
APAC CUSTOMER SERVICES, INC
Form 10-K
March 01, 2010

Edgar Filing: APAC CUSTOMER SERVICES, INC - Form 10-K

1



Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K
(Mark One)

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the fiscal year ended January 3, 2010
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: 0-26786

APAC Customer Services, Inc.
(Exact name of registrant as specified in its charter)

Illinois
(State or other jurisdiction of incorporation or

organization)

36-2777140
(I.R.S. employer identification no.)

Bannockburn Lake Office Plaza 1, 2333 Waukegan Road, Suite 100, Bannockburn, Illinois 60015
(Address of principal executive offices)

Registrant�s telephone number, including area code: (847) 374-4980
Securities registered pursuant to Section 12(b) of the Act: Common Shares, $0.01 Par Value, NASDAQ
Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes o No þ
Indicate by checkmark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the
Act. Yes o No þ
Indicate by check mark whether the registrant (l) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes þ No 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). Yes o No o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K 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 þ
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.

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

company)
Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
o No þ
The aggregate market value of the registrant�s common shares held by non-affiliates was approximately $144.8 million
based on the last sale price as of June 26, 2009.
As of February 19, 2010, there were 52,322,726 common shares outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Certain portions of the Registrant�s Proxy Statement for the Annual Meeting of Shareholders to be held on June 15,
2010 are incorporated by reference into Part III of this Annual Report on Form 10-K.
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Forward-Looking Statements and Factors that May Affect Future Results
In passing the Private Securities Litigation Reform Act of 1995 (the �Reform Act�), Congress encouraged public
companies to make �forward-looking statements� by creating a �safe harbor� to protect companies from securities law
liability in connection with forward-looking statements. We intend to qualify our written and oral forward-looking
statements for protection under the Reform Act and any other similar safe harbor provisions. Unless the context
indicates otherwise, the words �Company,� �we,� �our,� and �us,� when used in this Annual Report on Form 10-K refer
collectively to APAC Customer Services, Inc. and its wholly-owned subsidiaries.
Generally, forward-looking statements include expressed expectations, estimates and projections of future events and
financial performance and the assumptions on which these expressed expectations, estimates and projections are
based. Statements that are not historical facts, including statements about our beliefs and expectations and those of our
management are forward-looking statements. Sometimes these statements will contain words such as �believes,�
�expects,� �anticipates,� �intends,� �estimates,� �goals,� �would,� �could,� �should,� �plans,� and other similar words. All
forward-looking statements are inherently uncertain as they are based on various expectations and assumptions about
future events, and they are subject to known and unknown risks and uncertainties that can cause actual events and
results to differ materially from historic results and those projected.
Due to such uncertainties, the investment community is cautioned not to place undue reliance on our written or oral
forward-looking statements, which speak only as of the date on which they were made. If no date is provided, such
statements speak only as of the date of this Annual Report on Form 10-K. We expressly undertake no obligation to
publicly update or revise any forward-looking statements as a result of changed assumptions, new information, future
events or otherwise.
Forward-looking statements are contained in this Annual Report on Form 10-K, primarily in Items 1, 1A, 3, 7, and
7A. Moreover, through our senior management, we may from time to time make forward-looking statements about
matters described herein or about other matters concerning us.
There are numerous factors that could prevent us from achieving our goals and cause future results to differ materially
from historic results or those expressed or implied by our forward-looking statements including, but not limited to, the
following:
� A large portion of our revenue is generated from a limited number of clients and the loss of one or more of them,

or a reduction in their demand for our services, could materially affect our financial results.
� Our operating results and financial condition may be affected by the performance of our clients and general

economic conditions.
� Our financial results depend on our ability to effectively manage our production capacity and our workforce.
� Our success is subject to the terms of our client contracts.
� Our business may be affected by our cash flows from operations and our ability to comply with our debt

covenants and funding requirements under our credit facility.
� Our financial results may be affected by risks associated with international operations and expansion,

including foreign currency fluctuations.
� Our principal shareholder can exercise significant control over us.
� Our success depends on the retention of key personnel.
� We operate in a highly competitive environment.
� Circumstances outside our control such as typhoons, hurricanes, earthquakes, floods and other acts of God,

political instability, equipment malfunction, telephone or data service interruptions, changes in the
telecommunications market, war and terrorism could seriously harm our domestic or international business
operations.

� Our inability to attract and retain a sufficient number of qualified employees could negatively impact our
business.
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� Unauthorized disclosure of sensitive or confidential client and customer data could expose us to protracted and

costly litigation, penalties and may cause us to lose clients.
� Our business and our clients� businesses are subject to federal and state regulation and industry standards.
� Uncertainties relating to future litigation could result in negative impact to financial results.
� Our industry is subject to rapid technological change.
� Volatility of stock price may result in loss of investment.
More detailed discussions of these risk factors can be found in Items 1A and Item 7 of this Annual Report on Form
10-K.
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PART I
Item 1. Description of Business.
General Overview
We are a leading provider of customer care services and solutions to market leaders in the communications,
healthcare, business services, media & publishing, travel & entertainment and financial services industries. We
operate ten customer care centers in the United States, two of which are client-owned facilities, four off-shore
customer care centers in the Philippines and one near-shore customer care center in the Dominican Republic. As of
January 3, 2010, the domestic operations consisted of approximately 6,200 workstations and the international
operations consisted of approximately 4,200 workstations.
Our principal executive office is located at 2333 Waukegan Road., Suite 100, Bannockburn, Illinois 60015 and the
telephone number at that address is (847) 374-4980.
In 2005, we initiated a strategic realignment to exit our outbound customer acquisition business, focus our resources
on inbound client relationships in a number of key industries and reposition ourselves for long-term growth and
profitability. We exited virtually all of our outbound customer acquisition business which resulted in the closure of 16
centers. We invested heavily in the growth of our off-shore capacity in the Philippines and increased our off-shore
revenue. In the period from 2006 to 2009, we opened three additional centers in the Philippines, bringing our total
number of off-shore centers to four. Also, in the fourth quarter of 2009, we opened our first near-shore center in Latin
America, located outside of Santo Domingo, Dominican Republic. We also worked with a strategic customer to
acquire one of their facilities, giving us a second location in Tucson, Arizona at the beginning of the fourth quarter
2009.
Early in 2008, the Board of Directors selected Michael P. Marrow as President and CEO, bringing 25 years of
industry experience to our company. Since joining APAC, Mr. Marrow has assembled a team of talented mid- and
senior-level managers, many of whom have deep experience in running successful outsourced call center operations,
as well as senior-level managers with significant turnaround experience. The entire organization, under Mr. Marrow�s
leadership, has transformed our Company into a more efficient and productive operation, which has returned us to a
profitable operating model.
Long Term Strategy
We believe that we are well positioned to realize the long-term potential of our business and will continue to improve
our financial performance. We continue to focus on providing customized, high quality customer care services and
solutions to market leaders in industries that place significant value on long-term customer relationships. Our high
level growth strategy is to continually provide the highest level of quality services to our clients. We strive to operate
as efficiently as possible, optimizing our capacity and maximizing our utilization, in order to achieve our target
margins. We expect to achieve growth both with existing and new clients, both domestically and globally. We will
add new centers on the basis of client needs. Through growth, we will seek to diversify our client base and reduce
client concentration. We also manage our business with a goal of leveraging our expense base and increasing cash
flow.
Our Approach and Competitive Strategy
Our focus is to provide customized, high quality customer care services and solutions to market leaders in the
communications, healthcare, business services, media & publishing, travel & entertainment and financial services
industries. Traditionally, we have focused a majority of our efforts on voice-based interactions with our clients�
customers. In mid-2009, we created a business unit focused on knowledge-based and back office services. We believe
the increasing breadth of related services we provide enables us to build stronger, long-term partnerships with our
clients resulting in increased client retention and growth, improving the consistency of our revenue flow.
The services we provide are critical to our clients� success and involve significant integration with our clients�
information technology infrastructure. The applications we integrate into our clients� systems are complex, resulting in
implementation and ramp-up periods that typically take six to twelve months.
We believe that service quality and value are critical factors in a client�s outsourcing decision. Our sales and account
management teams are dedicated to prospecting and servicing clients in each of our core industries. We believe that
focusing their time and expertise on understanding discrete industries enables them to better understand our clients�
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Our mission is to help our clients serve their customers better. Each of our clients has developed their own unique
view on what constitutes good service and the resulting levels of customer satisfaction achieved through those
services. It is common in the outsource industry for a supplier to push a particular solution such as �off-shore.� Our
strategy is to provide a variety of service solutions so that a client can choose options that best fit with their unique
view on servicing their customers. We will advocate solutions that we believe will best meet our clients� needs, but we
always subscribe to the philosophy that the final choice is that of our clients. Cost and quality are universally
important to our clients. With that in mind, we provide choices for location including domestic, near-shore and
off-shore; training developed by APAC, by our clients or a mix; varying agent experience levels and hiring criterion
and; live operator interaction, self-service or a mix of the two. We will provide services from APAC facilities, from
our clients� facilities or through a build-operate-transfer relationship. Service levels, quality criterion and supervisory
ratios are always tailored to a clients� unique needs. We believe providing customized solutions, which help our clients
serve their customers better, creates a long lasting, mutually beneficial relationship with our clients.
Our Core Industries
Core Industries
As part of our strategy, we have targeted primarily growing industry sectors, each with critical customer care needs
and businesses with unique opportunities for outsourced customer care. Our business model is to partner with robust,
growing businesses with leadership positions in their markets that place a premium on customer loyalty and retention
and consider high quality customer care programs an important competitive advantage.
We have focused on the following industries: communications, healthcare, business services, media & publishing,
travel & entertainment and financial services. In fiscal year 2009, approximately 99% of our revenue was derived
from clients in these key industry verticals and approximately 87% of our revenue was generated from clients in our
three largest industries: communications, healthcare and business services.
Seasonality
Due to the nature of certain clients� businesses, we experience seasonality of revenues. In particular, our healthcare
industry clients� call volumes experience seasonality, peaking during open enrollment and plan initiation periods,
typically in the fourth and first quarter of each fiscal year. Our business services client also experiences peak
processing needs from November through December coinciding with the holiday season. As healthcare and business
services represent a significant portion of our revenue our business is significantly impacted by this seasonality.
Our Services
Our services are provided through customer care centers staffed with skilled customer service representatives in
domestic, international and client-owned locations. Our services are highly customized customer care services and
solutions that involve communicating with customers and managing situations that are unique to each core industry.
We provide service through multiple communication channels, including telephone, internet, on-line chat, email, fax,
mail correspondence and automated response generated through technology. We offer the following services in each
of our core client industries:
Communications
Within the communications industry, we provide the following services: product sales, ongoing account maintenance,
billing issue resolution, basic technical support, identifying and remediating product issues, warranty and exchange
processes, product set-up services, pre-paid account inquiries, customer retention activities, number portability,
provisioning and targeted inbound customer acquisition.
Healthcare
Within the healthcare industry, we offer customer service support for a wide variety of medical plans, including
pharmacy, medical, dental, vision and Medicare Part D, to plan members and healthcare plan providers alike. Our
customer service representatives answer questions regarding healthcare members� plan coverage, including benefits
and eligibility, claims processing, enrollment and plan comparisons, prescription coverage and co-payment
determination, and provide internet service help desk support and insurance and coverage application assistance. For
healthcare providers, our customer service representatives provide similar information regarding member eligibility
and benefits and claims processing. For more complex programs, we employ clinical staff such as nurses, pharmacists
and pharmacy technicians to handle member and provider interactions. We also provide various healthcare clients
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Business Services
Within the business services industry, we provide a variety of solutions and services ranging from customer care,
delivery scheduling, delivery issue resolution, strategic account management, international services, business to
business contact management and sales, account set-up and maintenance, billing research and resolution, and claims
processing.
Media & Publishing
Within the media sector, we provide email support for social networking sites and postings, as well as image review
for the content on those sites. Additionally, we support cable and broadband subscribers� inquiries in multiple
languages, handling issues ranging from program and content to installation and technical support dispatch. Within the
publishing industry, we provide services for account management, subscriber acquisition, verification and retention,
and billing and payment support. In addition to our phone services, we also provide extensive solutions in support of
customer correspondence, back-office document processing and email.
Travel & Entertainment
For the travel & entertainment industry, we provide customer care services including reservation booking for general
and corporate travel, information on hotels, resort properties locations and amenities, car rental and airline policies,
cancellations, billing and account management as well as complaint resolution.
Financial Services
Within the financial services industry, our services include assisting customers with card activation, credit inquiries,
billing issue resolution, account maintenance, balance inquiries and transfers, credit line increases, and credit
insurance products. We also support the insurance, fraud protection and identity theft products often delivered to the
consumer customers of these cards. Our client-specific teams handle inquiries from plan and program members related
to information updates, fraud alerts, cross-sell/up-sell and cancel/save initiatives.
Personnel and Training
Our ability to attract, retain and develop our customer service representatives is critical to our success at delivering
quality customer service. We use a hiring model designed to select employees motivated to provide high-quality
customer care services. We use our performance management review process and pay-for-performance compensation
program to develop and motivate our employees.
We provide each new employee with extensive job skills training delivered in an interactive environment. Training
programs for front line teams are customized to client programs and teach specialized customer service skills. We
provide additional customer care training, empathy training and telephone etiquette for all of our customer service
employees. In addition to training for specific job performance, our teams receive training on our culture and our
guiding values of honesty, integrity and respect for others. In our international facilities we also provide basic skills
training, voice inflection and accent neutralization training and education in United States geography.
We also provide coaching, management and leadership training to front line supervisors. Our use of leading
technology enables our front line supervisors to provide coaching opportunities to representatives by direct
observation, as does our centralized quality function. See �Quality� and �Technology and Telecommunications.�
We had approximately 12,250 employees on February 2, 2010. None of our employees are subject to collective
bargaining agreements.
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Operations and Capacity Utilization
Customer Care Centers
As of January 3, 2010, we operated 15 customer care centers: eight domestic, two domestic client-owned facilities,
four off-shore centers located in the Philippines and one near-shore center located in the Dominican Republic. The
United States operations consisted of approximately 6,200 workstations and the international operations consisted of
approximately 4,200 workstations. In fiscal year 2009, we opened a center in San Isidro, Dominican Republic and
acquired a second center in Tucson, Arizona.
We operate across multiple shifts in our customer care centers, most having the capability to run 24 hours a day, seven
days a week. Customer care centers can be configured to meet specific client needs and deliver customer care services
across multiple contact channels, including telephone, internet, on-line chat, email, correspondence and facsimile. See
Item 2 of this Annual Report on Form 10-K under the caption �Properties.�
Capacity and Workforce Management
Our profitability is influenced significantly by our ability to effectively manage our production capacity and our
workforce. To maximize profitability we need to continually increase our revenue per production seat and our
capacity utilization, and maximize our workforce productivity.
We closely monitor the utilization of our production seats and balance the costs associated with maintaining unutilized
and under-utilized seats with the flexibility needed to quickly respond to incremental client demands. We use leading
workforce management platforms which allow us to more effectively manage our employees� time, quickly respond to
changing client needs and maximize workforce productivity. See �Technology and Telecommunications�Operating
Systems and Telephony.� We manage our production capacity and human resources holistically to match call arrival
patterns, matching staffing to skill sets to meet application complexity and maintaining strict schedule adherence for
our agents.
See Item 1A of this Annual Report on Form 10-K under the caption �Our financial results depend on our ability to
effectively manage our production capacity and our workforce.�
Operational Disciplines
We operate our business according to a set of documented core operations practices and procedures. Self-audits of our
standard operating procedures are conducted on a regular basis to ensure consistent implementation of our practices
across all of our customer care centers.
Program Implementation
We use an integrated team of professionals to manage the implementation and expansion of client programs. This
team is led by a project manager and includes subject matter experts from operations, information technology, human
resources, training, quality, sales, and account management and compliance. The implementation team serves as the
primary interface with our clients� own implementation resources, is actively involved in the creation of detailed
project plans, and is responsible for end-to-end implementation. In addition, we typically provide additional front line
supervisors at the outset of a new program to ensure smooth program start-up. The progress of each implementation
project is reviewed by our senior executive team on a weekly basis.
Quality
We believe our ability to retain existing clients and to acquire new clients is directly related to the quality of the
services we provide. Our customer service representatives have direct contact with our clients� customers and help
form an impression of our clients� commitment to quality service. We believe these contacts are a critical component to
our clients� long-term success and are committed to optimizing the level of quality service provided to our clients�
customers.
We utilize a quality monitoring system, across all of our customer care centers (other than our client-owned facilities).
We have a quality assurance organization which provides independent, ongoing assessments of program quality
through direct monitoring of our customer service representatives� interactions with customers. We follow a
comprehensive quality calibration process, which helps ensure that our representative monitoring and feedback stays
aligned with our clients� view of quality.
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We use a compensation model that rewards front line teams on quality and continuous improvement. Front line
managers at every customer care center are required to monitor every customer service representative regularly and
provide coaching sessions designed to continuously improve performance. Additionally, we utilize verification
recording technologies and separate teams validate customers� approvals and buying commitments for certain
programs.
We also regularly measure the quality of our services by evaluating such factors as client satisfaction, customer
service levels, average handle times, first call resolution, and average speed of answer. We provide site operations
management and clients with status reports on a real-time basis and can transmit summary data and captured
information electronically to our clients. This data enables us to quickly modify or enhance ongoing services to
improve quality and effectiveness.
Technology and Telecommunications
Our technology and telecommunications platform consists of customer care applications, operating systems and
telephony. We partner with industry leaders to provide tools that are necessary to maximize our business performance,
including voice and data switching, CRM development, quality assurance, workforce administration and data storage
and retrieval.
We plan to continue to invest in technology in order to expand our capacity, update and enhance our internal
capabilities, and continue to provide reliable voice and data networks, operational support systems and customized
application solutions to our clients. We also will continue to invest in both established and emerging call center
technologies in order to fully optimize our operational performance and quality. We are committed to protecting
sensitive customer data and utilize industry accepted technologies and processes to meet our clients� needs.
Customer Care Applications
Our customer care application strategy is to continually upgrade our capabilities within our flexible and robust
multi-channel technology solution. Each application is customized to efficiently manage the unique customer inquiries
that occur in our core industries and meet market specialization, channel specific needs and complex
architecture/process integration.
We maintain open-system thin-client platforms in which we develop customized (multi-channel) application solutions
for our clients. Developed on third-party, industry-standard platforms, we maintain a library of redeployable,
proprietary code to develop new client solutions. We have also invested in open-system integration layers (third-party
middleware) that allow us to integrate our solutions with our clients� systems infrastructure. These solutions allow for
enhanced information exchange with our clients which improves overall performance and results in an enhanced
customer experience.
We have developed a fully integrated web-based reporting system tool that provides real-time and historic
productivity data from a secure site and communicates the data with a comprehensive set of detailed interaction
reports. Reports are also routinely customized, leveraging internal and client-based data to meet individual clients�
requirements.
Operating Systems and Telephony
We have operational support systems that we deploy in each of our customer care centers. We use leading workforce
management platforms to maximize our ability to forecast interaction volumes, schedule customer service
representatives, monitor adherence to scheduled hours in order to meet fluctuating client needs and maximize agent
productivity, and to provide quality assurance. We believe these platforms, in concert with internally developed best
practices, improve our ability to provide high quality and efficient services to our clients.
We deploy VOIP (voice over internet protocol) technology to support both our domestic and international advanced
routing requirements. The investment in this flexible, scaleable and cost effective technology improves our
responsiveness to client requirements. This technology also enables us to increase capacity utilization by effectively
balancing call demands across multiple call centers.
We continue to use leading technology to support our atHOME� agent program, which we believe we can enhance
workforce optimization and improve quality on certain programs by using agents that work from their own homes. We
have built an internal infrastructure to support this program and provide all of the necessary equipment to agents we
deploy in this fashion. All supporting systems have been fully integrated to ensure synergy with our customer care
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We also maintain a number of internal systems to support our business. Anchored by a commercially available
enterprise financial platform, we use a combination of internally developed and third-party add-on systems to measure
our business. We have made significant efforts to build and maintain systems and processes that ensure regulatory
compliance at all levels of the organization.
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We contract with multiple, well-established leading providers for domestic and international voice and data services.
We currently obtain pricing based on volume and usage commitments obligating us to pay a minimum charge over the
term of the contracts.
System Architecture and Redundancy
Our total systems architecture incorporates a number of advanced technology solutions such as telephony and network
switching platforms, interactive voice response systems, on-line chat, email, web collaboration, facsimile, customer
relationship management solutions, knowledge-based tools, quality management, workforce management and
optimization, training, and reporting platforms. These tools are used to create specific solutions for our clients offering
them a comprehensive set of customer care solutions.
All of the above solutions are supported by a number of back-end production systems that consolidate, process, and
transfer data. A technology recovery plan has been developed to address interruptions in voice and data services and
equipment malfunctions and is tested regularly. We also develop and maintain technology continuity plans for clients
which are tailored to their unique requirements. Additionally, we maintain fail over voice capacity and a fully
redundant data infrastructure as part of our technology disaster recovery strategy. See Item 1A of this Annual Report
on Form 10-K under the caption �Circumstances outside our control such as typhoons, hurricanes, earthquakes, floods
and other acts of God, political instability, equipment malfunction, telephone or data service interruptions, changes in
the telecommunications market, war and terrorism could seriously harm our domestic or international business
operations.�
Client Relationships
We provide services to our clients under written contracts which generally provide for engagements of one to five
years. Most contracts permit clients to terminate for convenience on short notice and some contracts provide us with a
similar right to terminate without cause. Many contracts for customer care services require adherence to a termination
schedule allowing for the gradual reduction of services over three-month to six-month periods. We have, however,
historically established long-term relationships with many of our clients. The duration of our relationships with clients
who represent more than 10% of our annual fiscal year 2009 revenue range in duration from ten to fourteen years.
Contracts are tailored to the specific requirements of each client and generally require that we bill for our services
based on time worked by customer service representatives, time spent interacting with customers or on a per call or
per transaction basis. Billing for phone minutes of service requires greater customer service representative
productivity to achieve an equivalent hourly rate. Billing on a per call or per transaction basis shifts additional
operational risk to us, since managing the duration of each call is critical to achieving efficiency under this pricing
method.
We are generally subject to varying client quality and performance standards, such as average handle time, occupancy
rate, abandonment rate, call quality, and customer satisfaction. Our performance against such standards may provide
bonus opportunities or, conversely, may subject us to penalties.
Overall, the profitability of a particular client contract is impacted by numerous factors including: whether we bill the
client based on time spent for all staff hours, on a per call or on a per minute basis; our ability to effectively
implement the program and reach our anticipated productivity and performance metrics; our ability to efficiently
service the clients� business and perform at the required quality and service levels demanded by the client over the
contract term, and; whether we are incurring penalties or being paid a bonus for our performance. See Item 1A of this
Annual Report on Form 10-K under the captions �Our financial results depend on our ability to effectively manage our
production capacity and our workforce� and �Our success is subject to the terms of our client contracts.�
Competition
We operate in a fragmented and highly competitive growing market. Our competitors range in size from small firms
offering specialized applications to large firms that have more financial resources that enable them to invest more
substantially in growing their business.
We believe that the principal competitive factors in the industry are cost of services, service quality, the ability to
develop and implement quality, customized products and services quickly, technological expertise, performance
against client metrics, strength of relationship, and management credibility and reputation. These factors also include
scalability, efficiency and productivity. We believe that the companies that succeed are companies that build strong
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In our opinion, several significant factors impact the current competitive environment: (1) intensifying competition is
putting pressure on clients and prospective clients to provide higher quality customer service while containing costs
and improving margins; (2) outsourcing is becoming more prevalent and accepted in our core industries as threshold
concerns regarding customer privacy and information security have been addressed; (3) the growth in international
capacity, which offers lower pricing than domestic capacity, largely due to the cost of labor differential; (4) increased
competition for labor, and (5) technology advances. Such factors, when combined, are causing clients and prospective
clients to demand more competitive pricing and higher quality service. See Item 1A of this Annual Report on Form
10-K under the caption �We operate in a highly competitive environment.�
Government Regulation and Industry Self-Regulation
Our business is subject to varying degrees of governmental regulation. In addition, several of the industries in which
our clients operate are similarly regulated, particularly the healthcare, telecommunications and financial services
industries. Federal and state laws governing consumer privacy, the collection, use and security of consumer data, the
use and disclosure of customer proprietary network information, the sale of insurance products, mortgage banking
activities and the operations of healthcare and pharmaceutical businesses impose regulatory and licensing obligations
on us. There are also self-imposed industry standards that apply to the use and security of certain consumer data. In
addition, both federal and state laws regulate telephone solicitations to residential customers. Finally, our Part D
Medicare enrollment and customer care programs are subject to the rules and regulations of the Center for Medicare
Services.
Consumer Privacy and Information Security
Key federal laws regulating consumer privacy and information security include the Gramm-Leach-Bliley Act, the
Health Insurance Portability and Accountability Act (HIPAA) and the Telecommunications Act of 1996. In addition,
the Payment Card Industry Standards or PCI Standards apply to the capture, storage and transmission of certain
consumer credit card information.
Our healthcare clients are �covered entities� under HIPAA and are required to comply with standards for privacy,
transaction and code sets and data security. Due to the nature of our services, we are a �business associate� under
HIPAA. As a �business associate� we are required to protect the security and privacy of �protected health information�
provided to our clients.
Our telecommunications clients are subject to regulations governing the unauthorized disclosure of customer
proprietary network information. These regulations limit the disclosure of non-public customer information regarding
telephone services such as the type of service and usage and billing information. In providing services to our
telecommunications clients, we are required to comply with these regulations.
Many of our clients obtain payment for their services with credit cards. To the extent our services to these clients
involve capturing, storing or transmitting consumer credit card information, these activities are governed by the PCI
Standards which require us to maintain certain information security procedures.
There is increasing federal and state interest in privacy protections and information security, some aspects of which
could impose additional regulatory requirements on our clients� businesses and, less directly, on our business.
Licensing
We and our employees who are involved in certain types of sales activities, such as the sale of insurance or certain
healthcare products, are required to be licensed by various state commissions or regulatory bodies and to comply with
regulations enacted by those entities. Other examples of activities, that we are involved in, requiring licensing include
pharmaceutical and mortgage banking activities.
Outbound Telemarketing Sales
While the portion of our business dedicated to outbound telemarketing sales is not significant, we are subject to
various federal and state regulations. On the federal level, both the Federal Trade Commission (FTC) and the Federal
Communications Commission (FCC) regulate the initiation of telephone solicitations to residential telephone
subscribers. Federal regulations prohibit the use of deceptive, unfair and abusive telemarketing sales practices. States
have also enacted and continue to enact legislation governing telephone solicitations, which contain similar
restrictions, as well as registration requirements.
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Compliance Activities
We have policies and procedures in place which are intended to meet the requirements of all applicable laws and
regulations that are material to our business. Companies that violate any of these laws or regulations may be subject to
enforcement actions, civil actions or private causes of action initiated by consumers, shareholders or employees, as
well as adverse publicity which may damage their reputation. See Item 1A of this Annual Report on Form 10-K under
the captions �Our business and our clients� businesses are subject to federal and state regulation and industry standards�
and �Unauthorized disclosure of sensitive or confidential client and customer data could expose us to protracted and
costly litigation, penalties and may cause us to lose clients.�
Financial Information about Industry Segments
We have one reportable segment and, therefore, in accordance with Accounting Standards Codification (ASC) 280
�Segment Reporting� on disclosures about segments of an enterprise and related information, all segment-related
financial information is included in the consolidated financial statements. The reportable segment reflects our
operating and reporting structure.
Available Information
We file annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission (SEC). These filings are available to the public over the internet at the SEC�s website at
www.sec.gov. The documents we file with the SEC may also be read and copied at the SEC�s public reference room
located at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Information regarding the SEC�s public reference
room may be obtained by calling the SEC at 1-800-SEC-0330.
We maintain a website with the address www.apaccustomerservices.com. We are not including the information
contained on our website as a part of, or incorporating it by reference into, this Annual Report on Form 10-K. We
make available free of charge (other than an investor�s own internet access charges) through our website on the
�Investors� section our Annual Report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to these reports, as soon as reasonably practicable after we electronically file such material with, or
furnish such material to, the SEC.
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Item 1A. Risk Factors.
Risk Relating to the Company and its Business
In addition to the risks and uncertainties of ordinary business operations, the following factors could cause actual
results to differ from expectations or have a material adverse effect on our business, results of operations, liquidity or
financial condition:
A large portion of our revenue is generated from a limited number of clients and the loss of one or more of them, or a
reduction in their demand for our services, could materially affect our financial results.
We derive a substantial portion of our revenue from a small number of clients. Most of our revenue is concentrated in
the communications, healthcare, business services, media & publishing, travel & entertainment and financial services
industries. There can be no assurance that we will not become more dependent on a few significant clients, that we
will be able to retain any of our larger clients or maintain our current volume or margins with these clients. Should we
lose a client or experience a reduction in demand for our services from, or decline in the profitability of, a large client,
we may not be able to replace such clients or programs with clients or programs that generate a comparable amount of
revenue or profits or terminate such client relationships. Our five largest clients accounted for approximately 76% of
our fiscal year 2009 revenue and our ten largest clients accounted for approximately 90% of our fiscal year 2009
revenue.
The loss of one or more of our significant clients, a significant downturn in any of our core industries, a trend in any
of these industries to reduce their outsourced customer care services, a change in the customer relationship strategy of
any of these clients or industries or a change in the volume or profitability of one or more of these client relationships
could have a material adverse effect on our business, results of operations, liquidity and financial condition.
Our operating results and financial condition may be affected by the performance of our clients and general economic
conditions.
Our business is directly impacted by the performance of our clients and general economic conditions. Unfavorable
general economic conditions, including the economic downturn in the United States and the on-going financial crisis
affecting the banking system and financial markets, could negatively affect our business. These conditions could
adversely affect the demand for some of our client�s products and services and, in turn, could cause a decline in the
demand for our services. A decline in our clients� business or performance, including potential client bankruptcies,
could impair their ability to pay for our services. Our cash flow is significantly impacted by our overall profitability
and our ability to collect our accounts receivable on a timely basis. To the extent that our business with a single client
or small group of clients represents a significant portion of our revenue, a delay in receiving payment could materially
adversely affect the availability of cash to fund operations, thereby increasing our reliance on borrowings under our
current loan agreements. Also, our clients may not be able to obtain adequate access to credit, which could affect their
ability to make timely payments to us. If these were to occur, we could be required to increase our allowance for
doubtful accounts. Although we currently do not anticipate payment issues with our major clients, our business,
financial condition, results of operations and cash flows would be adversely affected if any such clients were unable or
unwilling, for any reason, to pay for our services. If the current economic conditions persist or decline, this could
adversely affect our business, results of operations, liquidity, or financial condition.
Our financial results depend on our ability to effectively manage our production capacity and our workforce.
Our profitability is influenced significantly by our ability to effectively manage our production capacity and our
workforce. To maximize profitability we need to continually increase our revenue per production seat and our
capacity utilization, and maximize our workforce productivity. Capacity utilization and workforce productivity may
be affected at various times for numerous reasons including call volume, call arrival patterns, our ability to accurately
forecast and staff to anticipated volume and call arrival patterns, employee attrition and seasonality. We currently have
significantly higher capacity utilization during daytime weekday hours.
We periodically assess the long-term capacity of our customer care centers, both domestically and internationally,
including the ability to accommodate new and expanded programs and clients, and make strategic decisions regarding
the opening or expansion of customer care centers. We use a workforce administration platform which allows us to
more effectively manage our employees� time, quickly respond to changing client needs and maximize our workforce
productivity. There can be no assurance that we will be able to achieve optimum capacity utilization, maximize the
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Our success is subject to the terms of our client contracts.
Most of our client contracts do not have minimum volume requirements and the profitability of each client program
may fluctuate, sometimes significantly, throughout various stages of a program. Certain contracts have
performance-related bonus and/or penalty provisions, whereby the client may pay us a bonus or we may have to issue
a credit based upon our meeting, or failing to meet, agreed-upon service levels and performance metrics. Our objective
is to sign multi-year contracts with our clients. However, our contracts generally enable the clients to terminate the
contract for convenience or reduce customer interaction volumes. There can be no assurance that our clients will not
terminate their contracts before their scheduled expiration date, that the volume of services for these programs will not
be reduced or that we will be able to avoid penalties or earn performance bonuses. In addition, there can be no
assurance that each client program will be profitable for us or that we will be able to terminate unprofitable client
relationships without incurring significant liabilities. The loss of one or more of our significant clients, the substantial
reduction of the amount of services we perform for a significant client, the reduction of revenues due to penalties for
failure to meet performance metrics, an unprofitable client or client program, unfavorable changes to current contracts,
or our inability to terminate an unprofitable client contract could have a material adverse effect on our business,
results of operations, liquidity, and financial condition. See Item 1 of this Annual Report on Form 10-K under the
caption �Client Relationships.�
Our business may be affected by our cash flows from operations and our ability to comply with our debt covenants
and funding requirements under our credit facility.
Our ability to borrow under our loan agreement depends on the amount of eligible accounts receivable from our
clients and there are limitations on the concentration of these accounts with a single client. In addition, our lender
retains certain reserves against otherwise available borrowing capacity. Our current loan agreement requires us to
comply with certain financial and other covenants, including limitations on the amount of our capital expenditures, the
maintenance of a minimum fixed charge coverage ratio, and prohibits us from incurring additional indebtedness,
repurchasing outstanding common shares, permitting liens, acquiring, selling or disposing of certain assets, engaging
in certain mergers and acquisitions, paying dividends or making certain restricted payments. These limitations may
affect our liquidity and limit our ability to make capital expenditures. In addition, our failure to adhere to the financial
and other covenants could give rise to a default under the loan agreement. There can be no assurances that we will be
able to meet the financial and other covenants in our loan agreement or, in the event of non-compliance, that we will
be able to obtain waivers or amendments from our lender.
Our financial results may be affected by risks associated with international operations and expansion, including
foreign currency fluctuations.
We intend to continue to expand and pursue opportunities for our off-shore customer care centers in the Philippines
and our near-shore customer care center in the Dominican Republic, and may consider other international locations.
There are certain risks inherent in conducting business internationally, including exposure to currency fluctuations, the
necessity to comply with foreign laws, unexpected changes in foreign laws and regulations, difficulties in staffing and
managing foreign operations, foreign political instability, changes in clients� sourcing preferences and potentially
adverse tax consequences.
In particular, we serve an increasing number of U.S. clients from our customer care centers in the Philippines and the
Dominican Republic. Contracts with these clients are typically priced in U.S. dollars while costs incurred in operating
the centers are generally denominated in the local currency, which presents a foreign currency exchange risk to us, the
amount of which increases as our international operations continue to grow. We have, from time to time, taken limited
actions, such as using foreign currency forward contracts, to attempt to mitigate our currency exchange exposure.
However, there can be no assurance that we will take any actions to mitigate such exposure in the future and, if taken,
that such actions will be successful or that future changes in currency exchange rates will not have a material impact
on our future operating results, liquidity and financial condition.
In addition, we benefit from an income tax holiday as a Philippine Economic Zone Authority (PEZA) registrant. We
are required to comply with certain financial metrics to continue to qualify for the income tax holiday. There can also
be no assurance that we will continue to meet the requirements necessary to enjoy the continued benefits of the PEZA
income tax holiday or that the Philippine government will not eliminate or change these requirements in the future.
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issued for 15 years. As a result of our free zone status, we are exonerated from income tax and certain other taxes. Our
inability to realize continued benefits from these income tax holidays could have a material adverse effect on our
results of operations, liquidity and financial condition.
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Our principal shareholder can exercise significant control over us.
Mr. Theodore G. Schwartz, our Chairman, and four trusts and a partnership established by Mr. Schwartz collectively
own approximately 38% of our outstanding common shares. As a result, Mr. Schwartz is able to exercise significant
influence over operations and significant control over the outcome of substantially all matters requiring action by our
shareholders. Such voting concentration may have the effect of discouraging, delaying or preventing a change in
control.
In his role as Chairman, Mr. Schwartz has been involved in an advisory and oversight capacity on certain operational
aspects of the Company, particularly with respect to senior management recruiting and transition.
Our success depends on the retention of key personnel.
Our growth and success depends in large part upon the abilities and continued service of our executive officers and
other key employees. There can be no assurance that we will succeed in sustaining consistent and improving
profitability. The loss of, or failure to motivate, key officers and employees could have a material adverse effect on
our business, results of operations, liquidity and financial condition.
We operate in a highly competitive environment.
The outsourcing of customer care services is a highly competitive, growing market and such competition may
intensify in the future. Our competitors range in size from small firms offering specialized applications to large firms
operating in the broader business process outsourcing market. Many of our competitors have greater resources and
capabilities than we do. In addition, market factors are causing clients and prospective clients to demand more
competitive pricing and higher quality service. Furthermore, many of our existing or potential clients have their own
in-house operations. See Item 1 of this Annual Report on Form 10-K under the caption �Competition.� There can be no
assurance that we can successfully compete in this environment.
Our ability to compete will depend on a number of factors, including our ability to initiate, develop and maintain new
client relationships, expand existing client programs, staff and equip suitable customer care facilities in a timely
manner, and develop new solutions and enhance existing solutions we provide to our clients.
Further, we believe several other factors may affect the demand for our services. The increased use of telephone-based
technologies, such as interactive voice response systems, and increased use of the internet could reduce the demand
for certain of our customer care offerings. In addition, there may be political concern regarding the movement of
service jobs off-shore which could result in potentially adverse legislation, and there can be no assurance that we will
be able to anticipate and successfully respond to all such trends in a timely manner.
Competitive pressures from current or future competitors and changing market conditions could cause our services to
lose market share or result in significant price and margin erosion which could have a material adverse effect on our
business, results of operations, liquidity or financial condition.
Circumstances outside our control such as typhoons, hurricanes, earthquakes, floods and other acts of God, political
instability, equipment malfunction, telephone or data service interruptions, changes in the telecommunications
market, war and terrorism could seriously harm our domestic or international business operations.
Our success is dependent on the continued operation of our customer care centers. In the event of fire, power loss,
typhoon, earthquake, flood or other natural disaster, political instability, and other similar events, the operation of one
or more customer care centers could be temporarily or permanently interrupted. If we experience a temporary or
permanent interruption at one or more of our customer care centers our business could be materially adversely
affected and we may be required to pay contractual damages to some clients or allow some clients to terminate or
renegotiate their contracts. Our international operations are more at risk to adverse weather conditions, including
earthquakes, typhoons and hurricanes. We maintain property and business interruption insurance, however, such
insurance may not adequately compensate for any losses we may incur.
In addition, our business is materially dependent on telephone and data services provided by various local and long
distance telephone companies as well as our computer equipment, telephone systems and software. Because of our
dependence on third party service providers, any change to the telecommunications market that would disrupt these
services or limit our ability to obtain services at favorable rates could adversely affect our business, results of
operations, liquidity and financial condition. Should we experience a significant increase in the cost of telephone
services or a temporary or permanent loss of computer or telephone equipment, systems or services (through casualty
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The risks of war and potential terrorist attacks on our operations cannot be estimated. War and terrorist attacks could
disrupt operations and have a material adverse effect on our business, results of operations, liquidity and financial
condition.
Our inability to attract and retain a sufficient number of qualified employees could negatively impact our business.
Our industry is very labor intensive and has experienced high personnel turnover. Many of our employees receive
modest hourly wages and a significant portion of our costs consist of wages to hourly workers. An increase in hourly
wages, costs of employee benefits, employment taxes or recruiting and training costs could have a material adverse
effect on our business, results of operations, liquidity and financial condition.
Complex technology-based inbound customer service involves extensive training and requires specially trained
employees. Growth in our business will require us to recruit and train qualified personnel at an accelerated rate from
time to time. A higher turnover rate among our employees would increase our recruiting and training costs and
decrease operating efficiencies and productivity. There can be no assurance that we will be able to hire, train and
retain a sufficient labor force of qualified employees. See Item 1 of this Annual Report on Form 10-K under the
caption �Personnel and Training.�
Unauthorized disclosure of sensitive or confidential client and customer data could expose us to protracted and costly
litigation, penalties and may cause us to lose clients.
Our business involves the access to and transmission of information about our employees, our clients and customers
of our clients. We are reliant on IT networks and systems to process, transmit and store such electronic data. 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 and store sensitive or
confidential client or customer data. As a result, we are subject to numerous federal and state laws and regulations
designed to protect this information. See Item 1 of this Annual Report on Form 10-K under the caption �Government
Regulation and Industry Self-Regulation.� While we take measures to protect the security and privacy of this
information and to prevent unauthorized access, it is possible that our security controls over personal data and other
practices we follow may not prevent the improper access to or disclosure of personally 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 system 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
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 business and our clients� businesses are subject to federal and state regulation and industry standards.
Our business is subject to varying degrees of governmental regulation. In addition, several of the industries in which
our clients operate are similarly regulated, particularly in the telecommunications, healthcare, and financial services
industries. Finally, certain of our activities are subject to self-regulatory standards established by the industries in
which our clients operate.
Federal and state laws governing consumer privacy, the collection and use of consumer data, the use and disclosure of
customer proprietary network information, the sale of insurance products, mortgage banking activities and the
operations of healthcare and pharmaceutical businesses, and industry standards regarding the security of credit card
information, impose regulatory and licensing obligations on us. In addition, federal and state laws regulate telephone
solicitations to consumers. Finally, our Part D Medicare enrollment and customer care programs are subject to the
rules and regulations of the Center for Medicare Services. See Item 1 of this Annual Report on Form 10-K under the
caption �Government Regulation and Industry Self-Regulation.� There can be no assurance that we will not be subject
to agency or state proceedings alleging violation of such laws. We also could be subject to a variety of enforcement or
private actions due to our failure or the failure of our clients to comply with such regulations or industry standards.
Future laws, regulations and industry standards may require us to modify our operations or service offerings in order
to effectively meet our clients� service requirements, and there can be no assurance that additional regulations would
not limit our activities or significantly increase the costs of compliance.

Edgar Filing: APAC CUSTOMER SERVICES, INC - Form 10-K

Table of Contents 28



16

Edgar Filing: APAC CUSTOMER SERVICES, INC - Form 10-K

Table of Contents 29



Table of Contents

There is increasing federal and state interest in further regulation of consumer privacy, information security and the
regulation of the movement of service jobs off-shore, some aspects of which could impose additional regulatory
pressure on our clients� businesses and, less directly, on our business. Additional regulation in these areas could reduce
the demand for our services.
Uncertainties relating to future litigation could result in negative impact to financial results.
We are subject to lawsuits, claims and governmental investigations arising out of the normal conduct of our business.
We cannot predict whether any material lawsuits, claims, or investigations may arise in the future. Regardless of the
outcome of any future actions, claims, or investigations, we may incur substantial defense costs and such actions may
cause a disruption of management�s attention to the day-to-day operations of the business. Also, it is possible that we
may be required to pay substantial damages or settlement costs which could have a material adverse effect on our
business, results of operations, liquidity, or financial condition. See Item 3 of this Annual Report on Form 10-K under
the caption �Legal Proceedings.�
Our industry is subject to rapid technological change.
Rapid technological advances, frequent new product introductions and enhancements, and changes in client
requirements are commonplace in the market for outsourced customer contact management services. Our future
success depends on our ability to develop and implement systems technology and outsourcing services and solutions
that anticipate and respond to continuing changes in technology, industry developments, and client needs.
Our ability to develop and implement quality, customized products and services is highly dependent on our computer
and telecommunications equipment and software capabilities. We anticipate that it will be necessary to continue to
select, invest in and develop new and enhanced technology on a timely basis in the future in order to maintain our
competitiveness. Our future success will depend in part on our ability to continue to invest in and develop information
technology solutions that keep pace with evolving industry standards and changing client demands. We must be able
to service new products, platforms and respond to rapidly changing developments in technology. These factors will
require us to provide adequately trained personnel to address the increasingly sophisticated, complex and evolving
needs of our clients. There can be no assurance that we will have sufficient expertise or capital to meet these
challenges or that the technologies developed by our competitors will not render our products and services obsolete
over a period of time. See Item 1 of this Annual Report on Form 10-K under the caption �Technology and
Telecommunications� and Item 7 of this Annual Report on Form 10-K under the caption �Liquidity and Capital
Resources � Future Liquidity.� Any failure by us to anticipate or respond rapidly to technological advances, new
products and enhancements, or changes in client requirements could have a material adverse effect on our business,
results of operations, liquidity, or financial condition.
Volatility of stock price may result in loss of investment.
The trading price of our common stock has experienced considerable volatility over short and long periods of time.
The stock market in general, the NASDAQ Global Market and the market for other companies in our industry have
experienced volatility, which could affect the market price of our common stock regardless of our financial results or
performance. Various factors such as general economic conditions, changes or volatility in the financial markets,
changing market conditions in the outsourced customer contact management services industry, quarterly variations in
our financial results, and changes in financial estimates and recommendations by securities analysts could cause the
market price of our common stock to fluctuate substantially in the future.
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Item 1B. Unresolved Staff Comments.
Not applicable.
Item 2. Properties.
As of January 3, 2010, our corporate headquarters was located in Bannockburn, Illinois in leased facilities consisting
of 9,936 square feet of office space rented under a lease that expires in December 2011. Our main data center is
located within our 54,600 square foot facility in Cedar Rapids, Iowa. We owned this facility until October 10, 2006 at
which time the property was sold in a sale-leaseback transaction that resulted in a net gain of $0.8 million. The gain
has been deferred and is being amortized over the terms of the individual lease-back agreements.
We lease all of the other non-client owned facilities on what we believe are commercially reasonable terms. The
leases for our facilities generally have terms ranging from one to ten years and typically contain renewal options. We
believe that our existing facilities are suitable and adequate for our current operations, but additional facilities may be
required to support our growth. We believe that suitable additional or alternative space will be available as needed on
commercially reasonable terms.
As of January 3, 2010, we operated customer care centers and workstations in the following locations:

Number of
Customer Care Center Locations Workstations
Cedar Rapids, Iowa 529
Corpus Christi, Texas 370
Davenport, Iowa 695
Green Bay, Wisconsin 774
LaCrosse, Wisconsin 379
Newport News, Virginia (client owned) 717
Tampa, Florida (client owned) 677
Tuscon, Arizona (East) 853
Tuscon, Arizona (West) 700
Utica, New York 409
at HOME� 119

Total Domestic 6,222

Alabang, Muntilupa City, Philippines 1,309
Alabang, Muntilupa City, Philippines 442
Cubao, Quezon City, Philippines 1,765
Palo, Leyte, Philippines 633
San Isidro, Dominican Republic 57

Total International 4,206

Total all customer care center locations 10,428

Item 3. Legal Proceedings.
We are subject to lawsuits, claims and governmental investigations arising out of the normal conduct of our business.
We do not believe that the outcome of any pending claims will have a material adverse effect on our business, results
of operations, liquidity or financial condition. Although we do not believe that any such proceeding will result in a
material adverse effect, no assurance to that effect can be given.
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On May 27, 2009, a purported collective/class action complaint captioned Tiffany Sharpe, et al. v. APAC Customer
Services, Inc. was filed in the United States District Court for the Western District of Wisconsin. On behalf of the
named plaintiff, a non-exempt call center employee, and other similarly situated individuals, the complaint asserts
violations under the Federal Fair Labor Standards Act related to overtime compensation and wage records. The
complaint also asserts violations under Wisconsin Wage Payment and Overtime Compensation Laws based upon the
same alleged facts. The complaint purports to allege claims as a nationwide collective action under federal law, as
well as a class action under Wisconsin state law. The complaint seeks various forms of relief, including injunctive
relief, unpaid overtime wages, liquidated damages, interest, and attorneys� fees and costs. On January 8, 2010, the
court entered an order which conditionally certified the case as a collective action under the Fair Labor Standards Act.
We believe that the claims did not support conditional certification as a collective action and intend to vigorously
defend this action. As with any litigation proceeding, we cannot predict with certainty the eventual outcome of this
matter, nor can we estimate the amount of any losses that might result.
Item 4. Submission of Matters to a Vote of Security Holders.
Not applicable.
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Executive Officers of the Registrant
Our executive officers are as follows:

Name Age Position

Michael P. Marrow

52

President
and Chief
Executive
Officer

Christopher H. Crowley 39 Senio
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