Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

TELETECH HOLDINGS INC
Form 10-K
February 22, 2010



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

Table of Contents

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
(Mark One)
p ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2009
OR
o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 001-11919
TeleTech Holdings, Inc.
(Exact name of registrant as specified in its charter)
Delaware 84-1291044
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

9197 South Peoria Street
Englewood, Colorado 80112
(Address of principal executive offices)

Registrant s telephone number, including area code:
(303) 397-8100

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

Title of each class Name of each exchange on which registered
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Common Stock, $0.01 par value NASDAQ Global Select Market

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

Indicate by checkmark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yeso Nop

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchange Actof 1934. Yeso Nobp

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yesp Noo

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

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T

(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yeso Noo

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

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yeso Nop

As of June 30, 20009, the last business day of the registrant s most recently completed second fiscal quarter, there were
62,077,497 shares of the registrant s common stock outstanding. The aggregate market value of the registrant s voting
and non-voting common stock that was held by non-affiliates on such date was $468,568,851 based on the closing

sale price of the registrant s common stock on such date as reported on the NASDAQ Global Select Market.

As of February 17, 2010, there were 61,784,468 shares of the registrant s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Certain information required for Part III of this report is incorporated by reference to the proxy statement for the
registrant s 2010 annual meeting of stockholders.
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NON-GAAP FINANCIAL MEASURES

In various places throughout this Annual Report on Form 10-K ( Form 10-K ), we use certain financial measures to
describe our performance that are not accepted measures under accounting principles generally accepted in the United
States (non-GAAP financial measures). We believe such non-GAAP financial measures are informative to the users of
our financial information because we use these measures to manage our business. We discuss non-GAAP financial
measures in Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations of this
Form 10-K under the heading Presentation of Non-GAAP Measurements.

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Form 10-K and the information incorporated by reference contains forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, the
Private Securities Litigation Reform Act of 1995 (the PSLRA ) or in releases made by the Securities and Exchange
Commission ( SEC ), all as may be amended from time to time. In particular, we direct your attention to Item 1.
Business, Item 3. Legal Proceedings, Item 7. Management s Discussion and Analysis of Financial Condition and
Results of Operations, Item 7A. Quantitative and Qualitative Disclosures About Market Risk and Item 9A. Controls
and Procedures. We intend the forward-looking statements throughout this Form 10-K and the information
incorporated by reference to be covered by the safe harbor provisions for forward-looking statements. All projections
and statements regarding our expected financial position and operating results, our business strategy, our financing
plans and the outcome of any contingencies are forward-looking statements. These statements can sometimes be
identified by our use of forward-looking words such as may, believe, plan, will, anticipate, estimate,

expect

project, would, could, should, seeks, or scheduledto and other words and phrases of similar meaning. Knowr

unknown risks, uncertainties and other factors could cause the actual results to differ materially from those
contemplated by the statements. The forward-looking information is based on information available as of the date of
this Form 10-K and on numerous assumptions and developments that are not within our control. Although we believe
these forward-looking statements are reasonable, we cannot assure you they will turn out to be correct. Actual results
could be materially different from our expectations due to a variety of factors, including, but not limited to, the factors
identified in this Form 10-K under the captions Item 1A. Risk Factors and Item 7. Management s Discussion and
Analysis of Financial Condition and Results of Operations, our other SEC filings and our press releases. We assume
no obligation to update: (i) forward-looking statements to reflect actual results or (ii) changes in factors affecting such
forward-looking statements.

AVAILABILITY OF INFORMATION

You may read and copy any materials TeleTech files with the SEC at the SEC s Public Reference Room at 100 F.
Street, N.E., Room 1580, Washington, D.C. 20549. Copies of such materials also can be obtained at the SEC s
website, www.sec.gov or by mail from the Public Reference Room of the SEC, at the proscribed rates. Please call the
SEC at 1-800-SEC-0330 for further information on the Public Reference Room. TeleTech s SEC filings are also
available to the public, free of charge, on its corporate website, www.teletech.com, as soon as reasonably practicable
after TeleTech electronically files such material with, or furnishes it to, the SEC.

ii
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PART 1
ITEM 1. BUSINESS
Our Business

Over our 28-year history, we have become one of the largest global providers of onshore, offshore and work from
home business process outsourcing ( BPO ) services focusing on revenue generation, customer and enterprise
management, and technology-enabled solutions. We help Global 1000 companies enhance their strategic capabilities,
improve quality and lower costs by designing, implementing and managing their critical front- and back-office
processes. We provide a 24 x 7, 365 day fully integrated global solution that spans people, process, proprietary
technology and infrastructure for governments and private sector clients in the automotive, broadband, cable, financial
services, government, healthcare, logistics, media and entertainment, retail, technology, travel, and wireline and
wireless communication industries. As of December 31, 2009, our approximately 45,000 employees provided services
from nearly 35,600 workstations across 68 delivery centers in 16 countries. We have approximately 90 global clients,
many of whom are in the Global 1000. The Global 1000 is a ranking of the world s largest companies based on market
capitalization. We perform a variety of BPO services for our clients and support more than 270 unique BPO programs.

We believe BPO is a key enabler of improved business performance as measured by a company s ability to
consistently outperform peers through both business and economic cycles. We believe the benefits of BPO include
renewed focus on core capabilities, faster time to market, enhanced revenue generation opportunities, streamlined
processes, reduced capital and operating risk, movement from a fixed to variable cost structure, access to borderless
sourcing capabilities, and creation of proprietary best operating practices and technology, all of which contribute to
increased customer satisfaction and shareholder returns for our clients.

Industry studies indicate that companies with high customer satisfaction levels enjoy premium pricing in their
industry, which we believe results in increased profitability and greater shareholder returns. Given the strong
correlation between customer satisfaction and improved profitability, we believe that more companies are increasingly
focused on selecting outsourcing partners, such as TeleTech, that can deliver strategic revenue generation and front- to
back-office capabilities to improve the customer experience rather than reducing costs.

Our Business History

We were founded in 1982 and reorganized as a Delaware corporation in 1994. We completed an initial public offering
of our common stock in 1996 and since that time have grown our annual revenue from $183 million to $1.2 billion,
representing a compound annual growth rate ( CAGR ) of 15.3%.

Our revenue is derived from BPO services and is reported in our North American and International BPO segments.
Certain information with respect to segments and geographic areas is contained in Note 4 to the Consolidated
Financial Statements. These services involve the transfer of our clients front- and back-office business processes to
our 68 delivery centers or work from home associates. We also manage the facilities and operations of our clients
service delivery centers. Customer management and revenue generation solutions help our clients target, acquire,
retain and grow their customer base. Enterprise management solutions help companies manage their internal business
process and include product or service provisioning, fulfillment, expense management, supply chain management,
claims processing, payment and warranty processing, basic through advanced technical support, human resource
recruiting and talent management, retirement plan administration, data analysis and market research, network
management, and workforce training and scheduling. Our hosted OnDemand"™ technology offerings provide our
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clients with cloud based computing solutions for multi-channel interaction routing, customer experience management
and workforce optimization.

We market our services primarily to clients in G-20 countries which represent 19 of the world s largest economies,
together with the European Union and perform these services from strategically located
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delivery centers around the globe. Many of our clients choose a blended strategy whereby they outsource work with us
in multiple geographic locations and may also utilize our work from home offering. We believe our ability to offer

one of the most geographically diverse footprints improves service flexibility while reducing operational and delivery
risk in the event of a service interruption at any one location.

With operations in 16 countries, we believe this makes us one of the largest and most geographically diverse providers
of BPO services. We plan to selectively expand into other attractive delivery markets over time.

Of the 16 countries from which we provide BPO services, nine provide services for onshore clients including the U.S.,
Australia, Brazil, China, Germany, New Zealand, Northern Ireland, Scotland and Spain.

The other seven countries provide services, partially or entirely, for offshore clients including Argentina, Canada,
Costa Rica, Malaysia, Mexico, the Philippines and South Africa. The total number of workstations in these countries
is 25,159, or 71% of our total delivery capacity.

Historical Performance

As summarized below, following our initial public offering in 1996, we experienced double-digit revenue growth
through 2000, undertook a business transformation strategy in late 2001, began to realize the benefits of this
transformation in 2004 and continue to realize those benefits. Beginning in 1997, we were one of the first companies
to provide BPO services to U.S. clients from delivery centers in Argentina, Canada and Mexico.

Although revenue growth continued at a CAGR of 4.7% from $913 million in 2001 to $1.0 billion in 2003, we
experienced net losses during this time period. We attribute these losses primarily to the global economic downturn,
the bursting of the dot-com bubble, the September 11, 2001 terrorist attacks and the business transformation we
undertook to further strengthen our industry position and future competitiveness. The business transformation

redefined our delivery model, reduced our cost structure and improved our competitive and financial position by:

Migrating from a decentralized holding company to a centralized operating company to enhance financial and
operating disciplines;

Centralizing our technology infrastructure and migrating to a 100% IP-based delivery platform;
Standardizing our global operational processes and applications;

Automating and virtualizing our human capital needs primarily around talent acquisition, training and
performance optimization;

Improving the efficiency of certain underperforming operations and reducing our selling, general and
administrative expenses;

Improving pricing or rationalizing the performance of certain underperforming client programs;
Investing in sales and client account management;

Investing in innovative new solutions to diversify revenue into higher margin offerings, including
professional services, learning services and hosted technology solutions;

Increasing delivery capabilities with expanded onshore, offshore and work from home solutions;
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Reducing long-term debt by nearly $120 million from 2003 to 2004 with cash surpluses and borrowings under
our revolving credit facility; and

Approving and executing a stock repurchase program.
As a result of this business transformation, from 2005 to 2008, our revenue grew at a CAGR of 8.8% from $1.1 billion

to $1.4 billion and diluted earnings per share grew at a CAGR of 43.3% from $0.36 to $1.06. Our operating margin
more than doubled to 7.8% in 2008 from 2.9% in 2005.
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Due to the global economic slowdown, our revenue decreased from 2008 to 2009 by 16.6%, which included a
decrease of 4.1% due to changes in foreign exchange rates. Despite this decrease, we were able to increase our
operating margin for 2009 to 8.6%. This was achieved through increased professional services revenue, increased
utilization of our delivery centers across a 24-hour period, leveraging our global purchasing power and continued
expansion of services provided from our geographically diverse delivery centers.

As of December 31, 2009, we had $109.4 million in cash and cash equivalents and a debt to capitalization ratio of
2.1%. We generated $136.5 million in free cash flow during 2009 and our cash flows from operations and borrowings
under our revolving credit facility have enabled us to fund $24.2 million in capital expenditures. Approximately 70%
of our capital expenditures were related to the opening and/or growth of our delivery platform with the remaining 30%
used for maintenance of our embedded infrastructure and internal technology projects. See Management s Discussion
and Analysis of Financial Condition and Results of Operations for discussion of free cash flow and other non-GAAP
measurements.

In November 2001, the Board of Directors ( Board ) authorized a stock repurchase program to repurchase up to
$5.0 million of our common stock with the objective of increasing stockholder returns. The Board has since
periodically authorized additional increases in the program. Since inception of the program through December 31,
2009, the Board has authorized the repurchase of shares up to an aggregate value of $312.3 million. During the year
ended December 31, 2009, we purchased 2.5 million shares for $34.8 million. Since inception of the program, we
have purchased 23.8 million shares for $286.7 million. As of December 31, 2009, the remaining allowance under the
program was approximately $25.6 million. For the period from January 1, 2010 thru February 22, 2010, we have
purchased an additional 0.6 million shares for $11.4 million. On February 18, 2010, the Board authorized an increase
of $25.0 million in the funding available for share repurchase. The stock repurchase program does not have an
expiration date.

Our Future Growth Goals and Strategy

Our objective is to become the world s largest, most technologically advanced and innovative provider of onshore,
offshore and work from home BPO solutions. Companies within the Global 1000 are our primary client targets due to
their size, global nature, focus on outsourcing and desire for the global, scalable integrated process solutions that we
offer. We have developed, and continue to invest in, a broad set of capabilities designed to serve this growing client
need. These investments include our TeleTech@Home offering which allows our employees to serve clients from
their homes. This capability has enhanced the flexibility of our offering by allowing clients to choose our onshore,
offshore or work from home employees to meet their outsourced business process needs. In addition, we have begun
to offer hosted services where clients can license any aspect of our global network and proprietary applications. While
the revenue from these offerings is small relative to our consolidated revenue, we believe it will continue to grow as
these services become more widely adopted by our clients. We aim to further improve our competitive position by
investing in a growing suite of new and innovative business process services across our targeted industries.

Our business strategy to increase revenue, profitability and our industry position includes the following elements:

Capitalize on the favorable trends in the global outsourcing environment, which we believe will include more
companies that want to:

- Adopt or increase BPO services;
- Consolidate outsourcing providers with those that have a solid financial position, adequate capital

resources to sustain a long-term relationship and globally diverse delivery capabilities across a broad
range of solutions;
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- Moditfy their approach to outsourcing based on total value delivered versus the lowest priced provider;
- Create focused revenue generation capabilities in targeted market segments;

- Better integrate front- and back-office processes; and

- Take advantage of cost efficiencies through the adoption of cloud based technology solutions.

Deepen and broaden our relationships with existing clients;

Win business with new clients and focus on end-to-end offerings in targeted industries where we expect
accelerating adoption of business process outsourcing;

Continue to invest in innovative proprietary technology and new business offerings;

Continue to diversify revenue into higher-margin offerings such as professional services, talent acquisition,
learning services and our hosted TeleTech OnDemand™ capabilities;

Continue to improve our operating margins through selected profit improvement initiatives and increased
asset utilization of our globally diverse delivery centers;

Scale our work from home initiative to increase operational flexibility; and
Selectively pursue acquisitions that extend our capabilities, geographic reach and/or industry expertise.
Our Market Opportunity

Companies around the world are increasingly realizing that the quality of their customer relationships is critical to
maintaining their competitive advantage. This realization has driven companies to increase their focus on developing,
managing, growing and continuously enhancing their customer relationships.

As globalization of the world s economy continues to accelerate, businesses are increasingly competing on a
large-scale basis due to rapid advances in technology and communications that permit cost-effective real-time global
communications and ready access to a highly-skilled worldwide labor force. As a result of these developments,
companies have increasingly outsourced business processes to third-party providers in an effort to enhance or
maintain their competitive position and reduce risk while increasing shareholder value through improved productivity
and profitability.

Revenue in 2009 decreased over the prior year due primarily to the global economic slowdown resulting in a decline
in our current call volumes, delayed client purchasing decisions along with the continued migration of several of our
clients to our offshore delivery centers, and proactively managing underperforming business and geographies out of
our portfolio. Nevertheless, we believe that our revenue will resume long-term growth as global demand for our
services is fueled by the following trends:

Focus on providers who can offer fully integrated revenue generation solutions. A focus on providers who
can offer fully integrated revenue generation solutions to target new markets and improve revenue and
profitability through customer acquisition, retention and growth by leveraging the profitability potential of
each customer.
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Integration of front- and back-office business processes to provide increased operating efficiencies and an
enhanced customer experience especially in light of the weakening global economic environment. Companies
have realized that integrated business processes reduce operating costs and allow customer needs to be met
more quickly and efficiently resulting in higher customer satisfaction and brand loyalty thereby improving
their competitive position. A majority of our historic revenue has been derived from providing
customer-facing front-office solutions to our clients. Given that our global delivery centers are also fully
capable of providing back-office solutions, we are uniquely positioned to grow our revenue by winning more
back-office opportunities and providing the services during non-peak hours with minimal incremental
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investment. Furthermore, by spreading our fixed costs across a larger revenue base and increasing our asset
utilization, we expect our profitability to improve over time.

Increasing percentage of company operations being outsourced to most capable third-party

providers. Having experienced success with outsourcing a portion of their business processes, companies are
increasingly inclined to outsource a larger percentage of this work. We believe companies will continue to
consolidate their business processes with third-party providers, such as TeleTech, who are financially stable
and able to invest in their business while also demonstrating an extensive global operating history and an
ability to cost-effectively scale to meet their evolving needs.

Increasing adoption of outsourcing across broader groups of industries. Early adopters of the business
process outsourcing trend, such as the media and communications industries, are being joined by companies
in other industries, including healthcare, retail and financial services. These companies are beginning to adopt
outsourcing to improve their business processes and competitiveness. For example, we see increasing interest
in our services from companies in the healthcare, retail and financial services industries. We believe the
number of other industries that will adopt or increase their level of outsourcing will continue to grow, further
enabling us to increase and diversify our revenue and client base.

Focus on speed-to-market by companies launching new products or entering new geographic locations. As
companies broaden their product offerings and seek to enter new emerging markets, they are looking for
outsourcing providers that can provide speed-to-market while reducing their capital and operating risk. To
achieve these benefits, companies are seeking BPO providers with an extensive operating history, an
established global footprint, the financial strength to invest in innovation to deliver more strategic capabilities
and the ability to scale and meet customer demands quickly. Given our financial stability, geographic
presence in 16 countries and our significant investment in standardized technology and processes, we believe
that clients select TeleTech because we can quickly ramp large, complex business processes around the globe
in a short period of time while assuring a high-quality experience for their customers.

Our Business Overview
We help Global 1000 clients improve the efficiency of their front- and back-office business processes while increasing
customer satisfaction. We manage our clients outsourcing needs with the primary goal of delivering a high-quality

customer experience while also reducing their total delivery costs.

Our solutions provide access to highly skilled people in 16 countries using standardized operating processes and a
centralized delivery platform to:

Design, implement and manage industry-specific end-to-end enterprise level back-office processes to achieve
efficient and effective global service delivery for discrete or multiple back-office requirements;

Manage the customer lifecycle, from acquiring and on-boarding through support and retention;

Maximize revenue and customer profitability for our clients via highly sophisticated market segmentation,
data analytic, and electronic direct marketing tools;

Support field sales teams and manage sales relationships with small and medium-sized businesses as well as
governmental agencies;

Design, implement and manage e-commerce portals;
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Provide a suite of pre-integrated TeleTech OnDemand™ business process applications through a monthly
license subscription;

Offer infrastructure deployment, including the development of data and BPO delivery centers;
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Provide services and tools for client s internal human capital operations including talent acquisition, learning
services and performance optimization for use in clients internal operations; and

Offer professional consulting services in each of the above areas.
Our Competitive Strengths

Entering a business services outsourcing relationship is typically a long-term strategic commitment for companies.
The outsourced processes are usually complex and require a high degree of customization and integration with a
client s core operations. Accordingly, our clients tend to enter long-term contracts which provide us with a more
predictable revenue stream. In addition, we have high levels of client retention due to our operational excellence and
ability to meet our clients outsourcing objectives, as well as the significant transition costs required to exit the
relationship. Our client retention was 88% in 2009 and 94% in 2008.

We believe that our clients select us due to our:

Industry reputation and our position as one of the largest and most financially sound industry providers with
28 years of expertise in delivering complex BPO solutions across targeted industries;

Ability to scale infrastructure and employees worldwide using globally deployed best practices to ensure a
consistent, high-quality service;

Ability to optimize the performance of our workforce through proprietary hiring, training and performance
optimization tools; and

Commitment to continued product and services innovation to further the strategic capabilities of our clients.

We believe that technological excellence, best operating practices and innovative human capital strategies that can
scale globally are key elements to our continued industry leadership.

Technological Excellence

Over the past six years, we have measurably transformed our technology platform by moving to a secure, private,

100% internet protocol ( IP ) based infrastructure. This transformation has enabled us to centralize and standardize our
worldwide delivery capabilities resulting in improved quality of delivery for our clients along with lower capital and
information technology ( IT ) operating costs.

The foundation of this platform is our four IP hosting centers known as TeleTech GigaPOPs®, which are located on
three continents. These centers provide a fully integrated suite of voice and data routing, workforce management,
quality monitoring, storage and business analytic capabilities. This enables anywhere to anywhere, real-time
processing of our clients business needs from any location around the globe and is the foundation for new, innovative
offerings including TeleTech OnDemand®™, TeleTech@Home and our suite of human capital solutions. This hub and
spoke model enables us to provide our services at the lowest cost while increasing scalability, reliability, redundancy,
asset utilization and the diversity of our service offerings.

To ensure high end-to-end security and reliability of this critical infrastructure, we monitor and manage the TeleTech

GigaPOPs® 24 x 7, 365 days per year from several strategically located state-of-the-art global command centers as
well as providing redundant, fail-over capabilities for each GigaPOP.
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Our technology innovations have resulted in the filing of more than 20 intellectual property patent applications.
Globally Deployed Best Operating Practices

Globally deployed best operating practices assure that we can deliver a consistent, scalable, high-quality experience to
our clients customers from any of our 68 delivery centers or work from home associates
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around the world. Standardized processes include our approach to attracting, screening, hiring, training, scheduling,
evaluating, coaching and maximizing associate performance to meet our clients needs. We provide real-time reporting
on performance across the globe to ensure consistency of delivery. In addition, this information provides valuable
insight into what is driving customer inquiries, enabling us to proactively recommend process changes to our clients to
optimize their customers experience.

Innovative Human Capital Strategies

To effectively manage and leverage our human capital requirements, we have developed a proprietary suite of
business processes, software tools and client engagement guidelines that work together to improve performance for
our clients while enabling us to reduce time to hire, decrease employee turnover and improve time to service and
quality of performance.

The three primary components of our human capital platform Talent Acquisition, Learning Services and Performance
Optimization combine to form a powerful and flexible management system to streamline and standardize operations
across our global delivery centers. These three components work together to allow us to make better hires, improve
training quality and provide real-time feedback and incentives for performance.

Innovative New Revenue Opportunities

We continue to develop other innovative services that leverage our investment in a centralized and standardized
delivery platform to meet our clients needs, and we believe that these solutions will represent a growing percentage of
our future revenue.

TeleTech OnDemand™

TeleTech OnDemand"™ delivers a fully integrated suite of best-in-class business process applications on a hosted
(software as a service) basis, providing streamlined delivery center technology, knowledge and services. This allows
our clients to empower their associates with the same technology and best practices we use internally on a monthly
subscription license model. With TeleTech OnDemand"™, there is no need for our clients to license software, purchase
on-premise hardware, or staff up to provide ongoing technology support.

Our TeleTech OnDemand™ solutions are easy to implement and scale seamlessly to support business growth,
encompassing the full breadth of business process operations including Interaction Routing, Self-Service, Customer
Experience Management, Employee Desktop Management, Business Intelligence and Performance Management.
Because they are based on our rigorous first-hand use, our hosted services are proven, reliable, scalable and
continually refined and expanded.

TeleTech@Home

Our dispersed workforce solution enables employees to work from home while accessing the same proprietary

training, workflow, reporting and quality tools as our delivery center associates. TeleTech@Home associates are
TeleTech employees not independent contractors providing a strong cultural fit, seamless workforce control and high
levels of job satisfaction. Our TeleTech@Home solution utilizes our highly scalable and centralized technical
architecture and enables secure access, monitoring and reporting for our Global 1000 clients. TeleTech@Home is
offered as a full service solution, disaster recovery back-up, a managed service or as a Hosted/Technology solution.

Features of the new TeleTech@Home offering include:

Table of Contents 19



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

Outstanding quality, low employee turnover, high call resolution and superior sales and customer
management performance;

Greater flexibility and scalability through the benefit of dispersed geography and proven processes;

7

Table of Contents

20



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

Table of Contents

Ability to reach a new and talented employee pool that includes licensed and certified professionals in a
variety of industries with multiple years of experience;

Access to a unique and flexible employee population that includes stay-at-home parents, workers with
physical challenges that make office commuting undesirable, rural workers and workers in highly technical
urban centers; and

An excellent business continuity safeguard to prevent potential disruption resulting from natural disasters or
pandemic threats.

Clients

In 2009, we had one client that represented at least 10% of our total annual revenue. T-Mobile USA, Inc. represented
10% of total revenue in 2009. Our top five and ten clients represented 36% and 58% of total revenue in 2009,
respectively.

Certain of our communications clients, which represent approximately 16% of our total annual revenue, also provide
us with telecommunication services through transactions that are negotiated at different times and with different legal
entities. We believe each of these supplier contracts is negotiated on an arm s length basis and that the terms are
substantially the same as those that have been negotiated with unrelated vendors. Expenditures under these supplier
contracts represent less than one percent of our total operating costs.

Competition

We compete with the in-house business process operations of our current and potential clients. We also compete with
certain companies that provide BPO services including: Accenture Ltd.; Convergys Corporation; Genpact Limited,
Sykes Enterprises Incorporated and Teleperformance, among others. We work with Accenture Ltd., Computer
Sciences Corporation and IBM on a sub-contract basis and approximately 11% of our total revenue is generated from
these system integrator relationships.

We compete primarily on the basis of our 28 years of experience, our global locations, our quality and scope of
services, our speed and flexibility of implementation, our technological expertise, and our total value delivered and
contractual terms. A number of competitors may have different capabilities and resources than ours. Additionally,
niche providers or new entrants could capture a segment of the market by developing new systems or services that
could impact our market potential.

Seasonality

Historically, we experience a seasonal increase in revenue in the fourth quarter related to higher volumes from clients
primarily in the healthcare, package delivery, retail and other industries with seasonal businesses. Also, our operating
margins in the first quarter are impacted by higher payroll-related taxes with our global workforce.

Employees

As of December 31, 2009, we had approximately 45,000 employees in 16 countries. Approximately 87% of these
employees held full-time positions and 80% were located outside of the U.S. We have approximately

10,300 employees outside the U.S. and Canada covered by collective bargaining agreements. In most cases, the
collective bargaining agreements are mandated under national labor laws. These collective bargaining agreements
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include employees in the following countries:

In Argentina, approximately 4,400 employees are covered by an industry-wide collective bargaining
agreement with the Confederation of Commerce Employees that expires in March 2010;

In Brazil, approximately 750 employees are covered by industry-wide collective bargaining agreements with
Sintratel and SintelMark that expire in December 2011;

In Mexico, we have approximately 2,800 employees covered by an industry-wide collective bargaining
agreement with the Federacion Obrero Sindicalista that expires in January 2011;
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In Spain, we have approximately 2,300 employees covered by industry-wide collective bargaining agreements
with COMFIA-CCOO and FES-UGT that expired in December 2009, nevertheless, the relevant parties are
negotiating the terms of a new agreement and the parties continue to operate under the terms of the old
agreement;

In New Zealand, we had approximately 20 employees covered by a collective employment agreement with
the Engineering Printing and Manufacturing Union that expired during the fourth quarter of 2009 upon the
cessation of the program covered by the collective employment agreement;

In Australia, approximately 46 employees are covered by a collective agreement adopted by TeleTech
International, Pty. Ltd. under the provisions of the Contract Call Centres Award 2010 that expires in January
2013; and

In London, Ontario, we have approximately 200 employees, a majority of which could become unionized
pending the finalization results of union election held on December 15, 2009;

We anticipate that these agreements will be renewed and that any renewals will not impact us in a manner materially
different from all other companies covered by such industry-wide agreements. We believe that our relations with our
employees and unions are satisfactory. We have not experienced any material work stoppages in our ongoing
business.

Intellectual Property and Proprietary Technology

Our success is partially dependent upon certain proprietary technologies and core intellectual property. We have a
number of pending patent applications in the U.S. and foreign countries. Our technology is also protected under
copyright laws. Additionally, we rely on trade secret protection and confidentiality and proprietary information
agreements to protect our proprietary technology. We have trademarks or registered trademarks in the U.S. and other
countries, including TELETECH®, the TELETECH GLOBE Design, TELETECH GIGAPOP®, TELETECH
GLOBAL VENTURES®, HIREPOINT®, VISAPOINT®, IDENTIFY!®, IDENTIFY! PLUS®, INCULTURE®,
TOTAL DELIVERED VALUE® and YOUR CUSTOMER MANAGEMENT PARTNER®. We believe that several
of our trademarks are of material importance. Some of our proprietary technology is licensed to others under
corresponding license agreements. Some of our technology is licensed from others. While our competitive position
could be affected by our ability to protect our intellectual property, we believe that we have generally taken
commercially reasonable steps to protect our intellectual property.

Our Corporate Information

Our principal executive offices are located at 9197 South Peoria Street, Englewood, Colorado 80112 and the

telephone number at that address is (303) 397-8100. Electronic copies of our Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K and Proxy Statements are available free of charge by (i) visiting
the Investors section of our website_at http://www.teletech.com or (ii) sending a written request to Investor Relations
at our corporate headquarters or to investor.relations@teletech.com. The public may read and copy any materials that
we file with the SEC at the SEC s Public Reference Room at 100 F Street, NE, Room 1580, Washington, DC 20549.
You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
The SEC maintains an Internet site that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC at www.sec.gov. Information on our website is not incorporated
by reference into this report.
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In evaluating our business, you should carefully consider the risks and uncertainties discussed in this section, in
addition to the other information presented in this Annual Report on Form 10-K. The risks and uncertainties described
below may not be the only risks that we face. If any of these risks or uncertainties
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actually occurs, our business, financial condition or results of operation could be materially adversely affected and the
market price of our common stock may decline.

Risks Relating to Our Business

Recent changes in U.S. and global economic conditions could have an adverse effect on the profitability of our
business

Our business is directly affected by the performance of our clients and general economic conditions. Recent turmoil in
the financial markets has adversely affected economic activity in the U.S. and other regions of the world in which we
do business. There is evidence that this is affecting demand for some of our services. In substantially all of our client
programs, we generate revenue based, in large part, on the amount of time our employees devote to our clients
customers. Consequently, the amount of revenue generated from any particular client program is dependent upon
consumers interest in and use of our client s products and/or services, which may be adversely affected by general
economic conditions. Our clients may not be able to market or develop products and services that require their
customers to use our services, especially as a result of the recent downturn in the U.S. and worldwide economy.
Furthermore, a decline in our clients business or performance, including possible client bankruptcies, could impair
their ability to pay for our services. Our business, financial condition, results of operations and cash flows would be
adversely affected if any of our major clients were unable or unwilling, for any reason, to pay for our services.

A large portion of our revenue is generated from a limited number of clients, and the loss of one or more of our
clients could cause a reduction in our revenue and operating results

We rely on strategic, long-term relationships with large, global companies in targeted industries. As a result, we derive
a substantial portion of our revenue from relatively few clients. Our five largest clients collectively represented 36%
of revenue in 2009 and 39% of revenue in 2008. Our ten largest clients represented 58% of revenue in 2009 and 58%
of revenue in 2008. One of our clients, T-Mobile, represented 10% of our revenue in 2009. Another one of our clients,
Sprint Nextel, represented 13% of our revenue in 2008.

We believe that a substantial portion of our total revenue will continue to be derived from a relatively small number of
our clients in the future. The contracts with our five largest clients expire between 2010 and 2011. We have
historically renewed most of our contracts with our largest clients. However, there is no assurance that any contracts
will be renewed or, if renewed, will be on terms as favorable as the existing contracts. The volumes and profit margins
of our most significant programs may decline and we may not be able to replace such clients or programs with clients
or programs that generate comparable revenue and profits. The loss of all or part of a major client s business could
have a material adverse effect on our business, financial condition, results of operations and cash flows.

Client consolidations could result in a loss of clients or contract concessions that would adversely affect our
operating results

We serve clients in targeted industries that have historically experienced a significant level of consolidation. If one of
our clients is acquired by another company (including another one of our clients), provisions in certain of our
contracts allow these clients to cancel or renegotiate their contracts, or to seek contract concessions. Such
consolidations may result in the termination or phasing out of an existing client contract, volume discounts and other
contract concessions that could have an adverse effect on our business, financial condition, results of operations and
cash flows.

Unauthorized disclosure of sensitive or confidential client and customer data could expose us to protracted and
costly litigation, penalties and cause us to lose clients

Table of Contents 25



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

We are dependent on IT networks and systems to process, transmit and store electronic information and to
communicate among our locations around the world and with our alliance partners and clients. Security breaches of
this infrastructure could lead to shutdowns or disruptions of our systems and potential unauthorized disclosure of
confidential information. We are also required at times to manage, utilize
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and store sensitive or confidential client or customer data. As a result, we are subject to numerous U.S. and foreign
laws and regulations designed to protect this information, such as the European Union Directive on Data Protection
and various U.S. federal and state laws governing the protection of health or other individually identifiable
information. If any person, including any of our employees, negligently disregards or intentionally breaches our
established controls with respect to such data or otherwise mismanages or misappropriates that data, we could be
subject to monetary damages, fines and/or criminal prosecution. Unauthorized disclosure of sensitive or confidential
client or customer data, whether through systems failure, employee negligence, fraud or misappropriation, could
damage our reputation and cause us to lose clients. Similarly, unauthorized access to or through our information
systems or those we develop for our clients, whether by our employees or third parties, could result in negative
publicity, legal liability and damage to our reputation, business, financial condition, results of operations and cash
flows.

Our financial results depend on our capacity utilization, in particular our ability to forecast our clients customer
demand and make corresponding decisions regarding staffing levels, investments and operating expenses

Our delivery center utilization rates have a substantial and direct effect on our profitability, and we may not achieve
desired utilization rates. Our utilization rates are affected by a number of factors, including:

Our ability to maintain and increase capacity in each of our delivery centers during peak and non-peak hours;

Our ability to predict our clients customer demand for our services and thereby to make corresponding
decisions regarding staffing levels, investments and other operating expenditures in each of our delivery
center locations;

Our ability to hire and assimilate new employees and manage employee turnover; and

Our need to devote time and resources to training, professional development and other non-chargeable
activities.

However, because the majority of our business is inbound from our clients customer-initiated encounters, we have
significantly higher utilization during peak (weekday) periods than during off-peak (night and weekend) periods. We
have experienced periods of idle capacity, particularly in our multi-client delivery centers. Historically, we experience
idle peak period capacity upon opening a new delivery center or termination or completion of a large client program.
We may consolidate or close under-performing delivery centers in order to maintain or improve targeted utilization
and margins. In the event we close delivery centers in the future, we may be required to record restructuring or
impairment charges, which could adversely impact our results of operations. There can be no assurance that we will be
able to achieve or maintain desired delivery center capacity utilization. As a result of the fixed costs associated with
each delivery center, quarterly variations in client volumes, many of which are outside our control, can have a material
adverse effect on our utilization rates. If our utilization rates are below expectations in any given quarter, our financial
condition, results of operations and cash flows for that quarter could be adversely affected.

Our business depends on uninterrupted service to clients

Our operations are dependent upon our ability to protect our facilities, computer and telecommunications equipment
and software systems against damage or interruption from fire, power loss, terrorist or cyber attacks, sabotage,
telecommunications interruption or failure, labor shortages, weather conditions, natural disasters and other similar
events. Additionally, severe weather can cause our employees to miss work and interrupt the delivery of our services,
resulting in a loss of revenue. In the event we experience a temporary or permanent interruption at one or more of our
locations (including our corporate headquarters building), our business could be materially adversely affected and we
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may be required to pay contractual damages or face the suspension or loss of a client s business. Further, the impacts
associated with global climate change, such as rising sea levels or increased and intensified storm activity, may cause
increased business interruptions or may require the relocation of our facilities
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located in low-lying coastal areas. Although we maintain property and business interruption insurance, such insurance
may not adequately compensate us for any losses we may incur.

Many of our contracts utilize performance pricing that link some of our fees to the attainment of various
performance or business targets, which could increase the variability of our revenue and operating margin

A majority of our contracts include performance clauses that condition some of our fees on the achievement of
agreed-upon performance standards or milestones. These performance standards can be complex and often depend in
some measure on our clients actual levels of business activity or other factors outside of our control. If we fail to
satisfy these measures, it could reduce our revenue under the contracts or subject us to potential damage claims under
the contract terms.

Our contracts provide for early termination, which could have a material adverse effect on our operating results

Most of our contracts do not ensure that we will generate a minimum level of revenue and the profitability of each
client program may fluctuate, sometimes significantly, throughout the various stages of a program. Our contracts
generally enable the clients to terminate the contract or reduce customer interaction volumes. Our larger contracts
generally require the client to pay a contractually agreed amount and/or provide prior notice in the event of early
termination. There can be no assurance that we will be able to collect early termination fees.

We may not be able to offset increased costs with increased service fees under long-term contracts

Some of our larger long-term contracts allow us to increase our service fees if and to the extent certain cost or price
indices increase. The majority of our expenses are payroll and payroll-related, which includes healthcare costs. Over
the past several years, payroll costs, including healthcare costs, have increased at a rate much greater than that of
general cost or price indices. Increases in our service fees that are based upon increases in cost or price indices may
not fully compensate us for increases in labor and other costs incurred in providing services. There can be no
assurance that we will be able to recover increases in our costs through increased service fees.

Our business may be affected by our ability to obtain financing

From time to time, we may need to obtain debt or equity financing for capital expenditures, stock repurchases,
payment of existing obligations, replenishment of cash reserves, acquisitions or joint ventures. Additionally, our
existing credit facility requires us to comply with certain financial covenants. There can be no assurance that we will
be able to obtain additional debt or equity financing, or that any such financing would be on terms acceptable to us.
Furthermore, there can be no assurance that we will be able to meet the financial covenants under our debt agreements
or, in the event of noncompliance, will be able to obtain waivers or amendments from the lenders.

Our business may be affected by risks associated with international operations and expansion

An important component of our growth strategy is continued international expansion. There are certain risks inherent
with conducting international business, including but not limited to:

Management of personnel overseas;
Longer payment cycles;

Difficulties in accounts receivable collections;
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Foreign currency exchange rates;
Difficulties in complying with foreign laws;
Unexpected changes in regulatory requirements;
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Political and social instability, as demonstrated by terrorist threats, regime change, increasing tension in the
Middle East and other regions, and the resulting need for enhanced security measures; and

Potentially adverse tax consequences.

Any one or more of these or other factors could have a material adverse effect on our international operations and,
consequently, on our business, financial condition, results of operations and cash flow. There can be no assurance that
we will be able to manage our international operations successfully.

Our financial results may be impacted by foreign currency exchange risk

We serve an increasing number of our clients from delivery centers in other countries that include Argentina, Canada,
Costa Rica, Malaysia, Mexico, the Philippines and South Africa. Contracts with these clients are typically priced,
invoiced, and paid in U.S. dollars while the costs incurred to operate these delivery centers are denominated in the
functional currency of the applicable non-U.S.-based operating subsidiary. Therefore, fluctuations between the
currencies of the contracting and operating subsidiary present foreign currency exchange risks. In addition, because
our financial statements are denominated in U.S. dollars, and approximately 24% of our revenue is derived from
contracts denominated in other currencies, our results of operations and revenue could be adversely affected if the
U.S. dollar strengthens significantly against foreign currencies.

While we enter into forward and option contracts to hedge against the effect of exchange rate fluctuations, the foreign
exchange exposure between the contracting and operating subsidiaries is not hedged 100%. Since the operating
subsidiary assumes the foreign exchange exposure, its operating margins could decrease if the operating subsidiary s
currency strengthens against the contracting subsidiary s currency. For example, our operating subsidiaries are at risk if
their functional currency strengthens against the contracting subsidiary s currency (typically the U.S. dollar). If the
U.S. dollar devalues against the operating subsidiaries functional currency, the financial results of those operating
subsidiaries and TeleTech (upon consolidation) will be negatively affected. While our hedging strategy effectively
offsets a portion of these foreign currency changes, there can be no assurance that we will be able to continue to
successfully hedge this foreign currency exchange risk or that the value of the U.S. dollar will not materially weaken.
If we fail to manage our foreign currency exchange risk, our business, financial condition, results of operations and
cash flows could be adversely affected.

We are subject to counterparty credit risk and market risk with respect to financial transactions with our financial
institutions

The recent global economic and credit crisis weakened the creditworthiness of many financial institutions, and in
some circumstances caused previously financially solvent financial institutions to file for bankruptcy.

The counterparties to our hedge transactions are financial institutions or affiliates of financial institutions, and we are
subject to risks that these counterparties become insolvent and fail to perform their financial obligations under these
hedge transactions. Our hedging exposure to counterparty credit risk is not secured by any collateral. If one or more of
the counterparties to one or more of our hedge transactions becomes subject to insolvency proceedings, we will

become an unsecured creditor in those proceedings with a claim equal to our exposure at the time under those
transactions. Our exposure will depend on many factors but, generally, our credit exposure will depend on foreign
exchange rate movements relative to the contracted foreign exchange rate and whether any gains result that are not
realized due to a counterparty default. While all of our counterparty financial institutions are investment grade rated

by Standard & Poor s and Moody s as of December 31, 2009, we can provide no assurances as to the financial stability
or viability of any of our counterparties.
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We also have a revolving credit facility with a syndicate of financial institutions that were investment grade rated at
December 31, 2009. We can provide no assurances as to the financial stability or viability of
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these financial and other institutions and their ability to fund their obligations when required under our agreements.
Our global operations expose us to numerous and sometimes conflicting legal and regulatory requirements

Because we provide services to our clients customers, who reside in 85 countries, we are subject to numerous, and
sometimes conflicting, legal regimes on matters as diverse as import/export controls, content requirements, trade
restrictions, tariffs, taxation, sanctions, government affairs, immigration, internal and disclosure control obligations,
data privacy and labor relations. Violations of these regulations could result in liability for monetary damages, fines
and/or criminal prosecution, unfavorable publicity, restrictions on our ability to process information and allegations by
our clients that we have not performed our contractual obligations. Due to the varying degrees of development of the
legal systems of the countries in which we operate, local laws might be insufficient to protect our contractual and
intellectual property rights, among other rights.

Changes in U.S. federal, state and international laws and regulations may adversely affect the sale of our services,
including expansion of overseas operations. In the U.S., some of our services must comply with various federal and
state regulations regarding the method of placing outbound telephone calls. In addition, we could incur liability for
failure to comply with laws or regulations related to the portions of our clients businesses that are transferred to us.
Changes in these regulations and requirements, or new restrictive regulations and requirements, may slow the growth
of our services or require us to incur substantial costs. Changes in laws and regulations could also mandate significant
and costly changes to the way we implement our services and solutions, such as preventing us from using offshore
resources to provide our services, or could impose additional taxes on the provision of our services and solutions.
These changes could threaten our ability to continue to serve certain markets.

Our financial results and projections may be impacted by our ability to maintain and find new locations for our
delivery centers in countries with stable wage rates

Our industry is labor-intensive and the majority of our operating costs relate to wages, employee benefits and
employment taxes. As a result, our future growth is dependent upon our ability to find cost-effective locations in
which to operate, both domestically and internationally. Some of our delivery centers are located in countries that
have experienced rising standards of living, which may in turn require us to increase employee wages. In addition,
approximately 10,300 employees outside the U.S. are covered by collective bargaining agreements. Although we
anticipate that the terms of agreements will not impact us in a manner materially different than other companies
located in these countries, we may not be able to pass increased labor costs on to our clients. There is no assurance
that we will be able to find cost-effective locations. Any increases in labor costs may have a material adverse effect on
our business, financial condition, results of operations and cash flows.
The business process outsourcing markets are highly competitive, and we might not be able to compete effectively
Our ability to compete will depend on a number of factors, including our ability to:

Initiate, develop and maintain new client relationships;

Maintain and expand existing client programs;

Staff and equip suitable delivery center facilities in a timely manner; and

Develop new solutions and enhance existing solutions we provide to our clients.

Moreover, we compete with a variety of companies with respect to our offerings, including:
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Offshore service providers in lower-cost locations that offer services similar to those we offer, often at highly
competitive prices;
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Niche solution or service providers that compete with us in a specific geographic market, industry segment or
service area; and

Most importantly, the in-house operations of clients or potential clients.

Because our primary competitors are the in-house operations of existing or potential clients, our performance and
growth could be adversely affected if our existing or potential clients decide to provide in-house business process
services they currently outsource, or retain or increase their in-house business processing services and product support
capabilities. In addition, competitive pressures from current or future competitors also could cause our services to lose
market acceptance or put downward pressure on the prices we charge for our services and on our operating margins. If
we are unable to provide our clients with superior services and solutions at competitive prices, our business, financial
condition, results of operations and cash flows could be adversely affected.

We may not be able to develop our services and solutions in response to changes in technology and client demand

Our success depends on our ability to develop and implement systems technology and outsourcing services and
solutions that anticipate and respond to rapid and continuing changes in technology, industry developments and client
needs. Our continued growth and future profitability will be highly dependent on a number of factors, including our
ability to develop new technologies that:

Expand our existing solutions and offerings;
Achieve cost efficiencies in our existing delivery center operations; and
Introduce new solutions that leverage and respond to changing technological developments.

We may not be successful in anticipating or responding to these developments on a timely basis. Our integration of
new technologies may not achieve their intended cost reductions and services and technologies offered by current or
future competitors may make our service offerings uncompetitive or obsolete. Our failure to maintain our
technological capabilities or to respond effectively to technological changes could have a material adverse effect on
our business, financial condition, results of operations and cash flows.

If we fail to recruit, hire, train and retain key executives or qualified employees, our business will be adversely
affected

Our business is labor intensive and places significant importance on our ability to recruit, train, and retain qualified
personnel. We generally experience high employee turnover and are continuously required to recruit and train
replacement personnel as a result of a changing and expanding work force. Demand for qualified technical
professionals conversant in multiple languages, including English, and/or certain technologies may exceed supply, as
new and additional skills are required to keep pace with evolving technologies. In addition, certain delivery centers are
located in geographic areas with relatively low unemployment rates, which could make it more costly to hire qualified
personnel. Our ability to locate and train employees is critical to achieving our growth objective. Our inability to
attract and retain qualified personnel or an increase in wages or other costs of attracting, training, or retaining qualified
personnel could have a material adverse effect on our business, financial condition, results of operations and cash
flows.

Our success is also dependent upon the efforts, direction and guidance of our executive management team. Although
members of our executive team are subject to non-competition agreements, they can terminate their employment at
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any time. The loss of any member of our senior management team could adversely affect our business, financial
condition, results of operations and cash flows and growth potential.
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If we fail to integrate businesses and assets that we may acquire through joint ventures or acquisitions, we may lose
clients and our liquidity, capital resources and profitability may be adversely affected

We may pursue joint ventures or strategic acquisitions of companies with services, technologies, industry
specializations, or geographic coverage that extend or complement our existing business. Acquisitions and joint
ventures often involve a number of special risks, including the following:

We may encounter difficulties integrating acquired software, operations and personnel and our management s
attention could be diverted from other business concerns;

We may not be able to successfully incorporate acquired technology and rights into our service offerings and
maintain uniform standards, controls, procedures and policies;

The businesses or assets we acquire may fail to achieve the revenue and earnings we anticipated, causing us to
incur additional debt to fund operations and to write down the value of acquisitions on our financial
statements;

We may assume liabilities associated with the sale of the acquired company s products or services;

Our resources may be diverted in asserting and defending our legal rights and we may ultimately be liable for
contingent and other liabilities, not previously disclosed to us, of the companies that we acquire;

Acquisitions may disrupt our ongoing business and dilute our ownership interest;
Acquisitions may result in litigation from former employees or third parties; and

Due diligence may fail to identify significant issues with product quality, product architecture, ownership
rights and legal contingencies, among other matters.

We may pursue strategic alliances in the form of joint ventures and partnerships, which involve many of the same
risks as acquisitions as well as additional risks associated with possible lack of control if we do not have a majority
ownership position. Any of the factors identified above could have a material adverse effect on our business and on
the market value of our common stock.

In addition, negotiation of potential acquisitions and the resulting integration of acquired businesses, products, or
technologies, could divert management s time and resources. Future acquisitions could cause us to issue dilutive equity
or incur debt, contingent liabilities, additional amortization charges from intangible assets, asset impairment charges,

or write-off charges for in-process research and development and other indefinite-lived intangible assets that could
adversely affect our business, financial condition, results of operations and cash flows.

We face risks related to health epidemics, which could disrupt our business and have a material adverse effect on
our financial condition and results of operations.

Our business could be materially and adversely affected by health epidemics, including, but not limited to, outbreaks

of the HIN1 influenza virus (commonly known as the swine flu ), the avian flu, and severe acute respiratory syndrome
( SARS ). Outbreaks of SARS in 2003 and 2004 and the avian flu in 2006, 2007 and 2008 alarmed people around the
world, raising issues pertaining to health and travel and undermining confidence in the world s economy. More
recently, cases of the HIN1 virus have been identified internationally, including confirmed human outbreaks and

deaths. Any prolonged epidemic of the HIN1 virus, avian flu, SARS, or other contagious infection in the markets in
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which we do business may result in worker absences, lower asset utilization rates, voluntary closure of our offices and
delivery centers, travel restrictions on our employees, and other disruptions to our business. Moreover, health
epidemics may force local health and government authorities to mandate the closure of our offices and delivery
centers. Any prolonged or widespread health epidemic could severely disrupt our business
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operations, result in a significant decrease in demand for our services, and have a material adverse effect on our
financial condition and results of operations.

Risks Relating to Our Common Stock
The market price for our common stock may be volatile

The trading price of our common stock has been volatile and may be subject to wide fluctuations in response to,
among other factors, the following:

Actual or anticipated variations in our quarterly results;

Announcements of new contracts or contract cancellations;

Changes in financial estimates by securities analysts;

Our ability to meet the expectations of securities analysts;

Conditions or trends in the business process outsourcing industry;

Changes in the market valuations of other business process outsourcing companies;

Developments in countries where we have significant delivery centers, GigaPOPs or operations;

The ability of our clients to pay for our services; or

Other events or factors, many of which are beyond our control.
In addition, the stock market in general, the NASDAQ Global Select Market and the market for BPO providers in
particular have experienced extreme price and volume fluctuations that have often been unrelated or disproportionate
to the operating performance of particular companies. These broad market and industry factors may materially and
adversely affect our stock price, regardless of our operating performance.
You may suffer significant dilution as a result of our outstanding stock options and our equity incentive programs
We have adopted benefit plans for the compensation of our employees and directors under which restricted stock units
( RSUs ) and options to purchase our common stock have been and will continue to be granted. Options to purchase
approximately 3.3 million shares of our common stock were outstanding at December 31, 2009, of which
approximately 3.2 million shares were exercisable. RSUs representing approximately 2.4 million shares were
outstanding at December 31, 2009, all of which were unvested. The large number of shares issuable upon exercise of
our options and other equity incentive grants could have a significant depressing effect on the market price of our

stock and cause dilution to the earnings per share of our common stock.

Our Chairman and Chief Executive Officer has practical control over all matters requiring action by our
stockholders

Kenneth D. Tuchman, our Chairman and Chief Executive Officer, beneficially owns approximately 50.7% of our

common stock. As a result, Mr. Tuchman has practical control over all matters requiring action by our stockholders,
including the election of our entire Board of Directors. It is unlikely that a change in control of our company could be
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effected without his approval.

We and certain of our officers and directors have been named as parties to class action and related lawsuits
relating to our historical equity-based compensation practices and resulting restatements, and additional lawsuits
may be filed in the future

In connection with our historical equity-based compensation practices and resulting restatements, a securities class
action lawsuit and a shareholder derivative lawsuit were filed against the Company, certain of our current directors
and officers and others. There may be additional lawsuits of this nature filed in the future. We cannot predict the
outcome of these lawsuits, nor can we predict the amount of time
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and expense that will be required to resolve these lawsuits. Although we expect the majority of expenses related to the
lawsuits to be covered by insurance, there can be no assurance that all such expenses will be reimbursed.

Our controls and procedures may not prevent or detect all errors or acts of fraud

Our management, including our CEO and Interim CFO, believes that any disclosure controls and procedures or
internal controls and procedures, no matter how well conceived and operated, can provide only reasonable, not
absolute, assurance that the objectives of the control system are met. Further, the design of a control system must
consider the benefits of controls relative to their costs. Inherent limitations within a control system include the realities
that judgments in decision-making can be faulty, and that breakdowns can occur because of simple error or mistake.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people
or by an unauthorized override of the controls. While the design of any system of controls is to provide reasonable
assurance of the effectiveness of disclosure controls, such design is also based in part upon certain assumptions about
the likelihood of future events, and such assumptions, while reasonable, may not take into account all potential future
conditions. Accordingly, because of the inherent limitations in a cost effective control system, misstatements due to
error or fraud may occur and may not be prevented or detected.

Failure to maintain an effective system of internal control over financial reporting may have an adverse effect on
our stock price

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, and the rules and regulations promulgated by the
Securities and Exchange Commission ( SEC ) to implement Section 404, we are required to furnish a report by our
management to include in this Form 10-K regarding the effectiveness of our internal control over financial reporting.
The report includes, among other things, an assessment of the effectiveness of our internal control over financial
reporting as of the end of our fiscal year, including a statement as to whether or not our internal control over financial
reporting is effective. This assessment must include disclosure of any material weaknesses in our internal control over
financial reporting identified by management. We have in the past discovered, and may potentially in the future
discover, areas of internal control over financial reporting which may require improvement. If we are unable to assert
that our internal control over financial reporting is effective now or in any future period, or if our auditors are unable
to express an opinion on the effectiveness of our internal controls, we could lose investor confidence in the accuracy
and completeness of our financial reports, which could have an adverse effect on our stock price.

ITEM 1B. UNRESOLVED STAFF COMMENTS

We have not received written comments regarding our periodic or current reports from the staff of the SEC that were
issued 180 days or more preceding the end of our 2009 fiscal year that remain unresolved.

ITEM 2. PROPERTIES

Our corporate headquarters are located in Englewood, Colorado, which consists of approximately 264,000 square feet
of owned office space.

As of December 31, 2009, excluding delivery centers we have exited, we operated 68 delivery centers that are
classified as follows:

Multi-Client Center We lease space for these centers and serve multiple clients in each facility;

Dedicated Center We lease space for these centers and dedicate the entire facility to one client; and
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Managed Center These facilities are leased or owned by our clients and we staff and manage these sites on
behalf of our clients in accordance with facility management contracts.
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As of December 31, 2009, our delivery centers were located in the following countries:

Total Number
Multi-Client  Dedicated = Managed of
Delivery
Centers Centers Centers Centers

Argentina 4 2 6
Australia 2 1 3
Brazil 1 1 2
Canada 2 4 1 7
China 1 1
Costa Rica 1 1
Germany 1 1
Malaysia 1 1
Mexico 3 3
New Zealand 1 1 2
Northern Ireland 1 1
Philippines 13 13
Scotland 1 2 3
South Africa 1 1 2
Spain 4 1 1 6
United States of America 5 6 16
Total 39 12 17 68

The leases for all of our delivery centers have remaining terms ranging from one to 11 years and generally contain
renewal options. We believe that our existing delivery centers are suitable and adequate for our current operations, and
we have plans to build additional centers to accommodate future business.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we have been involved in claims and lawsuits, both as plaintiff and defendant, which arise in the
ordinary course of business. Accruals for claims or lawsuits have been provided for to the extent that losses are
deemed both probable and estimable. Although the ultimate outcome of these claims or lawsuits cannot be
ascertained, on the basis of present information and advice received from counsel, we believe that the disposition or
ultimate resolution of such claims or lawsuits will not have a material adverse effect on our financial position, cash
flows or results of operations.

Securities Class Action

On January 25, 2008, a class action lawsuit was filed in the United States District Court for the Southern District of
New York entitled Beasley v. TeleTech Holdings, Inc., et al. against TeleTech, certain current directors and officers
and others alleging violations of Sections 11, 12(a)(2) and 15 of the Securities Act, Section 10(b) of the Securities
Exchange Act and Rule 10b-5 promulgated thereunder and Section 20(a) of the Securities Exchange Act. The
complaint alleges, among other things, false and misleading statements in the Registration Statement and Prospectus
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in connection with (i) a March 2007 secondary offering of common stock and (ii) various disclosures made and
periodic reports filed by the Company between February 8, 2007 and November 8, 2007. On February 25, 2008, a
second nearly identical class action complaint, entitled Brown v. TeleTech Holdings, Inc., et al., was filed in the same
court. On May 19, 2008, the actions described above were consolidated under the caption In re: TeleTech Litigation
and lead plaintiff and lead counsel were approved. On October 21, 2009, the Company and the other defendants
named executed a stipulation of settlement with the lead plaintiffs to settle the consolidated class action lawsuit. The
United States District Court for the Southern District of New York has preliminarily approved the settlement and has
set a hearing on final approval on June 11, 2010. The Company will pay $225,000 of the total settlement amount,
which is included in Other accrued expenses in the Consolidated Balance Sheet, and the rest of the settlement amount
will be covered by the Company s insurance carriers.

19

Table of Contents 44



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

Table of Contents
Derivative Action

On July 28, 2008, a shareholder derivative action was filed in the Court of Chancery, State of Delaware, entitled
Susan M. Gregory v. Kenneth D. Tuchman, et al., against certain of TeleTech s former and current officers and
directors alleging, among other things, that the individual defendants breached their fiduciary duties and were unjustly
enriched in connection with: (i) equity grants made in excess of plan limits; and (ii) manipulating the grant dates of
stock option grants from 1999 through 2008. TeleTech is named solely as a nominal defendant against whom no
recovery is sought. On October 26, 2009, the Company and other defendants in the derivative action executed a
stipulation of settlement with the lead plaintiffs to settle the derivative action. On January 5, 2010, the Court of
Chancery, State of Delaware issued final approval of the settlement. The total amount to be paid under the approved
settlement will be covered by the Company s insurance carriers.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of our security holders during the fourth quarter of 2009.
PART II

ITEM 5. MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the NASDAQ Global Select Market under the symbol TTEC. The following table sets
forth the range of the high and low sales prices per share of the common stock for the quarters indicated as reported on
the NASDAQ Global Select Market:

High Low
Fourth Quarter 2009 $ 20.89 $ 1482
Third Quarter 2009 $ 18.28 $ 14.05
Second Quarter 2009 $ 15.37 $ 10.01
First Quarter 2009 $ 11.89 $ 7.05
Fourth Quarter 2008 $ 13.20 $ 643
Third Quarter 2008 $ 21.07 $ 10.02
Second Quarter 2008 $ 26.88 $ 19.88
First Quarter 2008 $ 23.59 $ 16.17

As of December 31, 2009, we had approximately 551 holders of record of our common stock. We have never declared
or paid any dividends on our common stock and we do not expect to do so in the foreseeable future.

Stock Repurchase Program

In November 2001, the Board of Directors ( Board ) authorized a stock repurchase program to repurchase up to

$5.0 million of our common stock with the objective of increasing stockholder returns. The Board has since
periodically authorized additional increases in the program. Since inception of the program through December 31,
2009, the Board has authorized the repurchase of shares up to an aggregate value of $312.3 million. Since inception of
the program, we have purchased 23.8 million shares for $286.7 million.
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During the year ended December 31, 2009, we purchased 2.5 million shares for $34.8 million. As of December 31,
2009, the remaining allowance under the program was approximately $25.6 million. For the period from January 1,
2010 through February 22, 2010, we have purchased an additional 0.6 million shares for $11.4 million. On
February 18, 2010, the Board authorized an increase of $25.0 million in the funding available for share repurchase.
The stock repurchase program does not have an expiration date.
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Issuer Purchases of Equity Securities During the Fourth Quarter of 2009

The following table provides information about our repurchases of equity securities during the quarter ended
December 31, 2009:

Total Number Approximate
of Shares Dollar Value of
Purchased as Shares that May

Part of Yet Be
Total Publicly Purchased

Number of Average Announced Under the Plans

Shares Price Paid Plans or or Programs

Period Purchased per Share Programs (In thousands)
October 1, 2009  October 31, 2009 $ $ 33,548
November 1, 2009 November 30, 2009 $ $ 33,548
December 1, 2009 December 31, 2009 414,143 $ 19.07 414,143 $ 25,650

Total 414,143 414,143

Equity Compensation Plan Information

The following table sets forth, as of December 31, 2009, the number of shares of our common stock to be issued upon
exercise of outstanding options, RSUs, warrants and rights, the weighted-average exercise price of outstanding
options, warrants and rights, and the number of securities available for future issuance under equity-based

compensation plans.

Plan Category

Equity compensation plans approved by

security holders

Equity compensation plans not approved

by security holders
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Number of

Securities to be
Issued Upon

Exercise of
Outstanding
Options, RSUs,
Warrants and
Rights
(a)

5,732,891

Weighted-
Average

Exercise Price of

Outstanding
Options,
Warrants
and Rights(b)

11.72(2)

Number of
Securities
Remaining
Available
for Future
Issuance
Under Equity
Compensation
Plans
(Excluding
Securities
Reflected in
Column

(a))

2,993,441
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Total 5,732,891 2,993,441

() Includes options to purchase 3,337,913 shares and 2,394,978 RSUs issued under our equity incentive plans.
(@) Weighted average exercise price of outstanding stock options; excludes RSUs, which have no exercise price.
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Stock Performance Graph

The graph depicted below compares the performance of TeleTech common stock with the performance of the
NASDAQ Composite Index; the Russell 2000 Index; and customized peer group over the period beginning on
December 31, 2004 and ending on December 31, 2009. We have chosen a Peer Group composed of Convergys
Corporation (NYSE: CVG), Genpact Limited (NYSE: G), Sykes Enterprises, Incorporated (NASDAQ: SYKE) and
Teleperformance (NYSE Euronext: RCF). We believe that the companies in the Peer Group are relevant to our current
business model, market capitalization and position in the overall BPO industry.

The graph assumes that $100 was invested on December 31, 2004 in our common stock and in each comparison
index, and that all dividends were reinvested. We have not declared any dividends on our common stock. Stock price
performance shown on the graph below is not necessarily indicative of future price performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among TeleTech Holdings, Inc., The NASDAQ Composite Index,
The Russell 2000 Index, An Old Peer Group And A New Peer Group

December
2004 2005 2006 2007 2008 2009

TeleTech Holdings, Inc. $ 100 $ 124 $ 246 $ 220 $ 8 $ 207
NASDAQ Composite $ 100 $ 101 $ 114 $ 124 $ 73 $ 106
Russell 2000 $ 100 $ 105 $ 124 $ 122 $ 81 $ 103
Peer Group $ 100 $ 116 $ 167 $ 139 $ 82 §$ 125

*$100 invested on 12/31/04 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should be read in conjunction with Item 7. Management s Discussion and
Analysis of Financial Condition and Results of Operations, the Consolidated Financial Statements and the related
notes appearing elsewhere in this Form 10-K (amounts in thousands except per share amounts).

Year Ended December 31,

2009 2008® 2007® 2006 2005®
Statement of
Operations Data
Revenue $ 1,167,915 $ 1,400,147 $ 1,369,632 $ 1,210,753 $ 1,085,903
Cost of services (820,517) (1,024,451) (1,001,459) (882,809) (809,059)
Selling, general and
administrative (180,039) (199,495)@ (207,528)@ (199,995) (183,111)
Depreciation and
amortization (56,991) (59,166) (55,953) (51,989) (54,412)
Other operating
expenses (9,659)() (8,077)® (22,904)®) (2,195)M (7,384)®
Income from
operations 100,709 108,958 81,788 73,765 31,937
Other income (expense) 2,334 (4,354) (6,437)©® (4,442) (156)
Provision for income
taxes (27,477) (27,269)® (19,562) (16,474)® (3,953)@
Noncontrolling Interest (3,812) (3,588) (2,686) (1,868) (1,542)
Net income
attributable to

TeleTech shareholders $ 71,754 $ 73,747 $ 53,103 $ 50,981 $ 26,286

Weighed average

shares outstanding

Basic 62,891 68,208 70,228 69,184 72,121
Diluted 64,238 69,578 72,638 69,869 73,134
Net income per share

attributable to

TeleTech shareholders

Basic $ 1.14 $ 1.08 $ 0.76 $ 0.74 $ 0.36
Diluted $ 1.12 $ 1.06 $ 0.73 $ 0.73 $ 0.36
Balance Sheet Data

Total assets $ 640,167 $ 668,942 $ 760,295 $ 664,421 $ 527,973
Total long-term

liabilities $ 38,300 $ 127,949 $ 118,729 $ 111,800 $ 68,646

Table of Contents



Edgar Filing: TELETECH HOLDINGS INC - Form 10-K

() Includes $5.7 million charge related to reductions in force; $0.8 million charge related to facility exit charges;
$1.4 million benefit related to the revised estimates of facility exit charges; and a $4.6 million charge related to
the impairment of property and equipment.

@ TIncludes $14.6 million and $11.5 million for 2008 and 2007, respectively, for costs incurred for the Company s
review of its equity-based compensation practices and restatement of the Consolidated Financial Statements.

) Includes $3.3 million charge related to reductions in force; $3.0 million charge related to facility exit charges; and
a $2.0 million charge related to the impairment of property and equipment.

4 Includes benefits due to the reversal of income tax valuation allowances of $3.9 million, $5.7 million, and
$12.7 million for the years 2008, 2006 and 2005, respectively. The year 2006 includes a $3.3 million benefit due
to the Enhansiv Holdings, Inc. loss carry forward. The year 2005 includes a $3.7 million charge related to the
repatriation of foreign earnings under a Qualified Domestic Reinvestment (Gross) Plan.

®) Includes the following items: $13.4 million charge related to the impairment of goodwill; $2.4 million charge
related to the impairment of property and equipment; $3.8 million charge related to reductions in force;
$4.0 million charge related to facility exit charges; and a $0.7 million benefit related to the revised estimates of
restructuring charges.

© Includes a net $0.9 million benefit related to the sale of assets; and a $2.2 million benefit related to the execution
of a software and intellectual property license agreement.

() Includes $1.0 million charge related to reductions in force; $0.8 million related to facility exit costs; and a
$0.6 million charge related to the impairment of property and equipment.
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®) Includes $2.3 million charge related to the impairment of property and equipment; $2.1 million charge related to
reductions in force; $2.6 million charge related to facility exit charges; $0.6 million impairment loss related to a
decision to exit a lease early and to discontinue use of certain software; and a $0.2 million benefit related to
revised estimates of restructuring and impairment charges.

©®) Presentation has been recast in accordance with the application of new accounting guidance for non-controlling
interest. See Note 1 to the Consolidated Financial Statements.

ITEM 7. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Executive Summary

TeleTech is one of the largest and most geographically diverse global providers of business process outsourcing
solutions. We have a 28-year history of designing, implementing and managing critical business processes for Global
1000 companies to help them improve their customers experience, expand their strategic capabilities and increase
their operating efficiencies. By delivering a high-quality customer experience through the effective integration of
customer-facing, front-office processes with internal back-office processes, we enable our clients to better serve, grow
and retain their customer base. We have developed deep vertical industry expertise and support more than 270
business process outsourcing programs serving approximately 90 global clients in the automotive, broadband, cable,
financial services, government, healthcare, logistics, media and entertainment, retail, technology, travel, and wireline
and wireless communication industries.

As globalization of the world s economy continues to accelerate, businesses are increasingly competing on a
large-scale basis due to rapid advances in technology and telecommunications that permit cost-effective real-time
global communications and ready access to a highly-skilled worldwide labor force. As a result of these developments,
we believe that companies have increasingly outsourced business processes to third-party providers in an effort to
enhance or maintain their competitive position while increasing shareholder value through improved productivity and
profitability.

Revenue in 2009 decreased over the prior year due to the global economic slowdown resulting in a decline in our
current call volumes, delayed client purchasing decisions along with the continued migration of several of our clients
to our offshore delivery centers, and proactively managing underperforming and geographies out of our portfolio. We
believe that our revenue will continue to grow over the long-term as global demand for our services is fueled by the
following trends:

Focus on providers who can offer fully integrated revenue generation solutions. A focus on providers who
can offer fully integrated revenue generation solutions to target new markets and improve revenue and
profitability through customer acquisition, retention and growth by leveraging the profitability potential of
each customer.

Integration of front- and back-office business processes to provide increased operating efficiencies and an
enhanced customer experience especially in light of the w