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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 2011

OR

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 1-14379

CONVERGYS CORPORATION

(Exact name of registrant as specified in its charter)
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Incorporated under the laws of the State of Ohio
201 East Fourth Street, Cincinnati, Ohio 45202
LR.S. Employer Identification Number 31-1598292

Telephone - Area Code (513) 723-7000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, 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 x No ~

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 x Accelerated filer

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes = No x

At March 31, 2011, there were 121,339,750 common shares, without par value, outstanding, excluding amounts held in Treasury of 63,370,455.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF OPERATIONS

(In millions, except per share amounts)
Revenues

Costs and Expenses:

Cost of providing services and products sold
Selling, general and administrative
Research and development costs
Depreciation

Amortization

Total costs and expenses

Operating Income

Equity in earnings of Cellular Partnerships
Other income, net

Interest expense

Income before Income Taxes
Income tax expense

Income from Continuing Operations, net of tax
Income from Discontinued Operations, net of tax

Net Income

Other Comprehensive Income (Loss), net of tax:
Foreign currency translation adjustments
Unrealized (loss) gain on hedging activities

Total other comprehensive income
Total Comprehensive Income

Basic Earnings Per Common Share:
Continuing operations
Discontinued operations

Basic Earnings per Common Share

Diluted Earnings Per Common Share:

Table of Contents

AND COMPREHENSIVE INCOME (LOSS)

(Unaudited)

Three Months
Ended March 31,
2011 2010
$544.6 $546.0
338.7 322.0
131.8 158.6
13.5 15.1
21.2 25.6
2.4 2.6
507.6 523.9
37.0 22.1
10.2 13.3
7.6 8.3
4.6) 5.7
50.2 38.0
15.3 124
34.9 25.6
9.7
$ 349 $ 353
6.2 (1.9)
(1.8) 9.8
4.4 7.9
$ 393 $ 432
$ 0.29 $ 0.21
0.08
$ 029 $ 0.29
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Continuing operations $ 0.28
Discontinued operations

Diluted Earnings per Common Share $ 028

Weighted Average Common Shares Outstanding:

Basic 122.1

Diluted 126.0
See Notes to Consolidated Financial Statements.
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(In Millions)

ASSETS

Current Assets

Cash and cash equivalents

Receivables, net of allowances of $11.3 and $11.0
Deferred income tax asset

Prepaid expenses

Other current assets

Current assets  held for sale

Total current assets

Property and equipment, net
Goodwill, net

Other intangibles, net

Investment in Cellular Partnerships
Deferred income tax asset

Other assets

Total Assets

LIABILITIES AND SHAREHOLDERS EQUITY

Current Liabilities

Debt and capital lease obligations maturing within one year
Payables, deferred revenue and other current liabilities

Total current liabilities

Long-term debt and capital lease obligations
Deferred income tax liability

Accrued pension liability

Other long-term liabilities

Total liabilities

Shareholders Equity

Preferred shares  without par value, 5.0 authorized; none outstanding
Common shares  without par value, 500.0 authorized;

184.7 and 184.2 issued, 121.3 and 122.1 outstanding, as of

March 31, 2011 and December 31, 2010, respectively

Treasury stock 63.4 and 62.1 as of March 31, 2011 and December

31, 2010, respectively
Retained earnings
Accumulated other comprehensive loss

Total shareholders equity

Total Liabilities and Shareholders Equity

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHEETS

March 31,
2011
(Unaudited)

$ 166.3
362.1

40.8

45.2

59.5

11.8

685.7
341.4
821.4
37.3
65.0
38.7
119.3

$ 2,108.8

$ 63.9
358.2

422.1
119.6

88.8
128.0
139.8

898.3

1,099.8
(1,075.7)

1,197.3
(10.9)

1,210.5

$ 2,108.8

December 31,
2010

$ 186.1
371.6

40.9

38.3

56.8

11.8

705.5
347.6
820.5
40.1
64.3
38.1
109.2

$ 21253

$ 91.0
380.2

471.2
119.3

76.4
129.6
144.7

941.2

1,094.5
(1,060.2)

1,165.1
(15.3)

1,184.1

$ 21253
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three Months
Ended March 31,
(In Millions) 2011 2010
CASH FL.OWS FROM OPERATING ACTIVITIES
Net income $ 349 $ 353
Income from discontinued operations 9.7
Income from continuing operations 349 25.6
Adjustments to reconcile net income from continuing operations to net cash provided by operating activities of
continuing operations:
Depreciation and amortization 23.6 28.2
Gain on sale of business (7.0)
Deferred income tax expense 11.4 16.3
Equity in earnings of Cellular Partnerships (10.2) (13.3)
Distributions from Cellular Partnerships 9.5 7.7
Stock compensation expense 33 5.6
Changes in assets and liabilities:
Change in receivables 12.9 16.5
Change in other current assets 9.3) 2.6
Change in deferred charges, net (12.3) 2.5)
Change in other assets and liabilities 3.0 4.1)
Change in payables and other current liabilities (25.0) (31.0)
Net cash provided by operating activities of continuing operations 34.8 51.6
Net cash used in operating activities of discontinued operations 3.1
Net cash provided by operating activities 34.8 48.5
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (17.7) (14.6)
Proceeds from disposition of business 10.0
Acquisitions, net of cash acquired (3.0
Net cash used in investing activities (7.7) (17.6)
CASH FL.OWS FROM FINANCING ACTIVITIES
Repayments of credit facilities and other debt, net (26.9) (254.2)
Purchase of treasury shares (19.2)
Proceeds from exercise of stock options 2.2
Other 3.0)
Net cash used in financing activities (46.9) (254.2)
Net decrease in cash and cash equivalents (19.8) (223.3)
Cash and cash equivalents at beginning of period 186.1 331.7
Cash and cash equivalents at end of period $166.3 $ 108.4

See Notes to Consolidated Financial Statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Dollar amounts in Millions Except Per Share Amounts)
(Unaudited)
(1) BACKGROUND AND BASIS OF PRESENTATION

Convergys Corporation (the Company or Convergys) is a global leader in relationship management. The Company provides solutions that drive
value from the relationships its clients have with their customers. Convergys turns these everyday interactions into a source of profit and

strategic advantage for the Company s clients. For over 25 years, the Company s unique combination of domain expertise, operational excellence
and innovative technologies has delivered process improvement and actionable business insight to clients to enhance their relationships with
customers.

Prior to June 1, 2010, the Company had three reportable segments, Customer Management, Information Management and Human Resources
Management (HR Management). In March 2010, Convergys signed a definitive agreement to sell its HR Management line of business for
approximately $100. The sale substantially closed on June 1, 2010. Beginning June 1, 2010, the Company began earning transition services
revenues for services provided to the buyer under agreements lasting from three to eighteen months, reflected in Corporate and Other in Note 16.
In connection with the sale of the HR Management line of business, the Company reorganized its reportable segments into two segments:
Customer Management, which provides agent-assisted services, self-service, and intelligent technology care solutions, and Information
Management, which provides business support system (BSS) solutions. See Note 16 for information about these segments.

Certain balances in prior years have been reclassified to conform to the current year presentation, including cash flow distributions related to the
Company s investments in the Cellular Partnerships. As the Company has received distributions from the Partnerships in excess of its initial
investment, these amounts are now classified as cash flow from operating activities as they represent return on operating assets rather than return
on investment capital. This classification increased previously reported cash flows from operating activities and decreased previously reported
cash flows from investing activities by $7.7 each for the three month period ended March 31, 2010. See Note 5 for additional information about
the Cellular Partnerships. In addition, during 2010, the Company reclassified a lease related to an office complex in Orlando, Florida as a capital
lease. See Note 9 for additional information.

The accompanying Consolidated Financial Statements have been prepared in accordance with accounting principles generally accepted in the
United States for interim financial reporting (U.S. GAAP) and U.S. Securities and Exchange Commission (SEC) regulations, and, in the opinion
of management, include all adjustments necessary for a fair presentation of the results of operations, financial position and cash flows for each
period shown. All adjustments are of a normal and recurring nature. Certain information and footnote disclosures normally included in Financial
Statements prepared in accordance with generally accepted accounting principles in the United States have been condensed or omitted. Interim
Consolidated Financial Statements are not necessarily indicative of the financial position or operating results for an entire year. These interim
Consolidated Financial Statements should be read in conjunction with the audited Financial Statements and the Notes thereto included in the
Company s Annual Report on Form 10-K for the year ended December 31, 2010, filed on February 25, 2011.

(2) RECENT ACCOUNTING PRONOUNCEMENTS

In October 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2009-13, Multiple-Deliverable
Revenue Arrangements, (amendments to FASB ASC Topic 605, Revenue Recognition ) (ASU 2009-13) and ASU 2009-14, Certain
Arrangements That Include Software Elements, (amendments to FASB ASC Topic 985, Software ) (ASU 2009-14). ASU 2009-13 requires
entities to allocate revenue in an arrangement using estimated selling prices of the delivered goods and services based on a selling price
hierarchy. The amendments eliminate the residual method of revenue allocation and require revenue to be allocated using the relative selling
price method. ASU 2009-14 removes tangible products from the scope of software revenue guidance and provides guidance on determining
whether software deliverables in an arrangement that includes a tangible product are covered by the scope of the software revenue

guidance. ASU 2009-13 and ASU 2009-14 should be applied on a prospective basis for revenue arrangements entered into or materially
modified in fiscal years beginning on or after June 15, 2010, with early adoption permitted. The Company adopted ASU 2009-13 and 2009-14
effective January 1, 2011. Adoption of these Standards did not have a material impact to the Company s consolidated results of operations and
financial position.

(3) DIVESTITURES

HR Management
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In March 2010, the Company signed a definitive agreement to sell its HR Management line of business and, in June 2010, the Company
substantially completed the sale of this business to NorthgateArinso, the Human Resource division of Northgate Information
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Solutions Limited, for approximately $100. The consideration received at closing consisted of approximately $80 in cash and a zero coupon note
issued by NorthgateArinso in the principal amount of $15. The note is payable in increments of $5 on the second anniversary of closing and $10
on the third anniversary of closing. The completion of the sale of foreign HR Management operations closed in the third and fourth quarters of
2010 and resulted in an additional $5 in cash received. Final settlement of working capital adjustments resulted in cash payments by Convergys
of approximately $7 during the fourth quarter of 2010. In connection with and at the time of the completion of the sale in June 2010, the
Company made cash payments of $28.2 for certain obligations of the HR Management business, the impact of which is included in cash flows
from operating activities of discontinued operations.

The gain on the sale of HR Management recorded in 2010 was $35.2 pretax and $5.6 after tax. The sale of HR Management was a taxable
transaction that resulted in $29.6 being recorded for the combined federal, state and foreign income taxes. The gain on sale included the
elimination of $67.1 of goodwill and intangible assets. The high effective tax rate on the transaction was largely due to substantially lower tax
basis in goodwill as compared to book value.

As a result of the sale of the HR Management line of business, the operating results, and assets and liabilities related to HR Management have
been reflected as discontinued operations for all periods presented. For prior periods, certain costs that had been previously allocated to the HR
Management segment are now included in continuing operations. These costs were $6.2 for the three months ended March 31, 2010 and are
reflected in Corporate and Other in Note 16. Beginning June 1, 2010, the Company began earning transition services revenues for services
provided to the buyer under agreements lasting from three to eighteen months. For the three months ended March 31, 2011, the Company earned
$6.3 in revenue under these transition services agreements. The results of the HR Management business included in discontinued operations for
the three months ended March 31, 2010, respectively, are summarized as follows:

Three Months
Ended March
31,
2010
Revenue $ 65.0
Income (loss) before tax 14.2
Income tax expense 4.5
Income (loss), net of tax 9.7

There were no remaining assets or liabilities related to the HR Management business at December 31, 2010. Cash flows generated from the
discontinued operations are presented separately in the Company s consolidated statements of cash flows.

Finance and Accounting outsourcing line of business (F&A)

In January 2011, the Company completed the sale of F&A for approximately $10. The gain on the sale amounted to $7.0 pretax, recorded within
Other income, net in the Consolidated Statements of Income and Comprehensive Income, and $4.3 after tax at March 31, 2011. The gain on the
sale included the elimination of $2.6 of goodwill and other intangible assets. The results of operations of F&A and the sale of F&A are not
material to the Company s results of operations or financial condition, and therefore, are not reflected as discontinued operations for the periods
presented.

(4) EARNINGS PER SHARE AND SHAREHOLDERS EQUITY

Earnings per Share

The following is a reconciliation of the numerator and denominator of the basic and diluted earnings per share (EPS) computations:
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Continuing Operations Discontinued Operations Total
Per Per Per
Share Share Share

Three Months Ended March 31, 2011 Shares Income Amount Income Amount Amount
Basic EPS 122.1 $ 349 $ 029 $ $ $ 029
Effect of dilutive securities:
Stock-based compensation arrangements 2.2 (0.01) (0.01)
Convertible Debt 1.7
Diluted EPS 126.0 $ 349 $ 0.28 $ $ $ 028
Three Months Ended March 31, 2010
Basic EPS 123.4 $ 256 $ 0.21 $ 9.7 $ 0.08 $ 029
Effect of dilutive securities:
Stock-based compensation arrangements 2.5 (0.01) (0.01)
Diluted EPS 125.9 $ 256 $ 020 $ 9.7 $ 0.08 $ 028

The diluted EPS calculation for the three months ended March 31, 2011 and 2010 excludes the effect of 4.0 million and 6.2 million outstanding
stock options, respectively, because their effect is anti-dilutive. As described more fully in Note 9, the Company issued approximately $125.0
aggregate principal amount of 5.75% Junior Subordinated Convertible Debentures due 2029 (2029 Convertible Debentures). The 2029
Convertible Debentures are convertible, subject to certain conditions, into shares of the Company s common stock at an initial conversion price
of approximately $12.07 per share, or 82.82 shares per one thousand in principal amount of debentures. There were 1.7 million dilutive shares
related to the 2029 Convertible Debentures for the three months ended March 31, 2011.

Shareholders Equity

The Company repurchased 1.4 million shares during the three months ended March 31, 2011 at an average price of $13.80 per share for a total
of $19.2. As of March 31, 2011, the Company has the authority to repurchase 3.2 million additional common shares pursuant to current
authorizations. Subsequent to March 31, 2011 and through April 29, 2011, the Company repurchased an additional 0.4 million shares at an
average price of $13.88 per share.

(5) INVESTMENT IN CELLULAR PARTNERSHIP

The Company maintains a 33.8% limited partnership interest in the Cincinnati SMSA Limited Partnership which qualifies as significant under
the Securities and Exchange Commission Regulation S-X, Article 1, Rule 1-02(w). Unaudited income statement information reported by the
Cincinnati SMSA Limited Partnership, a provider of wireless communications in central and southwestern Ohio and northern Kentucky, is
presented in the following table, along with a summary of the amounts recorded in the Company s consolidated financial statements. The
Company accounts for its interest in the Cellular Partnership under the equity method of accounting. Under Rule 3-09 of Regulation S-X, the
Company filed audited financial statements for Cincinnati SMSA Limited Partnership for the year ended December 31, 2010 with its Form 10-K
on February 25, 2011.

Since the Cellular Partnership was organized as a limited partnership, the partners are responsible for income taxes applicable to their share of
taxable income generated by the Cellular Partnership. The net income of the Cincinnati SMSA Limited Partnership reflected in the following
table does not include any provision for income taxes incurred by the partners.

Three Months
Ended March 31,
2011 2010
Revenues $175.0 $153.2
Income from operations 29.4 39.6
Net income 29.2 38.5
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The Company s equity in earnings of equity method investees for the three month period ended March 31, 2011 and 2010, respectively, is as
follows:
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Three Months
Ended March 31,
2011 2010
Convergys equity in earnings of Cincinnati SMSA Limited Partnership $ 99 $13.1
Convergys equity in earnings of other equity method investees 0.3 0.2
Total equity in earnings of cellular partnerships $10.2 $13.3

(6) EMPLOYEE BENEFIT PLANS

The Company sponsors a defined benefit pension plan, which includes both a qualified and non-qualified portion, for eligible employees (the
Cash Balance Plan). The Company also sponsors a non-qualified, unfunded executive deferred compensation plan and a supplemental,
non-qualified, unfunded plan for certain senior executive officers.

Components of pension cost for the Cash Balance Plan are as follows:

Three Months
Ended March 31,
2011 2010
Interest cost on projected benefit obligation $ 238 $ 29
Expected return on plan assets 2.8) 3.0)
Amortization and deferrals - net 1.5 1.1
Pension cost $ 1.5 $ 1.0

The Company contributed $1.7 to fund the Cash Balance Plan during the first three months of 2011 and expects to contribute approximately $9
during the remainder of 2011.

Components of pension cost for the unfunded executive pension plans are as follows:

Three Months
Ended March 31,
2011 2010
Service cost $ 0.1 $04
Interest cost on projected benefit obligation 0.4 0.5
Curtailment (gain) loss (1.5) 2.3
Pension cost $(1.0) $3.2

The Company recognized a $1.5 curtailment benefit during the first quarter of 2011 related to the resignation of a senior executive. The
Company recognized a $2.3 curtailment loss during the first quarter of 2010 related to the termination of the employment of the former President
and Chief Executive Officer of the Company.

(7) RESTRUCTURING

2010 Restructuring

As discussed more fully in the Restructuring footnote of Notes to Consolidated Financial Statements in the Company s Annual Report on Form
10-K for the year ended December 31, 2010, during 2010, the Company initiated a restructuring plan and incurred a total charge of $36.7
consisting of $22.4 of severance-related charges and $14.3 of facility-related charges. The $22.4 of severance-related charges were comprised of
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$13.3 at Customer Management and $3.0 at Information Management, largely to reduce headcount and align resources to future business needs,
and $6.1 at Corporate to further simplify operations and to reflect the impact
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of the sale of the HR Management line of business. The severance charge of $22.4 is largely being paid in cash pursuant to the Company s
existing severance policy and employment agreements. When completed, these actions will affect approximately 1,000 professional employees
and approximately 1,400 non-salaried employees worldwide and are expected to be mostly completed by the end of 2011. The facility-related
charge of $14.3 relates to lease rent accruals and penalties for properties that have closed as the result of consolidating facilities and shifting
capacity. The charge is equal to the future costs associated with the facility, net of proceeds from any probable future sublease agreements. The
fair value measurement utilized internal discounted cash flows, which is a Level 3 input. The Company used estimates, based on consultation
with the Company s real estate advisors, to determine the proceeds from any future sublease agreements. The Company will continue to evaluate
these estimates in recording the facilities abandonment charge. Consequently, there may be additional reversals or charges relating to these
facility closures in the future. Therefore, facility-related reserves are maintained on a facility basis rather than a restructuring charge event basis.
At March 31, 2011, the facility-related restructuring reserve for all reserved facilities had an outstanding balance of $19.5, which will be paid out
over several years until the leases expire.

Restructuring liability activity for the 2010 severance plan, the balance of which is included within Payables, deferred revenue and other current
liabilities on the Company s balance sheets, consisted of the following:

2011
Balance at January 1 $124
Severance payments (3.6)
Balance at March 31, 2011 $ 8.8

2009 Restructuring

During 2009, the Company initiated restructuring plans of $43.3 to reduce headcount and align resources to future business needs. The
severance actions were completed as of March 31, 2011. The facility-related charge relates to lease rent accruals for properties that have closed
as the result of consolidating facilities, consistent with the methodology discussed in connection with the 2010 restructuring. The facility-related
restructuring reserve related to this charge is encompassed within the total outstanding facility balance of $19.5 referred to above, which will be
paid over several years until the leases expire.

Restructuring liability activity for the 2009 plans consisted of the following:

2011
Balance at January 1 $ 2.7
Severance payments 2.7)
Balance at March 31, 2011 $
Facilities Restructuring
Restructuring liability activity for the facilities plans consisted of the following:
2011
Balance at January 1 $20.7
Facility payments 1.2)
Balance at March 31, 2011 $19.5

(8) STOCK-BASED COMPENSATION PLANS
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The Company s operating results for the three months ended March 31, 2011 and 2010 included long-term incentive plan expense of $3.8 and
$5.6, respectively. Long-term incentive plan expense includes: (a) incentive plan expense that is paid in cash based on relative shareholder return
and (b) stock compensation expense. Stock compensation expense for the three months ended March 31, 2011 was $3.7, compared to $5.6 for
the same period in 2010.

Stock Options

A summary of stock option activity for the three months ended March 31, 2011 is presented below:

10
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Weighted Weighted
Average Average
Weighted Remaining Fair Value at
Average Contractual Term Date of Grant
Shares in Millions Except Per Share Amounts Shares Exercise Price (in years) (per share)
Outstanding and exercisable at January 1, 2011 5.7 $ 31.66 1.1 $ 12.16
Exercised 0.2) 11.67
Forfeited/cancelled 2.0) 42.99
Exercisable at March 31, 2011 3.5 $ 26.20 1.4 10.33
Granted 0.7 13.79 9.8 4.06
Outstanding at March 31, 2011 4.2 $ 24.15 2.8 $ 9.31

Approximately one-half of the stock options granted during 2011 vest in two years and the remaining vest in three years. The weighted average
fair value at grant date of $4.06 per option granted included assumptions of a strike price of $13.79, a 31.11% implied volatility and an expected
term of 4.5 years. These option grants resulted in stock compensation expense of $0.2 in the first three months of 2011.

Restricted Stock Awards

During the three months ended March 31, 2011, the Company granted 1.4 million shares of restricted stock units at a weighted-average fair

value of $13.78 per share. Included in this amount were 0.5 performance-based restricted stock units granted at the fair value of $13.77 per

share, equal to the Company s share price at grant date, that vest upon the Company s satisfaction of certain financial performance conditions. The
2011 grants provide for payout based upon the extent to which the Company achieves certain EBITDA targets, as defined by the Company at
management s discretion, over a two-year period. Payout levels range from 50% to 200% of award shares earned. No payout can be earned if
performance is below the minimum threshold level. Compensation cost related to these 2011 grants will be adjusted based upon expected
performance as compared to defined targets.

During the three months ended March 31, 2010, the Company granted 1.5 million shares of restricted stock units at a weighted average fair value
of $11.72 per share. Included in this amount were 0.8 million shares of market-based restricted stock units granted at the fair value of $11.37 per
share that vest upon the Company s satisfaction of certain market conditions (relative shareholder return versus the S&P 500 return) as of
December 31, 2012. Compensation cost related to these 2010 grants is not adjusted based upon variance from initial assumptions made
regarding expected performance. The Company used a Monte Carlo simulation model to estimate the fair value for market-based restricted stock
units issued during 2010. The assumptions used in this model for the awards are noted in the table below. Expected volatilities for the 2010
performance awards are based on historical volatility and daily returns for the three-year period ended January 1, 2010 of the Company s stock
and S&P 500 companies. The total stock return for the Company over the performance period is based on comparing Convergys average closing
price from the fourth quarter of 2009 with the average expected closing price for the fourth quarter of 2012. For the 2010 performance awards,
the total stock return of the S&P 500 companies is computed by comparing the average closing price of the S&P 500 companies from the fourth
quarter of 2009 with the average expected closing price for the fourth quarter of 2012. The risk-free interest rate for the expected term of the
award is based on the U.S. Treasury yield curve in effect at the time of grant.

March 31, 2010
Expected volatility 56.0%
Expected term (in years) 3.0
Risk-free interest rate 1.4%

The total compensation cost related to restricted stock and restricted stock units not yet recognized as of March 31, 2011 was approximately
$20.5 and $12.8, respectively, which is expected to be recognized over a weighted average of 1.7 years and 1.3 years, respectively. Changes to
non-vested time-based and performance-based restricted stock and restricted stock units for the three months ended March 31, 2011 were as
follows:

Time-based Restricted Stock Units

11
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n

Shares in Millions Except Per Share Amounts
Non-vested at December 31, 2010

Granted

Vested

Forfeited

Non-vested at March 31, 2011

Performance and Market-based Restricted Stock Units

Shares in Millions Except Per Share Amounts
Non-vested at December 31, 2010

Granted

Vested

Forfeited

Non-vested at March 31, 2011

(9) DEBT AND CAPITAL LEASE OBLIGATIONS

Debt and capital lease obligations consist of the following:

On March 11, 2011, the Company entered into a $300 Four-Year Competitive Advance and Revolving Credit Facility Agreement (the New
Credit Facility). The New Credit Facility replaces the Company s $400 Five-Year Competitive Advance and Revolving Credit Facility
Agreement (the Prior Credit Facility), dated as of October 20, 2006 and as amended subsequently, among Convergys and a group of financial

Revolving credit facility

2029 Convertible Debentures
Capital Lease Obligations
Accounts Receivable Securitization
Other

Total debt
Less current maturities
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Number of
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Number of
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57.9
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63.9
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$ 10.76
13.78
12.02
10.77

$ 11.68

Weighted
Average Fair
Value at Date

of Grant

$ 9.79
13.77

8.16

11.58

$ 10.21

December 31,
2010
$
56.6
58.0
85.0
10.7

210.3
91.0

$ 119.3

institutions. In connection with Convergys entry into the New Credit Facility, Convergys terminated the Prior Credit Facility. There were no
balances outstanding under the Prior Revolving Facility at March 11, 2011 or December 31, 2010.

Convergys has two borrowing options available under the New Credit Facility: (i) a competitive advance option which will be provided on an

uncommitted competitive advance basis through an auction mechanism and (ii) a revolving credit option which will be provided on a committed
basis. Under each option, amounts borrowed and repaid may be re-borrowed subject to availability. Borrowings under the New Credit Facility

bear interest at one of the rates described in the New Credit Facility. The New Credit Facility includes certain restrictive covenants including
maintenance of interest coverage and debt-to-EBITDA ratios (as defined in the New Credit Facility). The Company s interest coverage ratio,

defined as the ratio of EBITDA to consolidated interest expense, cannot be less than 4.00 to 1.00 as determined on a rolling four quarter basis.
The Company s debt-to-EBITDA ratio cannot be greater than 3.00 to 1.00 until December 31, 2012 and 2.75 to 1.00 after December 31, 2012.
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The New Credit Facility also contains customary representations and warranties. In the event of a default, the lenders may terminate the
commitments and declare the amounts outstanding, and all accrued interest, immediately due and payable. The maturity date of the New Credit
Facility is March 11, 2015 except that, upon the satisfaction of certain conditions, Convergys may extend the maturity date by one year twice
during the term. Convergys will pay an annual facility fee regardless of utilization. At March 31, 2011 the facility was undrawn. The Company
was in compliance with all covenants at March 31, 2011.

In December 2004, Convergys issued $250.0 in 4.875% Unsecured Senior Notes (4.875% Senior Notes) due December 15, 2009. In the fourth
quarter of 2009, the Company announced an exchange offer (Exchange Offer), under the terms of which the
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Company offered to exchange one-thousand twenty dollars in principal amount of its new 5.75% Junior Subordinated Convertible Debentures
due September 2029 (2029 Convertible Debentures) for each one-thousand dollars in principal amount of its 4.875% Senior Notes. Convergys
issued a total of $125.0 aggregate principal amount of the 2029 Convertible Debentures in exchange for $122.5 of the 4.875% Senior Notes. The
2029 Convertible Debentures are convertible, subject to certain conditions, into shares of the Company s common stock at an initial conversion
price of approximately $12.07 per share, or 82.82 shares of the Company s common stock per one thousand dollars in principal amount of
Debentures. Upon conversion, the Company will pay cash up to the aggregate principal amount of the converted 2029 Convertible Debentures
and settle the remainder of the conversion value of the Debentures in cash or stock at the Company s option. The conversion rate will be subject
to adjustment for certain events outlined in the indenture governing the debenture (the Indenture). The conversion rate will increase for a holder
who elects to convert the Debenture in connection with certain share exchanges, mergers or consolidations involving the Company, as described
in the Indenture. The 2029 Convertible Debentures, which pay a fixed rate of interest semi-annually, have a contingent interest component that
will require the Company to pay interest based on the trading price of the Debentures exceeding a specified threshold at specified times,
commencing on September 15, 2019, as outlined in the Indenture. The maximum amount of contingent interest that will accrue is 0.75% per
annum of the average trading price of the Debentures during the periods specified in the Indenture. The fair value of this embedded derivative
was not significant at March 31, 2011 or 2010.

The Company leased an office complex in Orlando, Florida, under an agreement that expired in June 2010 (the Orlando lease ). The Orlando
lease was historically accounted for as an operating lease. Pursuant to the terms of the lease, on October 8, 2009 the Company was required to
provide notice to the Lessor of its intention to either purchase the property for $65.0 or arrange to have the office complex sold to a third party
(the terms of the lease provided the Lessor with a residual value guarantee from the Company of up to $55.0). Although continuing to pursue a
refinancing of the Orlando lease, on October 8, 2009 the Company legally elected the purchase option under the required notification provision
of the lease agreement.

The election to purchase is considered a contract modification requiring reassessment of the classification of the lease under applicable
accounting principles. Because of the Company s effective election of the purchase option in October 2009, the lease should have been
reclassified as a capital lease instead of an operating lease at that time. The impact of the reclassification as a capital lease on previously issued
financial statements is not material. At June 30, 2010, the Company recorded a capital lease obligation and property of $55.0 related to this
facility, coincident with the completion of the refinancing of the lease discussed below.

On June 30, 2010, the Company refinanced this lease arrangement. As part of the refinancing, the Company paid approximately $10.0 to reduce
the principal under the prior facility related to the residual value guarantee provision referenced above, such amount having been previously
accrued. The new facility provides for a new lease period of five years. Upon termination or expiration of the new facility, the Company is
required to either purchase the property for $55.0 or arrange to have the office complex sold to a third party (the terms of the lease provide the
Lessor with a residual value guarantee from the Company of up to $47.0). Total scheduled lease payments during the term are currently
estimated to be approximately $10.

Including the $55.0 obligation for the Orlando facility, total capital lease obligations were $57.9 and $58.0 at March 31, 2011 and December 31,
2010, respectively.

During 2009, the Company entered into a $125.0 asset securitization facility collateralized by accounts receivables of certain of its subsidiaries,
of which $50.0 was scheduled to expire in June 2010 and $75.0 expires in June 2012. The $50.0 that was scheduled to expire in June 2010 was
extended through June 2011. The asset securitization program is conducted through Convergys Funding Inc., a wholly-owned bankruptcy
remote subsidiary of the Company. As of March 31, 2011, the Company has borrowings of $58.0 under this facility. As of December 31, 2010,
the Company had borrowings of $85.0 under this facility.

Other debt of $10.7 and $10.7 at March 31, 2011 and December 31, 2010, respectively, consisted of miscellaneous domestic and international
borrowings.

At March 31, 2011, future minimum payments of the Company s debt arrangements are as follows:

Remainder of 2011 and 2012 $ 65.6
2013
2014 6.0
2015 55.0
2016
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(10) COMMITMENTS AND CONTINGENCIES
Commitments

At March 31, 2011, the Company had outstanding letters of credit of approximately $31 and other bond obligations of approximately $2 related
to performance and payment guarantees. The Company believes that any guarantee obligation that may arise will not be material. The Company
also has purchase commitments with telecommunications providers of approximately $22 for the remainder of 2011.

At March 31, 2011, the Company had outstanding performance bond obligations of approximately $39 related to performance and payment
guarantees for the Company s former HR Management line of business. Upon completion of the sale of the HR Management business, the
Company continues to be responsible for these bond obligations. As part of the gain on disposition the Company recognized a liability equal to
the present value of probability weighted cash flows of potential outcomes, a level 3 fair value measurement. Although NorthgateArinso is
obligated to indemnify the Company for any and all losses, costs, liabilities and expenses incurred related to these performance bonds, as of
March 31, 2011 the Company maintains a liability of approximately $1 for these obligations.

Contingencies

The Company from time to time is involved in various loss contingencies, including tax and legal contingencies that arise in the ordinary course
of business. The Company accrues for a loss contingency when it is probable that a liability has been incurred and the amount of such loss can
be reasonably estimated. At this time, the Company believes that the results of any such contingencies, either individually or in the aggregate,
will not have a materially adverse effect on the Company s results of operations or financial condition. However, the outcome of any litigation
cannot be predicted with certainty. An unfavorable resolution of one or more pending matters could have a materially adverse impact on the
Company s results of operations or financial condition in the future. At March 31, 2011, the Company believes it is adequately reserved for all
legal contingencies.

Several related class action lawsuits were filed in the United States District Court for the Northern District of Texas in 2001 on behalf of
purchasers of common stock of Intervoice, Inc. (Intervoice) during the period from October 12, 1999 through June 6, 2000 (the Class Period).
Plaintiffs filed claims, which were consolidated into one proceeding under Sections 10(b) and 20(a) of the Exchange Act and SEC Rule 10b-5
against Intervoice (a subsidiary of the Company since 2008) as well as certain named former officers and directors of Intervoice on behalf of the
alleged class members. In the complaint, plaintiffs claim that Intervoice and the named former officers and directors issued false and misleading
statements during the Class Period concerning the financial condition of Intervoice, the results of a merger with another company and the alleged
future business projections of Intervoice. Plaintiffs have asserted that these alleged statements resulted in artificially inflated stock prices.

The District Court dismissed the plaintiffs complaint because it lacked the degree of specificity and factual support to meet the pleading
standards applicable to federal securities litigation. On appeal, the 