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PART |

Item 1. Business
General

Sykes Enterprises, Incorporated and conselitistibsidiaries (“SYKES,” “our,” “us” or “we”) is global leader in providing outsourced
customer contact management solutions and senvi¢es business process outsourcing (“BPQO”) aréaprovide an array of sophisticated
customer contact management solutions to a widgerahclients including Fortune 1000 companies, inmadsized businesses, and public
institutions around the world, primarily in the comnications, technology/consumer, financial sei¢tealthcare, and transportation and
leisure industries. We serve our clients through g@ographic operating regions: the Americas (dn8tates, Canada, Latin America and Asia
Pacific) and EMEA (Europe, Middle East and Afric®ur Americas and EMEA groups primarily provide touser contact management
services (with an emphasis on inbound technicgbet@mnd customer service), which includes custamssistance, healthcare and roadside
assistance, technical support and product salesrtolient’s customers. These services are delivered throudfipie communications channe
including phone, e-mail, Web and chat. We also ig@various enterprise support services in theddn8tates that include services for our
client’s internal support operations, from techhataffing services to outsourced corporate hegkdervices. In Europe, we also provide
fulfillment services including multilingual salesder processing via the Internet and phone, invgrdontrol, product delivery and product
returns handling. (See Note 24 to the accompan@imgsolidated Financial Statements for informatiaroar segments.) Our complete service
offering helps our clients acquire, retain and éase the lifetime value of their customer relatigps. We have developed an extensive global
reach with customer contact management centeraghout the United States, Canada, Europe, LatinrfsaeAsia and Africa. SYKES
delivers cost-effective solutions that enhancectistomer service experience, promote stronger doyadty, and bring about high levels of
performance and profitability.

SYKES was founded in 1977 in North Carolind amoved its headquarters to Florida in 1993. Ind¥ak996, we changed our state of
incorporation from North Carolina to Florida. Owdtquarters are located at 400 North Ashley DE8#) Floor, Tampa, Florida 33602, and
our telephone number is (813) 274-1000.

Our annual report on Form 10-K, quarterly mpon Form 10-Q, current reports on Form 8-K, anmgendments to those reports, as well as
our proxy statements and other materials whicHilee with or furnished to the Securities and Exogpa Commission (“SEC”) are made
available, free of charge, on or through our Intermebsite at www.sykes.com/investors.asp undeh¢laeling “Financial Reports — SEC
Filings,” as soon as reasonably practicable aftey are filed with, or furnished to, the SEC.

Industry Overview

According to industry analysts at Datamonitbe outsourced customer contact management sadutiarket for North America, EMEA,
and the rest of the world was estimated at appratetn $17.2 billion, $9.8 billion and $10.7 billion 2007, respectively. We believe that
growth for outsourced customer contact managenwutiens and services will be fueled by the trefdlobal Fortune 1000 companies and
medium sized businesses turning to outsourcersotdgde high quality, cost-effective, value addedtomer contact management solutions.
Businesses continue to move toward integratedisakithat consist of a combination of support fromn onshore markets in the United States,
Canada and Europe and offshore markets in thePPesidlic Rim and Latin America.

In today’s ever-changing marketplace, compargéguire innovative customer contact managemeuticios that allow them to enhance the
end user’s experience with their products and sesyistrengthen and enhance their company brardémize the lifetime value of their
customers, efficiently and effectively deliver humiateraction when customers value it most, andayelpest in-class customer management
strategies, processes and technologies.

Global competition, pricing pressures, softniesthe global economy and rapid changes in tdolggacontinue to make it difficult for
companies to cost effectively maintain the in-hopesonnel necessary to handle all their custom@iact management needs. As a result,
companies are increasingly turning to outsouraepetform specialized functions and services inciiomer contact management arena. By
working in a partnership with outsourcers, compsugin ensure that the crucial task of retaininggroding their customer base is addressed.
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Companies outsource customer contact manadesoleions for various reasons, including the niefibcus on core competencies, to drive
service excellence and execution, to achieve eshgs, to scale and grow geographies and nichketsgrand to efficiently allocate capital
within their organizations.

To address these needs, SYKES offers glotsibmer contact management solutions that focusaeactively identifying and solving our
clients’ business challenges. We provide consistgit-value support for our clients’ customers asrthe globe in a multitude of languages,
leveraging our dynamic, secure communications stifteture and our global footprint that reachesssl8 countries. This global footprint
includes established operations in both onshoreo#fsHore geographic markets where companies hesesa to high quality customer contact
management solutions at lower costs compared & atlarkets.

Business Strategy

Our goal is to proactively provide enhanced aalue added customer contact management solwimhservices, acting as a partner in our
client’s business. We anticipate trends and delinsv ways of growing our clients’ customer satigtacand retention rates, thus profit,
through timely, insightful and proven solutions.

Our business strategy encompasses buildirgyterm client relationships, capitalizing on oupex worldwide response team, leveraging
our depth of relevant experience and expanding baganically and through acquisitions. The prinegpbf this strategy include the following:

Build Long-term Client Relationships Through Operiahal Excellence We believe that providing high-value, high-quaksrvice is
critical in our clients’ decisions to outsource anduilding long-term relationships with our clisnTo ensure service excellence and
consistency across each of our centers globallyjewerage a portfolio of techniques including SYK&andard of Excellence (“SSE”). This
standard is a compilation of more than 30 yeaexpkrience and best practices. Every customer ciom@nagement center strives to meet or
exceed the standard, which address leadershipgtarid training, performance management down tagleat level, forecasting and
scheduling, and the client relationship includingitinuous improvement, disaster recovery plansfaedback.

Capitalize on our Worldwide Response Tea@ompanies are demanding a customer contact managsoietion that is global in nature
— one of our key strengths. In addition to our netwaf customer contact management centers througWorh America and Europe, we
continue to develop our global delivery model watberations in the Philippines, The Peoples Repuflichina, Costa Rica, El Salvador and
Argentina, offering our clients a secure, high @yaolution tailored to the needs of their diveesel global markets.

Maintain a Competitive Advantage Through Technolo@plutions.For more than 30 years, SYKES has been an inn@vptoneer in
delivering customer contact management solutiors séék to maintain a competitive advantage andréiftiation by utilizing technology to
consistently deliver innovative service solutioméimately enhancing the client’s relationship wiith customers and generating revenue
growth. This includes knowledge solutions for ageartd end customers, automatic call distributots]ligent call routing and workforce
management capabilities based on agent skill aadladility, call tracking software, quality managem systems and computer-telephony
integration (“CTI"). CTI enables our customer cartmanagement centers to serve as transparensexisrior our clients, receive telephone
calls and data directly from our clientg/stems, and report detailed information concertiegstatus and results of our services on a thaibys

Through strategic technology relationships,aneable to provide fully integrated communicatsenvices encompassing e-mail, chat and
Web self-service platforms. In addition, the Eurapeeployment of Global Direct, our customer relaghip management (“CRM”)/ e-
commerce application utilized within the fulfillmeaperations, establishes a platform whereby dantd can manage all customer profile and
contact information from every communication chdnmeking it a viable customer-facing infrastruewsolution to support their CRM
initiatives.

We are also continuing to capitalize on sajtased technological capabilities, including ourrent digital private network that provides us
the ability to manage call volumes more efficierilyload balancing calls and data between custoom@act management centers over the
same network. Our converged voice and data digitaimunications network provides a high-quality |faéalerant global network for the
transport of Voice Over Internet Protocol commutia@as and fully integrates with emergent Interneit&col telephony systems as well as
traditional Time Domain Multiplexing telephony sgsis. Our flexible, secure and scalable networlasifucture allows us to rapidly respond
to changes in client voice and data traffic andkjyiestablish support operations for new and exgstlients.
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Continue to Grow Our Business Organically and thrgh Acquisitions.We have grown our customer contact managementunaiag
operations utilizing a strategy of both internajamic growth and external acquisitions. This sgpteas resulted in an increase from three U.S.
customer contact management centers in 1994 togt®roer contact management centers worldwide #ieeadnd of 2007. Given the
fragmented nature of the customer contact manageindustry, there may be other companies that cbrlth us certain complementary
competencies. Acquisition candidates that can, gnotiner competencies, expand our service offeringsmden our geographic footprint, all
us access to new technology and are synergistiatiure will be given consideration. We have and eghtinue to explore these options upon
identification of strategic opportunities.

Growth Strategy

Applying the key principles of our businessitgy, we execute our growth strategy by focusimincreasing capacity utilization rates and
adding seat capacity, broadening our global delif@otprint, increasing share of seats within ergtand new clients, diversifying verticals
and expanding service lines, advancing horizomtalise offerings and add-on enhancements and adgngro focus on expanding markets.

Increasing Capacity Utilization Rates and Adding &eCapacity.The key driver of our revenues is increasing cdpadilization rate in
conjunction with seat capacity additions. We ex2807 with a capacity utilization rate of approxtelg 78% even as we increased our
capacity by approximately 3,800 seats. We plamustasn our focus on increasing the capacity utilirarate further while adding seat capacity
as deemed necessary.

Broadening Global Delivery FootprintJust as increased capacity utilization rates actased seat capacity are key drivers of our
revenues, where we deploy the seat capacity geloigedly is also important. By broadening and coatdinsly strengthening our global delivery
footprint, we are able to meet both our existing aaw clients’ customer contact management nead&ty as they enter new markets.

Increasing Share of Seats within Existing Clientsid Penetrating New ClientsWe provide customer contact management supposet
100 multinational companies. With this client lise have the opportunity to grow our share of SYKE&®nt base. We strive to achieve this
winning a greater share of our clients’ in-housstsas well as gain share from our competitorsrbyiging consistently high quality of
service. In addition as we further leverage ounidedge of verticals and business lines, we plapetzetrate new clients as a way to broaden
our base of growth.

Diversifying Verticals and Expanding Service LineSo mitigate the impact of economic and product egan our growth rate, we
continue to seek ways to diversify into verticatsl @ervice lines that have countercyclical featares$ healthy growth rates. We are targeting
the following verticals for growth: communicatiorigancial services, technology, healthcare angefrand transportation. These verticals
cover various business lines, including wirelessises, broadband, retail banking, credit card/comsr fraud protection, content moderation,
telemedicine and travel portals.

Advancing Horizontal Service Offerings and Add-OmBancementsTo improve both revenue and margin expansion, Wecatinue to
introduce new service offerings and add-on enharogsnBi-lingual customer support offering and baffice services are examples of
horizontal service offerings, while data analyéesl process improvement products are examplesdeba@dnhancements.

Continuing to Focus on Expanding MarketsAs part of our growth strategy, we continually sézkxpand the number of markets we
serve. The United States, Canada and Germany)dtarice, are markets, which are served by eitheoumtry or from offshore regions, or a
combination thereof. We currently serve 15 marlaeid thus continually seek ways to broaden the addbde market for SYKES’ customer
contact management services.

Services

We specialize in providing inbound outsourcadtomer contact management solutions in the Be@aawn a global basis. Our customer
contact management services are provided througloperating segments — the Americas and EMEA. Timercas region, representing
68.0% of consolidated revenues in 2007, includedthited States, Canada, Latin America and AsidiPathe sites within Latin America
and Asia Pacific are included in the Americas ragis they provide a significant service delivergieke for U.S. based companies that are
utilizing our customer contact management solutiarthese locations to support their customer caexls. The

5




Table of Contents

EMEA region, representing 32.0 % of consolidatacgreies in 2007, includes Europe, the Middle EadtAfrica. For further information
about segments, see Note 24, Segments and Geaghafaitimation, to the Consolidated Financial Statata. The following is a description of
our customer contact management solutions:

Outsourced Customer Contact Management Servig@st outsourced customer contact management semépessented approximately
96% of total 2007 consolidated revenues. Eachwednandle over 200 million customer contacts iniclggohone, e-mail, Web and chat
throughout the Americas and EMEA regions. We pre\tltese services utilizing our advanced technoiofggstructure, human resource
management skills and industry experience. Thesécss include:

» Customer care — Customer care contacts primiaghade product information requests, describingdpict features, activating customer
accounts, resolving complaints, handling billinguiries, changing addresses, claims handling, orgieeservations, prequalification and
warranty management, providing health informatiod epadside assistanc

» Technical support —Fechnical support contacts primarily include hamgllinquiries regarding hardware, software, commaftioas service:
communications equipment, Internet access techgaaod Internet portal usage; a

» Acquisition— Our acquisition services are primarily focused mvound u-selling of our clier’s products and service

We provide these services, primarily inboundtomer calls, through our extensive global netwadrgustomer contact management centers
in a multitude of languages. Our technology infnastiure and managed service solutions allow faraife distribution of calls to one or more
centers. These technology offerings provide owntti and us with the leading edge tools neededtomize quality and customer satisfaction
while controlling and minimizing costs.

Fulfillment Services.In Europe, we offer fulfilment services that anéeigrated with our customer care and technicalaugervices. Our
fulfillment solutions include multilingual salesd®r processing via the Internet and phone, paypreessing, inventory control, product
delivery and product returns handling.

Enterprise Support Servicetn the United States, we provide a range of enimupport services including technical staffiegvices and
outsourced corporate help desk solutions.

Operations

Customer Contact Management CenteWe operate across 18 countries and 42 customeaictanainagement centers, which breakdown
as follows: 18 centers across Europe and Soutlta#dfaight centers in the United States, one cém@anada and 15 centers offshore, inclu
The Peoples Republic of China, the Philippines t&8sca, El Salvador and Argentina.

In an effort to stay ahead of industry off-8hg trends, we opened our first customer contamagement centers in the Philippines and
Costa Rica over nine years ago. Over the pastygaes, through 2007, we have expanded beyond sdntére Philippines, Costa Rica, and
into centers in The People’s Republic of ChinaSElvador and Argentina.

We utilize a sophisticated workforce managensgatem to provide efficient scheduling of persain@ur internally developed digital
private communications network complements our farde by allowing for effective call volume managamhand disaster recovery backup.
Through this network and our dynamic intelligenit cauting capabilities, we can rapidly responcct@anges in client call volumes and move
call volume traffic based on agent availability akill throughout our network of centers, improvithg responsiveness and productivity of our
agents. We also can offer cost competitive solstfon taking calls to our offshore locations.

Our sophisticated data warehouse capturesl@awdloads customer contact information for repgrtm a daily, real time and historical
basis. This data provides our clients with dirgsibility into the services that we are providiragy them. The data warehouse supplies
information for our performance management systaumeh as our agent scorecarding application, whichiges management with the
information required for effective management of operations.

Our customer contact management centers ategeed by a fire extinguishing system, backup cpgoes with
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significant capacity and 24 hour refueling contsaand short-term battery backups in the eventpaiveer outage, reduced voltage or a power
surge. Rerouting of call volumes to other custoomgritact management centers is also available ievbat of a telecommunications failure,
natural disaster or other emergency. Security mreasare imposed to prevent unauthorized physicasac Software and related data files are
backed up daily and stored off site at multipleatbens. We carry business interruption insuranaeiing interruptions that might occur as a
result of certain types of damage to our business.

Fulfillment Centers.We currently have three fulfillment centers locaite@&urope. We provide our fulfilment servicesrparily to certain
clients operating in Europe who desire this comgletary service in connection with outsourced custocontact management services.

Enterprise Support Services Office®@ur two enterprise support services offices aratiet in metropolitan areas in the United States to
provide a recruiting platform for high-end knowledgorkers and to establish a local presence tacgemajor accounts.

Quality Assurance

We believe that providing consistent high dgyalervice is critical in our clients’ decisions ¢utsource and in building long-term
relationships with our clients. It is also our bé&nd commitment that quality is the responsipitt each individual at every level of the
organization. To ensure service excellence andragityt across our organization, we have developethgegrated Quality Assurance program
consisting of three major components:

» The certification of client accounts and custon@rtact management centers to the SSE and SitecaflErce program:
» The application of continuous improvement throughpligation of our Data Analytics and Six Sigma teicjues; anc
» The application of process audits to all work prhaes.

The SSE program is a quality certificatiomstard that was developed based on our more thge&8 of experience, and best practices
from industry standards such as the Malcolm Bagfrilational Quality Award and COPC. It specifies thquirements that must be met in
each of our customer contact management centdrgling measured performance against our standachtipg procedures. It has a well-
defined auditing process that ensures compliantetive SSE standards. Our focus is on quality,iptaoility and consistency over time, not
just point in time certificatior

The application of continuous improvementstablished by SSE and is based upon the five-stefi§ma cycle, which we have tuned to
apply specifically to our service industry. All megers are responsible for continuous improvemetitdin operations.

Process audits are used to verify that preseasd procedures are consistently executed ageedy established documentation. Process
audits are applicable to services being providedHe client and internal procedures.

Sales and Marketing

Our sales and marketing objective is to legeraur expertise and global presence to develaptemm relationships with existing and future
clients. Our customer contact management solutiane been developed to help our clients acquitainrand increase the value of their
customer relationships. Our plans for increasingvisibility include market focused advertising nsuoiltative personal visits, participation in
market specific trade shows and seminars, speakigggements, articles and white papers, and owiteeb

Our sales force is composed of business dpredat managers who pursue new business opporsiaitig strategic account managers who
manage and grow relationships with existing accauime emphasize account development to strengéiationships with existing clients.
Business development management and strategic @at@nagers are assigned to markets in their drexgpertise in order to develop a
complete understanding of each client’s particakeds, to form strong client relationships and arege cross-selling of our other service
offerings. We have inside customer sales represeesavho receive customer inquiries and who prevadtbound lead generation for the
business development managers. We also have redhifis with channel partners including
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systems integrators, software and hardware veradwtvalue-added resellers, where we pair our swoisitand services with their product
offering or focus. We plan to maintain and expédmeke relationships as part of our sales and magkstiategy.

As part of our marketing efforts, we invitesging and potential clients to visit our custoraentact management centers, where we can
demonstrate the expertise of our skilled staffantqering to deliver new ways of growing clientastomer satisfaction and retention rates, thus
profit, through timely, insightful and proven sobuts. During these visits, we demonstrate our @gtiiti quickly and effectively support a new
client or scale business from an existing clientlyphasizing our systematic approach to implemgmirstomer contact solutions throughout
the world.

Clients

In 2007, we provided service to hundreds ignts from our locations in the United States, @and.atin America, Europe, the Philippines,
The Peoples Republic of China, India and SouthcafriThese clients are Fortune 1000 corporationdjumresized businesses and public
institutions, which span the communications, tedbgy/consumer, financial services, healthcare, teamsportation and leisure industries.
Revenue by vertical market for 2007, as a percentd@ur consolidated revenues, was 32% for comaations, 31% for
technology/consumer, 13% for financial services,f8¥%healthcare, 7% for transportation and leisare] 9% for all other vertical markets,
including government-related and utilities. We &edi our globally recognized client base preseng®pnities for further cross marketing of
our services.

Although no client represented 10% or mor2@d7 consolidated revenues, our top ten clientswated for approximately 38% of our
consolidated revenues in 2007, a decrease fromid2806. The loss of (or the failure to retain gnfficant amount of business with) any of
our key clients could have a material adverse effiamur performance. Many of our contracts congenalty provisions for failure to meet
minimum service levels and are cancelable by tleatcht any time or on short notice. Also, cliemtay unilaterally reduce their use of our
services under our contracts without penalty.

Competition

The industry in which we operate is globagréfore highly fragmented and extremely competitivdile many companies provide custol
contact management solutions and services, wevieatie one company is dominant in the industry.

In most cases, our principal competition stémis our existing and potential clients’ in-hougestomer contact management operations.
When it is not the in-house operations of a client, public and private direct competition includesdeTech, Sitel, APAC Customer Services,
ICT Group, Convergys, West Corporation, Stream pleRupport, Sutherland, 24/7 Customer, vCustonialeeare, Atento, Teleperformance,
and NCO Group as well as the customer care armadf sompanies as Accenture, Wipro, Infosys EDSIBMI There are other numerous &
varied providers of such services, including firspgcializing in various CRM consulting, other cusés management solutions providers —
niche or large market companies, as well as prodigttibution companies that provide fulfillmentrgees. Some of these companies possess
substantially greater resources, greater name ngggmgand a more established customer base th&ESY

We believe that the most significant competitiactors in the sale of outsourced customer comi@nagement services include service
quality, tailored value added service offeringsiuistry experience, advanced technological capisiliglobal coverage, reliability, scalability,
security and price. As a result of intense comjpetjtoutsourced customer contact management sptuéind services frequently are subject to
pricing pressure. Clients also require outsourttietse able to provide services in multiple locasio@ompetition for contracts for many of our
services takes the form of competitive biddingdeponse to requests for proposals.

Intellectual Property

We own and/or have applied to register numetmademarks and service marks in the United Statdsn many additional countries
throughout the world. Our registered trademarksserdice marks include Syk@s REAL PEOPLE. REAL SOLUTIONS®, Science of
Service?, ClearCall® and Sykes Answerteafh. The duration of trademark registrations variesfrcountry to country, but may generally be
renewed indefinitely as long as they are in uséarttleir registrations are properly maintained.

8




Table of Contents

Employees

At January 31, 2008, we had approximately @9 &mployees worldwide, consisting of 27,220 custooontact agents handling technical
and customer support inquiries at our centers,@ii@nanagement, administration, information tedbgyp, finance and sales and marketing,
100 in enterprise support services, and 140 irllfant services. Our employees, with the exceptibapproximately 700 employees in
Argentina and various European countries, are nmrumembers and we have never suffered a matetétuption of business as a result of a
labor dispute. We consider our relations with aapkyees to be good.

We employ personnel through a continually updaecruiting network. This network includes asseaed team of recruiters, competency-
based selection standards and global best prasttaréng for advertising and sourcing qualified ddates through proven recruiting techniqt
However, demand for qualified professionals witl taquired language and technical skills may exseegly, as new skills are needed to |
pace with the requirements of customer engagem@ntapetition for such personnel is intense and eyga turnover in this industry is high.

Executive Officers

The following table provides the names andsagfeour executive officers, and the positions afiides currently held by each of them:

Name Age Principal Position
Charles E. Syke 45 President and Chief Executive Offic

W. Michael Kipphut 54 Senior Vice President and Chief Financial Offi

James C. Hobb 57 Senior Vice President, Global Operatic

Jenna R. Nelso 44 Senior Vice President, Human Resour

Daniel L. Hernande 41 Senior Vice President, Global Strate

David L. Pearsol 49 Senior Vice President and Chief Information Offi

Lawrence R. Zingal 52 Senior Vice President, Global Sales and Client Manzeni
James T. Holde 49 Senior Vice President, General Counsel and Corp@atretar
William N. Rocktoff 45 Vice President and Corporate Contro
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Charles E. Sykegoined SYKES in 1986 and was named President anef Elecutive Officer in August 2004. From July 20@
August 2004, Mr. Sykes was the Chief Operatingd@ffi From March 2000 to June 2001, Mr. Sykes wasoB&ice President, Marketing, a
in June 2001, he was appointed to the positionesfegBal Manager, Senior Vice President — the AmsriEeom December 1996 to
March 2000, he served as Vice President, Saleshelddhe position of Regional Manager of the Midgegion for Professional Services
from 1992 until 1996.

W. Michael Kipphut, C.P.A. , joined SYKES in March 2000 as Vice President @héef Financial Officer and was named Senior Vice
President and Chief Financial officer in June 200bm September 1998 to February 2000, Mr. Kipgtald the position of Vice President &
Chief Financial Officer for USA Floral Productsclna publicly-held, worldwide, perishable produdistributor. From September 1994 until
September 1998, Mr. Kipphut held the position af&/President and Treasurer for Spalding & Evenfim@anies, Inc., a global manufacturer
of consumer products. Previously, Mr. Kipphut heddious financial positions, including Vice Pregitland Treasurer, in his 17 years at Tyler
Corporation, a publicly-held, diversified holdingrapany.

James C. Hobbyjoined SYKES in August 2003 as Senior Vice Predidéne Americas, overseeing the daily operatiodsjiaistration and
development of SYKES' customer care and entermtggort operations throughout North America, L&tinerica, the Asia Pacific Rim and
India, and was named Senior Vice President, GlBiparations, in January 2005. Prior to joining SYKEB. Hobby held several positions at
Gateway, Inc., most recently serving as Preside@oasumer Customer Care since August 1999. Fromalg 1999 to August 1999,

Mr. Hobby served as Vice President of European@ust Care for Gateway, Inc. From January 1996 noaky 1999, Mr. Hobby served as
the Vice President of European Customer ServicdeCeat American Express. Prior to January 1996 Hwbby held various senior
management positions in customer care at FedExdCatipn since 1983, mostly recently serving as MyamaDirector, European Customer
Service Operations.

Jenna R. Nelsorjoined SYKES in August 1993 and was named Senioe Wresident, Human Resources, in July 2001. Feomaly 2001
until July 2001, Ms. Nelson held the position ot¥iPresident, Human Resources. In August 1998NdIson was appointed Vice President,
Human Resources, and held the position of Dire¢taman Resources and Administration, from Augu$6l® July 1998. From August 1993
until July 1996, Ms. Nelson served in various mamagnt positions within SYKES, including DirectorAdministration.

Daniel L. Hernandezjoined SYKES in October 2003 as Senior Vice Pregid8lobal Strategy overseeing marketing, publiatiens,
operational strategy and corporate developmenttsffeoridwide. Prior to joining SYKES, Mr. Hernarmserved as President and CEO of ¢
Internet Services, a division of SBC Communicatibnts, since March 2000. From February 1998 to M&@00, Mr. Hernandez held the
position of Vice President/General Manager, Inteamel System Operations, at Ameritech Interactieslid Services. Prior to February 1998,
Mr. Hernandez held various management positiotSatWest Communications since joining the telecomications provider in 1990.

David L. Pearsonjoined SYKES in February 1997 as Vice Presidengif®ering, and was named Vice President, TechndBygyems
Management, in 2000 and Senior Vice President dnef thformation Officer in August 2004. Prior t&'RES, Mr. Pearson held various
engineering and technical management roles oviftearf year period, including eight years at Com@agnputer Corporation and five years at
Texas Instruments.

Lawrence R. Zingalejoined SYKES in January 2006 as Senior Vice Presjdelobal Sales and Client Management. Prior itaifjg
SYKES, Mr. Zingale served as Executive Vice Prasidand Chief Operating Officer of Startek, Inc.c&gr2002. From December 1999 until
November 2001, Mr. Zingale served as Presideri@fmericas at Stonehenge Telecom, Inc. From M&y 1@étil November 199¢
Mr. Zingale served as President and COO of Intenat Community Marketing. From February 1980 uktdy 1997, Mr. Zingale held
various senior level positions at AT&T.

James T. Holder, J.D., C.P.Aoined SYKES in December 2000 as General Counskivas named Corporate Secretary in January 2001,
Vice President in January 2004 and Senior Viceiéeasin December 2006. From November 1999 untivétober 2000, Mr. Holder served in
a consulting capacity as Special Counsel to ChedRewe-In Restaurants, Inc., a publicly held restat operator and franchisor. From
November 1993 until November 1999, Mr. Holder sdrirevarious capacities at Checkers including CoagSecretary, Chief Financ
Officer and Senior Vice President and General Celuns
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William N. Rocktoff, C.P.A ., joined SYKES in August 1997 as Corporate Colgrand was named Treasurer and Corporate Contio
December 1999 and Vice President and Corporater@amtin March 2002. From November 1989 to Augl@97, Mr. Rocktoff held various
financial positions, including Corporate Controllat Kimmins Corporation, a publicly-held contracticompany.

Item 1A. Risk Factors
Factors Influencing Future Results and Accuracy oforward — Looking Statements

This report contains forward-looking statensegutithin the meaning of the Private Securitiesgation Reform Act of 1995) that are based
on current expectations, estimates, forecastspesjdctions about us, our beliefs, and assumptieade by us. In addition, we may make other
written or oral statements, which constitute fordvlmoking statements, from time to time. Words sastimay,” “expects,” “projects,”
“anticipates,” “intends,” “plans,” “believes,” “sks,” “estimates,variations of such words, and similar expressigesraended to identify sut
forward-looking statements. Similarly, statemehtst describe our future plans, objectives or gakis are forward-looking statements. These
statements are not guarantees of future performamteare subject to a number of risks and uncéigairincluding those discussed below and
elsewhere in this report. Our actual results mé#fgidmaterially from what is expressed or forecdstesuch forward-looking statements, and
undue reliance should not be placed on such statsm&ll forward-looking statements are made athefdate hereof, and we undertake no
obligation to update any forward-looking statemewntsether as a result of new information, futureres or otherwise.

Factors that could cause actual results ferdifiaterially from what is expressed or forecastesuch forward-looking statements include,
but are not limited to: the marketplace’s continueceptivity to our terms and elements of servidféered under our standardized contract for
future bundled service offerings; our ability tmtioue the growth of our service revenues throudgitaonal customer contact management
centers; our ability to further penetrate into igaity integrated markets; our ability to expandarues within the global markets; our ability to
continue to establish a competitive advantage tit@aophisticated technological capabilities, arfthlowing risk factors:

Dependence on Key Clien

We derive a substantial portion of our reveniuem a few key clients. Although no client regneted 10% or more of 2007 consolidated
revenues, our top ten clients accounted for appratély 38% of our consolidated revenues in 200&. [dks of (or the failure to retain a
significant amount of business with) any of our kégnts could have a material adverse effect arbosiness, financial condition and results
of operations. Many of our contracts contain pgnatovisions for failure to meet minimum servicedés and are cancelable by the client at
any time or on short-term notice. Also, clients nuaylaterally reduce their use of our services urtdese contracts without penalty. Thus, our
contracts with our clients do not ensure that wiegeinerate a minimum level of revenues.

Risks Associated With International Operations aBtkpansion

We intend to continue to pursue growth oppdties in markets outside the United States. Atddeloer 31, 2007, our international
operations in EMEA and the Asia Pacific Rim weraduwacted from 26 customer contact management ceotsted in Sweden, the
Netherlands, Finland, Germany, South Africa, Scatldreland, Italy, Hungary, Slovakia, Spain, Theples Republic of China and t
Philippines. Revenues from these international apars for the years ended December 31, 2007, 20@62005, were 56%, 52%, and 57% of
consolidated revenues, respectively. We also cdrulwginess from eight customer contact managengmers located in Argentina, Canada,
Costa Rica and El Salvador. International operateme subject to certain risks common to intermafiactivities, such as changes in foreign
governmental regulations, tariffs and taxes, imagort license requirements, the imposition ofi¢raarriers, difficulties in staffing and
managing international operations, political unaieties, longer payment cycles, foreign exchangtiotions that could limit the repatriation
earnings, possible greater difficulties in account®ivable collection, economic instability as e political and country-specific risks.
Additionally, we have been granted tax holidayshia Philippines, El Salvador, India and Costa Ridaich expire at varying dates from 2008
through 2018. In some cases, the tax holidays exgthout possibility of renewal. In other cases, @xpect to renew these tax holidays, but
there are no assurances from the respective fogeigarnments that they will renew them. This cquidentially result in adverse tax
consequences. In 2006,

11




Table of Contents

Costa Rican tax holiday benefits were extendedutjindhe year 2018. Any one or more of these factoudd have an adverse effect on our
international operations and, consequently, orboginess, financial condition and results of openat

As of December 31, 2007, we had cash balavicagproximately $166.4 million held in internatadroperations, which may be subject to
additional taxes if repatriated to the United State

We conduct business in various foreign curieshand are therefore exposed to market risk fioamges in foreign currency exchange rates
and interest rates, which could impact our reafltsperations and financial condition. We are alsbject to certain exposures arising from the
translation and consolidation of the financial tesaf our foreign subsidiaries. We have, from titn¢ime, taken limited actions, such as using
foreign currency forward contracts, to attempt ftigate our currency exchange exposure. Howevergthan be no assurance that we will 1
any actions to mitigate such exposure in the fytane if taken, that such actions will be succdssfthat future changes in currency exchange
rates will not have a material impact on our futoperating results. A significant change in theueadf the dollar against the currency of one or
more countries where we operate may have a masehadrse effect on our results.

Fundamental Shift Toward Global Service Delivery Meets

Clients continue to require blended deliverydels using a combination of onshore and offshopgpart. Our offshore delivery locations
include The Peoples Republic of China, the Phifippi Costa Rica, El Salvador and Argentina, andewiné have operated in global delivery
markets since 1996, there can be no assurance¢hatll be able to successfully conduct and expsunch operations, and a failure to do so
could have a material adverse effect on our busjrfegncial condition, and results of operatiofise success of our offshore operations wi
subject to numerous contingencies, some of whietbayond our control, including general and rediesanomic conditions, prices for our
services, competition, changes in regulation ahdratisks. In addition, as with all of our operasmutside of the United States, we are subject
to various additional political, economic, and neridncertainties (See “Risks Associated with Irdéiomal Operations and Expansion.”).
Additionally, a change in the political environmémthe United States or the adoption and enforcerklegislation and regulations curbing
the use of offshore customer contact managemeuticeos and services could effectively have a makadverse effect on our business,
financial condition and results of operations.

Improper Disclosure or Control of Personal Informatn Could Result in Liability and Harm our Reputatn

Our business involves the use, storage angdrmission of information about our employees, dients and customers of our clients. While
we take measures to protect the security and prighthis information and to prevent unauthorizedess, it is possible that our security
controls over personal data and other practice®ld@v may not prevent the improper access to ecldisure of personally identifiable
information. Such disclosure could harm our repataind subject us to liability under our contreantsl laws that protect personal data,
resulting in increased costs or loss of revenuethEy, data privacy is subject to frequently chaggiules and regulations, which sometimes
conflict among the various jurisdictions and coig#iin which we provide services. Our failure thawek to or successfully implement proce
in response to changing regulatory requirementisignarea could result in legal liability or impaient to our reputation in the marketplace.

Existence of Substantial Competitic

The markets for many of our services operata oommaoditized basis and are highly competitive subject to rapid change. While many
companies provide outsourced customer contact neamaigt services, we believe no one company is dermhindhe industry. There are
numerous and varied providers of our servicesuitiolg firms specializing in call center operatiotresmporary staffing and personnel
placement, consulting and integration firms, arahaiproviders of outsourced customer contact maneageservices, many of whom compete
in only certain markets. Our competitors includ¢hbmompanies who possess greater resources andraaogmition than we do, as well as
small niche providers that have few assets an@nedjzed (local) name recognition instead of glatehe recognition. In addition to our
competitors, many companies who might utilize arwiges or the services of one of our competitoay nitilize in-house personnel to perform
such services. Increased competition, our failareotmpete successfully, pricing pressures, lossasket share and loss of clients could have a
material adverse effect on our business, finargatition and results of operations.

Many of our large clients purchase outsoumegtomer contact management services from mulpigéerred
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vendors. We have experienced and continue to pateisignificant pricing pressure from these ctiéntorder to remain a preferred vendor.
These companies also require vendors to be alpletide services in multiple locations. Although hedieve we can effectively meet our
clients’ demands, there can be no assurance thailivge able to compete effectively with other satirced customer contact management
services companies on price. We believe that th&t significant competitive factors in the sale af core services include the standard
requirements of service quality, tailored valueedidervice offerings, industry experience, advartieeldnological capabilities, global covere
reliability, scalability, security and price.

Inability to Attract and Retain Experienced PersoehMay Adversely Impact Our Busine:

Our business is labor intensive and placesfgignt importance on our ability to recruit, tnaiand retain qualified technical and consulta
professional personnel. We generally experienck tighover of our personnel and are continuougfyired to recruit and train replacement
personnel as a result of a changing and expandimg ferce. Additionally, demand for qualified tedbal professionals conversant in multiple
languages, including English, and/or certain tettgies may exceed supply, as new and addition#s siie required to keep pace with
evolving computer technology. Our ability to located train employees is critical to achieving orovgth objective. Our inability to attract and
retain qualified personnel or an increase in waggexther costs of attracting, training, or retagnqualified personnel could have a material
adverse effect on our business, financial condisiod results of operations.

Dependence on Senior Manageme

Our success is largely dependent upon theteffdirection and guidance of our senior managén@ur growth and success also depend in
part on our ability to attract and retain skilladm@oyees and managers and on the ability of oucigikes officers and key employees to man
our operations successfully. We have entered impl@/ment and non-competition agreements with aacaetive officers. The loss of any of
our senior management or key personnel, or thélityato attract, retain or replace key managenparsonnel in the future, could have a
material adverse effect on our business, finarcatlition and results of operations.

Dependence on Trend Toward Outsourci

Our business and growth depend in large pathe industry trend toward outsourced custometambmanagement services. Outsourcing
means that an entity contracts with a third pastich as us, to provide customer contact servitksmrtghan perform such services in-house.
There can be no assurance that this trend willicoat as organizations may elect to perform sucbices themselves. A significant change in
this trend could have a material adverse effeaiwrbusiness, financial condition and results afraions. Additionally, there can be no
assurance that our cross-selling efforts will catlgts to purchase additional services from uadmpt a single-source outsourcing approach.

Our Strategy of Growing Through Selective Acquisitis and Mergers Involves Potential Risks

We evaluate opportunities to expand the sodpeir services through acquisitions and mergers.nvly be unable to identify companies
that complement our strategies, and even if wetifyes company that complements our strategiesmag be unable to acquire or merge with
the company. In addition, a decrease in the pric@ocommon stock could hinder our growth stratbgyimiting growth through acquisitions
funded with SYKES’ stock.

Our acquisition strategy involves other paednisks. These risks include:
» The inability to obtain the capital required todirce potential acquisitions on satisfactory tel
» The diversion of our attention to the integratidrih@ businesses to be acquir
» The risk that the acquired businesses will faifn@intain the quality of services that we have histdly provided,;
» The need to implement financial and other systemisaald management resourc
» The risk that key employees of the acquired busimél leave after the acquisitio
» Potential liabilities of the acquired busine
» Unforeseen difficulties in the acquired operatic
» Adverse sho-term effects on our operating resu
» Lack of success in assimilating or integratingdperations of acquired businesses within our bssi

» The dilutive effect of the issuance of additionqligy securities
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» The impairment of goodwill and other intangibleetssnvolved in any acquisition
» The businesses we acquire not proving profitabid;

» Potentially incurring additional indebtedne

Uncertainties Relating to Future Litigation

We cannot predict whether any material sglms, or investigations may arise in the futiRegardless of the outcome of any future
actions, claims, or investigations, we may incurstantial defense costs and such actions may eadisersion of management time and
attention. Also, it is possible that we may be iegflito pay substantial damages or settlement edsth could have a material adverse effect
on our financial condition and results of operasion

Rapid Technological Chang

Rapid technological advances, frequent newlyebintroductions and enhancements, and changg®ir requirements characterize the
market for outsourced customer contact manageneevices. Technological advancements in voice reitiognsoftware, as well as self-
provisioning and self-help software, along withl ealoidance technologies, have the potential teeshly impact call volume growth and,
therefore, revenues. Our future success will defreierge part on our ability to service new produplatforms and rapidly changing
technology. These factors will require us to previdiequately trained personnel to address theaisioigly sophisticated, complex and evol
needs of our clients. In addition, our ability &pétalize on our acquisitions will depend on ouitighto continually enhance software and
services and adapt such software to new hardwaleperating system requirements. Any failure byousnticipate or respond rapidly to
technological advances, new products and enhangspoerchanges in client requirements could haweterial adverse effect on our business,
financial condition and results of operations.

Reliance on Technology and Computer Syste

We have invested significantly in sophistickéad specialized communications and computer tdogp and have focused on the
application of this technology to meet our clientseds. We anticipate that it will be necessagotttinue to invest in and develop new and
enhanced technology on a timely basis to maintafrcompetitiveness. Significant capital expendisureay be required to keep our technology
up-to-date. There can be no assurance that anyrafformation systems will be adequate to meetfoture needs or that we will be able to
incorporate new technology to enhance and devalogxisting services. Moreover, investments in tetbgy, including future investments in
upgrades and enhancements to software, may nassdg maintain our competitiveness. Our futurecess will also depend in part on our
ability to anticipate and develop information tectogy solutions that keep pace with evolving indystandards and changing client demands.

Risk of Emergency Interruption of Customer Contagtanagement Center Operatior

Our operations are dependent upon our abdifyrotect our customer contact management ceatet®ur information databases against
damage that may be caused by fire, earthquakdsmeat weather and other disasters, power faitetecommunications failures, unauthori
intrusion, computer viruses and other emergendies.temporary or permanent loss of such systemisl t@ve a material adverse effect on
business, financial condition and results of openat Notwithstanding precautions taken to protecand our clients from events that could
interrupt delivery of services, there can be nagse that a fire, natural disaster, human eequipment malfunction or inadequacy, or other
event would not result in a prolonged interruptiomur ability to provide services to our clienBich an event could have a material adverse
effect on our business, financial condition andiltssof operations.

Control By Principal Shareholder and Anti-TakeovéTonsiderations

As of February 22, 2008, John H. Sykes, ountter and former Chairman of the Board and Chiefdakve Officer, beneficially owned
approximately 17.7% of our outstanding common stadttecrease from 19.1% a year ago. As a resultSikes will have substantial influer
in the election of our directors and in determinihg outcome of other matters requiring sharehageroval.

Our Board of Directors is divided into thrdasses serving staggered three-year terms. ThegestatyBoard of Directors and the anti-
takeover effects of certain provisions containethaFlorida Business Corporation Act and

14




Table of Contents

in our Articles of Incorporation and Bylaws, inclag the ability of the Board of Directors to isssleares of preferred stock and to fix the rights
and preferences of those shares without sharehajgeoval, may have the effect of delaying, deferior preventing an unsolicited change in
control. This may adversely affect the market pdaEeur common stock or the ability of shareholderparticipate in a transaction in which
they might otherwise receive a premium for thearsis.

Volatility of Stock Price May Result in Loss of lestment

The trading price of our common stock has B@hmay continue to be subject to wide fluctuationer short and long periods of time. We
believe that market prices of outsourced custoroptact management services stocks in general hgegienced volatility, which could affect
the market price of our common stock regardlessuofiinancial results or performance. We furthdigwe that various factors such as general
economic conditions, changes or volatility in tiehcial markets, changing market conditions indhtsourced customer contact management
services industry, quarterly variations in our fin&l results, the announcement of acquisitiomatesgic partnerships, or new product offerings,
and changes in financial estimates and recommemnaltly securities analysts could cause the marlaat pf our common stock to fluctuate
substantially in the future.

Iltem 1B. Unresolved Staff Comments

There are no material unresolved written comhéhat were received from the SEC staff 180 daynore before the year ended
December 31, 2007 relating to our periodic or aurreports under the Securities Exchange Act o193
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Item 2. Properties

Our principal executive offices are locatedampa, Florida. This facility currently servestlas headquarters for senior management and
the financial, information technology and admirasitre departments. We believe our existing faetitare adequate to meet current
requirements, and that suitable additional or sulistspace will be available as needed to acconatecahy physical expansion. We operate
from time to time in temporary facilities to accomdate growth before new customer contact manageceeiters are available. During 2007,
our customer contact management centers, takemhsla, were utilized at average capacities of agiprately 78% and were capable of
supporting a higher level of market demand. Thio¥dhg table sets forth additional information cenging our facilities:

Square
Properties General Usage Feet Lease Expiration
AMERICAS LOCATIONS
Tampa, Floride Corporate headquarte 67,60( December 201
Bismarck, North Dakot Customer contact management ce 42,00( Company owne!
Wise, Virginia Customer contact management ce 42,00( Company ownei!
Milton-Freewater, Orega Customer contact management ce 42,00( Company owneil
Morganfield, Kentucky Customer contact management ce 42,00( Company owne:
Perry County, Kentuck Customer contact management ce 42,00( Company owneil
Minot, North Dakote Customer contact management ce 42,00( Company ownei!
Ponca City, Oklahom Customer contact management ce 42,00( Company owne!
Sterling, Coloradt Customer contact management ce 34,00( Company ownei!
Customer contact management center/

London, Ontario, Canac Headquarter 50,00( Company owne!
Cordoba, Argentin. Headquarter 7,90( January 200!
Cordoba, Argentin, Customer contact management ce 94,10( July 2008
Rosario, Argentini Customer contact management ce 20,10( September 200
LaAurora, Heredia, Costa Rica (tw Customer contact management cen 171,70( September 202
San Salvador, El Salvad Customer contact management ce 118,90( November 202
Toronto, Ontario, Canac Customer contact management ce 14,60( June 201:
North Bay, Ontario, Canac Customer contact management ce(@ 5,40( May 2009
Sudbury, Ontario, Canac Customer contact management ce® 3,90( December 201
Moncton, New Brunswick, Canar Customer contact management ce(@ 12,70( February 200!
Bathurst, New Brunswick, Cana Customer contact management ce(® 1,90( December 201
Stephenville, New Foundland, Cane Customer contact management ce(@ 2,30C September 202
Corner Brook, New Foundland, Cane Customer contact management ce@ 2,90(¢ October 202¢
St. Anthony's, New Foundland, Cana Customer contact management ce(@ 4,00( November 202!
Barrie, Ontario, Canac Customer contact management ce® 1,00 July 2008
Makati City, The Philippine Customer contact management ce 68,30( September 200

119,80( March 2022
Cebu City, The Philippine Customer contact management ce 149,20( December 202
Paranaque City, The Philippin Customer contact management ce 92,00( November 202’
Pasig City, The Philippine Customer contact management ce 127,40( November 202!
Quezon City, The Philippine Customer contact management ce 112,30( March 2027
Quezon City, The Philippine Customer contact management ce 84,10( May 2024
Guangzhou, The Peoples Republic of Ct Customer contact management ce 13,00( March 200¢
Shanghai, The Peoples Republic of Ct Customer contact management ce 70,50( February 201.
Bangalore, Indi: Office 1,50(C January 201.
Cary, North Carolini Office 1,20C March 200¢
Chesterfield, Missoul Office 3,60( January 201!
Calgary, Alberta, Canac Office 7,80(C July 2012
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Square

Properties General Usage Feet Lease Expiration
EMEA LOCATIONS
Amsterdam, The Netherlan Customer contact management ce 41,80( September 200
Budapest, Hungar Customer contact management ce 23,00( July 2023
Miskolc, Hungary Customer contact management ce 7,00C August 201¢
Miskolc, Hungary Customer contact management ce 2,80( No expiration

Customer contact management 35,90( September 2019
Edinburgh, Scotlan center/Office /Headquarte 17,80( March 201C
Turku, Finlanc Customer contact management ce 12,50( February 200!
Bochum, German Customer contact management ce 56,00( May 2008
Pasewalk, Germar Customer contact management ce 46,10( February 200!
Wilhelmshaven, Germany (tw Customer contact management cen 69,40( November 201(
Johannesburg, South Afri Customer contact management ce 33,00( March 202&
Odense, Denmat Customer contact management ce 13,60( January 201
Ed, Swedel Customer contact management ce 44,00( November 200!
Sveg, Swede Customer contact management ce 35,00( May 2009
Prato, Italy Customer contact management ce 10,00( October 2011
Shannon, Irelan Customer contact management ce 66,00( March 2012
Lugo, Spair Customer contact management ce 21,40( June 200¢
La Corufia, Spai Customer contact management ce 32,30( December 202
Kosice, Slovaki: Customer contact management ce 16,50( December 202
Galashiels, Scotlan Fulfillment centel 126,70( Company ownei!
Rosersberg, Sweds Fulfillment center and Sales offit 43,10( February 201!
Turku, Finlanc Fulfillment centel 26,00( February 200!
Frankfurt, German' Sales office 1,70C September 200
Madrid, Spair Office 80C June 200¢

(1) Considered part of the Toronto, Ontario, Canadatowser contact management cen
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Item 3. Legal Proceedings

From time to time we are involved in legaliacs arising in the ordinary course of businesgshwéspect to these matters, we believe we

have adequate legal defenses and/or provided aegeeruals for related costs such that the ulératcome will not have a material adverse
effect on our future financial position or resudfsoperations.

We have previously disclosed regulatory sanstiassessed against our Spanish subsidiary tetatthe alleged inappropriate acquisition of
personal information in connection with two outbduwtient contracts. In order to appeal these clamgsissued a bank guarantee of $0.9
million. As of December 31, 2007, we included tlamk guarantee as restricted cash in “Deferred elsaaigd other assetisi'the accompanyir
Consolidated Balance Sheets. We will continue gorously defend these matters. However, due tbduprogression of several of these
claims within the Spanish court system, and baged wpinion of legal counsel regarding the likelyamme of several of the matters before
the courts, we accrued a provision in the amoustlod million as of December 31, 2007 under SFASHJ Accounting for Contingenciés
because we now believe that a loss is probablérendmount of the loss can be reasonably estinzastéal three of the subject claims. There
two other related claims, one of which is currenthder appeal, and the other of which is in théyedages of investigation, but we have not
accrued any amounts related to either of thosensllecause we do not currently believe a lossolsgiie, and it is not currently possible to
reasonably estimate the amount of any loss retatdubse two claims.

Item 4. Submission of Matters to a Vote of SecurityHolders

No matter was submitted to a vote of securitigers during the fourth quarter of the year ceddsy this report.
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PART Il
Item 5. Market for the Registrant's Common Equity, Related Shareholder Matters and Issuer Purchases &ecurities

Our common stock is quoted on the NASDAQ Gl&@mdect Market under the symbol SYKE. The follog/iable sets forth, for the periods
indicated, certain information as to the high amd fale prices per share of our common stock ateduan the NASDAQ Global Select
Market.

High Low

Year ended December 31, 200°

Fourth Quarte $ 20.8¢ $ 16.3]
Third Quartel 19.4¢ 14.9¢
Second Quarte 20.8( 17.8¢
First Quartel 19.9¢ 14.4¢
Year ended December 31, 200t

Fourth Quarte $ 21.5¢ $ 16.1(
Third Quartel 20.67 14.7(
Second Quarte 18.1¢€ 14.01
First Quartel 14.7¢ 11.8C

Holders of our common stock are entitled teiee dividends out of the funds legally availalvleen and if declared by the Board of
Directors. We have not declared or paid any cagideinds on our common stock in the past and dantitipate paying any cash dividends in
the foreseeable future.

As of February 22, 2008, there were 1,113 dmlabf record of the common stock. We estimateetivaare approximately 11,116 beneficial
owners of our common stock.

Below is a summary of stock repurchases fergharter ended December 31, 2007 (in thousandspeaverage price per share.) See Note
20, Earnings Per Share, to the Consolidated FinhB8tatements for information regarding our stegsurchase program.

Total Number of
Shares Purchased e  Maximum Number Of

Total Number of  Average Price Part of Publicly Shares That May Yet
Shares Paid Per Announced Plans ol Be Purchased Under
Period Purchased (1) Share Programs (1) Plans or Programs
October 1, 200— October 31, 200 — — 1,644 1,35¢€
November 1, 200— November 30, 200 — — 1,64 1,35¢
December 1, 200— December 31, 200 — — 1,644 1,35¢€

(1) All shares purchased as part of a repurchaseppiblicly announced on August 5, 2002. Total nurmdfeshares approved for repurchase
under the plan was 3 million with no expiratione

Five-Year Stock Performance Graph

The following graph presents a comparisorhefdumulative shareholder return on the commorkstait the cumulative total return on the
Nasdaq Computer and Data Processing Services Itttefasdaq Telecommunications Index, the Rus686 2ndex, the S&P Small Cap 6
and the SYKES Peer Group (as defined below). ThEEY Peer Group is comprised of publicly traded camigs that derive a substantial
portion of their revenues from call center, custooae business, have similar business models KESY and are those most commonly
compared to SYKES by industry analysts followingkES. This graph assumes that $100 was investedegerber 31, 2002 in SYKES
common stock, the Nasdagq Computer and Data ProceSsirvices Index, the Nasdaq Telecommunicatiotsxnthe Russell 2000 Index, the
S&P Small Cap 600 and SYKES Peer Group, includaigvestment of dividends.
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Comparison of Five-Year Cumulative Total Return
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SYKES PEER GROUP
Ticker Symbol

Name
APAC Customer Service, In APAC
Convergys Corp CVG
eTelecare Global Solutior ETEL
ICT Group, Inc. ICTG
PeopleSuppol PSPT
Startek, Inc SRT
TTEC

TeleTech Holdings, Inc

In place of West Corporation (Ticker: WSTCH&Bitel (Ticker: SWW), whose share prices ceasadirig publicly in 2007, and, therefore,
were not part of “SYKES Peer Group”, we added Pesppport, Inc. (Ticker: PSPT) and eTelecare Gl8odutions, Inc. (Ticker: ETEL) to

“SYKES Peer Group”.
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There can be no assurance that SYKES' stodknpeance will continue into the future with thersa or similar trends depicted in the graph
above. SYKES does not make or endorse any predgcts to the future stock performance.

The information contained in the Stock Performa@caph section shall not be deemed to be “solicitingterial” or “filed” or
incorporated by reference in future filings witletSEC, or subject to the liabilities of Sectionof8he Securities Exchange Act of 1934, except
to the extent that we specifically incorporateyitreference into a document filed under the SeesrExchange Act of 1934.
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Item 6. Selected Financial Data
Selected Financial Data

The following selected financial data has beerived from our consolidated financial statementse information below should be read in
conjunction with “Management’s Discussion and A#&yof Financial Condition and Results of Operatibiand our Consolidated Financial
Statements and related notes.

Years Ended December 31,
(In thousands, except per share data) 2007 2006 2005 2004 2003

INCOME STATEMENT DATA M)

Revenue:! $710,12( $574,22: $494,91¢ $466,71: $480,35¢
Income from operatior(.3.4.5.6; 51,18( 45,15¢ 26,33 12,597 11,36¢
Net income@.3.4.5.6, 39,85¢ 42,32 23,40¢ 10,81« 9,30¢
Net income per basic she(.3.4.5.6) 0.9¢ 1.0¢€ 0.6C 0.27 0.2:
Net income per diluted sha(@.3.4.5.6), 0.9¢ 1.0t 0.5¢ 0.27 0.2:

BALANCE SHEET DATA @.7):

Total asset $505,47" $415,57: $331,18! $312,52¢ $318,17!
Shareholde’ equity 365,32: 291,47: 226,09( 210,03! 200,83:

(1) The amounts for 2007 and 2006 include the Argeratarpuisition on July 3, 200!

(2) The amounts for 2007 include a $1.3 million pramisfor regulatory penalties related to privacy cle associated with the alleg
inappropriate acquisition of personal bank accoimiormation in one of our European subsidiari

(3) The amounts for 2006 include a $13.9 million nehgm the sale of facilities and $0.4 million ofatges associated with the impairmi
of lonc-lived assets

(4) The amounts for 2005 include a $1.8 million nehgai the sale of facilities, a $0.3 million revdrearestructuring and other charg:
and $0.6 million of charges associated with theampent of lon«lived assets

(5) The amounts for 2004 include a $7.1 million nehgai the sale of facilities, a $5.4 million netigain insurance settlement, a
$0.1 million reversal of restructuring and otheracges and $0.7 million of charges associated withimpairment of lor-lived assets

(6) The amounts for 2003 include a $2.1 million nehgai the sale of facilities and a $0.6 million resad of restructuring and other
charges.

(7) SYKES has not declared cash dividends per comnaoe fr any of the five years present

22




Table of Contents

Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following should be read in conjunction witke tbonsolidated Financial Statements and the ndie®to that appear elsewhere in this
document. The following discussion and analysispaoes the year ended December 31, 2007 (“2007thoyear ended December 31, 2006
(“2006"), and 2006 to the year ended December 3102 (“2005").

The following discussion and analysis and othetises of this document contain forward-looking staents that involve risks and
uncertainties. Words such as “may,” “expects,” “gexts,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” “estimates,” variations of
such words, and similar expressions are intenddadeatify such forward-looking statements. Simjtadtatements that describe our future
plans, objectives, or goals also are forw-looking statements. Future events and actual resudtild differ materially from the results refled
in these forward-looking statements, as a resuttesfain of the factors set forth below and elsawhe this analysis and in this Form 10-K for
the year ended December 31, 2007 in Iltem 1.A.fRiskors.

Overview

We provide outsourced customer contact manageservices with an emphasis on inbound techsigaport and customer service, which
represented 95.7% of consolidated revenues in 2(ivered through multiple communication chanrlsompassing phone neail, Web ant
chat. We also offer fulfilment services in Europgluding multilingual sales order processing via Internet and phone, payment processing,
inventory control, product delivery and productures handling, and a range of enterprise supporicas in the United States, including
technical staffing services and outsourced corpdnatp desk services.

Revenue from these services is recognizeleasdrvices are performed, which is based on edtlper minute, per call or per transaction
basis, under a fully executed contractual agreemuathtrecord reductions to revenue for contractaahfiies and holdbacks for a failure to r
specified minimum service levels and other perfarcgebased contingencies. Revenue recognition igelinto the amount that is not
contingent upon delivery of any future product engce or meeting other specified performance dins. Product sales, accounted for within
our fulfillment services, are recognized upon shepirto the customer and satisfaction of all oblage.

Direct salaries and related costs includectlipersonnel compensation, severance, statutorptied benefits associated with such persc
and other direct costs associated with providingises to customers. General and administrativeeses include administrative, sales and
marketing, occupancy, depreciation and amortizatod other costs.

Provision for regulatory penalties is relategbrivacy claims associated with the alleged imappate acquisition of personal bank account
information by one of our European subsidiaries.

Recognition of income associated with grardgsnflocal or state governments of land and the ia@tqun of property, buildings and
equipment is deferred and recognized as a reducfidepreciation expense included within general ashiministrative costs over the
corresponding useful lives of the related assatsounts received in excess of the cost of the ngldire allocated to equipment and, only after
the grants are released from escrow, recognized-egduction of depreciation expense over the wetjaterage useful life of the related
equipment, which approximates five years. Defemexperty and equipment grants, net of amortizatiotaled $10.3 million and $10.8 million
at December 31, 2007 and 2006, respectively, adserof $0.5 million.

The net (gain) loss on disposal of propery aguipment includes the net gain on the salewfthird party leased U.S. customer contact
management centers in 2006 and various other seint@005 in addition to the net (gain) loss ondteposal of property and equipment.

Reversals of restructuring and other chargesist of reversals of certain accruals relatetthéc2002 restructuring plan.

Impairment of long-lived assets charges ofi$fillion in 2006 related to $0.3 million asset iamment charge in one of our underutilized
European customer contact management centers$Md anillion charge for property and equipment mager used in one of our Philippine
facilities. Impairment of long-lived assets chargé$0.6 million in 2005 relate to an asset impanmnincharge of $0.1 million in India related to
the plan of migration of call volumes to other fiigis and a $0.5 million asset impairment chamgjated to the impairment and subsequent sale
of
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property and equipment located in the United States
Interest income primarily relates to interestned on cash and cash equivalents and interdstegn tax refunds.

Interest expense primarily includes commitnfers charged on the unused portion of our creditify, interest on outstanding short-term
debt and interest costs related to a foreign inctameettlement.

Income from rental operations, net is generftem the leasing of several U.S. facilities, whigere sold in September 2006.

Foreign currency transaction gains and logsegrally result from exchange rate fluctuationsnd@rcompany transactions and the
revaluation of cash and other assets and lialsilttiat are settled in a currency other than funetiourrency.

Our effective tax rate for the periods presdmneflects the effects of state income taxesphfederal tax benefit, tax holidays, valuation
allowance changes, foreign rate differentials, ifprevithholding and other taxes, and permanentdiffices.
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Results of Operations

The following table sets forth, for the pesdddicated, the percentage of revenues represbpteertain items reflected in our Statement

Operations:

PERCENTAGES OF REVENUES
Revenue!

Direct salaries and related co
General and administrati\
Provision for regulatory penaltit

Net (gain) loss on disposal of property and equiptr

Reversals of restructuring and other chal
Impairment of lon-lived asset:

Income from operation

Interest incomt

Interest expens

Income from rental operations, r

Other income (expens

Income before provision for income tay
Provision for income taxe

Net income

Years Ended December 31,

2007 2006 2005
100.(% 100.(% 100.(%
63. 63.7 62.€
29.C 30.¢ 32.4
0.2 — —
— (2.4) (0.3)
— — (0.1)
— — 0.1
7.2 7.8 5.3
0. 1.2 0.5
(0.1) (0.1) (0.1)
— 0.2 0.2
(0.4) (0.2) —
7.6 9. 5.0
2.C 1.6 1.2
5.6% 7.4% 4.7%

The following table sets forth, for the periodsicaded, certain data derived from our Consolid&tatements of Operations (in thousands):

Revenue!

Direct salaries and related co
General and administrati\
Provision for regulatory penaltit

Net (gain) loss on disposal of property and equipr

Reversals of restructuring and other chal
Impairment of lon-lived asset:

Income from operation

Interest incom

Interest expens

Income from rental operations, r

Other income (expens

Income before provision for income tay
Provision for income taxe

Net income

Years Ended December 31,

The following table summarizes our revenues forméeods indicated, by reporting segment (in thads

Revenues
Americas
EMEA

Consolidatec

2007 2006 2005
$710,12( $574,22: $494,91¢
451,28( 365,60: 309,60«
206,00¢ 176,70: 160,47(
1,312 — —
33¢ (13,689 (1,779
— (314
— 44E 605
51,18( 45,15¢ 26,33!
6,257 6,78t 2,55¢
(803) (674) (667)
— 1,20( 94C
(2,589 (1,010 (60)
54,05 51,45¢ 29,10¢
14,19: 9,13¢ 5,69
$ 39,85¢ $ 42,32: $ 23,40¢

Years Ended December 31
2007 2006

$482,82: 68.(% $387,30! 67.4% $318,17: 64.2%
227,29 32.(% 186,91¢ 32.6% 176,74" 35.71%
$710,12( 100.(% $574,22: 100.(% $494,91¢ 100.(%
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The following table summarizes the amounts gerdentage of revenue for direct salaries andeleosts and general and administrative
costs for the periods indicated, by reporting segn(ie thousands):

Years Ended December 31,

2007 2006 2005
Direct salaries and related cos
Americas $295,71¢ 61.2% $238,29( 61.5% $189,59¢ 59.€%
EMEA 155,56: 68.4% 127,31. 68.1% 120,00¢ 67.S%
Consolidatec $451,28( $365,60: $309,60:-
General and administrativ
Americas $108,78t¢ 22.5% $ 91,23 23.6% $ 80,15¢ 25.2%
EMEA 58,331 25.7% 49,42¢ 26.4% 49,22: 27.€%
Corporate 38,88¢ 36,04 31,09:
Consolidatec $206,00¢ $176,70: $160,47(

2007 Compared to 2006
Revenues

During 2007, we recognized consolidated reesraf $710.1 million, an increase of $135.9 millam23.7% from $574.2 million of
consolidated revenues for 2006.

On a reporting segment basis, revenues frenthericas segment, including the United Statesa@a, Latin America, India and the Asia
Pacific Rim, represented 68.0%, or $482.8 millionZ007 compared to 67.4%, or $387.3 million, f60&. Revenues from the EMEA
segment, including Europe, the Middle East andcafrrepresented 32.0%, or $227.3 million for 200Mpared to 32.6% or $186.9 million for
2006.

The increase in the Americas’ revenue of $98ilbon, or 24.7%, for 2007 compared to 2006, eefs a broad-based growth in client
demand, including new and existing client relathlips, within our offshore operations and Canadayelsas an increase in revenue generated
from our Argentina operations acquired in July 200621.6 million, and an increase in revenue f@performance incentive payment of
$1.4 million received by our Canadian operationateel to our telemedicine program. New client iefehips represented 14.6% of the
increase in the Americas2venue over 2006, excluding contributions from Atgentina operations and the telemedicine perfoiceancentive
mentioned above. Revenues from offshore operatempresented 60.0% of Americasvenues for 2007 compared to 54.7% for 2006. Tdre
of generating more of our revenues from our offshmperations is likely to continue in 2008. Whilgecating margins generated offshore are
comparable to those in the United States, ourtaltdimaintain these offshore operating margingégrterm is difficult to predict due to
potential increased competition for the availabt@kiorce, trend of higher occupancy costs and aafstisnctional currency fluctuations in
offshore markets. Americas’ revenues for 2007 idetba $5.0 million net gain on foreign currencydesi Excluding this gain, the Americas’
revenue increased $90.5 million compared to laat.ye

The increase in EMEA revenues of $40.4 million21.6%, for 2007 compared to 2006, reflectsuginan client demand, including new and
existing client relationships, partially offset bgrtain program expirations. New client relatiopshiepresented 23.8% of the increase in the
EMEA's revenue over 2006. EMEA revenues for 200Fezienced a $19.0 million increase as a resuli®ftrength in the Euro compared to
2006. Excluding this foreign currency impact, EME#&venues increased $21.4 million compared to laat.y

Direct Salaries and Related Cos

Direct salaries and related costs increas&dr$@illion or 23.4% to $451.3 million for 2007 pfn $365.6 million in 2006. This increase
included $15.2 million of direct salaries and rethtosts from our Argentina operations acquireglig 2006, primarily consisting of
compensation costs.

On a reporting segment basis, direct salamesrelated costs from the Americas segment inede$57.4 million or 24.1% to $295.7 million
for 2007 from $238.3 million in 2006. Direct saksiand related costs from the EMEA
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segment increased $28.3 million or 22.2% to $1&4lfon for 2007 from $127.3 million in 2006. Whilghanges in foreign currency exchange
rates positively impacted revenues in EMEA, thegatwely impacted direct salaries and related cdos?907 compared to 2006 by
approximately $13.0 million.

In the Americas’ segment, as a percentagevaitues, direct salaries and related costs dedréa$d.2% in 2007 from 61.5% in 2006.
Excluding the $1.4 million revenue contributionftcCanada mentioned above, as a percentage of evetitect salaries and related costs
decreased to 61.4% for 2007. This decrease of (a$%,percentage of revenues, was primarily ataiide to lower telephone costs of 0.7%,
partially offset by higher salary costs of 0.4%glirding training costs associated with the rampfupusiness in our offshore and U.S.
operations and other costs of 0.2%.

In the EMEA segment, as a percentage of regniirect salaries and related costs increase8.48%6 in 2007 from 68.1% in 2006. This
increase of 0.3% was primarily attributable to Righompensation costs of 1.7% partially offsetdwdr billable supply costs of 0.7%, lower
material costs of 0.6% and a decrease in othes ©b$t.1%.

General and Administrative

General and administrative expenses increb28a million or 16.6% to $206.0 million for 2007em $176.7 million in 2006. This increa
included $6.0 million of general and administratdeests from our Argentina operations acquired iy 2006.

On a reporting segment basis, general andrasimaitive expenses from the Americas segmentasere $17.6 million or 19.3% to
$108.8 million for 2007 from $91.2 million in 2006eneral and administrative expenses from the EM&gment increased $8.8 million or
17.8% to $58.3 million for 2007 from $49.5 milliam 2006. While changes in foreign currency excharges positively impacted revenues in
EMEA, they negatively impacted general and admiaiste expenses in 2007 compared to 2006 by apmiateiy $5.0 million. Corporate
general and administrative expenses increased$ilidn or 7.9% to $38.9 for 2006 from $36.0 millioThis increase of $2.9 million was
primarily attributable to higher compensation cagt$4.3 million, including higher employee couatswell as $1.7 million associated with
stock-based compensation plans, higher travel cd$8.6 million partially offset by a $2.0 milliocharitable contribution in 2006.

In the Americas’ segment, as a percentagevaimues, general and administrative expenses decréa22.5% in 2007 from 23.6% in 2006.
Excluding the $1.4 million revenue contributiondrdCanada mentioned above, general and adminigratpenses decreased to 22.6% for
2007. This decrease of 1.0% was primarily attriblgtéo lower depreciation expense of 0.9%, telephmsts of 0.3%, legal and professional
fees of 0.1% and insurance costs of 0.1% partgflset by higher compensation costs of 0.2%, leaskequipment maintenance of 0.1% and
other costs of 0.1%.

In the EMEA segment, as a percentage of reegrgeneral and administrative expenses decreagEda% in 2007 from 26.4% in 2006.
This decrease of 0.7% was primarily attributabléoteer lease and equipment maintenance of 0.8%)] gl professional fees of 0.4%,
depreciation expense of 0.4%, telephone costsl®bOinsurance costs of 0.1% and other costs of @2&tally offset by higher bad debt
expense of 0.5%, recruiting costs of 0.4%, comp@rsaosts of 0.3% and travel costs of 0.1%.

Provision for Regulatory Penaltie

Provision for regulatory penalties of $1.3lroil in 2007 is related to privacy claims assodatéth the alleged inappropriate acquisition of
personal bank account information in one of ourdBean subsidiaries.
Net (Gain) Loss on Disposal of Property and Equipmtt

The net gain on disposal of property and egeipt of $13.7 million for 2006 was primarily a résaf sale of four third party leased U.S.
customer contact management centers. This comfmageset loss on disposal of property and equiprak$0.3 million for 2007.
Impairment of Lonc-Lived Assets

There was no asset impairment charge for 2002006 we recorded impairment charges of $0.4aniconsisting of a $0.3 million asset
impairment charge relating to one of our undenrgii European customer contact
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management centers and a $0.1 million charge fipgrty and equipment no longer used in one of dilippine facilities.

Interest Income

Interest income was $6.3 million in 2007, camgal to $6.8 million in 2006. Excluding interestame of $1.7 million on a foreign tax
settlement in 20086, interest income increased ®illlibn reflecting higher levels of interest-beagimvestments in cash and cash equivalents
and short-term investments.

Interest Expenst

Interest expense was $0.8 million for 2007 parad to $0.7 million for 2006, an increase of $@illion due to interest costs related to a
foreign income tax settlement and short-term detdtanding during 2007.

Income from Rental Operations, Nt

We sold our four U.S. leased facilities in ®@pber 2006; therefore, there is no income frontalesperations for 2007. For 2006 income
from rental operations, net, related to these théameilities was $1.2 million.

Other Income and Expense

Other expense, net, increased to $2.6 milid2007 from $1.0 million in 2006. This increasesyaimarily attributable to an increase in
foreign currency transaction losses, net of gabiker income excludes the effects of cumulativediaion effects and unrealized gains (los
on financial derivatives that are included in Acadated Other Comprehensive Income (Loss) in shédehsl equity in the accompanying
Consolidated Balance Sheets.

Provision for Income Taxe:!

The provision for income taxes of $14.2 millifor 2007 was based upon pre-tax income of $54lliom compared to the provision for
income taxes of $9.1 million for 2006 based upagax income of $51.5 million. The effective taxeravas 26.3% for 2007 and 17.8% for
2006. This increase in the effective tax rate tesufrom a shift in our mix of earnings and theeef§ of permanent differences, valuation
allowances, foreign withholding taxes, state incaees, and foreign income tax rate differentiaisl(ding tax holiday jurisdictions).

Net Income

As a result of the foregoing, we reported medrom operations for 2007 of $51.2 million, anrease of $6.0 million from 2006. This
increase was principally attributable to a $135ilion increase in revenues and a $0.4 million dase in asset impairment charges partially
offset by a $85.7 million increase in direct sadarand related costs, a $29.3 million increaseirerpl and administrative costs, a $14.0 million
decrease in net gain on disposal of property anipatent and a $1.3 million increase in provisionriegulatory penalties. The $6.0 million
increase in income from operations was offset B$.4 million higher tax provision, a $1.2 millioectease in income from rental operations,
net, an increase of $1.6 million in other expensd adecrease in interest income, net of $0.5anilliesulting in net income of $39.9 million
for 2007, a decrease of $2.4 million compared @620

2006 Compared to 2005

Revenues

During 2006, we recognized consolidated reesraf $574.2 million, an increase of $79.3 millmnl6.0% from $494.9 million of
consolidated revenues for 2005.

On a reporting segment basis, revenues frenfthericas segment, including the United Statesa@a, Latin America, India and the Asia
Pacific Rim, represented 67.4%, or $387.3 millionZ006 compared to 64.3%, or $318.2 million, f602. Revenues from the EMEA
segment, including Europe, the Middle East ando&frrepresented 32.6%, or $186.9 million for 200@ipared to 35.7% or $176.7 million for
2005.

The increase in Americas’ revenue of $69.1iomJ or 21.7%, for 2006, compared to 2005, refexbroad-based growth in client call
volumes including new and existing client programihin our offshore operations, Canada
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and the United States, as well as $15.1 millioresEnue generated from our Argentine acquisitioduy 3, 2006, and a $2.5 million revenue
contribution from the KLA acquisition in Canada elarch 1, 2005. Revenues from new and existing tieoagrams in our offshore operations
represented 36.9% of consolidated revenues for 2006fared to 31.7% in 2005.

The increase in EMEA’s revenue of $10.2 millior 5.7%, for 2006 reflects an increase in callmes, including new and existing client
programs partially offset by certain program expnes. Excluding a foreign currency benefit of $in8lion, EMEA's revenues would have
increased $8.4 million compared to the prior year.

Direct Salaries and Related Cos
Direct salaries and related costs increas€&d$billion or 18.1% to $365.6 million for 2006pM $309.6 million in 2005.

On a reporting segment basis, direct salamekrelated costs from the Americas segment inede$48.7 million or 25.7% to $238.3 million
for 2006 from $189.6 million in 2005. This increaseluded $10.2 million of direct salaries and tethcosts from our newly acquired
Argentina operations primarily consisting of comgation costs. Direct salaries and related costs fhe EMEA segment increased
$7.3 million or 6.1% to $127.3 million for 2006 fro$120.0 million in 2005. While changes in foremmrency exchange rates positively
impacted revenues in EMEA, they negatively impactieelct salaries and related costs in 2006 compar€805 by approximately
$1.2 million.

In the Americas’ segment, as a percentagevaitues, direct salaries and related costs inat¢adtl.5% in 2006 from 59.6% in 2005. This
increase of 1.9% was primarily attributable to Eighompensation costs of 3.4%, including trainiogts associated with the ramp up of
business in our offshore and U.S. operations, gribffset by lower telephone costs of 1.3% angddoauto tow claims costs of 0.2% in
Canada.

In the EMEA segment, as a percentage of reegrdirect salaries and related costs increasé8.186 in 2006 from 67.9% in 2005. This
increase of 0.2% was primarily attributable to leigbhompensation costs of 0.2% and higher billab&scof 0.2%, partially offset by a decre
in other costs of 0.2%.

General and Administrative
General and administrative expenses incred$&® million or 10.1% to $176.7 million for 2006pm $160.5 million in 2005.

On a reporting segment basis, general andrasimaitive expenses from the Americas segmentasere $11.1 million or 13.8% to
$91.2 million for 2006 from $80.1 million in 2005Bhis increase included $4.1 million of general addhinistrative expenses from our newly
acquired Argentina operations primarily consistiriglepreciation and amortization and compensatimtsc General and administrative
expenses from the EMEA segment increased $0.2omitlr 0.4% to $49.5 million for 2006 from $49.3 lioih in 2005. While changes in
foreign currency exchange rates positively impacgs@nues in EMEA, they negatively impacted genanal administrative expenses in 2006
compared to 2005 by approximately $0.5 million. @wate general and administrative expenses inale®&s8 million or 15.9% to $36.0 for
2006 from $31.1 million. This increase of $4.9 ioitl was primarily attributable to higher compensattosts of $5.1 million, including
$2.5 million associated with our stock-based corspéan plans, and a $2.0 million charitable conttitm, higher telephone costs of
$1.3 million, partially offset by lower depreciati@xpense of $2.0 million, lease and equipment teaance costs of $0.7 million and other
costs of $0.8 million.

In the Americas’ segment, as a percentagevanues, general and administrative expenses decréa 23.6% in 2006 from 25.2% in 2005.
This decrease of 1.6% was primarily attributabléoteer telephone costs of 0.7%, legal and profesditees of 0.6%, depreciation expense of
0.3% and lease and equipment maintenance of 0.2ftalfy offset by higher compensation costs of6.2

In the EMEA segment, as a percentage of ree®rgeneral and administrative expenses decrea@&d4% in 2006 from 27.8% in 2005.
This decrease of 1.4% was primarily attributabléoteer depreciation expense of 0.7%, telephonesaafsd.4% a recovery of bad debts of
0.3%, lease and equipment maintenance of 0.2% @mgensation costs of 0.1%, partially offset by kiglegal and professional fees of 0.1%,
software maintenance of 0.1% and other costs 60.1
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Net Gain on Disposal of Property and Equipme

The net gain on disposal of property and egeipt of $13.7 million for 2006 was primarily a résaf sale of four third party leased U.S.
customer contact management centers located itkBaklorida, Pikeville, Kentucky, Ada, OklahomagdaManhattan, Kansas. This compares
to a net gain on disposal of property and equiproéfi..8 million for 2005 which includes a $1.7 loih net gain on the sale of our Greeley,
Colorado facility and a $0.1 million net gain or thale of a parcel of land in Klamath Falls, Oregon

Reversal of Restructuring and Other Charg

Restructuring and other charges included arsz¥ of certain charges totaling $0.3 million 003 related to the remaining lease termination
and closure costs for two European customer contaoagement centers and one European fulfillmarieceThere were no restructuring
charges in 2006.

Impairment of Lonc-Lived Assets

Impairment of long-lived assets charges ofi$8illion in 2006 related to a $0.3 million assapairment charge in one of our underutilized
European customer contact management centers$d anillion charge for property and equipment mager used in one of our Philippine
facilities. Impairment of long-lived assets chargé$0.6 million in 2005 relate to an asset impamnincharge of $0.1 million in India related to
the plan of migration of call volumes to other faigs and a $0.5 million asset impairment chamgated to the impairment and subsequent sale
of property and equipment located in the UnitedeSta

Interest Income

Interest income increased to $6.8 million @& from $2.6 million in 2005. Excluding interestome of $1.7 million on a foreign tax
settlement in 2006, interest income increased B@l®n reflecting higher average levels of intarbgaring investments in cash and cash
equivalents earning higher rates of interest income

Interest Expenst

Interest expense was unchanged at $0.7 mili@®06 as compared to 2005.

Income from Rental Operations, Nt

Income from rental operations, net was $1 oniin 2006 compared to $0.9 million in 2005. Tinerease of $0.3 million was primarily
related to lower depreciation and maintenance ads§§.6 million partially offset by lower rentaidome of $0.3 million as a result of the
September 2006 sale of the four third party ledaeitities.

Other Income and Expense

Other expense, net increased to $1.0 millio2G06 from $0.1 million in 2005. This increase wasarily attributable to an increase in
foreign currency transaction losses, net of gabiker income excludes the effects of cumulativediation effects included in Accumulated
Other Comprehensive Income (Loss) in shareholasysity in the accompanying Consolidated Balancee®he

Provision for Income Taxe:

The provision for income taxes of $9.1 millifam 2006 was based upon pre-tax book income ofSp&llion, compared to the provision for
income taxes of $5.7 million for the comparable 2p@riod based upon ptax book income of $29.1 million. The effective tate was 17.8¢
for 2006 and 19.6% for the comparable 2005 peifitis decrease in the effective tax rate resultedhfa shift in our mix of earnings and the
effects of permanent differences, valuation allovear) foreign withholding taxes, state income taaed, foreign income tax rate differentials
(including tax holiday jurisdictions). The effeatitax rate of 19.6% for 2005 included the reveo$a $0.6 million beginning of the year
valuation allowance. This reversal resulted frofawerable change in forecasted 2005 and 2006 hamke for one EMEA legal entity, whi
provided sufficient evidence for current and futsoeirces of taxable income.
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Net Income

As a result of the foregoing, we reported medrom operations for 2006 of $45.2 million, anrease of $18.8 million from 2005. This
increase was principally attributable to a $79.8iom increase in revenues, a $11.9 million inceeasnet gain on disposal of property and
equipment, $0.1 million decrease in asset impaitrokarges partially offset by a $56.0 million inase in direct salaries and related costs, a
$16.2 million increase in general and administetiests, and a $0.3 million decrease in reversatsstructuring and other charges. The
$18.8 million increase in income from operationmbied with a net increase in interest income, imedrom rental operations, net and other
income of approximately $3.5 million was partiatiffset by a $3.4 million higher tax provision, résw in net income of $42.3 million for
2006, an increase of $18.9 million compared to 2005
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Quarterly Results

The following information presents our unaadiguarterly operating results for 2007 and 200& data has been prepared on a basis
consistent with the Consolidated Financial Statdm@rtiuded elsewhere in this Form 10-K, and inelatl adjustments, consisting of normal
recurring accruals that we consider necessary fair @aresentation thereof.

(In thousands, except per share data)

12/31/07 _ 9/30/07 6/30/07 3/31/07 12/31/06 _ 9/30/06 6/30/06 3/31/06

Revenue! $197,710 $176,12. $168,28: $168,00: $158,62¢ $149,28" $135,22: $131,08’
Direct salaries and related co® 124,17: 110,77 110,46: 105,87: 102,19: 94,01¢ 86,37¢ 83,01¢
General and administratiy®) 56,60¢ 50,46¢ 50,388 48,55: 46,09 47,28. 42,33: 40,99¢
Provision for regulatory penalti¥ 1,312 — — — —

Net (gain) loss on disposal of property and equiptr® 37z 3 (34) 3 17¢  (13,87() 5 9
Impairment of lon-lived asset:(®) — — — — — 63 — 382
Income from operatior 15,25. 14,88t 7,46¢ 13,57¢ 10,17: 21,79 6,50¢ 6,68¢
Interest incomu 1,84¢ 1,614 1,44t 1,34¢ 1,61C 1,39¢ 2,85¢ 921
Interest expens (265) (230) (15%) (159 (211) (187) (183 (93
Income from rental operations, r — — — — (20 26€ 444 51C
Other income (expens (1,397) (237) (63¢€) (319) (65E5) (147) 154 (362)
Income before provision (benefit) for income ta 15,44: 16,03¢ 8,121 14,45. 10,89¢ 23,12¢ 9,77¢ 7,661
Provision (benefit) for income tax 5,97¢ 3,78( 1,784 2,65 2,75¢€ 6,614 (1,996 1,762
Net income® $ 9467 $ 12,25 $ 6,337 $ 11,79¢ $ 8,13¢ ¢ 16,51« $ 11,771 $ 5,89¢
Net income per basic she®.7) $ 02:% 03C$% 01€$ 02¢$ 02(% 041% 03C$ 0.1t
Total weighted average basic she 40,43¢ 40,43. 40,35¢ 40,29¢ 40,28 40,18. 39,90 39,45!
Net income per diluted sha®? $ 02:% 03C$ 01€3$ 02¢$ 02% 041% 02¢$ O0.1F
Total weighted average diluted sha 40,78: 40,697 40,65: 40,55( 40,55¢ 40,497 40,25! 39,81¢

(1) All quarters subsequent to the quarter ended JUn€B06 include the operating results of the Argenacquisition on July 3, 2006. S
Note 2 of the accompanying Consolidated Finandiate®nents

(2) The quarter ended March 31, 2006 includes a $0IBomicharge for termination costs associated véttit activities in German)
(3) The quarter ended December 31, 2006 includes arfdli®n reversal of bad debt expen

(4) The quarter ended December 31, 2007 includes arilli®n provision for regulatory penalties relatéd privacy claims associated wi
the alleged inappropriate acquisition of personahk account information in one of our European &dibsies.

(5) The quarter ended September 30, 2006 includes gameif $13.9 million related to the sale of falS. third party leased facilitie

(6) The quarters ended September 30, 2006 and MarcB(®E include a $0.1 million and $0.4 million charagssociated with tt
impairment of lon-lived assets, respective

(7) Netincome (loss) per basic and diluted share amputed independently for each of the quartersgmesi and therefore may not sun
the total for the yeal
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Liquidity and Capital Resources

Our primary sources of liquidity are generalgsh flows generated by operating activities aaohfavailable borrowings under our revolv
credit facilities. We utilize these capital res@agdo make capital expenditures associated priynaith our customer contact management
services, invest in technology applications andisttm further develop our service offerings andvimrking capital and other general corporate
purposes, including repurchase of our common stotie open market and to fund possible acquisstitm future periods, we intend similar
uses of these funds.

On August 5, 2002, the Board of Directors atitted the purchase of up to three million shafesuo outstanding common stock. A total of
1.6 million shares have been repurchased undeptbgram since inception. The shares are purch&sed time to time, through open market
purchases or in negotiated private transactiorsstlaen purchases are based on factors, includingdidimited to, the stock price and general
market conditions. During 2007, we did not repusgheommon shares under the 2002 repurchase program.

During 2007, we generated $48.3 million inlctem operating activities, $1.6 million from thelease of restricted cash, $0.5 million in
cash from issuance of stock, $0.2 million from arpyment grant, $0.2 million from short-term debid $0.1 million in cash from the sale of
property and equipment. Further, we used $31.5amilh funds for capital expenditures, purchased.$hillion in short-term investments,
settled contingencies of $1.6 million related te gurchase of Apex, invested $0.4 million in reséd cash, repaid $0.2 million of short-term
debt and used $0.1 million for other investing\dti#is resulting in a $19.1 million increase in B&ble cash (including the favorable effects of
international currency exchange rates on cash @5&dillion).

Net cash flows provided by operating actitier 2007 were $48.3 million, compared to net déshs provided by operating activities of
$44.8 million for 2006. The $3.5 million increaseriet cash flows from operating activities was tlua $15.2 million increase in non-cash
reconciling items such as deferred income taxeskdbased compensation, termination costs assdaidth exit activities, unrealized gains on
financial instruments partially offset by a $9.3lion net decrease in cash flows from assets afidliies and a $2.4 million decrease in net
income. This $9.3 million net change in assetslefulities was principally a result of a $9.4 nivlh decrease in deferred revenue, a
$3.1 million increase in receivables and a $2.3ionildecrease in taxes payable partially offseal$8.8 million decrease in other assets and a
$1.7 million increase in other liabilities.

Capital expenditures, which are generally ahldy cash generated from operating activitiestemtbwings available under our credit
facilities, were $31.5 million for 2007, compared$19.4 million for 2006, an increase of $12.1 il During 2007, approximately 48% of
capital expenditures were the result of investmgeéw and existing customer contact managemenersemrimarily offshore, and 52% was
expended primarily for maintenance and systemsstifucture. In 2008, we anticipate capital expemdg in the range of $30.0 million to
$35.0 million.

An available source of future cash flows friimancing activities is from borrowings under o&0$0 million revolving credit facility (the
“Credit Facility”), which amount is subject to cairt borrowing limitations. Pursuant to the termshaf Credit Facility, the amount of $50.0
million may be increased up to a maximum of $108ilion with the prior written consent of the lerrdeThe $50.0 million Credit Facility
includes a $10.0 million swingline subfacility, 4350 million letter of credit subfacility and a $80million multi-currency subfacility.

The Credit Facility, which includes certaindncial covenants, may be used for general comppraposes including acquisitions, share
repurchases, working capital support, and lettécsait, subject to certain limitations. The Citeééacility, including the multi-currency
subfacility, accrues interest, at the Company’sooptat (a) the Base Rate (defined as the high#heofender’s prime rate or the Federal Funds
rate plus 0.50%) plus an applicable margin up 5@%, or (b) the London Interbank Offered Rate (“OR”) plus an applicable margin up to
1.25%. Borrowings under the swingline subfacilicgiaue interest at the prime rate plus an applicatalegin up to 0.50% and borrowings under
the letter of credit subfacility accrue interesthat LIBOR plus an applicable margin up to 1.2586adldition, a commitment fee of up to 0.25%
is charged on the unused portion of the Creditlféacin a quarterly basis. The borrowings under@hnedit Facility, which will terminate on
March 14, 2010, are secured by a pledge of 65%eo§tock of each of the Company’s active directifpr subsidiaries. The Credit Facility
prohibits the Company from incurring additional étdedness, subject to certain specific exclusibhsre were no borrowings in 2007 and no
outstanding balances as of December 31, 2007 %8B0 million availability on the Credit Facility.

33




Table of Contents

At December 31, 2007, we had $177.7 milliosash and cash equivalents, of which approxim&#% or $166.4 million, was held in
international operations and may be subject totantdil taxes if repatriated to the United Stateddifionally, we had $17.8 million invested in
short-term investments in the United States at Bes 31, 2007.

We believe that our current cash levels, starh investments, accessible funds under our tcfadlities and cash flows from future
operations will be adequate to meet anticipatecingrcapital needs, future debt repayment requirgegf any), continued expansion
objectives, funding of potential acquisitions, aiptated levels of capital expenditures and conti@atbligations for the foreseeable future and
stock repurchases.

Off-Balance Sheet Arrangements and Other

At December 31, 2007, we did not have any ridteommercial commitments, including guaranteestandby repurchase obligations, or
any relationships with unconsolidated entitiesiwarficial partnerships, including entities ofterereé¢d to as structured finance or special
purpose entities or variable interest entities,alvhivould have been established for the purposadilithting off-balance sheet arrangements or
other contractually narrow or limited purposes.

From time to time, during the normal coursdo$iness, we may make certain indemnities, comemnitsnand guarantees under which we
may be required to make payments in relation ttagetransactions. These include, but are not &ichib: (i) indemnities to clients, vendors ¢
service providers pertaining to claims based odigegce or willful misconduct and (ii) indemniti@s/olving breach of contract, the accuracy
of representations and warranties, or other lisddliassumed by us in certain contracts. In additiee have agreements whereby we will
indemnify certain officers and directors for cemtaivents or occurrences while the officer or doed, or was, serving at our request in such
capacity. The indemnification period covers alltpemt events and occurrences during the officer'director’s lifetime. The maximum
potential amount of future payments we could baiiregl to make under these indemnification agreesnisninlimited; however, we have
director and officer insurance coverage that liroits exposure and enables us to recover a portianyofuture amounts paid. We believe the
applicable insurance coverage is generally adeqaatever any estimated potential liability undeede indemnification agreements. The
majority of these indemnities, commitments and gotees do not provide for any limitation of the imaxm potential for future payments we
could be obligated to make. We have not recordgdiahility for these indemnities, commitments astfier guarantees in the accompanying
Consolidated Balance Sheets. In addition, we hameesclient contracts that do not contain contrdgitavisions for the limitation of liability,
and other client contracts that contain agreed @xa@eptions to limitation of liability. We have n@corded any liability in the accompanying
Consolidated Balance Sheets with respect to aeptotiontracts under which we have or may have uteldiability.
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Contractual Obligations

The following table summarizes our contractagh obligations at December 31, 2007, and tleetetiese obligations are expected to have
on liquidity and cash flow in future periods (irotlsands):

Payments Due By Period

Less Thar 1-3 3-5 After 5

Total 1 Year Years Years Years
Operating lease® $38,58¢ $14,89: $10,97% $ 4,41¢ $ 8,29¢
Purchase obligations and ot? 12,90 9,047 2,70( 1,15¢ —
Long-term tax liabilities® 6,26¢ 1,581 1,68¢ — 2,99¢
Other lon¢-term liabilities(4) 57E — 2 3 57C
Total contractual cash obligatio $58,32¢ $ 25,52¢ $ 15,36 $ 5,57:¢ $11,86%

(1) Amounts represent the expected cash payments afpauating leases as discussed in Note 21 to ttwrgzanying Consolidate
Financial Statement

(2) Purchase obligations include agreements tohase goods or services that are enforceableegiatlyf binding on us and that specify all
significant terms, including: fixed or minimum quaies to be purchased; fixed, minimum or varigptiee provisions; and the
approximate timing of the transaction. Purchas@ahbns exclude agreements that are cancelabl®utipenalty. Other obligations due
in less than 1 year include a $1.3 million estirdditability related to the provision for regulatgpgnalties and $1.4 million related to the
Deferred Compensation Plan as discussed in Notes@P3, respectively, to the accompanying Conatdil Financial Statemen

(3) Long-term tax liabilities include uncertain tax positsoas discussed in Note 17 to the accompanying Gdased Financial Statemen

(4) Other long-term liabilities, which excludefdeed income taxes, represent the expected casheuas due under pension obligations and
minority shareholders of certain subsidiar

Critical Accounting Policies and Estimates

The preparation of consolidated financialestegnts in conformity with accounting principles geaily accepted in the United States reqt
estimations and assumptions that affect the regh@nteounts of assets and liabilities and the discef contingent assets and liabilities at the
date of the financial statements and the repomsauats of revenues and expenses during the reggréiriod. These estimates and assump
are based on historical experience and varioug fdletors 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 $he most critical since these policies requigaiicant judgment or involve complex
estimations that are important to the portrayawffinancial condition and operating results:

Recognition of Revenu

We recognize revenue pursuant to applicaldewting standards, including SEC Staff AccounBudietin (“SAB”) No. 101 (SAB 101), “
Revenue Recognition in Financial Statem” SAB 104, “Revenue Recognitiondnd the Emerging Issues Task force (“EITF”) No.210-
(EITF 00-21)‘Revenue Arrangements with Multiple DeliverableSAB 101, as amended, and SAB 104 summarize certdire SEC staff’s
views in applying generally accepted accountinggples to revenue recognition in financial stateta@nd provide guidance on revenue
recognition issues in the absence of authoritdiigeature addressing a specific arrangement geaiic industry. EITF 00-21 provides further
guidance on how to account for multiple elementicmts.

We primarily recognize revenue from serviceshe services are performed, which is based bereiin a per minute, per call or per
transaction basis, under a fully executed contedegreement and record reductions to revenueofuractual penalties and holdbacks for
failure to meet specified minimum service leveld ather performance based contingencies. Revemogm#ion is limited to the amount that
is not contingent upon delivery of any future prodor service or meeting other specified perforneacanditions.

Product sales, accounted for within our flitfént services, are recognized upon shipment tedstomer and satisfaction of all obligations.

Revenue from contracts with multiple-delivdeshis allocated to separate units of accountirsgt@n their relative fair value, if the
deliverables in the contract(s) meet the critesiastich treatment. Certain fulfillment servicestecacts contain multiple-deliverables.
Additionally, we have a contract that contains npldtdeliverables
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for customer contact management services andlfioéiit services. Separation criteria include whethdelivered item has value to the
customer on a stand-alone basis, whether thetgastove and reliable evidence of the fair valuehef undelivered items and, if the
arrangement includes a general right of returrtedl#o a delivered item, whether delivery of thelelivered item is considered probable and in
our control. Fair value is the price of a delivdealvhen it is regularly sold on a stand-alone hagisch generally consists of vendor-specific
objective evidence of fair value. If there is nadence of the fair value for a delivered producservice, revenue is allocated first to the fair
value of the undelivered product or service and the residual revenue is allocated to the deltv@reduct or service. If there is no evidence
of the fair value for an undelivered product ovgee, the contract(s) is accounted for as a singleof accounting, resulting in delay of reve
recognition for the delivered product or servicéilithe undelivered product or service portion o contract is complete. We recognize
revenue for delivered elements only when the falue@s of undelivered elements are known, unceigaim¢garding client acceptance are
resolved, and there are no client-negotiated retun@dturn rights affecting the revenue recognitedielivered elements. Once we determine
the allocation of revenue between deliverable efeémeéhere are no further changes in the reveroeation. If the separation criteria are met,
revenue from these services is recognized as thizse are performed under a fully executed cotied@greement. If the separation criteria
are not met because there is insufficient evidéncketermine fair value of one of the deliverabldkof the services are accounted for as a
single combined unit of accounting. For these @eébles with insufficient evidence to determine failue, revenue is recognized on the
proportional performance method using the straligiet-basis over the contract period, or the actwahber of operational seats used to serve
the client, as appropriate.

Allowance for Doubtful Accounts

We maintain allowances for doubtful accourit$28 million as of December 31, 2007, or 1.9%rafle account receivables, for estimated
losses arising from the inability of our customiersnake required payments. Our estimate is basddabors surrounding the credit risk of
certain clients, historical collection experiencel @ review of the current status of trade accoreusivable. It is reasonably possible that our
estimate of the allowance for doubtful accounts ghiange if the financial condition of our customerere to deteriorate, resulting in a reduced
ability to make payments.

Income Taxes

We reduce deferred tax assets by a valuatiowance if, based on the weight of available emizkefor each respective tax jurisdiction, it is
more likely than not that some portion or all o€lsweferred tax assets will not be realized. THeataon allowance for a particular tax
jurisdiction is allocated between current and norent deferred tax assets for that jurisdictioraquro rata basis. Available evidence whic
considered in determining the amount of valuatitmwance required includes, but is not limitedday estimate of future taxable income and
any applicable tax-planning strategies. At Decen®ie2007, management determined that a valualiowance of $34.0 million was
necessary to reduce U.S. deferred tax assets b4 #iillion and foreign deferred tax assets by $28ilion, where it was more likely than not
that some portion or all of such deferred tax asat not be realized. The recoverability of tlemaining net deferred tax asset of
$13.5 million at December 31, 2007 is dependennupture profitability within each tax jurisdictiors of December 31, 2007, based on our
estimates of future taxable income and any apgkctx-planning strategies within various tax jditsions, we believe that it is more likely
than not that the remaining net deferred tax asgiebe realized.

We evaluate tax positions that have been takame expected to be taken in our tax returng racord a liability for uncertain tax positions
in accordance with FASB Interpretation No. 48 (“FB"), “Accounting for Uncertainty in Income Taxes ar interpretation of FASB No. 1C
" The calculation of our tax liabilities involve®dling with uncertainties in the application of q@ex tax regulations. FIN 48 contains a two-
step approach to recognizing and measuring unoggaipositions accounted for in accordance witASEO09. First, tax positions are
recognized if the weight of available evidence dadiés that it is more likely than not that the posiwill be sustained upon examination,
including resolution of related appeals or litigatiprocesses, if any. Second, the tax positioneigsured as the largest amount of tax benefit
that has a greater than 50% likelihood of beindgjzed upon settlement. We reevaluate these unogdaipositions on a quarterly basis. This
evaluation is based on factors including, but moitéd to, changes in facts or circumstances, chaiigtax law, effectively settled issues under
audit, and new audit activity. Such a change imgedion or measurement would result in the rectigmiof a tax benefit or an additional
charge to the tax provision.

We adopted the provisions of FIN 48 on Janda3007 and recognized a $2.7 million liability fmrecognized tax benefits, including
interest and penalties, which was accounted far r@sluction to the January 1, 2007 balance ofrretbéarnings. This adjustment to the
beginning balance of retained earnings include3 #iillion related to
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transfer pricing penalties that may be assessedrinection with an income tax audit of our Indiabsidiary. As of December 31, 2006, prior
to adoption of FIN 48, we had a contingent incomeliability of $4.2 million, consisting of amounfigr subsidiaries located in the Americas
and EMEA that are included in “Income taxes payainéhe accompanying Consolidated Balance Shegonlhdoption of FIN 48 as of
January 1, 2007, we had $9.1 million of unrecoghiz benefits (including $4.6 million of net opting loss carryforwards that were
previously recognized as deferred tax assets witll galuation allowance).

As of December 31, 2007, the Company had 8lltbn of unrecognized tax benefits, a net deceeafs$3.7 million from $9.1 million as of
January 1, 2007. This decrease relates primariligdaecognition of tax benefits as a result aivafable lower court ruling in 2007. This net
decrease of $3.7 million had no impact on the ¢iffedax rate as it was offset by a full valuateliowance. If the Company recognized these
tax benefits, approximately $5.1 million and rethieterest and penalties would favorably impactdfiective tax rate. The Company believt
is reasonably possible that its unrecognized taetits will decrease or be recognized in the nexfte months by up to $1.0 million due to
resolutions under audit and appeal in variousuasdictions.

Impairment of Lonc-lived Assets

We review long-lived assets, which had a aagyalue of $109.8 million as of December 31, 206€luding goodwill, intangibles,
property and equipment, and investment in SHPSyrpurated for impairment whenever events or chairgescumstances indicate that the
carrying value of an asset may not be recoveraideafileast annually for impairment testing of goitid An asset is considered to be impaired
when the carrying amount exceeds the fair valu@retermination that the carrying value of theeaissimpaired, we would record an
impairment charge or loss to reduce the asses faiit value. Future adverse changes in marketittond or poor operating results of the
underlying investment could result in losses oimatility to recover the carrying value of the istment and, therefore, might require an
impairment charge in the future.

Recent Accounting Pronouncements

In September 2006, the Financial Accountirap8ards Board (FASB) issued SFAS No. 157 (SFAS,I573ir Value Measurements
which defines fair value, establishes a frameworknfieasuring fair value in accordance with gengradlcepted accounting principles, and
expands disclosures about fair value measurem@R&S 157 is effective for fiscal years beginninggaNovember 15, 2007 and should be
applied prospectively. In February 2008, the FA®Beded the effective date of SFAS 157 for nonftiahassets and liabilities to fiscal years
beginning after November 15, 2008, except thoseatearecognized or disclosed at fair value infih@ncial statements on an annual or more
frequently recurring basis. We are currently eviiigathe impact of adopting SFAS 157 on our finahcbndition, results of operations and
cash flows.

In November 2006, the EITF reached a tentatoreclusion on Issue No. 06-10 (EITF 06-10)ctounting for Deferred Compensation and
Postretirement Benefit Aspects of Collateral Assignt Spl-Dollar Life Insurance ArrangementSEITF 06-10 provides guidance on the
employers’ recognition of assets, liabilities apthted compensation costs for collateral assignsittdollar life insurance arrangements that
provide a benefit to an employee that extendspotiretirement periods. The effective date of EUBFLO is for fiscal years beginning after
December 15, 2007. We are currently evaluatingrttpact of adopting EITF 06-10 on our financial citiwh, results of operations and cash
flows.

In February 2007, the FASB issued SFAS No.(BFAS 159), ‘The Fair Value Option for Financial Assets and Fingl Liabilities —
including an amendment to FASB Statement No” M/Bich permits an entity to measure certain ficiahassets and financial liabilities at fair
value. Under SFAS 159, entities that elect thevfaiue option will report unrealized gains and &ssB1 earnings at each subsequent reporting
date. The fair value option may be elected on atriment-byinstrument basis, with few exceptions, as long &sapplied to the instrument
its entirety. SFAS 159 is effective for fiscal yedeginning after November 15, 2007. As of JantaB008, we did not elect to use the fair
value option for any of our financial assets aadilities that are not currently recorded at faitue.

In December 2007, the FASB issued SFAS No.(ieMised 2007) (SFAS 141R)Business Combinatiorisand SFAS No. 160 (SFAS 16
“ Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Researt#tiBMNo. 51”. SFAS 141R will
change how business acquisitions are accounteghfbwill impact financial statements both on thguasition date and in subsequent periods.
SFAS 160 will change the accounting and reportorgiinority interests, which will be recharactedzes noncontrolling interests and
classified as a component of shareholders’ eg8iBAS 141R and SFAS 160 are effective for fiscaryéaginning
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after December 15, 2008 and should be applied patisely for all business combinations entered after the date of adoption. However, the
presentation and disclosure requirements of SFABshEll be applied retrospectively for all peripissented. We are currently evaluating the
impact of adopting the presentation and disclopuogisions of SFAS 160 on our financial conditioesults of operations and cash flows.

Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk
Foreign Currency Risk

Our earnings and cash flows are subject wifhtions due to changes in non-U.S. currency exgiaates. We 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 curree@éher than the U.S. dollar are included in “Acaleted other comprehensive income (loss)”
in shareholders’ equity. Movements in non-U.S. ency exchange rates may affect our competitivetiposias exchange rate changes may
affect business practices and/or pricing strategfiemn-U.S. based competitors. Periodically, we faseign currency contracts to hedge
intercompany receivables and payables, and traosadnitiated in the United States that are demat@d in foreign currency.

We serve a number of U.S.-based clients usilstpmer contact management center capacity iRtiippines which is within our
Americas’ segment. Although the contracts with éhelgents are priced in U.S. dollars, a substapiietion of the costs incurred to render
services under these contracts are denominatelilipgine pesos (PHP), which represent a foreigrherge exposure.

In order to hedge approximately 63% of ourasyye related to the anticipated cash flow requaresidenominated in PHP, we had
outstanding forward contracts as of December 3Q7 2@ith counterparties to acquire a total of PHPBIllion through December 2008 at fixed
prices of $97.2 million U.S. dollars. As of DecemB&, 2007, we had net total derivative assetscés®al with these contracts of $8.2 million,
which settle within the next 12 months. The failueaof these derivative instruments as of Decer8tie2007 is presented in Note 6 of the
accompanying Consolidated Financial Statementkelt).S. dollar/PHP exchange rate were to advedgpge by 10% from current period-
end levels, we would incur a $15.5 million losstbe underlying exposures of the derivative instroteeHowever, this loss would be partially
offset by a corresponding gain of $9.3 million ir @nderlying exposures.

In February 2008, we entered into additioonalvfird contracts to acquire a total of PHP 1.4idsilthrough March 2009 at fixed prices of
$26.0 million U.S.

We evaluate the credit quality of potentialcterparties to derivative transactions and ontgreimto contracts with those considered to t
minimal credit risk. We periodically monitor charsg® counterparty credit quality as well as ouraaniration of credit exposure to individual
counterparties. We do not use derivative instrusiémttrading or speculative purposes.

Interest Rate Risk

Our exposure to interest rate risk resultmfik@riable debt outstanding under our $50.0 millievolving credit facility. During the year
ended December 31, 2007, we had no debt outstandihey this credit facility; therefore, a one-pdimtrease in the weighted average interest
rate, which generally equals the LIBOR rate pluspplicable margin, would not have had a matengact on our financial position or results
of operations.

We have not historically used derivative instents to manage exposure to changes in intetest ra

Item 8. Financial Statements and Supplementary Data

The financial statements and supplementary iuired by this item are located beginning ogep4B8 and page 32 of this report,
respectively.

Item 9. Changes in and Disagreements with Accounté&on Accounting and Financial Disclosures

None.
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Item 9A. Controls and Procedures
Disclosure Controls and Procedures

As of December 31, 2007, under the directibous Chief Executive Officer and Chief Financiafficer, we evaluated the effectiveness of
the design and operation of our disclosure contintsprocedures, as defined in Rule 13a — 15(egmitheé Securities Exchange Act of 1934,
as amended. Our disclosure controls and proceduesdesigned to provide reasonable assurancehthatformation required to be disclose:
our SEC reports is recorded, processed, summaaizeédeported within the time period specified by 8EC's rules and forms, and is
accumulated and communicated to management, imgualir Chief Executive Officer and Chief Finand@ficer, as appropriate to allow
timely decisions regarding required disclosure. &ecluded that, as of December 31, 2007, our discéocontrols and procedures were
effective at the reasonable assurance level.

Management's Report On Internal Control Over Finandal Reporting

Management is responsible for establishingraathtaining adequate internal control over finahoéporting (as defined in Rule 13a-15(f)
under the Securities Exchange Act of 1934, as ag®n@ecause of its inherent limitations, interw@htrol over financial reporting may not
prevent or detect misstatements. Projections ofeaajuation of effectiveness to future periodssargject to the risk that controls may become
inadequate because of changes in conditions, otitealegree of compliance with the policies orcpdures may deteriorate.

We assessed the effectiveness of our inteordtol over financial reporting as of DecemberZ107. In making this assessment, we used
the criteria established in Internal Control-Intetgd Framework issued by the Committee of Spong@irganizations of the Treadway
Commission.

Based on our assessment, management belieatess of December 31, 2007, our internal comvel financial reporting was effective.

Our independent registered public accountimy has issued their attestation report on ourssssent of our internal control over financial
reporting. This report appears on page 40.

Changes to Internal Control Over Financial Reportirg

There were no significant changes in our imdecontrol over financial reporting during the cfea ended December 31, 2007 that have
materially affected, or are reasonably likely totenilly affect, our internal controls over finaatreporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Stockholders of
Sykes Enterprises, Incorporated
Tampa, Florida

We have audited the internal control over financgplorting of Sykes Enterprises, Incorporated arusigliaries (the “Company”) as of
December 31, 2007, based on criteria establishédeémal Control — Integrated Framewoissued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camsamanagement is responsible for maintaining effedtiternal control over financi
reporting and for its assessment of the effectigerd internal control over financial reportingclided in the accompanying Management'’s
Report on Internal Control over Financial Reporti@gr responsibility is to express an opinion om @ompanys internal control over financi
reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti@iq@nited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwer financial reporting, assessing the risk
that a material weakness exists, testing and etiaduthe design and operating effectiveness ofiiraiecontrol based on the assessed risk, and
performing such other procedures as we consideredssary in the circumstances. We believe thadwdit provides a reasonable basis for our
opinion.

A company’s internal control over financial repogiis a process designed by, or under the supenvigi the company’s principal executive
and principal financial officers, or persons pemigrg similar functions, and effected by the compatypard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting anltet preparation of financial statements for
external purposes in accordance with generallygedeaccounting principles. A company’s internaitcol over financial reporting includes
those policies and procedures that (1) pertaihearaintenance of records that, in reasonablel dataurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactione@reded as necessary to permit preparation
of financial statements in accordance with gengiadcepted accounting principles, and that recaiptsexpenditures of the company are being
made only in accordance with authorizations of ngangent and directors of the company; and (3) pewésonable assurance regarding
prevention or timely detection of unauthorized astjion, use, or disposition of the company’s assleat could have a material effect on the
financial statements.

Because of the inherent limitations of internaltcolhover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods atebject to the risk that the controls may
become inadequate because of changes in conditivttgt the degree of compliance with the policeprocedures may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December 31, 2007,
based on the criteria establishedriternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidrike
Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States), the consolidated
financial statements and financial statement sdieeakiof and for the year ended December 31, 200¥dCompany and our report dated
March 13, 2008 expressed an unqualified opiniothose financial statements and financial statersgimédule.

/s/ Deloitte & Touche LLP

Certified Public Accountants

Tampa, Florida
March 13, 2008

40




Table of Contents

Item 9B. Other Information

None.

PART IlI

Items 10. through 14.
All information required by Items 10 through, With the exception of information on Executiv#fiGers which appears in this report in

Item 1 under the caption “Executive Officers”, miedrporated by reference to SYKES’ Proxy Statenfamthe 2008 Annual Meeting of
Shareholders.
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PART IV

Item 15. Exhibits and Financial Statement Schedules
The following documents are filed as part of tld@part:
(1) Consolidated Financial Statements
The Index to Consolidated Financial Stesats is set forth on page 48 of this report.
(2) Financial Statements Schedule
Schedule Il — Valuation and Qualifyingadsaints is set forth on page 86 of this report.

Other schedules have been omitted bedhegeare not required or applicable or the infdramais included in the consolidated financial
statements or notes therein.

(3) Exhibits:
Exhibit
Number Exhibit Description
2.1 Articles of Merger between Sykes Enterprises, Ipoaated, a North Carolina Corporation, and Sykeefprises, Incorporated.

Florida Corporation, dated March 1, 19
2.2 Articles of Merger between Sykes Enterprises, Ipooated and Sykes Realty, 111

2.3 Shareholder Agreement dated December 11, 199hdwpmong Sykes Enterprises, Incorporated and H¥ahhService
Corporation @

2.4 Stock Purchase Agreement, dated September 1, h888een Sykes Enterprises, Incorporated and Hdatftlervice:
Corporation®

2.5 Merger Agreement, dated as of June 9, 2000, amgkgsEnterprises, Incorporated, SHPS, Incorpordtésh Carson
Anderson and Stowe, VIII, LF*WCAS") and Slugger Acquisition Cor(®

2.6 Stock Purchase Agreement, dated as of July 3, 2#&een SEI International Services, S.a.r.l., ®elntbourg corporation, and
Sykes Enterprises, Incorporated Holdings B.V., theigands corporation and Antonio Marcelo Cid, rdividual, Humberto
Daniel Sahade, an individual, and AM Transport, .eMelaware limited liability compan(29)

3.1 Articles of Incorporation of Sykes Enterprises,drmmorated, as amende®)

3.2 Articles of Amendment to Articles of IncorporatiofiSykes Enterprises, Incorporated, as amer®)
3.3 Bylaws of Sykes Enterprises, Incorporated, as ammi(21)

4.1 Specimen certificate for the Common Stock of Syiketerprises, Incorporate®

10.1 1996 Employee Stock Option Ple®)”

10.2 Amended and Restated 1996 I-Employee Director Stock Option Pl(10)*

10.3 1996 Noi-Employee Director Fee Plan®)*

104 2004 Nor-Employee Director’ Fee Plan(18)*

10.5 Form of Split Dollar Plan Document®*
10.6 Form of Split Dollar Agreemen®)”*
10.7 Form of Indemnity Agreement between Sykes Entegpritncorporated and directors & executive offic()
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I\IIEL)J(r?wlggr Exhibit Description

10.8 Tax Indemnification Agreement between Sykes Enteegt Incorporated and John H. SyKD*

10.9 1997 Management Stock Incentive PI3)*

10.10 1999 Employee’ Stock Purchase Pla("*

10.11 2000 Stock Option Plai®*

10.12 2001 Equity Incentive PlailD*

10.13 Deferred Compensation Ple(1)

10.14 2004 Nol-Employee Director Stock Option Ple27)*

10.15 Form of Restricted Share And Stock AppreciationfRigward Agreement dated as of March 29, 2((26)*

10.16 Form of Restricted Share And Bonus Award Agreendaitd as of March 29, 200(26)*

10.17 Form of Restricted Share Award Agreement dated May 24, 2006 (28)*

10.18 Form of Restricted Share And Stock AppreciationfRigward Agreement dated as of January 2, 2GD*

10.19 Form of Restricted Share Award Agreement dated damuary 2, 20073V*

10.20 Form of Restricted Share and Stock AppreciatiorhRigvard Agreement dated as of January 2, 2G4*

10.21 Amended and Restated Executive Employment Agreedset] as of October 1, 2001 between Sykes Entemrincorporated
and John H. Syke(3)*

10.22 goEnd(elr;)s*; Retirement and Consulting Agreement dBtszember 10, 2004 between Sykes Enterprises,dacatied and John H.

ykes.

10.23 Stock Option Agreement dated as of January 8, 28&%een Sykes Enterprises, Incorporated and Jolgykes (13

10.24 Employment Agreement dated as of August 1, 2004dsmt Sykes Enterprises, Incorporated and Charl8ykes (21

10.25 girit A(r;]s?*ndment to Employment Agreement dated akilyf 28, 2005 between Sykes Enterprises, Incotpdrand Charles |

ykes.

10.26 Second Amendment to Employment Agreement dated danoiary 3, 2006, between Sykes Enterprises, pocated and Charl
E. Sykes(@¥"

10.27 Stock Option Agreement dated as of March 15, 2@®&&en Sykes Enterprises, Incorporated and Chiari8gkes4)”

10.28 Stock Option Agreement (Performance Acceleratedd@ptiated as of March 15, 2002 between Sykes frigess, Incorporate
and Charles E. Syke4”

10.29 Employment Agreement dated as of March 6, 2005yden Sykes Enterprises, Incorporated and W. Mickamghut. (20

10.30 Stock Option Agreement dated as of October 1, 2668tlyeen Sykes Enterprises, Incorporated and WhadicKipphut (13)*

10.31 Employment Agreement dated as of April 4, 2006weein Sykes Enterprises, Incorporated and Jenn&RoMN@")*
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Exhibit
Number Exhibit Description
10.32 Stock Option Agreement dated as of March 11, 2@&ben Sykes Enterprises, Incorporated and JenN&lBon.(14)

10.33 Independent Subcontractor Agreement dated as wR2JyI2004 between Sykes Enterprises, IncorpoiatedGerry L. Rogers.
(21)*

10.34 First Amendment to Independent Subcontractor Agesgrdated as of July 27, 2004 between Sykes Eigegyiincorporated a
Gerry L. Rogers@)*

10. 35 Stock Option Agreement dated as of March 11, 2@®&&en Sykes Enterprises, Incorporated and GerggR(14)*
10.36 Stock Option Agreement dated as of October 1, 268tlyeen Sykes Enterprises, Incorporated and Jantéslder.(13)*

10.37 Amendment to Employment Agreement dated as of Jary2007, between Sykes Enterprises, Incorporatedlames T.
Holder.(32)*

10.38 First Amended and Restated Exhibit A to Employngrteement dated as of January 3, 2008 between $rkesprises,
Incorporated and James T. Hold®34)”

10.39 Employment Agreement dated as of January 3, 20&tden Sykes Enterprises, Incorporated and WilkarRocktoff. 24"
10.40 Stock Option Agreement dated as of March 18, 2@®&&en Sykes Enterprises, Incorporated and Wilkaroktoff. (14)*
10.41 Stock Option Agreement dated as of March 18, 2G®d&en Sykes Enterprises, Incorporated and WilRaoktoff. (15)*
10.42 Employment Agreement dated as of January 2, 208velem Sykes Enterprises, Incorporated and JamebyHdh(32)*
10.43 Employment Agreement dated as of January 3, 20&den Sykes Enterprises, Incorporated and Danidetnandez(24”

10.44 First Amended and Restated Exhibit A to Employmfsgiteement dated as of January 3, 2008 between $yktesprises
Incorporated and Daniel L. Hernand 34"

10.45 Employment Agreement dated as of September 13, Béfdteen Sykes Enterprises, Incorporated and Davikarson(3)*

10.46 First Amended and Restated Exhibit A to Employm&sgrteement dated as of January 3, 2008 between $rkesprises
Incorporated and David L. Pears(34)”

10.47 Employment Agreement dated as of January 3, 20@i6éele® Sykes Enterprises, Incorporated and LawrBn@ngale.24*

10.48 Credit Agreement Among Sykes Enterprises, Incoggdrand Keybank National Association and BNP Pariteted March 15,
2004.47)

10.49 Amendment No. 1 to Credit Agreement Among SykesEmises, Incorporated and Keybank National Asdiociaand BNF
Paribas dated October 18, 20(21)

10.50 Amendment No. 2 to Credit Agreement Among SykegEmises, Incorporated and Keybank National Asdiociaand BNF
Paribas dated May 25, 20((22)

10.51 Amendment No. 3 to Credit Agreement Among SykegEmises, Incorporated and Keybank National Asdiociaand BNF
Paribas dated December 15, 2C
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Exhibit
Number Exhibit Description

10.52 Amendment No. 4 to Credit Agreement Among SykesEmises, Incorporated and Keybank National Asdiociaand BNF

Paribas dated May 4, 20((33)

10.53 Real Estate Purchase and Sale Agreement Betweess Rgdalty, Inc.(as Seller) and Sage Aggregatiof; (ds Purchase

Concerning Certain Properties Known as The Syked#fo dated as of September 13, 20(30)

14.1 Code of Ethics(16)

21.1 List of subsidiaries of Sykes Enterprises, Incogped.

23.1 Consent of Independent Registered Public Accouriing.

24.1 Power of Attorney relating to subsequent amendm@mttuded on the signature page of this rep:
31.1 Certification of Chief Executive Officer, pursuaotRule 13-14(a).

31.2 Certification of Chief Financial Officer, pursuaotRule 13-14(a).

32.1 Certification of Chief Executive Officer, pursuantSection 135C

32.2 Certification of Chief Financial Officer, pursuaiotSection 135C

(1)

@)
©)
(4)

(5)

(6)
@)
(8)
©)

(10)
(11)
(12)
(13)
(14)
(15)
(16)
7

Indicates management contract or compensatory ptaarrangement

Filed as an Exhibit to the Registr{s Registration Statement on Forr-1 (Registration No. 3:-2324) and incorporated herein |
reference

Filed as Exhibit 2.12 to the Registr’s Form 1(-K filed with the Commission on March 16, 1998, ammbrporated herein by referenc
Filed as Exhibit 10 to the Registri s Form 1(-Q filed with the Commission on July 28, 1998, amabiporated herein by referenc

Filed as Exhibit 2.1 to the Registris Current Report on Form-K filed with the Commission on September 25, 1868,incorporatec
herein by reference

Filed as Exhibit 3.1 to the Registri s Registration Statement on Forl-3 filed with the Commission on October 23, 19971
incorporated herein by referenc

Filed as Exhibit 3.2 to the Registris Form 1(-K filed with the Commission on March 29, 1999, armbrporated herein by referenc
Filed as Exhibit 10.19 to the Registr’'s Form 1(-K filed with the Commission on March 29, 1999, armbrporated herein by referenc
Filed as Exhibit 10.23 to the Registr’'s Form 1K filed with the Commission on March 29, 2000, arabrporated herein by referenc

Filed as Exhibit 2.1 to the Registris Current Report on Form 8-K filed with the Comsiig on July 17, 2000, and incorporated herein
by reference

Filed as Exhibit 10.12 to Registré¢ s Form 1(-Q filed with the Commission on May 7, 2001, anaiporated herein by referenc
Filed as Exhibit 10.32 to Registr¢ s Form 1¢-Q filed with the Commission on May 7, 2001, anaiporated herein by referenc
Filed as Exhibit 10.33 to Registre s Form 1(-Q filed with the Commission on August 14, 2001, iandrporated herein by referenc
Filed as an Exhibit to Registre’s Form 1K filed with the Commission on March 15, 2002, arabrporated herein by referenc
Filed as an Exhibit to Registre’s Form 1-Q filed with the Commission on May 10, 2002, armbiporated herein by referenc

Filed as an Exhibit to Registre’s Form 1(-K filed with the Commission on March 10, 2004, amabrporated herein by referenc
Filed as an Exhibit to Registre’s Proxy Statement for the 2004 annual meeting arfe$tolders filed with the Commission April 6, 20

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsiig on March 29, 2004, and incorporated
herein by reference
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(18)
(19)

(20)

(21)
(22)

(23)
(24)
(25)
(26)
27)
(28)
(29)
(30)
(31)
(32)

(33)
(34)

Filed as an Exhibit to Registre’s Form 1-Q filed with the Commission on August 9, 2004, iandrporated herein by referenc

Filed as an Exhibit to the Registr{s Current Report on Form-K filed with the Commission on December 16, 2004, iacorporatec
herein by reference

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsiis on March 8, 2005, and incorporated herein
by reference

Filed as an Exhibit to Registre’s Form 1(-K filed with the Commission on March 22, 2005, amabrporated herein by referenc

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsni®m on May 31, 2005, and incorporated herein
by reference

Filed as an Exhibit to the Registr{s Current Report on Form 8-K filed with the Comsini® on September 19, 2005, and incorporated
herein by reference

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsi® on January 5, 2006, and incorporated
herein by reference

Filed as an Exhibit to the Registr{s Current Report on Form -K filed with the Commission on March 14, 2006, ammbrporated
herein by reference

Filed as an Exhibit to the Registr{s Current Report on Form-K filed with the Commission on April 4, 2006, anddrporated hereil
by reference

Filed as an Exhibit to the Registr{s Current Report on Form-K/A filed with the Commission on April 5, 2006, ancorporated herei
by reference

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsiis on May 31, 2006, and incorporated herein
by reference

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsiig on July 10, 2006, and incorporated herein
by reference

Filed as an Exhibit to the Registris Current Report on Form 8-K filed with the Comsiis on September 19, 2006, and incorporated
herein by reference

Filed as an Exhibit to the Registré s Current Report on Form-K filed with the Commission on December 28, 2006, iacorporatec
herein by reference

Filed as an Exhibit to the Registri s Current Report on Form-K filed with the Commission on January 4, 2007, endrporated
herein by reference

Filed as an Exhibit to Registre’s Form 1(-Q filed with the Commission on May 10, 2007, armbiporated herein by referenc

Filed as an Exhibit to the Registr{s Current Report on Form-K filed with the Commission on January 8, 2008, ardrporated
herein by reference
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Signatures

Pursuant to the requirements of Section 185¢d) of the Securities Exchange Act of 1934, tlgiRrant has duly caused this report to be
signed on its behalf by the undersigned, theredalp authorized, in the City of Tampa, and Stat&lofida, on this 13th day of March 2008.

SYKES ENTERPRISES, INCORPORATE
(Registrant)

By: /s/ W. Michael Kipphut
W. Michael Kipphut,
Senior Vice President and Chief Financial Offi

Pursuant to the requirements of the Secufitiehange Act of 1934, this report has been sidgrebolw by the following persons on behalf of
the Registrant and in the capacities and on thesdaticated. Each person whose signature appelns bonstitutes and appoints W. Michael
Kipphut his true and lawful attorney-in-fact andeagy with full power of substitution and revocatidor him and in his name, place and stead,
in any and all capacities, to sign any and all asineents to this report and to file the same, witleshibits thereto, and other documents in
connection therewith, with the Securities and ExgfgaCommission, granting unto said attorney-in-gat agents, and each of them, full
power and authority to do and perform each andyeaetrand thing requisite and necessary to be oloc@nnection therewith, as fully to all
intents and purposes as he might or should dorsopethereby ratifying and confirming all thatgsattorneys-in-fact and agents, or either of
them, may lawfully do or cause to be done by vilieeeof.

Signature Title Date

/s/ Paul L. Whitinc Chairman of the Boar March 13, 200¢
Paul L. Whiting

/s/ Charles E. Sykes President and Chief Executive Officer and Director March 13, 2008
Charles E. Syke (Principal Executive Officer)

/s/ Furman P. Bodenheimer, Director March 13, 200¢

Furman P. Bodenheimer, .

/s/ Mark C. Bozel Director March 13, 200¢
Mark C. Bozek

/s/ Lt. Gen. Michael P. Delong (Ret.) Director March 13, 2008
Lt. Gen. Michael P. Delong (Re

/s/ H. Parks Helm Director March 13, 200¢
H. Parks Helm:

/s/ lain A. Macdonald Director March 13, 2008

lain A. Macdonalc

/s/ James S. MacLec Director March 13, 200¢
James S. Maclec

/s/ Linda F. McClintock-Greco M.D. Director March 13, 2008
Linda F. McClintocl-Greco M.D.

/s/ William J. Meurel Director March 13, 200¢
William J. Meurer

/s/ James K. Murray, Jr. Director March 13, 2008
James K. Murray, J
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Sykes Enterprises, Incorporated
Tampa, Florida

We have audited the accompanying consolidated balsimeets of Sykes Enterprises, Incorporated drsidaries (the “Company”) as of
December 31, 2007 and 2006, and the related coiasetl statements of operations, changes in shaexisbequity, and cash flows for each of
the three years in the period ended December 3, Z0ur audits also included the financial statensehedule listed in the Index at Iltem 15.
These financial statements and financial statersamtdule are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on the financial statementdfiaadcial statement schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamiqUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Sykes Enterprises,
Incorporated and subsidiaries as of December 317 26d 2006, and the results of their operationstiagir cash flows for each of the three
years in the period ended December 31, 2007, ifocmity with accounting principles generally acapin the United States of Americ
Also, in our opinion, such financial statement stile, when considered in relation to the basic olidated financial statements taken as a
whole, presents fairly, in all material respedtg, information set forth therein.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@snited States), the Company’s
internal control over financial reporting as of Betber 31, 2007, based on the criteria establighkddrnal Control—Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report dateccha3, 2008 expressed an
unqualified opinion on the Company’s internal cohbver financial reporting.

As discussed in Note 17 to the consolidated firdrstatements, the Company adopted the provisibRancial Accounting Standards Board
Interpretation No. 48Accounting for Uncertainty in Income Tax@s January 1, 2007.

/s/ Deloitte & Touche LLP

Certified Public Accountants

Tampa, Florida
March 13, 2008
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SYKES ENTERPRISES, INCORPORATED AND SUBSIDIARIES
Consolidated Balance Sheets

(In thousands, except per share data)

ASSETS

Current asset:
Cash and cash equivalel
Receivables, ne
Prepaid expenses and other current a:
Shor-term investment
Assets held for sal

Total current asse
Property and equipment, r
Goodwill, net
Intangibles, ne
Deferred charges and other as:

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:
Accounts payabl
Accrued employee compensation and ben
Deferred grants related to assets held for
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 contingencies (Note

Shareholder equity:
Preferred stock, $0.01 par value, 10,000 sharémenéd; no shares issued and outstan
Common stock, $0.01 par value; 200,000 shares arétah 45,537 and 45,254 shares iss
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Treasury stock at cost: 4,697 shares and 4,708s

Total shareholde’ equity

See accompanying notes to Consolidated Financ&#éBtents.

50

December 31,

2007 2006
$177,68: $158,58(
145,49( 115,01¢
30,73 14,66¢
17,82 —
— 50¢
371,73: 288,77
78,57 66,20
22,46 20,42:
6,64¢ 8,00
26,05¢ 32,17
$505,47! $41557:
$ 21,58¢ $ 19,27(
46,24¢ 39,54
— 332
4,59; 5,44¢
31,82: 30,72
14,13: 9,55¢
118,37 104,87
10,32¢ 10,81
6,26¢ —
5,177 8,41
140,15 124,10
45¢ 45¢
184,18 179,02:
195,20 158,05
37,45 5,86¢
(51,979 (51,92
365,32; 291,47:
$505,47 $415,57:
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SYKES ENTERPRISES, INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Operations

(In thousands, except per share data)
Revenue:

Operating expense
Direct salaries and related co
General and administratiy
Provision for regulatory penaltit
Net (gain) loss on disposal of property and equiptr
Reversal of restructuring and other char
Impairment of lon-lived asset:

Total operating expens
Income from operation

Other income (expense
Interest incom:
Interest (expenst
Income from rental operations, r
Other income (expens

Total other income (expens
Income before provision (benefit) for income ta

Provision (benefit) for income taxe
Current
Deferred

Total provision (benefit) for income tax

Net income

Net income per shar
Basic

Diluted

Weighted average share
Basic

Diluted

See accompanying notes to Consolidated FinancééBtents.

Years Ended December 31,

2007 2006 2005
$710,12( $574,22. $494 91t
451,28 365,60: 309,60«
206,00 176,70: 160,47(
1,317 — —
33¢ (13,689 (1,775
— (314)
— 445 605
658,94( 529,06! 468,58
51,18 45,15¢ 26,33
6,251 6,78¢ 2,55¢
(803) (674) (667)
— 1,20 94C
(2,589 (1,010 (60)
2,871 6,301 2,772
54,05 51,45¢ 29,10:
14,08¢ 8,93¢ 7,09¢
10€ 19¢ (1,409
14,19: 9,13¢ 5,69¢
$ 39,85¢ $ 42,32 $ 23,40¢
$  0.9¢ $  1.0€ $  0.6C
$  0.9¢ $  1.0¢f $  0.5¢
40,38 39,82¢ 39,20+
40,69¢ 40,21¢ 39,53¢
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SYKES ENTERPRISES, INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholdergquity

(In thousands)
Balance at January 1,
2005

Issuance of common sto
Issuance of common sto
and restricted stock
under equity award

plans
Stockbased compensati
expense
Comprehensive incorr
(loss)

Balance at December 31
2005

Reclassification of
deferred stock
compensation balance
upon adoption of SFA
123R

Issuance of common sto

Stockbased compensati
expense

Excess tax benefit from
stock- based
compensatiol

Issuance of common sto
and restricted stock
under equity award
plans

Modification of Deferrec
Compensation Pla

Issuance of common sto
for business acquisitic

Comprehensive incorr

Adjustment upon adoptic
of SFAS 158, net of te

Balance at December 31
2006

Adjustment upon adoptic
of FIN 48

Issuance of common sto

Stockbased compensati
expense

Issuance of common sto
and restricted stock
under equity award
plans

Issuance of common sto
for business acquisitic

Comprehensive incorr

Balance at December 31
2007

See accompanying notes to Consolidated Financ&éBtents.

Accumulatec

Common Stocl Additional Other Deferred
Shares Paic-in Retainec Comprehensivi Stock Treasury
Issued Amount Capital Earnings Income (Loss Compensatiol Stock Total
43,83 $43¢ $163,88! $ 92,327 $ 4,871 $ — $(51,48¢) $210,03!
16€ 2 83€ — — — — 83¢
11 - 952 - - (854) (483) (384)
— — — — — 49¢ — 49¢
— — — 23,40¢ (8,306) — — 15,102
44,00¢ 44C 165,67 115,73 (3,43%) (355) (51,969 226,09(
— — (355) — — 35¢ — —
66C 8 4,33¢ — — — — 4,34:
_ — 2,46( — — — — 2,46(
— — 2,35¢ — — — — 2,35¢
31¢E 3 114 — — — 41 15¢
— — 40 — — — — 40
27C 2 4,39¢ — — — 4,401
— — — 42,321 10,34¢ — — 52,67:
— — — — (1,049 — — (1,049
45,25 458 179,02: 158,05¢ 5,86¢ — (51,929 291,47
- - - (2171Z) - - - (21711)
70 1 477 — — — — 474
— — 4,171 — — — — 4,171
18¢ 1 51 — — — (50) 2
25 — 46¢€ — — — — 46¢
— — — 39,85¢ 31,58¢ — — 71,44,
45,53 $45E $184,18: $195,20: $37,45' $ — $(51,979 $365,32:
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SYKES ENTERPRISES, INCORPORATED AND SUBSIDIARIES

Consolidated Statements of Cash Flows

(In thousands)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Depreciation and amortization, r
Impairment of lon-lived asset:
Reversal of restructuring and other chat
Stock-based compensation expel
Deferred income tax provision (bene
Net (gain) loss on disposal of property and equiplr
(Reversals of) termination costs associated withaetivities
Bad debt expense (reverse
Unrealized (gain) on financial instruments,
Amortization of discount on shi-term investment
Amortization of actuarial losses on pens
Foreign exchange gain on liquidation of foreignitgr
Changes in assets and liabiliti
Receivable:
Prepaid expenses and other current a:
Deferred charges and other as:
Accounts payabl
Income taxes receivable/payal
Accrued employee compensation and ben
Other accrued expenses and current liabil
Deferred revenu
Other lon¢term liabilities
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure
Cash paid for business acquisitions, net of caghieed
Proceeds from sale of faciliti
Proceeds from sale of property and equipn
Purchase of shc-term investment
Investments in restricted ca
Proceeds from release of restricted ¢
Other
Net cash used for investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES
Payments of lor-term deb!
Proceeds from issuance of stc
Excess tax benefit from stc-based compensatic
Proceeds from gran
Proceeds from sh¢-term debi
Payments of shc-term debt
Net cash provided by financing activiti
Effects of exchange rates on cas
Net increase in cash and cash equival
CASH AND CASH EQUIVALENTS— BEGINNING
CASH AND CASH EQUIVALENTS— ENDING

Supplemental disclosures of cash flow information
Cash paid during the year for inter
Cash paid during the year for income ta

See accompanying notes to Consolidated Financé#éBtents.
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2007

$ 39,85¢
25,23t

4,171
10€
33¢
(59)
407
(542)
(292)
43
(13

(23,917)
(2,796)
1,42¢
11€
2,36¢
4,17C
723
(4,247)
1,147
48,24

(31,47)
(1,600)

12¢
(17,53%)
(368)
1,60(
(130)
(49,37

474
24¢&

242

(242)

722
19,50¢
19,10z
158,58(

$ 392
$ 12,14¢

2006

$ 42,32:
24,74
44E

2,46(
19¢
(13,689
721
(600)
(105)

(48)

(20,816)
(539)
(4,609)
2,481
4,68¢
2,75¢
(1,187)
5,15¢
371
44.77.

(19,42()
(17,41
15,37t

182
(219)
(4,510)

(132)
(26,13

(381)
4,34:
2,35¢

531

6,841
5,48¢
30,96¢
127,61
$158,58(

$ 42C
$ 10,00°

Years Ended December 31,

2005

$ 23,40¢
25,94
605
(314

441
(1,409)
(1,779)
697
(64€)

(59

(366)

(795)
(507)
(2,99])
(94€)
(470)
2,271
1,42¢
2,167
1,48¢
48,16¢

(9,910
(3,246)
2,48(
184

(357)
(10,849

(78)
83¢

76C
(4,336)
33,74
93,86¢
$127,61:

$ 51C
$ 10,00¢
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SYKES ENTERPRISES, INCORPORATED AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Sykes Enterprises, Incorporated and conselitiatibsidiaries (“SYKES” or the “Company”) providagisourced customer contact
management solutions and services in the busimesess outsourcing (“BPO”) arena to companies, rilgpnwithin the communications,
technology/consumer, financial services, healthcand transportation and leisure industries. SYE®ides flexible, high quality outsourced
customer contact management services (with an esigoba inbound technical support and customer sexwwhich includes customer
assistance, healthcare and roadside assistankridaicsupport and product sales to its client'stomers. Utilizing SYKES' integrated
onshore/offshore global delivery model, SYKES pd®4 its services through multiple communicatiorenckels encompassing phone, e-mail,
Web and chat. SYKES complements its outsourcesmest contact management services with various grigersupport services in the Uni
States that encompass services for a client’snateupport operations, from technical staffing/Eers to outsourced corporate help desk
services. In Europe, SYKES also provides fulfillrheervices including multilingual sales order pggiag via the Internet and phone, inven
control, product delivery and product returns hargdlIThe Company has operations in two segmenifegh(1) the Americas, which includes
the United States, Canada, Latin America, IndiatapdAsia Pacific Rim, in which the client basgignarily companies in the United States
that are using the Compasyservices to support their customer managemeunsnead (2) EMEA, which includes Europe, the Midakest ant
Africa.

Note 1. Summary of Accounting Policies

Principles of Consolidation— The consolidated financial statements include tw®ants of SYKES and its wholly-owned subsidiased
controlled majority-owned subsidiaries. All sige#int intercompany transactions and balances haredigninated in consolidation.

Use of Estimates— The preparation of consolidated financial statemé@ntonformity with accounting principles geneyaltcepted in the
United States requires the Company to make estinzaiteé assumptions that affect the reported amaiistssets and liabilities and disclosur
contingent assets and liabilities at the date efitancial statements and the reported amountsvehues and expenses during the reporting
period. Actual results could differ from those esties.

Recognition of Revenue- Revenue is recognized pursuant to applicable atcmustandards, including Securities and Exchange
Commission (“SEC”) Staff Accounting Bulletin (“SABNo. 101 (SAB 101);Revenue Recognition in Financial StatementSAB 104,
“Revenue Recognition; and the Emerging Issues Task Force (“EITF”) NB20,“Revenue Arrangements with Multiple DeliverablesSAB
101, as amended, and SAB 104 summarize certalredEC staff's views in applying generally accetedounting principles to revenue
recognition in financial statements and providedgace on revenue recognition issues in the absdranghoritative literature addressing a
specific arrangement or a specific industry. EITF21 provides further guidance on how to accountfaltiple element contracts.

The Company primarily recognizes its revermoenfservices as those services are performed, vidiicased on either a per minute, per call
or per transaction basis, under a fully executedractual agreement and records reductions to tevéar contractual penalties and holdbacks
for failure to meet specified minimum service levahd other performance based contingencies. Revenaognition is limited to the amount
that is not contingent upon delivery of any futpreduct or service or meeting other specified parénce conditions.

Product sales, accounted for within our flitfént services, are recognized upon shipment tedktomer and satisfaction of all obligations.

Revenue from contracts with multiple-delivdeshis allocated to separate units of accountirsgt@n their relative fair value, if the
deliverables in the contract(s) meet the critesiastich treatment. Certain fulfillment servicestecacts contain multiple-deliverables.
Additionally, the Company has a contract that cmstanultiple-deliverables for customer contact management ssnaad fulfillment service
Separation criteria include whether a deliverenhites value to the customer on a standalone @sither there is objective and reliable
evidence of the fair value of the undelivered iteand, if the arrangement includes a general righ¢torn related to a delivered item, whether
delivery of the undelivered item is considered jatglb and in the Company’s control. Fair value esythice of a deliverable when it is regularly
sold on a standalone basis, which generally canefstendor-specific objective evidence of fairualIf there is no evidence of the fair value
for a delivered product or service, revenue is
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allocated first to the fair value of the undelivér@roduct or service and then the residual revéna#iocated to the delivered product or service.
If there is no evidence of the fair value for amlelivered product or service, the contract(s) oaated for as a single unit of accounting,
resulting in delay of revenue recognition for thedidered product or service until the undeliveredduct or service portion of the contract is
complete. The Company recognizes revenue for delivelements only when the fair values of undetideglements are known, uncertainties
regarding client acceptance are resolved, and rerao client-negotiated refund or return riglitsaing the revenue recognized for delivered
elements. Once the Company determines the allocaficevenue between deliverable elements, there@afurther changes in the revenue
allocation. If the separation criteria are metemye from these services is recognized as thecesrare performed under a fully executed
contractual agreement. If the separation critenéan®t met because there is insufficient evidenaetermine fair value of one of the
deliverables, all of the services are accounteds$oa single combined unit of accounting. For tlilediverables with insufficient evidence to
determine fair value, revenue is recognized orptioportional performance method using the straligietbasis over the contract period, or the
actual number of operational seats used to seevelignt, as appropriate.

Cash and Cash Equivalents- Cash and cash equivalents consist of cash andytighld short-term investments. Cash in the amaint
$177.7 million and $158.6 million at December 3002 and 2006, respectively, was primarily helditeiest bearing investments, which have
an average maturity of less than 90 days. Casltastu equivalents of $166.4 million and $121.9 wnillat December 31, 2007 and 2006,
respectively, were held in international operatiand may be subject to additional taxes if repedao the United States.

Allowance for Doubtful Accounts—The Company maintains allowances for doubtful ant®of $2.8 million and $2.5 million as of
December 31, 2007 and 2006, or 1.9% and 2.2% dé taacount receivables, respectively, for estimkatesks arising from the inability of its
customers to make required payments. The Compasyitmate is based on factors surrounding the cris#tiof certain clients, historical
collection experience and a review of the curréaius of trade accounts receivable. It is reasgnaddsible that the Company’s estimate of the
allowance for doubtful accounts will change if fir@ncial condition of the Company’s customers werdeteriorate, resulting in a reduced
ability to make payments. Based on a review otithée accounts receivables balances and actiligyCompany recorded $0.4 million and
reversed $0.6 million of the allowance for doubtiatounts during 2007 and 2006, respectively.

Property and Equipment— Property and equipment is recorded at cost ancedigted using the straight-line method over thieneded
useful lives of the respective assets. Improvemeniisased premises are amortized over the shaofirtee related lease term or the estimated
useful lives of the improvements. Cost and relasclimulated depreciation on assets retired or séxpof are removed from the accounts and
any resulting gains or losses are credited or @uhtg income. Depreciation expense was $24.8 mjl25.0 million and $27.7 million for
2007, 2006 and 2005, respectively. Property anégpetent includes $2.9 million, $2.0 million and $0rifllion of additions included in
accounts payable at December 31, 2007, 2006 arfsl 28&€pectively. Accordingly, non-cash transactiobage been excluded from the
accompanying Consolidated Statements of Cash FlamZ007, 2006 and 2005, respectively.

The Company capitalizes certain costs incutwadternally develop software upon the establishtrof technological feasibility. Costs
incurred prior to the establishment of technolobieasibility were expensed as incurred. Capitalizgernally developed software costs, net of
accumulated amortization, were $0.5 million ands$@illion at December 31, 2007 and 2006, respelgtive

The carrying value of property and equipmertté held and used is evaluated for impairment ehenevents or changes in circumstances
indicate that the carrying amount may not be recase in accordance with Statement of FinancialcAirting Standards (“SFAS”) No. 144, “
Accounting for the Impairment or Disposal of L-Lived Assets. An asset is considered to be impaired when time sf the undiscounted
future net cash flows expected to result from the af the asset and its eventual disposition doesexteed its carrying amount. The amount of
the impairment loss, if any, is measured as theuatnioy which the carrying value of the asset exseedestimated fair value, which is
generally determined based on appraisals or satespf comparable assets. Occasionally, the Coynpadeploys property and equipment
from under-utilized centers to other locationsrmpiove capacity utilization if it is determined thle related undiscounted future cash flows in
the under-utilized centers would not be sufficientecover the carrying amount of these assets.

Rent Expense—The Company has entered into several operating legieements, some of which contain provisionutoire rent
increases, rent free periods, or periods in whicti payments are reduced. The total
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amount of the rental payments due over the leaseitebeing charged to rent expense on the strdiighimethod over the term of the lease in
accordance with SFAS No. 13Atcounting for Lease$ Financial Accounting Standards Board (FASB) Teichl Bulletin 88-1 “Issues
Relating to Accounting for Leas,” and FASB Technical Bulletin 85-3Accounting for Operating Leases with Scheduled Remeases”

Investment in SHPS—The Company holds a 3.8% ownership interest in SHRS®rporated, which is accounted for at cost of
approximately $2.1 million as of December 31, 266@ 2006 and is included in “Deferred charges ahdrassets” in the accompanying
Consolidated Balance Sheets. (See Note 11.) Thep&@awyrwill record an impairment charge or loss Hetieves the investment has
experienced a decline in value that is other tleampbrary. Future adverse changes in market conditio poor operating results of the
underlying investment could result in losses ommeatility to recover the carrying value of the istent and, therefore, might require an
impairment charge in the future.

Investments Held in Rabbi Trust —Securities held in a rabbi trust for a supplememntaiqualified executive retirement program, as more
fully described in Note 23, Stock-Based Compensaiiaclude the fair market value of debt and egaégurities held in various mutual funds.
The fair market value of these mutual funds, cfassias trading securities in accordance with SRES115 (SFAS 115), Accounting for
Certain Investments in Debt and Equity Securitjés determined by quoted market prices and isistdf to the current market price at the end
of each reporting period. The net realized andalimed gains and losses on trading securitiesnataded in “Other income and expense” in
the accompanying Consolidated Statements of OpeatFor purposes of determining realized gains@sgks, the cost of securities sold is
based on specific identification.

Short-term Investments— Short-term investments are investments in commigueiger, classified as held to maturity accordmghe
provisions of SFAS 115, and have terms greater tiwa® months, but less than one year, at thedimequisition. These investments are
carried at amortized cost.

Goodwill—The Company accounts for goodwill under SFAS N@ (SFAS 142);Goodwill and Other Intangible AssetsGoodwill and
other intangible assets with indefinite lives ao¢ subject to amortization, but instead must béereed at least annually, and more frequent
the presence of certain circumstances, for impaitrg applying a fair value based test. Fair vdtwegoodwill is based on discounted cash
flows, market multiples and/or appraised valuesmwopriate. Under SFAS 142, the carrying valuasskts is calculated at the lowest levels
for which there are identifiable cash flows (thegorting unit”). If the fair value of the reportinmit is less than its carrying value, an
impairment loss is recorded to the extent thafairevalue of the goodwill within the reporting tiné less than its carrying value. The Company
completed its annual goodwill impairment test dgrihe third quarter of 2007 and determined thattreying amount of goodwill was not
impaired. The Company expects to receive futurefisrnfrom previously acquired goodwill over an défichite period of time.

Intangible Assets— Intangible assets, primarily customer relatiopshexisting technologies and covenants not to etep@are amortized
using the straight-line method over their estimatseful lives. The Company periodically evaluatesriecoverability of intangible assets and
takes into account events or changes in circumetati@at warrant revised estimates of useful livabat indicate that impairment exists. The
Company does not have other intangible assetsimdtfinite lives.

Income Taxes— The Company accounts for income taxes under SFA0& (SFAS 109) Accounting for Income Taxégswhich
requires recognition of deferred tax assets atuilitias to reflect tax consequences of differenisesveen the tax bases of assets and liabilities
and their reported amounts in the accompanying @ilzded Financial Statements. Deferred tax asgetseduced by a valuation allowance if,
based on the weight of available evidence, botlitigesand negative, for each respective tax judsdn, it is more likely than not that the
deferred tax assets will not be realized in acawedawith criteria of SFAS 109.

The Company evaluates tax positions that haes taken or are expected to be taken in itsetaxns, and records a liability for uncertain
tax positions in accordance with FASB Interpretation. 48 (“FIN 48”), “Accounting for Uncertainty in Income Taxes — apriptetation of
FASB No. 10.” FIN 48 contains a two-step approach to recogigznd measuring uncertain tax positions accouoteid accordance with
SFAS 109. First, tax positions are recognizedefuteight of available evidence indicates that ihizre likely than not that the position will be
sustained upon examination, including resolutionetdted appeals or litigation processes, if amgoBd, the tax position is measured as the
largest amount of tax benefit that has a greatar 80% likelihood of being realized upon settlem&hte Company recognizes interest and
penalties related to unrecognized tax benefithénprovision for income taxes in the accompanyinggolidated Financial Statements.
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Self-Insurance Programs—The Company self-insures for certain levels of veosk compensation. Estimated costs of this selfifizusce
program are accrued at the projected settlementsifiwvn and anticipated claims. Self-insuranceiliéds of the Company amounted to
$0.6 million and $1.2 million at December 31, 2@0id 2006, respectively.

Deferred Grants— Recognition of income associated with grants oflland the acquisition of property, buildings andipment is
deferred until after the completion and occuparfdye building and title has passed to the Company,the funds have been released from
escrow. The deferred amounts for both land andlimgjlare amortized and recognized as a reductiaepfeciation expense included within
general and administrative costs over the corredipgruseful lives of the related assets. Amountsiked in excess of the cost of the building
are allocated to the cost of equipment and, oribr dlfie grants are released from escrow, recogrigedreduction of depreciation expense over
the weighted average useful life of the related@gent, which approximates five years. Amortizatadrihe deferred grants that is included as
a reduction to “General and administrative” costthie accompanying Consolidated Statements of @pesavas approximately $1.1 million,
$1.3 million and $2.0 million for the years endedc@mber 31, 2007, 2006 and 2005, respectively. Yptmof the related facilities, any
deferred grant balance is recognized in full anidétuded in the gain on sale of property and eqp&pt.

In April 2006, the Company executed an agregmith a government entity in Ireland, which agtee pay $0.8 million to the Company to
provide 100 new permanent jobs (on or before Deeer8b, 2008) in excess of the existing base empdoyras of December 31, 2004, subject
to certain terms and conditions. These grants wearded by the government for creating and maimgipermanent employment positions in
Ireland for a period of at least five years. Duridgtober 2007 and December 2006, the Company etemployment grants totaling
$0.8 million for jobs created under this agreem&hts amount is amortized and recorded in “Genanal administrative” in the Consolidated
Statement of Operations using the proportionatopaance model over the five-year employment perftdDecember 31, 2007, the
Company'’s relevant employment levels met or exce¢le base employment levels set by the government.

Deferred Revenue—The Company receives up-front fees in connectidh weertain contracts. The deferred revenue is €aomer the
service periods of the respective contracts, whaclge from six months to seven years. Deferredmevéncluded in current liabilities in the
accompanying Consolidated Balance Sheets inclindesg-front fees associated with services to beiged over the next ensuing twelve
month period and the up-front fees associated séthiices to be provided over multiple years in @mtion with contracts that contain
cancellation and refund provisions, whereby the ufeturers or customers can terminate the conteatsdlemand pro-rata refunds of the up-
front fees with short notice. Deferred revenueudeld in current liabilities in the accompanying €alidated Balance Sheets also includes
estimated penalties and holdbacks for failure tetrspecified minimum service levels in certain cactis and other performance based
contingencies.

Stock-Based Compensatier- The Company has three stock-based compensatios:ghe 2001 Equity Incentive Plan (for employaed
certain non-employees), the 2004 Non-Employee Birdeee Plan (for non-employee directors), bothreypgd by the shareholders, and the
Deferred Compensation Plan (for certain eligiblgkayees), which are discussed more fully in NoteSX8ck-based awards under these plans
may consist of common stock, common stock unitgksoptions, cash-settled or stock-settled stogkepation rights, restricted stock and
other stock-based awards. The Company issues corstockiand treasury stock to satisfy stock optixereses or vesting of stock awards.

Effective January 1, 2006, the Company adofttegrovisions of SFAS No. 123R, (SFAS 123R¥hare-Based Paymehtfor its stock-
based compensation plans. In conjunction with ttepton of SFAS 123R on January 1, 2006, the Compéso adopted the following: Staff
Accounting Bulletin (SAB) 107, Share-Based Paymeritswhich provides guidance on valuation methodslalée and other matters;
Financial Accounting Standards Board (FASB) Staf§ion No. 123 R-2 (SFAS 123R-2)Practical Accommodation to the Application of
Grant Date as Defined in SFAS 123Rvhich provides guidance on the application adrgrdate; and FASB Staff Position SFAS No. 123R-3,
Transition Election Related to Accounting for trexEffects of Share Based Payment Awdrahich provides for an elective alternative
transition method that establishes a computatioomiponent to arrive at the beginning balance obtwimulated paid-in capital pool related
to employee compensation and a simplified methatktermine the subsequent impact on the accumuypatielein capital pool of employee
awards that are fully vested and outstanding uperatioption of SFAS 123R. The Company electededhus alternative transition method in
conjunction with the adoption of SFAS 123R. Themam of SFAS 123R did not have a material effactlte Company’s income before
provision for income taxes, net income, cash flawd basic and diluted earnings per share for taegreded December 31, 2006.
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In accordance with SFAS 123R, the Companygeizes in its income statement the grant-datevdire of stock options and other equity-
based compensation issued to employees and dse@ompensation expense for equity-based awardsagnized over the requisite service
period, usually the vesting period, while compeiasatxpense for liability-based awards (those Ugwsattled in cash rather than stock) is
measured to fair-value at each balance sheet détehe award is settled.

Under SFAS 123R, the pro forma disclosuresipusly permitted are no longer an alternativeinaricial statement recognition. The
Company elected to use the modified prospectivdatetvhich requires the Company to record compenmsaikpense for the non-vested
portion of previously issued awards that remairstautding at the initial date of adoption of SFASR2and to record compensation expens
any awards issued or modified after January 1, 2B@8ults for prior periods have not been restdfpdn adoption of SFAS 123R, the
deferred stock compensation balance of $0.4 mibisof January 1, 2006 was reclassified to additipaid-in capital in the accompanying
Consolidated Statement of Changes in Sharehol8epgty. SFAS 123R also requires the benefits ofdatuctions in excess of recognized
compensation cost to be reported as a financing ftas and a corresponding reduction in operatiaghcflows, rather than as an operating
cash flow as previously required. Accordingly, txeess tax benefit of $2.4 million for the year eh@®ecember 31, 2006 was classified as a
financing cash flow and a corresponding reductioagerating cash flows in the accompanying Conat#id Statement of Cash Flows.

On February 1, 2005, the Compensation Comenitfehe Board of Directors approved accelerativgguesting of most out-of-the-money,
unvested stock options held by current employees,ding executive officers and certain employeeators. An option was considered out-of-
the-money if the stated option exercise price wasatgr than the closing price, $7.23, of the Comgfzatommon stock on the day the
Compensation Committee approved the acceleratioa.afgregate number of shares issuable under¢b&eated stock options was 125,550
at a weighted average exercise price of $9.416 Bslwuary 1, 2005.

The Compensation Committee also approved aatéig the vesting of out-of the-money, unvestedlsoptions held by non-employee
directors, subject to shareholder approval at tiag BDO5 Annual Shareholders’ Meeting. Options hglshon-employee directors were
considered out-of-the-money if the stated optioereise price was greater than the closing pric%&f the Company’s common stock on
May 24, 2005. Upon shareholder approval in May 200& Company accelerated the vesting of 8,332stadestock options at an exercise
price of $8.732 on May 24, 2005. There was no @fdit compensation expense recognized in 200% threi amounts in the pro forma stock-
based compensation table presented within this Noas a result of accelerating the vesting oftbek options on February 1, 2005 and
May 24, 2005.

The decision to accelerate vesting of thesmiopand eliminate future compensation expensebaasd on a review of the Company’s long-
term incentive programs in light of current markehditions and changing accounting rules regardingk option expensing under SFAS
123R. Excluding holders of foreign stock optionattlected to decline the accelerated vesting,a@stimated that the maximum future
compensation expense that would have been chasgeatitings, absent the acceleration of these aptimsed on adoption date for SFAS
123R as of January 1, 2006, was less than $0.lomill

Prior to January 1, 2006, the Company accalfuteits stockbased compensation plans under the recognitiomeradurement principles
Accounting Principles Board Opinion (“APB”) No. ZBPB 25), “Accounting for Stock Issued to Employéaad related interpretations and
disclosure requirements established by SFAS No.($E2S 123), “Accounting for Stock-Based Compensatiofihe Company had the opti
under SFAS 123 to measure compensation costsdtk sptions using the intrinsic value method priésct by APB 25. Under APB 25,
compensation expense was generally not recognigestdck option grants if the exercise price wassame as the market price and the
number of shares to be issued was set on theltaeniployee stock options were granted. Since timep@ny granted employee stock options
on this basis and the Company elected to use ttiesit value method, no compensation expense a@mnized for stock option grants. For
grants of common stock units awarded to non-em@alpectors, under the 2004 Non-Employee Direct® Flan, compensation expense was
recognized over the requisite service periods basdte fair value of the Company’s stock on thee dd grant, which is the same under APB
25 and SFAS 123R.

The following table presents the impact oninebme and net income per share as if the Compadyelected to recognize compensation
expense for the issuance of options to employe&sofompany based on the fair value method ofwatoay prescribed by SFAS 123 prior to
the adoption of SFAS 123R (in thousands excepspare amounts):
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Year Ended
December 31
2005

Net Income:

Net income as reporte $ 23,40¢
Add: Stocl-based compensation included in reported net incoetef tax 441
Deduct: Stoc-based compensation under the fair value methodyfriak (1,090

Pro forma net incom $  22,75¢

Net Income Per Share:

Basic, as reporte $ 0.6C

Basic, pro form: $ 0.5¢

Diluted, as reporte $ 0.5¢

Diluted, pro forme $ 0.5¢

The Company has not issued any stock optimeg January 1, 2004. For options issued befosedhie, the Company used the Black-
Scholes option pricing model to estimate the falue of each stock option at the date of grantgugarious assumptions.

Fair Value of Financial Instruments— The following methods and assumptions were usestimate the fair value of each class of
financial instruments for which it is practicabtedstimate that value:

. Cash, Accounts Receivable, Sl-term Investments, Investments Held in Rabbi Trast Accounts Payable. The carrying val
reported in the balance sheet for cash, accoucgsvable, short-term investments, investments metdbbi trust and accounts payable
approximate their fair value

. Forward currency forward contracts. Forward 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 mo
assumptions

. Long-Term Debt. The fair value of lo-term debt, including the current portion theresfestimated based on the quoted market |
for the same or similar types of borrowing arrangata. The carrying value of the Company’s long-tdeht approximates fair value.
(As of December 31, 2007 and 2006, the Companynbazlitstanding lor-term debt.!

Foreign Currency Translation— The assets and liabilities of the Company’s foreighsidiaries, whose functional currency is othant
the U.S. Dollar, are translated at the exchangssiateffect on the reporting date, and incomeexenses are translated at the weighted
average exchange rate during the period. The festtedf translation gains and losses is not inaluidedetermining net income, but is included
in “Accumulated other comprehensive income (losalfiich is reflected as a separate component okhllbéders’ equity until the sale or until
the complete or substantially complete liquidatdmhe net investment in the foreign subsidiaryteign currency transactional gains and lo
are included in determining net income. Such gaim$losses are included in “Other income (expenisd}ie accompanying Consolidated
Statements of Operations.

Foreign Currency and Derivative Instruments-The Company accounts for financial derivative imstents utilizing SFAS No. 133
(SFAS 133), “Accounting for Derivative Instruments and Hedgirgivities”, as amended. The Company generally utilizes reliverable
forward contracts expiring within one to 24 montbseduce its foreign currency exposure due to axgh rate fluctuations on forecasted cash
flows denominated in non-functional foreign curresc Upon proper qualification, these contractssaaunted for as cash-flow hedges, as
defined by SFAS 133. These contracts are entetedarprotect against the risk that the eventushdibows resulting from such transactions
will be adversely affected by changes in excha@agest In using derivative financial instrumentfiéglge exposures to changes in exchange
rates, the Company exposes itself to counterpaegjitcrisk.

All derivatives, including foreign currencyrfeard contracts, are recognized in the balancet stidair value. Fair values for the Company’s
derivative financial instruments are based on qliatarket prices of comparable instruments or, ifenare available, on pricing models or
formulas using current market and model assumptioOnghe date the derivative contract is enteréal ithe Company determines whether the
derivative contract should
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be designated as a cash flow hedge. Changes faithalue of derivatives that are highly effectiaed designated as cash flow hedges are
recorded in “Accumulated other comprehensive inc@loes)”, until the forecasted underlying transaiesi occur. Any realized gains or losses
resulting from the cash flow hedges are recogniagdther with the hedged transaction within “RewesiuCash flows from the derivative
contracts are classified within “Cash flows fromeogting activities” in the accompanying ConsolideBtatement of Cash Flows.
Ineffectiveness is measured based on the charfgé walue of the forward contracts and the failuesof the hypothetical derivatives with
terms that match the critical terms of the risknpeiedged. Hedge ineffectiveness is recognizedwitkevenues”.

The Company formally documents all relatiopsthetween hedging instruments and hedged itemgelaas its risk management objective
and strategy for undertaking various hedging atisi This process includes linking all derivatitieat are designated as cash flow hedges to
forecasted transactions. The Company also fornaakgsses, both at the hedgateption and on an ongoing basis, whether theates tha
are used in hedging transactions are highly effedti offsetting changes in cash flows of hedgem# on a prospective and retrospective b
When it is determined that a derivative is not higiffective as a hedge or that it has ceased ®lighly effective hedge or if a forecasted
hedge is no longer probable of occurring, the Camgmhscontinues hedge accounting prospectivel\Décember 31, 2007, all hedges were
determined to be highly effective.

The Company also periodically enters into famdvcontracts that are not designated as hedgesurpose of these derivative instruments is
to reduce the effects on its operating resultscasth flows from fluctuations caused by volatilitydurrency exchange rates. The Company
records changes in the fair value of these dexgatistruments within “Revenues”.

Recent Accounting Pronouncements - September 2006, the FASB issued SFAS No. 15A$5E7), “Fair Value Measurements
which defines fair value, establishes a frameworknfieasuring fair value in accordance with gengradlcepted accounting principles, and
expands disclosures about fair value measurem@R&S 157 is effective for fiscal years beginninggaNovember 15, 2007 and should be
applied prospectively. In February 2008, the FA®Beded the effective date of SFAS 157 for nonfoiahassets and liabilities to fiscal years
beginning after November 15, 2008, except thoseaterecognized or disclosed at fair value infih@ncial statements on an annual or more
frequently recurring basis. The Company is curseetlaluating the impact of adopting SFAS 157 offiitancial condition, results of operatic
and cash flows.

In November 2006, the EITF reached a tentatoreclusion on Issue No. 06-10 (EITF 06-10jctounting for Deferred Compensation and
Postretirement Benefit Aspects of Collateral Assignt Spl-Dollar Life Insurance ArrangementSEITF 06-10 provides guidance on the
employers’ recognition of assets, liabilities apthted compensation costs for collateral assignsittdollar life insurance arrangements that
provide a benefit to an employee that extendspogiretirement periods. The effective date of EOBFLO is for fiscal years beginning after
December 15, 2007. The Company is currently eviaigdhe impact of adopting EITF QB on its financial condition, results of operasamc
cash flows.

In February 2007, the FASB issued SFAS No.(BFAS 159), ‘The Fair Value Option for Financial Assets and Fingl Liabilities —
including an amendment to FASB Statement No.” I/Bich permits an entity to measure certain ficiahassets and financial liabilities at fair
value. Under SFAS 159, entities that elect thevfaiue option will report unrealized gains and &ssB1 earnings at each subsequent reporting
date. The fair value option may be elected on atriment-byinstrument basis, with few exceptions, as long &sapplied to the instrument
its entirety. SFAS 159 is effective for fiscal yeéreginning after November 15, 2007. As of JandaB008, the Company did not elect to use
the fair value option for any of its financial atssand liabilities that are not currently recoréeédair value.

In December 2007, the FASB issued SFAS No.(ieMised 2007) (SFAS 141R)Business Combinatiorisand SFAS No. 160 (SFAS 16
“ Noncontrolling Interests in Consolidated Financ&htements, an amendment of Accounting Researt#tiBMNo. 51”. SFAS 141R will
change how business acquisitions are accounteahfbwill impact financial statements both on theuasition date and in subsequent periods.
SFAS 160 will change the accounting and reportorgiinority interests, which will be recharactedzes noncontrolling interests and
classified as a component of shareholders’ eqBBAS 141R and SFAS 160 are effective for fiscatyd&ginning after December 15, 2008
and should be applied prospectively for all bussremmbinations entered into after the date of ddopHowever, the presentation and
disclosure requirements of SFAS 160 shall be agpk&rospectively for all periods presented. Then@any is currently evaluating the impact
of adopting the presentation and disclosure promsbf SFAS 160 on its financial condition, resolt®perations and cash flows.
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Note 2. Acquisitions and Dispositions

On March 1, 2005, the Company purchased tagestof Kelly, Luttmer & Associates Limited (“KLA'lpcated in Calgary, Alberta, Canada,
which included net assets of approximately $0.2ionil KLA specializes in providing call center sims for organizational health, employee
assistance, occupational health, and disabilityagament. The Company acquired these operationseéffart to broaden its operations in the
healthcare sector, which resulted in the Compawingaa premium for KLA resulting in recognition gbodwill. Total cash consideration paid
was approximately $3.2 million based on foreigrrency rates in effect at the date of the acquisitithe purchase price resulted in a purchase
price allocation to net assets of $0.2 millionptochased intangible assets of $2.4 million (prilpaustomer relationships) and to goodwill of
$0.6 million. The results of operations of KLA haween included in the Company’s results of openatfor its America’s segment beginning
in the first quarter of 2005. Pro-forma resultopérations, in respect to this acquisition, haviebeen presented because the effect of this
acquisition was not material.

On July 3, 2006, the Company completed theiia@tgpn of all the outstanding shares of capitatk of Centro Interaccién Multimedia, S.A.
(“Apex™), an established customer contact manageés@untions and services provider headquartere¢ddarCity of Cordoba, Argentina. Apex
serves clients in Argentina, Mexico and the Uniitdtes. The results of operations of Apex have betuded in the Company'’s results of
operations for its America’s segment beginningia third quarter of 2006. Client programs rangenfin-bound customer care and help-
desk/technical support to out-bound sales and @@lfiag within the business-to-consumer and cefbaisiness-to-business segments for
Internet Service Providers, wireless carriers arditcard companies. The Company acquired thesetpns to broaden its operations in a
growing market in the communications and finans@&lices verticals, which resulted in the Compaayimg a premium for Apex resulting in
recognition of goodwill. The purchase price for gieares was $27.4 million less $0.4 million, reprég Apex’s obligations on certain of its
capital leases as of the closing date, for a nethase price of $27.0 million, eighty percent ofieth($21.6 million) was paid in cash from
offshore operations and twenty percent of which4$sillion) was paid by the delivery of 330,992 sdwmof the common stock of the Comp:
valued at $16.324 per share. Of the net purchase pf $27.0 million, $5.0 million was paid to asceow account (eighty percent in cash and
twenty percent in common stock) to secure the iIliedemnification obligations and to provide holdback of the purchase price until
amounts billed by Apex to a major client reach leiithed targets. In June 2007, the Company setiledontingency related to the holdback of
a portion of the purchase price based upon amduiligd to a major client as amounts billed by Apesthe client reached the established
targets. This settlement resulted in a payout o $dillion in cash and $0.5 million in common stdoém the escrow account and an increase
in the recorded amount of goodwill of $2.1 milligks of December 31, 2007, the remaining cash tme&scrow of $2.4 million is included in
“Prepaid expenses and other current assets” agtedtcash in the accompanying Consolidated Bal&teet. At the end of a two-year escrow
period, any portion of the cash and stock not negito satisfy the holdback provisions of the pasghprice will be returned to the sellers.

We allocated the net purchase price of $21lilomless the $5.0 million contingent purchase&erheld in escrow plus direct acquisition
costs of $0.6 million, or $22.6 million, to the table assets, liabilities and intangible purchaasskets based on their estimated fair values in
accordance with SFAS No. 141Btsiness CombinationsThe excess net purchase price over these fair v@uecognized as goodwiill,
which is not expected to be deductible for tax psgs. These fair values are based on managemstit®tes and assumptions, including
variations of the income approach, the market apgr@nd the cost approach, resulting in a purghase allocation to net assets of
$4.2 million, to goodwill of $14.4 million, to a tkrred tax liability of $2.9 million and to purchexbsintangible assets of $6.9 million as detailed
in the following table (in thousands):

Weighted Average
Amortization Period

Purchased Intangible Asset: Amount Assignec (years)
Customer relationshiy $ 5,50( 6
Trade Name 1,00¢ 5
Non-compete agreemer 20C 2
Other 16E 3
Total $ 6,86¢ 6
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The purchase price allocation for the Apexugsition resulted in the following condensed baksbeet as of the acquisition date (in
thousands):

Amount

Cash and cash equivalel $ 78t
Receivables, net and other current as 3,54¢
Total current asse 4,33¢
Property and equipment, r 4,71¢
Goodwill 14,39:
Intangibles 6,86¢
Other lon¢-term asset 133
$ 30,44

Current liabilities $ 4,791
Long-term deferred tax liabilit 2,90:
Other lon¢-term liabilities 14C
Total liabilities 7,83¢
Shareholder equity 22,60¢
$ 30,44

The following unaudited pro forma data summesithe combined results of operations of the Compad Apex for 2006 and 2005 as if
combination had been consummated on January 1, 2005

Years Ended December 31

2006 2005
Revenue! $588,28( $514,93¢
Income before provision for income ta» $ 54,14« $ 30,37¢
Net income $ 44,06« $ 24,16¢
Net income per diluted sha $ 1.1 $ 0.61

Amortization expense, related to the purchéasgshgible assets resulting from the KLA and Apexuisitions (other than goodwill), of
$1.5 million, $1.0 million and $0.3 million for theears ended December 31, 2007, 2006 and 2005ctaghg, is included in “General and
administrative” costs in the accompanying ConsaééidéStatements of Operations.

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

Weighted Average

Accumulated Amortization Period
Gross Intangibles  Amortization Net Intangibles (years)
Customer relationshif $ 758 $ 176z $ 5,827 8
Trade Name 97¢ 29: 68€ 5
Non-compete agreemer 724 67¢% 49 2
Other 27C 18¢€ 84 3
$ 956: $ 291 $ 6,64¢€ 7
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The following table presents the Company’s purctiastangible assets (in thousands) as of Decemhe2(®6:

Weighted Average

Accumulated Amortization Period
Gross Intangibles  Amortization Net Intangibles (years)
Customer relationshif $ 7428 % 69z $ 6,73¢ 8
Trade Name 1,00¢ 101 907 5
Non-compete agreemer 652 464 18¢ 2
Other 25¢ 87 17z 3
$ 9346 $ 134 $ 8,004 7

The Company’s estimated future amortizatiopesse for the five succeeding years is as followtghpusands):

Years Ending December 31, Amount
2008 $1,347
2009 $1,261
2010 $1,24(
2011 $1,14:
2012 $ 59€

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

Amount
Balance at December 31, 20C $ 5,91¢
Acquisition of Apex 14,39:.
Foreign currency translatic 112
Balance at December 31, 20C 20,42:
Contingent payment for Apex acquisiti 2,06¢
Foreign currency translatic (22)
Balance at December 31, 20C $22,46¢

Note 3. Concentrations of Credit Risk

Financial instruments that potentially subjiset Company to concentrations of credit risk csingiincipally of trade receivables. The
Company’s credit concentrations are limited duthtowide variety of customers and markets in wiiethCompany’s services are sold. See
Note 6- Forward Contracts, for a discussion of the Comgfsacredit risk relating to financial derivativesmuments.

Note 4. Receivables

Receivables consist of the following (in thands):

December 31,

2007 2006
Trade accounts receival $144,16: $115,84¢
Income taxes receivab 54¢ 26€
Other 3,58¢ 1,43¢
148,30« 117,55(
Less allowance for doubtful accoul 2,81: 2,53¢
$145,49( $115,01¢
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Note 5. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assetstohthe following (in thousands):

December 31

2007 2006

Forward contracts (Note | $ 8,37- $ —
Deferred tax asset (Note 1 5,78( 5,38t
Inventory, at cos 3,48¢ 1,22¢
Restricted cash (Note 3,13: 302
Investments held in Rabbi Trust (Note 1,40¢ 1,01«
Prepaid ren 1,53¢ 1,39¢
Prepaid maintenanc 2,117 1,43¢
Prepaid insuranc 93¢ 48t
Prepaid othe 3,97¢ 3,421

$30,73¢ $ 14,66¢

Note 6. Forward Contracts

The Company had derivative assets and liadsilielated to outstanding forward contracts, degied as cash flow hedges, maturing within
12 months, consisting primarily of Philippine pesmtracts with a notional value of $97.2 millionCcember 31, 2007. As of December 31,
2007, the Company had $8.4 million of these derreanhstruments classified as “Prepaid expenseso#met current assetghd $0.1 million a
“Other accrued expenses and current liabilitiestoral of $5.0 million of deferred gains on theidative instruments, net of taxes of
$2.7 million, as of December 31, 2007 were inclugtethccumulated other comprehensive income (losa)}fomponent of shareholders’
equity. Net gains of $6.1 million from settled dextive instruments for 2007 were reclassified ff@xncumulated other comprehensive income
(loss)” to “Revenues” (none in 2006 or 2005). Tleéedred gain expected to be reclassified to “Reeshfrom “Accumulated other
comprehensive income (loss)” during the next 12 tmois $5.0 million. However this amount and othgure reclassifications from
“Accumulated other comprehensive income (loss)? fhictuate with movements in the underlying marggte of the forward contracts.

During 2007, the Company recognized in “Reia loss of $1.1 million related to changes mfiir value of the forward contracts
attributable to the difference in the spot and fandvexchange rates, which was excluded from thesassent of hedge effectiveness. In
addition, during 2007, the Company recognized gedteted to hedge ineffectiveness of $1.8 millidmniak was reclassified fromAtcumulater
other comprehensive income (loss)” to “Revenues”.

In February 2008, we entered into additionalfird contracts to acquire a total of PHP 1.4idsilthrough March 2009 at fixed prices of
$26.0 million U.S.

During 2007, we also entered into and seftedard contracts to purchase PHP 385.3 million @AdD 2.5 million at fixed prices of
$8.0 million and $2.5 million, respectively. Sindese contracts were not designated as accoureuhgels, they were accounted for on a mark-
to-market basis, with realized and unrealized gairlesses recognized in the current period. Assalt, we recognized immaterial gains and
losses related to these contracts, which are iedlud “Revenues” in the accompanying Consolidatateent of Operations for 2007. As of
December 31, 2007, the Company had derivativeliligsi of $0.1 million related to outstanding fomalacontracts, not designated as hedges,
maturing within three months, with a notional vabie$0.9 million consisting primarily of Canadianlhr forward contracts.
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Note 7. Investments Held in Rabbi Trust

The Company’s Investments Held in Rabbi Tradstssified as trading securities and includedArepaid expenses and other current assets”
in the accompanying Consolidated Balance Sheetairatalue, consist of the following (in thousaids

December 31, 2007 December 31, 2006
Cost Fair Value Cost Fair Value
Mutual funds $1,19¢ $1,40¢ $851 $1,01¢

Investments Held in Rabbi Trust were comprisechutual funds, 84% of which are equity-based &6 were debt-based at December 31,
2007. Investment income, included in “Other inca@epense)” in the accompanying Consolidated Statésraf Operations for the years
ended December 31, 2007 and 2006 consists of Hoa/fog (in thousands):

December 31,

2007 2006
Gross realized gains from sale of trading secut $ 2 $ 20
Gross realized losses from sale of trading sees 4 2
Dividend and interest incor 124 56
Net unrealized holding gains (loss (71) 30
Net investment incom $ 51 $ 104

Note 8. Short-term Investments

As of December 31, 2007, the Company had gkart investments of $17.8 million in commerciappa(none as of December 31, 2006)
with a remaining maturity of less than one yeaorgterm investments are carried at amortized aulsich approximates fair value. Therefore,
there were no significant unrecognized holding gainlosses.

Note 9. Assets Held for Sale

As of December 31, 2006, assets held forwibea carrying value of $0.5 million consistedvaicant land neighboring the four third party
leased U.S. customer contact management centerinsBeptember 2006. (See Note 10, Property anipBEgunt). Related to these assets are
deferred grants of $0.3 million as of December2Z}6, which are included in “Deferred grants relateassets held for sale” in the
accompanying Consolidated Balance Sheet. As of dbee 31, 2007, these assets (and the related eéfgrants) were not sold within one
year and are no longer classified as held for §dle.amounts have been reclassifie“Property and Equipment” and “Deferred Grants’he t
accompanying Consolidated Balance Sheet.

Note 10. Property and Equipment

Property and equipment consist of the follgyim thousands):

December 31,

2007 2006

Land $ 4,26 $ 3,58¢
Buildings and leasehold improveme 52,77( 45,20¢
Equipment, furniture and fixture 192,17( 174,08
Capitalized software development cc 2,692 5,081
Transportation equipme 701 69C
Construction in progres 25¢ 1,58:
252,85: 230,23!

Less accumulated depreciati 174,27¢ 164,03(
$ 78,57« $ 66,20:

In April 2005, the Company sold the land andding related to its Greeley, Colorado facilityr 2.4 million
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cash, resulting in a net gain of $1.7 million. Tret book value of the facilities of $1.4 million svaffset by the related deferred grants of
$0.7 million.

In September 2006, the Company sold the laddbaildings of four U.S. customer contact managementers to an unrelated third party
for cash totaling $14.6 million, net of selling tegresulting in a net gain of $13.9 million. Thet book value of these facilities of $6.3 million
and other related assets of $0.5 million were ofigethe related deferred grants of $6.1 million.

During 2006, the Company recorded a $0.3 omilimpairment charge for property and equipmemirie of its underutilized European
customer contact management centers. This impatromemge represented the amount by which the caynyalue of the assets exceeded the
estimated fair value of those assets which caneoebteployed to other locations. Additionally, D08, the Company recorded an impairment
charge of $0.1 million for property and equipmeatonger used in one of its Philippine faciliti®@ased on the Company’s evaluation for
impairment, as of December 31, 2007, the Compategriakned that its property and equipment was nqiiined.

In September 2005, the Company withdrew iésmplto sell the Perry, Kentucky facility due toremsed demand for customer care
management services from new and existing clientiieé United States. As a result, the net carryadge of $4.5 million of land, building and
equipment related to this site was reclassifiethftdssets held for sale” to “Property and Equipnieihe net carrying value of $4.5 million
was offset by a related deferred grant in the arhofifil.9 million. The Company also recapturedrélated depreciation, net of grant
amortization of $0.7 million in 2005. In connectiatth the decision to reopen the Perry, Kentuclgilits, certain assets held for sale at this
facility, which were not redeployed to other locais, were deemed impaired, written down to faingand subsequently sold for a nominal
resulting in an impairment charge of $0.5 million2005. The Perry facility was placed back intovmerin August 2007.

In 2005, in connection with the plan of migoatof the call volumes of the customer contact aggiment services and related operations
from the Company’s Bangalore, India facility, a quonent of the Americas segment, to other facilégsliscussed in Note 18, the Company
redeployed property and equipment located in ltati@ing approximately $1.8 million and recordedamset impairment charge of $0.7 mill
for certain property and equipment in India as eE@mber 31, 2004. Upon completion of the redeplaoyrakthe property and equipment from
the India facility, the Company recorded an addaicasset impairment charge of $0.1 million in $agier 2005.

Note 11. Deferred Charges and Other Assets

Deferred charges and other assets consisedbtiowing (in thousands):

December 31,

2007 2006
Non-current deferred tax asset (see Note $14,75: $16,91(
Non-current value added tax receiva 6,39¢ 5,75(
Restricted cash (see Notes 2 and 923 4,53
Investment in SHPS, Incorporated, at ¢ 2,08¢ 2,08¢
Other 1,892 2,88¢
$26,05¢ $32,17:

Note 12. Accrued Employee Compensation and Benefits

Accrued employee compensation and benefitsisbaf the following (in thousands):

December 31,

2007 2006
Accrued compensatic $17,97: $11,21:
Accrued bonus and commissic 8,35¢ 7,762
Accrued vacatiol 9,01¢ 8,93(
Accrued employment taxe 7,53¢ 7,372
Other 3,36: 4,27:
$46,24* $ 39,54¢
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Note 13. Deferred Revenue

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

December 31

2007 2006
Future servict $28,57: $ 25,40:
Penalties and holdbac 3,251 5,321
$31,82: $30,72¢

Note 14. Other Accrued Expenses and Current Liabities

Other accrued expenses and current liabildiessist of the following (in thousands):

December 31,

2007 2006
Accrued legal and professional fe $ 3,291 $ 2,73¢
Accrued roadside assistance claim ci 2,04 1,801
Deferred tax liability (Note 17 2,86 73
Accrued telephone charg 64C 441
Accrued ren 51¢ 564
Forward contracts (Note | 18¢ —
Other 4,58¢ 3,93t

$14,13: $ 9,55t

Note 15. Borrowings

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

The Credit Facility, which includes certaindncial covenants, may be used for general compraposes including acquisitions, share
repurchases, working capital support, and lettecsaalit, subject to certain limitations. The Cidelacility, including the multi-currency
subfacility, accrues interest, at the Company’sooptat (a) the Base Rate (defined as the highéheofender’s prime rate or the Federal Funds
rate plus 0.50%) plus an applicable margin up 50%, or (b) the London Interbank Offered Rate (“OR”) plus an applicable margin up to
1.25%. Borrowings under the swingline subfacilitgraue interest at the prime rate plus an applicataggin up to 0.50% and borrowings under
the letter of credit subfacility accrue interesthat LIBOR plus an applicable margin up to 1.2586adldition, a commitment fee of up to 0.25%
is charged on the unused portion of the CreditllBacin a quarterly basis. The borrowings under@nedit Facility, which will terminate on
March 14, 2010, are secured by a pledge of 65%eo§tock of each of the Company’s active direatifpr subsidiaries. The Credit Facility
prohibits the Company from incurring additional étdedness, subject to certain specific exclusibhsre were no borrowings in 2007 and no
outstanding balances as of December 31, 20078810 million availability on the Credit Facility.

Note 16. Accumulated Other Comprehensive Income (ls3)

The Company presents data in the Consolidataigments of Changes in Shareholders’ Equity éora@ance with SFAS No. 130 (SFAS
130),“Reporting Comprehensive IncomeSFAS 130 establishes rules for the reporting ofm@inensive income (loss) and its components.
The components of other accumulated comprehensdggrie (loss) consist of the following (in thousgnds
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Balance at January 1, 200!
Pre tax amour
Reclassification to net incon

Balance at December 31, 20C
Pre tax amour
Tax benefil
Reclassification to net incon

Balance at December 31, 20C
Pre tax amour
Tax provision
Reclassification to net incon
Foreign currency translatic

Balance at December 31, 20C

Foreign Unrealized Unrealized Gain
Currency Actuarial Gain (Loss) on Cash
Translation (Loss) Related to Flow Hedging
Adjustment Pension Liability Instruments Total
$ 4,871 — $ — $ 4,871
(8,540) — — (8,540)
234 — — 234
(3,435 — — (3,435
10,39¢ (1,607 — 8,78¢
— 563 — 563
(48) — — (48)
6,917 (1,049 — 5,86¢
23,19t 4,16¢€ 13,82 41,18
(809 (2,697 (3,496
(13 43 (6,128 (6,099
197 (197) — —
$30,29: $ 2,16 $ 5,00( $37,45]

Earnings associated with the Company’s investsin its subsidiaries are considered to be peently invested and no provision for
income taxes on those earnings or translation ardpras has been provided.

Note 17. Income Taxes

The income (loss) before provision (benefit)ihcome taxes includes the following componeintsHousands):

Domestic (U.S., state and loc
Foreign

Total income before provision for income ta:

Significant components of the income tax ps@n (benefit) are as follows (in thousands):

Current:
U.S. federa
State and loce
Foreign

Total current provision for income tax

Deferred:
U.S. federa
State and loce
Foreign

Total deferred (benefit) provision for income ta
Total provision for income taxe
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Years Ended December 31,

2007 2006 2005
$ (7,426 $ 55¢ $ (1,869
61,47 50,90¢ 30,96
$54,05! $51,45¢ $29,10:

Years Ended December 31,

2007 2006 2005
$ 40z $ 107 $ —
66 — —
13,61: 8,831 7,09¢
14,08¢ 8,93¢ 7,09¢
57 977 —
7 (99 —
42 (685) 1,407
10€ 19¢ 1,407
$14,19: $ 9,13¢ $ 5,69t
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The temporary differences that give rise gmicant portions of the deferred income tax psism (benefit) are as follows (in thousands):

Years Ended December 31

2007 2006 2005
Accrued expense $ (957) $ (3,119 $ 38C
Net operating loss and tax credit carryforwe 1,46 (3,31¢ 75¢
Depreciation and amortizatic 43t 47¢ (427)
Deferred revenu 39¢ (339 (310
Deferred statutory incon (631) 163 (57€)
Valuation allowanct (1,249 6,46( (1,589
Other 64C (137) 35t
Total deferred provision (benefit) for income ta $ 10€ $  19¢ $ (1,409

The reconciliation of income tax provision quuied at the U.S. federal statutory tax rate taQbmpany’s effective income tax provision is

as follows (in thousands):

Years Ended December 31

2007 2006 2005

Tax at U.S. statutory ra $18,91" $18,01: $10,18¢
State income taxes, net of federal tax bel 3 a73) (36)
Tax holidays (6,499 (7,544 (2,265
Change in valuation allowance, net of related ddjests 2,64( 2,65¢ 1,487
Foreign rate differentie (7,025 (3,859 (4,019
Changes in uncertain tax positic 1,08 — —
Permanent difference 3,12¢ (670 (337)
Foreign withholding and other tax 1,34« 84¢ 631
Other 601 (137) 48

Total provision for income taxe $14,19; $ 9,13¢ $ 5,69t

Deferred income taxes reflect the net taxatéfef temporary differences between the carryingant of assets and liabilities for financial
reporting purposes and the amounts used for indaras. A provision for income taxes has not beedenfar the undistributed earnings of
foreign subsidiaries of approximately $325.1 miiliat December 31, 2007, that are permanently retadén foreign business operations.
Determination of any unrecognized deferred taxiliigtfor temporary differences related to investmgein foreign subsidiaries that are
essentially permanent in nature is not practicakiie. Company repatriated $12.0 million from itsefign subsidiaries in 2007. The amount was
primarily previously taxed income to the U.S.

The Company has been granted tax holidayseifPhilippines, El Salvador, India and Costa Ridee tax holidays have various expiration
dates primarily from 2008 through 2018. Upon expirg the Company intends to seek renewals of tteesholidays, where possible. The
Company’s tax holidays decreased the provisiomnitome taxes by $6.5 million ($0.16 per dilutedrsha$7.5 million ($0.19 per diluted
share) and $2.3 million ($0.06 per diluted shaoe}lie years ended December 31, 2007, 2006 andr28pBctively.

The temporary differences that give rise gmsicant portions of the deferred tax assets @tllities as of December 31, 2007 and 2006,
respectively, are presented below (in thousands):

December 31,

2007 2006
Deferred tax assets
Accrued expense $ 6,047 $ 5,14¢
Net operating loss and tax credit carryforwe 44,07¢ 46,58¢
Depreciation and amortizatic 10,36¢ 11,01¢
Deferred revenu 2,63¢ 3,03¢
Valuation allowanct (34,029 (35,26))
29,10¢ 30,517
Deferred tax liabilities:
Accrued liabilities (2,259 (2,259
Depreciation and amortizatic (9,430 (9,647)
Deferred statutory incon (4,959 (2,089)
(15,64) (12,990
Net deferred tax asse $ 13,46 $ 17,527
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December 31,

2007 2006

Classified as follows:
Prepaid expenses and other current assets (N $ 5,78( $ 5,38t
Deferred charges and other assets (Note 14,757 16,91(
Other accrued expenses and current liabilities €Ndf) (2,867 (75)
Other lon¢term liabilities (4,207 (4,699
Net deferred tax asset: $13,46: $17,52

SFAS 109 requires a valuation allowance taicedhe deferred tax assets reported if, basedeoweight of the available evidence, both
positive and negative, for each respective tasgliction, it is more likely than not that some jmrtor all of the deferred tax assets will not be
realized. At December 31, 2007, management hasndiged that a valuation allowance of approxima&3y.0 million is necessary to reduce
U.S. deferred tax assets by $10.4 million and fpreleferred tax assets by $23.6 million.

There is approximately $133.2 million of tineame tax loss carryforwards at December 31, 200vhah $90.6 million relates to foreign
operations and $42.6 million relates to the U.Sth warying expiration dates. For U.S. purposesetoperating loss carryforward of
approximately $42.6 million as well as $3.9 milliohtax credits are available at December 31, Z60¢arryforward, with the latest expiration
date ending December 31, 2025. Of this $42.6 miltiarryforward, $10.1 million is limited as it r&#s to net operating loss carryforwards of a
domestic subsidiary acquired in prior years. Foeifgn purposes, $60.6 million of the net operatoss carryforwards have an indefinite
expiration date and the remaining $30.0 million oggrating loss carryforwards have varying expmratiates through December 2029

The Company is currently under examinationhgyU.S. Internal Revenue Service for certain &@arg. An examination of the Company’s
U.S. tax returns through July 31, 2002 was conalugliéh a “no change” result. The tax years enddyl 31, 2003, December 31, 2003 and
December 31, 2004 are in their final stages ancCtirapany is not aware of any proposed changesfoyaar. Certain German subsidiaries of
the Company are under appeal from prior examinagsnlts by the German tax authorities for pericagering 1996 through 2000. For tax
years 2001 through 2004, audit results have beeredgipon with its German partnership entities @cd&nber 2007. This result was the {
step in a two-step process that involves two Geremdities. The conclusion of the second step icipated for the first quarter of 2008. No
material adjustments are anticipated at the fiesblution of this two step audit process. Additibpaertain Canadian subsidiaries are under
examination by Canadian tax authorities for theytaars covering 2002 through 2003 and a Philippinesidiary is being audited by the
Philippine tax authorities for tax years 2004 thiglh2006. The Company’s Scotland subsidiaries agemaudit for the tax year 2005. The
Indian tax authorities have issued an assessmetitéddax year ended March 31, 2004 and are alamigng the tax year ended March 31,
2005.

The Company adopted the provisions of FASBrprietation 48 (FIN 48), Accounting for Uncertainty in Income TaXesn January 1,
2007 and recognized a $2.7 million liability forrenognized income tax benefits, including inteeesl penalties, which was accounted for as a
reduction to the January 1, 2007 balance of reteé@enings. This adjustment to the beginning baaricetained earnings includes
$1.3 million related to transfer pricing penaltieat may be applicable in connection with an incaexeaudit of our Indian subsidiary.

As of December 31, 2006, prior to the adoptbRIN 48, the Company had a contingent incomditbility of $4.2 million, consisting of
amounts for subsidiaries located in both the Anaerignd EMEA segments that are accounted for irofirectaxes payable” in the
accompanying Consolidated Balance Sheet.

Upon adoption of FIN 48 as of January 1, 2@6& ,Company had $9.1 million of unrecognized tarddits (including $4.6 million benefit
net operating loss carryforwards that were previotecognized as deferred tax assets with a fullateon allowance). If the Company
recognized these tax benefits, approximately $4liomand related interest and penalties wouldfably impact the effective tax rate.

As of December 31, 2007, the Company had $llfbn of unrecognized tax benefits, a net deceeals$3.7 million from $9.1 million as of
January 1, 2007. This decrease relates primariflgdaecognition of tax benefits as a result ofvaofable lower court ruling in 2007. This net
decrease of $3.7 million had no impact on the ¢ffedax rate as it was offset by a full valuateltowance. If the Company recognized these
tax benefits, approximately $5.1 million and rethieterest and penalties would favorably impacteffective tax rate. The Company believes
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it is reasonably possible that its unrecognizedxefits will decrease or be recognized in the teglve months by up to $1.0 million due to
transfer pricing and the classification of taxiatites related to intercompany accounts that weltdsolved under audit or appeal in various tax
jurisdictions.

The Company recognizes interest and penak#iaged to unrecognized tax benefits in the provigor income taxes. The Company had
$3.0 million and $2.4 million accrued for interestd penalties as of December 31, 2007 and Janu2607, respectively. Of the accrued
interest and penalties at December 31, 2007 antgadad, 2007, $2.2 million and $1.8 million, respealy, relate to statutory penalties. The
amount of interest and penalties recognized iratttdmpanying Consolidated Statements of Operat@ribe years ended December 31, 2007
and 2006 was $0.6 million and $0.6 million, respedy.

The tabular reconciliation of the amounts facognized net tax benefits for the year endecebéer 31, 2007 is presented below (in
thousands):

Amount
Gross unrecognized tax benefits as of January 1 2DQdate of adoption) $ 9,09t
Prior period tax position decreas (4,110
Current period tax position increas 22C
Decrease from settlements with tax authori (235
Foreign currency translatic 38€
Gross unrecognized tax benefits as of December 2007 $ 5,35¢

The Company files income tax returns in th8.l&nd foreign jurisdictions. The following tableepents the major tax jurisdictions and tax
years that are open as of December 31, 2007 anfecstd examination by the respective tax authesi

Tax Jurisdiction Tax Year Ended

Canade 2002 to preser

Costa Rice 2003 to preser

Germany 1996 to preser

India 2003 to preser

Philippines 2004 to preser

Scotlanc 2001 to preser

United State: (1997 to 1999)* and 2002 to prest

* These tax years are open to the extent of the ldetaling Loss carryforward amou

Note 18. Termination Costs Associated With Exit Advtities

On November 3, 2005, the Company committea ptan (the “Plan”) to reduce its workforce by appmately 200 people in one of its
European customer contact management centers maagrin response to the October 2005 contractygtation of a technology client
program, which generated annual revenues of appaiely $12.0 million. The Company substantially pdeted the Plan by the end of the
third quarter of 2007. Total charges related toRfen were $1.4 million. These charges include @gprately $1.2 million for severance and
related costs and $0.2 million for other exit co$tse Company ceased using certain property aniprgunt estimated at $0.2 million, and
depreciated these assets over a shortened usefuliich approximated eight months. As a reshi, Company recorded additional
depreciation of approximately $0.2 million during@. The Company reversed previously accrued textioim costs of less than $0.1 million
“Direct salaries and related costs” in the accompanConsolidated Statement of Operations for 280& to a change in estimate. Termination
costs of $0.7 million are included in “Direct sarand related costs” for 2006. Cash paymenttekta termination costs made totaled $0.6
million and $0.6 million for 2007 and 2006, respeely. Termination costs to date approximate $lilian as of December 31, 2007 with c¢
payments to date of $1.2 million.

On January 19, 2005, the Company announcisl workforce that, as part of its continued effad optimize assets and improve operating
performance, it would migrate the call volumesta tustomer contact management services and relpézdtions from its Bangalore, India
facility, a component of the Company’s Americasrsegt, to other offshore facilities. Before the ptdrmigration, the Company’s Bangalore
facility generated approximately $0.9 million irvesmue in the first quarter of 2005, the last fulager of operations. The Company
substantially completed the plan of migration, itthg the redeployment of site infrastructure dm@recruiting, training and
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ramping-up of agents associated with the migradioBangalore call volumes to other offshore faiglt in the second quarter of 2005. In
connection with this migration, the Company ternénlad 13 employees and accrued over their remasengce period an estimated liability
for termination costs of $0.2 million based on fhie value as of the termination date, in accoréaBEAS No. 146 (SFAS 146)Atcounting
for Costs associated with Exit or Disposal Acteg.” These termination costs are included in “Dirsalaries and related costs” in the
accompanying Consolidated Statement of Operatimn2d05. Cash payments related to these terminatists totaled $0.2 million during
2005.

Note 19. Restructuring and Other Charges
2002 Charges

In October 2002, the Company approved a refstring plan to close and consolidate two U.S. tlanee European customer contact
management centers, to reduce capacity within tliegean fulfillment operations and to write-off &zén specialized e-commerce assets
primarily in response to the October 2002 notifimaiof the contractual expiration of two technolagignt programs in March 2003 with
approximate annual revenues of $25.0 million. Tésructuring plan was designed to reduce costband the Company'’s infrastructure in-
line with the current business environment. Relabeithese actions, the Company recorded restractad other charges in 2002 of
$20.8 million primarily for the write-off of certaiassets, lease termination and severance cosisnirection with the 2002 restructuring, the
Company reduced the number of employees by 470g@002 and 330 during 2003. The plan was subathntiompleted by the end of 2003.

In connection with the contractual expiratafrthe two technology client contracts previouslgntioned, the Company also recorded
additional depreciation expense of $1.2 millior2002 and $1.3 million in 2003 primarily relatedetepecialized technology platform, which
was no longer utilized upon the expiration of thatcacts in March 2003.

The following tables summarize the 2002 plaecraed liability for restructuring and other chasgand related activity in 2005 and 2002 to
2004 (in thousands) (no activity in 2007 or 2006):

Balance a Other Balance at
January 1, Cash Non-Cash December 31

2005 Outlays Changes®) 2005
Severance and related ca $ 10€ $ (39 $ (72 $ —
Other restructuring cos 28E (43) (242) —
$ 391 $ (7)) $ (319 $ =
Other Balance at
Cash Non-Cash December 31

Charges Outlays Changes 2004
Severance and related ca $ 5,012 $(4,137) $ (77490 $ 10€
Lease termination cos 1,827 (1,886 59(24) —
Write-down of property, equipment and capitalized ¢ 12,017 — (12,01 —
Other restructuring cos 1,95¢ (1,806) 1326) 28t
$20,81¢ $(7,829) $(12,599 $ 391

(1) During 2005, the Company reversed $0.3 million tedisto severance and related costs and certainraflosing costs associate
primarily with the closure of certain European cact management cente

(2) During 2004, the Company reversed $0.1 million tedisto the remaining lease termination and closiogts for two of its Europe:
customer contact management centers and one Eundpddiment center

(3) During 2003, the Company reversed $0.8 milliorhefseverance accrual related to the final termimatsettlement for the closure of t
of its European customer contact management ceatetone European fulfillment cent

(4) During 2003, the Company recorded $0.1 million ddiional lease termination costs primarily relatedthe final settlement of the le¢

for one of its European customer contact managememters
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(5) During 2003, the Company recorded $0.3 million dd&ional site closure costs related to one oltsopean customer conte
management centers offset by $0.1 million for wersal of the remaining site closure costs foGigdashiels, Scotland print facility and
its Scottsbluff, Nebraska facility, which were bstid in 2003

2000 Charges

The Company recorded restructuring and otharges during the second and fourth quarters o 2pproximating $30.5 million. The
second quarter restructuring and other chargesajppating $9.6 million resulted from the Compangtnsolidation of several European and
one U.S. fulfilment center and the closing or adigation of six technical staffing offices. Incled in the second quarter 2000 restructuring
and other charges was a $3.5 million lease termimagayment to the founder and former Chairmarnef@ompany related to the termination
of a ten-year operating lease agreement for ukésgdrivate jet. As a result of the second quat@80 restructuring, the Company reduced the
number of employees by 157 during 2000 and satisfie remaining lease obligations related to theed facilities during 2001.

The Company also announced, after a compreleres/iew of operations, its decision to exit egrtnon-core, lower margin businesses to
reduce costs, improve operating efficiencies ardgmn its core competencies of technical suppostomer service and consulting solutions.
As a result, the Company recorded $20.9 milliorestructuring and other charges during the foudirgr of 2000 related to the closure of its
U.S. fulfillment operations, the consolidation tsf Tampa, Florida technical support center anc#iteof its worldwide localization operations.
Included in the fourth quarter 2000 restructuring ather charges is a $2.4 million severance paynedated to the employment contract of
Company'’s former President. In connection withfthath quarter 2000 restructuring, the Company cedithe number of employees by 245
during the first half of 2001 and satisfied a sfipaint portion of the remaining lease obligatioakated to the closed facilities during 2001.

The following tables summarize the 2000 plecraed liability for restructuring and other chas@ad related activity in 2005 and 2000 to
2004 (in thousands) (no activity in 2007 or 2006):

Balance a Other Balance at
January 1, Cash Non-Cast December 31
2005 Outlays Changes 2005

Severance and related ca $ 87 $ 8 $ — $ —
Balance a Other Balance at
January 1, Cash Non-Cash December 31

2000 Charges Outlays Changes 2004

Severance and related co $ — $ 3,974 $(3,812) $ (75 @3 $ 87
Lease termination cos — 5,40¢ (5,289 (1200 @ —
Write-down of property, equipmel — 14,19: — (14,19) —
Write-down of intangible asse — 6,08¢ — (6,086 —
Other restructuring cos — 813 (813 — —
$ — $30,46¢ $(9,909) $(20,477) $ 87

(1) During 2003, the Company reversed accruals relatethe final settlement of lease termination cc

(2) During 2002, the Company recorded $0.2 million dd&ional severance and related costs primarily duelelays in closing its U..
fulfilment center, which increased the cash outlaguirements for severanc

(3) During 2001, the Company reduced the original samee accrual by $0.3 million for severance paymeduotsto the Compa’s former
president.
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Note 20. Earnings Per Share

Basic earnings per share is based on the vegigtverage number of common shares outstandirggdilne periods. Diluted earnings per
share includes the weighted average number of canghares outstanding during the respective pedadghe further dilutive effect, if any,
from stock options, stock appreciation rights, niestd stock, common stock units and shares heddrabbi trust using the treasury stock
method. For the years ended December 31, 2007, &20D@005, the impact of outstanding options taipase shares of common stock and
stock appreciation rights of 0.1 million, 0.1 nolti and 0.5 million, respectively, were antidilutamed were excluded from the calculation of
diluted earnings per share.

The numbers of shares used in the earningsha@e computation are as follows (in thousands):

Years Ended December 31,

2007 2006 2005
Basic:
Weighted average common shares outstan 40,38 39,82¢ 39,20¢
Diluted:
Dilutive effect of stock options, stock appreciatigghts, common stock units and
shares held in a rabbi tru 312 39C 332
Total weighted average diluted shares outstan 40,69¢ 40,21¢ 39,53¢

On August 5, 2002, the Company'’s Board of €tives authorized the Company to purchase up te timiion shares of its outstanding
common stock. A total of 1.6 million shares haverbeepurchased under this program since inceplioa.shares are purchased, from time to
time, through open market purchases or in negatiptirate transactions, and the purchases are lastttors such as, including but not
limited to, the stock price and general market @orgs. During 2007, 2006 and 2005, the Companyenazlpurchases under the 2002
repurchase program. Subsequent to December 31, #@80Company cancelled all of its Treasury Stdtle cancellation of the Treasury Stc
did not impact the Company'’s results of operations.

Note 21. Commitments and Contingencies

The Company leases certain equipment andibgddunder operating leases having original teranging from one to twenty-five years,
some with options to cancel at varying points dyitime lease. The building leases contain up toftvesyear renewal options. Rental expense
under operating leases for the years ended Dece3db@007, 2006 and 2005 was approximately $20libmi$17.3 million, and
$16.5 million, respectively.

The following is a schedule of future minimuemtal payments under operating leases having ainémg non-cancelable term in excess of
one year subsequent to December 31, 2007 (in thdgka

Total

Year Ending December 31, Amount
2008 $14,89:
2009 6,431
2010 4,54¢
2011 2,59
2012 1,82¢
Thereaftel 8,29¢

Total minimum payments requirt $ 38,58¢

A lease agreement, relating to the Companyssazner contact management center in Ireland, oengacancellation clause which requires
the Company, in the event of cancellation, to mestbe facility to its original state at an estigghtost of $0.7 million as of December 31, 2007
and pay a cancellation fee of $0.6 million, whigipeximates two annual rental payments under @sel@agreement. As of December 31, 2
the Company had no plans to cancel this lease mgmte Therefore, the Company does not expect teraak payments under this agreement
and, accordingly, has not recorded a liabilityia accompanying Consolidated Balance Sheets.

The Company enters into agreements with thandy vendors in the ordinary course of businessrelby the
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Company commits to purchase goods and servicesinstsdhormal operations. These agreements, wériemot cancelable, generally range
from one to five year periods and contain fixedndnimum annual commitments. Certain of these agesesnallow for renegotiation of the
minimum annual commitments based on certain cati

The following is a schedule of future minimgparchases remaining under the agreements as ofribece31, 2007 (in thousands):

Total
Year Ending December 31, Amount
2008 $ 6,33(
2009 1,52¢
2010 1,17:
2011 1,15¢
Total minimum payments requirt $10,18:

From time to time, during the normal coursdwosiness, the Company may make certain indemnp@igsmitments and guarantees under
which it may be required to make payments in refato certain transactions. These include, buhatdimited to: (i) indemnities to clients,
vendors and service providers pertaining to cléiased on negligence or willful misconduct of thepany and (ii) indemnities involving
breach of contract, the accuracy of representatiodswarranties of the Company, or other liabgitessumed by the Company in certain
contracts. In addition, the Company has agreenvemeseby it will indemnify certain officers and diters for certain events or occurrences
while the officer or director is, or was, serviriglee Company’s request in such capacity. The imdécation period covers all pertinent events
and occurrences during the officer’s or diredtdifetime. The maximum potential amount of futpayments the Company could be require
make under these indemnification agreements isniteldl; however, the Company has director and affilcgurance coverage that limits its
exposure and enables it to recover a portion offatye amounts paid. The Company believes theiggigke insurance coverage is generally
adequate to cover any estimated potential liahilitger these indemnification agreements. The mgjofithese indemnities, commitments and
guarantees do not provide for any limitation of thaximum potential for future payments the Compamyld be obligated to make. The
Company has not recorded any liability for theskemnities, commitments and other guarantees iachempanying Consolidated Balance
Sheets. In addition, the Company has some clienttacts that do not contain contractual provisifmmghe limitation of liability, and other
client contracts that contain agreed upon excegtiotimitation of liability. The Company has netcorded any liability in the accompanying
Consolidated Balance Sheets with respect to aeptationtracts under which the Company has or mag balimited liability.

The Company has previously disclosed regujatanctions assessed against our Spanish subsidiating to the alleged inappropriate
acquisition of personal information in connectioithtwo outbound client contracts. In order to agpbese claims, the Company issued a
guarantee of $0.9 million. As of December 31, 2@h&,Company included the bank guarantee as restra@sh in “Deferred charges and other
assets” in the accompanying Consolidated BalaneetSithe Company will continue to vigorously defénelse matters. However, due to
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 cotivssCompany accrued a provision in the amouftldd million as of December 31, 2007
under SFAS No. 5, Accounting for Contingenciésbecause management now believes that a loss ialgeoand the amount of the loss cal
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, that Company has not accrued any amounts relateithier of those claims because manage
does not currently believe a loss is probable,itischot currently possible to reasonably estimthteamount of any loss related to those two
claims.

The Company from time to time is involved ther legal actions arising in the ordinary courkbusiness. With respect to these matters,
management believes that it has adequate legaisefeand/or provided adequate accruals for retatstd such that the ultimate outcome will
not have a material adverse effect on the Compdmgscial position or results of operations.
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Note 22. Pension and Other Post-Retirement Benefits
Defined Benefit Pension Plan

The Company sponsors a non-contributory ddflienefit pension plan (the “Pension Plan”) foritsployees in the Philippines. The
Pension Plan provides defined benefits based ors yéaervice and final salary. All permanent engpkss meeting the minimum service
requirement are eligible to participate in the Rem&lan. As of December 31, 2007, the Pension Wesunfunded. The Company does not
expect to make cash contributions to its Pensian Buring 2008.

The following tables provide a reconciliatiohthe change in the benefit obligation for the $ten Plan and the net amount recognized ii
accompanying Consolidated Balance Sheets (in tinois3a

For the Years Ended
December 31,

2007 2006
Beginning benefit obligatio $ 3,45t $ 1,54¢
Service cost (9) 34¢
Interest cos 30& 18¢
Actuarial (gain) los: (4,16€) 1,17¢
Effect of foreign currency translatic 76€ 201
Ending benefit obligation $ 35: $ 3,45t
Unfunded statu $ (35: $ (3,455
Net amount recognizec $ (35% $ (3,45¢

1 Service cost for 2007 includes a change in estifftatthe assumptions related to the employee tienmte.

The net amount recognized consists of accoeeefit costs of $0.4 million and $3.5 million g<D®ecember 31, 2007 and 2006, respecti
and is included in “Other long-term liabilities” the accompanying Consolidated Balance Sheets.

Weighted-average actuarial assumptions usddtermine the benefit obligations and net peribeicefit cost for the Pension Plan were as
follows:

For the Years Ended
December 31,

2007 2006 2005
Discount rate 8.2% 8.2% 12.(%
Rate of compensation incree 5.0%— 10.(% 8.C% 8.C%

The Company evaluates these assumptions erialjz basis taking into consideration currentkatconditions and historical market data.
The discount rate is used to calculate expecteddwtash flows at a present value on the measutetat) which is December 31. This rate
represents the market rate for high-quality fixecbime investments. A lower discount rate wouldéase the present value of benefit
obligations. Other assumptions include demografattitors such as retirement, mortality and turnover.

The following table provides information abdlé net periodic benefit cost and other accumdlatenprehensive income for the Pension
Plan (in thousands):
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For the Years Ended December 31,

2007 200¢€ 200¢
Service cos $ 9) $ 34¢ $ 32
Interest cos 30¢E 18¢ 101
Recognized actuarial loss 43 7 —
Net periodic benefit co: 33¢ 542 421
Unrealized net actuarial (gain) loss, net of (2,16%) 1,044 —
Total recognized in net periodic benefit cost atttkpaccumulated comprehensive incc $ (1,820 $ 1,58 $ 421

The estimated future benefit payments, whidlect expected future service, as appropriateaafellows (in thousands):

Year Ending December 31 Amount
2008 $ —
2009 $ —
2010 $ 2
2011 $ 3
2012 $ —
2013 through 201 $19¢

In December 2006, the Company adopted thegretton provisions of SFAS No. 158 (“SFAS 158”"Employers’ Accounting for Defined
Benefit Pension and Other Postretirement Pl— an amendment of FASB Statements No. 87, 88,ntD632(R)"resulting in a $1.0 million
non-cash charge to equity related to unrealizedgbaiet losses, net of tax of $0.6 million, and a6Hhillion non-cash increase in other long-
term liabilities, which represents the Pension Rlamderfunded status. The Company expects to rem§a.1 million of net actuarial gains
a component of net periodic benefit cost in 2008.

Employee Retirement Savings Plan

The Company maintains a 401(k) plan coveriefingéd employees who meet established eligibityuirements. Under the plan provisions,
the Company matches 50% of participant contribgtimna maximum matching amount of 2% of participamhpensation. The Company
contribution was $0.7 million, $0.7 million and $0nillion for the years ended December 31, 2000624nd 2005, respectively.

Post-Retirement Defined Contribution Healthcare Pla

On January 1, 2005, the Company establisiastRetirement Defined Contribution Healthcare Planefiagible employees meeting cert
service and age requirements. The plan is fullgéahby the participants and accordingly, the Commles not recognize expense relating to
the plan.

Note 23. Stock-Based Compensation

A detailed description of each of the Comparstbck-based compensation plans is provided bétmding the 2001 Equity Incentive
Plan, the 2004 Non-Employee Director Fee Plan hadeferred Compensation Plan. Sthelsed compensation expense related to these
which is included in “General and administrative’sts primarily in the Americas in the accompany@ansolidated Statements of Operations,
was $4.2 million, $2.5 million and $0.4 million ftre years ended December 31, 2007, 2006 and B&}iectively. There were no related
income tax benefits recognized in the accompan@ogsolidated Statements of Operations for years@&bdcember 31, 2007, 2006 and 2
In addition, the Company realized the benefit @daductions in excess of recognized tax benefi2al million and $30 thousand from the
exercise of stock options in the years ended Deeef@ib, 2006 and 2005, respectively (none in 200f¢re were no capitalized stock-based
compensation costs at December 31, 2007, 2006 Go&l 2

2001 Equity Incentive Plan—The Company’s 2001 Equity Incentive Plan (the “PJawhich is shareholdeapproved, permits the grant
stock options, stock appreciation rights, restdat®ck and other stock-based awards to certairiogiegs of the Company, and certain non-
employees who provide services to the Companyyiao
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7.0 million shares of common stock in order to emage them to remain in the employment of or tmelitly provide services to the Company
and to increase their interest in the Company’'sass:

Stock Options— Options are granted at fair market value on thie df the grant and generally vest over one toyears. All options
granted under the Plan expire if not exercisechiyténth anniversary of their grant date. Thevalue of each stock option award is estimated
on the date of grant using the Black-Scholes vadnahodel that uses various assumptions. The &irevof the stock option awards is
expensed on a straight-line basis over the vegmigpd of the award. Expected volatility is basedhstorical volatility of the Company’s
stock. The risk-free rate for periods within thextactual life of the award is based on the yieldse of a zero-coupon U.S. Treasury bond on
the date the award is granted with a maturity etutie expected term of the award. Exercises aridifures are estimated within the valua
model using employee termination and other histbdata. The expected term of the stock option dsvgranted is derived from historical
exercise experience under the Plan and represenpetiod of time that stock option awards gramtedexpected to be outstanding. No stock
options were granted during the years ended Dece&ih@007, 2006 and 2005.

The following table summarizes stock optiotivity under the Plan as of December 31, 2007 andHe year then ended:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Term Value
Stock Options (000s) Price (in years) (000s)
Outstanding at January 1, 20 58¢ $ 13.1:¢
Granted — —
Exercisec (72) 6.71
Forfeited or expires (28 22.81
Outstanding at December 31, 200 484 $ 13.4¢ 2.9 $ 2,181
Vested or expected to vest at December 31, 2C 484 $ 13.4¢ 2.9 $ 2,181
Exercisable at December 31, 20C 484 $ 13.4¢ 2.9 $ 2,181

There is no intrinsic value for options exsed in the three years ended December 31, 2008,&1D2005 since the exercise price of the
options is the same as the market price of thenlyidg stock on the date of grant.

All stock options under the Plan were fullysted as of December 31, 2007 and there is no ugmésed compensation cost related to these
options granted under the Plan (the effect of exdtgh forfeitures is not material.) The total faatwe of stock options vested during the years
ended December 31, 2006 and 2005 was $0.8 millidr8.6 million, respectively (none in 2007).

Cash received from stock options exercisecuatl stockbased compensation plans for the years ended Dec&dhh2007, 2006 and 20
was $0.5 million, $4.3 million and $0.8 million,s@ectively. The actual tax benefit realized for tdvedeductions from these stock option
exercises totaled $2.4 million for the year ended@nber 31, 2006 (not material for 2007 and 2005.)

Stock Appreciation Rights— The Company’s Board of Directors, at the recomaagion of the Compensation and Human Resource
Development Committee (the “Committee”), approwesi@s of stock-settled stock appreciation righ&ARs”) for eligible participants. SAF
represent the right to receive, without paymenh&aCompany, a certain number of shares of comrumk,sas determined by the Committee,
equal to the amount by which the fair market vaifia share of common stock exceeds the grant ptitlee time of exercise.

The SARs are granted at fair market valudnef@ompany’s common stock on the date of the grnadtvest one-third on each of the
anniversaries of the date of grant, provided thégjant is employed by the Company on such dete. SARs have a term of 10 years from
the date of grant. In the event of a change inrogrthe SARs will vest on the date of the changedntrol, provided that the participant is
employed by the Company on the date of the chamgeritrol.
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The SARs are exercisable within three monftes ¢he death, disability, retirement or terminatof the participant’s employment with the
Company, if and to the extent the SARs were exabbésimmediately prior to such termination. If fherrticipant’s employment is terminated
for cause, or the participant terminates his ordvan 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 onddie of grant using the Black-Scholes valuatiomehthat uses various assumptions. The fair
value of the SARs is expensed on a straight-lirgéshaver the requisite service period. Expectedtility is based on historical volatility of the
Company'’s stock. The risk-free rate for periodshwithe contractual life of the award is basedheytield curve of a zero-coupon U.S.
Treasury bond on the date the award is grantedamittaturity equal to the expected term of the awlaxercises and forfeitures are estimated
within the valuation model using employee termioatand other historical data. The expected terth@SARs granted represents the peric
time the SARs are expected to be outstanding.

The following table summarizes the assumptigsed to estimate the fair value of SARs grantethduhe year ended December 31, 2007
and 2006 (no SARs were granted in 2005):

Years Ended
December 31,

2007 2006
Expected volatility 53% 61%
Weightec-average volatility 53% 61%
Expected dividend — —
Expected term (in year 4.C 3.8
Risk-free rate 4.5% 4.8%

The following table summarizes SARs activityder the Plan as of December 31, 2007 and forehe then ended:

Weighted
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Term Value
Stock Appreciation Rights (000s) Price (in years) (000s)
Outstanding at January 1, 2C 12€ $ —
Granted 121 —
Exercisec — —
Forfeited or expirel 4 —
Outstanding at December 31, 200 245 $ — 8.7 $ 464
Vested or expected to vest at December 31, 2C 24¢ $ — 8.7 $ 464
Exercisable at December 31, 20C 41 $ — 8.2 $ 14C

The weighted-average grant-date fair valutnefSARs granted during the year ended Decembet08T, and 2006 was $7.72 and $7.28,
respectively (no SARs were granted in 2005.) No SARre exercised during the years ended Decembh@08Z, 2006 and 2005.

The following table summarizes the statusafvested SARs under the Plan as of December 37, @@ for the year then ended:

Weighted

Average

Shares Grant-Date

Nonvested Stock Appreciation Rights (000s) Fair Value
Nonvested at January 1, 20 12¢€ $7.2¢
Grantec 121 $7.72
Vested (41 $7.2¢
Forfeited 4 $7.2¢
Nonvested at December 31, 20( 20z $7.54
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As of December 31, 2007, there was $1.0 milbbtotal unrecognized compensation cost, nestifrated forfeitures, related to nonvested
stock appreciation rights granted under the Plais Tost is expected to be recognized over a weitgnterage period of 1.8 years. For the
ended December 31, 2007, 41 thousand SARs vested (n 2006 or 2005).

Restricted Shares— The Company’s Board of Directors, at the recomm#adaf the Committee, approves awards of perforreaand
employment-based restricted shares (“RestrictedeSHefor eligible participants. In some instanogbgere the issuance of Restricted Shares
has adverse tax consequences to the recipierBotue will instead issue restricted stock units§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) restricdion transfer for a period of time and (b) forfegtunder certain conditions. The performance
goals, including revenue growth and income fromrafiens targets, provide a range of vesting polits#si from 0% to 100% and are measured
at the end of the performance period. If the penioice conditions are met for the performance petiwshares will vest and all restrictions
the transfer of the Restricted Shares will lapsén(¢he case of RSUs, an equivalent number ofeshaf the Company’s common stock will be
issued to the recipient). The Company recognizespemsation cost, net of estimated forfeitures, thasethe fair value (which approximates
the current market price) of the Restricted Shéard RSUs) on the date of grant ratably over theisite service period based on the
probability of achieving the performance goals. @es in the probability of achieving the performagoals from period to period will result
in corresponding changes in compensation experseemployment-based restricted shares vest orgedhieach of the first three
anniversaries of the date of grant, provided thégipant is employed by the Company on such date.

In the event of a change in control (as defimethe Plan) prior to the date the Restrictedr&haest, all of the Restricted Shares will vest
and the restrictions on transfer will lapse witBpect to such vested shares on the date of th@eliarcontrol, provided that participant is
employed by the Company on the date of the chamgeritrol.

If the participant’s employment with the Compas terminated for any reason, either by the Camypor participant, prior to the date on
which the Restricted Shares have vested and thrctiems have lapsed with respect to such vedteges, any Restricted Shares remaining
subject to the restrictions (together with any dérids paid thereon) will be forfeited, unless thexe been a change in control prior to such
date.

The weighted-average grant-date fair valuhefRestricted Shares/Units granted during the geded December 31, 2007 and 2006 was
$16.93 and $14.92 (no Restricted Shares/Units greneted in 2005.)

The following table summarizes the statusarivested Restricted Shares/Units under the Plafiecember 31, 2007 and for the year 1
ended:

Weighted

Average

Shares Grant-Date

Nonvested Restricted Shares/Units (000s) Fair Value
Nonvested at January 1, 20 30¢ $14.92
Grantec 22¢ $16.9:
Vested — $ —
Forfeited (99 $17.8¢
Nonvested at December 31, 20( 43¢ $15.6¢

As of December 31, 2007, based on the pralbabil achieving the performance goals, there w&® $illion of total unrecognized
compensation cost, net of estimated forfeiturdated to nonvested Restricted Shares/Units grameer the Plan. This cost is expected to be
recognized over a weighted-average period of 1larsydNone of the Restricted Shares/Units vesteidgltine years ended December 31, 2007,
2006 and 2005.

Other Awards— The Company’s Board of Directors, at the recomaagion of the Committee, approves awards of Com8tock Units
(“CSUs") for eligible participants. A CSU is a bdaeping entry on the Company’s books that recdrdsuivalent of one share of common
stock. If the performance goals described undetriRted Shares in this Note 23 are met, performdrased CSUs will vest on the third
anniversary of the grant date. The Company recegribmpensation cost, net of estimated forfeiturased on the fair value (which
approximates the current market price) of the C8tthe date of grant ratably over the requisiteisemeriod based on the probability of
achieving the performance goals. Changes in thiegtniity of achieving the performance goals from
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period to period will result in corresponding chasgn compensation expense. The employment-based @t one-third on each of the first
three anniversaries of the date of grant, provitiedbarticipant is employed by the Company on glatk. On the date each CSU vests, the
participant will become entitled to receive a shafrthe Company’s common stock and the CSU wiltaeceled.

The following table summarizes CSUs activibdar the Plan as of December 31, 2007, and chahgégy the year then ended:

Weighted

Average

Shares Grant-Date

Nonvested Common Stock Unit: (In thousands) Fair Value
Nonvested at January 1, 20 — $ —
Grantec 67 $16.3¢
Vested (1) $16.5(
Forfeited 8 $17.6¢
Nonvested at December 31, 20( 58 $16.21

As of December 31, 2007, there was $0.2 milbbtotal unrecognized compensation costs, nestinated forfeitures, related to nonvested
CSUs granted under the Plan. This cost is expeotbd recognized over a weighted-average periddlojears. During the years ended
December 31, 2007, 868 CSUs vested (none in 2006).

Until a CSU vests, the participant has nonthefrights of a shareholder with respect to th&) @6the common stock underlying the CSU.
CSUs are not transferable.

2004 NonrEmployee Director Fee Plar—The Company’s 2004 Non-Employee Director Fee Pla@ ‘2004 Fee Plan”), which is
shareholder-approved, replaced and supersede®®#teNon-Employee Director Fee Plan (the “1996 Hae?and was used in lieu of the
2004 Nonemployee Director Stock Option Plan (th@02 Stock Option Plan”). The 2004 Fee Plan provttiasall new non-employee
Directors joining the Board receive an initial graficommon stock units (“CSUs”") on the date thes irector is appointed or elected, the
number of which will be determined by dividing adldoamount to be determined from time to time by Board (currently set at $30,000) by
an amount equal to 110% of the average closingpri€ the Company’s common stock for the five mgdiays prior to the date the new
Director is appointed or elected. The initial grah€SUs will vest in three equal installments, -dinied on the date of each of the following
three annual shareholders’ meetings. A CSU is &hmmping entry on the Compasyooks that records the equivalent of one shacemimot
stock. On the date each CSU vests, the Directdibedome entitled to receive a share of the Comigasgmmon stock and the CSU will be
canceled. Until a CSU vests, the Director has radribe rights of a shareholder with respect to@$tJ) or common stock underlying the CSU.
CSUs are not transferable. The number of shareainémy available for issuance under the 2004 Faa Phnnot exceed 378 thousand.

Additionally, the 2004 Fee Plan provides tath non-employee Director receives on the day thféeeannual shareholders’ meeting, an
annual retainer for service as a hon-employee Rirethe amount of which shall be determined frametto time by the Board (currently set at
$50,000) to be paid 75% in CSUs and 25% in casb.ntimber of CSUs to be granted under the 2004 Reerll be determined by dividing
the amount of the annual retainer by an amountlequ#®5% of the average of the closing pricestiier Company’s common stock on the five
trading days preceding the award date (the day thiteannual meeting). The annual grant of CSUkwsdt in two equal installments, one-half
on the date of each of the following two annuakghalders’ meetings. There were grants of 18 thadisd0 thousand and 48 thousand CSUs
issued under the 2004 Fee Plan during the yeareddddcember 31, 2007, 2006 and 2005, respectiValyweighted-average grant-date fair
value of CSUs granted during the years ended DeeeB1h 2007, 2006 and 2005 was $19.19, $16.94 &&Y $respectively. During the years
ended December 31, 2007, 2006 and 2005, 35 thoud@rilousand and 31 thousand CSUs vested, resggatiith a fair value of
$0.7 million, $0.4 million and $0.3 million, respaely.

The following table summarizes the statusheftonvested CSUs under the 2004 Fee Plan as efibes 31, 2007 and for the year then
ended:
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Weighted

Average
Shares Grant-Date

Nonvested Common Stock Unit: (000s) Fair Value
Nonvested at January 1, 20 48 $ 12.2
Grantec 18 $ 19.1¢
Vested (35 $ 10.9¢
Forfeited — $ —
Nonvested at December 31, 20( 31 $ 17.6¢

Compensation expense for CSUs granted aeadioption of SFAS 123R on January 1, 2006, isgriced immediately on the date of gt
since these grants automatically vest upon terioinatf a Director’s service, whether by death,regtient, resignation, removal or failure to be
reelected at the end of his or her term. Howevanpensation expense for CSUs granted before adoptiSFAS 123R is recognized over the
requisite service period, or “nominal” vesting jperiof two to three years, in accordance with APB@&mpensation expense related to CSUs
granted before adoption of SFAS 123R was $0.1ani/lff0.3 million and $0.5 million for the years eddecember 31, 2007, 2006 and 2005,
respectively. As of December 31, 2007, there wasnrecognized compensation cost, net of estimatddifures, which relates to nonvested
CSUs granted under the 2004 Fee Plan before adopftiSFAS 123R.

Deferred Compensation Plan-The Company’s non-qualified Deferred Compensatiam fthe “Deferred Compensation Plan”), which is
not shareholder-approved, was adopted by the Bafdbitectors effective December 17, 1998 and amérmteMarch 29, 2006 and May 23,
2006. It provides certain eligible employees thiditglio defer any portion of their compensatiortilthe participant’s retirement, termination,
disability or death, or a change in control of @@mpany. Using the Company’s common stock, the Gommmatches 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 contribas and the associated earnings vest over a ge@aerservice period. Deferred
compensation amounts used to pay benefits, whigheld in a rabbi trust, include investments inas mutual funds and shares of the
Company’s common stock (See Note 7, Investmentd HeRabbi Trust.) As of December 31, 2007 and 20@@5ilities of $1.4 million and
$1.0 million, respectively, of the Deferred Compatian Plan were recorded in “Accrued employee cammpgon and benefits” in the
accompanying Consolidated Balance Sheets.

Additionally, the Company’s common stock madsisociated with the Deferred Compensation Plath, avcarrying value of approximately
$0.5 million and $0.4 million at December 31, 2@0id 2006, respectively, is included in “Treasuryc®t in the accompanying Consolidated
Balance Sheets.

The weighted-average grant-date fair valueooimon stock awarded during the years ended Deae3db@007, 2006 and 2005 was
$18.12, $15.72 and $8.56, respectively.

The following table summarizes the statushefnonvested common stock issued under the Def@watpensation Plan as of December 31,
2007 and for the year then ended:

Weighted

Average
Shares Grant-Date

Nonvested Common Stock (000s) Fair Value
Nonvested at January 1, 20 9 $ 9.1t
Awarded 6 $ 18.1C
Vested (20 $ 14.3(
Forfeited — $ —
Nonvested at December 31, 20( 5 $ 12.62

As of December 31, 2007, there was $0.1 milbbtotal unrecognized compensation cost, nestifrated forfeitures, related to nonvested
common stock awarded under the Deferred CompemnsBtan. This cost is expected to be recognized awvegighted-average period of
3.5 years. The total fair value of the common stock
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vested during the years ended December 31, 2006, 28d 2005 was $0.2 million, $0.3 million and $tillion, respectively.

Cash used to settle the Company'’s obligatimfen the Deferred Compensation Plan was $0.1 miflied $0.1 million, respectively, for the
years ended December 31, 2007 and 2006. Therensazash settlements during 20

Note 24. Segments and Geographic Information

The Company operates within two regions, #wméricas” and “EMEA” which represented 68.0% andd32, respectively, of consolidated
revenues for 2007. The Americas and EMEA regiopsasented 67.4% and 32.6%, respectively, of caest@d revenues for 2006, and 64.3%
and 35.7%, respectively, of consolidated revenae2@05. Each region represents a reportable segroerprised of aggregated regional
operating segments, which portray similar econarhiracteristics. The Company aligns its businegsstimo segments to effectively manage
the business and support the customer care need®igf client and to respond to the demands o€rapany’s global customers.

The reportable segments consist of (1) the hgag, which includes the United States, Canadtn llamerica, India and the Asia Pacific
Rim, and provides outsourced customer contact nemagt solutions (with an emphasis on technical sugmd customer service) and
technical staffing and (2) EMEA, which includes &pe, the Middle East and Africa, and provides autsed customer contact management
solutions (with an emphasis on technical suppadtarstomer service) and fulfillment services. Thesswithin Latin America, India and the
Asia Pacific Rim are included in the Americas regigven the nature of the business and client lesofihich is primarily made up of U.S.
based companies that are using the Company’s seririchese locations to support their custometambmanagement needs.

Information about the Company’s reportablensewts for the years ended December 31, 2007, 2€D@@05 is as follows:

Consolidatec

Americas EMEA Other @ Total

For the Year Ended December 31, 200;

Revenue: $482,82: $227,29° $ 710,12(
Depreciation and amortizatic 20,70¢ 4,52¢ 25,23t
Income (loss) from operatiol $ 77,98( $ 13,39¢ $(40,19¢) $ 51,18(
Other income 2,871 2,871
Provision for income taxe (14,197 (14,199
Net income $ 39,85¢
For the Year Ended December 31, 200¢

Revenue: $387,30! $186,91¢ $ 574,22:
Depreciation and amortizatic 20,13: 4,61( 24,74
Income (loss) from operatiol $ 71,49: $ 10,15 $(36,48¢) $ 45,15¢
Other income 6,301 6,301
Provision for income taxe (9,136 (9,13¢)
Net income $ 42,320
For the Year Ended December 31, 200¢

Revenue: $318,17: $176,74! $ 494,91¢
Depreciation and amortizatic 20,42 5,521 25,94:
Income (loss) from operatiol $ 50,22« $ 7,49( $(31,38)) $ 26,33
Other income 2,772 2,772
Provision for income taxe (5,695 (5,69%)
Net income $ 23,40¢
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(1) Otheritems (including corporate costs, provisionregulatory penalties, restructuring and impaimbeosts, other income and expense,
and income taxes) are shown for purposes of retingdo the Company’s consolidated totals as shawthe table above for the three
years in the period ended December 31, 2007. Theusting policies of the reportable segments aeestime as those described in N
1, Summary of Accounting Policies, to the accomjpgngonsolidated financial statements. Inssgment revenues are not material to
Americas and EMEA segment results. The Companyagteal the performance of its geographic segmerssdan revenue and incol
(loss) from operations, and does not include segmssets or other income and expense items for geggmeant reporting purpose

During 2007, 2006 and 2005 the Company had notslidwat exceeded ten percent of consolidated regenu
Information about the Company’s operations by gaplgic location is as follows (in thousands):

Years Ended December 31,

2007 2006 2005
Revenues®:
United State: $ 82,88( $ 82,44 $ 78,997
Argentina 36,72 15,117 —
Canade 110,47: 92,87¢ 82,08
Costa Ricz 59,32¢ 53,147 45,43t
El Salvadol 22,341 9,52: 5,97:
Philippines 161,68 126,41¢ 98,76¢
Other 9,39¢ 7,78¢ 6,91¢
Total Americas 482,82: 387,30¢ 318,17
Germany 60,38¢ 56,00 54,29¢
United Kingdom 65,87« 52,21 50,24¢
Sweder 24,707 20,73t 20,75¢
Spain 21,15¢ 12,95( 12,03(
The Netherland 18,70: 14,82¢ 11,51
Hungary 15,23( 13,92 13,26¢
Other 21,23¢ 16,26: 14,63:
Total EMEA 227,29’ 186,91¢ 176,74"
Total $710,12( $574,22: $494,91¢
Long-lived asset<®:

United State: $ 21,907 $ 17,65¢ $ 28,73¢

Argentina 11,067 11,55¢
Canade 10,59¢ 8,74z 9,00¢
Costa Ricz 4,39¢ 3,16¢ 3,83¢
El Salvadol 4,162 3,20¢ 2,34:
Philippines 16,33¢ 13,81 15,32«
Other 2,13: 2,481 1,02
Total Americas 70,597 60,62 60,26
Germany 2,88¢ 3,11¢ 3,49¢
United Kingdom 5,904 5,441 5,52
Sweder 732 23¢ 37¢€
Spain 751 33¢ 971
The Netherland 777 597 21E
Hungary 2,00t 2,45¢ 2,071
Other 1,56¢ 1,40z 1,452
Total EMEA 14,62 13,58¢ 14,10¢
Total $ 85,22( $ 74,20¢ $ 74,37:

(1) Revenues are attributed to countries based onimcatf customer, except for revenues for Costa Rtdlippines, China and Indi
which is primarily comprised of customers locatedhe U.S., but serviced by centers in those res@egeographic location:

(2) Longlived assets include property and equipment, ndtiatangibles, net
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December 31,

2007 2006 2005
Goodwill:
Americas $22,46¢ $20,42: $ 5,91¢
EMEA — — —
Total $22,46¢ $20,42: $ 5,91¢

Revenues for the Company’s products and ses\ace as follows (in thousands):

Years Ended December 31,

2007 2006 2005
Outsourced customer contact management ser $679,36¢ $546,48¢ $468,14:
Fulfillment services 21,65 18,31 18,09¢
Enterprise support servic 9,10t 9,42 8,681

Total $710,12( $574,22: $494,91¢

Note 25. Related Party Transactions

The Company paid John H. Sykes, the foundéfamer Chairman of the Company and the fatheZludrles Sykes, President and Chief
Executive Officer of the Company, $0.2 million, $@nillion and $0.6 million, for the use of his pate jet in the years 2007, 2006 and 2005,
respectively, which is based on two times fuel @std other actual costs incurred for each trip.

Additionally, the Company paid Hyde Park EguitLC, a limited liability company owned by Mr. Bgs, fees of $150,000, which paid in
seven equal quarterly installments of $21,428c@sulting services to be provided by Mr. Sykestlgh Hyde Park Equity during the period
from December 31, 2004, through October 1, 2006 skoh amount, Hyde Park Equity caused Mr. Sykgsduide up to 37.5 days of
consulting services per year at the request oBtherd of Directors or its Chairman. Such serviceduded advice dealing with significant
business issues and an orderly management trangititalitional days of service were billed at theeraf $2,000 per day. The Company also
agreed to reimburse Hyde Park Equity for out ofkebdusiness expenses incurred in connection wihiging services to the Company.
During 2006 and 2005, the Company paid $0.1 mildaod $0.1 million, respectively to Hyde Park Equityder this agreement.
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Schedule Il — Valuation and Qualifying Accounts
Years ended December 31, 2007, 2006 and 2005

Charged Beginning
Balance at (Credited) to Balance Balance at
Beginning Costs and (Additions) of Acquired End of
(In thousands of Period Expenses Deductions Company Period
Allowance for doubtful account
Year ended December 31, 20C $ 2,53¢ $ 407 $ 12¢D) $ — $ 2,81
Year ended December 31, 2C 3,051 (600) ay o 72 2,53¢
Year ended December 31, 2C 4,29: (649) 59:(1) — 3,051
Valuation allowance for net deferred tax ass
Year ended December 31, 20C $35,267 $ (1,249 $ — $ — $34,02:
Year ended December 31, 2C 28,807 6,46( — — 35,26
Year ended December 31, 2C 30,39! — 1,58¢ — 28,80

(1) Net write-offs and recoverie

86






Exhibit 10.5:

THIRD AMENDMENT AGREEMENT
This THIRD AMENDMENT AGREEMENT (this “Amendmé?) is made as of the 18day of December, 2006, by and among:
(a2) SYKES ENTERPRISES, INCORPORATED, a Flormdaporation (“Borrower”);
(b) the Lenders, as defined in the Credit &grent, as hereinafter defined:

(c) KEYBANK NATIONAL ASSOCIATION, as lead arrayer, book runner and administrative agent for tseders under the Credit
Agreement (“Agent”); and

(d) BNP PARIBAS, as documentation agent.

WHEREAS, Borrower, Agent and the Lenders aigs to that certain Credit Agreement, datesfddasch 15, 2004, that provides, among
other things, for loans and letters of credit aggtimg Fifty Million Dollars ($50,000,000), all upccertain terms and conditions (as amended
and as the same may from time to time be furthesratad, restated or otherwise modified, the “Cradittement”);

WHEREAS, Borrower, Agent and the Lenders desiramend the Credit Agreement to modify certaovigions thereof and add certain
provisions thereto; and

WHEREAS, each capitalized term used hereind&ifohed in the Credit Agreement, but not othervdséned herein, shall have the meaning
given such term in the Credit Agreement;

NOW, THEREFORE, in consideration of the prasiand of the mutual covenants herein and for etfleable consideration, Borrower,
Agent and the Lenders agree as follows:

1. Notice of Foreign Restructuringorrower has notified Agent and the Lenders thalians to transfer one hundred percent (100%fsof
ownership interests in Sykes Enterprises Incorpdr&tL. (the “Spanish Entity”) to SEI Internatioi&#drvices S.a.r.l., a company organized
under the laws of Luxembourg, in order to simpbfyerations, reduce administrative costs and promideall greater efficiencies among its
Foreign Subsidiaries (the “2006 Foreign Restruntyiii

2. Consent to 2006 Foreign Restructuridgient and the Lenders hereby consent to the ZOB&ign Restructuring on the condition that no
Default or Event of Default exists, or immediatafyer the completion of the 2006 Foreign Restrustyrwill exist. This Amendment shall
serve as evidence of such consent. The consergigedtin this Amendment shall not be deemed to evaivamend any other provision of the
Credit Agreement or the Loan Documents and shalsawve as consent to or amendment of any othéenmbhibited by the terms and
conditions of the Credit Agreement or other Loarcoents. All terms of the Credit Agreement anddtier Loan documents remain in full
force and effect and constitute the legal, validding and enforceable obligations of Borrower tgeAt and the Lenders.




3. Amendment to Credit Agreemerithe Credit Agreement is hereby amended to d8lefeedule IPledged Securities) therefrom and to
insert in place thereof a new Schedule the form of Schedule Bereto.

4. Release of Security Interest Under BorroRledge Agreementin connection with the 2006 Foreign Restructurigffective as of
December 15, 2006 Agent and the Lenders herebgseland terminate their security interest in ttegeshof the Spanish Entity, under the
certain Pledge Agreement, dates as of March 154,280Borrower in favor of Agent, for the beneffttbe Lenders.

5. Closing DeliveriesConcurrently with the execution of this Amendme3drrower shall:
(a) cause each Guarantor of Payment to exéoaitattached Acknowledgement and Agreement; and
(b) pay all legal fees and expenses of Agerbnnection with this Amendment.

6. Representations and WarrantiBerrower hereby represents and warrants to Agedtthe Lenders that (a) Borrower has the legalep
and authority to execute and deliver this Amendmi@tthe officers executing this Amendment haverbduly authorized to execute and
deliver the same and bind Borrower with respecthéoprovisions hereof; (c) the execution and dejiveereof by Borrower and the
performance and observance by Borrower of the piowé hereof do not violate or conflict with thgyanizational agreements of Borrower or
any law applicable to Borrower or result in a breatany provision of or constitute a default unday other agreement, instrument or
document binding upon or enforceable against Boerpyd) no Default or Event of Default exists untter Credit Agreement, nor will any
occur immediately after the execution and delivarthis Amendment or by the performance or obsesgaf any provision hereof;

(e) Borrower is not aware of any claim or offsetiagt, or defense or counterclaim to, Borrower’gattions or liabilities under the Credit
Agreement or any Related Writing; and (f) this Arderent constitutes a valid and binding obligatiorBofrower in every respect, enforceable
in accordance with its terms.

7. References to Credit AgreemeBfch reference that is made in the Credit Agre¢meany Related Writing shall hereafter be caredr
as a reference to the Credit Agreement as ameretethn Except as herein otherwise specifically ted, all terms and provisions of the
Credit Agreement are confirmed and ratified andlskenain in full force and effect and be unaffetteereby. This Amendment is a Related
Writing.

8. Waiver. Borrower, by signing below, hereby waives anéasks Agent and each of the Lenders, and theiectégp directors, officers,
employees, attorneys, affiliates and subsidiafies) any and all claims, offsets, defenses and tmwataims of which Borrower is




aware, such waiver and release being with full Kedge and understanding of the circumstances dadtéfiereof and after having consulted
legal counsel with respect thereto.

9. CounterpartsThis Amendment may be executed in any numbeoohterparts, by different parties hereto in segacatinterparts and
by facsimile signature, each of which when so etextand delivered shall be deemed to be an origimdlall of which taken together shall
constitute but one and the same agreement.

10. HeadingsThe headings, captions and arrangements usagiAmendment are for convenience only and shdlbffect the
interpretation of this Amendment.

11. Severability Any term or provision of this Amendment held bgaurt of competent jurisdiction to be invalid eramforceable shall not
impair or invalidate the remainder of this Amendin@nd the effect thereof shall be confined to #rentor provision so held to be invalid or
unenforceable.

12. Governing LawThe rights and obligations of all parties hergtall be governed by the laws of the State of Ohithout regard to
principles of conflicts of laws.

[Remainder of page intentionally left blank.]




13. JURY TRIAL WAIVER. BORROWER, THE LENDERS AND AGENT, TO THE EXTENT RMITTED BY LAW, EACH
HEREBY WAIVES ANY RIGHT TO HAVE A JURY PARTICIPATEN RESOLVING ANY DISPUTE, WHETHER SOUNDING IN
CONTRACT, TORT OR OTHERSIE, AMONG BORROWER, THE LEERS AND AGENT, OR ANY THEREOF, ARISING OUT OF, IN
CONNECTION WITH, RELATED TO OR INCIDENTAL TO THE REATIONSHIP ESTABLISHED AMONG THEM IN CONNECTION
WITH THIS AMENDMENT OR ANY NOTE OR OTHER INSTRUMEN]TDOCUMENT OR AGREEMENT EXECUTED OR DELIVERE
IN CONNECTION HEREWITH OR THE TRANSACTIONS RELATEDHERETO.

IN WITNESS WHEROF, the parties have executad delivered this Amendment as of the date firsfargh above.

SYKES ENTERPRISES, INCORPORATED

By: /s/ W. Michael Kipphut
W. Michael Kipphut,
Senior Vice Presidel— Finance

KEYBANK NATIONAL ASSOCIATION,
as Agent and as a Lender

By: /s/ Jeff Kalinowski
Jeff Kalinowski
Senior Vice Presiden

BNP PARIBAS,
as Documentation Agent and as a Lender

By: /s/ Henry Seth
Name: Henry Seth
Title: Director

By: /s/ Mathew Harvey
Name: Mathew Harvey
Title: Managing Director




ACKNOWLEDGEMENT AND AGREEMENT

The undersigned consent and agree to and atédge the terms of the foregoing Third Amendmegte®ment dated as of December 15,
2006. The undersigned further agree that the dihigs of the undersigned pursuant to the GuarahBagment executed by the undersigned
shall remain in full force and effect and be unetiéel hereby.

The undersigned hereby waive and release Agahthe Lenders and their respective directofsers§, employees, attorneys, affiliates and
subsidiaries from any and all claims, offsets, deés and counterclaims of which the undersignedwese, as of the date hereof, such waiver
and release being with full knowledge and undedstanof the circumstances and effect thereof atetr &faving consulted legal counsel with
respect thereto.

JURY TRIAL WAIVER. THE UNDERSIGNED, TO THE EXTENT PERMITTED BY LAWHEREBY WAIVE ANY RIGHT TO HAVE
A JURY PARTICIPATE IN RESOLVING ANY DISPUTE, WHETHE SOUNDING IN CONTRACT, TORT OR OTHERWISE, AMONG
BORROWER, AGENT THE LENDERS AND THE UNDERSIGNED, ORY THEREOF, ARISING OUT OF, IN CONNECTION WITH,
RELATED TO, OR INCIDENTAL TO THE RELATIONSHIP ESTABISHED AMONG THEM IN CONNECTION WITH THIS
AMENDMENT OR ANY NOTE OR OTHER INSTRUMENT, DOCUMENDR AGREEMENT EXECUTED OR DELIVERED IN
CONNECTION HEREWITH OR THE TRANSACTIONS RELATED THEETO.

SYKES ENTERPRISE‘— SOUTH AFRICA SYKES E-COMMERCE, INCORPORATEL

By: /s/ W. Michael Kipphu By: /s/ James T. Holde
Name: W. Michael Kipphu Name: James T. Hold:
Title: Presiden Title: Director

SYKES REALTY, INC. MCQUEEN INTERNATIONAL

INCORPORATED

By: /s/ James T. Holde By: /s/ W. Michael Kipphu
Name: James T. Hold: Name: W. Michael Kipphu
Title: Senior Vice Presidel Title: Director

SYKES GLOBAL HOLDINGS LLC SYKES LP HOLDINGS LLC

By: /s/ W. Michael Kipphu By: /s/ W. Michael Kipphu
Name: W. Michael Kipphu Name: W. Michael Kipphu

Title: Senior Vice Presidel Title: Senior Vice Presidel




SCHEDULE 3
PLEDGED SECURITIES

Pledgec
Name of Subsidiar Jurisdiction Pledgor Percentag

Sykes (Bermuda) Holdings Limite Bermuda Sykes LP Holdings LL( 65%






EXHIBIT 21.1

SYKES ENTERPRISES, INCORPORATED
LIST OF SUBSIDIARIES

As of December 31, 2007, the Registrant directlindirectly owned the following subsidiaries. Cémtaubsidiaries, which in the aggregate do

not constitute significant subsidiaries, may bettedi

State or Jurisdiction of Organization

Centro Interaccion Multimedia S., Argentina
Sykes (Bermuda) Holdings Limite Bermuda
Sykes Offshore Holdings Limite Bermuda
Sykes Assistance Services Corpora Canadz
Sykes Latin America, S./ Costa Rict
Sykes Enterprises Denmark A Denmark
Sykes El Salvador, Ltd El Salvadol
Sykes Finland Oyil Finland
Sykes Enterprises Bochum GmbH & Co. | Germany
Sykes Enterprises Gmk Germany
Sykes Enterprises Hamburg Hannover GmbH & Co. Germany
Sykes Enterprises Support Services B.V. & Co. Germany
Sykes Enterprises Wilhelmshaven GmbH & Co. Germany
Sykes Central Europe K Hungary
Sykes Enterprises (India) Pvt L India
Sykes Enterprises ltaly S.r Italy

SEl International Services S.a. Luxembourg

Shanghai Pintian Information Technology Service, Ctd.

Guangzhou Pin Duo Information Technology Service IGd.

Sykes (Shanghai) Co. L

The Peoples Republic of Chi
The Peoples Republic of Chi
The Peoples Republic of Chi

LINK Network Limited Scotland
McQueen Europe Limite Scotland
McQueen International Limite Scotland
Sykes Global Services Limite Scotland
Sykes Slovakia Sr Slovakia
Sykes Enterprises Incorporated, < Spain

Sykes Datasvar Support A Sweder

McQueen International B.\

Sykes Enterprises Incorporated |

Sykes Enterprises Incorporated Holdings E
Sykes Netherlands B.\

The Netherland
The Netherland
The Netherland
The Netherland

Sykes Asia Inc The Philippines
Sykes -FCommerce, Incorporate Delaware
Sykes Enterprise— South Africa, Inc Florida

Sykes Realty, Inc Florida






EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inifteggion Statement Nos. 333-23681, 333-76629, 8839, 333-73260, and 333-125178 on
Forms S-8 of our reports dated March 13, 2008tingldo the consolidated financial statements amainicial statement schedule of Sykes
Enterprises, Incorporated, and the effectivenesyykés Enterprises, Incorporated’s internal corgv@r financial reporting, appearing in this
Annual Report on Form 10-K of Sykes Enterprisesptporated for the year ended December 31, 2007.

/s/ Deloitte & Touche LLP

Tampa, Florida
March 13, 2008






EXHIBIT 31.1
CERTIFICATION

I, Charles E. Sykes, certify that:
1. | have reviewed this annual report on Form 16fSykes 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 misrigresented 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 and phares, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly durithg fperiod in which this report is being prepai

(b) Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance rieggtfae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

(c) Evaluated the effectiveness of the comy's disclosure controls and procedures and presantbd report our conclusions about-
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

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

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

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the company’s internal
control over financial reporting.
Date: March 13, 200

/sl Charles E. Sykes
Charles E. Sykes, President and Chief Executive
Officer







EXHIBIT 31.2
CERTIFICATION

I, W. Michael Kipphut, certify that:
1. | have reviewed this annual report on Form 16fSykes Enterprises, Incorporated,;

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

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

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

(@) Designed such disclosure controls and phos, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the company, including its consolidatebsidiaries, is made known to us by
others within those entities, particularly durithg fperiod in which this report is being prepal

(b) Designed such internal control over financial réjpgr or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance rieggatite reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealyepted accounting principle

(c) Evaluated the effectiveness of the comy's disclosure controls and procedures and preséntads report our conclusions about-
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation;

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

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

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer 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, that inedvmanagement or other employees who have a sinifiole in the company’s internal
control over financial reporting.
Date: March 13, 200

/s/ W. Michael Kipphut
W. Michael Kipphut, Senior Vice President and
Chief Financial Officer







EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Annual Report of Sykes Epitises, Incorporated (the “Company”) on FormKL@er the year ended December 31, 2
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), |, CharleSikes, President and Chief Executive
Officer of the Company, certify, pursuant to 18 I€.SSection 1350:

(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 fajphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: March 13, 200¢ By: /s/ Charles E. Sykes
Charles E. Syke:
President and Chief Executive Offic

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyéll be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.






EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with the Annual Report of Sykes Epitses, Incorporated (the “Company”) on FormKL.@er the year ended December 31, 2
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:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exag®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: March 13, 200¢ By: /s/ W. Michael Kipphut
W. Michael Kipphut
Senior Vice President and Chief Financial Offi
(Principal Financial and Accounting Office

A signed original of this written statement reqditey Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commissiats staff upon request.



