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PART 1

This Form 10-K and the documents incorporated by reference herein contain “forward-looking” statements within the meaning of the Private Securities
Litigation Reform Act of 1995 that are based on current expectations and projections. Statements that are not historical facts, including statements about the
beliefs and expectations of TeleTech Holdings, Inc., are forward-looking statements. These statements discuss potential risks and uncertainties; and, therefore,
actual results may differ materially. We have set forth, beginning on page 6 of this Form 10-K, a detailed discussion of risks and uncertainties relating to our
business. We caution investors not to place undue reliance on these forward-looking statements, which speak only as of the date on which they were made.
We undertake no obligation to publicly update or revise any forward-looking statement whether as a result of new information, future events or otherwise,
except as required by law.

In various places throughout this Form 10-K we use certain non-GAAP financial measures when describing our performance. We believe such non-GAAP
financial measures are informative to the users of our financial information. We discuss non-GAAP financial measures in Item 7 of this Form 10-K under the
heading Management’s Discussion and Analysis of Financial Condition and Results of Operations — Presentation of Non-GAAP Measurements.

Item 1. Business.

TeleTech Holdings, Inc., (“TeleTech,” “Management” or the “Company”) is a provider of outsourced customer management services on a global basis. The
Company was organized as a Delaware corporation on December 22, 1994 to continue the operations of its predecessor. The Company completed its initial
public offering (“IPO”) in 1996. Since its IPO, the Company has grown from 9 customer management centers (“CMCs” or “Centers”) in four countries to 67
locations in 17 countries. We seek to develop strategic relationships with our clients. Our two primary businesses are Customer Management Services and
Database Marketing and Consulting. Our Customer Management Services business provides outsourced customer support and marketing services for a
variety of industries via CMCs throughout the world (“Customer Care”), while our Database Marketing and Consulting business provides outsourced
database management, direct marketing and related customer acquisition and retention services for automotive dealerships and manufacturers in North
America.

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 and current reports on Form 8-K are available free of charge by
visiting the “Investors” section of our web site at www.teletech.com. These reports are posted as soon as reasonably practicable after they are electronically
filed or furnished with the Securities and Exchange Commission (“SEC”). In addition, we will provide electronic or paper copies of our SEC filings, free of
charge, upon request.
TeleTech grew in revenue and profitability from 1998 to 2000, primarily driven by increases in large, global client contracts. Although revenue growth
continued from 2000 to 2002, we began to experience losses beginning in 2001, which continued through 2003. Those losses were the result of the following
factors:

« Sales cycles increasing as a result of the global economic downturn;

* Certain client contracts terminating or being scaled back resulting in excess capacity;

« Pricing and contract terms experiencing pressure as a result of the maturation of the customer management industry;

« International operations experiencing difficulties, including an unsuccessful acquisition in Spain during 2000, excess capacity in the United
Kingdom, and excess capacity coupled with certain unprofitable client programs in Latin America;

» Decreased profitability of a large North America client program prior to transitioning the work to lower cost locations;
+ Charges related to workforce reductions, asset impairments and the closure of certain CMCs; and
* Increased development costs due to efforts to create new, value-added services and solutions for clients.

Business Turnaround

We are in the process of completing a business turnaround to return the Company to consistent profitability. To achieve this objective we
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have taken the following actions over the last 12 months:

» Terminated client contracts that we determined could not be reasonably returned to our desired level of profitability;

« Transitioned certain client programs to lower cost locations to improve profitability;

» Reduced our global operating costs, including reducing our global workforce and general and administrative expenses;

* Appointed new management teams in our North America, Europe, Asia Pacific and Latin America operations;

» Implemented a plan to improve workforce utilization and operational efficiencies;

« Invested in our sales and account management teams;

» Expanded our lower cost, English-speaking services in Argentina, Canada, Mexico, India and the Philippines; and

« Established product and sales teams to focus on the development of new products and services.
The results of implementing those measures have been:

 Four consecutive quarters of profitability;

* Increased cash flows from operations over the prior year; and

* Reduced outstanding debt by more than $120.0 million.
Description of Business
We operate two distinct businesses; Customer Management Services and Database Marketing and Consulting. We further classify our Customer Management
Services into North American Customer Care (providing customer management services to clients in the United States (“U.S.”) and Canada) and International
Customer Care (consisting of clients in all other countries), resulting in three segments, which reflect our management of the Company, our internal financial
reporting and our operating focus.

Financial information about our segments and geographic locations, including Revenue, Income (Loss) from Operations and Total Assets, can be found in
Note 2 to Consolidated Financial Statements.

One of our strategies is to leverage lower cost labor opportunities offered by certain countries to increase our business with U.S. corporations. We provide
services to certain U.S. clients from CMCs in Canada, India, Argentina, Mexico and the Philippines. Under these arrangements, the U.S. subsidiary invoices
and collects from the client while entering into a simultaneous contract with the foreign subsidiary. The foreign subsidiary is reimbursed for actual costs plus
a reasonable profit margin. As a result, a portion of the profits from these contracts is recorded in the U.S. and a portion is recorded in the foreign locations.

Many of these arrangements are U.S. client contracts being serviced by CMCs in Canada, India and the Philippines. In these circumstances the profits related
to such arrangements are recorded in the North American Customer Care segment. If U.S. client contracts are serviced by other countries a portion of the
profits are recorded in the International Customer Care segment. At times, a foreign location will contract with other foreign locations to fulfill client
contracts. Such situations do not impact segment reporting as the profits are reported in the International Customer Care segment.

Customer Management Services

Our Customer Management Services business manages customer interactions on behalf of our clients via multi-channel CMCs throughout the world, using
telephone, e-mail, integrated voice response and web-based services. As approximately 95% of our Customer Management Services revenue comes from
inbound customer interactions, restrictions under the Do Not Call registry do not have a material impact on our business.

Our Customer Management Services business includes:

» Customer Acquisition Services: We provide new account services including processing and fulfilling pre-sale information requests, verifying sales,
activating services and directing customers to product or service sources.
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 Customer Provisioning Services: We manage front and back-office processes from order to installation.

 Customer Support Services: We manage customer support interactions ranging from basic services such as billing support and account maintenance, to
complex transactions such as insurance claims processing, technical and help-desk support.

» Customer Development Services: We assist our clients with identifying high-value customers and seek to increase clients’ sales through up-selling and
cross-selling their products and/or services.

* Customer Retention Programs: We work in conjunction with clients to develop targeted customer satisfaction and loyalty programs to help manage
customer attrition and/or turnover.

* Other Customer-Related Programs: We assist our clients with account collections, collecting market research from customers and performing
outbound-call campaigns.

Many clients require a combination of the above services (“customer management solutions”). Additionally, we work to develop new products and services to
meet client needs (“solutions™).

We offer clients an alternative to using in-house resources to manage customer relationships. Clients are able to utilize our customer management experience,
infrastructure, technology and resources to increase customer satisfaction. Our core competencies include:

* Infrastructure deployment, including development of data centers and CMCs;

» Workforce development, including recruitment, education and management of client-dedicated customer service representatives (“CSRs”);

* Process control implementation, including formulating and engineering quality control systems;

 Technology consulting and implementation, including the integration of hardware, software, network and computer-telephony technology; and

+ Database management, including the accumulation, management and analysis of customer information to aid in the development of marketing
strategies.

We offer services under three programs; (i) Fully Outsourced, which are turnkey CMCs leased, equipped and staffed by us, (ii) Facilities Management, which
are CMCs owned or leased and equipped by our clients and staffed by us, and (iii) Infrastructure Outsourced, which are CMCs leased and equipped by us and
staffed by our clients.

Fully Outsourced CMCs may be dedicated to single client (“Dedicated Centers”) or serve multiple clients (“Multi-client Centers”). As of December 31, 2004,
we had 25,005 workstations in 67 CMCs, of which 14 were Dedicated Centers, 35 were Multi-client Centers, and 18 were Managed Centers representing
5,658, 15,357 and 3,990 seats of capacity, respectively.

Markets and Clients. We focus on large global corporations in the following industries: Automotive, Communications and Media, Financial Services,
Government, Healthcare, Logistics, Retail, Technology and Travel. The Communications and Media industry comprises approximately 50% of our total
revenue and represents the largest portion of our client programs.

Percepta, LLC (“Percepta”) our 55% owned joint venture with Ford Motor Company (“Ford”), provides customer management services to Ford customers
and internal Ford organizations.

We had two clients who individually represented more than 10% of 2004 total revenue: Nextel Communications, Inc. (“Nextel”) (the Company contracts with
IBM, who contracts with Nextel) and Verizon Communications (“Verizon), which accounted for 15.7% and 13.3% of total revenue, respectively.
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Certain of our communications clients, which represent approximately one-third of our annual revenue, also provide us telecommunication services. We
believe each of these supplier contracts is negotiated on an arms-length basis and may be negotiated at different times and with different legal entities.
Expenditures under these supplier contracts represent less than one-percent of total costs.

Sales and Marketing. We typically provide customer management services pursuant to written contracts with terms ranging from one to eight years and our
contracts often contain renewal and/or extension options. Under the majority of our significant contracts, we generate revenue based on the amount of time
CSRs devote to a client’s program. In addition, clients are typically required to pay fees relating to the implementation of the program including initial
education and training of CSRs, setup of the program, and development and integration of computer software and technology. Clients also may be required to
pay fees relating to the management of the program and the recruiting, hiring and training of new CSRs to backfill vacant positions. Such fees may be billed
as a separate charge upfront, or may be bundled into the production rate over the life of the contract.

Contracts may, depending upon our assessment of the associated risks and opportunities, include provisions such as: (i) performance-based pricing provisions,
whereby the client may pay more or we may have to issue a credit, depending upon our ability to meet agreed upon performance metrics, and (ii) a
requirement for our clients to pay a fee in the event of early termination.

Most contracts have price adjustment terms allowing for cost of living adjustments and/or market changes in agent labor costs. Additionally, our client
contracts generally contain provisions that designate the manner by which we receive payment for our services and allow us or the client to terminate the
contract upon the occurrence of certain events.

We employ a team sales approach and seek to hire business development professionals with experience in our targeted industries in order to best negotiate
these contracts to fulfill the Company’s operational goals.

Operations. We provide customer management services through the operation of 67 CMCs located in the U.S., Argentina, Australia, Brazil, Canada, China,
Germany, India, Korea, Malaysia, Mexico, New Zealand, Northern Ireland, the Philippines, Scotland, Singapore, and Spain.

We apply predetermined site selection criteria to identify locations conducive to operating large-scale customer management facilities in a cost-effective
manner. We pursue local government incentives such as tax abatements, cash grants, low-interest loans, training grants and low cost utilities. Following site
evaluations and cost analyses, as well as client considerations, a specific site is located and a lease is negotiated and finalized.

Once we take occupancy of a site, we use a standardized development process designed to minimize the time it takes to open a new CMC and control costs.
The site is retrofitted to requirements that incorporate engineering, cost control and scheduling concepts while placing emphasis on the quality of the work
environment. Upon completion, we integrate the new CMC into our corporate real estate and asset management programs. Generally, we can establish a new,
fully operational inbound CMC containing 450 or more workstations within 120 days after a lease is finalized and signed.

We assess the expected long-term capacity utilization of our Centers quarterly. Accordingly, we may consolidate or close under-performing Centers, including
those impacted by the loss of a major client program, in order to maintain or improve targeted utilization and margins.

Quality Assurance. We monitor and measure the quality and accuracy of our customer interactions through regional quality assurance departments. These
departments evaluate, on a real-time basis, a certain percentage of the customer interactions during a day, across all of the customer interaction mediums
utilized within the Center. Each Center has the ability to enable its clients to monitor customer interactions as they occur. Using criteria mutually determined
with the client, quality assurance professionals monitor, evaluate, and provide feedback to the representatives on a weekly basis. As appropriate,
representatives are recognized for superior performance or scheduled for additional training and coaching.

Technology. Our technology platforms are designed to maximize the utilization of the CMCs and increase the efficiency of the CSRs. We use interaction
routing technology designed to expedite response times, and workforce management systems designed to establish CSR staffing levels that most efficiently
meet call volume demands. In addition, our technology platform allows for tracking of each customer interaction, filing the information within a relational
database and generating reports on demand so that both our clients and our internal operations teams can analyze the performance of the client program and
gain information regarding customer behaviors.
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We have invested in designing and developing industry-specific, open-systems software applications and tools and, as a result, maintain a library of reusable
software code for use in future developments. We run our application software on an open-system, client-server architecture and use a variety of products
developed by third-party vendors. We continue to invest resources into the development and implementation of emerging customer management and technical
support technologies.

Human Resources. To sustain an adequate level of service and support for our clients’ customers, our CSRs undergo training before managing customer
interactions and for many client programs, receive ongoing training on a regular basis. In addition to learning about the clients’ corporate culture and specific
product or service offerings, CSRs receive training in the numerous media we use to execute our clients’ customer management program. We primarily offer
full-time positions with competitive salaries and wages and a full range of employee benefits.

Competition. We compete primarily with the in-house customer management operations of our current and potential clients. We also compete with certain
companies that provide customer management services on an outsourced basis, including Accenture, Convergys Corporation, EDS, IBM, SITEL Corporation
and Sykes Enterprises Incorporated, among others. We may work with some of these companies on a sub-contract basis. We compete primarily on the basis of
experience, global locations, quality and scope of services, speed and flexibility of implementation, technological expertise, price and contractual terms. A
number of competitors may have greater 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.

International Operations. Our international operations consist of customer management services provided to clients from facilities outside of the U.S.,
Philippines, India and Canada; including Europe, Latin America and Asia Pacific. Our businesses in these three regions are operated and managed as
described above. Outbound programs represent a higher percentage of our client programs internationally than in North America. In Spain, our employees are
subject to collective bargaining agreements under national labor laws. Additionally, competition in our international locations includes smaller, local
providers of customer management services in addition to the global providers listed above.

Database Marketing and Consulting

Our Database Marketing and Consulting segment provides outsourced database management, direct marketing and related customer acquisition and retention
services for automotive dealerships and automobile manufacturers, primarily in North America. The services provided by our Database Marketing and
Consulting segment primarily consist of marketing campaigns utilizing direct mail and outbound teleservice to promote automobile service business from a
dealership’s own customer base.

Markets and Clients. We provide Database Marketing and Consulting services to automotive dealers and manufacturers in the U.S. and Canada. We have
contracts with more than 4,200 automobile dealers representing 21 different brand names. Additionally, we provide services directly to automobile
manufacturers primarily related to national sales and service promotions.

A significant number of our clients in this segment are affiliated with Ford, a member of our joint venture, Percepta.
Sales and Marketing. We employ sales professionals located in major markets throughout the U.S. and Canada.

Operations. We have developed expertise in the operational aspects of database management, direct marketing and teleservice. Our core competencies
include; (i) developing and installing databases with dealership-specific information; (ii) updating dealership data through our automated computer system;
(iii) compiling related data; (iv) maintaining automobile maintenance schedules; and (v) providing systems for customer solicitation using direct mail and
outbound teleservice.

Quality Assurance. We are ISO 9000:2000 certified and undergo semi-annual surveillance audits to maintain this certification. We monitor and measure the
ongoing quality and accuracy of our processes and systems associated with our products through operating metrics. These metrics are routinely evaluated
against the current business environment.

Technology. We have invested significant resources in designing and developing proprietary industry-specific software applications and tools and as a result,
maintain a library of reusable software code for use in future developments. We continue to invest resources into the development and implementation of
emerging automotive customer services.
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Human Resources. We aim to recruit and hire management who have experience with automotive manufacturers and/or dealerships to enable us to provide
our clients with an understanding of dealership operations and processes. Our employees receive training before managing customer interactions and for
many client programs, receive ongoing training on a regular basis.

Competition. We compete with a variety of companies, including large national or multi-national companies and smaller regional or local companies. Our two
significant national competitors are Reynolds & Reynolds, Co. and Moore Corporation Limited. Smaller competitors include Autobytel, On-line
Administrators, and eLeads. In addition, R.L. Polk has offered services that are similar to ours on a limited basis. As the trend toward dealership consolidation
continues, dealerships may decide to create internal economies of scale, and could choose to satisfy their database management and direct marketing needs
internally.

Joint Ventures

During the first quarter of 2000, the Company and Ford formed Percepta, a joint venture. Percepta was formed to provide global customer management
solutions for Ford and other automotive companies. Percepta is currently providing such services in the U.S., Canada, Australia and Scotland. The Company
owns 55% and Ford owns 45% and each joint venture partner shares in the profits, dividends and any distributions of assets in accordance with its ownership
percentage.

In connection with this formation, the Company issued stock purchase warrants to Ford entitling Ford to purchase 750,000 shares of TeleTech common stock
for $12.47 per share. These warrants were valued at $5.1 million using the Black-Scholes Option model. The warrants expire on December 31, 2005.

Ford has the right to earn additional warrants based upon Percepta’s achievement of certain revenue thresholds through 2004. Such thresholds were not
achieved for the years 2000 through 2004. The number of warrants to be issued is subject to a formula based upon the profitability of Percepta, among other
factors. The exercise price of any warrants issued under the agreement will be at a 5% premium over the Company’s stock price at the date the warrants are
issued.

Under the joint venture operating agreement, the Company has the right to require Ford to purchase its interest in Percepta at fair market value at any time
after December 31, 2004. Ford also has the right to require the Company to sell its interest in Percepta at fair market value at any time after December 31,
2004. The Company does not intend to require Ford to purchase our interest in Percepta. At the October 8, 2004 Board of Directors meeting of Percepta, Ford
reported that it does not intend to call our interest at this time and will not revisit this topic for at least one year. The net book value of Percepta as of
December 31, 2004 is approximately $7.6 million. For the year ended December 31, 2004, Percepta reported revenue and income from operations of $83.2
million and $5.9 million, respectively.

In April 2003, we announced a joint venture agreement with Bharti Enterprises Limited (“Bharti”) to provide in-country and offshore customer management
solutions in India. Under the terms of the agreement, TeleTech and Bharti participate in a joint venture known as TeleTech Services India Private Limited
(“TeleTech India”). Initially, TeleTech and Bharti each had a 50% ownership interest in TeleTech India with TeleTech having the ability to acquire up to 80%
of the venture. In February 2004, we acquired an additional 10% interest in TeleTech India, bringing our total ownership interest to 60%.

Employees

As of December 31, 2004, we had over 32,000 employees in 17 countries. Approximately 81% of these employees held full-time positions. Our industry is
labor-intensive and traditionally experiences significant personnel turnover. Our employees in Spain are subject to collective bargaining agreements mandated
under national labor laws.

Seasonality

Historically we have experienced a seasonal impact in the fourth quarter primarily related to higher volumes from a few clients with seasonality in their
business, particularly the package delivery business. Also, we typically experience higher labor related costs during the first quarter due to payroll taxes.
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Working Capital

Information about our liquidity is contained in Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations-Liquidity
and Capital Resources.”

Risk Factors

You should not construe the following cautionary statements as an exhaustive list. We cannot always predict what factors would cause actual results to differ
materially from those indicated in our forward-looking statements. All cautionary statements should be read as being applicable to all forward-looking
statements wherever they appear. We do not undertake any obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking events discussed herein might not occur.

Forward-looking information may prove to be inaccurate. Some of the information presented in this Annual Report on Form 10-K constitutes “forward-
looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These forward-looking statements include, but are not
limited to, statements that include terms such as “may,” “will,” “intend,” “anticipate,” “estimate,” “expect,” “continue,” “believe,” “plan,” or the like, as well
as all statements that are not historical facts. Forward-looking statements are inherently subject to risks and uncertainties that could cause actual results to
differ materially from current expectations. Although we believe our expectations are based on reasonable assumptions within the bounds of our knowledge
of our business and operations, there can be no assurance that actual results will not differ materially from expectations. Factors that could cause actual results
to differ from expectations or have a material adverse effect upon our business include:

2« 3 ” «

Our revenues are generated from a limited number of clients. 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. Additionally, client consolidations could result in a loss of
clients. 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 largest
clients, that the volumes or profit margins of our most significant programs will not be reduced, or that we would be able to replace such clients or programs
with clients or programs that generate comparable revenue and profits.

Our business may be dffected by the success of our clients. In substantially all of our client programs, we generate revenue based, in large part, on the
amount of time our personnel devote to a client’s customers. Consequently, the amount of revenue generated from any particular client program is dependent
upon consumers’ interest in, and use of, the client’s products and/or services. There can be no assurance that our clients will continue to market products and
services or develop new products and services that require them to use our services.

Our financial results may be adversely impacted by the global economy. Our ability to enter into new multi-year contracts with large clients may be
impacted by the general macroeconomic environment in which our clients and their customers operate. Weakening economic conditions, both global and local
in nature, could result in increased sales cycles, delays in finalizing new business opportunities, slower growth and reduced revenues from existing contracts.
An economic downturn could negatively impact the financial condition of our clients, thereby increasing our risk of not receiving payment for services. There
can be no assurance that weakening economic conditions or acts of terrorism throughout the world will not adversely impact our results of operations and/or
financial position.

Our business is subject to federal, state and international regulations. Changes in U.S. federal, state and international outsourcing requirements, restrictions
and disclosures may 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 requirements and regulations regarding the method and practices of placing outbound telephone calls. There can be no assurance that
changes in these regulations and requirements or new restrictive regulations and requirements, will not slow growth of these services or require us to incur
substantial costs.

Our success is subject to the terms of our contracts. 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 objective is to sign multi-year
contracts with our clients. However, 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 in the event of early termination. Additionally, 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 ability to meet agreed upon
performance metrics. There can be no assurance that we will be able to collect early termination fees, avoid performance penalties or earn performance
bonuses.
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Our business may be subject to sales and use tax liabilities. We may be subject to past and future sales or use tax liabilities. Use taxes are generally borne by
the Company and are considered a cost of doing business. If we determine that we have significant past or future obligations, it could have an adverse affect
on future results of operations. There can be no assurance that we will be successful in passing sales tax through to our clients.

Our business may be dffected by our ability to obtain financing. From time to time, we may need to obtain debt or equity financing for capital expenditures,
for payment of existing obligations or to replenish cash reserves. Additionally, our existing debt agreements require us to comply with certain financial
covenants. There can be no assurance that we will be able to obtain debt or equity financing, or that any such financing would be on terms acceptable to us.
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. One component of our growth strategy is continued
international expansion. There are certain risks inherent with conducting international business including longer payment cycles, difficulties in accounts
receivable collections, difficulties in complying with foreign laws, unexpected changes in regulatory requirements, political and social instability and
potentially adverse tax consequences. Any one or more of these factors could have a material adverse effect on our international operations and, consequently,
on our business, consolidated results of operations or consolidated financial condition. There can be no assurance that we will be able to manage our
international operations successfully.

Our financial results maybe impacted by our ability to find new locations. Our future success will be dependent upon being able to find cost effective
locations in which to operate, both domestically and internationally. There is no assurance that we will be able to find cost effective locations, obtain
favorable lease terms and build or retrofit facilities in a timely or economic manner.

Our financial results may be adversely affected by increases in business costs. Some of our larger 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, 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 financial results depend on our ability to manage capacity utilization. Our profitability is influenced significantly by our CMC capacity utilization. We
attempt to maximize utilization; however, because the majority of our business is inbound, 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 CMCs.
Historically, we experience idle peak period capacity upon opening a new CMC or termination or completion of a large client program. We assess the
expected long-term capacity utilization of our Centers quarterly. We may consolidate or close under-performing centers in order to maintain or improve
targeted utilization and margins. In the event we close CMCs in the future, we may be required to record restructuring or impairment charges, which would
adversely impact our results of operations. There can be no assurance that we will be able to achieve or maintain optimal CMC capacity utilization.

Our business operates in a highly competitive market. The market in which we operate is fragmented and highly competitive and that competition may
intensify in the future. We compete with small firms offering specific applications, divisions of large entities, large independent firms and, most significantly,
the in-house operations of clients or potential clients. A number of competitors may develop greater capabilities and resources than ours. 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 customer management services they currently outsource, or retain or increase their in-house customer service and product
support capabilities. In addition, competitive pressures from current or future competitors also could cause our services to lose market acceptance or result in
significant price erosion, which could have a material adverse effect upon our business, results of operations and financial condition. There can be no
assurance that additional competitors, some with greater resources than ours, will not enter our market.

Our future success requires continued growth. Continued future growth will depend on a number of factors, including our ability to; (i) initiate, develop and
maintain new client relationships; (ii) expand existing client programs; (iii) rapidly staff and equip suitable CMC facilities; and (iv) develop new solutions
and enhance existing solutions we provide to our clients. There can be no assurance that we will be able to effectively manage expanded operations or
maintain our profitability.
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Our financial results may be affected by rapidly changing technology. Our business is highly dependent on our computer and telecommunications
equipment and software capabilities. Our failure to maintain our technological capabilities or to respond effectively to technological changes could have a
material adverse effect on our business, consolidated results of operations or consolidated financial condition. Our continued growth and future profitability
will be highly dependent on a number of factors, including our ability to; (i) expand our existing solutions offerings; (ii) achieve cost efficiencies in our
existing CMC operations; and (iii) introduce new solutions that leverage and respond to changing technological developments. Our ability to effectively
market and implement software solutions developed by our Database Marketing and Consulting segment, including recoverability of capitalized costs based
on estimated future cash flows, is a factor in our future success. There can be no assurance that technologies or services developed by our competitors will not
render our products or services non-competitive or obsolete, that we can successfully develop and market any new services or products, that any such new
services or products will be commercially successful or that the integration of automated customer support capabilities will achieve their intended cost
reductions.

Our success depends on key personnel. Our success will depend upon our ability to recruit, hire and retain experienced executive personnel. There can be no
assurance that we will be able to hire, motivate and retain highly effective executive employees on economically feasible terms.

Our business is dependent on our ability to maintain our workforce. Our success is largely dependent on our ability to recruit, hire, train and retain qualified
employees. Our industry is labor-intensive and experiences high personnel turnover. A significant increase in the employee turnover rate could increase
recruiting and training costs, thereby decreasing operating effectiveness and productivity. Also, if we obtain several significant new clients or implement
several new, large-scale programs, we may need to recruit, hire and train qualified personnel at an accelerated rate. We may not be able to continue to hire,
train and retain sufficient qualified personnel to adequately staff new customer management programs. In addition, certain CMCs are located in geographic
areas with relatively low unemployment rates, which could make it more difficult and costly to hire qualified personnel. There can be no assurance that we
will be able maintain our workforce at necessary levels.

Our success may be affected by our ability to complete and integrate acquisitions and joint ventures. We may pursue strategic acquisitions of companies
with services, technologies, industry specializations or geographic coverage that extend or complement our existing business. We may face increased
competition for acquisition opportunities, which may inhibit our ability to complete suitable acquisitions on favorable terms. 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. There can be no assurance that we will be successful in integrating acquisitions or
joint ventures into our existing businesses, or that any acquisition or joint venture will enhance our business, results of operations or financial condition.

Our business depends on uninterrupted service to clients. Our operations are dependent upon our ability to protect our locations’ computer and
telecommunications equipment and software systems against damage or interruption from fire, power loss, cyber attacks, telecommunications interruption or
failure, natural disaster and other similar events. Our operations may also be adversely affected by damage to our facilities resulting from fire, natural disaster
or other events. Additionally, severe weather can cause interruption in our ability to deliver our services, such as when our employees cannot attend work,
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), through the reasons noted above or otherwise, our business could be materially adversely affected and we may be required to pay
contractual damages or face the loss of some clients altogether. We maintain property and business interruption insurance. However, there can be no assurance
that such insurance will adequately compensate us for any losses we may incur.

Our financial results may experience variability. We experience quarterly variations in operating results because of a variety of factors, many of which are
outside our control. In addition, we make decisions regarding staffing levels, investments and other operating expenditures based on our revenue forecasts. If
our revenue is below expectations in any given quarter, our operating results for that quarter would likely be materially adversely affected. There can be no
assurance that future quarterly or annual operating results will reflect past operating results.

Our financial results may be impacted by foreign currency exchange risk. We serve an increasing number of our U.S. clients from CMCs in Canada,
Argentina, Mexico and the Philippines. Contracts with these clients are typically priced in U.S. dollars while the costs incurred to operate these CMCs are
denominated in Canadian dollars or Philippine pesos, which represents a foreign currency exchange risk to us. Although
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we enter into forward financial instruments to manage and reduce the impact of changes in certain foreign currency exchange rates, we do not fully hedge this
risk. As the U.S. dollar weakens, the operating expenses of these CMCs, once translated into U.S. dollars, increase in comparison to prior years. If the U.S.
dollar does not strengthen, our consolidated financial results may be adversely impacted. While our hedging strategy effectively offset a portion of these price

increases during 2004, there can be no assurance that we will continue to successfully hedge this foreign currency exchange risk or that the U.S. dollar will
strengthen.

Our financial results may be adversely impacted by our Database Marketing and Consulting segment. Our Database Marketing and Consulting segment
has historically experienced higher levels of profitability than it is currently achieving. Our consolidated financial results and consolidated financial position,
including our ability to obtain financing, may be adversely impacted if we are unable to return that segment to previous profitability levels.

10




Table of Contents

Item 2. Properties.

Our corporate headquarters are located in Englewood, Colorado, in approximately 272,000 square feet of office space. In February 2003, we purchased our
corporate headquarters building, including furniture and fixtures, for $38.2 million. As of December 31, 2004, we operated 67 CMCs which includes one
facility for our Database Marketing and Consulting segment, and are classified as follows:

* Dedicated Center — we lease space for these centers and dedicate the entire facility to one client.
* Multi-client Center — we lease space for these centers and serve multiple clients in each facility.

» Managed Center — these facilities are leased or owned by our clients, and we manage these sites on behalf of our clients in accordance with facility
management contracts.

Our Customer Management Services segments include CMCs in the following locations as of December 31, 2004:

Location Number of CMCs
United States 18

International:
Argentina
Australia
Brazil
Canada
China
Germany
India
Korea
Malaysia
Mexico
New Zealand
Northern Ireland
Philippines
Singapore
Scotland
Spain

Total
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In addition, the corporate headquarters for our Database Marketing and Consulting segment leases space in San Diego, California.
We also lease a facility in Livonia, Michigan that is subleased to a third-party. We also lease four small administrative offices occupied by support staff.

The leases for our U.S. based CMCs have terms ranging from three to 20 years and generally contain renewal options. We believe that our existing CMCs are
suitable and adequate for our current operations. We target capacity utilization in our fully outsourced centers at 85% to 90% of our available workstations
during peak (weekday) periods.

Item 3. Legal Proceedings.

From time to time we may be involved in claims or lawsuits that arise in the ordinary course of business. Accruals for claims or lawsuits have been provided
for to the extent that losses are deemed probable and estimable. Although the ultimate outcome of these claims or lawsuits cannot be ascertained, based on the
basis of present information and advice received from counsel, it is our opinion that the disposition or ultimate determination of such claims or lawsuits will
not have a material adverse effect on the Company.
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Item 4. Submission of Matters to a Vote of Security Holders.
No matters were submitted to a vote of the Company’s stockholders during the fourth quarter of our fiscal year ended December 31, 2004.
Item 4A. Executive Officers of TeleTech Holdings, Inc.

The names, positions held by and ages of our executive officers as of December 31, 2004 are as follows:

Date

Position

Name Position Age A d
Kenneth D. Tuchmanl Chairman and Chief Executive Officer 45 2001
James E. Barlett2 Vice Chairman 61 2001
Dennis J. Lacey3 Executive Vice President and Chief Financial Officer 51 2003
Sharon A. O’Leary4 Senior Vice President, General Counsel and Secretary 46 2002
Greg Hopkins> Executive Vice President, Business Development 50 2004

1 Mr. Tuchman founded TeleTech’s predecessor company in 1982 and has served as the Chairman of the Board of Directors since TeleTech’s formation

in 1994. Mr. Tuchman served as the Company’s President and Chief Executive Officer from the Company’s inception until October 1999. In
March 2001, Mr. Tuchman resumed the position of Chief Executive Officer. Mr. Tuchman is also a member of the State of Colorado Governor’s
Commission on Science and Technology and on the Board of Directors for the Center for Learning and Leadership.

2. Mr. Barlett was elected to the Board of Directors of TeleTech in February 2000 and has served as Vice Chairman of TeleTech since October 2001.
Before joining TeleTech as Vice Chairman, Mr. Barlett served as the President and Chief Executive Officer of Galileo International, Inc. from 1994 to
2001, was elected Chairman in 1997 and served until 2001. Prior to joining Galileo International, Inc., Mr. Barlett served as Executive Vice President
of Worldwide Operations and Systems for MasterCard International Corporation, where he was also a member of the MasterCard International
Operations Committee. Previously, Mr. Barlett was Executive Vice President of Operations for NBD Bancorp, Vice Chairman of Cirrus, Inc., and a
partner with Touche Ross and Co., currently known as Deloitte and Touche. Mr. Barlett also serves on the Board of Directors of Korn/Ferry
International.

3 Mr. Lacey joined TeleTech in May 2003 as Executive Vice President and Chief Financial Officer. Prior to joining TeleTech, Mr. Lacey was Executive
Vice President and Chief Financial Officer of CKE Restaurants, Inc. Prior to joining CKE Restaurants, Inc.; Mr. Lacey was Chief Financial Officer of
Imperial Bancorporation. Prior to his employment at Imperial Bancorporation, Mr. Lacey served as President and Chief Executive Officer of Capital
Associates, Inc. Before his position at Capital Associates Inc., Mr. Lacey was an audit partner with Coopers and Lybrand. Mr. Lacey holds a Bachelor
of Arts degree in Accounting from the University of West Florida, located in Pensacola, Florida.

4 Ms. O’Leary joined TeleTech in 2002 from LoneTree Capital, a venture capital firm, where she was Senior Vice President and General Counsel. Prior
to joining LoneTree Capital, Ms. O’Leary was Vice President-Law with MediaOne Group where she managed the general corporate, litigation, risk
management, human resources and public relations advice areas of the law department. Ms. O’Leary also managed the Board of Directors as Assistant
Secretary. Prior to joining MediaOne Group, Ms. O’Leary worked for US WEST in a variety of legal areas including mergers and acquisitions,
commercial transactions, international joint ventures, new product development, and regulatory issues. In addition to her work at US WEST,

Ms. O’Leary was a partner with the law firm of Browning, Kaleczyc, Berry & Hoven, P.C. Ms. O’Leary earned her undergraduate degree from
Dominican College in 1981, and her juris doctorate from New York Law School in 1985.

5 Mr. Hopkins joined TeleTech in April 2004. His career spans over 19 years in the domestic and global sales and marketing industries, most recently as
Vice President and General Manager of Global Markets at Telwares Communications, LLC. Prior to Telwares, Mr. Hopkins was Executive Vice
President of Virtela Communications, where he developed a global sales and pre-sales engineering team. Mr. Hopkins also previously held the post of
Western Region Vice President at AT&T Global Services and Corporate Accounts Vice President at Inacom Information Systems.

There are no arrangements or understanding between any executive officer and another person pursuant to which such executive officer was selected as an
officer.
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

The Company’s common stock is traded on the NASDAQ National 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 National Market:

High Low
First Quarter 2004 $ 1234 $ 565
Second Quarter 2004 $ 895 $ 5.76
Third Quarter 2004 $ 0978 $ 755
Fourth Quarter 2004 $ 10.57 $ 9.02
First Quarter 2003 $ 798 $ 445
Second Quarter 2003 $ 5.55 $ 3.65
Third Quarter 2003 $ 742 $ 331
Fourth Quarter 2003 $ 12.00 $ 572

As of February 23, 2005, there were 75,066,793 shares of common stock outstanding, held by approximately 106 stockholders of record.

We did not declare or pay any dividends on our common stock during 2004, 2003 or 2002 and we do not expect to do so in the foreseeable future. During
December 2004, the Board of Directors authorized a stock repurchase program, authorizing the repurchase of up to $50 million of our common stock at a
share price up to $15.00 per share. Previously, the Board of Directors had authorized a stock repurchase program of up to $25 million. The total amount of
stock authorized to be repurchased is $75 million, of which $5.3 million was purchased during 2004 at an average share price of $6.44. We purchased an
additional 1,435,900 shares at an average share price of $11.08 during the period January 1, 2005 through February 24, 2005.

Issuer Purchases of Equity Securities

Total Number Approximate
of Shares Dollar Value of
Purchased as Shares that
Part of May Yet Be
Total Publicly Purchased
Number of Announced Under the
Shares Plans or Plans or
Purchased Average Price Programsl Programs
Period (000’s) Paid per Share (000’s) (000’s)
October 1, 2004 — October 31, 2004 — $ - — $ 20,000
November 1, 2004 — November 30,