutual funds, 86% of which are equity-based a4 were debbased at June 30, 20!
Investment income, included in “Other income (exg@hin the accompanying Condensed Consolidate@iBtnts of Operations for the three
and six months ended June 30, 2008 and 2007 cewsigte following (in thousands):
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(Unaudited)
Note 5 — Investments Held in Rabbi Trust — (contined)
Three months ended Six months ended
June 30, June 30,
2008 2007 2008 2007

Gross realized gains from sale of trading secust $ 1 $ — $ 1 $ —
Gross realized losses from sale of trading sees — — 2 —
Dividend and interest incornr 7 3 13 8
Net unrealized holding gains (loss (36) 50 (150 69
Net investment income (losse $ (29 $ 53 $ (139 $ 77

Note 6 — Deferred Revenue

The components of deferred revenue consist ofdt@fing (in thousands):

June 30, 200 December 31, 20C

Future servict $ 28468 $ 28,57
Estimated penalties and holdbar 3,99¢ 3,251
$ 32460 $ 31,82:

Note 7 — Accumulated Other Comprehensive Income (Ls3)

The Company presents data in the Condensed CoataliGtatements of Changes in Shareholders’ Eguégcordance with SFAS No. 130
(SFAS 130), ‘Reporting Comprehensive Incotheé&FAS 130 establishes rules for the reportingahprehensive income (loss) and its
components.

The components of accumulated other comprehensogarie (loss) consist of the following (in thousgnds

Foreign Unrealized Unrealized Gain
Currency Actuarial Gain (Loss) on Cast
Translation (Loss) Related to Flow Hedging
Adjustment Pension Liability Instruments Total
Balance at January 1, 200 $ 6,91 $(1,049) $ = $ 5,86¢
Pre tax amour 23,19t 4,16¢€ 13,82 41,18
Tax provision — (803 (2,699 (3,496
Reclassification to net incon (13 43 (6,12 (6,09¢)
Foreign currency translatic 197 (197) — —
Balance at December 31, 20C 30,29: 2,16t 5,00( 37,451
Pre tax amour (1,287 — (18,05)) (29,339
Tax benefil — — 7,361 7,361
Reclassification to net incon (10 (35) (2,979 (3,029
Foreign currency translatic 65 (170 10t —
Balance at June 30, 200 $29,06+ $ 1,96( $ (8,569 $ 22,46(

Earnings associated with the Company’s investmierits subsidiaries are considered to be permaypéntested and no provision for income
taxes on those earnings or translation adjustneg$een provided.
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Note 8 — Termination Costs Associated with Exit Adtities

On November 3, 2005, the Company committed to a (ifee “Plan”) to reduce its workforce by approxteig 200 people in one of its
European customer contact management centers imaagrin response to the October 2005 contractygtation of a technology client
program, which generated annual revenues of appaiely $12.0 million. The Company substantially pdeted the Plan by the end of the
third quarter of 2007. Total charges related toRfen were $1.4 million. These charges include @dprately $1.2 million for severance and
related costs and $0.2 million for other exit co§tash payments totaled $1.2 million. The Comparased using certain property and
equipment estimated at $0.2 million, and depredi#itese assets over a shortened useful life, vapphoximated eight months. The Company
reversed previously accrued termination costssx than $0.1 million in “Direct salaries and retht®sts” in the accompanying Condensed
Consolidated Statement of Operations for the sinttended June 30, 2007 due to a change in esti@ash payments related to termination
costs made totaled $0.4 million for the six morghded June 30, 2007.

Note 9 — Borrowings

The Company’s $50.0 million revolving credit fatjlwith a group of lenders (the “Credit FacilityYyhich amount is subject to certain
borrowing limitations, was executed on March 15)2@nd amended on May 4, 2007. Pursuant to thedaderrms of the Credit Facility, the
amount of $50.0 million may be increased up to aimam of $100.0 million with the prior written coest of the lenders. The Credit Facility
includes a $10.0 million swingline subfacility, 4350 million letter of credit subfacility and a $80million multi-currency subfacility, not to
exceed a total of $50 million availability undeetBredit Facility.

The Credit Facility, which includes certain finaalotovenants, may be used for general corporatgoges including acquisitions, share
repurchases, working capital support, and lettécsait, subject to certain limitations. The Citeééacility, including the multi-currency
subfacility, accrues interest, at the Company’sooptat (a) the Base Rate (defined as the hightheofender’s prime rate or the Federal Funds
rate plus 0.50%) plus an applicable margin up 50%, or (b) the London Interbank Offered Rate (“OR”) plus an applicable margin up to
1.25%. Borrowings under the swingline subfacilicgiaue interest at the prime rate plus an applicatalegin up to 0.50% and borrowings under
the letter of credit subfacility accrue interesthat LIBOR plus an applicable margin up to 1.2586adldition, a commitment fee of up to 0.25%
is charged on the unused portion of the CreditlfBacin a quarterly basis. The borrowings under@medit Facility, which will terminate on
March 14, 2010, are secured by a pledge of 65%eo§tock of each of the Company’s active directifpr subsidiaries. The Credit Facility
prohibits the Company from incurring additional étdedness, subject to certain specific exclusibhsre were no borrowings during the six
months ended June 30, 2008 and 2007, and no aditstgipalances as of June 30, 2008 and Decemb@087, with $50.0 million availability
on the Credit Facility.

Note 10 — Income Taxes

The Company’s effective tax rate was 16.4% and%dat the six months ended June 30, 2008 and 2@8pgectively. The decrease in the
effective tax rate of 3.3% was primarily due toagaition of income tax benefits of $1.3 million¢clading interest and penalties of

$0.8 million, relating to transfer pricing as aukof a favorable tax audit determination in Mar2R08. The differences in the Company’s
effective tax rate of 16.4% as compared to the Bk&utory federal income tax rate of 35.0% wamarily due to tax benefits resulting from
additional income earned in certain tax holidaysictions; recognition of income tax benefits tiglg to transfer pricing mentioned above;
accompanied by the effects of valuation allowanpesnanent differences, losses in jurisdictionsafbich tax benefits can be recognized,
foreign withholding and other taxes, accrued irdeamd penalties and foreign income tax rate diffgals.

As of June 30, 2008, the Company had $4.9 millibarwecognized tax benefits, a net decrease of i®dl®n from $5.4 million as of
December 31, 2007. This decrease, which relatesapity to the recognition of tax benefits relatitogtransfer pricing mentioned above, had a
favorable impact on the effective tax rate for $hemonths ended June 30, 2008.
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Note 10 — Income Taxes — (continued)

If the Company recognized its remaining unrecoghize benefits at June 30, 2008, approximately $#lgon and related interest and
penalties would favorably impact the effective tate. The Company believes it is reasonably passitat its unrecognized tax benefits will
decrease or be recognized in the next twelve mdnths to $1.5 million due to transfer pricing ahe classification of tax attributes related to
intercompany accounts that will be resolved undsliteor appeal in various tax jurisdictions.

The Company recognizes interest and penaltiescktatunrecognized tax benefits in the provisianifoome taxes. The Company had

$2.2 million and $3.0 million accrued for interestd penalties as of June 30, 2008 and Decemb@08%, respectively. Of the accrued interest
and penalties at June 30, 2008 and December 3%, 2007 million and $2.2 million, respectively,at# to statutory penalties. The amount of
interest and penalties recognized in the accompgrondensed Consolidated Statements of Operdtiotise three and six months ended
June 30, 2008 was $0.1 million and $0.2 milliospectively. In the comparable periods of 2007 Gbenpany recognized interest and pene

of $0.1 million and $0.3 million, respectively.

Earnings associated with the Company’s investmierits subsidiaries are considered to be permaypéntested and no provision for income
taxes on those earnings or translation adjustnteagdeen provided. Determination of

any unrecognized deferred tax liability for tempgrdifferences related to investments in subsidmthat are essentially permanent in nature is
not practicable.

The Company is currently under examination by th®.Uhternal Revenue Service for certain tax ye&ansexamination of the Company’s U.S.
tax returns through July 31, 2002 was concluded witno change” result. The field work has been gleted for tax years ended July 31,
2003, December 31, 2003 and December 31, 2004handdmpany is not aware of any proposed changemfoyear. The Company’s tax
examinations in Germany have concluded for taxgasrcovering 1996-2003, with the exception of itemder appeal from prior examination
results by the German tax authorities for periadgecng 1996 through 2000. Additionally, certainn@eian subsidiaries are under examination
by Canadian tax authorities for the tax years doge2002 through 2003 and a Philippine subsidiaryding audited by the Philippine tax
authorities for tax years 2004 through 2007. Then@any’s Scotland subsidiaries are under auditfertéax year 2005. The Indian tax
authorities previously issued an assessment faathgear ended March 31, 2004, which was reduseadrasult of a favorable tax audit
determination in March, 2008. This revised assessiseurrently on appeal with the Indian tax auities. In addition, the Company is
currently under examination in India for tax yeaded March 31, 2005.

Note 11 — Earnings Per Share

Basic earnings per share are based on the weighitgedlge number of common shares outstanding dtivengeriods. Diluted earnings per st
includes the weighted average number of commorestartstanding during the respective periods amdutither dilutive effect, if any, from
stock options, stock appreciation rights, restdctock, common stock units and shares held iblai teust using the treasury stock method.
the three and six month periods ended June 30, 2008npact of outstanding options to purchaseeshaf common stock and stock
appreciation rights of 0.1 million and 0.2 milliargspectively, and 0.1 million and 0.1 million thie comparable 2007 periods were antidilu
and were excluded from the calculation of dilutachéngs per share.
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Note 11 — Earnings Per Share — (continued)

The numbers of shares used in the earnings pez sharputations are as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Basic:

Weighted average common shares outstan 40,59¢ 40,35¢ 40,54t 40,33:
Diluted:

Dilutive effect of stock options, stock appreciatigghts, restricted

stock, common stock units and shares held in a tai 354 298 31t 254

Total weighted average diluted shares outstan 40,95 40,65 40,86( 40,58t

On August 5, 2002, the Company’s Board of Directarthorized the Company to purchase up to thred@mahares of its outstanding

common stock. A total of 1.6 million shares haverbeepurchased under this program since inceplioa.shares are purchased, from time to
time, through open market purchases or in negatigtvate transactions, and the purchases are leestttors, including but not limited to,

the stock price and general market conditions. muthe six months ended June 30, 2008 and 200 dhgany made no purchases under the
2002 repurchase program.

During the six months ended June 30, 2008, the @ompancelled 4.6 million shares of its Treasuoglstand recorded reductions of
$0.1 million to “Common stock”, $33.3 million to ‘thditional paid-in capital”, $51.5 million to “Treasy stock” and $18.1 million toRetainec
earnings”.

Note 12 — Segments and Geographic Information

The Company operates within two regions, the “Aces? and “EMEA” which represented 66.2% and 33.88pectively, of the Company’s
consolidated revenues for the three months endsel 30, 2008, and 66.8% and 33.2%, respectivelheo€Company’s consolidated revenues
for the six months ended June 30, 2008. In the eoaige 2007 periods, the Americas and the EMEAoregepresented 67.3% and 32.7%,
respectively, of the Company’s consolidated reverfaethe three months ended June 30, 2007, a®d6and 32.4%, respectively, of the
Companys consolidated revenues for the six months endee 30, 2007. Each region represents a reportagieesg comprised of aggrega
regional operating segments, which portray simélaanomic characteristics. The Company aligns is$rtass into two segments to effectively
manage the business and support the customer eads of every client and to respond to the demahtitee Company’s global customers.

The reportable segments consist of (1) the Ameriwhgh includes the United States, Canada, LatireAca, India and the Asia Pacific Rim,
and provides outsourced customer contact managesuoknions (with an emphasis on technical suppaidt@istomer service) and technical
staffing and (2) EMEA, which includes Europe, thelte East and Africa, and provides outsourcedarust contact management solutions
(with an emphasis on technical support and cust@@eice) and fulfilment services. The sites withiatin America, India and the Asia Pac
Rim are included in the Americas region given theure of the business and client profile, whichrisnarily made up of U.S. based companies
that are using the Company’s services in thesditotato support their customer contact managemesds.
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Note 12 — Segments and Geographic Information — (otinued)

Information about the Company’s reportable segmfamtthe three and six months ended June 30, 200thared to the corresponding prior
year period, is as follows (in thousanc

Consolidatec

Americas EMEA Other @ Total

Three Months Ended June 30, 200¢

Revenue! $137,53¢ $ 70,09( $ 207,62¢
Depreciation and amortizatic $ 5,81( $ 1,361 $ 7,17
Income (loss) from operatiol $ 22,08: $ 4,06: $ (9,57¢) $ 16,56¢
Other income, ne 4,86¢ 4,86¢
Provision for income taxe (3,709 (3,709
Net income $ 17,72¢
Three Months Ended June 30, 2007

Revenue! $113,24. $ 55,04 $ 168,28:
Depreciation and amortizatic $ 4,93( $ 1,12¢ $ 6,05:
Income (loss) from operatiol $ 15,51¢ $ 2,16( $(10,209) $ 7,46¢
Other income, ne 652 652
Provision for income taxe (2,789 (1,789
Net income $ 6,33
Six Months Ended June 30, 200¢

Revenue! $274,89¢ $136,45: $ 411,35(
Depreciation and amortizatic $ 11,59¢ $ 2,60( $ 14,19¢
Income (loss) from operatiol $ 43,94 $ 8,68 $(19,749) $ 32,88:
Other income, ne 7,11 7,115
Provision for income taxe (6,567) (6,56))
Net income $ 33,43¢
Six Months Ended June 30, 2007

Revenue! $227,20! $109,08( $ 336,28!
Depreciation and amortizatic $ 9,84: $ 2,197 $ 12,03:
Income (loss) from operatiol $ 35,57: $ 5,06( $(19,58) $ 21,044
Other income, ne 1,52¢ 1,52¢
Provision for income taxe (4,437) (4,43))
Net income $ 18,13¢

(1) Other items (including corporate costs, oiheome and expense, and income taxes) are shovpufposes of reconciling to the
Company’s consolidated totals as shown in the tabteve for the three and six months ended Jun2(®B and 2007. The accounting
policies of the reportable segments are the sartteoas described in Note 1 to the consolidatechfifa statements in the Annual Report
on Form 10-K for the year ended December 31, 2D0@&c-segment revenues are not material to the AmericdEMEA segment resul
The Company evaluates the performance of its gpbgraegments based on revenue and income (lass)dperations, and does not
include segment assets or other income and exjitens for management reporting purpo

During the six months ended June 30, 2008 and 286 Company had no clients that exceeded ten peofeonsolidated revenues.
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Note 13 — Stock-Based Compensation

A detailed description of each of the Company’sktbased compensation plans is provided belowydicg the 2001 Equity Incentive Plan,
the 2004 Non-Employee Director Fee Plan and theiDed Compensation Plan. Stock-based compensadpmnse related to these plans,
which is included in “General and administrative’sts in the accompanying Condensed ConsolidatedrS¢ats of Operations, was

$1.1 million and $2.4 million for the three and siwonths ended June 30, 2008, respectively, andrillidn and $2.4 million for the
comparable 2007 periods, respectively. The Compaoggnized income tax benefits of $0.4 million &8d9 million in the accompanying
Condensed Consolidated Statements of Operatiorikddhree and six months ended June 30, 200&ctgply, and $0.6 million and

$1.0 million for the comparable 2007 periods, resipely. The Company recognized a $0.6 million Here# tax deductions in excess of
recognized tax benefits from the exercise of styutions for the three and six months ended Jun@@B (none in 2007). There were no
capitalized stock-based compensation costs at3wun2008 or December 31, 2007.

2001 Equity Incentive Plan—The Company’s 2001 Equity Incentive Plan (the “Plawhich is shareholder-approved, permits the godn
stock options, stock appreciation rights, restda®ck and other stock-based awards to certairiogiegs of the Company, and certain non-
employees who provide services to the Companyyao 7.0 million shares of common stock, in ordeencourage them to remain in the
employment of or to diligently provide serviceshe Company and to increase their interest in thi@@ny’s success.

Stock Optione— Options are granted at fair market value on the dathe grant and generally vest over one to years. All options granted
under the Plan expire if not exercised by the tamthiversary of their grant date. The fair valueath stock option award is estimated on the
date of grant using the Black-Scholes valuation ehtitht uses various assumptions. The fair valubegtock option awards is expensed on a
straight-line basis over the vesting period ofaherd. Expected volatility is based on historiaalktility of the Company’s stock. The risk-free
rate for periods within the contractual life of tisard is based on the yield curve of a zero-colp&n Treasury bond on the date the award is
granted with a maturity equal to the expected tefthe award. Exercises and forfeitures are eséthaifithin the valuation model using
employee termination and other historical data. &gected term of the stock option awards grargetbiived from historical exercise
experience under the Plan and represents the pefriocde that stock option awards granted are etgueto be outstanding. No stock options
were granted during the six months ended June@®iB and 2007.

The following table summarizes stock option acyivinder the Plan as of June 30, 2008, and changégydhe six months then ended:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Term Value
Stock Options (000s) Price (in years) (000s)
Outstanding at January 1, 20 484 $ 13.4¢
Granted — —
Exercisec (86) 12.64
Forfeited or expires (16) 19.9¢
Outstanding at June 30, 20 382 $ 13.47 2.6 $ 2,35¢
Vested or expected to vest at June 30, : 382 $ 13.47 2.6 $ 2,35¢
Exercisable at June 30, 20 382 $ 13.47 2.6 $ 2,35¢

Options exercised during the three and six montideé June 30, 2008 had an intrinsic value of $0ldomand $0.5 million, respectively.
Options exercised in the comparable periods of 2@@Van intrinsic value of $0.3 million and $0.8dlioin, respectively. All options were fully
vested as of December 31, 2006 and there is ncogmné&ed compensation cost as of June 30, 200&defa these options granted under the
Plan (the effect of estimated forfeitures is notenal).
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Note 13 — Stock-Based Compensation
Stock Options— (continued)

Cash received from stock options exercised undeitan for the six months ended June 30, 200880d, was $1.1 million and $0.4 million,
respectively.

Stock Appreciation Right— The Company’s Board of Directors, at the recomm#adaf the Compensation and Human Resource
Development Committee (the “Committee”), approvesams of stock-settled stock appreciation righ&ARs”) for eligible participants. SAR
represent the right to receive, without paymenh&oCompany, a certain number of shares of comrumksas determined by the Committee,
equal to the amount by which the fair market valfia share of common stock at the time of exereiseeds the grant price.

The SARs are granted at fair market value of then@any’s common stock on the date of the grant st @ne-third on each of the first three
anniversaries of the date of grant, provided théigipant is employed by the Company on such dHte. SARs have a term of 10 years from
the date of grant. In the event of a change inrobrthe SARs will vest on the date of the changedntrol, provided that the participant is
employed by the Company on the date of the chamgeritrol.

The SARs are exercisable within three months #fieideath, disability, retirement or terminatiortleé participant’s employment with the
Company, if and to the extent the SARs were exabdésimmediately prior to such termination. If fherticipant’s employment is terminated
for cause, or the participant terminates his ordven employment with the Company, any portion & 8ARs not yet exercised (whether or not
vested) terminates immediately on the date of testion of employment.

The fair value of each SAR is estimated on the datgant using the Black-Scholes valuation motlat ises various assumptions. The fair
value of the SARs is expensed on a straight-lirsishaver the requisite service period. Expectedtility is based on historical volatility of the
Company'’s stock. The risk-free rate for periodshwithe contractual life of the award is basedranytield curve of a zero-coupon U.S.
Treasury bond on the date the award is grantedamittaturity equal to the expected term of the awlaxercises and forfeitures are estimated
within the valuation model using employee termioatand other historical data. The expected terth@SARs granted represents the peric
time the SARs are expected to be outstanding.

The following table summarizes the assumptions tsestimate the fair value of SARs granted dutivgsix months ended June 30, 2008 and
2007:

Six Months Ended

June 30,
2008 2007
Expected volatility 47% 53%
Weightec-average volatility 47% 53%
Expected dividend — —
Expected term (in year 4.C 3.6
Risk-free rate 3.1% 4.5%
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Note 13 — Stock-Based Compensation — (continued)
Stock Appreciation Right— (continued)

The following table summarizes SARs activity unttex Plan as of June 30, 2008, and changes duringjstimonths then ended:

Weighted
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Stock Appreciation Rights (000s) Price Term (in years) (000s)
Outstanding at January 1, 20 245 $ —
Granted 13z —
Exercisec 9 —
Forfeited or expirel — —
Outstanding at June 30, 20 367 $ — 8.7 $ 762
Vested or expected to vest at June 30, - 367 $ — 8.7 $ 76z
Exercisable at June 30, 20 112 $ — 7.7 $ 484

The weighted-average grant-date fair value of tAR$Sgranted during the six months ended June 318 26d 2007 was $7.20 and $7.72,
respectively. The total intrinsic value of SARs ex®ed during the six months ended June 30, 20@8304d. million (none in the comparable
2007 period).

The following table summarizes the status of noteteSARs under the Plan as of June 30, 2008, aambels during the six months then en

Weighted

Average

Shares Grant-Date

Nonvested Stock Appreciation Rights (In thousands) Fair Value
Nonvested at January 1, 20 20z $7.52
Grantec 134 $7.2C
Vested (81) $7.5C
Forfeited — $ —
Nonvested at June 30, 200 25¢ $7.3¢

As of June 30, 2008, there was $1.5 million ofltataecognized compensation cost, net of estimfatdditures, related to nonvested stock
appreciation rights granted under the Plan. Thét isoexpected to be recognized over a weightedageeperiod of 2.1 years. SARs that vested
during the six months ended June 30, 2008 and BaA% fair value of $0.1 million and $0.2 milliaespectively as of the vesting date.

Restricted Share— The Company’s Board of Directors, at the recomm#adaf the Committee, approves awards of perforreaand
employment-based restricted shares (“RestrictedeSHefor eligible participants. In some instanogbgere the issuance of Restricted Shares
has adverse tax consequences to the recipierBotue will instead issue restricted stock units§Ws”). The Restricted Shares are shares of
the Company’s common stock (or in the case of R&jgesent an equivalent number of shares of tmep@ay’s common stock) which are
issued to the participant subject to (a) restricdion transfer for a period of time and (b) forfegtunder certain conditions. The performance
goals, including revenue growth and income fromrapens targets, provide a range of vesting polétséisi from 0% to 100% and will be
measured at the end of the performance perioelperformance conditions are met for the perforagreriod, the shares will vest and all
restrictions on the transfer of the Restricted 8bavill lapse (or in the case of RSUs, an equitaiember of shares of the Compasigommot
stock will be issued to the recipient). The Compeegognizes compensation cost, net of estimatddifiores based on the fair value (which
approximates the current market price) of the Retett Shares (and RSUs) on the date of grant satalglr the requisite service period base
the probability of achieving the performance goals.
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Note 13 — Stock-Based Compensation — (continued)

Restricted Share— (continued)

Changes in the probability of achieving the perfanee goals from period to period will result inresponding changes in compensation
expense. The employment-based restricted sharesmneghird on each of the first three anniversaatthe date of grant, provided the
participant is employed by the Company on such.date

In the event of a change in control (as defineth@Plan) prior to the date the Restricted Shaees all of the Restricted Shares will vest and
the restrictions on transfer will lapse with regpecsuch vested shares on the date of the changentrol, provided that participant is emplo
by the Company on the date of the change in cantrol

If the participant’s employment with the Companydeminated for any reason, either by the Comparpadticipant, prior to the date on which
the Restricted Shares have vested and the restisdtiave lapsed with respect to such vested stargRestricted Shares remaining subject to
the restrictions (together with any dividends pthiereon) will be forfeited, unless there has beehamge in control prior to such date.

The following table summarizes the status of notedRestricted Shares/Units under the Plan asref 30, 2008, and changes during the six
months then ended:

Weighted

Average

Shares Grant-Date

Nonvested Restricted Shares/Units (In thousands) Fair Value
Nonvested at January 1, 20 43¢ $15.6¢
Grantec 18¢ $17.8¢
Vested (78) $14.7:
Forfeited — $ —
Nonvested at June 30, 200 54¢€ $16.57

As of June 30, 2008, based on the probability bfeasng the performance goals, there was $5.8 aniltif total unrecognized compensation
cost, net of estimated forfeitures, related to msted Restricted Shares/Units granted under the Phas cost is expected to be recognized
a weighted-average period of 2.0 years. The réstrishares that vested during the six months ehaleel 30, 2008 had a fair value of

$0.2 million as of the vesting date (not mateneiie comparable 2007 period).

Other Awards— The Company’s Board of Directors, at the recomm#éadaf the Committee, approves awards of CommaciSUnits
(“CSUs") for eligible participants. A CSU is a bdadeping entry on the Company’s books that recdrdstjuivalent of one share of common
stock. If the performance goals described undetriReed Shares in this Note 13 are met, performdrased CSUs will vest on the third
anniversary of the grant date. The Company recegribmpensation cost, net of estimated forfeiturased on the fair value (which
approximates the current market price) of the C8tUthe date of grant ratably over the requisiteisermperiod based on the probability of
achieving the performance goals. Changes in thiegtibty of achieving the performance goals fronipe to period will result in
corresponding changes in compensation expenseemp®dyment-based CSUs vest one-third on each dfrdighree anniversaries of the date
of grant, provided the participant is employed by Company on such date. On the date each CSU thesizarticipant will become entitled to
receive a share of the Company’s common stocklam€8U will be canceled.
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Note 13 — Stock-Based Compensation — (continued)
Other Awards — (continued)

The following table summarizes CSUs activity unther Plan as of June 30, 2008, and changes duringjstimonths then ended:

Weighted

Average

Shares Grant-Date

Nonvested Common Stock Units (In thousands) Fair Value
Nonvested at January 1, 20 58 $16.21
Grantec 29 $17.8
Vested (10 $15.01
Forfeited — $ —
Nonvested at June 30, 200 77 $16.9¢

As of June 30, 2008, there was $0.5 million ofltataecognized compensation costs, net of estinfatéeitures, related to nonvested CSUs
granted under the Plan. This cost is expected tedemgnized over a weighted-average period of 8ats The fair value of the CSUs that
vested during the six months ended June 30, 2002007 were not material amounts as of the vestitgs.

Until a CSU vests, the participant has none ofridpets of a shareholder with respect to the CSthercommon stock underlying the CSU.
CSUs are not transferable.

2004 NorEmployee Director Fee Plar— The Company’s 2004 Non-Employee Director Fee Plam 2004 Fee Plan”), which is shareholder-
approved, replaced and superseded the 1996 NonelgagDirector Fee Plan (the “1996 Fee Plan”) ansl wged in lieu of the 2004
Nonemployee Director Stock Option Plan (2004 Stock Option Plan”). The 2004 Fee Plan presithat all new non-employee Directors
joining the Board receive an initial grant of CSafsthe date the new Director is appointed or etedtee number of which will be determin

by dividing a dollar amount to be determined framet to time by the Board (currently set at $30,d00an amount equal to 110% of the
average closing prices of the Company’s commorkdimrcthe five trading days prior to the date tleswDirector is appointed or elected. Prior
to March 2008, the initial grant of CSUs vest ireth equal installments, one-third on the date ofi edi the following three annual
shareholders’ meetings. A CSU is a bookkeepingyesrtrthe Company’s books that records the equivalBane share of common stock. On
the date each CSU vests, the Director will becontiéled to receive a share of the Company’s comstook and the CSU will be canceled.
Until a CSU vests, the Director has none of thatagf a shareholder with respect to the CSU octimemon stock underlying the CSU. CSUs
are not transferable. The number of shares rentaanmilable for issuance under the 2004 Fee Planata&xceed 378 thousand.

Additionally, the 2004 Fee Plan provides that each-employee Director receives on the day afteatireual shareholders’ meeting, an annual
retainer for service as a non-employee Directa amount of which shall be determined from timére by the Board (currently set at
$50,000) to be paid 75% in CSUs and 25% in cash.ntimber of CSUs to be granted under the 2004 keewrll be determined by dividing
the amount of the annual retainer by an amountleéqua5% of the average of the closing pricestfier Company’s common stock on the five
trading days preceding the award date (the day thiteannual meeting). Prior to March 2008, theuahgrant of CSUs vest in two equal
installments, one-half on the date of each of tllewing two annual shareholdensieetings. There were grants of 18 thousand antddi8sanc
CSUs issued under the 2004 Fee Plan during thaaitths ended June 30, 2008 and 2007, respectively.

In March 2008, the Board adopted amendments t@@06d Fee Plan which provided that CSUs will vest emmpensation expense will be
recognized in equal quarterly installments overtéren of the grant, the requisite service perioegiBning with grants after March 2008,
unvested and unearned CSUs will not automaticalit v

26




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2008 and 2007
(Unaudited)

Note 13 — Stock-Based Compensation — (continued)

2004 NorEmployee Director Fee Plar— (continued)

upon termination of a directar'service as a director, whether by reason of desatinement, resignation, removal or failure torbelected at tr
end of his or her term.

The following table summarizes the status of thevested CSUs under the 2004 Fee Plan as of Jur®38, and changes during the six
months then ended:

Weighted

Average

Shares Grant-Date

Nonvested Common Stock Unit: (In thousands) Fair Value
Nonvested at January 1, 20 31 $17.6¢
Grantec 18 $20.11
Vested (24) $17.3¢
Forfeited — $ —
Nonvested at June 30, 200 25 $19.7

CSUs that vested during the six months ended JOn20®8 and 2007 had a fair value of $0.1 milliod &0.3 million, respectively, as of the
vesting date.

Compensation expense for CSUs granted after thetiadoof SFAS No. 123R, (SFAS 123R)Share-Based Paymehbn January 1, 2006 and
before the 2004 Fee Plan amendment in March 2@98igaussed above), is recognized immediately eml#ite of grant since these grants
automatically vest upon termination of a Direct@®svice, whether by death, retirement, resignatiemoval or failure to be reelected at the
end of his or her term. However, compensation expdéor CSUs granted before adoption of SFAS 123Rdsgnized over the requisite sen
period, or “nominal” vesting period of two to thrgears, in accordance with APB No. 253¢counting for Stock Issued to Employées
Compensation expense related to CSUs granted bedoggion of SFAS 123R was $0.1 million for eaclihaf three and six month periods
ended June 30, 2007 (none in the comparable 20@&ipeAs of June 30, 2008, there was no unrecaghcompensation cost, net of estimated
forfeitures, which relates to nonvested CSUs gdhntaler the 2004 Fee Plan before adoption of SEZ8R1As of June 30, 2008, there was
$0.3 million of total unrecognized compensationtspset of estimated forfeitures, related to note@€SUs granted since March 2008 under
the Plan. This cost is expected to be recognized aweighted-average period of 0.9 years.

Deferred Compensation Pla— The Company’s non-qualified Deferred Compensatiam fthe “Deferred Compensation Plan”), which i$ no
shareholder-approved, was adopted by the Boardretrs effective December 17, 1998 and amendddanch 29, 2006 and May 23, 2006.
It provides certain eligible employees the abitdydefer any portion of their compensation untd frarticipant’s retirement, termination,
disability or death, or a change in control of @@mpany. Using the Company’s common stock, the Gompnatches 50% of the amounts
deferred by certain senior management participamis quarterly basis up to a total of $12,000 e yor the president and senior vice
presidents and $7,500 per year for vice presidgatdicipants below the level of vice president@oéeligible to receive matching
contributions from the Company). Matching contribas and the associated earnings vest over a seaerservice period. Deferred
compensation amounts used to pay benefits, whigheld in a rabbi trust, include investments inas mutual funds and shares of the
Companys common stock (see Note 5, Investments Held irbRBEtust). As of June 30, 2008 and December 317 20#bilities of $1.7 milliol
and $1.4 million, respectively, of the Deferred Gmmnsation Plan were recorded in “Accrued employeepensation and benefits” in the
accompanying Condensed Consolidated Balance Sheets.

Additionally, the Company’s common stock match agsed with the Deferred Compensation Plan, witlamying value of approximately
$0.6 million and $0.5 million as of June 30, 2008l ecember 31, 2007, respectively, is includet neasury stock” in the accompanying
Condensed Consolidated Balance Sheets.
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Note 13 — Stock-Based Compensation — (continued)

Deferred Compensation Pla— (continued)

The weighted-average grant-date fair value of comstock awarded during the six months ended Jun2@IXB and 2007 was $17.78 and
$18.50, respectively.

The following table summarizes the status of thevested common stock issued under the Deferred €osapion Plan as of June 30, 2008,
and changes during the six months then ended:

Weighted
Average
Shares Grant-Date
Nonvested Common Stocl (In thousands) Fair Value
Nonvested at January 1, 20 5 $12.62
Grantec 6 $17.7¢
Vested (6) $16.0¢
Forfeited — $
Nonvested at June 30, 200 5 $14.5¢

As of June 30, 2008, there was $0.1 million ofltatarecognized compensation cost, net of estimfditures, related to nonvested common
stock granted under the Deferred Compensation Flain.cost is expected to be recognized over ahteiiaverage period of 3.8 years. The
total fair value of the common stock vested dutimg six months ended June 30, 2008 and 2007 was@ilion and $0.1 million, respectivel

Cash used to settle the Company'’s obligation utideDeferred Compensation Plan was less than $illiakror the six month periods ended
June 30, 2007 (none in the comparable 2008 period).

Note 14 — Pension Plan and Post-Retirement Benefits

Pension Plan

The Company sponsors a non-contributory defineetitgmension plan (the “Pension Plan”) for its eoyaes in the Philippines. The Pension
Plan provides defined benefits based on yearsrefcgeand final salary. All permanent employees timgethe minimum service requirement
are eligible to participate in the Pension PlanofA3une 30, 2008, the Pension Plan is unfunded.

The following table provides information about petiodic benefit cost for the Pension Plan forttiree and six months ended June 30, 2008
and 2007 (in thousands):

Three Months Ended Six Months Ended
June 30 June 30,
2008 2007 2008 2007
Service cos $ 10C $ 31z $ 20t $ 614
Interest cos 40 75 81 147
Recognized actuarial ga 17 (35 —
Net periodic benefit co: $  12¢ $ 387 $ 251 $ 761
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Note 14 — Pension Plan and Post-Retirement Benefits (continued)
Pos-Retirement Benefits

In 1996, the Company entered into a split dolffgr ilnsurance arrangement to benefit the former @e and Chief Executive Officer of the
Company. Under the terms of the arrangement, tep@ay retained a collateral interest in the pol@yhe extent of the premiums paid by the
Company. Effective January 1, 2008, the Compangrcexd a $0.5 million liability for a post-retirenmtdmenefit obligation related to this
arrangement, which was accounted for as a redutditme January 1, 2008 balance of retained easrimgccordance with EITF 06-10. The
post-retirement benefit obligation of $0.1 milliand $0.4 million was included in “Accrued Employ@empensation and benefits” and “Other
long-term liabilities”, respectively, in the accoanying Condensed Consolidated Balance Sheet amef3D, 2008.

Note 15 — Commitments and Loss Contingency

The Company has previously disclosed regulatorgt8ams assessed against our Spanish subsidiatingeta the alleged inappropriate
acquisition of personal information in connectioithitwo outbound client contracts. In order to agpbese claims, the Company issued a
guarantee of $0.9 million. During the three morghded June 30, 2008, $0.4 million of the bank guermwas returned to the Company. The
remaining balance of the bank guarantee of $0.Bomiis included as restricted cash in “Deferredrges and other assets” in the
accompanying Condensed Consolidated Balance SagefsJune 30, 2008 ($0.9 million as of Decembe2807). The Company has been
will continue to vigorously defend these matterswiéver, due to further progression of several eséhclaims within the Spanish court syst
and based upon opinion of legal counsel regardiadikely outcome of several of the matters befbeecourts, the Company has accrued the
amount of $1.3 million as of June 30, 2008 and Dewer 31, 2007 under SFAS No. 5Atcounting for Contingenciédecause management
now believes that a loss is probable and the amafuthe loss can be reasonably estimated as te tifrhe subject claims. There are two other
related claims, one of which is currently underegdpand the other of which is in the early stagfdavestigation, but the Company has not
accrued any amounts related to either of thosensllecause management does not currently beli®ss & probable, and it is not currently
possible to reasonably estimate the amount of @sg/rlelated to those two claims.

During the three months ended June 30, 2008, tinep@ny entered into two agreements with telecomnatiioics service providers obligating
us to purchase a minimum of $14.7 million overtleat two years. Cash payments are expected to de ragably over the next two years.

Note 16 —Related Party Transactions

In January 2008, the Company entered into a lease dustomer contact management center locatéohgstree, South Carolina. The
Landlord, Kingstree Office One, LLC, is an entigntrolled by John Sykes, the Company’s foundemfarChairman and Chief Executive
Officer and a current major stockholder. The lgaegments on the 20-year lease were negotiatedietlow market rates, and the Lease is
cancellable at the option of the Company. Theresapeificant penalties for early cancellation whitdcrease over time. The Company paid
$0.1 million and $0.1 million to the Landlord dugithe three and six months ended June 30, 2008 timeléerms of the Lease.

Additionally, during the three and six month pesahded June 30, 2008 (none in the comparable 2803d), the Company paid $0.1 million
and $0.1 million for transitional real estate cdtisg services provided by David Reule, the Compsifigrmer Senior Vice President of Real
Estate who retired in December, 2007. Mr. Reuetriisently employed by JHS Equity, LLC, a compamned by John Sykes, the Compagy’
founder, former Chairman and Chief Executive Offiaad a current major stockholder. Accordingly, plagments for Mr. Reule’s services
were made to JHS Equity, LLC to reimburse it far thme spent by Mr. Reule on the Company’s business
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Shareholders of
Sykes Enterprises, Incorporated

400 north Ashley Drive

Tampa, FL 33602

We have reviewed the accompanying condensed cdasadi balance sheet of Sykes Enterprises, Incdgzbeand subsidiaries (the
“Company”) as of June 30, 2008, and the relatediensed consolidated statements of operations éathtiee-month and six-month periods
ended June 30, 2008 and 2007, of changes in shdeesicequity for the six-month periods ended J86e2008, December 31, 2007 and
June 30, 2007, and of cash flows for the six-mgmattiods ended June 30, 2008 and 2007. These infia@mcial statements are the
responsibility of the Company’s management.

We conducted our reviews in accordance with thedsteds of the Public Company Accounting Oversigbarl (United States). A review of
interim financial information consists principally applying analytical procedures and making ingsiof persons responsible for financial i
accounting matters. It is substantially less inpgctihan an audit conducted in accordance withtdredards of the Public Company Accounting
Oversight Board (United States), the objective bfch is the expression of an opinion regardingdfit@ncial statements taken as a whole.
Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any mhtapodifications that should be made to such cosdd consolidated interim financial
statements for them to be in conformity with acamgprinciples generally accepted in the Unitedt&t of America.

We have previously audited, in accordance withsthedards of the Public Company Accounting Ovetdiglard (United States), the
consolidated balance sheet of the Company as dadbieer 31, 2007, and the related consolidated seatsnof operations, changes in
shareholders’ equity, and cash flows for the ykantended (not presented herein); and in our refaded March 13, 2008, we expressed an
unqualified opinion on those consolidated finanstatements. In our opinion, the information sethfan the accompanying condensed
consolidated balance sheet as of December 31,i208ifly stated, in all material respects, in tela to the consolidated balance sheet from
which it has been derived.

As discussed in Note 1 to the condensed consotidatancial statements, the Company adopted theigioms of Financial Accounting
Standards Board Interpretation No. A8counting for Uncertainty in Income Taxa@s January 1, 2007.

/s/ Deloitte & Touche LLP
Certified Public Accountants

Tampa, Florida
August 6, 2008
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Item 2 — Management’s Discussion and Analysis of Rancial Condition and Results of Operations

This discussion should be read in conjunction withcondensed consolidated financial statementsatek included elsewhere in this report
and the consolidated financial statements and niotése Sykes Enterprises, Incorporated (“Sykeguf”, “we” or “us”) Annual Report on
Form 1(-K for the year ended December 31, 2007, as filéll the Securities and Exchange Commission (“SEC”).

Our discussion and analysis may contain forwarcklng statements (within the meaning of the Pri‘&geurities Litigation Reform Act of
1995) that are based on current expectations, edés) forecasts, and projections about Sykes, eliefls, and assumptions made by us. In
addition, we may make other written or oral statategwhich constitute forward-looking statementsyftime to time. Words such as
“believe,” “estimate,” “project,” “expect,” “intend ,” “may,” “anticipate,” “plan,” “seek,” variations of such words, and similar expressions
are intended to identify such forward-looking stagnts. Similarly, statements that describe our@uplans, objectives, or goals also are
forward-looking statements. These statements are not gtesa of future performance and are subject toraber of risks and uncertainties,
including those discussed below and elsewhereisrréiport. Our actual results may differ materialtpm what is expressed or forecasted in
such forward-looking statements, and undue relissteguld not be placed on such statements. All fatd@oking statements are made as of
the date hereof, and we undertake no obligationpiate any such forward-looking statements, whedbex result of new information, future
events or otherwise.

Factors that could cause actual results to diffextenially from what is expressed or forecasteduntsforwarclooking statements include, but
are not limited to: (i) the timing of significantaers for our products and services, (ii) variat®im the terms and the elements of services
offered under our standardized contract includihgde for future bundled service offerings, (iiijpoles in applicable accounting principles
interpretations of such principles, (iv) difficid or delays in implementing our bundled serviferimigs, (v) failure to achieve sales, market
and other objectives, (vi) construction delays @firor expansion of existing customer contact mamage centers, (vii) delays in our ability to
develop new products and services and market aageptof new products and services, (viii) rapichtemlogical change, (ix) loss or addition
of significant clients, (x) political and countrpecific risks inherent in conducting business alokgai) currency fluctuations, (xii) fluctuations
in business conditions and the economy, (xiii) &hitity to attract and retain key management persgn(xiv) our ability to continue the
growth of our support service revenues through toidal technical and customer contact managemenmitecs, (xv) our ability to furthe
penetrate into vertically integrated markets, (il ability to expand our global presence throwggtategic alliances and selecti

acquisitions, (xvii) our ability to continue to abtish a competitive advantage through sophistidagzhnological capabilities, (xviii) the
ultimate outcome of any lawsuits, (xix) our abitityrecognize deferred revenue through delivergrotiucts or satisfactory performance of
services, (xx) our dependence on the trend towatsooircing, (xxi) risk of interruption of technicahd customer contact management center
operations due to such factors as fire, earthquakedement weather and other disasters, poweufesd, telecommunication failures,
unauthorized intrusions, computer viruses and o#taergencies, (xxii) the existence of substantipetition, (xxiii) the early termination of
contracts by clients, (xxiv) the ability to obtaind maintain grants and other incentives (tax dveptvise) and (xxv) other risk factors which
identified in our most recent Annual Report on Fdr@aK, including factors identified under the heagh “Business,” “Risk Factors” and
“Management’s Discussion and Analysis of Finan@aindition and Results of Operations.”
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Results of Operations

The following table sets forth, for the periodsicaded, certain data derived from our Condenseds@latated Statements of Operations and
certain of such data expressed as a percentageaiues (in thousands, except percentage amounts):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007

Revenue! $207,62¢ $168,28: $411,35( $336,28!
Percentage of revenu 100.(% 100.(% 100.(% 100.(%

Direct salaries and related co $133,70¢ $110,46« $264,68¢ $216,33!
Percentage of revenu 64.4% 65.€% 64.2% 64.2%

General and administrative expen $ 57,35t $ 50,35 $113,77¢ $ 98,90¢
Percentage of revenu 27.€% 29.% 27.% 29.2%%

Income from operatior $ 16,56¢ $ 7,46¢ $ 32,88 $ 21,04«
Percentage of revenu 8.C% 4.5% 8.C% 6.2%

The following table summarizes our revenues, ferghriods indicated, by geographic region (in taods):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Americas $137,53¢ 66.2% $113,24: 67.2%  $274,89¢ 66.8% $227,20! 67.6%
EMEA 70,09( 33.8% 55,04 32.1% 136,45: 33.2% 109,08( 32.4%
Consolidatec $207,62¢ 100.(% $168,28: 100.(%  $411,35( 100.(% $336,28! 100.(%

The following table summarizes the amounts andgrgege of revenue for direct salaries and reladsts@and general and administrative costs
for the periods indicated, by geographic regiortifiousands):

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Direct salaries and relate
costs:
Americas $ 84,80¢ 61.7% $ 71,85: 63.5% $169,98¢ 61.6% $140,60! 61.6%
EMEA 48,90: 69.6% 38,611 70.1% 94,69¢ 69.4% 75,73( 69.4%
Consolidatec $133,70¢ $110,46:- $264,68¢ $216,33!
General and
administrative
Americas $ 30,65: 22.5% $ 25,87: 22.% $ 60,96¢ 22.2% $ 51,03( 22.5%
EMEA 17,12« 24.L% 14,27( 25.9% 33,07: 24.2% 28,28¢ 25.9%
Corporate 9,57¢ 10,20¢ 19,74 19,587
Consolidatec $ 57,35¢ $ 50,35 $113,77¢ $ 98,90¢
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Three Months Ended June 30, 2008 Compared to Thrédonths Ended June 30, 2007
Revenues

For the three months ended June 30, 2008, we reammhoonsolidated revenues of $207.6 million, améase of $39.3 million, or 23.4%, from
$168.3 million of consolidated revenues for the panable 2007 period.

On a geographic segmentation basis, revenues frerArmericas region, including the United States)dCia, Latin America, India and the A
Pacific Rim, represented 66.2%, or $137.5 milliimn,the three months ended June 30, 2008, compar@d.3%, or $113.3 million, for the
comparable 2007 period. Revenues from the EMEAoredgncluding Europe, the Middle East and Africgpnesented 33.8%, or $70.1 million,
for the three months ended June 30, 2008, compar&2l. 7%, or $55.0 million, for the comparable 2@@Tiod.

The increase in the Americas’ revenue of $24.2iomjlor 21.5%, for the three months ended Jun@2B08, compared to the same period in
2007, reflects a broabased growth in client demand, including new aridterg client relationships, offset by certain praxg expirations. Ne
client relationships represented 62.3% of the im&ean the Americas’ revenue over the comparald&@ p@riod, while 37.7% of the increase in
the Americas’ revenue came from existing clienesvéhues from our offshore operations representel¥6df Americas’ revenues on 17,700
seats for the three months ended June 30, 200§azexhto 59.8% on 16,500 seats for the compardlilé geriod. The trend of generating
more of our revenues in our offshore operatiorikédy to continue in 2008. While operating marggenerated offshore are generally
comparable to those in the United States, ourtaltdimaintain these offshore operating margingégrterm is difficult to predict due to
potential increased competition for the availabtekforce, the trend of higher occupancy costs arsdscof functional currency fluctuations in
offshore markets. These factors are weighed by geanant in its focus to re-price or replace cersaib-profitable client programs. Americas’
revenues for the three months ended June 30, 2@08led a $0.4 million net gain on foreign curreheylges compared to an immaterial gain
in 2007. Excluding this gain, the Americas’ revemmeased $23.8 million compared with the samépdast year.

The increase in EMEA revenues of $15.1 million2@r3%, for the three months ended June 30, 2008pared to the same period in 2007,
reflects a broad-based growth in client demanduding new and existing client relationships, i offset by certain program expirations.
New client relationships represented 9.5% of tlvegase in EME.’s revenue over the comparable 2007 period, whig%®f the increase w
generated by existing clients. EMEA revenues fergbcond quarter of 2008 experienced a $7.1 milliorease as a result of changes in
foreign currency exchange rates compared to the gsmod in 2007. Excluding this foreign curreneypact, EMEA revenues increased
$8.0 million compared with the same period lastryea

Direct Salaries and Related Costs

Direct salaries and related costs increased $2Blidmor 21.0%, to $133.7 million for the threeomths ended June 30, 2008, from
$110.5 million in the comparable 2007 period.

On a reporting segment basis, direct salaries @lated costs from the Americas segment increas2® $dillion or 18.0% to $84.8 million for
the three months ended June 30, 2008 from $71l@mifbr the comparable 2007 period. Direct sakaed related costs from the EMEA
segment increased $10.3 million or 26.7% to $48IBom for the three months ended June 30, 2006f§38.6 million in the comparable 2007
period. While changes in foreign currency exchamges positively impacted revenues in EMEA, thegatwely impacted direct salaries and
related costs in 2008 compared to 2007 by incrgabi@se costs by approximately $5.1 million.

In the Americas’ segment, as a percentage of regrlirect salaries and related costs decreasel 6 for the three months ended June 30,
2008 from 63.5% in the comparable 2007 period. Ghisrease of 1.8%, as a percentage of revenuegrinzarily attributable to lower
compensation costs of 0.8% due to improved sel@aiton, lower auto tow claim costs of 0.7% andéw other costs of 0.3%.

In the EMEA segment, as a percentage of revenirest dalaries and related costs decreased to 6@.2208 from 70.1% in 2007. This
decrease of 0.3% was primarily attributable to lofuéfillment material costs of 3.0%,
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lower billable supply costs of 0.5%, lower telepbawosts of 0.4%, lower postage costs of 0.1%, Idveeel costs of 0.1% and lower other ¢
of 0.4%, partially offset by higher compensatiostsoof 3.6% due primarily to wage increases antdrigecruiting costs of 0.6%.

General and Administrative

General and administrative expenses increasedndiflion, or 13.9%, to $57.4 million for the threeomths ended June 30, 2008, from
$50.4 million in the comparable 2007 period.

On a reporting segment basis, general and adndtiistrexpenses from the Americas segment increg&&dmillion or 18.5% to $30.7 million
for the three months ended June 30, 2008 from &28l@n for the comparable 2007 period. General administrative expenses from the
EMEA segment increased $2.8 million or 20.0% to.$illion for the three months ended June 30, 260& $14.3 million in the

comparable 2007 period. While changes in foreignericy exchange rates positively impacted reveimuBMEA, they negatively impacted
general and administrative expenses in the threghm@&nded June 30, 2008 compared to the comp&@dieperiod by increasing these costs
by approximately $1.5 million. Corporate generad administrative expenses decreased $0.6 millidha%o to $9.6 million for the three
months ended June 30, 2008 from $10.2 million. Teisrease of $0.6 million was primarily attribuglbd lower compensation costs of

$0.6 million, lower legal and professional feesb0f6 million and lower board of directors fees 6fmillion partially offset by higher bad
debt expense of $0.4 million, higher travel co$t$®2 million and higher depreciation and amoti@aof $0.1 million.

In the Americas’ segment, as a percentage of resmgeneral and administrative expenses decrea@d3% for the three months ended
June 30, 2008 from 22.8% in the comparable 200ibgethis decrease of 0.5% was primarily attriblgab lower facilities costs of 0.5%,
lower depreciation expense of 0.2%, lower consglfees of 0.2% and lower other costs of 0.1% partidfset by higher compensation costs
of 0.5%.

In the EMEA segment, as a percentage of revenee®rgl and administrative expenses decreased4&cXér the three months ended June
2008 from 25.9% in the comparable 2007 period. Ohizrease of 1.5% was primarily attributable todowompensation costs of 0.7%, lower
bad debt expense of 0.6% and lower facilities cos65% partially offset by higher telephone cast9.2% and higher other costs of 0.1%.
Interest Income

Interest income was $1.3 million for the three nmsnénded June 30, 2008, compared to $1.5 milliothiacomparable 2007 period reflecting
lower average rates of interest earned on intbessting investments in cash and cash equivaledtsizort-term investment.

Interest Expense

Interest expense remained at $0.1 million for tireeé months ended June 30, 2008 compared to thgacalie 2007 period.

Other Income (Expense)

Other income, net, was $3.7 million for the threenths ended June 30, 2008 compared to other expaetsef $0.7 million for the compara
2007 period. The net increase in other income of $dllion was primarily attributable to an increas realized and unrealized foreign
currency transaction gains, net of losses arigiog the revaluation of nonfunctional currency assetd liabilities. Other income

(expense) excludes the cumulative translation &ffaed unrealized gains (losses) on financial déxigs that are included in Accumulated
Other Comprehensive Income in shareholders’ equitile accompanying Condensed Consolidated Bal@heets.
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Provision for Income Taxes

The provision for income taxes of $3.7 million foe three months ended June 30, 2008 was basedopdax book income of $21.4 million,
compared to a provision of $1.8 million for thegarmonths ended June 30, 2007 based upotapteeok income of $8.1 million. The effect
tax rate for the three months ended June 30, 2@331w.3% compared to an effective tax rate of 2Zd@%he comparable 2007 period. This
decrease in the effective tax rate of 4.7%,wastdyermanent differences and losses in jurisdistion which tax benefits can be recognized,
additional income earned in tax holiday jurisdioBaaccompanied by a shift in the mix of earninghiwitax jurisdictions and the effects of
valuation allowances, foreign withholding and ottetes, accrued interest and penalties and foia@me tax rate differentials.

Net Income

As a result of the foregoing, we reported inconoerfloperations for the three months ended June(8B af $16.6 million, compared to

$7.5 million in the comparable 2007 period. Thisl$illion increase was principally attributablea®&39.3 million increase in revenues
partially offset by a $23.2 million increase inefit salaries and related costs and a $7.0 milliorease in general and administrative expenses
The $9.1 million increase in income from operatian$4.4 million increase in other income, netseffby $1.9 million higher tax provision &

a $0.2 million decrease in interest income, redutienet income of $17.7 million for the three mwmended June 30, 2008, an increase of
$11.4 million compared to the same period in 2007.

Six Months Ended June 30, 2008 Compared to Six Mam$ Ended June 30, 2007
Revenues

For the six months ended June 30, 2008, we recedriansolidated revenues of $411.4 million, andgase of $75.1 million, or 22.3%, from
$336.3 million of consolidated revenues for the panable 2007 period.

On a geographic segmentation basis, revenues frerAmericas region, including the United Stateq)dCia, Latin America, India and the A
Pacific Rim, represented 66.8%, or $274.9 milli@m,the six months ended June 30, 2008, comparéd.&%, or $227.2 million, for the
comparable 2007 period. Revenues from the EMEAoredgncluding Europe, the Middle East and Africgpnesented 33.2%, or $136.5 milli
for the six months ended June 30, 2008, compar8a.#$o, or $109.1 million, for the comparable 2@@riod.

The increase in the Americagvenue of $47.7 million, or 21.0%, for the six riftenended June 30, 2008, compared to the samelpe2®07
reflects a broadbased growth in client demand, including new andtig client relationships, offset by certain pragp expirations. New clie
relationships represented 57.5% of the increaieeimericas’ revenue over the comparable 200'bdewhile 42.5% of the Americas’
increase in revenues came from existing clientseRees from our offshore operations represente@6bf Americas’ revenues on 17,700
seats for the six months ended June 30, 2008, aehpa 59.4% on 16,500 seats for the comparablé ge€iod. The trend of generating more
of our revenues in our offshore operations is likel continue in 2008. While operating margins gatexl offshore are generally comparable to
those in the United States, our ability to mainthiese offshore operating margins longer termffgcdlt to predict due to potential increased
competition for the available workforce, the trasfchigher occupancy costs and costs of functionadency fluctuations in offshore markets.
These factors are weighed by management in itsfaxte-price or replace certain sub-profitablerdliprograms. Americas’ revenues for the
six months ended June 30, 2008 included a $3.@miflet gain on foreign currency hedges comparethtimmaterial gain in 2007. Excluding
this gain, the Americas’ revenue increased $44llfomicompared with the same period last year.

The increase in EMEA revenues of $27.4 million26r1%, for the six months ended June 30, 2008, aoedpto the same period in 2007,
reflects a broad-based growth in client demanduding new and existing client relationships, i offset by certain program expirations.
New client relationships represented 8.4% of tlvegase in EME/'s revenue over the comparable 2007 period, wtilé% of the increase in
revenues was generated from existing clients. EM&#&nues for the second quarter of 2008 experieadd8.3 million increase
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as a result of changes in foreign currency exchaaigs compared to the same period in 2007. Exaduttis foreign currency impact, EMEA
revenues increased $14.1 million compared wittstrae period last year.

Direct Salaries and Related Costs

Direct salaries and related costs increased $48liémor 22.4%, to $264.7 million for the six mihrs ended June 30, 2008, from
$216.3 million in the comparable 2007 period.

On a reporting segment basis, direct salaries elated costs from the Americas segment increas@d $2illion or 20.9% to $170.0 million f
the six months ended June 30, 2008 from $140.6omifbr the comparable 2007 period. Direct salasied related costs from the EMEA
segment increased $19.0 million or 25.0% to $94llfom for the six months ended June 30, 2008 fi®rb.7 million in the comparable 2007
period. While changes in foreign currency exchamges positively impacted revenues in EMEA, thegatwely impacted direct salaries and
related costs in 2008 compared to 2007 by incrgabiese costs by approximately $9.6 million.

In the Americas’ segment, as a percentage of reagerlirect salaries and related costs remainetl. 8¥6for the six months ended June 30,
2008 as compared to the 2007 period. For this gedivect salaries and related costs, as a pegewnfarevenues, reflected higher
compensation costs of 0.5%, offset by lower autodtaim costs of 0.2%, lower telephone costs o#4).and lower recruiting costs of 0.1%.

In the EMEA segment, as a percentage of revenirest dalaries and related costs remained at 684%e six months ended June 30, 2008
as compared to the 2007 period. For this periaéctisalaries and related costs, as a percentaggeariues, reflected higher compensation
costs of 3.1% due primarily to wage increases, drigfusiness development recruiting costs of 0.@#%ebby lower fulfillment material costs
of 2.3%, lower telephone costs of 0.5%, lower bikasupply costs of 0.3%, lower postage costs2¥d0and lower other costs of 0.4%.

General and Administrative

General and administrative expenses increased $ii#hi@n, or 15.0%, to $113.8 million for the sixanths ended June 30, 2008, from
$98.9 million in the comparable 2007 period.

On a reporting segment basis, general and adndtiistrexpenses from the Americas segment increb@&&dmillion or 19.4% to $60.9 million
for the six months ended June 30, 2008 from $51lldmfor the comparable 2007 period. General addhinistrative expenses from the
EMEA segment increased $4.8 million or 16.9% to.$38illion for the six months ended June 30, 20@81f$28.3 million in the comparable
2007 period. While changes in foreign currency exgie rates positively impacted revenues in EME@y thegatively impacted general and
administrative expenses in the six months ended 30n2008 compared to the comparable 2007 peyiddcbeasing these costs approxima
$2.8 million. Corporate general and administratixpenses increased $0.2 million or 0.8% to $19IBomifor the six months ended June 30,
2008 from $19.6 million in the comparable 2007 périThis increase of $0.2 million was primarilyrétitable to higher bad debt expense of
$1.2 million, higher travel costs of $0.3 millidmigher depreciation expense of $0.2 million, higthees and subscriptions of $0.1 million and
higher other costs of $0.3 million partially off¢st lower legal and professional fees of $1.3 willilower compensation costs of $0.4 million
and lower board of directors fees of $0.2 million.

In the Americas’ segment, as a percentage of resrmgeneral and administrative expenses decrea@2d2% for the six months ended
June 30, 2008 from 22.5% in the comparable 200ibgeThis decrease of 0.3% was primarily attriblgab lower depreciation expense of
0.2%, lower facilities costs of 0.2%, lower legatgrofessional fees of 0.2% and lower other cok@4%, partially offset by higher
compensation costs of 0.7%.

In the EMEA segment, as a percentage of reveneegrgl and administrative expenses decreased28c%ér the six months ended June 30,
2008 from 25.9% in the comparable 2007 period. Gkirease of 1.7% was primarily attributable todowad debt expense of 0.7%, lower
compensation costs of 0.6%, lower facilities ca$t8.4%, lower seminar and meeting costs of 0.3%lawer recruiting costs of 0.2% partia
offset by higher telephone costs of 0.2% and highieer costs of 0.3%.

36




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Management’s Discussion and Analysis of Financial
Condition and Results of Operations

Interest Income

Interest income was $3.1 million for the six monginsled June 30, 2008, compared to $2.8 milliottfercomparable 2007 period reflecting
higher average balances of interest bearing inve#irin cash and cash equivalents and short-terestiment offset by lower average rates.

Interest Expense

Interest expense was $0.2 million for the six merghded June 30, 2008 compared to $0.3 milliothimcomparable 2007 period reflecting
lower average levels of outstanding short-term debt

Other Income (Expense)

Other income, net, was $4.3 million for the six riinended June 30, 2008 compared to other expeesaf $1.0 million for the comparable
2007 period. The net increase in other income d #tllion was primarily attributable to an increasf $5.4 million in realized and unrealized
foreign currency transaction gains, net of lossesng from the revaluation of nonfunctional curcgrassets and liabilities and a $0.1 million
decrease in the loss on forward points valuatiofoogign currency hedges recognized in the six tm@ended June 30, 2007. Other income
(expense) excludes the cumulative translation effecd unrealized gains (losses) on financial déxigs that are included in Accumulated
Other Comprehensive Income in shareholders’ equitiie accompanying Condensed Consolidated Bal8heets.

Provision for Income Taxes

The provision for income taxes of $6.6 million foe six months ended June 30, 2008 was based upedrpbook income of $40.0 million,
compared to $4.4 million for the six months endeel30, 2007 based upon pa-book income of $22.6 million. The effective tae for the
six months ended June 30, 2008 was 16.4% compauad eéffective tax rate of 19.7% for the compar&@fleé7 period. This decrease in the
effective tax rate of 3.3 %, was due to recognittbmcome tax benefits of $1.3 million, includingerest and penalties of $0.8 million, relal
to transfer pricing as a result of a favorabledasit determination in March 2008, permanent défiferes and losses in jurisdictions for which
tax benefits can be recognized, additional incoareex in tax holiday jurisdictions accompanied kshit in the mix of earnings within tax
jurisdictions and the effects of valuation allowascforeign withholding and other taxes, accrug¢er@st and penalties and foreign income
rate differentials.

Net Income

As a result of the foregoing, we reported inconoerfloperations for the six months ended June 3@ 20832.9 million, compared to

$21.1 million in the comparable 2007 period. THi4 B million increase was principally attributalbdea $75.1 million increase in revenues
partially offset by a $48.4 million increase inefit salaries and related costs and a $14.9 milliorease in general and administrative
expenses. The $11.8 million increase in income fop@rations, a $5.3 million increase in other inepnmet, a $0.3 million increase in interest
income, a $0.1 million decrease in interest expeof$get by a $2.2 million higher tax provision uéied in net income of $33.4 million for the
six months ended June 30, 2008, an increase 08 $iilion compared to the same period in 2007.

Liquidity and Capital Resources

Our primary sources of liquidity are generally clsivs generated by operating activities and frorailable borrowings under our revolving
credit facilities. We utilize these capital res@agdto make capital expenditures associated priynaith our customer contact management
services, invest in technology applications andisttm further develop our service offerings andvimrking capital and other general corporate
purposes, including repurchase of our common stotie open market and to fund possible acquisstitm future periods, we intend similar
uses of these funds.
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On August 5, 2002, the Board of Directors authatitee Company to purchase up to three million shafeur outstanding common stock. A
total of 1.6 million shares have been repurchasetuthis program since inception. The shares arehpsed, from time to time, through open
market purchases or in negotiated private trarmagtiand the purchases are based on factors, inglbdt not limited to, the stock price and
general market conditions. During the six monthdeghJune 30, 2008, we did not repurchase commaesshader the 2002 repurchase
program.

During the six months ended June 30, 2008, we géee$31.0 million in cash from operating actisti§17.5 million from the sale of short-
term investments, received $1.1 million in cashrfriesuance of stock, $0.9 million from the releaSeestricted cash and $0.6 million from
excess tax benefits from stock-based compensdiigther, we used $16.3 million for capital expendis, purchased $1.0 million in sheetm
investments and restricted cash and used $0.Jomiti other investing activities resulting in a $8illion increase in available cash
(including the unfavorable effects of internationafrency exchange rates on cash of $3.0 million).

Net cash flows provided by operating activitiestfoe six months ended June 30, 2008 were $31.@mitompared to $22.6 million for tl
comparable 2007 period. The $8.4 million increasedt cash flows from operating activities was ttua $15.3 million increase in net income
and a $2.9 million increase in non-cash reconciliems such as depreciation and amortization, tiddncome taxes, stock-based
compensation, unrealized gains on financial insént® partially offset by a net decrease of $9.8anilin cash flows from assets and liabiliti
The $9.8 million net change in cash flows from &ss@d liabilities was principally a result of a2$4 million increase in receivables and a
$2.4 million decrease in income taxes payable grtoffset by a $3.5 million increase in deferrestenue, a $1.4 million decrease in other
assets and a $0.1 million increase in other litddli

Capital expenditures, which are generally fundeddsh generated from operating activities, avalablsh balances and borrowings available
under our credit facilities, were $16.3 million fitve six months ended June 30, 2008, compared4td $dillion for the comparable 2007
period, an increase of $2.2 million. During the signths ended June 30, 2008, approximately 41%eotapital expenditures were the resu
investing in new and existing customer contact rgangnt centers, primarily offshore, and 59% wa®egpd primarily for maintenance and
technology systems infrastructure. In 2008, wecgpdie capital expenditures in the range of $30I0om to $35.0 million.

An available source of future cash flows from fioguy activities is from borrowings under our $50lion revolving credit facility (the
“Credit Facility”), which amount is subject to cairt borrowing limitations. Pursuant to the termshaf Credit Facility which was executed on
March 15, 2004 and amended on May 4, 2007, the abad$50.0 million may be increased up to a maximaf $100.0 million with the prior
written consent of the lenders. The Credit Facilitgludes a $10.0 million swingline subfacility$a5.0 million letter of credit subfacility and a
$40.0 million multi-currency subfacility, not to exed a total of $50 million availability under tBeedit Facility.

The Credit Facility, which includes certain finamlotovenants, may be used for general corporaggopas including acquisitions, share
repurchases, working capital support, and lettecsaalit, subject to certain limitations. The Cidelacility, including the multi-currency
subfacility, accrues interest, at our option, atli@ Base Rate (defined as the higher of the lemgeime rate or the Federal Funds rate plus
0.50%) plus an applicable margin up to 0.50%, dtt{p London Interbank Offered Rate (“LIBOR”) plas applicable margin up to 1.25%.
Borrowings under the swingline subfacility accroterest at the prime rate plus an applicable margito 0.50% and borrowings under the
letter of credit subfacility accrue interest at tHBOR plus an applicable margin up to 1.25%. lditidn, a commitment fee of up to 0.25% is
charged on the unused portion of the Credit Fgailit a quarterly basis. The borrowings under tred@®Facility, which will terminate on
March 14, 2010, are secured by a pledge of 65%eo$tock of each of our active direct foreign sdiasies. The Credit Facility prohibits us
from incurring additional indebtedness, subjeatéttain specific exclusions. There were no borrgwim the first six months of 2008 and no
outstanding balances as of June 30, 2008 and Dexe3tb2007, with $50.0 million availability on tk¥edit Facility. At June 30, 2008, we
were in compliance with all loan requirements & @redit Facility.

Effective January 1, 2008, we adopted Financialodoting Standards Board (FASB) Statement of Firednfeccounting Standards
(SFAS) No. 157 (SFAS 157Fair Value MeasurementsAdoption of SFAS 157 did not have
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a material effect on our financial condition, résuf operations or cash flows. At June 30, 2008 aggregate amount of assets requiring fair
value measurement (no liabilities) included in Ue¥eepresented approximately 1% of the aggregaieuat of consolidated assets and
liabilities. Of the aggregate amount of total assetd liabilities requiring fair value measuremeapproximately 8% are included in Level 3.
The amount we report in Level 3 in future periodd e directly affected by market conditions. Thavere no material changes made to the
valuation techniques and methodologies used to unedair value during the six months ended Jun€808. See Note 1 of the accompanying
Condensed Consolidated Financial Statements fardumformation related to the adoption of SFAS &bd Item 3 “Quantitative and
Qualitative Disclosures about Market Risk” for fugt information regarding foreign currency risk.

At June 30, 2008, we had $208.4 million in cash eash equivalents, of which approximately 93% @454 million, was held in international
operations and may be subject to additional talepatriated to the United States.

We believe that our current cash levels, accesSiblés under our credit facilities and cash flowsf future operations will be adequate to
meet anticipated working capital needs, future depayment requirements (if any), continued exganebjectives, funding of potential
acquisitions, anticipated levels of capital expémgis and contractual obligations for the foreskehlture and any stock repurchases.

Off-Balance Sheet Arrangements and Other

At June 30, 2008, we did not have any material cencial commitments, including guarantees or starmépyrchase obligations, with
unconsolidated entities or financial partnershipsluding entities often referred to as structuiieence or special purpose entities or variable
interest entities, which would have been establigbethe purpose of facilitating off-balance shagtngements or other contractually narrow
or limited purposes.

From time to time, during the normal course of bass, we may make certain indemnities, commitmamtsguarantees under which we may
be required to make payments in relation to cettainsactions. These include, but are not limitedi} indemnities to clients, vendors and
service providers pertaining to claims based odigewgce or willful misconduct and (i) indemniti@s/olving breach of contract, the accuracy
of representations and warranties, or other litddliassumed by us in certain contracts. In additiee have agreements whereby we will
indemnify certain officers and directors for cemtaivents or occurrences while the officer or doe&, or was, serving at our request in such
capacity. The indemnification period covers alltipemt events and occurrences during the officar'director’s lifetime. The maximum
potential amount of future payments we could belireg to make under these indemnification agreesnisninlimited; however, we have
director and officer insurance coverage that liroiis exposure and enables us to recover a porfianyofuture amounts paid. We believe the
applicable insurance coverage is generally adedoatever any estimated potential liability undeede indemnification agreements. The
majority of these indemnities, commitments and gotees do not provide for any limitation of the imaxm potential for future payments we
could be obligated to make. We have not recordgdiahility for these indemnities, commitments asttier guarantees in the accompanying
Condensed Consolidated Balance Sheets. In additiemave some client contracts that do not comairtractual provisions for the limitation
of liability, and other client contracts that cantagreed upon exceptions to limitation of lialyilitWe have not recorded any liability in the
accompanying Condensed Consolidated Balance Shiébtsespect to any client contracts under whichhaee or may have unlimited
liability.

Contractual Obligations

As of June 30, 2008, we had $4.9 million of unretped tax benefits, a net decrease of $0.5 mifiom $5.4 million as of December 31,
2007. The unrecognized tax benefits are classifgetl.ong-term income tax liabilities” in the accoamying Condensed Consolidated Balance
Sheets. The decrease relates primarily to the rétog of tax benefits of $1.3 million, including@$ million of interest and penalties, relating
to transfer pricing as a result of a favorabledasit determination in March, 2008. As of June )8, the expected cash payments related to
the $4.9 million liability for unrecognized tax befits is $0.3 million in less than one year, $1.8iam in one to three years, none in three to
five years and $3.1 million after five years. Wéidee it is reasonably possible that the unrecogphiax benefits will decrease or be recogn

in the next twelve months by up to $1.5 million dae
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transfer pricing and the classification of taxibtites related to intercompany accounts that welfésolved under audit or appeal in various tax
jurisdictions. For a presentation of contractudigations as of December 31, 2007, refe“Management’s Discussion and Analysis of
Financial Condition and Results of Operations’ia Company’s Annual Report on Form 10-K for theryaraded December 31, 2007, filed
with the SEC.

During the three months ended June 30, 2008, wrezhinto two agreements with telecommunicatiomgiee providers obligating us to
purchase a minimum of $14.7 million over the newa years. We expect cash payments to be madeyatebt the next two years.

Critical Accounting Policies and Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyaltcepted in the United States requires
estimations and assumptions that affect the regh@nteounts of assets and liabilities and the disc®ef contingent assets and liabilities at the
date of the financial statements and the repomeauats of revenues and expenses during the reggrériod. These estimates and assump
are based on historical experience and various fdlstors that are believed to be reasonable uth@ecircumstances. Actual results could
differ from these estimates under different assionptor conditions.

We believe the following accounting policies are thost critical since these policies require sigaiit judgment or involve complex
estimations that are important to the portrayawffinancial condition and operating results:

Recognition of Revenu

We recognize revenue pursuant to applicable acowustandards, including SEC Staff Accounting Blili€“SAB”) No. 101 (SAB 101),
“Revenue Recognition in Financial StatementSAB 104,“Revenue Recognitionand the Emerging Issues Task Force (“EITF”) No2Q0-
(EITF 00-21)‘Revenue Arrangements with Multiple DeliverableSAB 101, as amended, and SAB 104 summarize certdire SEC staff’s
views in applying generally accepted accountinggples to revenue recognition in financial statetae@nd provide guidance on revenue
recognition issues in the absence of authoritditi#eature addressing a specific arrangement geaiic industry. EITF 00-21 provides further
guidance on how to account for multiple elementicmts.

We primarily recognize revenues from services asstirvices are performed, which is based on egtlper minute, per call or per transaction
basis, under a fully executed contractual agreemetirecord reductions to revenue for contractaahfiies and holdbacks for failure to meet
specified minimum service levels and other perfarcgabased contingencies. Revenue recognition igelinto the amount that is not
contingent upon delivery of any future product engce or meeting other specified performance doors.

Product sales, accounted for within our fulfilmeetvices, are recognized upon shipment to th@mestand satisfaction of all obligations.

Revenue from contracts with multiple-deliverabkesliocated to separate units of accounting basetiar relative fair value, if the
deliverables in the contract(s) meet the critesiastich treatment. Certain fulfillment servicestecacts contain multiple-deliverables.
Additionally, we have a contract that contains mpldtdeliverables for customer contact managememntices and fulfillment services.
Separation criteria include whether a deliverenhites value to the customer on a standalone asither there is objective and reliable
evidence of the fair value of the undelivered iteand, if the arrangement includes a general righ¢torn related to a delivered item, whether
delivery of the undelivered item is considered jatalb and in our control. Fair value is the pricaafeliverable when it is regularly sold on a
standalone basis, which generally consists of viesgecific objective evidence of fair value. If taés no evidence of the fair value for a
delivered product or service, revenue is allocéitstito the fair value of the undelivered prodoctservice and then the residual revenue is
allocated to the delivered product or servicehdre is no evidence of the fair value for an unveéeéd product or service, the contract(s) is
accounted for as a single unit of accounting, tesuin delay of revenue recognition for the detiee product or service until the undelivered
product or service portion of the contract is coetgl We recognize revenue for delivered elemertswanen the fair values of undelivered
elements are known, uncertainties regarding cheneptance are resolved, and there are no clegutiated refund or return rights affecting
revenue recognized for delivered elements.
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Once we determine the allocation of revenue betwledimerable elements, there are no further chaimgése revenue allocation. If the
separation criteria are met, revenue from thesécssris recognized as the services are performddrua fully executed contractual agreem
If the separation criteria are not met becauseettseinsufficient evidence to determine fair vatdene of the deliverables, all of the services
are accounted for as a single combined unit of @tteg. For these deliverables with insufficienidence to determine fair value, revenue is
recognized on the proportional performance mettsidguthe straight-line basis over the contractqekror the actual number of operational
seats used to serve the client, as appropriate.

Allowance for Doubtful Accounts

We maintain allowances for doubtful accounts oD%8illion as of June 30, 2008, or 1.8% of accouat®ivables, for estimated losses arising
from the inability of our customers to make reqdipayments. Our estimate is based on factors suiling the credit risk of certain clients,
historical collection experience and a review & tlurrent status of trade accounts receivable.réasonably possible that our estimate of the
allowance for doubtful accounts will change if fir@ncial condition of our customers were to detexie, resulting in a reduced ability to m:
payments.

Income Taxes

We reduce deferred tax assets by a valuation aloevéf, based on the weight of available evidemcesfich respective tax jurisdiction, it is
more likely than not that some portion or all o€suleferred tax assets will not be realized. THeaten allowance for a particular tax
jurisdiction is allocated between current and norent deferred tax assets for that jurisdictioraquro rata basis. Available evidence whic
considered in determining the amount of valuatibmwaance required includes, but is not limitedaay estimate of future taxable income and
any applicable tax-planning strategies. At Decen®ier2007, management determined that a valualiowance of $34.0 million was
necessary to reduce U.S. deferred tax assets b4 #iillion and foreign deferred tax assets by $28ilion, where it was more likely than not
that some portion or all of such deferred tax asadt not be realized. The recoverability of tlmaining net deferred tax asset of

$13.5 million at December 31, 2007 is dependenhupture profitability within each tax jurisdictioss of June 30, 2008, based on our
estimates of future taxable income and any apgkcex-planning strategies within various tax jdiiions, we believe that it is more likely
than not that the remaining net deferred tax asikbe realized.

We evaluate tax positions that have been takeneogxpected to be taken in our tax returns, anardeg liability for uncertain tax positions in
accordance with FASB Interpretation No. 48 (“FIN'¥8Accounting for Uncertainty in Income Taxes — atempretation of FASB No. 109.
The calculation of our tax liabilities involves dieg with uncertainties in the application of corapltax regulations. FIN 48 contains a tatep
approach to recognizing and measuring uncertaipoaitions accounted for in accordance with SFAS. Hirst, tax positions are recognized if
the weight of available evidence indicates thét ihore likely than not that the position will bestained upon examination, including resolu
of related appeals or litigation processes, if &@gcond, the tax position is measured as the leagesunt of tax benefit that has a greater than
50% likelihood of being realized upon settlement Wevaluate these uncertain tax positions on gaglyabasis. This evaluation is based on
factors including, but not limited to, changesawtt or circumstances, changes in tax law, effelgtisettled issues under audit, and new audit
activity. Such a change in recognition or measuregmeuld result in the recognition of a tax benefitan additional charge to the tax
provision.

Impairment of Lonc-lived Assets

We review long-lived assets, which had a carryiay& of $109.8 million as of June 30, 2008, inahgdgoodwill, intangibles and property and
equipment, and investment in SHPS, Incorporatednfpairment whenever events or changes in circantgts indicate that the carrying value
of an asset may not be recoverable and at leasb#iypifior impairment testing of goodwill. An assetconsidered to be impaired when the
carrying amount exceeds the fair value. Upon deteation that the carrying value of the asset isdirgrl, we would record an impairment
charge or loss to reduce the asset to its fairevatuture adverse changes in market conditionsor gperating results of the underlying
investment could result in losses or an inabilitygcover the carrying value of the investment énekefore, might require an impairment
charge in the future.
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Recent Accounting Pronouncements

In July 2006, the FASB issued FASB Interpretati@n(BIN 48), “Accounting for Uncertainty in Income TaxXesvhich clarifies the accounting
for uncertainty in income taxes recognized in tharicial statements in accordance with FASB Stat¢fNe. 109 (SFAS 109), Accounting

for Income Taxe.” FIN 48 provides guidance on the financial stagaitrrecognition and measurement of a tax positigart or expected to be
taken in a tax return. FIN 48 also provides guigame derecognition, classification, interest andgitées, accounting in interim periods,
disclosures, and transition. We adopted the prongsdf FIN 48 on January 1, 2007. As a result efithplementation of FIN 48, we recogni:
a $2.7 million liability for unrecognized tax beitsf including interest and penalties, which wascanted for as a reduction to the January 1,
2007 balance of retained earnings.

In September 2006, the FASB issued SFAS No. 15A8SF57), “Fair Value Measurements which defines fair value, establishes a
framework for measuring fair value in accordancthwienerally accepted accounting principles, argheas disclosures about fair value
measurements. We adopted the provisions of SFA®&@IFanuary 1, 2008. The adoption of this standateot have a material impact on our
financial condition, results of operations or célelvs. See Note 2 — Fair Value in the accompanyingdensed Consolidated Financial
Statements for further information.

In March 2007, the EITF reached a consensus or Nsu06-10 (EITF 06-10), Accounting for Deferred Compensation and Postretieat
Benefit Aspects of Collateral Assignment -Dollar Life Insurance ArrangementS$EITF 06-10 provides guidance on the employers’
recognition of assets, liabilities and related cermgation costs for collateral assignment splitaddife insurance arrangements that provide a
benefit to an employee that extends into postretare periods. We adopted the provisions of EITRL0Gn January 1, 2008. As a result of the
implementation of EITF 06-10, we recognized a $0illion liability for a postretirement benefit obktion related to a split dollar arrangement
on behalf of our founder and former Chairman anafOBxecutive Officer which was accounted for ag@uction to the January 1, 2008
balance of retained earnings. See Note 14 — PeR$&onand Post-Retirement Benefits in the acconipgryondensed Consolidated Financial
Statements for further information.

In December 2007, the FASB issued SFAS No. 141deev2007) (SFAS 141R),Business Combinatiorisand SFAS No. 160 (SFAS 160), “
Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Resear#tiBiMNo. 51”. SFAS 141R will

change how business acquisitions are accounteahfbwill impact financial statements both on theuasition date and in subsequent periods.
SFAS 160 will change the accounting and reportorgiinority interests, which will be recharactedzes noncontrolling interests and
classified as a component of shareholders’ eg8iBAS 141R and SFAS 160 are effective for fiscalyéaginning after December 15, 2008
and should be applied prospectively for all bussnemmbinations entered into after the date of ddopHowever, the presentation and
disclosure requirements of SFAS 160 will be appfietdospectively for all periods presented. Weaneently evaluating the impact of
adopting the presentation and disclosure provistdr&-AS 160 on our financial condition, resultsopkrations and cash flows.

In March 2008, the FASB issued SFAS No. 161 (SFA$) 1" Disclosures About Derivative Instruments and Heddhativities”, which
amends SFAS 133,Accounting for Derivative Instruments and Hedgirgivities”, by requiring increased qualitative, quantitatiaed credit-
risk disclosures about an entity’s derivative instents and hedging activities. SFAS 161 is effector fiscal years and interim periods
beginning after November 15, 2008. We are curremtBluating the impact of this standard on ourrfoial condition, results of operations and
cash flows.

In April 2008, the FASB issued FASB Staff PositiRSP”) No. 142-3 (FSP 142-3),Determination of the Useful Life of Intangible Asse

". FSP 1423 amends the factors an entity should consideeirelbping renewal or extension assumptions useetermining the useful life «
recognized intangible assets under FASB Statemenil#2, “Goodwill and Other Intangible Asséts This new guidance applies
prospectively to intangible assets that are acduirdividually or with a group of other assets irslmess combinations and asset acquisitions.
FSP 142-3 is effective for fiscal years and intepianiods beginning after December 15, 2008. Weanently evaluating the impact that FSP
142-3 will have on our financial condition, resuitfsoperations and cash flows.

42




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Management’s Discussion and Analysis of Financial
Condition and Results of Operations

ltem 3 — Quantitative and Qualitative Disclosures Adout Market Risk
Foreign Currency Risk

Our earnings and cash flows are subject to fluzinatdue to changes in non-U.S. currency exchaaigs.rWe are exposed to non-U.S.
exchange rate fluctuations as the financial resilt®on-U.S. subsidiaries are translated into ddlars in consolidation. As exchange rates
vary, those results, when translated, may vary feapectations and adversely impact overall expegtefitability. The cumulative translation
effects for subsidiaries using functional curresaither than the U.S. dollar are included in “Acclated other comprehensive income (loss)”
in shareholders’ equity. Movements in non-U.S. ency exchange rates may positively or negativelgcabur competitive position, as
exchange rate changes may affect business praaticksr pricing strategies of non-U.S. based coitgust Periodically, we use foreign
currency contracts to hedge intercompany receigedobel payables, and transactions initiated in thieed States that are denominated in
foreign currency.

We serve a number of U.S.-based clients using mw&tgontact management center capacity in thegpimkes which is within our Americas’
segment. Although the contracts with these cliamstypically priced in U.S. dollars, a substanpiaition of the costs incurred to render
services under these contracts are denominatelilipgine pesos (PHP), which represent a foreigrherge exposure.

In order to hedge approximately 74% of our exposelated to the anticipated cash flow requiremeetsominated in PHP, we had outstanc
forward contracts as of June 30, 2008 with courteigs to acquire a total of PHP 7.6 billion thrbugecember 2009 at fixed prices of
$174.3 million U.S. dollars. The fair value of teeferivative instruments as of June 30, 2008 isgmied in Note 4 of the accompanying
Condensed Consolidated Financial Statements. itBe dollar/PHP exchange rate were to adverseingd by 10% from current period-end
levels, we would incur a $23.4 million loss on omderlying exposures. However, this loss would éigly offset by a corresponding gain of
$17.8 million in the underlying exposures of theiviive instruments.

We evaluate the credit quality of potential coupéeties to derivative transactions and only enttr contracts with those considered to have
minimal credit risk. We periodically monitor charsgi® counterparty credit quality as well as ourcgoniration of credit exposure to individual
counterparties. We do not use derivative instrusyénttrading or speculative purposes.

Interest Rate Risk

Our exposure to interest rate risk results froniakde debt outstanding under our $50.0 million feiny credit facility. During the quarter
ended June 30, 2008, we had no debt outstandingr timid credit facility; therefore, a one-pointiiease in the weighted average interest rate,
which generally equals the LIBOR rate plus an agtlie margin, would not have had had a materiahthpn our financial position or results
of operations.

We have not historically used derivative instrunsentmanage exposure to changes in interest rates.

Fluctuations in Quarterly Results

For the year ended December 31, 2007, quarterbnigas as a percentage of total consolidated anenehues were approximately 24%, 24%,
25% and 27%, respectively, for each of the respedfuarters of the year. We have experienced amdate that in the future we will

continue to experience variations in quarterly reses. The variations are due to the timing of nemtracts and renewal of existing contracts,
the timing and frequency of client spending fortooger contact management services, non-U.S. cyrftutuations, and the seasonal pattern
of customer contact management support and fulitihiservices.

Iltem 4 — Controls and Procedures

As of June 30, 2008, under the direction of oureChkixecutive Officer and Chief Financial Officerewevaluated the effectiveness of the de
and operation of our disclosure controls and proces) as defined in Rule 13a —
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15(e) under the Securities Exchange Act of 1934nasnded. Our disclosure controls and procedusedesigned to provide reasonable
assurance that the information required to be @&zl in our SEC reports is recorded, processednsuized and reported within the time
period specified by the SEC'’s rules and forms, isratcumulated and communicated to managementidimg) our Chief Executive Officer

and Chief Financial Officer, as appropriate towlkimely decisions regarding required disclosure d@ncluded that, as of June 30, 2008, our
disclosure controls and procedures were effectitheareasonable assurance level.

There were no significant changes in our interoaltiols over financial reporting during the quagaded June 30, 2008 that have materially
affected, or are reasonably likely to materiallieaf, our internal controls over financial repogtin
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Part Il — OTHER INFORMATION
Iltem 1 — Legal Proceedings

We have previously disclosed regulatory sancti@sessed against our Spanish subsidiary relatitigetalleged inappropriate acquisition of
personal information in connection with two outbduwtient contracts. In order to appeal these claimgsissued a bank guarantee of

$0.9 million. During the three months ended June2B08, $0.4 million of the bank guarantee wasrretd to the Company. The remaining
balance of the bank guarantee of $0.5 million iduided as restricted cash in “Deferred chargesotimel assets” in the accompanying
Condensed Consolidated Balance Sheets as of Ju28@® ($0.9 million as of December 31, 2007). Vilechbeen and will continue to
vigorously defend these matters. However, dueitvén progression of several of these claims witheénSpanish court system, and based upor
opinion of legal counsel regarding the likely outmof several of the matters before the courtshawe accrued the amount of $1.3 million as
of June 30, 2008 and December 31, 2007 under SFAS N Accounting for Contingenciésecause we now believe that a loss is probable
and the amount of the loss can be reasonably dstinaa to three of the subject claims. There acedtiver related claims, one of which is
currently under appeal, and the other of whicmithe early stages of investigation, but we haweanorued any amounts related to either of
those claims because we do not currently belidessais probable, and it is not currently possibleesasonably estimate the amount of any loss
related to those two claims.

From time to time, we are involved in legal acti@mising in the ordinary course of business. Witspect to these matters, we believe that we
have adequate legal defenses and/or provided aegeeruals for related costs such that the ulératcome will not have a material adverse
effect on our future financial position or resufsoperations.

ltem 2 —Unregistered Sales of Equity Securities andse of Proceeds

Below is a summary of stock repurchases for thetquanded June 30, 2008 (in thousands, excepageqrice per share). See Note 11,
Earnings Per Share, to the Condensed Consolidataddial Statements for information regarding dock repurchase program.

Maximum
Total Number of Number Of
Shares Purchased Shares That May

Average as Part of Yet Be

Total Number Price Publicly Purchased

of Shares Paid Per  Announced Plans Under Plans or

Period Purchased (1) Share or Programs Programs
April 1, 2008— April 30, 2008 — — 1,644 1,35¢€
May 1, 200é— May 31, 200¢ — — 1,644 1,35¢
June 1, 200— June 30, 200 — — 1,644 1,35¢

(1) All shares purchased as part of a repurchaseppiblicly announced on August 5, 2002. Total nundfeshares approved for repurchase
under the plan was 3 million with no expiratione
ltem 4 — Submission of Matters to a Vote of SecurjtHolders
a. The Annual Meeting of Shareholders was held on Rtgy2008

b.  The following members of the Board of Directors evetected to Class | and to serve until the 201duahMeeting and until the
successors are elected and qualif

For Withhold
H. Park Helm:s 36,777,75 1,759,29:
Linda McClintoct-Greco, M.D. 37,829,72 707,32
James K. (Jack) Murray, . 37,907,31 629,74
James S. MaclLec 37,904,27 632,77t

45




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Management’s Discussion and Analysis of Financial
Condition and Results of Operations

The following are the members of the Board of Dtines whose term of office as a director continuiterahe meeting:

Furman P. Bodenheimer, . Mark C. Bozek
Lt. Gen Michael DeLong (Retiret lain A. Macdonalc
William J. Meuret Charles E. Syke
Paul L. Whiting

c. The following additional matters were voted upbthe Annual Meeting of Shareholders:
The proposal to ratify the appointment of independeiditors was approved as follows:

For Against Abstain

38,503,44¢ 23,372 10,231

Iltem 6 — Exhibits

The following documents are filed as an exhibithis Report:

15 Awareness lette

31.1 Certification of Chief Executive Officer, pursuaotRule 13-14(a).
31.2 Certification of Chief Financial Officer, pursuaotRule 13-14(a).
32.1 Certification of Chief Executive Officer, pursuantl8 U.S.C. §135(

32.2 Certification of Chief Financial Officer, pursuaiot18 U.S.C. §135(
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SIGNATURE

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

SYKES ENTERPRISES, INCORPORATE
(Registrant

Date: August 6, 200 By: /s/ W. Michael Kipphut

W. Michael Kipphut
Senior Vice President and Chief Financial Offi
(Principal Financial and Accounting Office
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32.2 Certification of Chief Financial Officer, pursuaiot18 U.S.C. §135(



Exhibit 15

August 6, 2008

Sykes Enterprises, Incorporated
400 North Ashley Drive
Tampa, FL 33602

We have reviewed, in accordance with the standafrttsee Public Company Accounting Oversight Boarahifeld States), the unaudited interim
financial information of Sykes Enterprises, Incaigded and subsidiaries for the periods ended Jan2@®8 and 2007, as indicated in our
report dated August 6, 2008 (which report includadexplanatory paragraph regarding the adoptidfirgincial Accounting Standards Board
Interpretation No. 48Accounting for Uncertainty in Income TaXedecause we did not perform an audit, we exptesseopinion on that
information.

We are aware that our report referred to abovechwisiincluded in your Quarterly Report on FormQ@er the quarter ended June 30, 2008, is
incorporated by reference in Registration Staterhast 333-23681, 333-76629, 333-88359, 333-73260,383-125178 on Forms S-8.

We also are aware that the aforementioned reparsupnt to Rule 436(c) under the Securities Adta83, is not considered a part of the
Registration Statement prepared or certified ba@ountant or a report prepared or certified bg@ountant within the meaning of Sections 7
and 11 of that Act.

/s/ Deloitte & Touche LLP

Tampa, Florida



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(a)

I, Charles E. Sykes, certify that:

1. | have reviewed this quarterly report on FormQ@0f Sykes Enterprises, Incorporated,;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the msrigresented in this report;

4. The company other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the company and have:

(a) Designed such disclosure controls andgatores, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatetsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over firiahgeporting, or caused such internal control dirancial reporting to be designed under our
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the comfsadigclosure controls and procedures and presentiis report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change indbmpany’s internal control over financial repogtithat occurred during the company’s most
recent fiscal quarter (the company’s fourth fisgadrter in the case of an annual report) that retemally affected, or is reasonably likely to
materially affect, the company’s internal contrekofinancial reporting; and

5. The company'’s other certifying officer(s) andalve disclosed, based on our most recent evaluatiimternal control over financial
reporting, to the company’s auditors and the acalihmittee of the company’s board of directors (@rspns performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intemrtrol over financial reporting which are
reasonably likely to adversely affect the comparydgity to record, process, summarize and repoénfcial information; and

(b) Any fraud, whether or not material, thatdlves management or other employees who hawgnéisant role in the company'’s internal
control over financial reporting.

Date: August 6, 2008

/sl Charles E. Syke
Charles E. Sykes, President and Chief Executivec€r




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13a-14(a)

I, W. Michael Kipphut, certify that:

1. | have reviewed this quarterly report on Form@0f Sykes Enterprises, Incorporated,;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the company as of, and for, the misrigresented in this report;

4. The company other certifying officer(s) and | are responsiipleestablishing and maintaining disclosure cdstemd procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the company and have:

(a) Designed such disclosure controls andgatores, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatetsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared;

(b) Designed such internal control over firiahgeporting, or caused such internal control dirancial reporting to be designed under our
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the comfsadigclosure controls and procedures and presentiis report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change indbmpany’s internal control over financial repogtithat occurred during the company’s most
recent fiscal quarter (the company’s fourth fisgadrter in the case of an annual report) that retemally affected, or is reasonably likely to
materially affect, the company’s internal contrekofinancial reporting; and

5. The company'’s other certifying officer(s) andalve disclosed, based on our most recent evaluatiimternal control over financial
reporting, to the company’s auditors and the acalihmittee of the company’s board of directors (@rspns performing the equivalent
functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of intemrtrol over financial reporting which are
reasonably likely to adversely affect the comparydgity to record, process, summarize and repoénfcial information; and

(b) Any fraud, whether or not material, thatdlves management or other employees who hawgnéisant role in the company'’s internal
control over financial reporting.

Date: August 6, 2008

/s! W. Michael Kipphu
W. Michael Kipphut, Senior Vice President and Cligfancial Officer




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. 81350

In connection with the Quarterly Report of Sykesdgprises, Incorporated (the “Company”) on FormQ@er the period ending June 30, 2008
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), I, CharleSfkes, President and Chief Executive
Officer of the Company, certify, pursuant to 18 IC.SSection 1350, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and
(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: August 6, 2008

By: /s/ Charles E. Syke

Charles E. Syke
President and Chief Executive Offic

A signed original of this written statement reqditey Section 906 of the Sarbanes-Oxley Act has peavided to the Company and will be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgju




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. 81350

In connection with the Quarterly Report of Sykesdfprises, Incorporated (the “Company”) on FormQ@er the period ending June 30, 2008
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), I, W. Mich&&bphut, Senior Vice President and
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg®Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Date: August 6, 2008

By: /s/ W. Michael Kipphu

W. Michael Kipphut

Senior Vice President and Chief Financial Offi
(Principal Financial and Accounting Office

A signed original of this written statement reqdil®y Section 906 of the Sarbanes-Oxley Act has peevided to the Company and will be
retained by the Company and furnished to the Seesiand Exchange Commission or its staff uponesqu




