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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, 2009
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 code(813) 274-1000

Indicate by check mark whether the registrant éf filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefilésuch 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 hibsnitted electronically and posted on its corpokilb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8 229.405 of thisptkg) during the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files).

YesOO NoO

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, noa-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fildzl Accelerated filei Non-accelerated fileEl Smaller reporting compariy
(Do not check if a smaller reporting compe

Indicate by check mark whether the registrantsbel company (as defined in Rule 12b-2 of the Exgje Act).

Yesd NoM

As of July 24, 2009, there were 41,321,938 outstanshares of common stock.
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PART | — FINANCIAL INFORMATION

Iltem 1 — Financial Statements

Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Balance Sheets

(in thousands, except per share data)
Assets
Current asset:
Cash and cash equivalel
Receivables, ne
Prep aid expenst¢
Other current asse

Total current asse
Property and equipment, r
Goodwill
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 shard®enéd; no shares issued and outstan
Common stock, $0.01 par value, 200,000 shares apglaip 41,530 and 41,271 shares iss

Additional paic-in capital
Retained earninc
Accumulated other comprehensive (lc

Treasury stock at cost: 328 shares and 96 s

Total shareholde’ equity

See accompanying notes to condensed consolidataukcfal statements.

(Unaudited)

3

June 30, 200 December 31, 20C
$ 238,900 $ 219,05(
165,74« 157,06’
9,591 7,08¢
11,72 13,317
425,96¢ 396,51¢
81,22 80,39(
21,14 23,191
2,56¢ 4,58¢
23,87( 24,85

$ 554,760 % 529,54
$ 17,94 $ 26,41¢
50,05¢ 47,19¢
1,36¢ 4,48¢
29,93¢ 26,95¢
15,61« 21,057
114,91 126,11(
11,80¢ 9,34(
5,031 5,071
4,577 4,98t
136,33 145,51.
41t 418
160,27: 158,21¢
266,30t 237,18¢
(4,119 (10,689
(4,442 (1,109
418,43 384,03(

$ 554,760 $ 529,54
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Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Operations

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
(in thousands, except per share data) 2009 2008 2009 2008
Revenue: $208,83¢ $207,62¢ $412,08( $411,35(
Operating expense
Direct salaries and related co 133,72 133,70t 263,98( 264,68¢
General and administratiy 56,471 57,35¢ 111,96! 113,77¢
Impairment loss on goodwill and intangib 1,58¢ — 1,58¢ —
Total operating expens 191,78t 191,06: 377,52 378,46"
Income from operation 17,05: 16,56¢ 34,55 32,88:
Other income (expense
Interest incom 60= 1,25¢ 1,45¢ 3,08(
Interest (expense (237) (125) (357) (227)
Impairment (loss) on investment in SH (2,089 — (2,089 —
Other income 27¢ 3,73 1,09¢ 4,264
Total other income (expens (1,446 4,86¢ 111 7,115
Income before provision for income ta» 15,60¢ 21,43: 34,66 40,00(
Provision for income taxe 1,25 3,70z 5,54¢ 6,561
Net income $ 14,34¢ $ 17,72¢ $ 29,11¢ $ 33,43¢
Net income per shar
Basic $ 0.3t $ 044 $ 0.72 $ 0.8
Diluted $ 0.3F $ 04: $ 071 $ 0.82
Weighted average share
Basic 40,65¢ 40,59¢ 40,63: 40,54¢
Diluted 40,95: 40,95: 40,99¢ 40,86(

See accompanying notes to condensed consolidaizacial statements.
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Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Changes in $élaolders’ Equity
Six Months Ended June 30, 2008, Six Months Ended Bember 31, 2008 and
Six Months Ended June 30, 2009

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

(In thousands) Issued Amount Capital Earnings Income (Loss) Stock Total
Balance at January 1, 200t 45,53] $ 45E $184,18: $195,20: $ 37,457 $(51,97¢) $365,32:
Adjustment upon adoption

EITF 0€-10 — — — (482) — — (482)
Issuance of common sto 90 1 1,08i — — — 1,08¢
Stock-based compensation

expense — — 2,351 — — — 2,351
Excess tax benefit from stc-

based compensatic — — 591 — — — 591
Issuance of common stock a

restricted stock under equity

award plan: 22¢€ 2 7€ — — (114 (36)
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, 200 41,20¢ 412 154,94¢ 210,06t 22,46( (60€) 387,28:
Issuance of common sto 15 — 86 — — — 86
Stock-based compensation

expense — — 2,39¢ — — — 2,39¢
Excess tax benefit from stock-

based compensatic — — 121 — — — 121
Issuance of common stock a

restricted stock under equit

award plan: 10 1 (15 — — 14 —
Repurchase of common sta — — — — — (512) (512)
Issuance of common stock for

business acquisitia 37 — 67€ — — — 67€
Comprehensive income (los — — — 27,12 (33,149 — (6,02])
Balance at December 31, 20C 41,27 413 158,21¢ 237,18t (20,689 (1,109 384,03(
Issuance of common sto 14 — 71 — — — 71
Stoclk-based compensatic

expense — — 2,80( — — — 2,80(
Excess tax benefit from stock-

based compensatic — — 125 — — — 12¢
Issuance of common stock a

restricted stock under equit'

award plan: 24k 2 (937) — — (14%) (1,080
Repurchase of common sta — — — — — (3,199 (3,199
Comprehensive incornr — — — 29,11¢ 6,56¢ — 35,68
Balance at June 30, 200 41,53( $ 41E $160,27: $266,30¢ $ (4,119 $ (4,447 $418,43¢

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, 2009 and 2008

(Unaudited)
(in thousands) 2009 2008
Cash flows from operating activities:
Net income $ 29,11¢ $ 33,43¢
Depreciation and amortization, r 13,93¢ 14,19¢
Impairment losse 3,67: —
Unrealized foreign currency transaction (gainsj, (1,53¢) —
Stock-based compensation expel 2,80(C 2,357
Excess tax benefit from stc-based compensatic (123) (591)
Deferred income tax provision (bene 33C (229)
Net loss on disposal of property and equipn 36 —
Bad debt expens 774 34¢
Write down of value added tax credit receival 32C 361
Unrealized loss on financial instruments, 34¢ 98t
Amortization of discount on sh«-term investment — (279
Amortization of actuarial gains on pensi (30 (35)
Foreign exchange (gain) on liquidation of foreignitees (D) (10
Amortization of unrealized (gain) on post retirernebligation (19) —
Changes in assets and liabiliti
Receivable: (9,007 (16,745
Prepaid expenst¢ (2,205) (3,030
Other current asse (58¢) 752
Deferred charges and other as: (2,507 (86)
Accounts payabl (4,295 (1,179
Income taxes receivable/payal (2,682) (3,852)
Accrued employee compensation and ben 2,64¢ 2,57¢
Other accrued expenses and current liabil (434) (14)
Deferred revenu 1,941 1,101
Other lon¢-term liabilities (20 675
Net cash provided by operating activit 33,48¢ 30,95:
Cash flows from investing activities:
Capital expenditure (18,309 (16,24%)
Proceeds from sale of property and equipn 162 67
Sale of sho-term investment — 17,53t
Investment in restricted ca — (997)
Proceeds from release of restricted ¢ 83¢ 85¢
Other 2 (12€)
Net cash (used for) provided by investing actigi (17,309 1,08¢
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Sykes Enterprises, Incorporated and Subsidiaries
Condensed Consolidated Statements of Cash Flows
Six months ended June 30, 2009 and 2008
(Unaudited)
(continued)

(in thousands)

Cash flows from financing activities:
Proceeds from issuance of stc
Excess tax benefit from stc-based compensatic
Cash paid for repurchase of common st

Proceeds from gran
Shares repurchased for minimum tax withholdingestricted stocl

Net cash (used for) provided by financing actig
Effects of exchange rates on cas
Net increase in cash and cash equivaler
Cash and cash equivale— beginning
Cash and cash equivale— ending

Supplemental disclosures of cash flow information

Cash paid during period for intere
Cash paid during period for income ta:

Non-cash transactions:
Property and equipment additions in accounts pay
Unrealized gain on post retirement obligation inwanulated other comprehensive income (It

See accompanying notes to condensed consolidaizacial statements.
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2009
71
122
(3,199

3,44(
(1,080)

— (639
4,31
19,85
219,05(

$238,90:«

63C
6,274

©~ A

$ 1,33¢
$ 461

2008

1,08¢
591

_ 1,67¢
(2,999
30,72:

177,68:

$208,40!

22C
9,97/

©~ A

$ 1,48t
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Sykes Enterprises, Incorporated and consolidatbsidiaries (“SYKES” or the “Company’f)rovides outsourced customer contact manage
solutions and services in the business processuraiag arena to companies, primarily within thenoounications, financial services,
healthcare, technology/consumer and transportatiohleisure industries. SYKES provides flexiblggrhguality outsourced customer contact
management services (with an emphasis on inbowhahitEal support and customer service), which inetudustomer assistance, healthcare
roadside assistance, technical support and pradies to its clients’ customers. Utilizing SYKEStdgrated onshore/offshore global delivery
model, SYKES provides its services through multidenmunications channels encompassing phone, e¥eab and chat. SYKES
complements its outsourced customer contact managteservices with various enterprise support sesvin the United States that encompass
services for a company’s internal support operatiémom technical staffing services to outsourcegborate help desk services. In Europe,
SYKES also provides fulfillment services includingiltilingual sales order processing via the Intearel phone, payment processing,
inventory control, product delivery and productures handling. The Company has operations in tvag@ghic regions entitled (1) the
Americas, which includes the United States, Canlatin America, India and the Asia Pacific Rimwhich the client base is primarily
companies in the United States that are using tmpany’s services to support their customer managéneeds; and (2) EMEA, which
includes Europe, the 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 imatlude all of the information and notes requibgdgenerally accepted accounting
principles for complete financial statements. la gpinion of management, all adjustments (congjggifimormal recurring accruals) considered
necessary for a fair presentation have been indludperating results for the three and six montiged June 30, 2009 are not necessarily
indicative of the results that may be expectedafor future quarters or the year ending Decembe2@09. 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,
2008, as filed with the Securities and Exchange @a@sion (“SEC”). Subsequent events have been eleauhrough the date and time the
condensed consolidated financial statements wstedson August 5, 2009. No material subsequent&Wave occurred since June 30, 2009
that required recognition or disclosure in our ecameked consolidated financial statements.

Property and Equipment — The carrying value of property and equipment ttelel and used is evaluated for impairment whenevents or
changes in circumstances indicate that the cargingunt may not be recoverable in accordance WithSSNo. 144, “Accounting for the
Impairment or Disposal of Lor-Lived Assets. For purposes of recognition and measuremenhadfrgairment loss, assets are grouped at the
lowest levels for which there are identifiable céislws (the “reporting unit”). An asset is considdrto be impaired when the sum of the
undiscounted future net cash flows expected tdtré&sun the use of the asset and its eventual disipn does not exceed its carrying amount.
The amount of the impairment loss, if any, is meagas the amount by which the carrying value efabset exceeds its estimated fair value,
which is generally determined based on appraisatales prices of comparable assets. OccasiotlalyCompany redeploys property and
equipment from under-utilized centers to other fimres to improve capacity utilization if it is deteined that the related undiscounted future
cash flows in the under-utilized centers would m®tsufficient to recover the carrying amount ofthassets. The Company determined that its
property and equipment was not impaired as of 30n&009.

Investment in SHPS —The Company holds a noncontrolling interest in SHR& (“SHPS”), which was accounted for at cost of
approximately $2.1 million as of December 31, 26068 was included in “Deferred charges and othestgsm the accompanying Condensed
Consolidated Balance Sheet. In June 2009, the Caoymggeived notice from SHPS that the shareholoe8-HPS had approved a merger
agreement between SHPS and SHPS Acquisition,gocspant to which the common stock of SHPS, inclgdhe common stock owned by
Company, would be converted into the right to ree€i0.000001 per share in cash. SHPS informed dnep@ny that it believes the estimated
fair value of the SHPS common stock to be equalitth per share amount. As a result of this traifsaand evaluation of the Company’s legal
options, the Company believes it is more likelyntimat that we will not be

8
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 1 — Basis of Presentation and Summary of Siditgant Accounting Policies — (continued)
Investment in SHPS — (continued)

able to recover the $2.1 million carrying valuetlwd investment in SHPS. Therefore, due to the edli value that is other than temporary,
management recorded a non-cash impairment los8.bfrfillion included in “Impairment loss on invesint in SHPS” in the accompanying
Condensed Consolidated Statements of Operatiorteddhree and six months ended June 30, 2009 (nahe comparable 2008 periods). See
Note 2 for further informatior

Goodwill — The Company accounts for goodwill and other igthle assets under SFAS No. 142 (SFAS 148pbdwill and Other Intangib
Assets.” Goodwill and other intangible assets with indeéirlitves are not subject to amortization, but indterust be reviewed at least annu
and more frequently in the presence of certairuangtances, for impairment by applying a fair vabased test. Fair value for goodwill is ba:
on discounted cash flows, market multiples andppraised values as appropriate. Under SFAS 142Zdirging value of assets is calculated at
the lowest levels for which there are identifiabsesh flows (the “reporting unit”). If the fair vadwof the reporting unit is less than its carrying
value, an impairment loss is recorded to the extettthe fair value of the goodwill within the teting unit is less than its carrying value. The
Company completed its annual goodwill impairmest tkiring the third quarter of 2008, which included consideration of recent economic
developments and determined that the carrying atmfuygpodwill was not impaired. Subsequently, dgrihe second quarter of 2009, base!
the presence of certain circumstances, the Compaoyded an impairment loss on goodwill relatetheoMarch 2005 acquisition of Kelly,
Luttmer & Associates Limited (“KLA”). See Note 2rféurther information. The Company expects to reeduture benefits from the remaining
previously acquired goodwill over an indefinite ipélrof 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 which approximates the pattern inchiithe economic benefits of the assets are
consumed. The Company periodically evaluates tbeverability of intangible assets and takes intwoaot events or changes in circumstances
that warrant revised estimates of useful liveshat indicate that an impairment exists. Fair vdbrantangible assets is based on discounted
cash flows, market multiples and/or appraised \&@hseappropriate. The Company does not have iftinggsets with indefinite lives. During
the second quarter of 2009, based on changescimedtances, the Company recorded an impairmenbloggangible assets related to the
KLA acquisition mentioned above. See Note 2 fottar information.

Value Added Tax Credit Receivables— The Philippine operations are subject to Valuelédi Tax (“VAT"), which is usually applied to all
goods and services purchased throughout the PinidippUpon validation and certification of the VAfedit receivables by the Philippine
government, the VAT credit receivables are heldstde through thirgbarty brokers. The Company sells VAT credits tcesghdue to its curre
tax holiday status in the Philippines and resultimapility to fully utilize these credits. This press through collection typically takes three to
five years. The VAT credit receivables balance rded at net realizable value, which approximatesvidue, is approximately $7.1 million
and $7.5 million as of June 30, 2009 and Decembg?@08, respectively. See “Fair Value Measurenientthis Note 1 for further
information. As of June 30, 2009 and December B082the VAT credit receivables of $5.9 million a9 million, respectively, are includ
in “Deferred Charges and Other Assets”, $1.1 milkmd $1.1 million, respectively, are included @ther Current Assetsind $0.1 million an
$1.5 million, respectively, are included in “Recaies” in the accompanying Condensed ConsolidatezhEial Statements. During the three
and six months ended June 30, 2009, the Compaeyndieed that a portion of the VAT credit receivabidance was not recoverable and
wrote down the balance by $0.1 million and $0.3ionil respectively. During the comparable 2008 gesj the Company wrote down the
balance by $0.2 million and $0.4 million, respeeljv

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 eligibleokayees).




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 1 — Basis of Presentation and Summary of Siditgant Accounting Policies — (continued)
Stock-Based Compensation — (continued)

All of these plans are discussed more fully in Nb2e Stockbased awards under these plans may consist of caratook, common stock uni
stock options, cash-settled or stock-settled sapgkeciation rights, restricted stock and otheclstzased awards. The Company issues
common stock and treasury stock to satisfy stotloopexercises or vesting of stock awards.

The Company recognizes in its statement of operstilbe grant-date fair value of stock options atfeioequity-based compensation issued to
employees and directors. Compensation expensejiityebased awards is recognized over the requasiteice period, usually the vesting
period, while compensation expense for liabilityséd awards (those usually settled in cash ratla@rgtock) is measured to fair-value at each
balance sheet date until the award is settled.

Fair Value of Financial Instruments — The following methods and assumptions were usedtimate the fair value of each class of financial
instruments for which it is practicable to estimthtat value:

. Cash, Accounts Receivable, Value Added Tax Credddriables, Shc-term and Other Investments, Investments Held irbR
Trust and Accounts Payable. The carrying valuesrtegd in the balance sheet for cash, accountsvatlei, value added tax credit
receivables, shc-term investments, investments held in rabbi trast @acounts payable approximate their fair val

. Foreign currency forward contracts. Foreign curyefiocward contracts are recognized in the balaheetsat fair value based
guoted market prices of comparable instruments ogne are available, on pricing models or fornsulging current market and
model assumption:

. Long-Term Debt. The fair value of long-term dehtluding the current portion thereof, is estinthi@sed on the quoted market
price for the same or similar types of borrowintgpagements. As of June 30, 2009 and December 88, #le Company had no
outstanding lon-term debt

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 Fioel Liabilities — including an
amendment to FASB Statement No.LTFAS 157, which defines fair value, establisadeamework for measuring fair value in accordance
with generally accepted accounting principles, exjplands disclosures about fair value measurem®R#S 157 clarifies that fair value is an
exit price, representing the amount that woulddzeived to sell an asset or paid to transfer ditiabn an orderly transaction between market
participants.

SFAS 159 permits an entity to measure certain firdmssets and financial liabilities at fair valuigh changes in fair value recognized in
earnings each period. Since the date of adoptiakaanary 1, 2008, the Company has not electedetthesfair value option permitted under
SFAS 159 for any of its financial assets and finad@bilities that are not already recorded at falue.

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

Fair Value Hierarchy— SFAS 157 requires disclosure about how fair vadudettermined for assets and liabilities and esthés a hierarchy
for which these assets and liabilities must be geoly 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:

10
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 1 — Basis of Presentation and Summary of Siditgant Accounting Policies — (continued)
Fair Value Measurements — (continued)
. Level 1— Quoted prices faidenticalinstruments in active marke:

. Level 2 — Quoted prices faimilar instruments in active markets; quoted prices fentital or similar instruments in markets that
are not active; and model-derived valuations inohtall significant inputs and significant valuewdnis are observable in active
markets.

. Level 3 — Valuations derived from valuation teicfues in which one or more significant inputs @nsficant value drivers 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 toessto determine fair value, and classifies swahstin Level 1. Fair values determined by
Level 2 inputs utilize inputs other than quoted ke&iprices included in Level 1 that are observétidhe asset or liability, either directly or
indirectly. Level 2 inputs include quoted markedtps in active markets for similar assets or litib8, and inputs other than quoted market
prices that are observable for the asset or ltgbllievel 3 inputs are unobservable inputs forakset or liability, and include situations where
there is little, if any, market activity for theszs or liability.

If quoted market prices are not available, faitueails based upon internally developed valuatiohrtiepies that use, where possible, current
market-based or independently sourced market paeaspsuch as interest rates, currency ratesAssets or liabilities valued using such
internally generated valuation techniques are ifladsaccording to the lowest level input or valilréver 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 mdtiogies used by the Company to measure fair vatekiding an indication of the level in
the fair value hierarchy in which each asset diility is generally classified.

Money Market Funds and Ope-end Mutual Funds —The Company uses quoted market prices in activ&etsmto determine the fair value
money market funds and open-end mutual funds, wdmietclassified in Level 1 of the fair value hietay.

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

Investments Held in Rabbi Trus— The Company maintains a non-qualified deferred amsption plan structured as a rabbi trust for oerta
eligible employees. The investment assets of thkitaust are valued using quoted market pricedipligd by the number of shares held in the
trust, which are classified in Level 1 of the fe@lue hierarchy. For additional information about deferred compensation plan, see Notes 5
and 12.

Guaranteed Investment Certificates -Guaranteed investment certificates, with variabteriest rates linked to the prime rate, approxirfeite
value due to the automatic ability to reprice wittanges in the market; such items are classifieguel 2 of the fair value hierarchy.

Value Added Tax Credit Receivables Fae VAT credit receivables are recorded at neizable value, which approximates fair value. The
Company determines the net realizable value basedtimated discounted future cash flows using $actors as historical sales experience
and current market conditions. Such items are ifledsn Level 3 of the fair value hierarchy.

11
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

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

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 effettaofslation gains and losses is not included ierdeining net income, but is included in
“Accumulated other comprehensive income (loss)"ichtis reflected as a separate component of shiak@isb equity until the sale or until the
complete or substantially complete liquidationtod het investment in the foreign subsidiary. Fareigrrency transactional gains and losse
included in “Other income (expense)” in the acconyiag Condensed Consolidated Statements of Opagatio

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

All derivatives, including foreign currency forwactntracts, are recognized in the balance shdairatalue. On the date the derivative cont

is entered into, the Company determines whethedéheative 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 “Accumuleteer comprehensive income (loss)”, until
the forecasted underlying transactions occur. Aalized gains or losses resulting from the cask Hedges are recognized together with the
hedged transaction within “Revenues”. Cash flowsnfthe derivative contracts are classified with@ash flows from operating activities” in
the accompanying Condensed Consolidated Staterh@ash Flows. Ineffectiveness is measured baseteoohange in fair value of the
forward contracts and the fair value of the hyptitaé derivatives with terms that match the critiams of the risk being hedged. Hedge
ineffectiveness is recognized within “Revenues”.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawét$ risk management objective
strategy for undertaking various hedging activitiglsis process includes linking all derivativestthee designated as cash flow hedges to
forecasted transactions. The Company also fornaakesses, 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 hedge# on a prospective and retrospective b
When it is determined that a derivative is not higiffective as a hedge or that it has ceased tHtighly effective hedge or if a forecasted
hedge is no longer probable of occurring, the Camgmhscontinues hedge accounting prospectivehdukie 30, 2009, all hedges were
determined to be highly effective.

The Company also periodically enters into forwasdtcacts that are not designated as hedges a®defirder SFAS 133. The purpose of these
derivative instruments is to reduce the effect@#®operating results and cash flows from fluctoagi caused by volatility in currency exchange
rates. The Company records changes in the faievathese derivative instruments within “Revenuas"Other income”, depending on the
purpose of the hedge, in the accompanying Condebeadolidated Statements of Operations. See Nfefdrther information on financial
derivative instruments.

Recent Accounting Pronouncements— In September 2006, the Financial Accounting Stéaasl Board (“FASB”) issued SFAS No. 157
(SFAS 157), ‘Fair Value Measurements which defines fair value, establishes a framdwfor measuring fair value in accordance with
generally accepted accounting principles, and edpaisclosures about fair value measurements. Dingp@ny adopted the provisions of SF
157 on January 1, 2008. The adoption of this stahdi@ not have a material impact on the Compafigancial condition, results of operations
or cash flows. See Note 2 — Fair Value for furtiméormation.
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

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

In March 2007, the Emerging Issues Task Force (FE)Teached a consensus on Issue No. 06-10 (EITEO)6* Accounting for Deferred
Compensation and Postretirement Benefit AspedBobi@iteral Assignment Split-Dollar Life Insurancerdngements” EITF 06-10 provides
guidance on the employer’s recognition of assigbilities and related compensation costs for ¢etkl assignment split-dollar life insurance
arrangements that provide a benefit to an empltysteextends into postretirement periods. The Cawgalopted the provisions of EITF Q6
on January 1, 2008. As a result of the implememtatif EITF 06-10, the Company recognized a $0.5ianiliability for a postretirement
benefit obligation related to a split dollar arrangent on behalf of its founder and former Chairmad Chief Executive Officer which was
accounted for as a reduction to the January 1, B@Gce of retained earnings. See Note 13 — Detfdenefit Pension Plan and Post-
Retirement Benefits for further information.

In December 2007, the FASB issued SFAS No. 14liseeh2007) (SFAS 141R),Business Combinatiorisand SFAS No. 160 (SFAS 160), “
Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Resear#tiBiNo. 51”. SFAS 141R changes
how business acquisitions are accounted for andétsgfinancial statements both on the acquisitate dnd in subsequent periods. SFAS 160
changes the accounting and reporting for minoritgrests, which will be recharacterized as nonadiintg interests and classified as a
component of shareholders’ equity. On January 092the Company adopted the provisions of SFAS 1&1dRSFAS 160. SFAS 141R will be
applied prospectively for all business combinatientered into after January 1, 2009, the date optah. The provisions of SFAS 160 will

also be applied prospectively to all noncontrollinggrests, except for the presentation and discéoprovisions which are applied
retrospectively to any noncontrolling interestst tw@se before January 1, 2009. The adoption sktBtandards did not have a material impact
on the Company’s financial condition, results oémgiions or 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. On January 1, 20@9Company adopted the provisions of
SFAS 161. The adoption of this standard did noehtamaterial impact on the Company’s financial dthoral, results of operations or cash
flows. See Note 4 — Financial Derivatives for fuethnformation.

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

FSP 142-3 amends the factors an entity should densi developing renewal or extension assumptisesl in determining the useful life of
recognized intangible assets under FASB Statemeni#2,“Goodwill and Other Intangible AssetsThis new guidance applies prospectively
to intangible assets that are acquired individuatlyvith a group of other assets in business coatiains and asset acquisitions. The Company
adopted the provisions of FSP 142-3 on Januar®@9.2The adoption of this standard did not haveaterial impact on the Company’s
financial condition, results of operations or céskws.

In December 2008, the FASB issued FSP No. FAS 132(®SP 132R-1), Employers Disclosures about Postretirement BeRddih Assets
", which provides additional guidance on an empisydisclosures about plan assets of a definedftigr@sion or other postretirement plan.
FSP 132Rt is effective for financial statements issuedfferal years ending after December 15, 2009. Tha&@my is currently evaluating 1
impact of adopting FSP 132R-1 on its financial dbod, results of operations and cash flows.

In April 2009, the FASB issued FSP No. FAS 141(R}$P 141(R)-1);Accounting for Assets Acquired and Liabilities Asted in a Business
Combination That Arise from Contingenciesthich amends the guidance in SFAS 141R to redhatassets acquired and liabilities assumed
in a business combination that arise from contiogeEnbe recognized at fair value if fair value barreasonably estimated. If fair value of such
an asset or liability cannot be reasonably estithdbe asset or liability would generally be redagd in accordance with FASB Statement

No. 5, "Accounting for Contingenciésand FASB Interpretation (FIN) No. 14 Reasonable Estimation of the Amount of a oBsirther, the
FASB decided to remove the subsequent accountiitagce for
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

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

assets and liabilities arising from contingencresf Statement 141R, and carry forward without gigant revision the guidance in SFAS
141R. Like SFAS 141R, FSP 141(R)s effective for assets or liabilities arisingrt contingencies in business combinations whoseisitiQn
date is on or after January 1, 2009.

In April 2009, the FASB issued FSP No. FAS 107-d@ a®B 28-1 (FSP 107-1)Interim Disclosures about Fair Value of Financial
Instruments', which amends FASB Statement No. 1@jisclosures about Fair Value of Financial Instrumis”, and APB Opinion No. 28,
“Interim Financial Reporting”,to extend the annual disclosures about fair vafdaancial instruments to interim reporting persodSP 107:

is effective for interim reporting periods endirftea June 15, 2009, and was adopted on April 19200e adoption of FSP 107-1 did not have
a material impact on the Company’s financial cdoditresults of operations or cash flows. See NetBasis of Presentation and Summary of
Significant Accounting Policies — Fair Value Measunents for further information.

In April 2009, the FASB issued FSP No. FAS 157-8RFL57-4);Determining Fair Value When the Volume and Leviebotivity for the Asset
or Liability Have Significantly Decreased and Idiéyihg Transactions That Are Not OrderlyWhich amends SFAS 157 Fair Value
Measurements, and supersedes FSP No. FAS 1573etermining the Fair Value of a Financial Asset \Wihiee Market for That Asset Is Not
Active”. FSP 157-4 provides additional guidance on ediimgefair value when the volume and level of adjivfor an asset or liability have
significantly decreased in relation to normal mageivity for the asset or liability. FSP 157-4@lprovides guidance on circumstances that
may indicate a transaction is not orderly (thadistressed or forced). FSP 157-4 is effective prnoapective basis for interim and annual
reporting periods ending after June 15, 2009, aasl adopted on April 1, 2009. The adoption of FSR-48lid not have a material impact on
the Company'’s financial condition, results of opieras or cash flows.

In April 2009, the FASB issued FSP No. FAS 115-8 BAS 124-2 (FSP 115-2)Recognition and Presentation of Other-Than Temppra
Impairments', which amends the recognition and presentatiattudr-than-temporary impairments for debt secuwiied provides new
disclosure requirements for both debt and equitysies. Upon adoption of the provisions of FSB-P] the non-credit component of
previously recognized other-than-temporary impait@ debt securities held on that date is rediagsirom Retained Earnings to
Accumulated Other Comprehensive Income and repagead cumulative-effect adjustment as of the beéginaf the period of adoption, if the
entity does not intend to sell the security arid itot more likely than not that it will be requiréo sell the security before recovery of its
amortized cost basis. FSP 115-2 is effective farim and annual reporting periods ending afteeJLB, 2009, and was adopted on April 1,
2009. The adoption of FSP 115-2 did not have amahiepact on the Company’s financial conditioaesults of operations or cash flows. See
Note 5— Investments Held in Rabbi Trust for further infation.

In May 2009, the FASB issued SFAS No. 165 (SFAS) l&ubsequent Events'which establishes general standards of accoufaingnd
disclosures of, events that occur after the balaheet date but before the financial statementsaned or are available to be issued. SFAS
is effective on a prospective basis for interirabnual periods ending after June 15, 2009, andadagted on April 1, 2009. This standard did
not have a material impact on the Company’s fir@remndition, results of operations and cash flows.

In June 2009, the FASB issued SFAS No. 168 (SFAS, 18he FASB Accounting Standards Codification and ltherarchy of Generally
Accepted Accounting Principl— a replacement of FASB Statement No. 16FAS 168 states that the FASB Accounting Standards
Cadification (“Codification”) will become the singlsource of authoritative U.S. generally acceptetdanting principles (“GAAP”yecognizet
by the FASB. The Codification and all of its cortgrwhich changes the referencing of financial déads, will carry the same level of
authority, effectively superseding SFAS 162. Ineottvords, the GAAP hierarchy will be modified telinde only two levels of GAAP,
authoritative and nonauthoritative. SFAS 168 igdif/e for financial statements issued for inteand annual periods ending after
September 15, 2009. Therefore, in the third quaft@009, all references made to GAAP will userkes Codification numbering system
prescribed by the FASB. As the Codification is iménded
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

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

Recent Accounting Pronouncements — (continued)

to change or alter existing GAAP, it is not expddie have an impact on the Company’s financial @@ results of operations and cash
flows.

Note 2 — Fair Value

The Company’s assets and liabilities measuredratdéue on a recurring basis as of June 30, 200¢est to the requirements of SFAS 157
consist of the following (in thousands):

Fair Value Measurments at June 30, 2009 Using:

Quoted Prices Significant
in Active Other Significant
Markets For Observable Unobservable
Balance at Identical Asset: Inputs Inputs
June 30, 200 Level (1) Level (2) Level (3)
Assets:
Money Market Funds and Og-end Mutual Fund® $ 87,780 $ 87,78( $ — $ —
Foreign Currency Forward Contra(?) 292 — 29z —
Investments held in Rabbi Trust for the Deferrednpensation Pla® 1,90¢ 1,90t — —
Guaranteed Investment Certifica® 47 — 47 —
Value Added Tax Credit Receivabl® 7,06z — — 7,06z
Total Assets $ 97,08 $ 89,68¢ $ 33¢ $ 7,062
Liabilities:
Foreign Currency Forward Contra® $ 5958 $ — $ 5,95t $ =
Total Liabilities $ 5958 $ — $ 5,95¢ $ —

@

@

(©)
4)
®)

6)

Included $87.1 million in “Cash and cash equin&de and $0.7 million in “Deferred charges and othssets” in the accompanying
Condensed Consolidated Balance St

Included in “Other current assets” in the acconyrag Condensed Consolidated Balance Sheet. See/qNet Financial Derivatives for
further information

Included in“Other current ass¢’ in the accompanying Condensed Consolidated Bal&heet.
Included in“Deferred charges and other as” in the accompanying Condensed Consolidated Bal&heet.

Included $5.9 million in “Deferred charges antestassets,” $1.1 million in “Other current assetsd $0.1 million in “Receivables” in
the accompanying Condensed Consolidated Balancet.!

Included in “Other accrued expense and currabilities” in the accompanying Condensed Consadid&alance Sheet. See Note 4 —
Financial Derivatives for further informatio
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 2 — Fair Value — (continued)

The Company’s assets and liabilities measuredratdéue on a recurring basis as of December 308 Zubject to the requirements of SFAS
157 consist of the following (in thousands):

Fair Value Measurments at December 31, 2008 Using:

Quoted Prices Significant
in Active Other Significant
Markets For Observable Unobservable
Balance at  Identical Assets __Inputs _ __Inputs
December 31, 20C Level (1) Level (2) Level (3)
Assets:
Money Market Funds and Og-end Mutual Fund®@ $ 111,420 % 111,42 $ — $ —
Investments held in Rabbi Trust for the Deferrean@ensatior
Plan() 1,38¢ 1,38¢ — —
Guaranteed Investment Certifica® 85¢ — 85¢ —
Value Added Tax Credit Receivabl® 7,501 — — 7,501
Total Assets $ 121,166 $  112,80¢ $ 85¢ $ 7,501
Liabilities:
Foreign Currency Forward Contra(®) $ 11,65 $ — $ 11,65¢ $ —
Total Liabilities $ 11,65 $ — $ 11,65« $ —

@ Included $110.7 million it*Cash and cash equivale” and $0.7 million ir“Deferred charges and other as” in the accompanyin
Condensed Consolidated Balance Sf

@ Included in“Other current asse¢’ in the accompanying Condensed Consolidated Bal@heet.
®  Included in“Other current ass¢’ in the accompanying Condensed Consolidated Bal@heet

@ Included $4.9 million in “Deferred charges anHestassets,” $1.1 million in “Other current asseisti $1.5 million in “Receivables” in
the accompanying Condensed Consolidated Balancet.!

®)  Included in“Other accrued expense and current liabi” in the accompanying Condensed Consolidated Bal8heet. See Note—
Financial Derivatives for further informatio
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 2 — Fair Value — (continued)

The following table presents a reconciliation of tieginning and ending balances for the Comparslisgevadded tax credit receivables
measured at fair value on a recurring basis usgmgfecant unobservable inputs (Level 3) during theee and six months ended June 30, 2009
and 2008 (in thousands):

Three Months Ended June 3C

Description 2009 2008
Beginning Balance, April 1 $ 7,53¢ $ 8,68(
Included in earning® (111 (192)
Purchases, issuances and settlerr (360 (1,250
Ending Balance, June 3( $ 7,06: $ 7,23t
Six Months Ended June 30,
Description 2009 2008
Beginning Balance, January $ 7,501 $ 8,247
Included in earning® (320 (361)
Purchases, issuances and settlenr (119 (64¢)
Ending Balance, June 3( $ 7,06: $ 7,23t
2009 2008
Unrealized Gains (Losses) Included in Earnings Abay
For the three months ended June $— $—
For the six months ended June $— $—

(1 Represents the write down to net realizable valakided in“General and administrati” costs in the accompanying Conden
Consolidated Statement of Operatic
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 2 — Fair Value — (continued)

Certain assets, under certain conditions, are medsu fair value on a nonrecurring basis utilizireyel 3 inputs as described in Note 1, like
those associated with acquired businesses, ingugtindwill and other intangible assets, investmantsost and other long-lived assets. For
these assets, measurement at fair value in pesidsequent to their initial recognition is appliesib one or more of these assets are
determined to be impaired. The Company’s assetsuned at fair value on a nonrecurring basis (nalitees) as of June 30, 2009 subject to
the requirements of SFAS 157 consist of the folfayin thousands):

Fair Value Measurments at June 30, 2009 Using:

Quoted Prices Significant
in Active Other Significant Three and Six
Markets For Observable Unobservable Months Ended
Balance at Identical Asset: Inputs Inputs June 30, 2009
June 30, 200 Level (1) Level (2) Level (3) Total Gains (Losses
Assets:
KLA assets:
Goodwill $ — 3 — $  — $ — 3 (629)
Intangibles, ne 301 — 301 — (955)
301 o= 301 = (1,589
Investment in SHP® — — — — (2,089
Total Assets $ 301 $ — $ 301 $ — $ (3,679)

(1) See Note 1, Investment in SHPS, for the nedsothe fair value measurement, description efitiputs and the information used to
develop the inputs

On June 30, 2009, the Company committed to a plaelt or close its Employee Assistance and OcaupatHealth operations in Calgary,
Alberta, Canada, which was originally acquired oarbh 1, 2005 when the Company purchased the sbBkdsA. As a result of KLA’s actual
and forecasted operating results for 2009, detgimr of the KLA customer base and loss of key aygés, the Company expects to sell or
close the Calgary operations on or before Dece®bg2009 for less than its current carrying valtl@s decline in value is other than
temporary, therefore, the Company recorded a nsh-tapairment loss of $1.0 million related to irgdnle assets (primarily customer
relationships) and $0.6 million related to goodwvittluded in “Impairment loss on goodwill and ingglmies” in the accompanying Condensed
Consolidated Statements of Operations for the taneksix months ended June 30, 2009 (none in tmparable 2008 period). In addition the
Company estimates $0.6 million to $1.0 million ash expenditures for the Calgary closing, includaxglity-related costs of $0.5 million to
$0.9 million to be paid through the remainder @& kbase term ending July 2012 and $0.1 millionna-tme employee termination benefits.
The exact timing and actual amounts of the facilithated payments are dependent upon the Compaiylity to sublease these facilities. If
events and circumstances regarding the Companifitydb sublease the facilities change, thesenestes would change. Income (loss) from
operations for KLA for the three and six monthseshdune 2009 and 2008 were not material to theotidased income from operations;
therefore, the results of operations of KLA havé lmeen presented as discontinued operations iadb@mpanying Condensed Consolidated
Statement of Operations.
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Sykes Enterprises, Incorporated and Subsidiaries
Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 3 — Goodwill and Intangible Assets

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

Weighted

Average
Gross Accumulated Net Amortization
Intangibles Amortization Intangibles Period (years’
Customer relationshif $ 4,47¢ $ 2,23¢ $ 2,23¢ 6
Trade nam 814 48¢ 32€ 5
Non-compete agreeme 163 163 — 2
Other 134 134 — 3
5,587 3,02¢ 2,564 6

Customer relationships held for s 301 — 301

$ 5,88¢ $ 3,02t $ 2,86¢

(1) On June 30, 2009, the Company committedgi@a to sell or close its KLA operations, in Canadaluding customer relationships, as
discussed more fully in Note 2. As of June 30, 2@B& amount is included in “Other current asséighe accompanying Condensed
Consolidated Balance She

The following table presents the Company’s purctiastangible assets (in thousands) as of Decemhe2(®8:

Weighted

Average
Gross Accumulated Net Amortization
Intangibles Amortization Intangibles Period (years’
Customer relationshiy $ 6,711 $ 2,59¢ $ 4,11 7
Trade nam 892 44¢ 44¢ 5
Non-compete agreeme 61C 61C — 2
Other 237 212 25 3
$ 8,45C $ 3,86¢4 $ 4,58¢ 6

Amortization expense, related to the purchasechgibde assets resulting from acquisitions (othantgoodwill), of $0.3 million and
$0.6 million for the three and six months endedeJ8®, 2009, respectively, is included in “General administrative” costs in the
accompanying Condensed Consolidated Statementperb@ons. In the comparable 2008 periods, the @Gmypecognized amortization

expense of $0.3 million and $0.7 million, respeeiyjv
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Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 3 — Goodwill and Intangible Assets — (continu®
The Company’s estimated future amortization expéoisthe five succeeding years is as follows (iousands):

Years Ending December 31, Amount
2009 (remaining six month $45¢
2010 $90¢
2011 $827
2012 $37¢
2013 $—

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

Years Ending December 31 Amount

Balance at December 31, 20C $22,46¢
Contingent payment for Apex acquisiti 3,07¢
Foreign currency translatic (2,359
Balance at December 31, 20C 23,19:
Impairment on KLA goodwill (see Note ! (629)
Foreign currency translatic (1,420
Balance at June 30, 200 $21,14.

Note 4 — Financial Derivatives

The Company had derivative assets and liabiligdating to outstanding forward contracts, desighatecash flow hedges, as defined under
SFAS 133, consisting of Philippine peso (“PHP”) ttants, maturing within 12 months with a notionalue of $74.8 million and

$107.0 million as of June 30, 2009 and DecembeP3Q8, respectively. These contracts are entetedarprotect against the risk that the
eventual cash flows resulting from such transastioitl be adversely affected by changes in exchaatgs.

The Company had a total of $3.0 million and $7.8iom of deferred losses, net of taxes of $1.7 ignlland $3.3 million, on these derivative
instruments as of June 30, 2009 and December 8B, 28spectively, recorded in “Accumulated othenpeehensive income (loss)” (“AOCI”)
in the accompanying Condensed Consolidated Bal8heets. The deferred losses expected to be rdidddsi “Revenues” from AOCI during
the next twelve months is $4.7 million. Howeveistamount and other future reclassifications fro@@\ will fluctuate with movements in the
underlying market price of the forward contracts.

The Company also periodically enters into forwasdtcacts that are not designated as hedges a®defirder SFAS 133. The purpose of these
derivative instruments is to reduce the effect@#®operating results and cash flows from fluctoagi caused by volatility in currency exchange
rates, primarily related to intercompany loan pagtaeDuring the six months ended June 30, 2009Ctrapany entered into and settled
forward contracts to sell $0.9 million U.S. dollatsfixed prices of 1.1 million Canadian dollarsves| as forward contracts to sell PHP

175.0 million at fixed prices of Euro 2.8 millioBuring the six months ended June 30, 2008, the @osnpntered into a forward contract to
sell 25.0 million Canadian dollars at fixed pricé€uro 14.6 million through December 2009. SeeeNbfor further information on foreign
currency and derivative instruments.
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Notes to Condensed Consolidated Financial Statement
Six months ended June 30, 2009 and 2008
(Unaudited)

Note 4 — Financial Derivatives — (continued)

The Company had the following outstanding foreigrrency forward contracts (in thousands):

As of June 30, 2009 As of December 31, 2008
Foreign Currency Foreign Currency
Currency Denomination Currency Denomination
U.S. Dollars Philippine U.S. Dollars Philippine
Pesos 3,421,77 Pesos 4,645,71
Canadian Dollar Euros 14,64: Canadian Dollar Euros 14,64

As of June 30, 2009, the maximum amount of losstdweedit risk that, based on the gross fair valUthe financial instruments, the Company
would incur if parties to the financial instrumethst make up the concentration failed to perfooeoading to the terms of the contracts is $0.3
million.

The following tables present the fair value of @@mpany’s derivative instruments as of June 30920@ December 31, 2008 included in the
accompanying Condensed Consolidated Balance Sfied¢t®usands):

Derivative Assets

June 30, 2009 December 31, 2008
Balance Sheet Balance Shee
Location Fair Value Location Fair Value
Derivatives designated as hedging instruments undé&FAS 133:
Foreign currency forward contrac Other current asse $ 292 — $ —
Total derivative assets $ 297 $ =
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(Unaudited)

Note 4 — Financial Derivatives — (continued)

Derivatives designated as hedging instruments und&SFAS 133:
Foreign currency forward contracts

Derivatives not designated as hedging instrumentshder SFAS 1331):
Foreign currency forward contracts

Total derivative liabilities

Derivative Liabilities

June 30, 2009

December 31, 2008

Location Fair Value Location Fair Value
Other accrued Other accrued
expenses and expenses and
current current
liabilities $ 4,97: liabilities $ 11,377
Other accrued Other accrued
expenses and expenses and
current current
liabilities 982 liabilities 277
$ 5,95k $ 11,65¢

(1) See Note 1 for additional information on the Compaipurpose for entering into derivatives not desiged as hedging instruments and

its overall risk management strategi

The following tables present the effect of the Camys derivative instruments for the three monthdesl June 30, 2009 and 2008 in the
accompanying Condensed Consolidated Financialr8&atts (in thousands):

Gain (Loss)
Recognized in AOCI

Gain (Loss)
Reclassified From
Accumulated AOCI

Gain (Loss)
Recognized in Income

on Derivative Statement Into Income (Effective on Derivative
(Effective Portion) of Portion) (Ineffective Portion)
June 30, Operations June 30, June 30,
2009 2008 Location 2009 2008 2009 2008
Derivatives in SFAS 133 cas|
flow hedging relationships:
Foreign currency forward
contracts $ 1,371 $(16,28%) Revenues $ (2,525 $ 627 $ — $ (229
$ 1,371 $(16,285) $ (2,525 $ 627 $  — $ (229
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(Unaudited)

Note 4 — Financial Derivatives — (continued)

Derivatives not designated as hedging instrumentsnder SFAS 133:
Foreign currency forward contrac
Foreign currency forward contrac

Statement of

Gain (Loss) Recognize
in Income on Derivative

Operations June 30,
Location 2009 2008
Revenues $ (53 $ —
Other income and (expenst (421) —
$ (479 $ —

The following tables present the effect of the Camys derivative instruments for the six monthseshdune 30, 2009 and 2008 in the

accompanying Condensed Consolidated Financialr8&atts (in thousands):

Gain (Loss)
Recognized in AOCI

on Derivative Statement
(Effective Portion) of
June 30, Operations
2009 2008 Location
Derivatives in SFAS 133 cas|
flow hedging relationships:
Foreign currency forwar
contracts $ 80¢ $(18,057) Revenues
$ 803 $(18,057)

Derivatives not designated as hedging instrumentsnder SFAS 133:
Foreign currency forward contrac
Foreign currency forward contrac

23

Gain (Loss)
Reclassified From
Accumulated AOCI
Into Income (Effective

Gain (Loss)
Recognized in Income
on Derivative

Portion) (Ineffective Portion)
June 30, June 30,
2009 2008 2009 2008
$ (5,546 $ 3,46: $ — $ (489
$ (5,546) $ 3,46: $ — $ (489
Gain (Loss) Recognize:
Statement of in Income on Derivative
Operations June 30,
Location 2009 2008
Revenues $ (59 $ 6
Other income and (expenst (51€) —
$ (569) $ 6
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Note 5 — Investments Held in Rabbi Trust

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

June 30, 2009 December 31, 2008
Cost Fair Value Cost Fair Value
Mutual Funds $2,24¢ $1,90¢ $1,81(C $1,38¢

Investments Held in Rabbi Trust were comprised ofual funds, 64% of which are equity-based and 36%e debt-based at June 30, 2009.
Investment income, included in “Other income (exg@hin the accompanying Condensed Consolidate@i8tnts of Operations for the three
and six months ended June 30, 2009 and 2008 ceigte following (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008

Gross realized gains from sale of trading secust $ 2 $ 1 $ 2 $ 1
Gross realized losses from sale of trading sees — — (22) 2
Dividend and interest incor 7 7 14 13
Net unrealized holding gains (loss 184 (36) 90 (150
Net investment income (losse $ 19 $ (29 $ 85 $ (139
Note 6 — Deferred Revenue
The components of deferred revenue consist ofdt@fing (in thousands):

June 30, 200 December 31, 20C
Future servict $ 2454 $ 23,53(
Estimated potential penalties and holdbe 5,38¢ 3,42¢

$ 2993 $ 26,95¢

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 othepredransive income (loss) consist of the followiimgtousands):
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Note 7 — Accumulated Other Comprehensive Income (lss) — (continued)

Unrealized Unrealized Unrealized
Foreign Actuarial Gain Gain (Loss) on Gain (Loss) on
Currency (Loss) Related Cash Flow Post
Translation to Pension Hedging Retirement
Adjustment Liability Instruments Obligation Total
Balance at January 1, 200! $ 30,29: $2,16¢ $ 5,00( $ — $ 37,457
Pre tax amour (34,45) 48 (21,24°) — (55,65()
Tax benefil — (479 5,66¢ — 5,18¢
Reclassification to net incon 4 (612) 2,39( — 2,32¢
Foreign currency translatic (73 (28€) 35¢ — —
Balance at December 31, 20C (4,236 1,38 (7,839 — (20,689
Pre tax amour 1,40¢ — 803 461 2,67(
Tax benefil — — (1,607 — (1,607
Reclassification to net incon 1 (30 5,54¢ (29 5,49¢
Foreign currency translatic (82 (18) 10C — —
Balance at June 30, 200 $ (2,919 $1,33¢ $ (2,989 $442 $ (4,119

Except as discussed in Note 9, earnings assoaiatedhe Company’s investments in its subsidiages considered to be permanently invested
and no provision for income taxes on those earnimgsanslation adjustments has been provided.

Note 8 — Borrowings

On March 30, 2009, the Company entered into a meditcagreement with KeyBank National Associatiod 8ank of America, N.A. (the
“Credit Facility”). The Credit Facility replacesd¢fCompany’s prior credit agreement, dated Marcl2084, among the Company, KeyBank
National Association and BNP Paribas. The new Gfealtility provides the Company with a $50 millimvolving credit facility, whict
amount is subject to certain borrowing limitatioasd includes certain customary financial and ieste covenants. Pursuant to the terms of
the Credit Facility, the amount of $50.0 million yrige increased up to a maximum of $100.0 milliothwthe prior written consent of the
lenders. The $50.0 million Credit Facility include$40.0 million multi-currency subfacility, a $00million swingline subfacility and a

$5.0 million letter of credit subfacility. The Ciigéacility will terminate on March 29, 2012.

The Credit Facility, which includes certain finamlctovenants, may be used for general corporaggogas including strategic acquisitions,
share repurchases, working capital support, ater$edf credit, subject to certain limitations. @ndhe Credit Facility, the Company may
obtain base rate loans (which include all loanseatide swingline subfacility), eurodollar loans aitgrnate currency loans. Base rate loans
accrue interest at the highest of the base rafeédkas the higher of the lender’s prime rate,Raderal Funds rate plus 0.50%, or the London
Interbank Offered Rate (“LIBOR”) plus 1%) plus gopéicable margin up to 2.50%. Eurodollar loans bieterest at the eurodollar rate plus an
applicable margin up to 3.50%. Alternate currero@nks accrue interest at the alternate currencyapikcable to the alternate currency plus an
applicable margin up to 3.50%. In addition, a cotnrment fee of up to 0.65% is charged on the unuseiibp of the Credit Facility on a
guarterly basis. The borrowings under the Crediilfg which will terminate on March 29, 2012, asecured by a pledge of 65% of the stock
of each of the Company’s active direct foreign stibsies.

The Credit Facility prohibits the Company from ingog additional indebtedness, subject to certpicgic exclusions. There were no
borrowings during the six months ended June 30920@ 2008, and no outstanding balances as of3yri2Z009 and December 31, 2008, with
$50.0 million availability on the Credit Facility.
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Note 9 — Income Taxes

The Company’s effective tax rate was 16.0% and%der the six months ended June 30, 2009 and 2@8B¢ctively. The net decrease in the
effective tax rate of 0.4% was primarily due tchéftdn the mix of earnings, accompanied by theef§ of valuation allowances. The
differences in the Comparg/effective tax rate of 16.0% as compared to tt& Btatutory federal income tax rate of 35.0% wasarily due tc
the recognition of tax benefits resulting from ditgial income earned in certain tax holiday jurisidins, accompanied by the effects of
valuation allowances, permanent differences, lossggisdictions for which tax benefits can beagnized, foreign withholding and other
taxes, accrued interest and penalties and foreigpmie tax rate differentials.

The liability for unrecognized tax benefits was@illion and $5.1 million at June 30, 2009 and &wber 31, 2008, respectively, and is
recorded as “Long-term income tax liabilities” retaccompanying Condensed Consolidated BalancasSifeee Company recognized its
remaining unrecognized tax benefits at June 309 280proximately $5.0 million, including relatederest and penalties of $2.0 million, wo!
favorably impact the effective tax rate.

Generally, earnings associated with the Compamyestments in its subsidiaries are considered fpeb@manently invested and no provision
for income taxes on those earnings or translatipastments has been provided. Determination ofuammgcognized deferred tax liability for
temporary differences related to investments irsglifries that are essentially permanent in natunet practicable. The U.S. Department of
the Treasury released the “General ExplanationseoAdministration’s Fiscal Year 2010 Revenue Psasd’ in May 2009. These proposals
represent a significant shift in international feticy, which may materially impact U.S. taxatiohimternational earnings, including our
position on permanent reinvestment of foreign ersi We continue to monitor these proposals andwarently evaluating the potential
impact on our financial condition, results of ogimas, and cash flows. For 2009, the Company chaitgentent with respect to the distribut
of current earnings for one lower tier subsididrige Company accrued withholding tax of $0.5 millamof June 30, 2009 with respect to this
subsidiary’s current earnings.

The German tax authority is currently auditing pds 2005 through 2007. A Philippine subsidiaryesb audited by the Philippine tax
authorities for tax years 2007 and 2006. The Commnourrently under examination in India for taxays ended March 31, 2006 and 2005.

Note 10 — Earnings Per Share

Basic earnings per share are based on the weightrdge number of common shares outstanding dtivengeriods. Diluted earnings per st
includes the weighted average number of commorestartstanding during the respective periods aaduttther dilutive effect, if any, from
stock options, stock appreciation rights, restdcttck, common stock units and shares held iblai teust using the treasury stock method.
the three and six month periods ended June 30, 2089mpact of outstanding options to purchaseeshaf common stock and stock
appreciation rights of 0.2 million and 0.2 milliorspectively, and 0.1 million and 0.2 million ttiee comparable 2008 periods were antidilu
and were excluded from the calculation of dilutachéngs per share.
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Note 10 — Earnings Per Share — (continued)

The numbers of shares used in the earnings peg sbarputations are as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008

Basic:

Weighted average common shares outstan 40,65¢ 40,59¢ 40,63: 40,54t
Diluted:

Dilutive effect of stock options, stock appreciatigghts, restricte:

stock, common stock units and shares held in a tesi 29¢ 354 367 31k

Total weighted average diluted shares outstan 40,95: 40,95: 40,99¢ 40,86(

On August 5, 2002, the Company’s Board of Directrthorized the Company to purchase up to thre@mahares of its outstanding
common stock. A total of 1.9 million shares haverespurchased under this program since inceplioa.shares are purchased, from time to
time, through open market purchases or in negatiptrate transactions, and the purchases are lastttors, including but not limited to,
the stock price and general market conditions. muthe six months ended June 30, 2009, the Comegmychased 224 thousand common
shares under the 2002 repurchase program (nohe totmparable 2008 period) at prices ranging fra &2 to $14.75 per share for a total
cost of $3.2 million.

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 11 — Segments and Geographic Information

The Company operates within two regions, the “Aces? and “EMEA” which represented 71.3% and 28.7@épectively, of the Company’s
consolidated revenues for the three months endsel 30, 2009, and 70.8% and 29.2%, respectivelheo€Company’s consolidated revenues
for the six months ended June 30, 2009. In the evalpe 2008 periods, the Americas and the EMEAoregepresented 66.2% and 33.8%,
respectively, of the Company’s consolidated reverfaethe three months ended June 30, 2008, a®d6énd 33.2%, respectively, of the
Companys consolidated revenues for the six months endee 30, 2008. Each region represents a reportagieesg comprised of aggrega
regional operating segments, which portray simélaznomic characteristics. The Company aligns israss 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 suppait@istomer service) and technical
staffing and (2) EMEA, which includes Europe, theltile East and Africa, and provides outsourcedarust contact management solutions
(with an emphasis on technical support and cust@@mice) and fulfillment services. The sites withiatin America, India and the Asia Pac
Rim are included in the Americas region given tature of the business and client profile, whicprisarily 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 11 — Segments and Geographic Information — (otinued)

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

Consolidatec

Americas EMEA Other @ Total
Three Months Ended June 30, 200¢
Revenue! $148,93! $59,90¢ $ 208,83¢
Depreciation and amortizatic $ 5,86¢ $ 1,29 $ 7,168
Income (loss) from operatiol $ 24,99¢ $ 1,752 $(9,699 $ 17,05
Other expense, n (2,446 (2,446
Provision for income taxe (1,257 (1,25%)
Net income $ 14,34¢

Consolidatec

Americas EMEA Other @) Total
Three Months Ended June 30, 200¢
Revenue: $137,53¢ $70,09( $ 207,62¢
Depreciation and amortizatic $ 5,81( $ 1,367 $ 717
Income (loss) from operatiol $ 22,08: $ 4,06: $(9,579) $ 16,56¢
Other income, ne 4,86¢ 4,86¢
Provision for income taxe (3,709 (3,709
Net income $ 17,72¢

Consolidatec

Americas EMEA Other @ Total
Six Months Ended June 30, 200¢
Revenue! $291,74. $120,33¢ $ 412,08(
Depreciation and amortizatic $ 11,46¢ $ 2,47¢ $ 13,93¢
Income (loss) from operatiol $ 48,37¢ $ 6,411 $(20,23¢) $ 34,55!
Other income, ne 111 111
Provision for income taxe (5,549 (5,549
Net income $ 29,11¢
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Note 11 — Segments and Geographic Information — (otinued)

Consolidatec

Americas EMEA Other @ Total

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 7,115 7,115
Provision for income taxe (6,567) (6,56))
Net income $ 33,43¢

(M Other items (including corporate costs, otheoine and expense, and income taxes) are shown fipoges of reconciling to the
Company’s consolidated totals as shown in the tabteve for the three and six months ended Jun2®® and 2008. 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, 2008r-segment revenues are not material to the AmerivdEMEA 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 exjitense for management reporting purpo:

Note 12 — 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 Consolidatedrseats of Operations, was

$1.2 million and $2.8 million for the three and siwonths ended June 30, 2009, respectively, andrillian and $2.4 million for the
comparable 2008 periods, respectively. The Compaoggnized income tax benefits of $0.5 million &idl million in the accompanying
Condensed Consolidated Statements of Operatioribddhree and six months ended June 30, 200%c¢tsply, and $0.4 million and

$0.9 million for the comparable 2008 periods, resipely. The Company recognized a $0.1 million Here# tax deductions in excess of
recognized tax benefits from the exercise of stymtions for the six months ended June 30, 2009rtatérial in the three months ended
June 30, 2009) and $0.6 million and $0.6 milliontfee three and six months ended June 30, 2008 ctgely. There were no capitalized
stock-based compensation costs at June 30, 20D8aamber 31, 2008.

2001 Equity Incentive Plar—The Company’s 2001 Equity Incentive Plan (the “Plawhich is shareholder-approved, permits the godn
stock options, stock appreciation rights, restdattck and other stock-based awards to certaihoyegs 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 valubettock 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 #tward is based on the yield curve of a zero-colp& 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 pafriode that stock option awards granted are etgukto be outstanding. No stock options
were granted during the six months ended June@®I® and 2008.
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Note 12 — Stock-Based Compensation — (continued)
Stock Options— (continued)

The following table summarizes stock option acyivinder the Plan as of June 30, 2009, and changégydhe six months then ended:

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Exercise Term (in Intrinsic
Stock Options Shares (000s Price years) Value (000s
Outstanding at January 1, 2C $ 33t $ 12.9¢
Granted — —
Exercisec 249 5.1C
Forfeited or expires (27) 22.81
Outstanding at June 30, 200! 294 $ 17.1C 1.8¢€ $ 1,66¢
Vested or expected to vest at June 30, 20 294 $ 17.1C 1.8¢ $ 1,66¢
Exercisable at June 30, 200 294 $ 17.1C 1.8¢ $ 1,66¢

Options exercised during the three and six montldeé June 30, 2009 had an intrinsic value of $0lBomand $0.2 million, respectively.
Options exercised in the comparable periods of 2@@Ban intrinsic value of $0.2 million and $0.9lioin, 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 notemnal).

Cash received from stock options exercised undeitan for the six months ended June 30, 2002808, was $0.1 million and $1.1 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 vaitia share of common stock at the time of exereiseeds the grant price.

The SARs are granted at fair market value of them@any’s common stock on the date of the grant @stl@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 #fiedeath, disability, retirement or terminatiortted 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 moHat tises 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 periods
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Note 12 — Stock-Based Compensation — (continued)

Stock Appreciation Right— (continued)

within the contractual life of the award is basectloe yield curve of a zero-coupon U.S. Treasurydbon the date the award is granted with a
maturity equal to the expected term of the awaxer&ses and forfeitures are estimated within tieation model using employee termination
and other historical data. The expected term oBStARs granted represents the period of time thesS#R expected to be outstanding.

The following table summarizes the assumptions tsedtimate the fair value of SARs granted dutiregsix months ended June 30, 2009 and
2008:

Six Months Ended

June 30,
2009 2008
Expected volatility 47% 47%
Weightec-average volativity 47% 47%
Expected dividend — —
Expected term (in year 4.C 3.c
Risk-free rate 1.2% 3.1%

The following table summarizes SARs activity untex Plan as of June 30, 2009, and changes durngjtimonths then ended:

Weighted-
Average
Weighted- Remaining
Average Contractual Aggregate
Exercise Term (in Intrinsic
Stock Appreciation Rights Shares (000s Price years) Value (000s
Outstanding at January 1, 2C $ 367 $ —
Granted 177 —
Exercisec — —
Forfeited or expirel — —
Outstanding at June 30, 200! 544 $ — 8.3 $ 482
Vested or expected to vest at June 30, 20 544 $ — 8.3 $ 482
Exercisable at June 30, 200 23¢ $ — 7.4 $ 44E

The weighted-average grant-date fair value of tAR$Sgranted during the six months ended June 319 26d 2008 was $7.42 and $7.20,
respectively. Total intrinsic value of SARéxercised during the six months ended June 3B @@s $0.1 million (none in the comparable 2
period).
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Note 12 — Stock-Based Compensation — (continued)
Stock Appreciation Right— (continued)

The following table summarizes the status of note®SARs under the Plan as of June 30, 2009, aambels during the six months then en

Weighted-

Average

Shares (In Grant-Date

Nonvested Stock Appreciation Rights thousands) Fair Value
Nonvested at January 1, 20 25E $7.3¢€
Grantec 177 $7.42
Vested (12¢) $7.3¢
Forfeited or expire: — $ —
Nonvested at June 30, 200 30¢€ $7.4C

As of June 30, 2009, there was $1.8 million ofltataecognized compensation cost, net of estimf@atéditures, related to nonvested stock
appreciation rights granted under the Plan. Thi isoexpected to be recognized over a weightedageeperiod of 2.3 years. SARs that vested
during the six months ended 2008 had a fair vafugddL million as of the vesting date (no fair valon vested shares in the comparable 2009
period).

Restricted Share— The Company’s Board of Directors, at the recomm#adaf the Committee, approves awards of perforzeaand
employment-based restricted shares (“RestrictedeSHefor eligible participants. In some instanogbgere the issuance of Restricted Shares
has adverse tax consequences to the recipierBoue will instead issue restricted stock units§W”). 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) restriegion 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 8avill lapse (or in the case of RSUs, an equivalember of shares of the Compasigommot
stock will be issued to the recipient). The Compeetognizes compensation cost, net of estimatdéifiores 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.

Changes in the probability of achieving the perfance goals from period to period will result inremponding changes in compensation
expense. The employment-based restricted sharesmveghird on each of the first three anniversadgthe 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 Shages 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 Companydaeminated for any reason, either by the Comparpadticipant, prior to the date on which
the Restricted Shares have vested and the restisctiave lapsed with respect to such vested staarngfestricted Shares remaining subject to
the restrictions (together with any dividends pthiereon) will be forfeited, unless there has beehamge in control prior to such date.
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Note 12 — Stock-Based Compensation — (continued)

Restricted Share— (continued)

The weighted-average grant-date fair value of testfitted Shares/Units granted during the six nwatided June 30, 2009 and 2008 was
$19.69 and $17.86, respectively.

The following table summarizes the status of notedRestricted Shares/Units under the Plan asreff 30, 2009, and changes during the six
months then ended:

Weighted-

Average

Shares (In Grant-Date

Nonvested Restricted Shares / Unit thousands) Fair Value
Nonvested at January 1, 20 54¢ $16.57
Grantec 231 $19.6¢
Vested (29¢) $14.9¢
Forfeited or expire: — $ —
Nonvested at June 30, 200 581 $18.3¢

As of June 30, 2009, based on the probability bfeasng the performance goals, there was $7.1 anilbf total unrecognized compensation
cost, net of estimated forfeitures, related to msted Restricted Shares/Units granted under the Plas cost is expected to be recognized

a weighted-average period of 2.3 years. The réstrishares that vested during the six months edaleel 30, 2009 and 2008 had a fair value of
$3.2 million and $1.4 million as of the vestingelatespectively.

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 bdaeping entry on the Company’s books that recdrdstuivalent of one share of common
stock. If the performance goals described undetrReel Shares in this Note 12 are met, performéased 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 C8tthe date of grant ratably over the requisiteiserperiod based on the probability of
achieving the performance goals. Changes in thiegtnibty of achieving the performance goals fronmige 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 trestzarticipant will become entitled to
receive a share of the Company’s common stocklam€8U will be canceled.
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Note 12 — Stock-Based Compensation — (continued)
Other Awards— (continued)

The following table summarizes CSUs activity unther Plan as of June 30, 2009, and changes duringjstimonths then ended:

Weighted-

Average

Shares (In Grant-Date

Nonvested Common Stock Units thousands) Fair Value
Nonvested at January 1, 20 77 $16.9¢
Grantec 26 $19.6¢
Vested (26) $15.44
Forfeited or expiret _© $18.61
Nonvested at June 30, 200 68 $18.37

As of June 30, 2009, there was $0.4 million ofltataecognized compensation costs, net of estinfatéeitures, related to nonvested CSUs
granted under the Plan. This cost is expected tedmgnized over a weighted-average period of 8aks The fair value of the CSU’s that
vested during the six months ended June 30, 2002@08 had a fair value of $0.4 million and $0.2iom as of the vesting date, respectively.
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 Riam “2004 Fee Plan”), which is shareholder-
approved, replaced and superseded the 1996 NonelgegDirector Fee Plan (the “1996 Fee Plan”) ansl wged in lieu of the 2004
Nonemployee Director Stock Option Plan (2004 Stock Option Plan”). Prior to amendments dddpy the Board of Directors in

August 2008 which are described below, the 2004Hiae provided that all new non-employee direcpoiring the Board would receive an
initial grant of common stock units (“CSUs”) on tHate the new director is appointed or electedntiraber of which will be determined by
dividing a dollar amount to be determined from titn¢ime by the Board ($30,000 in 2008) by an ant@gual to 110% of the average closing
prices of the Company’s common stock for the fiagling days prior to the date the director is eldcA CSU is a bookkeeping entry on the
Company’s books that records the equivalent ofstrage of common stock. Prior to amendments to @0d Eee Plan adopted by the Board of
Directors in March 2008 which are described belh&,initial grant of CSUs vested in three equalatisents, one-third on the date of each of
the following three annual shareholders’ meetiagsl all unvested and unearned CSUs automaticashggteipon the termination of a director’
service as a director, whether by reason of deatirement, resignation, removal or failure to belected at the end of his or her term.

In March 2008, the 2004 Fee Plan was amended bgdhed, upon the recommendation of the CompensatidnrHuman Resource
Development Committee, to provide that, beginniritigrants in 2008, instead of an award of CSUsew non-employee director would
receive an award of shares of common stock. Thialigirant of stock to directors joining the Boavduld vest and be earned in twelve equal
quarterly installments over the following three ggeand all unvested and unearned stock will lapsiee event the person ceases to serve as a
director of the Company. Until a quarterly instadint of stock vests and becomes payable, the direatonone of the rights of a shareholder
with respect to the unearned stock grants. In Aug088, upon the recommendation of the CompensatidrHuman Resource Development
Committee, the Board of Directors amended the Z&eiPlan to provide that the initial grant of skaredirectors joining the Board will be t
number determined by dividing $60,000 by an ameuguial to the closing price of the Company’s comrsimek on the day preceding the new
director’s election. The increase in the amourthefshare award was approved by the shareholdtrs 2009 Annual Shareholders Meeting.
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Note 12 — Stock-Based Compensation — (continued)

2004 NorEmployee Director Fee Plar— (continued)

The 2004 Fee Plan also provides that each non-gepldirector will receive, on the day after the@lrshareholders meeting, an annual
retainer for service as a non-employee direct@ atimount of which shall be determined from timértee by the Board. Prior to the

August 2008 amendments to the 2004 Fee Plan, theahretainer was $50,000, which was paid 75% il€&37,500) and 25% in cash
($12,500). The number of CSUs to be granted wesited by dividing the amount of the annual regatoy an amount equal to 105% of the
average of the closing prices for the Company’sroom stock on the five trading days preceding thardvdate (the day after the annual
meeting). Prior to the March 2008 amendments t@@te Fee Plan, the annual retainer grant of C®dted in two equal installments, one-
half on the date of each of the following two anrslareholders’ meetings, and all CSUs automayicedsted upon the termination of a
director’s service as a director, whether by reaffateath, retirement, resignation, removal onfalto be reelected at the end of his or her
term.

As part of the amendments to the 2004 Fee Planaircivi2008, the 2004 Fee Plan was amended to prthadlebeginning with grants in 2008,
the annual retainer grants of stock to directorald/@est and be earned in eight equal quarterkaiimsents, with the first installment being
made on the day following the annual meeting ofaalders, and the remaining seven installmen@tmade on each third monthly
anniversary of such date thereafter. In the everdraon ceases to serve as a director of the Comthemaward lapses with respect to all
unvested stock, and such unvested stock is fodfeite

In August 2008, as part of the amendments to tidd Fee Plan, the 2004 Fee Plan was amended t@gectke amount and alter the form of
the annual retainer award. The equity portion efdatvard is now payable in shares of common statker than CSUs, and the number of
shares to be issued is now determined by dividiegibllar amount of the annual retainer to be paghares by an amount equal to the closing
price of a share of the Company’s common stockherdate of the Company’s annual meeting of shadensl Effective retroactively to

May 2008, the cash portion of the annual retaires imcreased from $12,500 to $32,500, and as apgroy the shareholders at the 2009
Annual Shareholders Meeting, the equity portiothefannual retainer award was increased from $84®$45,000. This resulted in the
annual retainer award being set at $77,500, eflects of May 22, 2008.

In addition to the annual retainer award, the 2B8d Plan also provides for additional annual casir@ds to non-employee directors who serve
on board committees. These annual cash awardsfomdtee members also were increased in August,2fftive retroactively to

May 2008. The additional annual cash award foiGhairperson of the Audit Committee was increasethf$10,000 to $20,000, and Audit
Committee members’ awards were increased from apeting fee of $1,250 to an annual fee award 6fCEID. The annual cash awards for
the Chairpersons of the Compensation and HumanuRes®evelopment Committee, Finance Committee amiNating and Corporate
Governance Committee were each increased from 85¢0$12,500, and the awards for members of sugimitices were increased from a
meeting fee of $1,250 to an annual award of $7,56@.additional annual cash award in the amou#t.6D,000 for a non-employee Chairman
of the Board was not changed. These additional aasinds also vest in eight equal quarterly instafita, one-eighth on the day following the
annual meeting of shareholders, and one eighttaoh #ird monthly anniversary of such date theezafind the award lapses with respect to
all unpaid cash in the event the non-employee tirezases to be a director of the Company, arld soeested cash is forfeited.
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Note 12 — Stock-Based Compensation — (continued)

2004 NorEmployee Director Fee Plar— (continued)

The weighted-average grant-date fair value of comstock units and share awards granted duringiximaenths ended June 30, 2009 and
2008 was $16.76 and $20.11, respectively.

The following table summarizes the status of thevested CSUs under the 2004 Fee Plan as of Jur#®39, and changes during the six
months then ended:

Weighted-
Average

Shares (In Grant-Date

Nonvested Common Stock Units / Share Award thousands) Fair Value
Nonvested at January 1, 20 20 $19.6¢
Grantec 31 $16.7¢
Vested (23 $19.4¢
Forfeited or expire: — $ —
Nonvested at June 30, 200 38 $17.3¢

CSUs and share awards that vested during the smthmm@nded June 30, 2009 and 2008 had a fair @ald@.2 million and $0.5 million as of
the vesting date, respectively.

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@08igaussed above), is recognized immediately eml#ite of grant since these grants
automatically vest upon termination of a Directa&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. 25A¢counting for Stock Issued to Employéess of
June 30, 2009, there was no unrecognized compensaist, net of estimated forfeitures, which redatenonvested CSUs granted under the
2004 Fee Plan before adoption of SFAS 123R. Asiné B0, 2009, there was $0.6 million of total ungrized compensation costs, net of
estimated forfeitures, related to nonvested CSldrtgd since March 2008 under the Plan. This castpected to be recognized over a
weighted-average period of 1.4 years.

Deferred Compensation Pla— The Company’s non-qualified Deferred Compensaitam (the “Deferred Compensation Plan”), whichas
shareholder-approved, was adopted by the Boardretirs effective December 17, 1998 and amendddamsh 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 Gmymatches 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 moéeligible to receive matching
contributions from the Company). Matching contribos and the associated earnings vest over a y@arservice period. Deferred
compensation amounts used to pay benefits, whigheld in a rabbi trust, include investments iriotzg mutual funds and shares of the
Companys common stock (see Note 5, Investments Held irbRBEtust). As of June 30, 2009 and December 31820#&bilities of $1.9 milliol
and $1.4 million, respectively, of the Deferred Gmnsation Plan were recorded in “Accrued employeepensation and benefits” in the
accompanying Condensed Consolidated Balance Sheets.

Additionally, the Company’s common stock match assted with the Deferred Compensation Plan, witlaaying value of approximately
$0.7 million and $0.6 million as of June 30, 200@ &ecember 31, 2008, respectively, is includetl ieasury stock” in the accompanying
Condensed Consolidated Balance Sheets.
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Note 12 — Stock-Based Compensation — (continued)

Deferred Compensation Pla— (continued)

The weighted-average grant-date fair value of comstock awarded during the six months ended Jun2@® and 2008 was $16.91 and
$17.78, respectively.

The following table summarizes the status of thevested common stock issued under the Deferred €osapion Plan as of June 30, 2009,
and changes during the six months then ended:

Weighted-
Average
Shares (In Grant-Date
Nonvested Common Stocl thousands) Fair Value
Nonvested at January 1, 20 5 $16.3¢
Grantec 9 $16.91
Vested @) $16.9¢
Forfeited or expire: — $ —
Nonvested at June 30, 200 7 $16.71

As of June 30, 2009, there was $0.1 million ofltataecognized compensation cost, net of estimiadeitures, related to nonvested common
stock granted under the Deferred Compensation Flain.cost is expected to be recognized over ahtetiaverage period of 4.2 years. The
total fair value of the common stock vested duthmg six months ended June 30, 2009 and 2008 wasdilion and $0.1 million, respectivel

There were no cash settlements related to the Cuoytgabligation under the Deferred Compensatiom Fdet the six months ended June 30,
2009 and 2008.

Note 13 — Defined Benefit Pension Plan and Post-Retment Benefits

Defined Benefit Pension Plal

The Company sponsors a non-contributory defineefitsmension plan (the “Pension Plan”) for its eoy@es 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, 2009, 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, 2009
and 2008 (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Service cos $ — $ 10cC $ 8C $ 20¢
Interest Cost $ — 40 $ 46 81
Recognized actuarial ga $ (3¢ (17) $ (3¢ (35)
Net periodic benefit costs $ (3¢ $  12¢ $ 96 $ 251
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Note 13 — Defined Benefit Pension Plan and Post-Retment Benefits — (continued)
Pos-Retirement Benefits

In 1996, the Company entered into a split doll@r ilhsurance arrangement to benefit the former i@Gfa 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 $0.2 milliam@s included in “Other long-term liabilities” as &dine 30, 2009 and $0.1 million and

$0.4 million were included in “Accrued employee qumsation and benefits” and “Other long-term lisies”, respectively, as of

December 31, 2008, in the accompanying Condenseddlidated Balance Sheets. In addition, the Compayan unrealized gain due to the
change in discount rates related to the post meéirg obligation, which was recorded in “AOCI” irethccompanying Condensed Consolidated
Balance Sheet as of June 30, 2009 (none as of Dexedh, 2008).

Note 14 — Commitments and Loss Contingency

The Company has previously disclosed regulatorgt8ams assessed against our Spanish subsidiatingeta the alleged inappropriate
acquisition of personal information in connectioithwwo outbound client contracts. In order to agpbese claims, the Company issued a
guarantee of $0.9 million. During the year endedddeber 31, 2008, $0.4 million of the bank guaramias 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 Sheefslune 30, 2009 and December 31, 2008. The &woywill continue to vigorously
defend these matters. However, due to further pssjon of several of these claims within the Spaodurt system, and based upon opinion of
legal counsel regarding the likely outcome of salef the matters before the courts, the Companyuad a liability in the amount of $1.3
million as of June 30, 2009 and December 31, 20@RuSFAS No. 5, Accounting for Contingenci€sbecause management now believes

a loss is probable and the amount of the loss earedsonably estimated as to three of the suldgiots There are two other related claims,

of which is currently under appeal, and the otHewluich is in the early stages of investigationt the Company has not accrued any amounts
related to either of those claims because managesioes not currently believe a loss is probabld,iais not currently possible to reasonably
estimate the amount of any loss related to thosectaims.

During the three months ended June 30, 2009, tinep@oy entered into new lease agreements for custoonéact management centers loci
in the Americas and EMEA. The Americas’ lease alikg the Company to lease payments of $0.9 milidse paid ratably over the non-
cancelable three-year lease term and includes2anfillion early termination penalty. The EMEA leadgligates the Company to lease
payments of $0.5 million to be paid ratably over tton-cancelable three-year lease term. As of 30n2009, the Company had no plans to
cancel these lease agreements.

During the three months ended June 30, 2009, tinep@oy also entered into an agreement with a congation service provider obligating
the Company to purchase a minimum of $0.4 millmibé paid ratably over the next two years.

Note 15 — Related Party Transactions

In January 2008, the Company entered into a lease dustomer contact management center locatéohgstree, South Carolina. The landlc
Kingstree Office One, LLC, is an entity controllbg John Sykes, the Company’s founder, former Chairand Chief Executive Officer, and a
current major stockholder. The lease payments erR2fhyear lease were negotiated at or below maaskes, and the lease is cancellable at the
option of the Company. There are significant péesifor early cancellation which decrease over tifitee Company paid $0.1 million and
$0.2 million during the three and six months endiede 30, 2009 and $0.1 million and $0.1 millionidgithe three and six months ended
June 30, 2008, respectively, under the terms ofethse.
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Note 15 —Related Party Transactions — (continued)

Additionally, during the three and six month pesashded June 30, 2008, the Company paid $0.1 malma $0.1 million, respectively (none
the comparable 2009 periods), for transitional eséhte consulting services provided by David Rehk Company’s former Senior Vice
President of Real Estate who retired in Deceml@¥72Mr. Reule was employed by JHS Equity, LLCpepany owned by John Sykes, the
Company’s founder, former Chairman and Chief Exgeudfficer, and a current major stockholder. Aatiogly, the payments for Mr. Reule’s
services were made to JHS Equity, LLC to reimbitrger the time spent by Mr. Reule on the Comparbusiness.
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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, 2009, and the relatediensed consolidated statements of operations éathtiee and six-month periods ended
June 30, 2009 and 2008, of changes in shareholelguisy for the six-month periods ended June 3092ihd 2008 and the six-month period
ended December 31, 2008, and of cash flows fositheonth periods ended June 30, 2009 and 2008. Thesén financial statements are
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 dadrbieer 31, 2008, and the related consolidated seatsnof operations, changes in
shareholders’ equity, and cash flows for the ykantended (not presented herein); and in our refaded March 10, 2009, 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,i2088Bly stated, in all material respects, in tela to the consolidated balance sheet from
which it has been derived.

/s/ Deloitte & Touche LLP
Certified Public Accountants

Tampa, Florida
August 5, 2009
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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 niotéise Sykes Enterprises, Incorporated (“Sykeguf”, “we” or “us”) Annual Report on
Form 1(-K for the year ended December 31, 2008, as filll 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 impact of economic rssens in the U.S. and other parts of the worljl fiictuations in global business conditions
and the global economy, (iii) currency fluctuatip(ig) the timing of significant orders for our gitocts and services, (v) variations in the terms
and the elements of services offered under oudstalized contract including those for future burttigervice offerings, (vi) changes in
applicable accounting principles or interpretatioatsuch principles, (vii) difficulties or delays implementing our bundled service offerings,
(viii) failure to achieve sales, marketing and atbbjectives, (ix) construction delays of new gpaxsion of existing customer contact
management centers, (x) delays in our ability teettep new products and services and market acceptahnew products and services,

(xi) rapid technological change, (xii) loss or atldi of significant clients, (xiii) political andotintry-specific risks inherent in conducting
business abroad, (xiv) our ability to attract aretain key management personnel, (xv) our abilityaistinue the growth of our support service
revenues through additional technical and custoomettact management centers, (xvi) our ability thfer penetrate into vertically integrated
markets, (xvii) our ability to expand our globalegence through strategic alliances and selectivpisitions, (xviii) our ability to continue to
establish a competitive advantage through soplastit technological capabilities, (xix) the ultimatetcome of any lawsuits, (xx) our ability to
recognize deferred revenue through delivery of potsl or satisfactory performance of services, (gui) dependence on trend toward
outsourcing, (xxii) risk of interruption of techaicand customer contact management center operstioe to such factors as fire, earthquakes,
inclement weather and other disasters, power fadutelecommunication failures, unauthorized iritrms, computer viruses and other
emergencies, (xxiii) the existence of substantatetition, (xxiv) the early termination of conttaby clients, (xxv) the ability to obtain and
maintain grants and other incentives (tax or othisey and (xxvi) other risk factors which are idéetl in our most recent Annual Report on
Form 1(-K, including factors identified under the headirigsisiness,” “Risk Factors” and “Management’s Dissegion and Analysis of
Financial Condition and Results of Operatic”
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Results of Operations

The following table sets forth, for the periodsioaded, 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,
2009 2008 2009 2008

Revenue: $208,83¢ $207,62¢ $412,08( $411,35(

Percentage of revenu 100.(% 100.(% 100.(% 100.(%
Direct salaries and related co $133,72° $133,70¢ $263,98( $264,68t¢

Percentage of revenu 64.(% 64.4&% 64.1% 64.2%
General and administrati $ 56,471 $ 57,35t $111,96! $113,77¢

Percentage of revenu 27.(% 27.€% 27.2% 27.%
Impairment loss on goodwill and intangib $ 1,58¢ $ — $ 1,58¢ $ —

Percentage of revenu 0.8% 0.C% 0.4% 0.C%
Income from operatior $ 17,05 $ 16,56¢ $ 34,55 $ 32,88t

Percentage of revenu 8.2% 8.C% 8.4% 8.C%
The following table summarizes our revenues, ferghriods indicated, by geographic region (in thods):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008

Americas $148,93! 71.2% $137,53¢ 66.2% $291,74: 70.8% $274,89¢ 66.6%
EMEA 59,90¢ 28.71% 70,09( 33.8% 120,33¢ 29.2% 136,45 33.2%
Consolidatec $208,83¢ 100.(% $207,62¢ 100.(% $412,08( 100.(% $411,35( 100.(%
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The following table summarizes the amounts andggeege of revenue for direct salaries and relatstsand general and administrative costs
for the periods indicated, by geographic regiontifiousands):

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
Direct salaries and relatt
costs:
Americas $ 90,23: 60.€% $ 84,80¢ 61.7% $178,76: 61.5% $169,98¢ 61.6%
EMEA 43,49¢ 72.6% 48,90:¢ 69.6% 85,217 70.6% 94,69¢ 69.4%
Consolidatec $133,72° 64.(% $133,70¢ 64.2% $263,98( 64.1% $264,68¢ 64.2%
General and administrati
Americas $ 32,12: 21.6% $ 30,65: 22.%% $ 63,01¢ 21.6% $ 60,96 22.2%
EMEA 14,65¢ 24.5% 17,12¢ 24.2% 28,71( 23.%% 33,07: 24.2%
Corporate 9,69¢ 9,57¢ 20,23¢ 19,74:
Consolidatec $ 56,477 27.(% $ 57,35t 27.% $111,96¢ 27.2% $113,77¢ 27.1%
Impairment loss on
goodwill and
intangibles:
Americas $ 1,58/ 1.1% $ — 0.C% $ 1,58/ 0.5% $ — 0.C%
EMEA — 0.C% — 0.C% — 0.C% — 0.C%
Consolidatec $ 1,58/ 0.8% $ — 0.C% $ 1,58/ 0.4% $ — 0.C%

Three Months Ended June 30, 2009 Compared to Thrédonths Ended June 30, 2008
Revenues

For the three months ended June 30, 2009, we remmmboonsolidated revenues of $208.8 million, amaase of $1.2 million, or 0.6%, from
$207.6 million of consolidated revenues for the panable 2008 period.

On a geographic segmentation basis, revenues frerArmericas region, including the United Stateq)dCia, Latin America, India and the A
Pacific Rim, represented 71.3%, or $148.9 millimn,the three months ended June 30, 2009, compar@6l.2%, or $137.5 million, for the
comparable 2008 period. Revenues from the EMEAoregncluding Europe, the Middle East and Africgpnesented 28.7%, or $59.9 million,
for the three months ended June 30, 2009, compar&8.8%, or $70.1 million, for the comparable 2@esiod.

The increase in the Americas’ revenue of $11.4iomjlor 8.3%, for the three months ended June G092compared to the same period in
2008, reflects a $19.5 million increase in clieatdnd, partially offset by a negative foreign coegeimpact of $8.1 million. Excluding this
$8.1 million foreign currently impact, Americasvienue increased 14.2% for the three months endesl3, 2009, compared to the same
period in 2008. The $19.5 million increase include® and existing client relationships, primarilyedto a combination of new programs with
existing clients, expansion of existing programd aaw client relationships. New client relationghippresented 16.3% of the increase in the
Americas’ revenue over the comparable 2008 peRedenues from our offshore operations represer@ed¥6 of Americas’ revenues for the
three months ended June 30, 2009, compared to &br¥te comparable 2008 period. The trend of gatireg more of our revenues in our
offshore operations is likely to continue in 200haugh we are experiencing increasing demand dioldomestic operations. While operating
margins generated offshore are generally compataliteose in the United States, our ability to neiimthese offshore operating margins
longer term is difficult to predict due to potenfiacreased competition for the available workfgrite trend of higher occupancy costs and
costs of functional currency fluctuations in offshanarkets. We weight these factors in our focugiprice or replace marginally profitable
target client programs. Americas’
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revenues for the three months ended June 30, 2GD2G08 also included a $2.5 million net loss aeifgn currency hedges and a $0.4 million
net gain on foreign currency hedges, respectielgluding the effect of this $2.9 million foreigomrcency hedging fluctuation, the Americas’
revenue increased $14.3 million compared with Hraesperiod last year.

The decrease in EMEA revenues of $10.2 millionl456%, for the three months ended June 30, 2008pared to the same period in 2008,
reflects a $11.2 million negative foreign curremeypact, partially offset by an increase of $1.0liwl in client demand. This $1.0 million
increase includes expansion of existing client progs and new client relationships. New client retethips represented 79.0% of the increase
in EMEA'’s revenue over the comparable 2008 peiibatluding the $11.2 million foreign currently impaEMEA’s revenue increased 1.5%
for the three months ended June 30, 2009 comparix tsame period in 2008.

Direct Salaries and Related Costs
Direct salaries and related costs remained unclieag®133.7 million for the three months ended BMe2009 and comparable 2008 period.

On a reporting segment basis, direct salaries elated costs from the Americas segment increasdriiflion, or 6.4%, to $90.2 million for
the three months ended June 30, 2009 from $84IRmifbr the comparable 2008 period. Direct sakaed related costs from the EMEA
segment decreased $5.4 million, or 11.1%, to $a8llEn for the three months ended June 30, 200&1f$48.9 million in the comparable 2C
period. While changes in foreign currency exchamges negatively impacted revenues in the AmeacasEMEA, they positively impacted
direct salaries and related costs in 2009 comparéte same period in 2008 by $8.3 million and $8illion, respectively.

In the Americas’ segment, as a percentage of regrlirect salaries and related costs decreastl@éo for the three months ended June 30,
2009 from 61.7% in the comparable 2008 period. Ukisrease of 1.1%, as a percentage of revenuegrinzarily attributable to lower auto
tow claim costs of 0.7%, lower travel costs of 0,18ver communications costs of 0.1%, lower redmngitcosts of 0.1% and lower other costs
of 0.5%, partially offset by higher compensatiostsoof 0.4%.

In the EMEA segment, as a percentage of revenirest dalaries and related costs increased to 762609 from 69.8% in 2008. This
increase of 2.8% was primarily attributable to leghompensation costs of 2.7%, higher fulfillmertenial costs of 0.3% and higher other
costs of 0.6%, partially offset by lower recruitiogsts of 0.4%, lower billable supply costs of 0.886l lower travel costs of 0.1%.

General and Administrative

General and administrative expenses decreasedr#lich, or 1.5%, to $56.5 million for the three mtbs ended June 30, 2009, from
$57.4 million in the comparable 2008 period.

On a reporting segment basis, general and adndtiisirexpenses from the Americas segment increbbddmillion, or 4.8%, to $32.1 million
for the three months ended June 30, 2009 from $8@libn for the comparable 2008 period. General administrative expenses from the
EMEA segment decreased $2.5 million, or 14.4%,1t6.% million for the three months ended June 3092@om $17.1 million in the
comparable 2008 period. While changes in foreignericy exchange rates negatively impacted reveinube Americas and EMEA, they
positively impacted general and administrative &ges in the three months ended June 30, 2009 cethfitathe comparable 2008 period by
approximately $2.4 million and $2.9 million, respeely. Corporate general and administrative expsriacreased $0.1 million, or 1.3%, to
$9.7 million for the three months ended June 3092@om $9.6 million. This increase of $0.1 milli@ras primarily attributable to higher
compensation costs of $1.0 million and higher legal professional fees of $0.1 million partiallyset by lower travel costs of $0.5 million,
lower facility related costs of $0.3 million andaler other costs of $0.2 million.

In the Americas’ segment, as a percentage of regmgeneral and administrative expenses decreagddd% for the three months ended
June 30, 2009 from 22.3% in the comparable 200®gefhis decrease of 0.7% was

44




Table of Contents

Sykes Enterprises, Incorporated and Subsidiaries
Form 10-Q
For the Quarter Ended June 30, 2009

primarily attributable to lower depreciation andatization of 0.3%, lower software maintenance s@$t0.2%, lower supply costs of 0.2%,
and lower other costs of 0.3%, partially offsethigher legal and professional fees of 0.3%.

In the EMEA segment, as a percentage of reveneegrgl and administrative expenses increased ¥@far the three months ended June 30,
2009 from 24.4% in the comparable 2008 period. THdsease of 0.1% was primarily attributable toH@gcompensation costs of 0.6%, higher
legal and professional fees of 0.3% and higherratbsts of 0.1%, partially offset by lower taxeth@r than income taxes) of 0.4%, lower
recruiting costs of 0.3%, and lower travel cost.@Ps.

Impairment Loss on Goodwill and Intangibles

In the Americas’ segment, we recorded an impairrfes# of $1.6 million on the goodwill and intangiblduring the three months ended
June 30, 2009 (none in the comparable 2008 periaed to the March 2005 acquisition of Kelly, troér & Associates Limited (“KLA”).
Interest Income

Interest income was $0.6 million for the three nheneénded June 30, 2009, compared to $1.3 milliothiocomparable 2008 period reflecting
lower average rates earned on higher average leslafdnterest bearing investments in cash and egsivalents.

Interest Expense

Interest expense was $0.2 million for the three timoended June 30, 2009 compared to the $0.1 mfhiothe comparable 2008 period due
primarily to higher average rates and fees paidwrunused credit facility.

Impairment Loss on Investment in SHPS

In the Americas’ segment, we recorded an impairrtes# of $2.1 million on our entire investment IHFSS during the three months ended
June 30, 2009 (none in the comparable 2008 period).

Other Income (Expense)

Other income, net, was $0.3 million for the threanths ended June 30, 2009 compared to other inaoebepf $3.7 million for the comparable
2008 period. The net decrease of $3.4 million wanarily attributable to a decrease of $3.3 milliarrealized and unrealized foreign currency
transaction gains, net of losses. Other incomeg(es@) excludes the cumulative translation effentsumrealized gains (losses) on financial
derivatives that are included in Accumulated Othemprehensive Income in shareholders’ equity instt@mpanying Condensed
Consolidated Balance Sheets.

Provision for Income Taxes

The provision for income taxes of $1.3 million foe three months ended June 30, 2009 was basedupaax book income of $15.6 million,
compared to a provision of $3.7 million for thegrmonths ended June 30, 2008 based upon pred&irtmmme of $21.4 million. The
effective tax rate for the three months ended AH&009 was 8.1% compared to an effective taxabl&.3% for the comparable 2008 peri
This decrease in the effective tax rate of 9.2% pramarily due to a shift in the mix of earningscampanied by the effects of valuation
allowances. The effective tax rate is also affettggermanent differences and losses in jurisdichio which tax benefits can be recognized,
foreign withholding and other taxes, accrued irgeasd penalties and foreign income tax rate diffgals.
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Net Income

As a result of the foregoing, we reported inconoerfloperations for the three months ended June(8® &f $17.1 million, compared to

$16.6 million in the comparable 2008 period. THisSbmillion increase was principally attributabteat $1.2 million increase in revenues and a
decrease $0.9 million in general and administragxgense offset by a $1.6 million impairment losggoodwill and intangibles. The

$0.5 million increase in income from operations &d4 million lower tax provisions partially offsky a $0.7 million decrease in interest
income, a $0.1 million increase in interest expeask2.1 million impairment loss on investment MRS and $3.4 million decrease in other
income resulted in net income of $14.3 million flee three months ended June 30, 2009, a decre&8dafillion compared to the same
period in 2008.

Six Months Ended June 30, 2009 Compared to Six Mom$ Ended June 30, 2008
Revenues

For the six months ended June 30, 2009, we recedmiansolidated revenues of $412.1 million, angase of $0.7 million, or 0.2%, from
$411.4 million of consolidated revenues for the panable 2008 period.

On a geographic segmentation basis, revenues frerArmericas region, including the United Stateq)dtia, Latin America, India and the A
Pacific Rim, represented 70.8%, or $291.8 millimn,the six months ended June 30, 2009, comparé@.8%, or $274.9 million, for the
comparable 2008 period. Revenues from the EMEAoredgncluding Europe, the Middle East and Africgpnesented 29.2%, or $120.3 milli
for the six months ended June 30, 2009, compar&8.2%6, or $136.5 million, for the comparable 2@@8iod.

The increase in the Americas’ revenue of $16.9iomjlor 6.1%, for the six months ended June 3092606mpared to the same period in 2008,
reflects a $36.6 million increase in client demgpattially offset by a negative foreign currencypiet of $19.7 million. Excluding this $19.7
million foreign currently impact, Americas’ revenuereased 13.3% for the six months ended Jun2@8, compared to the same period in
2008. The $36.6 million increase includes new arstiag client relationships, primarily due to antieination of new programs with existing
clients, expansion of existing programs and neentlielationships. New client relationships repnése 11.0% of the increase in the Americas’
revenue over the comparable 2008 period. Revemassdur offshore operations represented 61.0% oéraeas’ revenues for the six months
ended June 30, 2009, compared to 61.0% for the aabfe 2008 period. The trend of generating momuofevenues in our offshore
operations is likely to continue in 2009 although are experiencing increasing demand for our damegerations. While operating margins
generated offshore are generally comparable tethothe United States, our ability to maintainstaeffshore operating margins longer term is
difficult to predict due to potential increased qaetition for the available workforce, the trendhigher occupancy costs and costs of functional
currency fluctuations in offshore markets. We weitpese factors in our focus to re-price or replamegginally profitable target client

programs. Americagevenues for the six months ended June 30, 2002@08! also included a $5.5 million net loss onifygmecurrency hedge
and a $3.0 million net gain on foreign currencydes) respectively. Excluding the effect of thisShillion foreign currency hedging
fluctuation, the Americas’ revenue increased $28illlon, compared with the same period last year.

The decrease in EMEA revenues of $16.2 millionl b®%, for the six months ended June 30, 2009, eoapto the same period in 2008,
reflects a $24.4 million negative foreign curremeypact, partially offset by an increase of $8.2liil in client demand. This $8.2 million
increase includes expansion of existing client paogs and new client relationships. New client refeghips represented 21.3% of the increase
in EMEA'’s revenue over the comparable 2008 peiibatluding the $24.4 million foreign currently impaEMEA’s revenue increased 6.1%
for the six months ended June 30, 2009 compar#teteame period in 2008.

Direct Salaries and Related Costs

Direct salaries and related costs decreased $0i8mbr 0.3%, to $263.9 million for the six moistended June 30, 2009, from $264.7 million
in the comparable 2008 period.
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On a reporting segment basis, direct salaries @lated costs from the Americas segment increas&drflion, or 5.2%, to $178.8 million for
the six months ended June 30, 2009 from $170.0omifor the comparable 2008 period. Direct salasied related costs from the EMEA
segment decreased $9.6 million, or 10.0%, to $88llion for the six months ended June 30, 2009 f&#d.7 million in the comparable 2008
period. While changes in foreign currency exchamges negatively impacted revenues in the AmeacasEMEA, they positively impacted
direct salaries and related costs in 2009 comparéte same period in 2008 by $18.1 million and.$8illion, respectively.

In the Americas’ segment, as a percentage of regrmlirect salaries and related costs increasétl. 836 for the six months ended June 30,
2009 from 61.8% in the comparable 2008 period. Geirease of 0.5%, as a percentage of revenuegrimzily attributable to lower auto
tow claim costs of 0.9%, lower travel costs of 0,18wer recruiting costs of 0.1% and lower othestsaf 0.4%, partially offset by higher
compensation costs of 1.0%.

In the EMEA segment, as a percentage of revenirest dalaries and related costs decreased to 70.2209 from 69.4% in 2008. This
increase of 1.4% was primarily attributable to Righompensation costs of 1.4%, higher fulfillmemttemial costs of 0.2% and higher other
costs of 0.5%, partially offset by lower recruitiogsts of 0.5% and lower billable supply costs.GEA.

General and Administrative

General and administrative expenses decreasedrillidh, or 1.6%, to $112.0 million for the six mitvs ended June 30, 2009, from
$113.8 million in the comparable 2008 period.

On a reporting segment basis, general and adndtiistrexpenses from the Americas segment increg®&ddmillion or 3.4% to $63.0 million
for the six months ended June 30, 2009 from $60lfbmfor the comparable 2008 period. General addhinistrative expenses from the
EMEA segment decreased $4.4 million or 13.2% to. B28llion for the six months ended June 30, 2008nf$33.1 million in the comparable
2008 period. While changes in foreign currency excle rates negatively impacted revenues in the ikaeeand EMEA, they positively
impacted general and administrative expenses isitheonths ended June 30, 2009 compared to theaahle 2008 period by approximately
$5.2 million and $6.2 million, respectively. Corpte general and administrative expenses increds&chdllion, or 2.5%, to $20.2 million for
the six months ended June 30, 2009 from $19.8amill the comparable 2008 period. This increask0ds million was primarily attributable

to higher compensation costs of $2.3 million, higinesiness development costs of $0.4 million amthdsi software maintenance costs of

$0.2 million, partially offset by lower travel casof $0.8 million, lower bad debt expense of $0iBion, lower consulting costs of $0.5 millic
and lower other costs of $0.3 million.

In the Americassegment, as a percentage of revenues, generatiamdistrative expenses decrease to 21.6% for thenenths ended June
2009 from 22.2% in the comparable 2008 period. Gkirease of 0.6% was primarily attributable tovedr depreciation and amortization of
0.3%, lower compensation costs of 0.1%, lower ifgcitlated costs of 0.1%, lower software mainteracosts of 0.1% and lower other cosi
0.3%, partially offset by higher bad debt experfse.2% and higher legal and professional fees t#0.

In the EMEA segment, as a percentage of reveneegrgl and administrative expenses decreased36628r the six months ended June 30,
2009 from 24.2% in the comparable 2008 period. Ohizrease of 0.3% was primarily attributable todotvavel costs of 0.3%, lower recruit
costs of 0.2%, lower telephone costs of 0.2% anetmther costs of 0.3%, partially offset by highbad debt expense of 0.4%, higher
compensation costs of 0.2% and higher depreciatimhamortization of 0.1%.

Impairment Loss on Goodwill and Intangibles

In the Americas’ segment, we recorded an impairress of $1.6 million on the goodwill and intangiblduring the six months ended June 30,
2009 (none in the comparable 2008 period) relaiatle March 2005 acquisition of Kelly, Luttmer & gaciates Limited (“KLA”).
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Interest Income

Interest income was $1.5 million for the six monginsled June 30, 2009, compared to $3.1 milliotfercomparable 2008 period reflecting
lower average rates earned on higher average leearfiénterest bearing investments in cash and egsivalents.

Interest Expense

Interest expense was $0.4 million for the six merghded June 30, 2009 compared to $0.2 millioth®comparable 2008 period due
primarily to higher average rates and fees paidwrunused credit facility.

Impairment Loss on Investment in SHPS

In the Americas’ segment, we recorded an impairrfems of $2.1 million on our entire investment iHES during the six months ended
June 30, 2009 (none in the comparable 2008 period).

Other Income (Expense)

Other income, net, was $1.1 million for the six riinended June 30, 2009 compared to other incosegin$4.3 million for the comparable
2008 period. The net decrease of $3.2 million wéasarily attributable to a decrease of $3.0 milliarrealized and unrealized foreign currency
transaction gains, net of losses. Other incomeg(es®) excludes the cumulative translation effentsumrealized gains (losses) on financial
derivatives that are included in Accumulated Othemprehensive Income in shareholders’ equity instt@mpanying Condensed
Consolidated Balance Sheets.

Provision for Income Taxes

The provision for income taxes of $5.5 million foe six months ended June 30, 2009 was based updapbook income of $34.7 million,
compared to $6.6 million for the six months endenel30, 2008 based upon pex-book income of $40.0 million. The effective tae for the
six months ended June 30, 2009 was 16.0% compauad effective tax rate of 16.4% for the compar&8lé8 period. The decrease in the
effective tax rate of 0.4% was primarily due tchéftan the mix of earnings, accompanied by theef§ of valuation allowances. The effective
tax rate is also affected by permanent differemreblosses in jurisdiction for which tax benefigs de recognized, foreign withholding and
other taxes, accrued interest and penalties amigfoincome tax rate differentials.

Net Income

As a result of the foregoing, we reported inconoerfloperations for the six months ended June 3 20834.6 million, compared to

$32.9 million in the comparable 2008 period. This7million increase was principally attributabtea $0.7 million increase in revenues, a
$0.8 million decrease in direct salaries and rdlatests and a $1.8 million decrease in generabdnuinistrative expenses partially offset by an
impairment loss of $1.6 million. The $1.7 milliomcrease in income from operations and a $1.1 milbever tax provision, partially offset by
$1.6 million decrease in interest income, a $0.Haniincrease in interest expense, a $2.1 millmpairment loss on investment in SHPS ai
$3.2 million decrease in other income resultedahincome of $29.1 million for the six months endede 30, 2009, a decrease of $4.3 million
compared to the same period in 2008.

Client Concentration

Total consolidated revenues included $25.4 millmn]2.1%, and $47.3 million, or 11.5%, of consat&t revenues, for the three and six
months ended June 30, 2009, respectively, from ATSfporation, a major provider of communicationvgzes for which we provide various
customer support services. This included $23.0aniland $42.8 million in revenue from the Ameriéaisthe three and six months ended
June 30, 2009, respectively, and $2.4 million afd $nillion in revenue from EMEA for the three asid months ended June 30, 2009,
respectively.
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The revenues for the comparable periods as itelatthis relationship were $13.3 million, or 6,186d $24.5 million, or 6.0%, of consolida
revenues, for the three and six months ended Jun2088, respectively. This included $10.5 milleomd $19.3 million in revenue from the
Americas and $2.8 million and $5.2 million in reverfrom EMEA for the three and six months endece R0y 2008, respectively.

Liquidity and Capital Resources

Our primary sources of liquidity are generally célsivs generated by operating activities and frorailable borrowings under our revolving
credit facilities. We utilize these capital res@sto make capital expenditures associated prinaiih 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.

On August 5, 2002, the Board of Directors authatitee Company to purchase up to three million shafeur outstanding common stock. A
total of 1.9 million shares have been repurchaseluthis 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, 2009, we repurchased 224 thousand @orsimares under the 2002 repurct
program at prices ranging between $13.72 and $1gkrShare for a total cost of $3.2 million. We esfato make additional stock repurchases
under this program in 2009 if market conditions far®rable.

During the six months ended June 30, 2009, we géeee$33.5 million in cash from operating actistieeceived $3.4 million in cash from
grant proceeds, $0.8 million from the release sfrieted cash, $0.2 million from proceeds from ghée of property and equipment, $0.2 mil
proceeds from the issuance of common stock andsestag benefits from stock-based compensationh&unive used $18.3 million for capital
expenditures, repurchased $3.2 million of the Camgjsastock and repurchased an additional $1.1 nilbf stock for minimum tax

withholding on restricted stock resulting in a $Lfillion increase in available cash (including th#avorable effects of international currency
exchange rates on cash of $4.3 million).

Net cash flows provided by operating activitiestfoe six months ended June 30, 2009 were $33.®miltompared to $31.0 million for tl
comparable 2008 period. The $2.5 million increasedt cash flows from operating activities was ttua $3.1 million increase in non-cash
reconciling items such as depreciation and amdiizadeferred income taxes, stock-based compeamsainrealized gains on financial
instruments and a net increase of $3.7 millionashcflows from assets and liabilities offset by4a@3million decrease in net income. The

$3.7 million net increase in cash flows from asseid liabilities was principally a result of a $Tafllion decrease in receivables, a $1.2 million
increase in income taxes payable and a $0.8 milfiorease in deferred revenue partially offset I$4d million decrease in other liabilities ¢

a $1.9 million increase in other assets.

Capital expenditures, which are generally fundeddsh generated from operating activities, avalablsh balances and borrowings available
under our credit facilities, were $18.3 million filve six months ended June 30, 2009, compareda@ $dillion for the comparable 2008
period, an increase of $2.0 million. During the gignths ended June 30, 2009, approximately 47%eotapital expenditures were the resu
investing in new and existing customer contact rgangent centers, primarily offshore, and 53% wagngpd primarily for maintenance and
technology systems infrastructure. In 2009, wecapdie capital expenditures in the range of $30Iom to $33.0 million.

On March 30, 2009, we entered into a new crediagent with KeyBank National Association and BahRmerica, N.A. (the “Credit
Facility”). The Credit Facility replaces the prioredit agreement, dated March 15, 2004, with Key®dational Association and BNP Paribas.
The new Credit Facility provides us with a $50 raill revolving credit facility, which amount is selof to certain borrowing limitations, and
includes certain customary financial and restreettovenants. Pursuant to the terms of the Creditifyathe amount of $50.0 million may be
increased up to a maximum of $100.0 million with firior written consent of the lenders. The $50illan Credit Facility includes a

$40.0 million multi-currency subfacility, a $10.0Ien swingline subfacility and a $5.0 million ket of credit subfacility. The Credit Facility
will terminate on March 29, 2012.
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We are not currently aware of any inability of ¢emders to provide access to the full commitmerftiofis that exist under the Credit Facility,
if necessary. However, due to recent economic tiomdi and the volatile business climate facingriirial institutions, there can be no
assurance that such facility will be available o @ven though it is a binding commitment.

The Credit Facility, which includes certain finamlctovenants, may be used for general corporaggogas including strategic acquisitions,
share repurchases, working capital support, ater$edf credit, subject to certain limitations. @ndhe Credit Facility, we may obtain base rate
loans (which include all loans under the swingkubfacility), eurodollar loans and alternate cucselvans. Base rate loans accrue interest at
the highest of the base rate (defined as the higfthie lender’s prime rate, the Federal Fundsphte 0.50%, or the London Interbank Offered
Rate (“LIBOR”) plus 1%) plus an applicable margimto 2.50%. Eurodollar loans bear interest at tiredollar rate plus an applicable margin
up to 3.50%. Alternate currency loans accrue istegiethe alternate currency rate applicable tatteznate currency plus an applicable margin
up to 3.50%. In addition, a commitment fee of u85% is charged on the unused portion of the iCFetility on a quarterly basis. The
borrowings under the Credit Facility, which wilkteinate on March 29, 2012, are secured by a plefig&% of the stock of each of our active
direct foreign subsidiaries. The Credit Facilitppibits us from incurring additional indebtednesshject to certain specific exclusions. There
were no borrowings in the first six months of 2@G0@l no outstanding balances as of June 30, 200Peceimber 31, 2008, with $50.0 million
availability on the Credit Facility. At June 30,38 we were in compliance with all loan requirensesftthe Credit Facility.

Effective January 1, 2008, we adopted Financialodoting Standards Board (FASB) Statement of Firmccounting Standards

(SFAS) No. 157 (SFAS 157Fair Value MeasurementsAdoption of SFAS 157 did not have a material &ffen our financial condition, rest
of operations or cash flows. At June 30, 2009 alpgregate amount of assets requiring fair valuesoreaent (no liabilities) included in Level
3 represented approximately 1.0% of the aggregatauat of consolidated assets and liabilities. @faggregate amount of total assets and
liabilities requiring fair value measurement, apginately 7% are included in Level 3. The amountregort in Level 3 in future periods will
directly affected by market conditions. There weoematerial changes made to the valuation techsignd methodologies used to measure
value during the six months ended June 30, 2009 N&¢e 1 of the accompanying Condensed Consolidédtethcial Statements for further
information related to the adoption of SFAS 157 &ath 3 “Quantitative and Qualitative Disclosuré®at Market Risk” for further
information regarding foreign currency risk.

At June 30, 2009, we had $238.9 million in cash eash equivalents, of which approximately 95% @#&2 million, was held in international
operations and may be subject to additional tefke=patriated to the United States. The U.S. Depant of the Treasury released the “General
Explanations of the Administration’s Fiscal YeallP(Revenue Proposals” in May 2009. These proposptesent a significant shift in
international tax policy, which may materially inghdJ.S. taxation of international earnings, inchglour position on permanent reinvestment
of foreign earnings. We continue to monitor thesgppsals and are currently evaluating the poteirtipact on our financial condition, results
of operations, and cash flows.

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.

Contractual Obligations

During the three months ended June 30, 2009, werezhinto new lease agreements for customer comi@ehgement centers located in the
Americas and EMEA. The Americas’ lease obligatetousase payments of $0.9 million to be paid rigtaler the non-cancelable three-year
lease term and includes a $0.2 million early teation penalty. The EMEA lease obligates us to lgesenents of $0.5 million to be paid
ratably over the non-cancelable three-year lease t&s of June 30, 2009, we had no plans to caheske lease agreements.

During the three months ended June 30, 2009, weeealtered into an agreement with a communicatioricgeprovider obligating us to
purchase a minimum of $0.4 million to be paid ritatver the next two years.
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Critical Accounting Policies and Estimates

The preparation of consolidated financial statemé@ntonformity with accounting principles geneyalkcepted in the United States requires
estimations and assumptions that affect the regp@neounts of assets and liabilities and the disctosf contingent assets and liabilities at the
date of the financial statements and the repomeolats 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 sigaift judgment or involve complex
estimations that are important to the portrayawffinancial condition and operating results:

Recognition of Revenu

We recognize revenue pursuant to applicable acomustandards, including SEC Staff Accounting Bitl€“SAB”) No. 101 (SAB 101),
“Revenue Recognition in Financial StatemenSAB 104,“Revenue Recognitionand the Emerging Issues Task Force (“EITF”) No2a0Q-
(EITF 00-21)‘Revenue Arrangements with Multiple DeliverableSAB 101, as amended, and SAB 104 summarize cartadire SEC staff's
views in applying generally accepted accountinggples to revenue recognition in financial stateteend provide guidance on revenue
recognition issues in the absence of authoritditesature addressing a specific arrangement @eaific industry. EITF 00-21 provides further
guidance on how to account for multiple elementticants.

We primarily recognize revenues from services asstrvices are performed, which is based on edtlper minute, per call or per transaction
basis, under a fully executed contractual agreemthtrecord reductions to revenue for contractaabfties and holdbacks for failure to meet
specified minimum service levels and other perfarogabased contingencies. Revenue recognition igelinbo the amount that is not
contingent upon delivery of any future product engce or meeting other specified performance doms.

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

Revenue from contracts with multiple-deliverablesliocated to separate units of accounting basdbeair relative fair value, if the

deliverables in the contract(s) meet the critesiastich treatment. Certain fulfillment servicesteacts contain multipleleliverables. Separati
criteria include whether a delivered item has vatuthe customer on a standalone basis, whether thebjective and reliable evidence of the
fair value of the undelivered items and, if theaagement includes a general right of return reladeaddelivered item, whether delivery of the
undelivered item is considered probable and incontrol. Fair value is the price of a deliverableen it is regularly sold on a standalone basis,
which generally consists of vendor-specific objeetevidence of fair value. If there is no evidentéhe fair value for a delivered product or
service, revenue is allocated first to the faiueadf the undelivered product or service and therrésidual revenue is allocated to the delivered
product or service. If there is no evidence offdievalue for an undelivered product or servite, tontract(s) is accounted for as a single unit
of accounting, resulting in delay of revenue redtigm for the delivered product or service untiétndelivered product or service portion of
the contract is complete. We recognize revenuddtivered elements only when the fair values ofalivdred elements are known,
uncertainties regarding client acceptance arevedpbnd there are no client-negotiated refuneturn rights affecting the revenue recognized
for delivered elements. Once we determine the aflon of revenue between deliverable elementsetasr no further changes in the revenue
allocation. If the separation criteria are metarave from these services is recognized as thecesrare performed under a fully executed
contractual agreement. If the separation critegan®t met because there is insufficient evidenagetermine fair value of one of the
deliverables, all of the services are accounteds$oa single combined unit of accounting. For tlitediverables with insufficient evidence to
determine fair value, revenue is recognized orpto@ortional performance method using the straligietbasis over the contract period, or the
actual number of operational seats used to seevelignt, as appropriate.
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Allowance for Doubtful Accounts

We maintain allowances for doubtful accounts o#%8illion as of June 30, 2009, or 2.1% of accouet®ivables, for estimated losses arising
from the inability of our customers to make reqdipayments. Our estimate is based on factors sudliog 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 jurisdictioragoro 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 December 31, 2008, management determined thaluation allowance of $30.6 million was necesgarseduce U.S. deferred tax assets by
$10.8 million and foreign deferred tax assets bg.8illion, where it was more likely than not tisatme portion or all of such deferred tax
assets will not be realized. The recoverabilityhaf remaining net deferred tax asset of $19.4 oniliit December 31, 2008 is dependent upon
future profitability within each tax jurisdictiors of June 30, 2009, based on our estimates ofdfufixable income and any applicable tax-
planning strategies within various tax jurisdicgpme believe that it is more likely than not ttret remaining net deferred tax asset will be
realized. It is reasonably possible that we magrsy a portion of the valuation allowance durirgrikext twelve months.

We evaluate tax positions that have been takeneoexpected to be taken in our tax returns, anardes liability for uncertain tax positions in
accordance with FASB Interpretation No. 48 (“FIN'8Accounting for Uncertainty in Income Taxes — atenpretation 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 uncertaipaakions accounted for in accordance with SFAS Hirst, tax positions are recognized if
the weight of available evidence indicates that ihore likely than not that the position will bgéstained 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 geflyabasis. This evaluation is based on
factors including, but not limited to, changesaett or circumstances, changes in tax law, effelgtisettled issues under audit, and new audit
activity. Such a change in recognition or measuregm®uld 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 carryiawe of $105.2 million as of June 30, 2009, inahgdgoodwill, intangibles and property and
equipment, and investment in SHPS, Inc., for impaimt whenever events or changes in circumstandésabe that the carrying value of an
asset may not be recoverable and at least anrfoailypairment testing of goodwill. An asset is s@tered to be impaired when the carrying
amount exceeds the fair value. Upon determinatiahthe carrying value of the asset is impairedrewerd an impairment charge or loss to
reduce the asset to its fair value. Future adweltaeges in market conditions or poor operatingltesfi the underlying investment could result
in losses or an inability to recover the carryiradue of the investment and, therefore, might regjair impairment charge in the future. See
Investment in SHPS under Note 1 and Note 2 for impent losses recorded during the three and sixthsoended June 30, 2009.
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Recent Accounting Pronouncements

In September 2006, the Financial Accounting Stassl&oard (“FASB”) issued SFAS No. 157 (SFAS 15Wafr Value Measurements
which defines fair value, establishes a frameworknfieasuring fair value in accordance with gengi@dcepted accounting principles, and
expands disclosures about fair value measurematgsaadopted the provisions of SFAS 157 on Janua?@Q8. The adoption of this standard
did not have a material impact on our financialditan, results of operations or cash flows. Se¢éeNb— Fair Value to our Condensed
Consolidated Financial Statements for further imfation.

In March 2007, the Emerging Issues Task Force (FE) Teached a consensus on Issue No. 06-10 (EITEO)6* Accounting for Deferred
Compensation and Postretirement Benefit AspedBobi@iteral Assignment Split-Dollar Life Insurancerdngements” EITF 06-10 provides
guidance on the employer’s recognition of assigbilities and related compensation costs for etk assignment split-dollar life insurance
arrangements that provide a benefit to an empltyesteextends into postretirement periods. We adbitte provisions of EITF 06-10 on
January 1, 2008. As a result of the implementatiol TF 06-10, we recognized a $0.5 million liatyilfor a postretirement benefit obligation
related to a split dollar arrangement on behatiwffounder and former Chairman and Chief Execu@i¥ficer which was accounted for as a
reduction to the January 1, 2008 balance of retbéenings. See Note 13 -Defined Benefit Pensian Bhd Post-Retirement Benefits to our
Condensed Consolidated Financial Statements fardumformation.

In December 2007, the FASB issued SFAS No. 14liseeh2007) (SFAS 141R),Business Combinatiorisand SFAS No. 160 (SFAS 160), “
Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Resear#tiBiNo. 51”. SFAS 141R changes
how business acquisitions are accounted for andétsgfinancial statements both on the acquisitate dnd in subsequent periods. SFAS 160
changes the accounting and reporting for minoritgrests, which will be recharacterized as nonadiintg interests and classified as a
component of shareholders’ equity. On January 092@e adopted the provisions of SFAS 141R and SE&® SFAS 141R will be applied
prospectively for all business combinations enténgal after January 1, 2009, the date of adopfldre provisions of SFAS 160 will also be
applied prospectively to all noncontrolling intelesexcept for the presentation and disclosureigiavs which are applied retrospectively to
any noncontrolling interests that arose before danii, 2009. The adoption of these standards dithane a material impact on our financial
condition, results of operations or 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 entyderivative instruments and hedging activities.January 1, 2009, we adopted the provisions of SE&IS The
adoption of this standard did not have a matemiglact on our financial condition, results of opienad or cash flows. See Note 4 — Financial
Derivatives to our Condensed Consolidated Finar@tiaiements for further information.

In April 2008, the FASB issued FASB Staff PositiRSP”) No. 142-3 (FSP 142-3),Determination of the Useful Life of Intangible Asse
FSP 142-3 amends the factors an entity should densi developing renewal or extension assumptisesl in determining the useful life of
recognized intangible assets under FASB Statemeni#R2, “Goodwill and Other Intangible AssétsThis new guidance applies prospecti\
to intangible assets that are acquired individuatlyvith a group of other assets in business coatituins and asset acquisitions. We adopte:
provisions of FSP 142-3 on January 1, 2009. Thetaio of this standard did not have a material iotfmen our financial condition, results of
operations or cash flows.

In December 2008, the FASB issued FSP No. FAS 132(®SP 132R-1), Employers Disclosures about Postretirement BeRddih Assets

", which provides additional guidance on an empitg/disclosures about plan assets of a definedfltgr@nsion or other postretirement plan.
FSP 132R-1 is effective for financial statemernssiégl for fiscal years ending after December 15920 are currently evaluating the impact
of adopting FSP 132R-1 on our financial conditi@sults of operations and cash flows.
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In April 2009, the FASB issued FSP No. FAS 141(R}$P 141(R)-1);Accounting for Assets Acquired and Liabilities Asted in a Business
Combination That Arise from Contingenciesthich amends the guidance in SFAS 141R to redhaeassets acquired and liabilities assumed
in a business combination that arise from contingenbe recognized at fair value if fair value barreasonably estimated. If fair value of such
an asset or liability cannot be reasonably estithdate asset or liability would generally be redagd in accordance with FASB Statement

No. 5, "Accounting for Contingenci€sand FASB Interpretation (FIN) No. 14 Reasonable Estimation of the Amount of a 'oEsirther, the
FASB decided to remove the subsequent accountiithgce for assets and liabilities arising from augencies from Statement 141R, and
carry forward without significant revision the gaitte in SFAS 141R. Like SFAS 141R, FSP 141(R)effective for assets or liabilities

arising from contingencies in business combinatishese acquisition date is on or after Januarydo092

In April 2009, the FASB issued FSP No. FAS 107-d afB 28-1 (FSP 107-1)Interim Disclosures about Fair Value of Financial
Instruments', which amends FASB Statement No. 1@Misclosures about Fair Value of Financial Instrumis”, and APB Opinion No. 28,
“Interim Financial Reporting”,to extend the annual disclosures about fair vafdaancial instruments to interim reporting persodSP 107:

is effective for interim reporting periods endirftea June 15, 2009, and was adopted on April 19200e adoption of FSP 107-1 did not have
a material impact on our financial condition, réswlf operations or cash flows. See Note 1- Basiresentation and Summary of Significant
Accounting Policies — Fair Value Measurements totHer information.

In April 2009, the FASB issued FSP No. FAS 157-8RFL57-4);Determining Fair Value When the Volume and Leviebotivity for the Asset
or Liability Have Significantly Decreased and Idiéyihg Transactions That Are Not OrderlyWhich amends SFAS 157 Fair Value
Measurements, and supersedes FSP No. FAS 1573etermining the Fair Value of a Financial Asset \Wihiee Market for That Asset Is Not
Active”. FSP 157-4 provides additional guidance on ediimgeair value when the volume and level of adjivfor an asset or liability have
significantly decreased in relation to normal mageivity for the asset or liability. FSP 157-4alprovides guidance on circumstances that
may indicate a transaction is not orderly (thadistressed or forced). FSP 157-4 is effective prnoapective basis for interim and annual
reporting periods ending after June 15, 2009, aasl adopted on April 1, 2009. The adoption of FSP-48lid not have a material impact on
our financial condition, results of operations asls flows.

In April 2009, the FASB issued FSP No. FAS 115-8 BAS 124-2 (FSP 115-2)Recognition and Presentation of Other-Than Temppra
Impairments', which amends the recognition and presentatiattudr-than-temporary impairments for debt secwwiied provides new
disclosure requirements for both debt and equitysies. Upon adoption of the provisions of FSB-P] the non-credit component of
previously recognized other-than-temporary impairt@ debt securities held on that date is rediagsirom Retained Earnings to
Accumulated Other Comprehensive Income and repagead cumulative-effect adjustment as of the beéginaf the period of adoption, if the
entity does not intend to sell the security arid itot more likely than not that it will be requiréo sell the security before recovery of its
amortized cost basis. FSP 115-2 is effective ftarim and annual reporting periods ending afteeJUs 2009, and was adopted on April 1,
2009. The adoption of FSP 115-2 did not have a mahienpact on our financial condition, resultsagerations or cash flows. See Note 5 —
Investments Held in Rabbi Trust for further infortioa.

In May 2009, the FASB issued SFAS No. 165 (SFAS) l&ubsequent Events'which establishes general standards of accoufaingnd
disclosures of, events that occur after the balaheet date but before the financial statementsaned or are available to be issued. SFAS
is effective on a prospective basis for interirabnual periods ending after June 15, 2009, andadagted on April 1, 2009. This standard did
not have a material impact on our financial colditiresults of operations and cash flows.

In June 2009, the FASB issued SFAS No. 168 (SFAS, 18he FASB Accounting Standards Codification and ltherarchy of Generally
Accepted Accounting Principl— a replacement of FASB Statement No. 16FAS 168 states that the FASB Accounting Standards
Cadification (“Codification”) will become the singlsource of authoritative U.S. generally acceptetdanting principles (“GAAP”yecognizet
by the FASB. The Codification and all of its cortgrwhich changes the referencing of financial déads, will carry the same level of
authority, effectively superseding SFAS 162. Inestivords, the GAAP hierarchy will be modified talinde only two levels of GAAP,
authoritative and nonauthoritative. SFAS 168 igéif/e for financial statements issued for inteainal
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annual periods ending after September 15, 2009€efdre, in the third quarter of 2009, all referenogade to GAAP will use the new
Cadification numbering system prescribed by the BASs the Codification is not intended to changealéer existing GAAP, it is not expected
to have an impact on our financial condition, resof operations and cash flows.

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 resilteon-U.S. subsidiaries are translated into dddars 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 negatively or positivelgcabur competitive position, as
exchange rate changes may affect business praaticisr pricing strategies of non-U.S. based coitgest 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 mestecontact management center capacity in thegphiés which is within our Americas’
segment. Although the contracts with these cliantspriced in U.S. dollars, a substantial portibthe costs incurred to render services under
these contracts are denominated in Philippine p@ad®), which represent a foreign exchange exposure

As of June 30, 2009, we had outstanding forwardreots with counterparties to acquire a total oPP3#4 billion through June 2010 at fixed
prices of $74.8 million U.S. dollars, which appnmétes 59% of our exposure related to the antiabetsh flow requirements denominated in
PHP. The fair value of these derivative instrumast®f June 30, 2009 is presented in Note 4 oAtkempanying Condensed Consolidated
Financial Statements. If the U.S. dollar/PHP exdearate were to adversely change by 10% from ctupetiod-end levels, we would incur a
$7.5 million loss on the underlying exposures &f derivative instruments. However, this loss wdwddffset by a corresponding gain of
$7.5 million in our underlying exposures.

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

Interest Rate Risk

Our exposure to interest rate risk results froniakde debt outstanding under our $50.0 million fewg credit facility. During the six months
ended June 30, 2009, we had no debt outstandingr timd credit facility; therefore, a one-pointiiease in the weighted average interest rate,
which historically has equaled the LIBOR rate phmsapplicable margin, would not have had any impaabur 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, 2008, quartergnigas as a percentage of total consolidated anenehues were approximately 25%, 25%,
25% and 25%, respectively, for each of the respedfuarters of the year. We have experienced atmdate that in the future we will
experience variations in quarterly revenues. Thimtians are due to the timing of new contracts eergewal of existing contracts, the timing
and frequency of client spending for customer otintganagement services, non-U.S. currency fluaoafiand the seasonal pattern of
customer contact management support and fulfillrsentices.
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Iltem 4 — Controls and Procedures

As of June 30, 2009, under the direction of oure€kixecutive Officer and Chief Financial Officerewvaluated the effectiveness of the de
and operation of our disclosure controls and proces] as defined in Rule 13a 15(e) under the Securities Exchange Act of 1934nasndec
Our disclosure controls and procedures are designpobvide reasonable assurance that the infoomagiquired to be disclosed in our SEC
reports is recorded, processed, summarized andteelpwithin the time period specified by the SEiks and forms, and is accumulated and
communicated to management, including our Chiefchttee Officer and Chief Financial Officer, as appriate to allow timely decisions
regarding required disclosure. We concluded theagfalune 30, 2009, our disclosure controls andqatores were effective at the reasonable
assurance level.

There were no changes in our internal controls éimancial reporting during the quarter ended J8@e2009 that have materially affected, or
are reasonably likely to materially affect, ourimtal controls over financial reporting.
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Part I — 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 outbdwtient contracts. In order to appeal these claimgsissued a bank guarantee of

$0.9 million. During the year ended December 3D80.4 million of the bank guarantee was retuttieaas. The remaining balance of the
bank guarantee of $0.5 million is included as ret&td cash in “Deferred charges and other assetdie accompanying Condensed
Consolidated Balance Sheets as of June 30, 200Pecember 31, 2008. We will continue to vigoroudtfend these matters. However, du
further progression of several of these claims iwithe Spanish court system, and based upon opafitegal counsel regarding the likely
outcome of several of the matters before the cowesaccrued a liability in the amount of $1.3 mill as of June 30, 2009 and December 31,
2008 under SFAS No. 5,Accounting for Contingenci€ésecause we now believe that a loss is probaldetlz® amount of the loss can be
reasonably estimated as to three of the subjeichgld here are two other related claims, one ottiiég currently under appeal, and the othi
which is in the early stages of investigation, Wwathave not accrued any amounts related to eifttéose claims because we do not currently
believe a loss is probable, and it is not currepdgsible to reasonably estimate the amount of@sygyrelated 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 atgegic@ruals for related costs such that the ulgroatcome will not have a material adverse
effect on our future financial position or resufsoperations.

Item 2 -Unregistered Sales of Equity Securities andse of Proceeds

Below is a summary of stock repurchases for thetquanded June 30, 2009 (in thousands, excepageqrice per share). See Note 10,
Earnings Per Share, to the Condensed Consolidataddial Statements for information regarding dock repurchase program.

Total
Number of
Shares Maximum
Purchased as Number Of
Part of Shares That
Total Publicly May Yet Be
Number of Average Price Announced Purchased
Shares Paid Per Plans or Under Plans
Period Purchased® Share Programs or Programs
April 1, 2009- April 30, 2009 — — — 1,09¢
May 1, 200¢- May 31, 200¢ — — — 1,09¢
June 1, 200*- June 30, 200 = — o 1,09¢
Total — — 1,09¢

(1) All shares purchased as part of a repurchaseppiblicly announced on August 5, 2002. Total numifeshares approved for repurchase
under the plan was 3 million with no expiratione
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Item 4 — Submission of Matters to a Vote of SecunjtHolders
a. The Annual Meeting of Shareholders was held on Riay2009

b. The following members of the Board of Directors eefected to Class Ill and to serve until the 28hRual Meeting and until the
successors are elected and qualif

For Withhold
Charles E. Syke 25,155,29 13,329,86
William J. Meurer 25,145,48 13,339,67
Furman P. Bodenheimer, . 25,115,64 13,369,51

The following are the members of the Board of Dioes whose term of office as a director continuéerahe meeting:

H. Parks Helm: Mark C. Bozek

Lt. Gen Michael DelLong (Retiret lain A. Macdonalc

Linda McClintocl-Greco, M.D. James K. (Jack) Murray, .
Paul L. Whiting James S. MacLec

c. The following additional matters were voted upottha&t Annual Meeting of Shareholde

The proposal to ratify the appointment of independeiditors was approved as follows:

For Against Abstain
37,809,98¢ 656,268 67,591

The proposal to approve amendments to the Secorehded and Restated 2004 Non-employee Director @enrs approved as follows:

For Against Abstain
19,283,39¢ 16,883,25¢ 10,231

Iltem 6 — Exhibits

The following documents are filed as an exhibithis Report:

15 Awareness lette

311 Certification of Chief Executive Officer, pursuantRule 13-14(a).
31.2 Certification of Chief Financial Officer, pursuaotRule 13-14(a).
32.1 Certification of Chief Executive Officer, pursugnt18 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, INCORPORATED
(Registrant)

Date: August 5, 200¢ By: /s/ W. Michael Kipphut
W. Michael Kipphut
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Office
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32.2 Certification of Chief Financial Officer, pursuaiot18 U.S.C. §135(



Exhibit 15

August 5, 2009

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, Incaigied and subsidiaries for the periods ended JOp2(®9, and 2008, as indicated in our
report dated August 5, 2009; because we did ndoperan audit, we expressed no opinion on thatrinégion.

We are aware that our report referred to aboveghwisiincluded in your Quarterly Report on FormQ@er the quarter ended June 30, 2009, is
incorporated by reference in Registration Staterilarst 333-23681, 333-76629, 333-88359, 333-73260,383-125178 on Form S-8.

We also are aware that the aforementioned reparsupnt to Rule 436(c) under the Securities AA&983, is not considered a part of the

Registration Statement prepared or certified bp@ountant or a report prepared or certified bp@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 eméitate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,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 andquioes, 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 rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymgedeaccounting principles;

(c) Evaluated the effectiveness of the comisadigclosure controls and procedures and presentiads 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 contrgeofinancial reporting; and

5. The company’s other certifying officer(s) anailve disclosed, based on our most recent evaluatiowernal control over financial
reporting, to the company’s auditors and the acmihmittee of the company’s board of directors @nspns 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 compamygity to record, process, summarize and repoairicial information; and

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

Date: August 5, 2009

/s/ Charles E. Syke
Charles E. Sykes, President and Chief Executive@




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 circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,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 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 andquioes, 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 rieggatite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymgedeaccounting principles;

(c) Evaluated the effectiveness of the comisadigclosure controls and procedures and presentiads 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 contrgeofinancial reporting; and

5. The company’s other certifying officer(s) anailve disclosed, based on our most recent evaluatiowernal control over financial
reporting, to the company’s auditors and the acmihmittee of the company’s board of directors @nspns 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 compamygity to record, process, summarize and repoairicial information; and

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

Date: August 5, 2009

/s/ W. Michael Kipphu
W. Michael Kipphut, Senior Vice President and Cliafancial Office




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, 2009
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 5, 2009

By: /s/ Charles E. Sykes

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@oer the period ending June 30, 2009
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 5, 2009

By: /s/ W. Michael Kipphu

W. Michael Kipphut

Senior Vice President and Chief Financial Off
(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 Séesiand Exchange Commission or its staff uponesgju




