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Item 1.02 Termination of a Material Definitive Agreement.

On September 30, 2004, TeleTech Holdings, Inc. (the “Company”) terminated its interest rate swap (the “Swap”) between the Company and
Key Bank National Association (“Key Bank”). The Swap was originally entered into in December 2000, was last amended in February 2003
and was scheduled to expire December 16, 2006. The Swap had a notional amount of $38.2 million and pursuant to its terms, the Company
received LIBOR rates and paid a 6.20% fixed rate. The Company entered into the Swap to protect against rising interest rates associated with
anticipated long-term, variable-rate borrowings under its revolving credit facility. On October 4, 2004, the Company issued a press release
related to the Swap termination. A copy of the press release is attached as Exhibit 99.1 hereto and incorporated by reference.

As a result of the Company’s return to profitability in 2004 and improved domestic liquidity, the Company elected to continue its debt
reduction efforts. At September 30, 2004, the Company reduced its borrowings under its revolving credit facility to $7.2 million, representing
a net reduction in debt of $57 million in the third quarter 2004 and $109 million since the beginning of the year. As a result, the Swap no
longer provided its intended purpose. In connection with the Swap termination, the Company will incur a pre-tax cash charge of $2.8 million
or approximately $.02 per diluted share in the third quarter 2004. At June 30, 2004, the Company had included a $2.7 million derivative
liability associated with the Swap under Other Liabilities in its Condensed Consolidated Balance Sheets. The termination of the Swap,
coupled with the reduction in debt, is anticipated to result in future pre-tax net interest expense savings of approximately $4.7 Million from
October 2004 through December 2006.

The Company and Key Bank continue to be parties to the revolving credit facility, which was refinanced on May 5, 2004 and matures on
May 4, 2007. In addition, Key Bank and certain of its affiliates have provided other banking services to the Company in the past and may
continue to do so in the future.

Any statements contained in this Form 8-K that refer to future events or other non-historical matters are forward-looking statements. TeleTech
disclaims any intent or obligation to update any forward-looking statements. Such statements are based on TeleTech’s expectations as of the
date of this filing and are subject to risks and uncertainties that could cause actual results to differ materially. These forward-looking
statements are subject to risks and uncertainties that may cause TeleTech’s actual results to differ materially from those expressed or implied
by such forward-looking statements, including but not limited to the following: the ability to generate cash flow from operations and be
virtually debt-free by the end of 2004; the ability to realize anticipated interest expense savings from current and ongoing debt reduction
plans; under U.S. generally accepted accounting principles revenues, expenses, and profits associated with the launch of new client
agreements may be expensed up front or deferred over the life of the client contract, and, accordingly, the profitability of these agreements
may be disproportionately skewed toward later periods; the possibility of the company’s Database Marketing and Consulting segment not
returning to historic levels of profitability; greater than anticipated competition in the customer care market, causing adverse pricing and more
stringent contractual terms; risks associated with losing or not renewing significant client relationships, or early termination of a client
agreement; the company’s ability to close new business in 2004 and fill excess capacity; consumers’ concerns or adverse publicity regarding
the products of the company’s clients; higher than anticipated start-up costs or lead times associated with new ventures or business in new
markets; execution risks associated with performance-based pricing metrics in certain client agreements;

 



 

execution risks associated with achieving targeted annualized cost reductions; the company’s ability to find cost effective locations, obtain
favorable lease terms, and build or retrofit facilities in a timely and economic manner; risks associated with attracting and retaining cost-
effective labor at the company’s customer management centers; the possibility of additional asset impairments and restructuring charges; risks
associated with weather-related events; changes in foreign currency exchange rates; economic or political changes affecting the countries in
which the company operates; changes in accounting policies and practices promulgated by standard setting bodies; and, new legislation or
government regulation that impacts the customer care industry.

Please refer to the company’s filings with the Securities and Exchange Commission, including the company’s Annual Report on Form 10-K
for the year ended 2003 and other more recent SEC filings, for a detailed discussion of factors discussed above and other important factors
that may impact the company’s business, results of operations, financial condition, and cash flows. The company assumes no obligation to
update its forward-looking statements to reflect actual results or changes in factors affecting such forward-looking statements.
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          SIGNATURE

          Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
by the undersigned hereunto duly authorized.

TeleTech Holdings, Inc.
By: /s/ Kenneth D. Tuchman

KENNETH D. TUCHMAN
Chief Executive Officer

Dated: October 4, 2004
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Exhibit 99.1

TELETECH REDUCES DEBT EARLIER THAN PLANNED BY AN ADDITIONAL $57 MILLION IN THE THIRD QUARTER
Debt Reduced by More Than $100 Million Since the Beginning of 2004

DENVER, October 4, 2004 — TeleTech Holdings, Inc. (Nasdaq: TTEC), a leading global provider of customer management and business
process outsourcing solutions, today announced that it has reduced debt by an additional $57 million during the third quarter ended
September 30, 2004. This was achieved via a combination of excess working capital and tax planning strategies, some of which are still
ongoing, that provided access to existing cash resources previously held offshore.

Since the beginning of 2004, TeleTech has reduced debt by $109 million or more than 90 percent and TeleTech expects to repay the remaining
$7 million outstanding under its revolving credit facility by the end of 2004.

As a part of the third quarter debt reduction TeleTech elected to terminate an interest rate swap agreement on September 30, 2004 that was
originally scheduled to expire in December 2006. The interest rate swap agreement related to outstanding borrowings of $38 million under
TeleTech’s revolving credit facility. While the termination of the interest rate swap agreement will result in a $2.8 million pre-tax cash charge
or approximately $.02 per diluted share in the third quarter 2004, TeleTech’s decision to pay off the $38 million in debt and terminate the
swap agreement will result in future pre-tax net interest expense savings of $4.7 million from October 2004 through December 2006.

Dennis Lacey, chief financial officer, said, “Our return to profitability in 2004 and enhanced tax planning strategies have enabled us to repay
more than $100 million in debt this year and we believe we will be virtually debt-free by the end of the year. Going forward we expect to
continue to generate cash flow from operations and this combined with our $100 million revolving credit facility provides us increased
flexibility and liquidity to finance our future growth.”

ABOUT TELETECH

TeleTech Holdings, Inc. (NASDAQ: TTEC), a leading global provider of customer management and business process outsourcing solutions,
strengthens customer relationships for its clients by providing a combination of technologies, processes, and professional services.
Headquartered in Denver, Colo., TeleTech’s worldwide capabilities are supported by more than 33,000 professionals in North America, Latin
America, Asia-Pacific, and Europe. For additional information about TeleTech Holdings, Inc., visit www.teletech.com.

FORWARD-LOOKING STATEMENTS

This press release may contain certain forward-looking statements relating to future results. The Private Securities Litigation Reform Act of
1995 provides a safe harbor for forward-looking statements. These forward-looking statements are subject to risks and uncertainties that may
cause TeleTech’s and its subsidiaries’ actual results to differ materially from those expressed or implied by such forward-looking statements,
including but not limited to the following: the ability to generate cash flow from operations and be virtually debt-free by the end of 2004; the
ability to realize anticipated interest expense savings from current and ongoing debt reduction plans; under

 



 

U.S. generally accepted accounting principles revenues, expenses, and profits associated with the launch of new client agreements may be
expensed up front or deferred over the life of the client contract, and, accordingly, the profitability of these agreements may be
disproportionately skewed toward later periods; the possibility of the company’s Database Marketing and Consulting segment not returning to
historic levels of profitability; greater than anticipated competition in the customer care market, causing adverse pricing and more stringent
contractual terms; risks associated with losing or not renewing significant client relationships, or early termination of a client agreement; the
company’s ability to close new business in 2004 and fill excess capacity; consumers’ concerns or adverse publicity regarding the products of
the company’s clients; higher than anticipated start-up costs or lead times associated with new ventures or business in new markets; execution
risks associated with performance-based pricing metrics in certain client agreements; execution risks associated with achieving targeted
annualized cost reductions; the company’s ability to find cost effective locations, obtain favorable lease terms, and build or retrofit facilities in
a timely and economic manner; risks associated with attracting and retaining cost-effective labor at the company’s customer management
centers; the possibility of additional asset impairments and restructuring charges; risks associated with weather-related events, changes in
foreign currency exchange rates; economic or political changes affecting the countries in which the company operates; changes in accounting
policies and practices promulgated by standard setting bodies; and, new legislation or government regulation that impacts the customer care
industry.

Please refer to the company’s filings with the Securities and Exchange Commission, including the company’s Annual Report on Form 10-K
for the year ended 2003 and other more recent SEC filings, for a detailed discussion of factors discussed above and other important factors
that may impact the company’s business, results of operations, financial condition, and cash flows. The company assumes no obligation to
update its forward-looking statements to reflect actual results or changes in factors affecting such forward-looking statements.
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