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incorporation or organization) Identification No.)

44 Cook Street, 4th Floor
Denver, Colorado 80206

(Address of principal executive offices) (Zip code)

(303) 262-4500

(Registrant�s telephone number, including area code)

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

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, $.01 par value New York Stock Exchange, Inc.

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

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes o  No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.  Yes o  No x

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 o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit

and post such files).  Yes x  No o

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

Form 10-K. o

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

Large accelerated filer o Accelerated filer o

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

Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes o  No x

As of February 15, 2012, 15,267,407 shares of common stock were outstanding. The aggregate market value of common stock held by non-affiliates of the
registrant on June 30, 2011 was $38.3 million, based upon the closing price of the registrant�s common stock as quoted on the New York Stock Exchange
composite tape on such date. Shares of common stock held by each executive officer and director and by certain persons who owned more than 5% of the
outstanding common stock as of such date who likely are affiliates have been excluded, as such persons may be deemed to be affiliates. This determination of
affiliate status is not necessarily a conclusive determination for other purposes.

DOCUMENTS INCORPORATED BY REFERENCE

Part III incorporates certain information by reference from the registrant�s proxy statement to be delivered in connection with its 2012 annual meeting of
stockholders.  With the exception of certain portions of the proxy statement specifically incorporated herein by reference, the proxy statement is not deemed to be
filed as part of this Form 10-K.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1934, as amended, including the following:

• certain statements, including possible or assumed future results of operations, in �Management�s Discussion and Analysis of Financial
Condition and Results of Operations�;

• any statements contained herein regarding the prospects for our business or any of our services;

• any statements preceded by, followed by or that include the words �may�, �will�, �should�, �seeks�, �believes�, �expects�, �anticipates�, �intends�,
�continue�, �estimate�, �plans�, �future�, �targets�, �predicts�, �budgeted�, �projections�, �outlooks�, �attempts�, �is scheduled�, or similar expressions; and

• other statements contained herein regarding matters that are not historical facts.

Our business and results of operations are subject to risks and uncertainties, many of which are beyond our ability to control or predict. Because
of these risks and uncertainties, actual results may differ materially from those expressed or implied by forward-looking statements, and
investors are cautioned not to place undue reliance on such statements.  All forward-looking statements herein speak only as of the date hereof,
and we undertake no obligation to update any such forward-looking statements. Important factors that could cause actual results to differ
materially from our expectations and may adversely affect our business and results of operations include, but are not limited to those items set
forth in Item 1A. �Risk Factors� appearing in this Form 10-K.

Unless otherwise noted in this report, any description of �us� or �we� refers to StarTek, Inc. and our subsidiaries.  Financial information in this report
is presented in U.S. dollars.

Part I

ITEM 1. BUSINESS

BUSINESS OVERVIEW

StarTek, Inc. is a global provider of business process outsourcing services with over 9,000 employees, whom we refer to as Brand Warriors, that
have been committed to making a positive impact on our clients� business results for 25 years.  Our company mission is to enable and empower
our Brand Warriors to fight for our clients� brands every day to bring value to our stakeholders. We accomplish this by aligning with our clients�
business objectives resulting in a trusted partnership.  The StarTek Advantage is the sum total of our culture, customized solutions and processes
that enhance our clients� customer experience.  StarTek Advantage is focused on improving customer experience and reducing total cost of
ownership for our clients.  StarTek has proven results for the multiple services we provide including sales, order management and provisioning,
customer care, technical support, receivables management, and retention programs.  We manage programs using a variety of multi-channel
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customer interaction capabilities including voice, chat, email, IVR and back-office support.  StarTek has delivery centers in the U.S.,
Philippines, Canada, Costa Rica, Honduras and through its StarTek@Home workforce.

We operate our business within three reportable segments, based on the geographic regions in which our services are rendered: (1) the U.S., (2)
Canada and (3) Offshore.  As of December 31, 2011, our U.S. segment included the operations of eight facilities in the U.S.; our Canada
segment included the operations of two facilities in Canada; and our offshore segment included the operations of two facilities in the Philippines,
one in Costa Rica and one in Honduras.  Financial information for each of our reportable segments for the last three fiscal years is included in
Note 15, �Segment Information,� to our Consolidated Financial Statements, which are included at Item 8. �Financial Statements and Supplementary
Financial Data,� of this Form 10-K.

Service Offerings

We provide customer experience management throughout the life cycle of our clients� customers.  These service offerings include customer care,
sales support, inbound sales, complex order processing, accounts receivable management, technical and product support, up-sell and cross-sell
opportunities and other industry-specific processes.  Our ability to provide these services is enabled by leveraging technology, agent
performance tools, analytics, self service applications and various other technologies utilized to enable and empower our Brand Warriors.

2
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Technical and Product Support. Our technical and product support service offering provides our clients� customers with high-end technical
support services by telephone, e-mail, chat, facsimile and the internet, 24 hours per day, seven days per week. Technical support inquiries are
generally driven by a customer�s purchase and use of a product or service, or by a customer�s need for ongoing technical assistance.

Sales Support. Through our sales support service, we strive to increase the revenue generation of our clients by receiving and closing sales on
inbound sales inquiries as well as through cross-selling and up-selling our clients� products to their customers.  We have the ability to increase
customer purchasing levels, implement product promotion programs, introduce our clients� customers to new products and enhanced service
offerings, secure and process additional customer orders and contract renewal programs and handle inquiries related to product shipments and
billing.

Provisioning and Complex Order Processing.  Our complex order processing services provide our clients with large scale project management
and direct relationship management for our clients� large enterprise customers.  This service includes order management and technical sales
support for high-end communications services, such as wire-line, wireless, data and customer premise equipment. In addition, we process order
fallout from our clients� automated systems, complete billing review and revenue recovery, and perform quality assurance.  We also provide
services for our clients direct to consumer order processing and transfer of accounts between client service providers.  Our services enable a
client to provide large scale project management and customer relations services to their customers in a more efficient and cost effective way.

Receivables Management.  We provide billing, credit card support and first party collections through our receivables management services. 
These services allow our clients to reduce the risk of nonpayment by automatically transferring the calls made by delinquent customers to us, at
which point our representatives encourage the customers to pay their bill in order to continue to receive service. Customers may bring their bill
current through credit or debit card payments, electronic checks or money orders. This service allows us to help our clients reduce their number
of days sales outstanding and bad debt write-offs.

Other.  We provide other industry-specific processes including technical support, phone number portability and directory management.  We
provide number portability services - when our clients� customers wish to keep their phone number when changing service providers.  Our phone
number portability services, which include both automated and live agent interaction, facilitate pre-port validation, data collection, automatic
processing of port-out/in requests, direct and automated interface with the service order activation platform, fallout management tool and port
request tracking and archiving.  We also provide 411 directory listing management services.  In addition, our Solutions Team engages with
clients to execute their specific goals and anticipate the needs of their customers.  As a part of the Startek Advantage, the Solutions Team is
involved from the earliest stages of the life cycle of our client engagements through ongoing operations in order to find the right fit for existing
StarTek tools and emerging technologies.

CUSTOMER TRENDS

We have observed a few emerging trends in client requirements of our industry.  Our clients are increasingly focused on:  (1) improving client
satisfaction and retention; (2) improving the customer experience; (3) increasing up-sell and cross-sell opportunities; and (4) reducing total
overall cost of ownership.  We deliver  a high level of customer satisfaction, as evidenced by our clients� customer service awards and our clients�
ranking of StarTek relative to other outsourced partners.  We have demonstrated to our clients our success in increasing revenue per subscriber 
by the results of our up-sell and cross-sell methodologies during customer interactions.  Our clients value a combination of on-shore, near-shore,
offshore and home agent delivery platforms to optimize their customer support costs.  In response to the demand for offshore solutions, we
opened our first facility in the Philippines in 2008, and a second facility in 2010.  In response to this demand for near-shore solutions, we opened
a new facility in Costa Rica in 2010 and in Honduras in 2011, which will enable us to provide a near-shore solution, as well as Spanish speaking
capabilities.  Given this demand, we plan to continue to grow the number of offshore and near-shore agents.
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We have also observed that our clients are demanding a decrease in the number of contacts it takes for their customers to enjoy their products or
services.  Process improvement has also driven further efficiencies for resolution of those contact issues. We are committed to delivering
solutions through which we partner with our clients to achieve and deliver these efficiency gains.  We believe we are positioned to benefit from
this trend as we have developed a comprehensive suite of services which drive continuous improvement on front and back-office transactions.

3
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KEY COMPETITIVE DIFFERENTIATORS

StarTek Advantage

The sum total of the StarTek culture, the StarTek Operating Platform, customized solutions for every client program and our continuous
improvement process is our StarTek Advantage.  StarTek Advantage empowers and enables our leaders to deliver consistent execution of
operational results while driving year over year improvement for our clients� critical business requirements.

StarTek�s culture is built on trust and servant leadership. Servant leadership puts the employees first and leads with a focus on solving problems
and promoting personal development.   We are a gathering of like minded professionals determined to make a positive impact for our
employees, our clients and our stakeholders.  We work to remove noise, challenge the status quo, move with urgency, be creative, drive
improvement, win and have fun.

StarTek Operating Platform provides the expertise, best practices and thought leadership to move our clients� programs toward specific,
measurable goals.  It includes execution and innovation in every area of the support process from onboarding our employees, enabling our
employees, executing against goals, evaluating performance, improving performance and enhancing our client�s business.

StarTek Solutions is a targeted solution leveraging what we have now, what we have learned from experience across a breadth of clients and
industries and what we hear and understand from our client�s goals.  We will deliver the right people with the right leadership enabled by the
right technology and empowered by the right tools to make a meaningful impact to our clients� business.

We offer a variety of customer management solutions that provide front to back-office capabilities utilizing the right delivery platform including
onshore, near shore, offshore, and StarTek@Home sourcing alternatives. We also offer multi-channel interactions across voice, chat, email, and
IVR channels.  We believe that we are differentiated by our client centric culture, quality of our execution and results, our flexibility and
competitive pricing.

Flexibility

Our solution configuration is aligned with our clients� unique requirements.  We are flexible in designing solutions around our clients� strategic
goals, and we provide experienced management teams that bring together a trained, productive workforce, equipped with the right tools and
technology. 

Consistent Performance
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Performance is core to the StarTek Operating Platform.  Our clients expect consistent performance against the fundamentals of the business no
matter the location or method of the service delivery.  The operating platform sets the stage for us to drive continuous improvement and focus on
the value-add aspects of our clients� business.

Cost Competitive

We are confident in our ability to be cost competitive in our solutions for our clients� needs. Through clearly understanding their needs and
striving to reach goal congruency we can assure that our collective financial goals are aligned in the most efficient way.

STRATEGY

Successful outsourcing partnerships strike a balance by delivering our clients a better customer experience through an efficient support model
while generating a fair return for our stakeholders.  Therefore, our mission is simple.  We enable and empower our Brand Warriors to fight for
our clients� brands every day in order to return value to our stakeholders. Our employees and customer service agents are called Brand Warriors
because they are on the front lines protecting and promoting our clients� brand, which creates loyalty for our clients� products and services.  Our
clients� business objectives become our business objectives, as we seek to become their trusted outsourcing partner.  Every day, we strive to
better understand our clients� market and competitive challenges so that we can play a more effective role as a trusted partner in their businesses. 
We seek to build customer loyalty and reduce our customers� costs through specific actionable continuous improvement efforts.  Management
believes that empowering and enabling our Brand Warriors is the most important way we can deliver the best possible consistent customer
experience.  StarTek�s leadership team is committed to driving year over year continuous improvement for our clients� businesses not only in
customer experience but in total cost of ownership.

4
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We seek to become a market leader in providing meaningful impact BPO services to our clients. Our approach is to develop relationships with
our clients that are partnering and collaborative in nature where we are focused, flexible and responsive to their business needs.  In addition, we
offer creative industry-based solutions to meet our clients� ever changing business needs.  The end result is the delivery of a quality customer
experience to our client�s customers. To become a leader in the market, our strategy is to:

• grow our existing client base by deepening and broadening our relationships,

• add new clients and continue to diversify our client base,

• improve the profitability of our business through operational improvements, increased utilization and right-sizing our North
American operation,

• expand our global delivery platform to meet our client needs, and

• broaden our service offerings by providing more innovative and technology-enabled solutions.

During 2011, we further expanded our near-shore delivery platform by opening our first facility in Honduras.  Management believes that the
labor market in Honduras is strong and our position as an early entrant into this country provides us a competitive advantage to win business
with new and existing customers.  During 2011, we also continued to grow our headcount in the Philippines, where we added over 1,100  new
full-time equivalent agents.  We believe that diversifying our geographic platform by expanding offshore and near-shore will result in improved
margins and position us for future growth.  In 2011, we decreased our North American footprint by closing one facility in the U.S. early in the
year and one Canadian facility in the third quarter of 2011.  The decision to close these facilities was due to lower client volumes, and an effort
to improve utilization at our centers, thus driving efficiencies and improved margins.  We will continue to evaluate the profitability of our North
American locations.  In 2011, we made progress on our strategic objective to add new clients by signing eight new contracts.  We also built-out
StarTek Advantage which builds upon the development of the StarTek operating platform in order to drive efficiencies in our operation, execute
on our core offerings and deliver customized processes and solutions to our clients.

HISTORY OF THE BUSINESS

StarTek was founded in 1987.  At that time, our business was centered on supply chain management services, which included packaging,
fulfillment, marketing support and logistics services.  After our initial public offering on June 19, 1997, we began operating contact center
services, which primarily focused on customer care, and grew to include our current suite of offerings as described in the �Business Overview�
section of this Form 10-K.

While our business is not generally seasonal, it does fluctuate quarterly based on our clients� product offerings as well as their customer
interaction volume.  See Item 1A. �Risk Factors,� for a more complete description of the seasonality of our business.

INDUSTRY

Edgar Filing: STARTEK INC - Form 10-K

10



Outsourcing of non-core activities, such as those we provide, offers companies the ability to focus on their core competencies, leverage
economies of scale and control variable costs of the business while accessing new technology and trained expert personnel.  As the business
environment continues to evolve, it has become more difficult and expensive for some companies to maintain the necessary personnel and
product capabilities in-house to provide business process services on a cost-effective basis. Accordingly, we anticipate that outsourced customer
care services will grow significantly in the coming years.  In general, we believe that industries having higher levels of customer contact and
service volume, such as the communications industry, tend to be more likely to seek outsourced services as a more efficient method for
managing their technical support and customer care functions. We believe that outsourced service providers, including ourselves, will continue
to benefit from these outsourcing trends.

COMPETITION

We compete with a number of companies that provide similar services on an outsourced basis, including technical support and customer care
companies such as Teleperformance; Convergys Corporation; Transcom; NCO Group; Aegis PeopleSupport; Sitel Corporation; Sykes
Enterprises, Incorporated; TeleTech Holdings, Inc., Stream Global Services, Inc. and West Corporation.  We compete with the aforementioned
companies for new business and for the expansion of existing business within the clients we currently serve.  Many of these competitors are
significantly larger than us in revenue, income, number of contact centers and customer agents, number of product offerings, and market
capitalization.  We believe that while smaller than many of our competitors, we are able to compete because of our focus and scale as well as
proven performance to add value to our clients.  We believe our success is contingent more on our targeted service offering and performance
delivery to our clients than our overall size.  Several of our competitors merged during the last three years, which increased the size and reach of
those competitors, which may affect our competitive position.  There are also many private equity backed companies actively pursuing sale so
further consolidation in the industry is expected.  However, we believe there are integration challenges involved in consolidations, which may
provide us an opportunity to deliver superior customer service to our clients.  Some competitors may offer a broader range of services than we
do, which may result in clients and potential clients consolidating their use of outsourced services with larger competitors, rather than using our
services.  Therefore, part of our strategy is to expand our service offerings by increasing our presence offshore, near-shore and with
StarTek@Home agents to enhance our competitive advantage.  We primarily compete with the aforementioned companies on the basis of price
and quality.  As such, our strategy continues to be to execute on

5
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our clients� quality metrics and rank among the top of all of their outsourced vendors, while continuing to be a cost effective solution.  We view
our competitive advantage as being a large enough company to offer the breadth of service offerings that are often requested by our clients while
being agile enough to quickly respond to our clients� needs.

CLIENTS

As mentioned previously, we seek to become the expert provider of outsourced customer care and related services for the communications
industry and believe that we possess expertise in servicing clients within that industry.  Accordingly, more than 95% of our revenue is derived
from customers within that industry.  Our two largest customers, AT&T Inc. (�AT&T�) and T-Mobile USA, Inc. (�T-Mobile�) (a subsidiary of
Deutsche Telekom), account for a significant percentage of our revenue. While we believe that we have good relationships with these clients, a
loss of a large program from one of these clients, a significant reduction in the amount of business we receive from a principal client,
renegotiation of pricing on several programs simultaneously for one of these clients, the delay or termination of a principal clients� product
launch or service offering, or the complete loss of one or more of these principal clients would adversely affect our business and our results of
operations (see Item 1A. �Risk Factors�).  The following table represents revenue concentration of our principal clients:

Year Ended December 31,
2011 2010 2009

AT&T Services, Inc. and AT&T Mobility, LLC, subsidiaries of AT&T, Inc. 57.9% 66.2% 63.6%
T-Mobile USA, Inc., a subsidiary of Deutsche Telekom 19.9% 18.1% 21.5%

The loss of a principal client, a material reduction in the amount of business we receive from a principal client, renegotiation of price by a
principal client, or the loss, delay or termination of a principal client�s product launch or service offering would adversely affect our business,
revenue and operating results. We may not be able to retain our principal clients or, if we were to lose any of our principal clients, we may not
be able to timely replace the revenue generated by the lost clients. Loss of a principal client could result from many factors, including
consolidation or economic downturns in our clients� industries, as discussed further below.

Our work for AT&T is covered by several contracts for a variety of different lines of AT&T business.  Some of these contracts expire in 2012
and others in 2014.  The initial term of our master services agreement covering all AT&T work expired in January 2010, was extended to July 1,
2011 and was further extended to July 1, 2012.  On July 28, 2011, we entered into a new master services agreement (the �MSA�) with T-Mobile
which covers all services that we provide to T-Mobile.  The MSA replaces the previous master services agreement dated October 1, 2007 and
has an initial term of five years but may be terminated by T-Mobile upon 90 days written notice.  The agreement is effective July 1, 2011 with
an initial term of five years and will automatically renew for additional one-year periods thereafter.

GOVERNMENT AND ENVIRONMENTAL REGULATION

We are subject to numerous federal, state, and local laws in the states and territories in which we operate, including tax, environmental and other
laws that govern the way we conduct our business.  There are risks inherent in conducting business internationally, including significant changes
in domestic government programs, policies, regulatory requirements, and taxation with respect to foreign operations, potentially longer working
capital cycles, unexpected changes in foreign government programs, policies, regulatory requirements and labor laws, and difficulties in staffing
and effectively managing foreign operations.
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EMPLOYEES AND TRAINING

Our success in recruiting, hiring, training, and retaining large numbers of full and part-time skilled employees, and obtaining large numbers of
hourly employees during peak periods is critical to our ability to provide high quality outsourced services.  We compete for labor with firms
offering similar paying jobs in the communities in which we are located, which includes other contact centers.  During the past several years, we
experienced difficulties hiring and retaining agents as we faced economic pressures in and around certain of our site locations.  Refer to Item 1A.
�Risk Factors� for further discussion of risks surrounding our ability to recruit and retain personnel.

6
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As of December 31, 2011, we employed approximately 9,100 employees. We believe the demographics surrounding our facilities, and our
reputation, stability, and compensation plans should allow us to continue to attract and retain qualified employees. None of our employees were
members of a labor union or were covered by a collective bargaining agreement during 2011.

CORPORATE INFORMATION

We were founded in 1987 and on June 19, 1997, we completed an initial public offering of our common stock.  We conduct our business
through our wholly owned operating subsidiaries, StarTek USA, Inc., StarTek Canada Services, Ltd, StarTek International, Limited, StarTek
Honduras, SAdeCV and StarTek Philippines, Inc.  We are a Delaware corporation headquartered in Denver, Colorado. Our principal executive
offices are located at 44 Cook Street, 4th Floor, Denver, Colorado 80206. Our telephone number is (303) 262-4500. Our website address is
www.startek.com.  Our stock currently trades on the New York Stock Exchange under the symbol SRT.

WEB SITE AVAILABILITY OF REPORTS

Copies of our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports
filed or furnished pursuant to Section 13(a) and 15(d) of the Securities Exchange Act of 1934 (the �Exchange Act�) are available free of charge
through our web site (www.startek.com) as soon as practicable after we furnish it to the Securities and Exchange Commission (�SEC�). We also
make available on the �Investor Relations� page of our corporate website, the charters for the Compensation Committee, Audit Committee and
Governance and Nominating Committee of our Board of Directors, as well as our Corporate Governance Guidelines and our Code of Ethics and
Business Conduct.

None of the information on our website or any other website identified herein is part of this report. All website addresses in this report are
intended to be inactive textual references only.

ITEM 1A.  RISK FACTORS

Although our concentration with our largest clients has been reduced, over 75% of our revenue in 2011, 2010 and 2009, has been received
from our two largest clients. The loss or reduction in business from any of these clients would adversely affect our business and results of
operations.

The following table represents revenue concentration of our principal clients:

Year Ended December 31,
2011 2010 2009

AT&T Services, Inc. and AT&T Mobility, LLC, subsidiaries of AT&T, Inc. 57.9% 66.2% 63.6%
T-Mobile USA, Inc., a subsidiary of Deutsche Telekom 19.9% 18.1% 21.5%
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We may not be able to retain our principal clients. If we were to lose any of our principal clients, we may not be able to timely replace the
revenue generated by them. Loss of a principal client could result from many factors, including consolidation or economic downturns in our
clients� industries, as discussed further below. In the first quarter of 2012, we received notice from one of our largest clients of a significant
reduction in volume.

Refer to �Clients�  in Item 1. for further discussion of our client contracts.

The future revenue we generate from our principal clients may decline or grow at a slower rate than expected or than it has in the past. In the
event we lose any of our principal clients or do not receive call volumes anticipated from these clients, we may suffer from the costs of
underutilized capacity because of our inability to eliminate all of the costs associated with conducting business with that client, which could
exacerbate the effect that the loss of a principal client would have on our operating results and financial condition.  For example, there are no
guarantees of volume under the current contract with AT&T.  In addition, the current contract with AT&T provides for a tiered incentive pricing
structure that provides for lower pricing at higher volumes. Additional productivity gains could be necessary to offset the negative impact that
lower per-minute revenue at higher volume levels would have on our margins in future periods.

7
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Our client base is concentrated in the communications industry, which has recently experienced consolidation trends.  As our clients�
businesses change as a result of merger and acquisition activity, there is no guarantee that the newly formed companies will continue to use
our services.

Consolidation in the communications industry may decrease the potential number of buyers for our services. Likewise, there is no guarantee that
the acquirer of one of our clients will continue to use our services after the consolidation is completed.  We are particularly vulnerable on this
issue given the relatively few significant clients we currently serve and the concentration of these clients in the telecommunications industry. For
example, in late 2006, our client, AT&T, acquired another of our clients, Cingular Wireless, LLC (now, AT&T Mobility, LLC), thereby further
concentrating our revenue base.  There can be no assurance that our principal clients will continue to use our services in the future.  If we lose
principal clients or our service volumes decrease as a result of principal clients being acquired, our business, financial condition and results of
operations would be adversely affected.  We expect to negotiate renewals of our contracts in due course; however, if any of such contracts or any
order under such a contract is not ultimately renewed, it would have a material adverse effect on our results of operations and financial
condition.

Our client base is concentrated in the communications industry and our strategy partially depends on a trend of communications companies
continuing to outsource non-core services. If the communications industry suffers a downturn or the trend toward outsourcing reverses, our
business will suffer.

Our current clients are almost exclusively communications companies, which include companies in the wire-line, wireless, cable and broadband
lines of business.  Over 95% of our revenue in 2009, 2010 and 2011 was concentrated in the telecommunications industry.  During 2011 and
2010, we experienced lower call volumes from our customers in the wire-line and wireless businesses which adversely affected our results. 
Currently, our business is largely dependent on continued demand for our services from clients in this industry and on trends in this industry to
purchase outsourced services. The recent economic instability has weakened the demand for the products and services offered by our clients in
the telecommunications sector and could continue to affect this demand in the future which would consequently weaken the demand for our
services.  The weakened demand for our clients� products and services could also cause a slowdown or reversal of the trend in the
telecommunications industry to outsource the services we provide.  These factors could adversely affect our business, results of operations,
growth prospects, and financial condition in the future.

We face considerable pricing pressure in our business, and if we are not able to continually increase productivity, our gross margins and
results of operations may be adversely affected.

Our strategy depends in part on our ability to increase productivity.  We face significant price pressure arising from our clients� desire to decrease
their operating costs, and from other competitors operating in our targeted markets. Price pressure may be more pronounced during periods of
economic uncertainty. In addition, our contract with our largest customer currently contains a tiered pricing structure, under which pricing
declines as service volumes increase, creating increased pricing pressures in future years. Accordingly, our ability to maintain our operating
margins depends on our ability to improve productivity and reduce operating costs. If we are not able to achieve sufficient improvements in
productivity to adequately compensate for potential price decreases, our results of operations may be adversely affected.

Our operating results may be adversely affected if we are unable to maximize our facility capacity utilization.

Edgar Filing: STARTEK INC - Form 10-K

16



Our profitability is influenced by our facility capacity utilization. The majority of our business involves technical support and customer care
services initiated by our clients� customers, and as a result, our capacity utilization varies, and demands on our capacity are, to some degree,
beyond our control. We have experienced, and in the future may experience periods of idle capacity from opening new facilities where
forecasted volume levels do not materialize. In addition, we have experienced, and in the future may experience idle peak period capacity when
we open a new facility or terminate or complete a large client program. These periods of idle capacity may be exacerbated if we expand our
facilities or open new facilities in anticipation of new client business because we generally do not have the ability to require a client to enter into
a long-term contract or to require clients to reimburse us for capacity expansion costs if they terminate their relationship with us or do not
provide us with anticipated service volumes. From time to time, we assess the expected long-term capacity utilization of our facilities.
Accordingly, we may, if deemed necessary, consolidate or close under-performing facilities in order to maintain or improve targeted utilization
and margins.

In 2011, we determined it was necessary to close our facility in Alexandria, Louisiana and one of our Kingston, Ontario facilities.  In addition,
we downsized business in our Cornwall, Ontario facility and negotiated our lease for a smaller space.  During 2011,
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we also announced the closure of our facility in Collinsville, Virginia during the first quarter of 2012.  In 2012, the decision was made to
consolidate the business performed in Enid, Oklahoma into another U.S. facility and also in 2012, we received a customer notification of an
intent to reduce its business in our Decatur, Illinois and Jonesboro, Arkansas facilities and we are actively trying to sell this capacity to other
current and potential clients.  During 2011, we recognized $5.5 million in impairment losses and restructuring charges related to facility closures
and assets whereby the carrying value did not support future cash flows.  We may incur further impairment losses and restructuring charges
during 2012 related to our planned closures.  There can be no assurance that we will be able to achieve or maintain optimal facility capacity
utilization.  In 2011, we expanded our capacity to include a new facility in Honduras.  In addition, the two facilities opened in 2010 in Costa
Rica and the Philippines continue to ramp and as of December 31, 2011 have not yet reached full capacity.  While the call volumes associated
with these facilities ramped during 2011, we experienced excess capacity and incurred additional costs as we worked towards bringing these
facilities to normal operational levels.  If client demand declines due to economic conditions or otherwise, we would not leverage our fixed costs
as effectively, which would have a material adverse effect on our results of operations and financial condition.

We generate revenue based on the demand for, and inquiries generated by, our clients� products and services. If our clients� products and
services are not successful or do not generate the anticipated call volumes, our revenue and results of operations will be adversely affected.

In substantially all of our client relationships, we generate revenue based on the amount of products and services demanded by our clients�
customers.  The amount of our revenue also depends on the number and duration of customer inquiries.  Consequently, the amount of revenue
generated from any particular client is dependent upon consumers� interest in and use of that client�s products or services.  In addition, if the
reliability of our clients� products or services increases as a result of technological improvements, the volume of calls that we service may be
reduced.  If customer interest in or increased reliability of any products or services offered by our clients and for which we provide outsourced
services result in reduced service volumes, our revenue would be diminished.  We utilize forecasts made by our clients based on demand from
their customers.  If the actual call volumes are materially lower than the forecasted volumes, our financial results could be adversely affected.

Our existing and potential clients are currently decreasing the number of vendors they are using to outsource their business process
services.  If we lose more business than we gain as a result of this vendor consolidation, our business and results of operations will be
adversely affected.

Our existing clients and a number of clients we are currently targeting have been decreasing the number of firms they rely on to outsource their
business process outsourced services. We believe these clients are taking this action in order to increase accountability and decrease their costs,
and under current economic conditions, there is an increased risk that our clients will outsource their business process services to even fewer
firms to reduce costs further. If this consolidation results in us losing one or more of our clients, our business and results of operations will be
adversely affected. In addition, this consolidation could make it more difficult for us to secure new clients, which could limit our growth
opportunities.

If we experience an interruption to our business, our results of operations may suffer.

Our operations depend on our ability to protect our facilities, computer equipment, telecommunications equipment, software systems and clients�
products and confidential client information against damage from telecommunications interruption, power loss, fire, natural disaster, theft,
unauthorized intrusion, computer viruses, internet interruption, e-commerce interruption, bomb threats, terrorist attacks, cyber attacks and other
emergencies. Our locations in the Philippines are exposed to a higher risk of weather related interruptions (including typhoon, flood and
hurricane) than our North American operations.  We maintain procedures and contingency plans to minimize the detrimental impact of adverse
events, but if such an event occurs, our procedures and plans may not be successful in protecting us from losses or interruptions. In the event we
experience temporary or permanent interruptions or other emergencies at one or more of our facilities, our business could suffer and we may be
required to pay contractual damages to our clients or allow our clients to terminate or renegotiate their arrangements with us. Although we
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maintain property and business interruption insurance, as well as cyber liability insurance, such insurance may not adequately or timely
compensate us for all losses we may incur. Further, our telecommunication systems and networks and our ability to timely and consistently
access and use telephone, internet, e-commerce, e-mail, facsimile connections and other forms of communication are substantially dependent
upon telephone companies, internet service providers, and various telecommunication infrastructures. If such communications are interrupted on
a short- or long-term basis, our services would be similarly interrupted and delayed.
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Our operations in Canada, the Philippines, Costa Rica and Honduras subject us to the risk of currency exchange fluctuations.

Because we conduct a material portion of our business outside the United States, in Canada, the Philippines, Costa Rica and Honduras, we are
exposed to market risk from changes in the value of the Canadian dollar, Philippine peso, Costa Rican colon and the Honduran lempira. 
Material fluctuations in exchange rates impact our results through translation and consolidation of the financial results of our foreign operations
and, therefore, may negatively impact our results of operations and financial condition. We have contracts wherein the revenue we earn is
denominated in U.S. dollars, but the costs we incur to fulfill our obligations under those contracts are denominated in Canadian dollars,
Philippine pesos and, to a lesser extent, the Costa Rican colon and Honduran lempira.  Therefore, the fluctuations in the U.S. dollar to the
Canadian dollar, Philippine peso, Costa Rican colon or Honduran lempira exchange rates can cause significant fluctuations in our results of
operations.  During 2011, we engaged in hedging activities relating to our exposure to such fluctuations in the value of the Canadian dollar
versus the U.S. dollar and the Philippine peso versus the U.S. dollar.  During 2011, we did not enter into hedging agreements for the Costa Rican
colon or Honduran lempira.  We may participate in hedging activities in the future relating to the Canadian dollar, Philippine peso, Costa Rican
colon and Honduran lempira. However, currency hedges do not and will not eliminate our exposure to fluctuations in the currencies.  In the past
few years, there have been large fluctuations in the value of the U.S. dollar against the value of the Canadian dollar.  If the U.S. dollar weakens
against the value of the Canadian dollar, it would increase our costs and adversely affect our results from operations.  Likewise, increases in the
value of the Philippine peso, Costa Rican colon or Honduran lempira, or currencies in other foreign markets in which we may operate in relation
to the value of the U.S. dollar would further increase our costs and adversely affect our results of operations.

Our contracts generally do not contain minimum purchase requirements and can generally be terminated by our customers on short notice
without penalty.

We enter into written agreements with each client for our services. We seek to sign multi-year contracts with our clients.  However these
contracts generally permit termination upon 30 to 90 days notice by our clients, they do not designate us as our clients� exclusive outsourced
services provider, we do not penalize our clients for early termination, they hold us responsible for work performed that does not meet
pre-defined specifications and they do not contain minimum purchase requirements or volume commitments. Accordingly, we face the risk that
our clients may cancel or renegotiate contracts we have with them, which may adversely affect our results.  In addition, some contracts with our
two largest clients either expire in 2012 or are currently under negotiation for renewal, and we cannot guarantee that they will be extended or
renewed.  If a principal client cancelled or did not renew their contract with us, our results would suffer. In addition, because the amount of
revenue generated from any particular client is generally dependent on the volume and activity of our clients� customers, as described above, our
business depends in part on the success of our clients� products. The number of customers who are attracted to the products of our clients may not
be sufficient or our clients may not continue to develop new products that will require our services, in which case it may be more likely for our
clients to terminate their contracts with us. Moreover, clients who may not terminate their contacts with us without cause could generally reduce
the volume of services they outsource to us which would have an adverse effect on our revenue, results of operations and overall financial
condition.

If we are not able to hire and retain qualified employees, our ability to service our existing customers and retain new customers will be
adversely affected.

Our success is largely dependent on our ability to recruit, hire, train, and retain qualified employees. Our business is labor intensive and, as is
typical for our industry, continues to experience high personnel turnover. Our operations, especially our technical support and customer care
services, generally require specially trained employees. During 2011, we continued to experience a high rate of employee turnover, which, in
turn, requires significant recruiting and training costs. Such turnover adversely affects our operating efficiency, productivity and ability to fully
respond to client demand, thereby adversely impacting our operating results.  Some of this turnover can be attributed to the fact that we compete
for labor not only with other call centers but also with other similar-paying jobs, including retail, oil and gas industry labor, food service, etc.  As
such, improvements in the local economies in which we operate can adversely affect our ability to recruit agents in those locations.  Further
increases in employee turnover or failure to effectively address and remedy these high attrition rates would have an adverse effect on our results
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of operations and financial condition.

The addition of new clients or implementation of new projects for existing clients may require us to recruit, hire, and train personnel at
accelerated rates. We may not be able to successfully recruit, hire, train, and retain sufficient qualified personnel to adequately staff for existing
business or future growth, particularly if we undertake new client relationships in industries in which we have not previously provided services.
Because a substantial portion of our operating expenses consists of labor-related costs,
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labor shortages or increases in wages (including minimum wages as mandated by the U.S. and Canadian federal governments, employee benefit
costs, employment tax rates, and other labor related expenses) could cause our business, operating profits, and financial condition to suffer. In
the past, some of our Canadian employees have attempted to organize a labor union and economic and legislative changes in the U.S. may
encourage organizing efforts in the future which, if successful, could further increase our recruiting and training costs and could decrease our
operating efficiency and productivity.

We may need to develop new products or services in order to compete for new customers or retain our existing customers.

If we are not able to develop new products or services, we may not be able to provide the same level of service provided by our competitors,
which could result in the loss of an existing client or being unable to generate new clients.  If we are not able to develop new products and
services, we could lose market share or not be able to grow our business and diversify our revenue base and thereby reduce our reliance on our
significant customers.

Failure to implement technological advancements could make our services less competitive.

Technologies that our clients or competitors already possess or may in the future develop or acquire may decrease the cost or increase the
efficiency of competing services. We believe that to remain competitive, we must continue to invest in technology to be able to compete for new
business and maintain service levels for clients. We may not be able to develop and market any new services that use, or effectively compete
with, existing or future technologies, and such services may not be commercially successful. Furthermore, our competitors may have greater
resources to devote to research and development than we do and accordingly, may have the ability to develop and market new technologies with
which we are unable to successfully compete.

Our operating costs may increase as a result of higher labor costs.

During the past economic downturns, we, like a number of companies in our industry, sought to limit our labor costs by limiting salary increases
and payment of cash bonuses to our employees. During 2011, the local economies in some of the locations in which we operate experienced
growth, which caused us to increase labor rates to remain competitive within the local economies. If these growth trends continue, we may need
to further increase salaries or otherwise compensate our employees at higher levels in order to remain competitive.  Effective July 2009, the U.S.
federal minimum wage rate was increased.  The minimum wage applicable to most of our operations in Canada is rising even more dramatically
than in the U.S.  Higher salaries or other forms of compensation are likely to increase our cost of operations. If such increases are not offset by
increased revenue, they will negatively impact our financial results. Conversely, if labor rates decrease due to higher unemployment in the
current economic downturn, our cost of operations may decrease.  In the past, some of our Canadian employees have attempted to organize a
labor union, and economic and legislative changes in the U.S. may encourage organizing efforts in the future which, if successful, could further
increase our recruiting and training costs and could decrease our operating efficiency and productivity.

Our lack of a wide geographic diversity outside of North America may adversely affect our ability to serve existing customers or limit our
ability to obtain new customers.
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Although we currently conduct operations in Canada, the Philippines, Costa Rica and Honduras, we do not have a wide geographic diversity.
Our lack of such diversity could adversely affect our business if one or more of our customers decide to move their existing business process
outsourcing services offshore. It may also limit our ability to gain new clients who may require business process service providers to have this
greater flexibility across differing geographies.

The movement of business process outsourcing services to other countries has been extensively reported in the press. Most analysts continue to
believe that many outsourced services will continue to migrate to other countries with lower wages than those prevailing in the U.S.
Accordingly, unless and until we continue to develop significant geographic diversity, we may be competitively disadvantaged compared to a
number of our competitors who have already devoted significant time and money to establishing extensive offshore operations.

If we decide to open facilities in, or otherwise expand into, additional countries, we may not be able to successfully establish operations in the
markets that we target.  There are certain risks inherent in conducting business in other countries including, but not limited to, exposure to
currency fluctuations, difficulties in complying with foreign laws, unexpected changes in government programs, policies, regulatory
requirements and labor laws, difficulties in staffing and managing foreign operations, political instability, and potentially adverse tax
consequences.  There can be no assurance that one or more of such factors will not have a material adverse effect on our business, growth
prospects, results of operations, and financial condition.
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