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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

   
FORM 10-Q

   

ý Quarter ly Report pursuant to Section 13 or 15(d) of the Secur ities Exchange Act of 1934

 For the quar ter ly per iod ended September  30, 2018

¨ Transition Report pursuant to Section 13 or  15(d) of the Secur ities Exchange Act of 1934

 For the transition period from                      to                     

Commission Fi le Number  0-24429

   

 COGNIZANT TECHNOLOGY SOLUTIONS CORPORATION
(Exact Name of Registr ant as Specif ied in Its Charter )

   

Delaware  13-3728359
(State or  Other  Jur isdict ion of
Incorporation or  Organization)  

(I .R.S. Employer
Identif ication No.)

  

Glenpointe Centre West
500 Frank W. Bur r  Blvd.

Teaneck, New Jersey  07666
(Address of Pr incipal Executive Off ices)  (Zip Code)

Registr ant’s telephone number , including area code: (201) 801-0233

   
Indicate by check mark whether the registrant: (1) has fi led al l reports required to be fi led 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 fi le such reports), and (2) has been subject to such fi l ing
requirements for the past 90 days.    Yes  ý    No:  ̈

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted 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 such
fi les).  Yes  ý     No:  ̈

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

Large accelerated fi ler
ý

Accelerated fi ler
¨

    

Non-accelerated fi ler ¨  Smaller reporting company
¨

    

  Emerging growth company
¨

If an emerging growth company, indicate by check mark i f the registrant has elected not to use the extended transition period for complying with any
new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ̈

Indicate by check mark whether the registrant is a shell  company (as defined in Rule 12b-2 of the Exchange Act). Yes ̈  No  ý

Indicate the number of shares outstanding of each of the issuer’s class of common stock, as of October 23, 2018:

Class  Number  of Shares

Class A Common Stock, par value $.01 per share  579,028,009
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 PART I . FINANCIAL INFORMATION
 

I tem 1.     Consolidated Financial Statements (Unaudited).
 

COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
CONSOL IDATED STATEMENTS OF FINANCIAL POSITION

(Unaudited)
(in mil l ions, except par  values)

 
September  30,  

 2018
December  31, 

 2017

Assets

Current assets:

Cash and cash equivalents $ 1,339 $ 1,925

Short-term investments 3,424 3,131

Trade accounts receivable, net of allowances of $68 and $65, respectively 3,187 2,865

Unbi l led accounts receivable — 357

Other current assets 777 833

Total current assets 8,727 9,111

Property and equipment, net 1,362 1,324

Goodwill 3,037 2,704

Intangible assets, net 1,021 981

Deferred income tax assets, net 391 418

Long-term investments 93  235

Other noncurrent assets 643 448

Total assets $ 15,274 $ 15,221

L iabil i ties and Stockholders’ Equity

Current l iabi l ities:

Accounts payable $ 223 $ 210

Deferred revenue 244 383

Short-term debt 100 175

Accrued expenses and other current l iabil ities 2,126 2,071

Total current l iabil i ties 2,693 2,839

Deferred revenue, noncurrent 72 104

Deferred income tax l iabi l i ties, net 157 146

Long-term debt 624 698

Long-term income taxes payable 490  584

Other noncurrent l iabi l i ties 260 181

Total l iabil ities 4,296 4,552

Commitments and contingencies (See Note 13)  

Stockholders’ equity:    

Preferred stock, $0.10 par value, 15.0 shares authorized, none issued —  —

Class A common stock, $0.01 par value, 1,000 shares authorized, 580 and 588 shares issued and outstanding at
September 30, 2018 and December 31, 2017, respectively 6  6

Additional paid-in capital 119  49

Retained earnings 11,041  10,544

Accumulated other comprehensive income (loss) (188)  70

Total stockholders’ equity 10,978 10,669

Total l iabil ities and stockholders’ equity $ 15,274 $ 15,221

The accompanying notes are an integral  part of the unaudited consolidated financial  statements.
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COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(in mil l ions, except per  share data)

 

 
Three Months Ended 

 September  30,  
Nine Months Ended 

 September  30,

 2018  2017  2018  2017

Revenues $ 4,078 $ 3,766 $ 11,996 $ 10,982

Operating expenses:

Cost of revenues (exclusive of depreciation and amortization expense shown
separately below) 2,480 2,337 7,298 6,792

Sell ing, general and administrative expenses 734 674 2,250 2,069

Depreciation and amortization expense 119 107 340 297

Income from operations 745 648 2,108 1,824

Other income (expense), net:

Interest income 47 34 128 97

Interest expense (6) (6) (19) (18)

Foreign currency exchange gains (losses), net (122) (16) (233) 41

Other, net (2) (2) (2) (2)

Total other income (expense), net (83) 10 (126) 118

Income before provision for income taxes 662 658 1,982 1,942

Provision for income taxes (185) (164) (530) (421)

Income from equity method investments —  1  1  1

Net income $ 477 $ 495 $ 1,453 $ 1,522

Basic earnings per share $ 0.82 $ 0.84 $ 2.49 $ 2.56

Diluted earnings per share $ 0.82 $ 0.84 $ 2.48 $ 2.55

Weighted average number of common shares outstanding - Basic 579 590 584 594

Dilutive effect of shares issuable under stock-based compensation plans 1  2  1  2

Weighted average number of common shares outstanding - Diluted 580 592 585 596

Dividends declared per common share $ 0.20  $ 0.15  $ 0.60  $ 0.30

The accompanying notes are an integral  part of the unaudited consolidated financial  statements.
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COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
(in mil l ions)

 

 
Three Months Ended 

 September  30,  
Nine Months Ended 

 September  30,

 2018  2017  2018  2017

Net income $ 477  $ 495  $ 1,453  $ 1,522

Other comprehensive income (loss), net of tax:        

Foreign currency translation adjustments (12)  33  (46)  100

Change in unrealized gains and losses on cash flow hedges (82)  (22)  (205)  56

Change in unrealized gains and losses on available-for-sale securities —  —  (6)  2

Other comprehensive income (loss) (94)  11  (257)  158

Comprehensive income $ 383  $ 506  $ 1,196  $ 1,680

The accompanying notes are an integral  part of the unaudited consolidated financial  statements.

3

Source: COGNIZANT TECHNOLOGY SOLUTIONS CORP, 10-Q, October 30, 2018 Powered by Morningstar® Document Research℠
The informat ion contained herein may not  be copied, adapted or dist ributed and is not  warranted to be accurate, complete or t imely. The user assumes all risks for any damages or losses arising f rom any use of  this informat ion,
except  to the extent  such damages or losses cannot be limited or excluded by applicable law. Past  f inancial performance is no guarantee of  future results.



Table of Contents

COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOL DERS’ EQUITY

(Unaudited)
(in mil l ions)

 

 

 Class A Common Stock  
Addit ional

Paid-in
Capital  

Retained
Earnings  

Accumulated
Other

Comprehensive
Income (Loss)   Total Shares     Amount  

Balance, December 31, 2017  588  $ 6  $ 49  $ 10,544  $ 70  $ 10,669

Cumulative effect of changes in accounting
principle(1)  —  —  —  122  (1)  121

Net income  —  —  —  1,453  —  1,453

Other comprehensive income (loss)  —  —  —  —  (257)  (257)

Common stock issued, stock-based
compensation plans  5  —  142  —  —  142

Stock-based compensation expense  —  —  199  —  —  199

Repurchases of common stock  (13)  —  (271)  (723)  —  (994)

Dividends  —  —  —  (355)  —  (355)

Balance, September 30, 2018  580  $ 6  $ 119  $ 11,041  $ (188)  $ 10,978

             

 

 Class A Common Stock  
Addit ional

Paid-in
Capital  

Retained
Earnings  

Accumulated
Other

Comprehensive
Income (Loss)   Total Shares     Amount  

Balance, December 31, 2016  608  $ 6  $ 358  $ 10,478  $ (114)  $ 10,728

Net income  —  —  —  1,522  —  1,522

Other comprehensive income (loss)  —  —  —  —  158  158

Common stock issued, stock-based
compensation plans  6  —  146  —  —  146

Stock-based compensation expense  —  —  161  —  —  161

Repurchases of common stock  (24)  —  (457)  (1,100)  —  (1,557)

Dividends  —  —  —  (179)  —  (179)

Balance, September 30, 2017  590  $ 6  $ 208  $ 10,721  $ 44  $ 10,979

            
(1) Reflects the adoption of accounting standards as described in Note 1.            

The accompanying notes are an integral  part of the unaudited consolidated financial  statements.
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COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FL OWS

(Unaudited)
(in mil l ions)

 
For  the Nine Months Ended 

 September  30,

 2018  2017

Cash flows from operating activities:    

Net income $ 1,453  $ 1,522

Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation and amortization 367  321

Provision for doubtful accounts 5  12

Deferred income taxes 46  (46)

Stock-based compensation expense 199  161

Other 196  (49)

Changes in assets and l iabil i ties:    

Trade accounts receivable (313)  (284)

Other current assets 338  21

Other noncurrent assets (194)  (65)

Accounts payable (5)  (5)

Deferred revenues, current and noncurrent (116)  (21)

Other current and noncurrent l iabi l i ties (86)  4

Net cash provided by operating activities 1,890  1,571

Cash flows from investing activities:    

Purchases of property and equipment (281)  (204)

Purchases of available-for-sale investment securities (1,356)  (2,163)

Proceeds from maturity or sale of available-for-sale investment securities 1,516  2,352

Purchases of held-to-maturity investment securities (1,093)  (1,015)

Proceeds from maturity of held-to-maturity investment securities 750  208

Purchases of other investments (479)  (363)

Proceeds from maturity or sale of other investments 345  835

Payments for business combinations, net of cash acquired (479)  (72)

Net cash (used in) investing activities (1,077)  (422)

Cash flows from financing activities:    

Issuance of common stock under stock-based compensation plans 142  146

Repurchases of common stock (994)  (1,557)

Repayment of term loan borrowings and capital lease obligations (89)  (62)

Net change in notes outstanding under the revolving credit faci l i ty (75)  —

Dividends paid (352)  (179)

Net cash (used in) financing activities (1,368)  (1,652)

Effect of exchange rate changes on cash and cash equivalents (31)  46

(Decrease) in cash and cash equivalents (586)  (457)

Cash and cash equivalents, beginning of year 1,925  2,034

Cash and cash equivalents, end of period $ 1,339  $ 1,577

The accompanying notes are an integral  part of the unaudited consolidated financial  statements.
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COGNIZANT TECHNOL OGY SOLUTIONS CORPORATION
NOTES TO CONSOL IDATED FINANCIAL  STATEMENTS

(Unaudited)

Note 1 — Inter im Consolidated Financial Statements

The terms “Cognizant,”  “we,”  “ our,”  “ us”  and “ the Company”  refer to Cognizant Technology Solutions Corporation and its subsidiaries unless the
context indicates otherwise. We have prepared the accompanying unaudited consolidated financial statements included herein in accordance with generally
accepted accounting principles in the United States of America, or U.S. GAAP, and Regulation S-X under the Securities Exchange Act of 1934, as amended,
or the Exchange Act. The accompanying unaudited consolidated financial statements should be read in conjunction with our audi ted consolidated financial
statements (and notes thereto) included in our Annual Report on Form 10-K for the year ended December 31, 2017. In our opinion, al l adjustments considered
necessary for a fair statement of the accompanying unaudited consolidated financial  statements have been included and all  adjustments are of a normal and
recurring nature. Operating resul ts for the interim periods are not necessarily indicative of results that may be expected to occur for the enti re year.

Recently Adopted Accounting Pronouncements

Date Issued and
Topic

Date Adopted and
Method Descr iption Impact

May 2014

Revenue

January 1, 2018

Modified
Retrospective

The new standard, as amended, sets forth a single
comprehensive model for recognizing and reporting
revenues. The standard also requires additional financial
statement disclosures that enable users to understand the
nature, amount, timing and uncertainty of revenues and
cash flows relating to customer contracts. The standard
allows for two methods of adoption: the ful l
retrospective adoption, which requires the standard to be
applied to each prior period presented, or the modified
retrospective adoption, which requires the cumulative
effect of adoption to be recognized as an adjustment to
opening retained earnings in the period of adoption.

See Note 3 for the impact of adoption of this standard.

November 2016

Statement of Cash
Flows

January 1, 2018

Retrospective

This update requires restricted cash to be included with
cash and cash equivalents when reconcil ing the
beginning and ending amounts on the statement of cash
flows. It also requires a reconcil iation of such totals to
the amounts on the statement of financial  position and
disclosure as to the nature of the restrictions.

There were no restricted cash balances as of September
30, 2018. The adoption of this update had no impact
on our financial statements for the three and nine
months ended September 30, 2018.

February 2018

Income Statement -
Reporting

Comprehensive
Income

January 1, 2018

In the period of
adoption

This update provides an option for entities to reclassify
stranded tax effects caused by the recently-enacted Tax
Cuts and Jobs Act, or Tax Reform Act, from accumulated
other comprehensive income to retained earnings.

We have early adopted this update as of January 1,
2018. The adoption resulted in a decrease of $1 mi ll ion
in accumulated other comprehensive income and a
corresponding increase of $1 mil l ion to opening
retained earnings.
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New Accounting Pronouncements

Date Issued and
Topic Effective Date Descr iption Impact

February 2016

Leases

January 1, 2019 The new standard replaces the existing guidance on
leases and requires the lessee to recognize a right-of-use
asset and a lease l iabi l i ty for al l leases with lease terms
equal to or greater than twelve months. For finance
leases, the lessee would recognize interest expense and
amortization of the right-of-use asset, and for operating
leases, the lessee would recognize total lease expense on
a straight-l ine basis. The standard offers several practical
expedients for transition and certain expedients specific
to lessees or lessors. The standard al lows for two methods
of adoption: retrospective to each prior reporting period
presented with the cumulative effect of adoption
recognized at the beginning of the earl iest period
presented or retrospective to the beginning of the period
of adoption through a cumulative-effect adjustment.

While we are continuing to evaluate the provisions of
this standard, the primary effect wil l be to require
recording of right-of-use assets and corresponding lease
obligations for current operating leases. We expect the
adoption of this standard to have a material impact on
our consolidated statement of financial position, but
not on the consolidated statements of operations or
cash flows. As of December 31, 2017, our undiscounted
operating lease commitments were $943 mil l ion.

We are currently planning to elect the package of
practical expedients which permits us to not reassess
prior conclusions related to contracts containing leases,
lease classification and initial direct costs. We intend
to adopt the standard retrospectively to the beginning
of the period of adoption through a cumulative-effect
adjustment.

March 2017

Nonrefundable
Fees and Other

Costs

January 1, 2019 This update shortens the amortization period for certain
cal lable debt securities held at a premium to the earliest
cal l  date. The amendments do not require an accounting
change for securi ties held at a discount. Upon adoption,
enti ties will be required to use a modified retrospective
transition with the cumulative effect adjustment
recognized to retained earnings as of the beginning of
the period of adoption.

We do not expect the adoption of this update to have a
material impact on our financial statements.

August 2018

Customer’s
Accounting for
Implementation

Costs Incurred in a
Cloud Computing

Arrangement
(CCA) that is a

Service Contract

January 1, 2020 This update al igns the accounting for costs incurred to
implement a CCA that is a service arrangement with the
guidance on capitalizing costs associated with
developing or obtaining internal-use software. The
update clari fies that a customer should capital ize certain
implementation costs and subsequently amortize such
costs over the term of the hosting arrangement as
operating expenses.

We are currently evaluating the effect this update will
have on our consol idated financial statements and
related disclosures.

Note 2 — Internal Investigation and Related Matters

We have substantially completed our internal investigation focused on whether certain payments relating to Company-owned faci l i ties in India were
made improperly and in possible violation of the U.S. Foreign Corrupt Practices Act, or FCPA, and other applicable laws. The investigation, which began in
2016, has also examined various other payments made in small amounts in India that may not have complied with Company policy or applicable law. In
September 2016, we voluntari ly noti fied the U.S. Department of Justice, or DOJ, and Securities and Exchange Commission, or SEC, and are cooperating ful ly
with both agencies. The investigation has been conducted under the oversight of the Audit Committee, wi th the assistance of outside counsel. In connection
with the investigation, during the year ended December 31, 2016, we recorded out-of-period corrections related to $4 mi ll ion of potential ly improper
payments between 2009 and 2016 that had been previously capitalized when they should have been expensed. These out-of-period corrections were not
material to any previously issued financial statements. There were no adjustments recorded during 2018 and 2017 related to the amounts under investigation.

The Company’s discussions with the DOJ and SEC have progressed to a point where the Company can now reasonably estimate a probable loss and has
recorded an accrual of $28 mill ion, or FCPA Accrual, in the caption “Accrued expenses and other
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current l iabi l ities”  in our consolidated statements of financial position. There can be no assurance as to the timing of a final resolution of these matters with
the DOJ and SEC.

Note 3 — Revenues

Adoption of ASC Topic 606, “ Revenue from Contracts with Customers”

On January 1, 2018, we adopted ASC Topic 606, “Revenue from Contracts with Customers,”  or the New Revenue Standard, using the modified
retrospective method applied to contracts that were not completed as of January 1, 2018. Results for reporting periods beginning after January 1, 2018 are
presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in accordance with our historic
accounting policies. For contracts that were modified before the effective date, the Company aggregated the effect of all  contract modifications prior to
identifying performance obligations and al locating transaction price in accordance with the practical expedient ASC 606-10-65-1-(f)-4. Upon adoption of the
New Revenue Standard on January 1, 2018, we recorded a net increase to opening retained earnings of approximately $121 mill ion, after a tax impact of $37
mil l ion. The impact of adoption primari ly relates to (1) changes in the method used to measure progress on our fixed-price appl ication maintenance,
consulting and business process services contracts, (2) the longer period of amortization for costs to fulfi l l  a contract, (3) the timing of revenue recognition
and allocation of purchase price on our software l icense contracts, (4) the reclassification of balances representing receivables, as defined by the New
Revenue Standard, from Unbil led accounts receivable to Trade accounts receivable, net, (5) the reclassification of balances representing contract assets, as
defined by the New Revenue Standard, from Unbilled accounts receivable to Other current assets, as well as (6) the income tax impact of the above items, as
applicable.
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The following tables compare the financial statement l ine i tems material ly affected by the adoption of the New Revenue Standard as of and for the three
and nine months ended September 30, 2018 to the pro-forma amounts had the previous guidance been in effect, or Pro-forma Amounts:

  September  30, 2018

  As Repor ted  Pro-forma Amounts  
Impacts of  the New Revenue

Standard

  (in millions)

Assets:       

Trade accounts receivable, net(1), (2)  $ 3,187  $ 3,073  $ 114

Unbilled accounts receivable(1), (3)  —  432  (432)

Other current assets(2), (3)  777  457  320

Total current assets      2

Other noncurrent assets(4)  643  589  54

Total assets      $ 56

Liabil i ties:       

Deferred revenue(2)  $ 244  $ 417  $ (173)

Total current l iabi l i ties      (173)

Deferred revenue, noncurrent(2)  72  106  (34)

Deferred income tax l iabi l i ties, net(5)  157  100  57

Total l iabil ities      (150)

Stockholders’ equity:       

Retained earnings  11,041  10,835  206

Total stockholders’ equity      206

Total l iabil ities and stockholders’ equity      $ 56

  Three Months Ended September  30, 2018  Nine Months Ended September  30, 2018

  As Reported  
Pro-forma
Amounts  

Impacts of the
New Revenue

Standard  As Reported  
Pro-forma
Amounts  

Impacts of the
New Revenue

Standard

  (in millions)  (in millions)

Revenues(2)  $ 4,078  $ 4,045  $ 33  $ 11,996  $ 11,911  $ 85

Cost of revenues (4)  2,480  2,484  (4)  7,298  7,317  (19)

Sell ing, general and administrative expenses  734  734  —  2,250  2,250  —

Depreciation and amortization expense  119  119  —  340  340  —

Income from operations  745  708  37  2,108  2,004  104

Other income (expense), net  (83)  (84)  1  (126)  (127)  1

Income before provision for income taxes(5)  662  624  38  1,982  1,877  105

Provision for income taxes  (185)  (178)  (7)  (530)  (510)  (20)

Income (loss) from equity method investment  —  —  —  1  1  —

Net income  $ 477  $ 446  $ 31  $ 1,453  $ 1,368  $ 85

Basic earnings per share  $ 0.82  $ 0.77  $ 0.05  $ 2.49  $ 2.34  $ 0.15

Diluted earnings per share  $ 0.82  $ 0.77  $ 0.05  $ 2.48  $ 2.34  $ 0.14

            
(1) Reflects the reclassification of balances representing receivables, as defined by the New Revenue Standard, from Unbil led accounts receivable to

Trade accounts receivable, net.
(2) Reflects the impact of changes in the method used to measure progress on our fixed-price application maintenance, consulting and business process

services contracts and the timing of revenue recognition and al location of purchase price on our software l icense contracts.
(3) Reflects the reclassification of balances representing contract assets, as defined by the New Revenue Standard, from Unbil led accounts receivable to

Other current assets.
(4) Reflects the impact of a longer period of amortization for costs to fulfi l l  a contract.
(5) Reflects the income tax impact of the above items.
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Revenue Recognition

We recognize revenues as we transfer control of deliverables (products, solutions and services) to our customers in an amount reflecting the
consideration to which we expect to be enti tled. To recognize revenues, we apply the following five step approach: (1) identify the contract with a customer,
(2) identify the performance obl igations in the contract, (3) determine the transaction price, (4) allocate the transaction price to the performance obligations
in the contract, and (5) recognize revenues when a performance obligation is satisfied. We account for a contract when it has approval and commitment from
all parties, the rights of the parties are identified, payment terms are identified, the contract has commercial substance and collectabil ity of consideration is
probable. The Company applies judgment in determining the customer’s abi l i ty and intention to pay, which is based on a variety of factors including the
customer’s historical payment experience.

We may enter into arrangements that consist of multiple performance obligations. Such arrangements may include any combination of our deliverables.
To the extent a contract includes multiple promised deliverables, we apply judgment to determine whether promised deliverables are capable of being
distinct and are distinct in the context of the contract. If these criteria are not met, the promised deliverables are accounted for as a combined performance
obligation. For arrangements with multiple distinct performance obl igations, we al locate consideration among the performance obligations based on their
relative standalone sel l ing price. Standalone sell ing price is the price at which we would sel l a promised good or service separately to the customer.  When
not directly observable, we typical ly estimate standalone sell ing price by using the expected cost plus a margin approach. We typically establish a
standalone sel l ing price range for our del iverables, which is reassessed on a periodic basis or when facts and circumstances change.

For performance obligations where control is transferred over time, revenues are recognized based on the extent of progress towards completion of the
performance obligation. The selection of the method to measure progress towards completion requires judgment and is based on the nature of the deliverables
to be provided. Revenues related to fixed-price contracts for application development and systems integration services, consulting or other technology
services are recognized as the service is performed using the cost to cost method, under which the total value of revenues is recognized on the basis of the
percentage that each contract’s total labor cost to date bears to the total expected labor costs. Revenues related to fixed-price application maintenance,
testing and business process services are recognized based on our right to invoice for services performed for contracts in which the invoicing is representative
of the value being delivered, in accordance with the practical  expedient in ASC 606-10-55-18. If our invoicing is not consistent with value delivered,
revenues are recognized as the service is performed based on the cost to cost method described above. The cost to cost method requires estimation of future
costs, which is updated as the project progresses to reflect the latest available information; such estimates and changes in estimates involve the use of
judgment. The cumulative impact of any revision in estimates is reflected in the financial reporting period in which the change in estimate becomes known
and any anticipated losses on contracts are recognized immediately. Revenues related to fixed-price hosting and infrastructure services are recognized based
on our right to invoice for services performed for contracts in which the invoicing is representative of the value being delivered, in accordance with the
practical expedient in ASC 606-10-55-18. If our invoicing is not consistent with value delivered, revenues are recognized on a straight-l ine basis unless
revenues are earned and obligations are fulfi l led in a different pattern. The revenue recognition method applied to the types of contracts described above
provides the most faithful depiction of performance towards satisfaction of our performance obligations; for example, the cost to cost method is used when
the value of services provided to the customer is best represented by the costs expended to del iver those services.

Revenues related to our non-hosted software license arrangements that do not require significant modification or customization of the underlying
software are recognized when the software is delivered as control is transferred at a point in time. For software l icense arrangements that require significant
functionality enhancements or modification of the software, revenues for the software l icense and related services are recognized as the services are performed
in accordance with the methods described above. In software hosting arrangements, the rights provided to the customer, such as ownership of a l icense,
contract termination provisions and the feasibil ity of the client to operate the software, are considered in determining whether the arrangement includes a
license or a service. Sales and usage-based fees promised in exchange for l icenses of intellectual  property are not recognized as revenue unti l the uncertainty
related to the variable amounts is resolved. Revenues related to software maintenance and support are general ly recognized on a straight-l ine basis over the
contract period.

Revenues related to our time-and-materials, transaction-based or volume-based contracts are recognized over the period the services are provided in a
manner that corresponds with the value transferred to the customer to-date relative to the remaining services to be provided.

Revenues also include the reimbursement of out-of-pocket expenses. Our warranties general ly provide a customer with assurance that the related
deliverable will  function as the parties intended because it complies with agreed-upon specifications and is therefore not considered an additional
performance obligation in the contract.
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From time to time, we may enter into arrangements with third party suppliers to resell  products or services. In such cases, we evaluate whether we are the
principal (i.e. report revenues on a gross basis) or agent (i .e. report revenues on a net basis). In doing so, we first evaluate whether we control the good or
service before it is transferred to the customer. If we control the good or service before i t is transferred to the customer, we are the principal; if not, we are the
agent. Determining whether we control the good or service before i t is transferred to the customer may require judgment.

Our contracts may be modified to add, remove or change existing performance obligations. The accounting for modifications to our contracts involves
assessing whether the services added to an existing contract are distinct and whether the pricing is at the standalone sell ing price. Services added that are not
distinct are accounted for on a cumulative catch up basis, while those that are distinct are accounted for prospectively, either as a separate contract if the
additional services are priced at the standalone sell ing price, or as a termination of the existing contract and creation of a new contract i f not priced at the
standalone sell ing price. Services added to our application development and systems integration service contracts are typical ly not distinct, while services
added to our other contracts, including application maintenance, testing and business process services contracts, are typical ly distinct.

Incentive revenues, volume discounts, or any other form of variable consideration is estimated using either the sum of probabili ty weighted amounts in
a range of possible consideration amounts (expected value), or the single most l ikely amount in a range of possible consideration amounts (most l ikely
amount), depending on which method better predicts the amount of consideration to which we may be enti tled. We include in the transaction price variable
consideration only to the extent it is probable that a significant reversal of revenues recognized will  not occur when the uncertainty associated with the
variable consideration is resolved. Our estimates of variable consideration and determination of whether to include estimated amounts in the transaction price
may involve judgment and are based largely on an assessment of our anticipated performance and al l information that is reasonably available to us.

We assess the timing of the transfer of goods or services to the customer as compared to the timing of payments to determine whether a significant
financing component exists. As a practical  expedient, we do not assess the existence of a significant financing component when the di fference between
payment and transfer of del iverables is a year or less. If the difference in timing arises for reasons other than the provision of finance to either the customer or
us, no financing component is deemed to exist. The primary purpose of our invoicing terms is to provide customers with simplified and predictable ways of
purchasing our services, not to receive or provide financing from or to customers. We do not consider set up or transition fees paid upfront by our customers
to represent a financing component, as such fees are required to encourage customer commitment to the project and protect us from early termination of the
contract.

Costs to Fulfill

Recurring operating costs for contracts with customers are recognized as incurred. Certain eligible, nonrecurring costs incurred in the initial phases of
our application maintenance, business process outsourcing and infrastructure services contracts (i .e. set-up or transition costs) are capi tal ized when such costs
(1) relate directly to the contract, (2) generate or enhance resources of the Company that will  be used in satisfying the performance obligation in the future,
and (3) are expected to be recovered. These costs are expensed ratably over the estimated l ife of the customer relationship, including expected renewals. In
determining the estimated l ife of the customer relationship, we evaluate the average contract term, on a portfol io basis by nature of the services to be
provided, and apply judgment to evaluate the rate of technological and industry change. Capitalized amounts are monitored regularly for impairment.
Impairment losses are recorded when projected remaining undiscounted operating cash flows are not sufficient to recover the carrying amount of the
capital ized costs to ful fi l l .

The fol lowing table presents information related to the capitalized costs to ful fi l l , such as set-up or transition activities, for the nine months ended
September 30, 2018. Costs to fulfi l l  are recorded in "Other noncurrent assets" in our consolidated statements of financial position. Costs to obtain contracts
were immaterial for the periods disclosed.

  Costs to Fulf ill

  (in millions)

Balance - January 1, 2018  $ 303

Amortization expense  (50)

Costs capi tal ized  132

Other  (2)

Balance - September 30, 2018  $ 383
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Trade Accounts Receivable and Contract Balances

We classify our right to consideration in exchange for deliverables as either a receivable or a contract asset. A receivable is a right to consideration that
is unconditional (i .e. only the passage of time is required before payment is due). For example, we recognize a receivable for revenues related to our time and
materials and transaction or volume-based contracts when earned regardless of whether amounts have been bil led. We present such receivables in Trade
accounts receivable, net in our consolidated statements of financial position at their net estimated real izable value. We maintain an allowance for doubtful
accounts to provide for the estimated amount of receivables that may not be collected. The allowance is based upon an assessment of customer
creditworthiness, historical payment experience, the age of outstanding receivables and other applicable factors.

A contract asset is a right to consideration that is conditional upon factors other than the passage of time. Contract assets are presented in Other current
assets in our consolidated statements of financial position and primari ly relate to unbil led amounts on fixed-price contracts uti l izing the cost to cost method
of revenue recognition. The table below shows significant movements in contract assets:

  Contract Assets

  (in millions)

Balance - January 1, 2018  $ 306

Revenues recognized during the period but not bil led  290

Amounts reclassified to accounts receivable  (273)

Other  (3)

Balance - September 30, 2018  $ 320

Our contract l iabil i ties, or deferred revenue, consist of advance payments and bi l l ings in excess of revenues recognized. We classify deferred revenue as
current or noncurrent based on the timing of when we expect to recognize the revenues. The noncurrent portion of deferred revenue is included in other
noncurrent l iabi l i ties in our consolidated statements of financial posi tion.

The table below shows significant movements in the deferred revenue balances (current and noncurrent) for the period disclosed:

  Defer red Revenue

  (in millions)

Balance - January 1, 2018  $ 431

Amounts bi l led but not recognized as revenues  116

Revenues recognized related to the opening balance of deferred revenue  (230)

Other  (1)

Balance - September 30, 2018  $ 316

Our contract assets and l iabil ities are reported in a net posi tion on a contract by contract basis at the end of each reporting period. The di fference
between the opening and closing balances of our contract assets and deferred revenues primarily results from the timing difference between our performance
obligations and the customer’s payment. We receive payments from customers based on the terms established in our contracts, which vary by contract type.

Revenues recognized during the nine months ended September 30, 2018 for performance obligations satisfied or partial ly satisfied in previous periods
were immaterial.
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Remaining Performance Obligations

ASC 606 requires that we disclose the aggregate amount of transaction price that is al located to performance obligations that have not yet been satisfied
as of September 30, 2018. This disclosure is not required for:

(1) contracts with a duration of one year or less as determined under ASC 606,

(2) contracts for which we recognize revenues based on the right to invoice for services performed,

(3) variable consideration al located entirely to a wholly unsatisfied performance obligation or to a wholly unsatisfied promise to transfer a distinct
good or service that forms part of a single performance obligation in accordance with ASC 606-10-25-14(b), for which the cri teria in ASC 606-
10-32-40 have been met, or

(4) variable consideration in the form of a sales-based or usage based royalty promised in exchange for a l icense of intel lectual property.

Many of our performance obl igations meet one or more of these exemptions. As of September 30, 2018, the aggregate amount of transaction price
allocated to remaining performance obl igations, other than those meeting the exclusion criteria above, was $2,014 mil l ion, of which approximately 70% is
expected to be recognized as revenues within 2 years.

Disaggregation of Revenues

The table below presents disaggregated revenues from contracts with customers by customer location, service l ine and contract-type for each of our
business segments. We believe this disaggregation best depicts how the nature, amount, timing and uncertainty of our revenues and cash flows are affected by
industry, market and other economic factors.

  Three Months Ended

  September  30, 2018

  Financial Services  Healthcare  
Products and

Resources  
Communications, Media

and Technology  Total

  (in millions)

Revenues           

Geography:           

North America  $ 1,033  $ 1,084  $ 609  $ 381  $ 3,107

United Kingdom  127  23  90  85  325

Rest of Europe  170  69  109  50  398

Europe - Total  297  92  199  135  723

Rest of World  134  13  55  46  248

Total  $ 1,464  $ 1,189  $ 863  $ 562  $ 4,078

           

Service line:           

Consulting and technology services  $ 902  $ 645  $ 512  $ 292  $ 2,351

Outsourcing services  562  544  351  270  1,727

Total  $ 1,464  $ 1,189  $ 863  $ 562  $ 4,078

           

Type of contract:           

Time and materials  $ 954  $ 464  $ 374  $ 354  $ 2,146

Fixed-price  453  452  392  187  1,484

Transaction or volume-based  57  273  97  21  448

Total  $ 1,464  $ 1,189  $ 863  $ 562  $ 4,078
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  Nine Months Ended

  September  30, 2018

  Financial Services  Healthcare  
Products and

Resources  
Communications,

Media and Technology  Total

  (in millions)

Revenues           

Geography:           

North America  $ 3,133  $ 3,167  $ 1,766  $ 1,083  $ 9,149

United Kingdom  357  68  266  253  944

Rest of Europe  497  191  327  138  1,153

Europe - Total  854  259  593  391  2,097

Rest of World  407  40  165  138  750

Total  $ 4,394  $ 3,466  $ 2,524  $ 1,612  $ 11,996

          

Service line:          

Consulting and technology services  $ 2,658  $ 1,896  $ 1,492  $ 859  $ 6,905

Outsourcing services  1,736  1,570  1,032  753  5,091

Total  $ 4,394  $ 3,466  $ 2,524  $ 1,612  $ 11,996

          

Type of contract:          

Time and materials  $ 2,842  $ 1,364  $ 1,122  $ 995  $ 6,323

Fixed-price  1,384  1,406  1,120  545  4,455

Transaction or volume-based  168  696  282  72  1,218

Total  $ 4,394  $ 3,466  $ 2,524  $ 1,612  $ 11,996

Note 4 — Business Combinations

During the nine months ended September 30, 2018, we completed two business combinations for total  consideration of approximately $492 mill ion,
inclusive of contingent consideration. The acquisition of Bolder Healthcare Solutions, a privately-held U.S. provider of revenue cycle management solutions
to the healthcare industry expands our healthcare consulting, technology and business process services portfol io and strengthens our position in digital
heal thcare technology and operations. The acquisition of Hedera Consulting, a privately-held company specializing in business advisory and data analytics
services across a number of industries expands our consulting, business insight and digital transformation capabil ities in Belgium and the Netherlands.
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These acquisitions were not material, either individually or in the aggregate, to our operations, financial position or operating cash flow. Accordingly,
pro forma results have not been presented. These acquisitions were included in our unaudited consolidated financial statements as of the date on which the
businesses were acquired. We have allocated the purchase price related to these transactions to tangible and intangible assets and l iabi l ities, including non-
deductible goodwil l, based on their estimated fair values. We wil l final ize the purchase price allocation as soon as practicable within the measurement period,
but in no event later than one year fol lowing the date of acquisition. The allocations of prel iminary purchase price to the fair value of the aggregate assets
acquired and l iabi l i ties assumed were as follows:

 Fair  Value  
Weighted Average

Useful Life

 (in millions)   

Cash $ 9   

Current assets 37   

Property, plant and equipment and other noncurrent assets 7   

Non-deductible goodwill  (1) 344   

Customer relationship intangible assets 122  9.7 years

Other intangible assets 26  2.4 years

Current l iabi l ities (14)   

Noncurrent l iabil ities (39)   

Purchase price $ 492   

            
(1)     The primary items that generated goodwill  are the value of the acquired assembled workforces and synergies between the acquired companies and us,
neither of which qual i fy as an amortizable intangible asset.

Note 5 — Realignment Charges

In 2017, we began a real ignment of our business to accelerate the shift to digital services and solutions while improving the overal l efficiency of our
operations. As part of this real ignment, for the three and nine months ended September 30, 2017, we incurred $19 mill ion and $69 mi l l ion, respectively, in
pre-tax charges. These charges included severance costs primari ly related to our voluntary separation program announced in May 2017, lease termination
costs and advisory fees related to non-routine shareholder matters and charges related to the development of our realignment and return of capital programs.
Further, during the three months ended September 30, 2018, we incurred $11 mil l ion in pre-tax severance costs as part of an involuntary separation program.
Our realignment initiatives are intended to further improve our cost structure primari ly by optimizing our resource pyramid. The total costs related to the
realignment are reported in "Sell ing, general and administrative expenses" in our consolidated statements of operations.

Real ignment charges were as follows:

 
Three Months Ended 

 September 30,  
Nine Months Ended 

 September 30,

 2018  2017  2018  2017

 (in millions)

Employee separations $ 11  $ 14  $ 11  $ 53

Advisory fees —  5  —  15

Lease termination costs —  —  1  1

Total real ignment costs $ 11  $ 19  $ 12  $ 69
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Note 6 — Investments

Our investments were as follows:

 September  30, 2018  December  31, 2017

 (in millions)

Short-term investments:    

Equity investment securities $ 25  $ 25

Available-for-sale investment securities 1,801  1,972

Held-to-maturi ty investment securities 1,133  745

Time deposits 465 (1) 389

Total short-term investments $ 3,424  $ 3,131

Long-term investments:    

Equity and cost method investments $ 75  $ 74

Held-to-maturi ty investment securities 18  161

Total long-term investments $ 93  $ 235

            
(1) Includes $405 mill ion in restricted time deposits as of September 30, 2018. See Note 9.

Equity Investment Secur ities

Our equity investment securities consist of a U.S. dol lar denominated investment in a fixed income mutual fund. Unrealized losses for the three and nine
months ended September 30, 2018 and 2017 were immaterial. The value of the fixed income mutual fund is based on the net asset value, or NAV, of the fund,
with appropriate consideration of the liquidity and any restrictions on disposition of our investment in the fund. There were no realized gains or losses on
equity securities during the three and nine months ended September 30, 2018 and 2017.

Available-for-Sale Investment Secur ities

Our available-for-sale investment securities consist of U.S. dol lar denominated investments primari ly in U.S. Treasury notes, U.S. government agency
debt securities, municipal  debt securities, non-U.S. government debt securities, U.S. and international corporate bonds, certi ficates of deposit, commercial
paper, debt securities issued by supranational institutions, and asset-backed securities, including securities backed by auto loans, credit card receivables, and
other receivables. Our investment guidelines are to purchase securities which are investment grade at the time of acquisition. We monitor the credit ratings of
the securities in our portfolio on an ongoing basis.

The amortized cost, gross unrealized gains and losses and fair value of available-for-sale investment securities at September 30, 2018 were as follows:

 
Amor tized

Cost  
Unrealized

Gains  
Unrealized

Losses  
Fair

Value

 (in millions)

U.S. Treasury and agency debt securities $ 647  $ —  $ (10)  $ 637

Corporate and other debt securities 431  —  (5)  426

Certi ficates of deposit and commercial paper 317  —  —  317

Asset-backed securities 321  —  (3)  318

Municipal debt securities 104  —  (1)  103

Total  available-for-sale investment securities $ 1,820  $ —  $ (19)  $ 1,801
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The amortized cost, gross unrealized gains and losses and fair value of available-for-sale investment securities at December 31, 2017 were as fol lows:

 
Amor tized

Cost  
Unrealized

Gains  
Unrealized

Losses  
Fair

Value

 (in millions)

U.S. Treasury and agency debt securities $ 667  $ —  $ (6)  $ 661

Corporate and other debt securities 439  —  (2)  437

Certi ficates of deposit and commercial paper 450  —  —  450

Asset-backed securities 297  —  (2)  295

Municipal debt securities 130  —  (1)  129

Total avai lable-for-sale investment securities $ 1,983  $ —  $ (11)  $ 1,972

The fair value and related unrealized losses of available-for-sale investment securities in a continuous unrealized loss position for less than 12 months
and for 12 months or longer were as follows as of September 30, 2018:

 Less than 12 Months  12 Months or  More  Total

 
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses

 (in millions)

U.S. Treasury and agency debt securities $ 296  $ (4)  $ 336  $ (6)  $ 632  $ (10)

Corporate and other debt securities 258  (3)  134  (2)  392  (5)

Certi ficates of deposit and commercial paper 198  —  —  —  198  —

Asset-backed securities 168  (1)  137  (2)  305  (3)

Municipal debt securities 62  (1)  40  —  102  (1)

Total $ 982  $ (9)  $ 647  $ (10)  $ 1,629  $ (19)

The fair value and related unrealized losses of available-for-sale investment securities in a continuous unrealized loss position for less than 12 months
and for 12 months or longer were as follows as of December 31, 2017:

 Less than 12 Months  12 Months or  More  Total

 
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses

 (in millions)

U.S. Treasury and agency debt securities $ 519  $ (4)  $ 124  $ (2)  $ 643  $ (6)

Corporate and other debt securities 297  (1)  126  (1)  423  (2)

Certi ficates of deposit and commercial paper 49  —  —  —  49  —

Asset-backed securities 193  (1)  94  (1)  287  (2)

Municipal debt securities 107  (1)  18  —  125  (1)

Total $ 1,165  $ (7)  $ 362  $ (4)  $ 1,527  $ (11)

The unrealized losses for the above securities as of September 30, 2018 and December 31, 2017 were primarily attributable to changes in interest rates.
At each reporting date, we perform an evaluation of impaired available-for-sale securities to determine i f the unrealized losses are other-than-temporary. We
do not consider any of the investments to be other-than-temporarily impaired as of September 30, 2018. The gross unrealized gains and losses in the above
tables were recorded, net of tax, in "Accumulated other comprehensive income (loss)" in our consolidated statements of financial posi tion.
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The contractual maturities of our fixed income avai lable-for-sale investment securities as of September 30, 2018 are set forth in the fol lowing table:

 
Amor tized

Cost  
Fair

Value

 (in millions)

Due within one year $ 579  $ 578

Due after one year up to two years 474  466

Due after two years up to three years 407  400

Due after three years 39  39

Asset-backed securities 321  318

Total avai lable-for-sale investment securities $ 1,820  $ 1,801

Asset-backed securities were excluded from the maturity categories because the actual maturities may di ffer from the contractual maturities since the
underlying receivables may be prepaid without penalties. Further, actual maturities of debt securities may differ from those presented above since certain
obligations provide the issuer the right to cal l or prepay the obligation prior to scheduled maturity without penalty.

Proceeds from sales of available-for-sale investment securities and the gross gains and losses that have been included in earnings as a result of those
sales were as follows:

 
Three Months Ended 

 September 30,  
Nine Months Ended 

 September 30,

 2018  2017  2018  2017

 (in millions)

Proceeds from sales of avai lable-for-sale investment securities $ 490  $ 375  $ 1,049  $ 2,020

        
Gross gains $ —  $ —  $ —  $ 1

Gross losses (1)  (1)  (3)  (2)

Net real ized (losses) on sales of available-for-sale investment securities $ (1)  $ (1)  $ (3)  $ (1)

Held-to-Matur ity Investment Secur ities

Our held-to-maturi ty investment securities consist of Indian rupee denominated investments primarily in commercial paper, corporate bonds and
government debt securi ties. Our investment guidelines are to purchase securities that are investment grade at the time of acquisition. We monitor the credit
ratings of the securities in our portfol io on an ongoing basis.

The amortized cost, gross unrealized gains and losses and fair value of held-to-maturity investment securities at September 30, 2018 were as follows:

 
Amor tized

Cost  
Unrealized

Gains  
Unrealized

Losses  
Fair

Value

 (in millions)

Short-term investments:        

Corporate and other debt securi ties $ 677  $ —  $ (3)  $ 674

Commercial paper 456  —  (2)  454

Total short-term held-to-maturi ty investments 1,133  —  (5)  1,128

Long-term investments:        

Corporate and other debt securi ties 6  —  —  6

Commercial paper 12  —  —  12

Total held-to-maturity investment securities $ 1,151  $ —  $ (5)  $ 1,146
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The amortized cost, gross unrealized gains and losses and fair value of held-to-maturity investment securities at December 31, 2017 were as fol lows:

 
Amor tized

Cost  
Unrealized

Gains  
Unrealized

Losses  
Fair

Value

 (in millions)

Short-term investments:        

Corporate and other debt securi ties $ 346  $ —  $ (1)  $ 345

Commercial paper 399  —  (2)  397

Total short-term held-to-maturi ty investments 745  —  (3)  742

Long-term investments:        

Corporate and other debt securi ties 161  —  (1)  160

Total held-to-maturity investment securities $ 906  $ —  $ (4)  $ 902

The fair value and related unrealized losses of held-to-maturity investment securities in a continuous unrealized loss position for less than 12 months
and for 12 months or longer were as follows as of September 30, 2018:

 Less than 12 Months  12 Months or  More  Total

 
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses

 (in millions)

Corporate and other debt securities $ 469  $ (2)  $ 168  $ (1)  $ 637  $ (3)

Commercial paper 454  (2)  —  —  454  (2)

Total $ 923  $ (4)  $ 168  $ (1)  $ 1,091  $ (5)

The fair value and related unrealized losses of held-to-maturity investment securities in a continuous unrealized loss position for less than 12 months
and for 12 months or longer were as follows as of December 31, 2017:

 Less than 12 Months  12 Months or  More  Total

 
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses  
Fair

Value  
Unrealized

Losses

 (in millions)

Corporate and other debt securities $ 473  $ (2)  $ —  $ —  $ 473  $ (2)

Commercial paper 394  (2)  —  —  394  (2)

Total $ 867  $ (4)  $ —  $ —  $ 867  $ (4)

At each reporting date, the Company performs an evaluation of held-to-maturity securities to determine if the unrealized losses are other-than-
temporary. We do not consider any of the investments to be other-than-temporari ly impaired as of September 30, 2018.

The contractual maturities of our fixed income held-to-maturity investment securities as of September 30, 2018 are set forth in the fol lowing table:

 
Amor tized

Cost  
Fair

Value

 (in millions)

Due within one year $ 1,133  $ 1,128

Due after one year up to two years 12  12

Due after two years 6  6

Total held-to-maturity investment securities $ 1,151  $ 1,146

During the nine months ended September 30, 2018 and the year ended December 31, 2017, there were no transfers of investments between our
avai lable-for-sale and held-to-maturity investment portfolios.

19

Source: COGNIZANT TECHNOLOGY SOLUTIONS CORP, 10-Q, October 30, 2018 Powered by Morningstar® Document Research℠
The informat ion contained herein may not  be copied, adapted or dist ributed and is not  warranted to be accurate, complete or t imely. The user assumes all risks for any damages or losses arising f rom any use of  this informat ion,
except  to the extent  such damages or losses cannot be limited or excluded by applicable law. Past  f inancial performance is no guarantee of  future results.



Table of Contents

Note 7 — Accrued Expenses and Other  Current L iabilities

Accrued expenses and other current l iabil i ties were as fol lows:

 September  30, 2018  December  31, 2017

 (in millions)

Compensation and benefits $ 1,053  $ 1,272

Customer volume and other incentives 320  289

Derivative financial instruments 67  5

FCPA Accrual 28  —

Income taxes 158  48

Professional fees 114  100

Travel and entertainment 57  32

Other 329  325

Total accrued expenses and other current l iabi l ities $ 2,126  $ 2,071

Note 8 — Debt

In 2014, we entered into a credit agreement with a commercial bank syndicate, or, as amended, the Credit Agreement, providing for a $1,000 mill ion
unsecured term loan and a $750 mi ll ion unsecured revolving credit faci l i ty. Al l notes drawn to date under the revolving credit faci l ity have been less than 90
days in duration. The term loan and the revolving credit faci l i ty both mature in November 2019. We are required under the Credit Agreement to make
scheduled quarterly principal payments on the term loan, with a final payment of $625 mill ion due on the term loan due in November 2019. We are currently
evaluating alternative financing arrangements. We were in compliance with all  debt covenants and representations as of September 30, 2018.

Short-term Debt

The fol lowing summarizes our short-term debt balances as of:

  September  30, 2018  December  31, 2017

  (in millions)

Notes outstanding under revolving credi t faci l ity  $ —  $ 75

Term loan - current maturities  100  100

Total  short-term debt  $ 100  $ 175

Long-term Debt

The fol lowing summarizes our long-term debt balances as of:

  September  30, 2018  December  31, 2017

  (in millions)

Term loan, due November 2019  $ 725  $ 800

Less:     

Current maturities  (100)  (100)

Deferred financing costs  (1)  (2)

Long-term debt, net of current maturities  $ 624  $ 698
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Note 9 — Income Taxes

On December 22, 2017, the United States enacted the Tax Reform Act, which significantly revised the U.S. corporate income tax law for tax years
beginning after December 31, 2017 by (among other provisions):

• reducing the U.S. federal statutory corporate income tax rate from 35% to 21% for tax years beginning after December 31, 2017;

• implementing a modified territorial tax system that includes a one-time transition tax on all  accumulated undistributed earnings of foreign
subsidiaries;

• providing for a ful l deduction on future dividends received from foreign affi l iates; and

• imposing a U.S. income tax on global intangible low-taxed income, or GILTI.

During the fourth quarter of 2017, in accordance with the SEC Staff Accounting Bulletin ("SAB") No. 118 - Income Tax Accounting Implications of the
Tax Cuts and Jobs Act, we recorded a one-time provisional net income tax expense of $617 mill ion, which was comprised of: (i) the one-time transition tax
expense on accumulated undistributed earnings of foreign subsidiaries of $635 mil l ion, (i i ) foreign and U.S. state income tax expense that wil l be applicable
upon repatriation of the accumulated undistributed earnings of our foreign subsidiaries, other than our Indian subsidiaries, of $53 mil l ion, partially offset by
(i i i ) an income tax benefit of $71 mil l ion resul ting from the revaluation of U.S. net deferred income tax l iabi l ities to the new lower U.S. income tax rate.
During the three months ended September 30, 2018, we recognized a $5 mil l ion reduction to the provision for income taxes as we finalized our calculation of
the one-time net income tax expense related to the enactment of the Tax Reform Act, bringing the final one-time cost to $612 mill ion. The Company has
elected to pay the transition tax on undistributed earnings in instal lments through the year 2024.

Our effective income tax rates were as fol lows:

 
Three Months Ended 

 September 30,  
Nine Months Ended 

 September 30,

 2018  2017  2018  2017

Effective income tax rate 27.9%  24.9%  26.7%  21.7%

The effective tax rate for the nine months ended September 30, 2017 was impacted by the recognition of income tax benefi ts previously unrecognized
in our consolidated financial statements related to several uncertain tax positions totaling $72 mill ion. The recognition of these benefits in the first quarter of
2017 was based on management’s reassessment regarding whether certain unrecognized tax benefits met the more-likely-than-not threshold in l ight of the
lapse in the statute of l imitations as to a portion of such benefits. The estimate of our 2018 annual effective income tax rate reflects the current interpretation
of the Tax Reform Act, including the GILTI provision and may change as we receive additional clarification and guidance and as the interpretation of the
Tax Reform Act evolves over time.

We are involved in an ongoing dispute with the Indian Income Tax Department, or ITD, in connection with which we received a notice in March 2018
asserting that the ITD is owed additional taxes on our previously disclosed 2016 India Cash Remittance, the transaction undertaken by our principal
operating subsidiary in India, or CTS India, to repurchase shares from its shareholders, which are non-Indian Cognizant entities, valued at $2.8 bi l l ion. As a
result of that transaction, undertaken pursuant to a plan approved by the Madras High Court in Chennai, India, we previously paid $135 mill ion in Indian
income taxes, which we believe are all  the applicable taxes owed for this transaction under Indian law. The ITD is asserting that we owe an additional  33
bil l ion Indian rupees ($455 mil l ion at the September 30, 2018 exchange rate) related to the 2016 India Cash Remittance. In addition to the dispute on the
2016 India Cash Remittance, we are involved in another ongoing dispute with the ITD relating to a 2013 transaction undertaken by CTS India to repurchase
shares from its shareholders valued at $523 mill ion (the two disputes col lectively referred to as the ITD Dispute), for which we also believe we have paid al l
the applicable taxes owed. Accordingly, we have not recorded any reserves for these matters as of September 30, 2018. The ITD Dispute is ongoing, and no
final decision has been reached.

In March 2018, the ITD placed an attachment on certain of our India bank accounts, relating to the 2016 India Cash Remittance. In April  2018, the
Madras High Court granted our application for a stay of the actions of the ITD and li fted the ITD’s attachment of our bank accounts. As part of the interim
stay order, we have deposited 5 bi l l ion Indian rupees ($68 mil l ion at the September 30, 2018 exchange rate) representing 15% of the disputed tax amount
related to the 2016 India Cash Remittance, to be kept in a segregated account by the ITD. This amount is presented in "Other current assets" on our
consolidated statement of financial position. In addition, in Apri l  2018 the court placed a lien on certain time deposits of CTS India in the amount of 28
bil l ion Indian rupees ($387 mil l ion at the September 30, 2018 exchange rate), which is the remainder of the disputed tax amount related to the 2016 India
Cash Remittance. The affected time deposits are considered restricted assets and we have reported them in “Short-
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term investments”  on our consolidated statement of financial position. As of September 30, 2018, the restricted time deposits balance was $405 mi ll ion,
including accumulated interest. There were no restricted time deposits as of December 31, 2017.

Note 10 — Der ivative Financial Instruments

In the normal course of business, we use foreign exchange forward contracts to manage foreign currency exchange rate risk. The estimated fair value of
the foreign exchange forward contracts considers the fol lowing items: discount rate, timing and amount of cash flow and counterparty credit risk. Derivatives
may give rise to credit risks from the possible non-performance by counterparties. Credit risk is general ly l imited to the fair value of those contracts that are
favorable to us. We have l imited our credit risk by entering into derivative transactions only with highly-rated financial institutions, l imiting the amount of
credit exposure with any one financial institution and conducting an ongoing evaluation of the creditworthiness of the financial institutions with which we
do business. In addition, all  the assets and l iabil ities related to our foreign exchange forward contracts set forth in the below table are subject to International
Swaps and Derivatives Association, or ISDA, master netting arrangements or other similar agreements with each individual counterparty. These master netting
arrangements general ly provide for net settlement of all  outstanding contracts with the counterparty in the case of an event of default or a termination event.
We have presented al l the assets and l iabi l i ties related to our foreign exchange forward contracts on a gross basis, with no offsets, in our accompanying
unaudited consolidated statements of financial position. There is no financial  col lateral (including cash collateral) posted or received by us related to our
foreign exchange forward contracts.

The following table provides information on the location and fair values of derivative financial instruments included in our unaudited consolidated
statements of financial  position as of:

    September  30, 2018  December  31, 2017

Designation of Der ivatives  
Location on Statements of

Financial Posit ion  Assets  Liabilit ies  Assets   Liabilit ies

    (in millions)

Foreign exchange forward contracts –
Designated as cash flow hedging
instruments  Other current assets  $ 4  $ —  $ 134  $ —

  Other noncurrent assets  —  —  20  —

  
Accrued expenses and other current

liabi l ities  —  66  —  —

  Other noncurrent l iabi l i ties  —  48  —  —

  Total  4  114  154  —

Foreign exchange forward contracts –
Not designated as hedging
instruments  Other current assets  3  —  —  —

  
Accrued expenses and other current

liabi l ities  —  1  —  5

  Total  3  1  —  5

Total    $ 7  $ 115  $ 154  $ 5

Cash Flow Hedges

We have entered into a series of foreign exchange forward contracts that are designated as cash flow hedges of Indian rupee denominated payments in
India. These contracts are intended to partially offset the impact of movement of exchange rates on future operating costs and are scheduled to mature each
month during 2018, 2019 and the first nine months of 2020. Under these contracts, we purchase Indian rupees and sell  U.S. dol lars. The changes in fair value
of these contracts are initial ly reported in the caption “Accumulated other comprehensive income (loss)”  in our consolidated statements of financial position
and are subsequently reclassified to earnings in the same period the forecasted Indian rupee denominated payments are recorded in earnings. As of
September 30, 2018, we estimate that $50 mi l l ion, net of tax, of net losses related to derivatives designated as cash flow hedges recorded in accumulated
other comprehensive income (loss) is expected to be reclassified into earnings within the next 12 months.
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The notional  value of our outstanding contracts by year of maturity and the net unrealized gains included in accumulated other comprehensive income
(loss) for such contracts were as fol lows as of:

 September  30, 2018  December  31, 2017

 (in millions)

2018 $ 360  $ 1,185

2019 1,215  720

2020 555  —

Total notional value of contracts outstanding $ 2,130  $ 1,905

Net unrealized (losses) gains included in accumulated other comprehensive income (loss), net of taxes $ (90)  $ 115

Upon settlement or maturity of the cash flow hedge contracts, we record the gains or losses, based on our designation at the commencement of the
contract, with the related hedged Indian rupee denominated expense reported within cost of revenues and sell ing, general and administrative expenses.
Hedge ineffectiveness was immaterial for all  periods presented.

The following table provides information on the location and amounts of pre-tax gains and losses on our cash flow hedges for the three months ended
September 30:

 

Change in
Der ivat ive Gains/Losses Recognized

in Accumulated Other
Comprehensive Income (Loss)

(effective por t ion)  

Location of Net Der ivative Gains
Reclassif ied

from Accumulated Other
Comprehensive Income (Loss)

into Income
(effective por tion)  

Net Gains Reclassif ied
from Accumulated Other

Comprehensive Income (Loss)
into Income

(effective por t ion)

 2018  2017    2018  2017

 (in millions)

Foreign exchange forward contracts –
Designated as cash flow hedging
instruments $ (96)  $ 6  Cost of revenues  $ 6  $ 29

     
Sell ing, general and

administrative expenses  1  5

     Total  $ 7  $ 34

The following table provides information on the location and amounts of pre-tax gains and losses on our cash flow hedges for the nine months ended
September 30:

 

Change in
Der ivative Gains/Losses Recognized

in Accumulated Other
Comprehensive Income (Loss)

(effective por tion)  

Location of  Net Der ivat ive Gains
Reclassif ied

from Accumulated Other
Comprehensive Income (Loss)

into Income
(effective por t ion)  

Net Gains Reclassif ied
fr om Accumulated Other

Comprehensive Income (Loss)
into Income

(effective por t ion)

 2018  2017    2018  2017

 (in millions)

Foreign exchange forward contracts –
Designated as cash flow hedging
instruments $ (201)  $ 165  Cost of revenues  $ 54  $ 75

     
Sell ing, general and

administrative expenses  9  14

     Total  $ 63  $ 89

The activity related to the change in net unrealized gains and losses on our cash flow hedges included in accumulated other comprehensive income
(loss) is presented in Note 12.
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Other Derivatives

We use foreign exchange forward contracts to provide an economic hedge against balance sheet exposures to certain monetary assets and liabil ities
denominated in currencies, primari ly the Indian rupee, British pound and Euro, other than the functional currency of our foreign subsidiaries. We entered into
a series of foreign exchange forward contracts that are scheduled to mature in 2018. Realized gains or losses and changes in the estimated fair value of these
derivative financial instruments are recorded in the caption "Foreign currency exchange gains (losses), net" in our consolidated statements of operations.

Additional information related to our outstanding foreign exchange forward contracts not designated as hedging instruments is as fol lows:

 September  30, 2018  December  31, 2017

 Not ional  Fair  Value  Not ional  Fair  Value

 (in millions)

Contracts outstanding $ 460  $ 2  $ 255  $ (5)

The fol lowing table provides information on the location and amounts of realized and unrealized pre-tax gains and losses on our other derivative
financial  instruments for the three and nine months ended September 30:

 
Location of Net Gains (Losses) on

Der ivative Instruments  Amount of  Net Gains (Losses) on Der ivative Instr uments

   
Three Months Ended 

 September 30,  
Nine Months Ended 

 September  30,

   2018  2017  2018  2017

   (in millions)

Foreign exchange forward contracts – Not designated as
hedging instruments

Foreign currency exchange gains
(losses), net  $ 3  $ (3)  $ 23  $ (16)

The related cash flow impacts of al l of our derivative activities are reflected as cash flows from operating activities.

Note 11 — Fair  Value Measurements

We measure our cash equivalents, investments and foreign exchange forward contracts at fair value. The authoritative guidance defines fair value as the
exit price, or the amount that would be received to sel l  an asset or paid to transfer a l iabi l i ty in an orderly transaction between market participants as of the
measurement date. The authoritative guidance also establishes a fair value hierarchy that is intended to increase consistency and comparabil ity in fair value
measurements and related disclosures. The fair value hierarchy is based on inputs to valuation techniques that are used to measure fair value that are either
observable or unobservable. Observable inputs reflect assumptions market participants would use in pricing an asset or l iabi l i ty based on market data
obtained from independent sources while unobservable inputs reflect a reporting enti ty’s pricing based upon their own market assumptions.

The fair value hierarchy consists of the fol lowing three levels:
• Level 1 – Inputs are quoted prices in active markets for identical  assets or l iabi l i ties.
• Level 2 – Inputs are quoted prices for similar assets or l iabil ities in an active market, quoted prices for identical or simi lar assets or l iabil i ties in

markets that are not active, inputs other than quoted prices that are observable and market-corroborated inputs which are derived principal ly
from or corroborated by observable market data.

• Level 3 – Inputs are derived from valuation techniques in which one or more significant inputs or value drivers are unobservable.
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The fol lowing table summarizes our financial assets and (l iabil i ties) measured at fair value on a recurring basis as of September 30, 2018:

 Level 1  Level 2  Level 3  Total

 (in millions)

Cash equivalents:        

Money market funds $ 401  $ —  $ —  $ 401

Commercial  paper and bank deposits —  6  —  6

Total cash equivalents 401  6  —  407

Short-term investments:        

Time deposits(1) —  465  —  465

Available-for-sale investment securities:        

U.S. Treasury and agency debt securities 572  65  —  637

Corporate and other debt securities —  426  —  426

Certi ficates of deposit and commercial  paper —  317  —  317

Asset-backed securities —  318  —  318

Municipal debt securities —  103  —  103

Total avai lable-for-sale investment securities 572  1,229  —  1,801

Held-to-maturi ty investment securities:        

Corporate and other debt securities —  674  —  674

Commercial paper —  454  —  454

Total short-term held-to-maturi ty investment securities —  1,128  —  1,128

Total short-term investments(2) 572  2,822  —  3,394

Long-term investments:        

Held-to-maturi ty investment securities:        

Corporate and other debt securities —  6  —  6

Commercial paper —  12  —  12

Total long-term held-to-maturity investment securities —  18  —  18

Total long-term investments(3) —  18  —  18

Derivative financial instruments - foreign exchange forward contracts:        

Other current assets —  7  —  7

Accrued expenses and other current l iabil ities —  (67)  —  (67)

Other noncurrent l iabi l i ties —  (48)  —  (48)

Total $ 973  $ 2,738  $ —  $ 3,711

            
(1) Includes $405 mill ion in restricted time deposits. See Note 9.
(2) Excludes an equity security invested in a mutual fund valued at $25 mi ll ion based on the NAV of the fund.
(3) Excludes equity and cost method investments of $75 mi ll ion, which are accounted for using the equity method of accounting and at cost,

respectively.
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The fol lowing table summarizes our financial assets and (l iabil i ties) measured at fair value on a recurring basis as of December 31, 2017:

 Level 1  Level 2  Level 3  Total

 (in millions)

Cash equivalents:        

Money market funds $ 334  $ —  $ —  $ 334

Bank deposits —  80  —  80

Commercial  paper —  386  —  386

Total cash equivalents 334  466  —  800

Short-term investments:        

Time deposits —  389  —  389

Available-for-sale investment securities:        

U.S. Treasury and agency debt securities 585  76  —  661

Corporate and other debt securities —  437  —  437

Certi ficates of deposit and commercial  paper —  450  —  450

Asset-backed securities —  295  —  295

Municipal debt securities —  129  —  129

Total avai lable-for-sale investment securities 585  1,387  —  1,972

Held-to-maturi ty investment securities:        

Corporate and other debt securities —  345  —  345

Commercial paper —  397  —  397

Total held-to-maturity investment securities — 742 — 742

Total short-term investments(1) 585  2,518  —  3,103

Long-term investments:        

Held-to-maturi ty investment securities:        

Corporate and other debt securities —  160  —  160

Total held-to-maturity investment securities —  160  —  160

Total long-term investments(2) —  160  —  160

Derivative financial instruments - foreign exchange forward contracts:        

Other current assets —  134  —  134

Accrued expenses and other current l iabil ities —  (5)  —  (5)

Other noncurrent assets —  20  —  20

Total $ 919  $ 3,293  $ —  $ 4,212

            
(1) Excludes an equity security invested in a mutual fund valued at $25 mi ll ion based on the NAV of the fund.
(2) Excludes equity and cost method investments of $74 mi ll ion, which are accounted for using the equity method of accounting and at cost,

respectively.

We measure the fair value of money market funds and U.S. Treasury securities based on quoted prices in active markets for identical assets and therefore
classify these assets as Level 1. The fair value of commercial paper, certificates of deposit, U.S. government agency securities, municipal  debt securities, debt
securities issued by supranational institutions, U.S. and international corporate bonds and foreign government debt securi ties is measured based on relevant
trade data, dealer quotes, or model-driven valuations using significant inputs derived from or corroborated by observable market data, such as yield curves
and credit spreads. We measure the fair value of our asset-backed securities using model-driven valuations based on significant inputs derived from or
corroborated by observable market data such as dealer quotes, available trade information, spread data, current market assumptions on prepayment speeds
and defaults and historical data on deal collateral  performance. The carrying value of deposits approximated fair value as of September 30, 2018 and
December 31, 2017.

We estimate the fair value of each foreign exchange forward contract by using a present value of expected cash flows model. This model calculates the
difference between the current market forward price and the contracted forward price for each foreign
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exchange contract and applies the di fference in the rates to each outstanding contract. The market forward rates include a discount and credit risk factor. The
amounts are aggregated by type of contract and maturity.

During the nine months ended September 30, 2018 and the year ended December 31, 2017, there were no transfers among Level 1, Level 2, or Level 3
financial  assets and liabi l i ties.

Note 12 — Stockholders' Equity

Stock Repurchase Program

We have entered into multiple accelerated stock repurchase agreements, or ASRs, under our stock repurchase program authorized by our Board of
Directors. The ASR activity and related information during the nine months ended September 30, 2018 and the year ended December 31, 2017 were as
fol lows:

  
Purchase Per iod End

Date  Number  of Shares  
Average Repurchase Pr ice

per  Share  ASR Amount

    (in millions)    (in millions)

June 2018 ASR  August 2018  7.6 (1) $ 79.42  $ 600

March 2018 ASR  May 2018  3.7 (2) $ 79.95  $ 300

December 2017 ASR  March 2018  4.0 (3) $ 75.75  $ 300

March 2017 ASR  August 2017  23.7  $ 63.19  $ 1,500
___________________

(1) Includes 6.5 mill ion shares initial ly del ivered in June 2018 and 1.1 mill ion shares delivered in August 2018 upon the final settlement of the ASR.

(2) Includes 3.0 mill ion shares initial ly del ivered in March 2018 and 0.7 mil l ion shares delivered in May 2018 upon the final settlement of the ASR.

(3) Includes 3.6 mill ion shares initial ly del ivered in December 2017 and 0.4 mil l ion shares delivered in March 2018 upon the final settlement of the
ASR.

In addition to the ASR activi ty above, during the nine months ended September 30, 2018, we repurchased 0.3 mill ion shares of our Class A common
stock for $25 mill ion under our existing stock repurchase program approved by our Board of Directors.

Our stock repurchase program allows for the repurchase of $3,500 mill ion of our outstanding shares of Class A common stock, excluding fees and
expenses, through December 31, 2019. As of September 30, 2018, the remaining available balance under our stock repurchase program was $775 mill ion.

Stock repurchases were also made in connection with our stock-based compensation plans, whereby Company shares were tendered by employees for
payment of applicable statutory tax withholdings. In 2017, we also repurchased a l imited number of shares from employees at the repurchase date market
price. For the nine months ended September 30, 2018 and 2017, such repurchases totaled 0.9 mil l ion shares at an aggregate cost of $69 mil l ion, and 0.9
mil l ion shares at an aggregate cost of $57 mill ion, respectively.

Dividends

Dividends on our Class A common stock, including dividend equivalents, during the periods presented were as fol lows:

  
Dividends per

Share  Amount

    (in millions)

2018:     

Three months ended March 31, 2018  $ 0.20  $ 119

Three months ended June 30, 2018  0.20  119

Three months ended September 30, 2018  0.20  117

Nine months ended September 30, 2018    $ 355

2017:     

Three months ended June 30, 2017  $ 0.15  $ 89

Three months ended September 30, 2017  0.15  90

Three months ended December 31, 2017  0.15  89

Year ended December 31, 2017    $ 268
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Accumulated Other  Comprehensive Income (Loss)

Changes in accumulated other comprehensive income (loss) by component were as fol lows for the three and nine months ended September 30, 2018:

 Three Months  Nine Months

 
Before Tax

Amount  
Tax

Effect  
Net of Tax

Amount  
Before Tax

Amount  
Tax

Effect  
Net of Tax

Amount

 (in millions)

Foreign currency translation adjustments:            

Beginning balance $ (79)  $ 7  $ (72)  $ (38)  $ —  $ (38)

Change in foreign currency translation adjustments (14)  2  (12)  (55)  9  (46)

Ending balance $ (93)  $ 9  $ (84)  $ (93)  $ 9  $ (84)

            
Unrealized (losses) on avai lable-for-sale investment securities:            

Beginning balance $ (19)  $ 5  $ (14)  $ (11)  $ 4  $ (7)

Cumulative effect of change in accounting principle(1) —  —  —  —  (1)  (1)

Net unreal ized (losses) arising during the period (1)  —  (1)  (11)  2  (9)

Reclassification of net losses to Other, net 1  —  1  3  —  3

Net change —  —  —  (8)  1  (7)

Ending balance $ (19)  $ 5  $ (14)  $ (19)  $ 5  $ (14)

            
Unrealized gains on cash flow hedges:            

Beginning balance $ (7)  $ (1)  $ (8)  $ 154  $ (39)  $ 115

Unrealized (losses) arising during the period (96)  20  (76)  (201)  44  (157)

Reclassifications of net (gains) to:            

Cost of revenues (6)  1  (5)  (54)  13  (41)

Sell ing, general and administrative expenses (1)  —  (1)  (9)  2  (7)

Net change (103)  21  (82)  (264)  59  (205)

Ending balance $ (110)  $ 20  $ (90)  $ (110)  $ 20  $ (90)

            
Accumulated other comprehensive income (loss):            

Beginning balance $ (105)  $ 11  $ (94)  $ 105  $ (35)  $ 70

Other comprehensive income (loss) (117)  23  (94)  (327)  69  (258)

Ending balance $ (222)  $ 34  $ (188)  $ (222)  $ 34  $ (188)

            
(1) Reflects the adoption of accounting standards as described in Note 1.
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Changes in accumulated other comprehensive income (loss) by component were as fol lows for the three and nine months ended September 30, 2017:

 Three Months  Nine Months

 
Before Tax

Amount  
Tax

Effect  
Net of Tax

Amount  
Before Tax

Amount  
Tax

Effect  
Net of Tax

Amount

 (in millions)

Foreign currency translation adjustments:            

Beginning balance $ (82)  $ —  $ (82)  $ (149)  $ —  $ (149)

Change in foreign currency translation adjustments 33  —  33  100  —  100

Ending balance $ (49)  $ —  $ (49)  $ (49)  $ —  $ (49)

            
Unrealized gains (losses) on available-for-sale investment securi ties:            

Beginning balance $ (3)  $ 1  $ (2)  $ (6)  $ 2  $ (4)

Net unreal ized (losses) gains arising during the period (1)  —  (1)  2  (1)  1

Reclassification of net losses to Other, net 1  —  1  1  —  1

Net change —  —  —  3  (1)  2

Ending balance $ (3)  $ 1  $ (2)  $ (3)  $ 1  $ (2)

            
Unrealized gains on cash flow hedges:            

Beginning balance $ 155  $ (38)  $ 117  $ 51  $ (12)  $ 39

Unrealized gains arising during the period 6  (2)  4  165  (41)  124

Reclassifications of net (gains) to:            

Cost of revenues (29)  7  (22)  (75)  18  (57)

Sell ing, general and administrative expenses (5)  1  (4)  (14)  3  (11)

Net change (28)  6  (22)  76  (20)  56

Ending balance $ 127  $ (32)  $ 95  $ 127  $ (32)  $ 95

            
Accumulated other comprehensive income (loss):            

Beginning balance $ 70  $ (37)  $ 33  $ (104)  $ (10)  $ (114)

Other comprehensive income (loss) 5  6  11  179  (21)  158

Ending balance $ 75  $ (31)  $ 44  $ 75  $ (31)  $ 44

Note 13 — Commitments and Contingencies

We are involved in various claims and legal  actions arising in the ordinary course of business. We accrue a l iabil i ty when a loss is considered probable
and the amount can be reasonably estimated. When a material loss contingency is reasonably possible but not probable, we do not record a l iabi l ity, but
instead disclose the nature and the amount of the claim, and an estimate of the loss or range of loss, i f such an estimate can be made. Legal fees are expensed
as incurred. In the opinion of management, the outcome of any existing claims and legal or regulatory proceedings, other than the specific matters described
below, if decided adversely, is not expected to have a material adverse effect on our business, financial  condition, resul ts of operations and cash flows.

We have substantially completed our internal investigation focused on whether certain payments relating to Company-owned faci l i ties in India were
made improperly and in possible violation of the FCPA and other applicable laws. The investigation, which began in 2016, has also examined various other
payments made in smal l amounts in India that may not have complied with Company pol icy or applicable law. In September 2016, we voluntari ly notified
the DOJ and SEC and are cooperating ful ly with both agencies. The investigation has been conducted under the oversight of the Audit Committee, with the
assistance of outside counsel. In connection with the investigation, during the year ended December 31, 2016, we recorded out-of-period corrections related
to $4 mill ion of potential ly improper payments between 2009 and 2016 that had been previously capital ized when they should have been expensed. These
out-of-period corrections were not material to any previously issued financial statements. There were no adjustments recorded during 2018 and 2017 related
to the amounts under investigation.
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The Company’s discussions with the DOJ and SEC have progressed to a point where the Company can now reasonably estimate a probable loss and has
recorded the FCPA Accrual of $28 mil l ion in the caption “Accrued expenses and other current l iabi l i ties”  in our consol idated statements of financial
posi tion. There can be no assurance as to the timing of a final resolution of these matters with the DOJ and SEC.

The DOJ and the SEC have a broad range of civil and criminal sanctions under the FCPA and other laws and regulations including injunctive relief,
disgorgement, fines, penalties, modifications to business practices, including the termination or modification of existing business relationships, the
imposition of compliance programs and the retention of a monitor to oversee compliance with the FCPA. The Company will  continue to evaluate the amount
of i ts l iabi l i ty pending final resolution of the discussions with the DOJ and SEC.

In addition, the DOJ and the SEC could bring enforcement actions against the Company or individuals, including former members of senior
management. Such actions, i f brought, could result in dispositions, judgments, settlements, fines, injunctions, cease and desist orders, debarment or other
civi l or criminal penalties against the Company or such individuals. The Company cannot currently assess the potential l iabi l ity that might be incurred if a
settlement is not reached and the government were to l itigate the matter. As such, based on the information available at this time any additional l iabi l i ty
related to this matter is not reasonably estimable.

We expect to incur additional expenses related to remedial measures, and may incur additional  expenses related to fines. The imposition of any
sanctions or the implementation of remedial  measures could have a material adverse effect on our business, annual and interim results of operations, cash
flows and financial condition.

On October 5, 2016, October 27, 2016, and November 18, 2016, three putative securities class action complaints were fi led in the United States District
Court for the District of New Jersey, naming us and certain of our current and former officers as defendants. In an order dated February 3, 2017, the United
States District Court for the District of New Jersey consolidated the three putative securities class actions into a single action and appointed lead plainti ffs
and lead counsel. On Apri l 7, 2017, the lead plainti ffs fi led a consolidated amended complaint on behalf of a putative class of stockholders who purchased
our common stock during the period between February 27, 2015 and September 29, 2016, naming us and certain of our current and former officers as
defendants and al leging violations of the Exchange Act, based on allegedly false or misleading statements related to potential  violations of the FCPA, our
business, prospects and operations, and the effectiveness of our internal controls over financial reporting and our disclosure controls and procedures. The lead
plaintiffs seek an award of compensatory damages, among other relief, and their reasonable costs and expenses, including attorneys’ fees. Defendants fi led a
motion to dismiss the consolidated amended complaint on June 6, 2017, and the motion to dismiss was ful ly briefed as of September 5, 2017. On August 8,
2018, the Court issued an order which granted the motion to dismiss in part, including dismissal of al l claims against current officers of the Company, and
denied them in part. On September 7, 2018, we fi led a motion in the United States District Court for the District of New Jersey to certify the August 8, 2018
order for immediate appeal to the United States Court of Appeals for the Third Circuit pursuant to 28 U.S.C. § 1292(b). Plaintiffs fi led a response to the
motion on September 28, 2018, and we fi led a reply on October 9, 2018.

On October 31, 2016, November 15, 2016, and November 18, 2016, three putative shareholder derivative complaints were fi led in New Jersey Superior
Court, Bergen County, naming us, al l  of our then current directors and certain of our current and former officers as defendants. On January 24, 2017, the New
Jersey Superior Court, Bergen County, consolidated the three putative shareholder derivative actions fi led in that court into a single action and appointed
lead plaintiff and lead counsel. The complaints assert claims for breach of fiduciary duty, corporate waste, unjust enrichment, abuse of control ,
mismanagement, and/or insider sell ing by defendants. On March 16, 2017, the parties fi led a stipulation deferring all  further proceedings pending a final,
non-appealable rul ing on the then anticipated motion to dismiss the consolidated putative securities class action. On April  26, 2017, in l ieu of ordering the
stipulation fi led by the parties, the New Jersey Superior Court deferred further proceedings by dismissing the consol idated putative shareholder derivative
li tigation without prejudice but permitting the parties to fi le a motion to vacate the dismissal in the future. On February 22, 2017, a fourth putative
shareholder derivative complaint asserting similar claims was fi led in the United States District Court for the District of New Jersey, naming us and certain of
our then current directors as defendants. On Apri l 5, 2017, the United States District Court for the District of New Jersey entered an order staying al l
proceedings pending a final, non-appealable ruling on the then anticipated motion to dismiss the consolidated putative securities class action. On Apri l 7,
2017, a fifth putative shareholder derivative complaint was fi led in the United States District Court for the District of New Jersey, naming us, certain of our
then current directors, and certain of our current and former officers as defendants. The complaint in that action asserts claims similar to those in the
previously-fi led putative shareholder derivative actions, but also adds a claim for violations of Section 10(b) of the Exchange Act against the individual
defendants. On May 10, 2017, a sixth putative shareholder derivative complaint was fi led in the United States District Court for the District of New Jersey,
naming us, certain of our then current directors, and certain of our current and former officers as defendants. The complaint in that action asserts claims similar
to those in the previously-fi led putative shareholder derivative actions, but also adds a claim for violations of Section
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14(a) of the Exchange Act against the individual defendants. In an order dated June 20, 2017, the United States District Court for the District of New Jersey
consolidated the three putative shareholder derivative actions fi led in that court into a single action, appointed lead plaintiff and lead counsel, and stayed al l
further proceedings pending a final, non-appealable rul ing on the motions to dismiss the consolidated putative securities class action. Al l  of the putative
shareholder derivative complaints al lege among other things that certain of our public disclosures were false and misleading by fail ing to disclose that
payments allegedly in violation of the FCPA had been made and by asserting that management had determined that our internal  controls were effective. The
plaintiffs seek awards of compensatory damages and resti tution to the Company as a result of the alleged violations and their costs and attorneys’ fees,
experts’ fees, and other l itigation expenses, among other relief.

We are presently unable to predict the duration, scope or resul t of the consol idated putative securities class action, the putative shareholder derivative
actions or any other lawsuits. As such, we are presently unable to develop a reasonable estimate of a possible loss or range of losses, if any, and thus have not
recorded any accruals related to these matters. While the Company intends to defend the lawsuits vigorously, these lawsuits and any other related lawsuits are
subject to inherent uncertainties, the actual cost of such l itigation will depend upon many unknown factors and the outcome of the l itigation is necessari ly
uncertain.

We have indemnification and expense advancement obl igations pursuant to our Bylaws and indemnification agreements with respect to certain current
and former members of senior management and the Company’s directors. In connection with the internal investigation, we have received requests under such
indemnification agreements and our Bylaws to provide funds for legal fees and other expenses, and expect additional requests in connection with the
investigation and related li tigation. We have not recorded any liabil ity for these matters as of September 30, 2018 as we cannot estimate the ultimate
outcome at this time but have expensed payments made through September 30, 2018.

We have maintained directors and officers insurance, from which a portion of the indemnification expenses and costs related to the putative securities
class action complaints may be recoverable, and have recorded an insurance receivable of less than $1 mi ll ion as of September 30, 2018.

See Note 9 for information relating to the ITD Dispute.

Many of our engagements involve projects that are cri tical to the operations of our customers’ business and provide benefits that are difficul t to
quantify. Any fai lure in a customer’s systems or our failure to meet our contractual obligations to our customers, including any breach involving a customer’s
confidential information or sensitive data, or our obligations under applicable laws or regulations could result in a claim for substantial damages against us,
regardless of our responsibil ity for such failure. Although we attempt to contractually l imit our l iabil i ty for damages arising from negligent acts, errors,
mistakes, or omissions in rendering our services, there can be no assurance that the limitations of l iabil ity set forth in our contracts wi l l be enforceable in al l
instances or will  otherwise protect us from liabil i ty for damages. Although we have general l iabi l ity insurance coverage, including coverage for errors or
omissions, there can be no assurance that such coverage wil l cover al l types of claims, continue to be available on reasonable terms or wil l be available in
sufficient amounts to cover one or more large claims, or that the insurer wil l not disclaim coverage as to any future claim. The successful assertion of one or
more large claims against us that exceed or are not covered by our insurance coverage or changes in our insurance pol icies, including premium increases or
the imposition of large deductible or co-insurance requirements, could have a material adverse effect on our business, resul ts of operations, financial
condition and cash flows.

In the normal course of business and in conjunction with certain customer engagements, we have entered into contractual arrangements through which
we may be obligated to indemnify customers or other parties with whom we conduct business with respect to certain matters. These arrangements can include
provisions whereby we agree to hold the indemnified party and certain of their affi l iated enti ties harmless with respect to third-party claims related to such
matters as our breach of certain representations or covenants, our intellectual property infringement, our gross negligence or willful misconduct or certain
other claims made against certain parties. Payments by us under any of these arrangements are generally conditioned on the customer making a claim and
providing us with ful l control over the defense and settlement of such claim. It is not possible to determine the maximum potential l iabil ity under these
indemnification agreements due to the unique facts and circumstances involved in each particular agreement. Historical ly, we have not made payments under
these indemnification agreements and therefore they have not had any impact on our operating results, financial position, or cash flows. However, if events
arise requiring us to make payment for indemnification claims under our indemnification obligations in contracts we have entered, such payments could have
material impact on our business, results of operations, financial condition and cash flows.
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Note 14 — Related Party Transactions

Brackett B. Denniston, III was the Interim General  Counsel and an executive officer of the Company from December 2016 unti l May 15, 2017, during
which period Mr. Denniston was also a Senior Counsel at the law fi rm of Goodwin Procter LLP, or Goodwin. During the three and nine months ended
September 30, 2017, Goodwin performed legal services for the Company for which it earned approximately $1 mill ion and $4 mill ion, respectively. For such
period and other periods when Goodwin was a related party of the Company, the provision of legal services from Goodwin was reviewed and approved by our
Audit Committee. During the nine months ended September 30, 2018, Goodwin was not a related party of the Company.

Note 15 — Segment Information

Our reportable segments are:

• Financial Services, which consists of our banking and insurance operating segments;

• Healthcare, which consists of our healthcare and li fe sciences operating segments;

• Products and Resources, which consists of our retail and consumer goods, manufacturing and logistics, travel and hospital ity, and energy and
uti l ities operating segments; and

• Communications, Media and Technology, which includes our communications and media operating segment and our technology operating
segment.

Our sales managers, account executives, account managers and project teams are al igned in accordance with the specific industries they serve. Our chief
operating decision maker evaluates the Company’s performance and al locates resources based on segment revenues and operating profit. Segment operating
profi t is defined as income from operations before unallocated costs. General ly, operating expenses for each operating segment have similar characteristics
and are subject to the same factors, pressures and challenges. However, the economic environment and its effects on industries served by our operating
segments may affect revenues and operating expenses to differing degrees.

In 2018, we made changes to the internal measurement of segment operating profi ts for the purpose of evaluating segment performance and resource
allocation. The primary reason for the changes is to charge to our business segments costs that are directly managed and controlled by them. Specifically,
segment operating profi t now includes the stock-based compensation expense of sales managers, account executives, account managers and project teams,
which was previously included in "unallocated costs." In addition, we have changed the methodology of charging our business segments for the use of our
global delivery centers and infrastructure from a fixed per employee charge to a variable per employee charge that differs depending on location and assets
deployed. We have reported our segment operating profits using the new measurement methodology and have restated the prior period results to conform to
the new methodology.

Expenses included in segment operating profi t consist principal ly of direct sel l ing and delivery costs (including stock-based compensation expense) as
well  as a per employee charge for use of our global delivery centers and infrastructure. Certain sell ing, general and administrative expenses, excess or
shortfal l of incentive compensation for delivery personnel as compared to target, costs related to our real ignment program, a portion of depreciation and
amortization and the impact of the settlements of our cash flow hedges are not al located to individual segments in internal management reports used by the
chief operating decision maker. Accordingly, such expenses are excluded from segment operating profit and are separately disclosed as “unallocated costs”
and adjusted against our total income from operations. Additionally, management has determined that i t is not practical  to allocate identifiable assets by
segment, since such assets are used interchangeably among the segments.

As described in Note 3 to our unaudited consolidated financial statements, on January 1, 2018, we adopted the New Revenue Standard, using the
modified retrospective method. Results for reporting periods beginning after January 1, 2018 are presented under the New Revenue Standard, while prior
period amounts are not adjusted and continue to be reported in accordance with our historic accounting policies.
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Revenues from external customers and segment operating profits, before unallocated expenses, by reportable segment were as fol lows:

 
Three Months Ended 

 September 30,  
Nine Months Ended 

 September  30,

 2018  2017  2018  2017

 (in millions)

Revenues:        

Financial Services $ 1,464  $ 1,427  $ 4,394  $ 4,209

Healthcare 1,189  1,085  3,466  3,138

Products and Resources 863  774  2,524  2,258

Communications, Media and Technology 562  480  1,612  1,377

Total revenues $ 4,078  $ 3,766  $ 11,996  $ 10,982

        

Segment Operating Profit:        

Financial Services $ 446  $ 476  $ 1,355  $ 1,348

Healthcare 382  352  1,077  971

Products and Resources 267  248  781  695

Communications, Media and Technology 184  159  522  450

Total segment operating profi t 1,279  1,235  3,735  3,464

Less: unallocated costs 534  587  1,627  1,640

Income from operations $ 745  $ 648  $ 2,108  $ 1,824

Geographic Area Information

Revenue and long-l ived assets, by geographic area, are as fol lows:

 
Three Months Ended 

 September 30,  
Nine Months Ended 

 September  30,

 2018  2017  2018  2017

 (in millions)

Revenues: (1)        

North America (2) $ 3,107  $ 2,891  $ 9,149  $ 8,503

United Kingdom 325  301  944  863

Rest of Europe 398  327  1,153  903

Europe - Total 723  628  2,097  1,766

Rest of World (3) 248  247  750  713

Total revenues $ 4,078  $ 3,766  $ 11,996  $ 10,982

 As of

 September  30, 2018  December  31, 2017

 (in millions)

Long-l ived Assets: (4)    

North America(2) $ 420  $ 360

Europe 90  63

Rest of World (3)(5) 852  901

Total $ 1,362  $ 1,324

________________
(1) Revenues are attributed to regions based upon customer location.
(2) Substantial ly al l relates to operations in the United States.
(3) Includes our operations in Asia Paci fic, the Middle East and Latin America.

(4) Long-l ived assets include property and equipment, net of accumulated depreciation and amortization.
(5) Substantial ly al l of these long-l ived assets relate to our operations in India.
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Note 16— Subsequent Events

Acquisitions

In the fourth quarter of 2018, we entered into an agreement to acquire Softvision and completed the acquisitions of Advanced Technology Group, or
ATG, and SaaSfocus. The combined preliminary purchase price for these three transactions is approximately $635 mill ion. Softvision is a privately held
digital engineering and consulting company that focuses on agile development of custom cloud-based software and platforms. The acquisition of Softvision
will  expand our digital engineering practice and is expected to close during the fourth quarter of 2018. ATG is a privately held consulting firm that helps
companies plan, implement, and optimize automated cloud-based Quote-to-Cash business processes and technologies. SaaSfocus is a privately held
consulting firm special izing in digi tal transformation, leveraging the Salesforce platform. The SaaSfocus and ATG acquisitions are expected to strengthen
and expand our Salesforce practice.

Dividend

On October 29, 2018, our Board of Directors approved the Company's declaration of a $0.20 per share dividend with a record date of November 20,
2018 and a payment date of November 30, 2018.
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Item 2.     Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Executive Summary

We are one of the world’s leading professional services companies. We are in business to help our customers adapt, compete and grow in the face of
continual shifts and disruptions within their markets. We do so by partnering with them to apply technology to transform their business, operating, and
technology models, al lowing them to achieve the ful l value of digitizing their entire enterprises. We call this being “digital at scale.”  When implemented, i t
enables customers to achieve more efficient and effective operations while reshaping their business models for innovation and growth. Our industry-based,
consultative approach helps customers envision, bui ld and run more innovative and efficient businesses. Our core competencies include: business, process,
operations and technology consulting, appl ication development and systems integration, enterprise information management, appl ication testing,
application maintenance, information technology, or IT, infrastructure services, and business process services. We tailor our services and solutions to specific
industries and use an integrated global del ivery model that employs customer service teams based at customer locations and delivery teams located at
dedicated global and regional del ivery centers.

In 2017, we began a real ignment of our business to improve the overal l  efficiency of our operations while continuing to drive revenue growth. As a
continuation of this real ignment program, during the three months ended September 30, 2018, we incurred $11 mill ion in pre-tax severance costs as part of an
involuntary separation program. We may incur addi tional  realignment charges for the remainder of 2018 and in 2019. Our realignment initiatives are
intended to further improve our cost structure primarily by optimizing our resource pyramid. In addition, to accelerate our shift to digi tal  services and
solutions, we are continuing to deploy the fol lowing strategies: aligning our digi tal services and solutions along three practice areas, investing to scale these
digital practice areas across our business segments and geographies, continuing to develop our core business and selectively targeting higher margin work
within our core business. We bel ieve the above actions and strategies wil l enable us to gradually expand our non-GAAP operating margins1 with the goal of
achieving an approximately 22% non-GAAP operating margin1 in 2019.There can be no assurances that we wil l be successful in achieving the objectives of
these plans or that other factors beyond our control, including the various risks set forth in "Part I, Item 1A. Risk Factors”  in our Annual Report on Form 10-K
for the year ended December 31, 2017, wil l  not cause us to fail to achieve the targeted improvements.

In February 2017, we announced a plan to return $3.4 bil l ion to our stockholders over a two-year period. To date, as part of this plan, we have
repurchased $2.7 bil l ion of stock through accelerated stock repurchase agreements, or ASRs, and paid dividends of $617 mil l ion. In May 2017, we ini tiated a
quarterly cash dividend and, in February 2018, we increased our quarterly dividend to $0.20 per share from $0.15 per share. We are currently reviewing our
capital return plan, considering the impact of the Tax Cuts and Jobs Act, or Tax Reform Act, our financial performance and liquidity position, investments
required to execute our strategic plans and initiatives, the economic outlook, regulatory changes and other relevant factors.

We have substantially completed our internal investigation focused on whether certain payments relating to Company-owned faci l i ties in India were
made improperly and in possible violation of the U.S. Foreign Corrupt Practices Act, or FCPA, and other applicable laws. The investigation, which began in
2016, has also examined various other payments made in small amounts in India that may not have complied with Company policy or applicable law. In
September 2016, we voluntarily notified the Department of Justice, or DOJ, and the Securities and Exchange Commission, or SEC, and are cooperating ful ly
with both agencies. The investigation has been conducted under the oversight of the Audit Committee, wi th the assistance of outside counsel. In connection
with the investigation, during the year ended December 31, 2016, we recorded out-of-period corrections related to $4 mil l ion of potentially improper
payments between 2009 and 2016 that had been previously capitalized when they should have been expensed. There were no adjustments recorded during
2018 or 2017 related to the amounts under investigation.

The Company’s discussions with the DOJ and SEC have progressed to a point where the Company can now reasonably estimate a probable loss and has
recorded an accrual of $28 mill ion, or FCPA Accrual. There can be no assurance as to the timing of a final resolution of these matters with the DOJ and SEC.

            
1 Non-GAAP operating margin is not a measurement of financial performance prepared in accordance with GAAP. See “Non-GAAP Financial

Measures”  for more information and a reconci l iation to the most directly comparable GAAP financial measure.
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The fol lowing table sets forth summarized operating results for the three months ended September 30, 2018 and 2017:

        Increase / Decrease

  2018  2017  $  %

  (Dollars in millions, except per  share data)

Revenues  $ 4,078   $ 3,766   $ 312  8.3

Income from operations and operating margin  745 18.3%  648 17.2%  97  15.0

Net income  477   495   (18)  (3.6)

Diluted earnings per share  0.82   0.84   (0.02)  

Other Financial Information2         

Non-GAAP income from operations and Non-GAAP operating margin  862 21.1%  754 20.0%  108  14.3

Non-GAAP diluted earnings per share  1.19   0.98   0.21  

On January 1, 2018, we adopted ASC Topic 606, “Revenue from Contracts with Customers,”  or New Revenue Standard, using the modified
retrospective method. Results for reporting periods beginning after January 1, 2018 are presented under the New Revenue Standard, while prior period
amounts are not adjusted and continue to be reported in accordance with our historic accounting policies. For the three months ended September 30, 2018,
adoption of the New Revenue Standard had a positive impact on revenue of $33 mil l ion, income from operations of $37 mill ion and diluted earnings per
share of $0.05 per share. See Note 3 to our unaudited consolidated financial  statements for additional information.

The fol lowing charts set forth revenues and revenue growth by business segment and geography for the three months ended September 30, 2017 and
2018:

The fol lowing factors impacted our revenue growth during the three months ended September 30, 2018 as compared to September 30, 2017:

• Solid performance in our Communications, Media and Technology, Products and Resources and Healthcare segments;

• Revenues in our Financial Services business segment grew below Company average as certain banking customers continue to optimize the cost of
supporting their legacy IT systems and operations, including moving a portion of their services to captives, as they shift their spend to
transformation and digital services;

• Sustained strength in the North American market;

            
2 Non-GAAP income from operations, non-GAAP operating margin and non-GAAP earnings per share are not measurements of financial performance

prepared in accordance with GAAP. See “Non-GAAP Financial  Measures”  for more information and a reconcil iation to the most directly comparable
GAAP financial measures.
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• Revenues from our customers in Europe grew 15.1% inclusive of a negative currency impact of 1.3%;

◦ Revenues from our Rest of Europe customers increased 21.7% inclusive of a negative currency impact of 2.0%;

◦ Revenues from our United Kingdom customers increased 8.0% inclusive of a negative currency impact of 0.5%. Revenue growth in the
United Kingdom continues to be negatively affected by weakness in the banking sector in that region;

•  Revenues from our customers in our Rest of World region grew 0.4% inclusive of a negative currency impact of 5.9%;

• Increased customer spending on discretionary projects;

• Expansion of our service offerings, including consulting and digital services, next-generation IT solutions and platform-based solutions;

• Continued expansion of the market for global delivery of technology and business process services; and

• Increased penetration at existing customers, including strategic customers.

Our customers seek to meet a dual mandate of achieving more efficient and effective operations, whi le investing in digital technologies that are
reshaping their business models. Increasingly, the relative emphasis among our customers is shifting towards investment and innovation, as reflected in
accelerated demand for our digi tal services. We continue to see demand for larger, more complex projects that are transformational for our customers,
including managed services contracts. Such contracts may have longer sales cycles and ramp-up periods and could lead to greater period-to-period variabil i ty
in our operating resul ts. We increased the number of strategic customers by 7 during the quarter, bringing the total number of our strategic customers to 378.
We define a strategic customer as one offering the potential  to generate at least $5 mil l ion to $50 mill ion or more in annual revenues at maturity.

Our operating margin increased to 18.3% for the quarter ended September 30, 2018 from 17.2% for the quarter ended September 30, 2017, while our
non-GAAP operating margin for the same period increased to 21.1%3 from 20.0%3. The increases in both our GAAP and non-GAAP operating margins were
due to a decrease, as a percentage of revenues, in compensation and benefit costs and the depreciation of the Indian rupee against the U.S. dol lar, partially
offset by an increase in fees paid to strategic partners and other vendors in our digital operations, platform and infrastructure services, the impact of the FCPA
Accrual recorded in the third quarter of 2018 and lower gains on settlement of our cash flow hedges in 2018 compared to 2017. Our GAAP operating margin
was further negatively impacted by the increase in amortization expense due to recent acquisitions.

On December 22, 2017, the United States enacted the Tax Reform Act, which significantly revised the U.S. corporate income tax law for tax years
beginning after December 31, 2017. During the fourth quarter of 2017, we recorded a one-time provisional net income tax expense of $617 mil l ion. During
the three months ended September 30, 2018, we recognized a $5 mill ion reduction to the provision for income taxes as we finalized our calculation of the
one-time net income tax expense related to the enactment of the Tax Reform Act, bringing the one-time cost to $612 mil l ion. See Note 9 to our unaudited
consolidated financial statements for additional information.

During the quarter ended September 30, 2018, the state of New Jersey enacted comprehensive budget legislation that included various changes to the
state's tax laws. This legislation did not have a material effect on our income tax provision during the three and nine months ended September 30, 2018.
Additional provisions were signed into law in October 2018 that, as enacted, would result in an incremental annual income tax expense of approximately $70
mil l ion beginning in 2018. However, we intend to implement prudent and feasible tax planning strategies during the fourth quarter of 2018, which we expect
to significantly reduce the income tax expense resulting from the enacted legislation. Also, we are exploring additional tax planning strategies and are
seeking relief from the state of New Jersey, ei ther or both of which may further reduce the impact of the legislation.

During the quarters ended September 30, 2018 and 2017, we incurred $5 mill ion and $9 mi ll ion, respectively, in costs related to the FCPA investigation
and related lawsuits. We expect to continue to incur expenses related to these matters.

We are involved in an ongoing dispute with the Indian Income Tax Department, or ITD, in connection with which we received a notice in March 2018
asserting that the ITD is owed additional taxes on our previously disclosed 2016 India Cash Remittance, the transaction undertaken by our principal
operating subsidiary in India, or CTS India, to repurchase shares from its shareholders, which are non-Indian Cognizant entities, valued at $2.8 bil l ion. As a
result of that transaction, undertaken pursuant to a plan approved by the Madras High Court in Chennai, India, we previously paid $135 mil l ion in Indian
income taxes, which we believe are all  the applicable taxes owed for this transaction under Indian law. The ITD is asserting that we owe an additional  33
bil l ion

            
3 Non-GAAP operating margin is not a measurement of financial performance prepared in accordance with GAAP. See “Non-GAAP Financial

Measures”  for more information and a reconci l iation to the most directly comparable GAAP financial measures.
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Indian rupees ($455 mil l ion at the September 30, 2018 exchange rate) related to the 2016 India Cash Remittance. In addition to the dispute on the 2016 India
Cash Remittance, we are involved in another ongoing dispute with the ITD relating to a 2013 transaction undertaken by CTS India to repurchase shares from
its shareholders valued at $523 mill ion (the two disputes collectively referred to as the ITD Dispute), for which we also believe we have paid all  applicable
taxes owed. Accordingly, we have not recorded any reserves for these matters as of September 30, 2018. The ITD Dispute is ongoing, and no final decision
has been reached. While we believe that we have paid all  applicable taxes related to the transactions underlying the ITD Dispute, i f it is ultimately
determined that we are liable for the full  amount of additional taxes the ITD alleges we owe, there could be a material adverse effect on our results of
operations, cash flows and financial condition.

In March 2018, the ITD placed an attachment on certain of our India bank accounts, relating to the 2016 India Cash Remittance. In Apri l 2018, the
Madras High Court granted our application for a stay of the actions of the ITD and li fted the ITD’s attachment of our bank accounts. As part of the interim
stay order, we have deposited 5 bi l l ion Indian rupees ($68 mil l ion at the September 30, 2018 exchange rate) representing 15% of the disputed tax amount
related to the 2016 India Cash Remittance, to be kept in a segregated account by the ITD. This amount is presented in "Other current assets" on our
consolidated statement of financial  position. In addition, the court has placed a l ien on certain time deposits of CTS India in the amount of 28 bi l l ion Indian
rupees ($387 mill ion at the September 30, 2018 exchange rate), which is the remainder of the disputed tax amount related to the 2016 India Cash Remittance.
The affected time deposits are considered restricted assets and we have reported them in “Short-term investments”  on our consolidated statement of financial
posi tion. As of September 30, 2018, the restricted time deposits balance was $405 mil l ion, including accumulated interest. See Note 9 to our unaudited
consolidated financial statements for additional information.

We finished the third quarter of 2018 with approximately 274,200 employees, which is an increase of approximately 18,100 as compared to
September 30, 2017. Annualized turnover, including both voluntary and involuntary, was approximately 22.3% for the three months ended September 30,
2018. The higher than usual annualized turnover rate reflects the highly competitive labor market in our industry in the geographies in which we compete for
talent, including India. Annualized attrition rates on-si te at customers are below our global attri tion rate. In addition, attrition is weighted towards the more
junior members of our staff.

During the remainder of 2018, barring any unforeseen events, we expect the following factors to affect our business and our operating results:

• Demand from our customers for digi tal services;

• Our customers' dual  mandate of simultaneously achieving cost savings while investing in transformation and innovation;

• Continued focus by customers on directing technology spending towards cost containment projects;

• Discretionary spending by our customers may be negatively affected by international trade policies as well  as other macroeconomic factors;

• Secular changes driven by evolving digital technologies and regulatory changes, including potential regulatory changes with respect to
immigration and taxes;

• Demand from certain banking customers may continue to be negatively affected by their ongoing efforts to optimize the cost of supporting their
legacy IT systems and operations, including moving a portion of their services to captives, as they shift their spend to transformation and digital
services;

• Demand from our healthcare customers may continue to be affected by the uncertainty in the regulatory and secular environments;

• Demand among our technology customers may be affected by uncertainty in the regulatory environment whi le significant merger and acquisition
activity continues to impact our customers in the communications and media industry;

• Legal fees and other expenses related to the internal investigation and related matters as described above; and

• Volatil i ty in foreign currency rates.

In response to this environment, we plan to:

• Continue to invest in our digital practice areas of focus across industries and geographies;

• Continue to invest in our talent base, including through local hiring and re-skil l ing, and new service offerings, including digital  technologies and
new delivery models;

• Partner with our existing customers to garner an increased portion of our customers’ overal l spend by providing innovative solutions;
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• Focus on growing our business in Europe, the Middle East, Asia Pacific and Latin America, where we believe there are opportunities to gain market
share;

• Increase our strategic customer base across all of our business segments;

• Pursue strategic acquisition opportunities that we believe add new technologies, including digital technologies, or platforms that complement our
existing services, improve our overall  service delivery capabili ties, and/or expand our geographic presence; and

• Focus on operating discipline in order to appropriately manage our cost structure.

Business Segments

Our reportable segments are:

• Financial Services, which consists of our banking and insurance operating segments;

• Healthcare, which consists of our healthcare and li fe sciences operating segments;

• Products and Resources, which consists of our retail and consumer goods, manufacturing and logistics, travel and hospital ity, and energy and
uti l ities operating segments; and

• Communications, Media and Technology, which includes our communications and media operating segment and our technology operating
segment.

See Note 15 to our unaudited consolidated financial statements for additional information on our business segments.

We provide a significant volume of services to many customers in each of our business segments. Therefore, a loss of a significant customer or a few
significant customers in a particular segment could material ly reduce revenues for that segment. However, no individual  customer accounted for sales in
excess of 10% of our consol idated revenues for the periods ended September 30, 2018 and 2017. In addition, the services we provide to our larger customers
are often cri tical to the operations of such customers. As such, we believe that a termination of our services would in many instances require an extended
transition period with gradual ly declining revenues.
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Results of Operations

Three Months Ended September 30, 2018 Compared to Three Months Ended September 30, 2017

The fol lowing table sets forth, for the periods indicated, certain financial data for the three months ended September 30:

   % of    % of  Increase / Decrease(1)

 2018(1)  Revenues  2017(1)  Revenues  $  %

 (Dollar s in millions, except per  share data)

Revenues $ 4,078  100.0  $ 3,766  100.0  $ 312  8.3

Cost of revenues(2) 2,480  60.8  2,337  62.1  143  6.1

Sell ing, general and administrative expenses(2) 734  18.0  674  17.9  60  8.9

Depreciation and amortization expense 119  2.9  107  2.8  12  11.2

Income from operations 745  18.3  648  17.2  97  15.0

Other income (expense), net (83)    10    (93)  (930.0)

Income before provision for income taxes 662  16.2  658  17.5  4  0.6

Provision for income taxes (185)    (164)    (21)  12.8

Income from equity method investments —    1    (1)  

Net income $ 477  11.7  $ 495  13.1  $ (18)  (3.6)

Diluted earnings per share $ 0.82    $ 0.84    $ (0.02)  

            

Other Financial Information(3)            

Non-GAAP income from operations and non-GAAP
operating margin $ 862  21.1  $ 754  20.0  $ 108  14.3

Non-GAAP diluted earnings per share $ 1.19    $ 0.98    $ 0.21   
_____________________
(1) On January 1, 2018, we adopted the New Revenue Standard using the modified retrospective method. Results for reporting periods beginning after

January 1, 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in
accordance with our historic accounting policies. For the three months ended September 30, 2018, adoption of the New Revenue Standard had a
positive impact on revenue of $33 mill ion, income from operations of $37 mil l ion and diluted earnings per share of $0.05 per share. See Note 3 to
our unaudited consolidated financial statements for additional information.

(2) Exclusive of depreciation and amortization expense.

(3) Non-GAAP income from operations, non-GAAP operating margin and non-GAAP diluted earnings per share are not measurements of financial
performance prepared in accordance with GAAP. See “Non-GAAP Financial Measures”  for more information and a reconcil iation to the most directly
comparable GAAP financial measure.

Revenues - Overall

Our revenue growth was primari ly attributed to services related to integration of digital technologies that are reshaping our customers' business,
operating and technology models to al ign with shifts in consumer preferences, increased customer spending on discretionary projects, continued interest in
using our global del ivery model as a means to reduce overal l technology and operations costs and continued penetration in all  our geographic markets.
Revenues from customers added since September 30, 2017 were $114 mil l ion and represented 36.6% of the period-over-period revenue increase.

Our consulting and technology services revenues for the three months ended September 30, 2018 increased by 6.6% compared to the three months
ended September 30, 2017 and represented 57.7% of total revenues for the three months ended September 30, 2018. Our outsourcing services revenues for the
three months ended September 30, 2018 increased by 10.7% and consti tuted 42.3% of total revenues for the three months ended September 30, 2018.

On January 1, 2018, we adopted the New Revenue Standard using the modified retrospective method. For the three months ended September 30, 2018,
adoption of the New Revenue Standard had a posi tive impact on revenue of $33 mil l ion. See Note 3 to our unaudited consolidated financial statements for
additional information.
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Revenues from our top customers as a percentage of total revenues were as follows:

  Three Months Ended September 30,

  2018  2017

Top five customers  8.7%  8.9%

Top ten customers  15.5%  14.9%

Revenues - Reportable Business Segments

Revenues by reportable business segment were as fol lows for the three months ended September 30:

  2018  2017  

Increase

$  %

  (Dollars in millions)

Financial Services  $ 1,464  $ 1,427  $ 37  2.6

Healthcare  1,189  1,085  104  9.6

Products and Resources  863  774  89  11.5

Communications, Media and Technology  562  480  82  17.1

Total revenues(1)  $ 4,078  $ 3,766  $ 312  8.3

_____________________
(1) Results for 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in

accordance with our historic accounting policies. See Note 3 to our unaudited consol idated financial statements for additional information.

Financial Services

Revenues from our Financial Services segment grew 2.6%, inclusive of a negative currency impact of 0.8%, for the three months ended September 30,
2018, as compared to the three months ended September 30, 2017. Growth was stronger among our insurance customers where revenues increased by $28
mil l ion as compared to an increase of $9 mil l ion for our banking customers. In this segment, revenues from customers added since September 30, 2017 were
$22 mill ion and represented 59.5% of the period-over-period revenues increase in this segment. Key areas of focus for our Financial Services customers
included the adoption and integration of digital technologies that are reshaping our customers' business and operating models, cost optimization, robotic
process automation, cyber securi ty and vendor consol idation. Demand from certain banking customers may continue to be negatively affected by their
ongoing efforts to optimize the cost of supporting their legacy IT systems and operations, including moving a portion of their services to captives, as they
shi ft their spend to transformation and digital services.

Healthcare

Revenues from our Healthcare segment grew 9.6% for the three months ended September 30, 2018, as compared to the three months ended
September 30, 2017. Growth was stronger among our healthcare customers where revenues increased by $83 mil l ion, as compared to an increase of $21
mil l ion for our l ife sciences customers. Revenue growth from our healthcare customers includes revenues from Bolder Healthcare Solutions acquired in the
second quarter of 2018, partially offset by a ramp down of a customer relationship in which we were a subcontractor to a third party for the purpose of
delivering healthcare-related systems implementation services to local government. Revenues from customers added since September 30, 2017 were $48
mil l ion and represented 46.2% of the period-over-period revenues increase in this segment. The demand for our services among l ife science customers has
been affected by reduced discretionary spending. The demand for our services among healthcare customers may continue to be affected by uncertainty in the
regulatory environment. We believe that in the long term the healthcare industry continues to present a significant growth opportunity due to factors that are
transforming the industry, including the changing regulatory environment, increasing focus on medical costs, and the consumerization of healthcare.

Products and Resources

Revenues from our Products and Resources segment grew 11.5%, inclusive of a negative currency impact of 0.8%, for the three months ended
September 30, 2018, as compared to the three months ended September 30, 2017. Revenue growth was above Company average in each of the four operating
segments within this business segment. Revenues from customers added since September 30, 2017 were $35 mi ll ion, representing 39.3% of the period-over-
period revenue increase in this segment. Demand within this segment continues to be driven by increased adoption of digital technologies that are reshaping
our customers' business
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and operating models, as well as growing demand for analytics, supply chain consulting, implementation initiatives, smart products, transformation of
business models, internet of things and omni channel commerce implementation and integration services. In the future, discretionary spending by our
customers in this segment may be affected by international trade policies as well  as other macroeconomic factors.

Communications, Media and Technology

Revenues from our Communications, Media and Technology segment grew 17.1%, inclusive of a negative currency impact of 1.1%, for the three
months ended September 30, 2018, as compared to the three months ended September 30, 2017. Growth was stronger among our technology customers where
revenues increased by $67 mi l l ion as compared to an increase of $16 mil l ion for our communications and media customers. Revenues from customers added
since September 30, 2017 were $9 mil l ion and represented 11.0% of the period-over-period revenue increase in this segment. Growth within this segment was
driven by the increased adoption of digi tal  technologies, digital content operations, services to help our customers balance rationalizing costs whi le creating
a differentiated user experience and an expanded range of services, including business process services. Additionally, demand among our technology
customers may be affected by uncertainty in the regulatory environment while significant merger and acquisition activity continues to impact our customers
in the communications and media industry.

Revenues - Geographic Markets

Revenues by geographic market were as fol lows for the three months ended September 30:

  2018  2017

 Increase

 $  %

  (Dollars in millions)

North America  $ 3,107  $ 2,891  $ 216  7.5

United Kingdom  325  301  24  8.0

Rest of Europe  398  327  71  21.7

Europe - Total  723  628  95  15.1

Rest of World  248  247  1  0.4

Total revenues(1)  $ 4,078  $ 3,766  $ 312  8.3

_____________________
(1) Results for 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in

accordance with our historic accounting policies. See Note 3 to our unaudited consol idated financial statements for additional information.

North America continues to be our largest market, representing 76.2% of total revenues for the third quarter of 2018, and 69.2% of total revenue
growth from the third quarter of 2017. Revenues from our customers in Europe grew 15.1% inclusive of a negative currency impact of 1.3%. Specifically,
revenues from our Rest of Europe customers, increased 21.7% inclusive of a negative currency impact of 2.0%, while within the United Kingdom we
experienced an increase in revenues of 8.0% inclusive of a negative currency impact of 0.5%. Revenues from our Rest of World customers grew 0.4% in the
third quarter of 2018 inclusive of a negative currency impact of 5.9%. Revenue growth in the United Kingdom and Rest of World was negatively affected by
weakness in our Financial Services segment as certain banking customers in those regions continue to optimize the cost of supporting their legacy IT systems
and operations, including moving a portion of their services to captives, as they shift their spend to transformation and digi tal  services. We believe that
Europe, India, Middle East, Asia Pacific and Latin America wil l  continue to be areas of significant investment for us as we see these regions as long term
growth opportunities.

Cost of Revenues (Exclusive of Depreciation and Amortization Expense)

Our cost of revenues consists primarily of salaries, incentive-based compensation, stock-based compensation expense, employee benefits, project-
related immigration and travel for technical personnel and subcontracting costs relating to revenues. Our cost of revenues increased by 6.1% during the third
quarter of 2018 as compared to the third quarter of 2017, decreasing as a percentage of revenues to 60.8% in the third quarter of 2018 compared to 62.1% in
the third quarter of 2017. The decrease as a percentage of revenues was due primari ly to a decrease in compensation and benefits and the depreciation of the
Indian rupee against the U.S. dollar, partial ly offset by an increase in fees paid to strategic partners and other vendors in our digi tal  operations, platform and
infrastructure services and lower real ized gains on our cash flow hedges in 2018 compared to 2017.
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Sell ing, General and Administrative Expenses

Sell ing, general and administrative expenses consist primarily of salaries, incentive-based compensation, stock-based compensation expense, employee
benefi ts, immigration, travel, marketing, communications, management, finance, administrative and occupancy costs. Sel l ing, general and administrative
expenses, including depreciation and amortization, increased by 9.2% during the third quarter of 2018 as compared to the third quarter of 2017, remaining
relatively flat as a percentage of revenues at 20.9% in the third quarter of 2018 as compared to 20.7% in the third quarter of 2017. Sell ing, general and
administrative expenses reflect a decrease in compensation and benefit costs, offset by the impact of the FCPA Accrual recorded in the third quarter of 2018.

Income from Operations and Operating Margin - Overal l

Income from operations increased 15.0% in the third quarter of 2018 as compared to the third quarter of 2017. Our operating margin increased to 18.3%
for the quarter ended September 30, 2018 from 17.2% for the quarter ended September 30, 2017, primarily due to a decrease, as a percentage of revenues, in
compensation and benefi t costs and the depreciation of the Indian rupee against the U.S. dol lar, partially offset by an increase in fees paid to strategic partners
and other vendors in our digital operations, platform and infrastructure services, the impact of the FCPA Accrual  recorded in the third quarter of 2018, an
increase in amortization expense due to recent acquisitions and lower gains on settlement of our cash flow hedges in 2018 compared to 2017. Excluding the
impact of applicable designated cash flow hedges, the depreciation of the Indian rupee against the U.S. dollar positively impacted our operating margin by
approximately 162 basis points, or 1.62 percentage points, in the three months ended September 30, 2018. Each additional 1.0% change in the exchange rate
between the Indian rupee and the U.S. dollar wil l have the effect of moving our operating margin by approximately 18 basis points or 0.18 percentage points.

We entered into foreign exchange forward contracts to hedge certain Indian rupee denominated payments in India. These hedges are intended to
mitigate the volati l i ty of the changes in the exchange rate between the U.S. dollar and the Indian rupee. During the three months ended September 30, 2018,
the settlement of our cash flow hedges positively impacted our operating margin by approximately 17 basis points or 0.17 percentage points as compared to a
posi tive impact of approximately 90 basis points or 0.90 percentage points during the three months ended September 30, 2017.

For the three months ended September 30, 2018 and 2017, our non-GAAP operating margins were 21.1%4 and 20.0%4, respectively. As set forth in the
“Non-GAAP Financial Measures”  section, our non-GAAP operating margin excludes stock based compensation expense, acquisition-related charges and
realignment charges.

Segment Operating Profit

In 2018, we made changes to the internal measurement of segment operating profi ts for the purpose of evaluating segment performance and resource
allocation. The primary reason for the changes is to charge to our business segments costs that are directly managed and controlled by them. Specifically,
segment operating profi t now includes the stock-based compensation expense of sales managers, account executives, account managers and project teams,
which was previously included in "unallocated costs." In addition, we have changed the methodology of charging our business segments for the use of our
global delivery centers and infrastructure from a fixed per employee charge to a variable per employee charge that differs depending on location and assets
deployed. We have reported our segment operating profits using the new measurement methodology and have restated the prior period results to conform to
the new methodology.

_______________
4 Non-GAAP operating margin is not a measurement of financial performance prepared in accordance with GAAP. See “Non-GAAP Financial

Measures”  for more information and a reconci l iation to the most directly comparable GAAP financial measure.
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Segment operating profi ts were as fol lows for the three months ended September 30:

     Increase (Decrease)

 2018  2017  $  %

 (Dollars in millions)

Financial Services $ 446  $ 476  $ (30)  (6.3)

Healthcare 382  352  30  8.5

Products and Resources 267  248  19  7.7

Communications, Media and Technology 184  159  25  15.7

Total segment operating profi t 1,279  1,235  44  3.6

Less: unallocated costs 534  587  (53)  (9.0)

Income from operations $ 745  $ 648  $ 97  15.0

In our Financial Services and our Products and Resources business segments, operating profits decreased as a percentage of revenues due to investments
to accelerate our shift to digital, including re-ski l l ing of service delivery personnel, an increase in subcontractor costs and an increase in fees paid to strategic
partners and other vendors in our digital operations, platform and infrastructure services, partial ly offset by the depreciation of the Indian rupee against the
U.S. dol lar. In our Healthcare and Communications, Media and Technology business segments, operating profi ts remained relatively flat as a percentage of
revenues.

Other Income (Expense), Net

Total other income (expense), net consists primari ly of foreign currency exchange gains and losses, interest income and interest expense. The following
table sets forth total other income (expense), net for the three months ended September 30:

 2018  2017  
Increase/
Decrease

 (in millions)

Foreign currency exchange (losses) $ (125)  $ (13)  $ (112)

Gains (losses) on foreign exchange forward contracts not designated as hedging instruments 3  (3)  6

Foreign currency exchange gains (losses), net (122)  (16)  (106)

Interest income 47  34  13

Interest expense (6)  (6)  —

Other, net (2)  (2)  —

Total other income (expense), net $ (83)  $ 10  $ (93)

The foreign currency exchange gains and losses were primari ly attributed to the remeasurement of the Indian rupee denominated net monetary assets in
our U.S. dollar functional currency India subsidiaries and, to a lesser extent, the remeasurement of other net monetary assets and liabil ities denominated in
currencies other than the functional currencies of our subsidiaries. The gains and losses on our foreign exchange forward contracts not designated as hedging
instruments related to the realized and unrealized gains and losses on foreign exchange forward contracts entered into primari ly to offset foreign currency
exposure to the Bri tish pound, Euro and other non-U.S. dol lar denominated net monetary assets and l iabi l i ties. As of September 30, 2018, the notional value
of our undesignated hedges was $460 mil l ion. The increase in interest income of $13 mil l ion was primari ly attributable to an increase in average invested
balances and higher yields in 2018.

Provision for Income Taxes

The provision for income taxes increased to $185 mil l ion during the three months ended September 30, 2018 from $164 mil l ion during the three
months ended September 30, 2017. The effective income tax rate increased to 27.9% for the three months ended September 30, 2018 from 24.9% for the three
months ended September 30, 2017 primari ly due to the depreciation of the India rupee against the U.S. dollar, which resulted in (i) higher non-deductible
foreign currency exchange losses on our consolidated statement of operations and (i i) a higher income tax provision for our India subsidiaries due to foreign
currency exchange gains on their statutory books. The 2018 effective income tax rate was additionally adversely impacted by the FCPA Accrual recorded in
the third quarter of 2018, which is not deductible for tax purposes. The estimate of our 2018 annual effective income tax rate reflects the current
interpretation of the Tax Reform Act, including the GILTI provision and may change as we receive additional clarification and guidance and as the
interpretation of the Tax Reform Act evolves over time. Additionally, our effective income tax rate for the remainder of 2018 and future periods may be
negatively affected by the recently-enacted New Jersey state tax laws as further described in the Executive Summary.
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Net Income

Net income decreased to $477 mi l l ion for the three months ended September 30, 2018 from $495 mill ion for the three months ended September 30,
2017, representing 11.7% and 13.1% of revenues, respectively. The decrease in net income is primarily due to an increase in foreign currency exchange
losses in 2018 compared to 2017 driven by the depreciation of the Indian rupee and the increase in the provision for income taxes, partial ly offset by an
increase in income from operations.

Non-GAAP Financial Measures

Portions of our disclosure, including the following table, include non-GAAP income from operations, non-GAAP operating margin, and non-GAAP
diluted earnings per share. These non-GAAP financial measures are not based on any comprehensive set of accounting rules or principles and should not be
considered a substitute for, or superior to, financial measures calculated in accordance with GAAP, and may be different from non-GAAP measures used by
other companies. In addition, these non-GAAP measures should be read in conjunction with our financial statements prepared in accordance with GAAP. The
reconcil iations of our non-GAAP financial measures to the corresponding GAAP measures should be careful ly evaluated.

Our non-GAAP income from operations and non-GAAP operating margin exclude stock-based compensation costs, acquisition-related charges,
realignment charges and the initial funding of the Cognizant U.S. Foundation, as applicable. Our definition of non-GAAP diluted earnings per share excludes
net non-operating foreign currency exchange gains or losses, the effect of an income tax benefit recognized in the third quarter of 2018 upon the finalization
of our calculation of the one-time net income tax expense related to the enactment of the Tax Reform Act, and the effect of recognition in the fi rst quarter of
2017 of an income tax benefit previously unrecognized in our consolidated financial statements related to a specific uncertain tax posi tion, in addition to
excluding stock-based compensation expense, acquisition-related charges, real ignment charges and the initial funding of the Cognizant U.S. Foundation.
Our non-GAAP diluted earnings per share is addi tional ly adjusted for the income tax impact of the above items, as applicable. The income tax impact of each
item is calculated by applying the statutory rate and local tax regulations in the jurisdiction in which the i tem was incurred.

We believe providing investors with an operating view consistent with how we manage the Company provides enhanced transparency into the
operating results of the Company. For our internal management reporting and budgeting purposes, we use various GAAP and non-GAAP financial measures
for financial and operational  decision-making, to evaluate period-to-period comparisons, to determine portions of the compensation for our executive officers
and for making comparisons of our operating results to those of our competitors. In addition, due to a variety of award types, valuation methodologies and
subjective assumptions that affect the calculations of stock-based compensation expense, we believe that the exclusion of stock-based compensation expense
allows for more accurate comparisons of our operating results to those of our competitors. Therefore, i t is our belief that the use of non-GAAP financial
measures excluding these costs provides a meaningful supplemental measure for investors to evaluate our financial performance. Accordingly, we believe
that the presentation of non-GAAP income from operations, non-GAAP operating margin and non-GAAP diluted earnings per share, when read in conjunction
with our reported GAAP results, can provide useful supplemental information to our management and investors regarding financial and business trends
relating to our financial condition and results of operations.

A limitation of using non-GAAP financial measures versus financial measures calculated in accordance with GAAP is that non-GAAP measures do not
reflect al l of the amounts associated with our operating results as determined in accordance with GAAP and exclude costs that are recurring, namely stock-
based compensation expense, certain acquisition-related charges, and net non-operating foreign currency exchange gains or losses. In addition, other
companies may calculate non-GAAP financial measures di fferently than us, thereby l imiting the usefulness of these non-GAAP financial measures as a
comparative tool. We compensate for these limitations by providing specific information regarding the GAAP amounts excluded from non-GAAP income
from operations, non-GAAP operating margin and non-GAAP diluted earnings per share to al low investors to evaluate such non-GAAP financial measures.
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The fol lowing table presents a reconcil iation of each non-GAAP financial measure to the most comparable GAAP measure for the three months ended
September 30:

 2018  
% of

Revenues  2017  
% of

Revenues

 (Dollars in millions, except per  share amounts)

GAAP income from operations and operating margin $ 745  18.3  $ 648  17.2

Add: Stock-based compensation expense (1) 69  1.7  52  1.4

Add: Acquisition-related charges (2) 37  0.9  35  0.9

Add: Realignment charges (3) 11  0.2  19  0.5

Non-GAAP income from operations and non-GAAP operating margin $ 862  21.1  $ 754  20.0

        
GAAP diluted earnings per share $ 0.82    $ 0.84   

Effect of above operating adjustments, pre-tax 0.20    0.18   

Effect of non-operating foreign currency exchange (gains) losses, pre-tax (4) 0.21    0.02   

Tax effect of non-GAAP adjustments to pre-tax income (5) (0.03)    (0.06)   

Effect of adjustment to the one-time income tax expense related to the Tax Reform
Act (6) (0.01)    —   

Non-GAAP diluted earnings per share $ 1.19    $ 0.98   

_____________________

(1) Stock-based compensation expense reported in:

 
Three Months Ended 

 September 30,

 2018  2017

 (in millions)

Cost of revenues $ 15  $ 13

Selling, general and administrative expenses 54  39

(2) Acquisition-related charges include amortization of purchased intangible assets included in the depreciation and amortization expense l ine on our
consolidated statements of operations, external deal costs, acquisition-related retention bonuses, integration costs, changes in the fair value of
contingent consideration liabil ities, charges for impairment of acquired intangible assets and other acquisition-related costs, as applicable.

(3) Realignment charges include severance costs, lease termination costs, and advisory fees related to non-routine shareholder matters and to the
development of our realignment and return of capital programs, as applicable. The total costs related to the real ignment are reported in "Sell ing,
general and administrative expenses" in our consolidated statements of operations. See Note 5 to our unaudited consol idated financial  statements for
additional information.

(4) Non-operating foreign currency exchange gains and losses, inclusive of gains and losses on related foreign exchange forward contracts not
designated as hedging instruments for accounting purposes, are reported in "Foreign currency exchange gains (losses), net" in our consolidated
statements of operations.

(5) Presented below are the tax impacts of each of our non-GAAP adjustments to pre-tax income:

 
Three Months Ended 

 September 30,

 2018  2017

 (in millions)

Non-GAAP income tax benef it (expense) related to:    

Stock-based compensation expense $ 15  $ 19

Acquisition-related charges 8  11

Realignment charges 3  6

Foreign currency exchange losses (6)  (1)

The effective income tax rate related to each of our non-GAAP adjustments varies depending on the jurisdictions in which such income and
expenses are generated and the statutory rates applicable in those jurisdictions.

(6) During the three months ended September 30, 2018, we final ized our calculation of the one-time net income tax expense related to the enactment of
the Tax Reform Act and recognized a $5 mill ion income tax benefit, which reduced our provision for income taxes.
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Nine Months Ended September 30, 2018 Compared to Nine Months Ended September 30, 2017

The fol lowing table sets forth, for the periods indicated, certain financial data for the nine months ended September 30:

   % of    % of  Increase / Decrease

 2018(1)  Revenues  2017(1)  Revenues  $  %

 (Dollar s in millions, except per  share data)

Revenues $ 11,996  100.0  $ 10,982  100.0  $ 1,014  9.2

Cost of revenues(2) 7,298  60.8  6,792  61.8  506  7.4

Sell ing, general and administrative expenses(2) 2,250  18.8  2,069  18.8  181  8.7

Depreciation and amortization expense 340  2.8  297  2.7  43  14.5

Income from operations 2,108  17.6  1,824  16.6  284  15.6

Other income (expense), net (126)    118    (244)  (206.8)

Income before provision for income taxes 1,982  16.5  1,942  17.7  40  2.1

Provision for income taxes (530)    (421)    (109)  25.9

Income from equity method investments 1    1    —   

Net income $ 1,453  12.1  $ 1,522  13.9  $ (69)  (4.5)

Diluted earnings per share $ 2.48    $ 2.55    $ (0.07)   

Other Financial Information (3)            

Non-GAAP income from operations and non-GAAP
operating margin $ 2,538  21.2  $ 2,158  19.7  $ 380  17.6

Non-GAAP diluted earnings per share $ 3.44    $ 2.75    $ 0.69   
            

(1) On January 1, 2018, we adopted the New Revenue Standard using the modified retrospective method. Results for reporting periods beginning after
January 1, 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in
accordance with our historic accounting policies. For the nine months ended September 30, 2018, adoption of the New Revenue Standard had a
positive impact on revenue of $85 mill ion, income from operations of $104 mill ion and di luted earnings per share of $0.14 per share. See Note 3 to
our unaudited consolidated financial statements for additional information.

(2) Exclusive of depreciation and amortization expense.

(3) Non-GAAP income from operations, non-GAAP operating margin and non-GAAP diluted earnings per share are not measurements of financial
performance prepared in accordance with GAAP. See “Non-GAAP Financial Measures”  for more information and a reconcil iation to the most directly
comparable GAAP financial measure.

Revenues - Overall

Our revenue growth for the nine months ended September 30, 2018 was primari ly attributed to services related to integration of digital technologies
that are reshaping our customers' business, operating and technology models to al ign with shi fts in consumer preferences, increased customer spending on
discretionary projects, continued interest in using our global  delivery model as a means to reduce overall  technology and operations costs and continued
penetration in all  our geographic markets. Revenues from customers added since September 30, 2017 were $229 mil l ion and represented 22.6% of the period-
over-period revenue increase.

Our consulting and technology services revenues for the nine months ended September 30, 2018 increased by 7.7% compared to the nine months
ended September 30, 2017 and represented 57.6% of total revenues for the nine months ended September 30, 2018. Our outsourcing services revenues for the
nine months ended September 30, 2018 increased by 11.4% and consti tuted 42.4% of total revenues for the nine months ended September 30, 2018.

On January 1, 2018, we adopted the New Revenue Standard using the modified retrospective method. For the nine months ended September 30, 2018,
adoption of the New Revenue Standard had a posi tive impact on revenue of $85 mil l ion. See Note 3 to our unaudited consolidated financial statements for
additional information.
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Revenues from our top customers were as fol lows:

  Nine Months Ended September  30,

  2018  2017

Revenues from top five customers as a percentage of total revenues  8.7%  8.9%

Revenues from top ten customers as a percentage of total revenues  15.5%  14.9%

Revenues - Reportable Business Segments

Revenues by reportable business segment were as fol lows for the nine months ended September 30:

  2018  2017  

Increase

$  %

  (Dollars in millions)

Financial Services  $ 4,394  $ 4,209  $ 185  4.4

Healthcare  3,466  3,138  328  10.5

Products and Resources  2,524  2,258  266  11.8

Communications, Media and Technology  1,612  1,377  235  17.1

Total revenues(1)  $ 11,996  $ 10,982  $ 1,014  9.2

_____________________
(1) Results for 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in

accordance with our historic accounting policies. See Note 3 to our unaudited consol idated financial statements for additional information.

Financial Services

Revenues from our Financial Services segment grew 4.4%, inclusive of a positive currency impact of 0.8%, for the nine months ended September 30,
2018, as compared to the nine months ended September 30, 2017. Growth was stronger among our insurance customers where revenues increased by $137
mil l ion as compared to an increase of $48 mill ion for our banking customers. In this segment, revenues from customers added since September 30, 2017 were
$44 mill ion and represented 23.8% of the period-over-period revenue increase in this segment. Key areas of focus for our Financial Services customers
included the adoption and integration of digital technologies that are reshaping our customers' business and operating models, cost optimization, robotic
process automation, cyber security and vendor consolidation. Demand from certain banking customers may continue to be negatively affected as they
continue to optimize the cost of supporting their legacy IT systems and operations, including moving a portion of their services to captives, as they shift their
spend to transformation and digital services.

Healthcare

Revenues from our Healthcare segment grew 10.5% for the nine months ended September 30, 2018, as compared to the nine months ended
September 30, 2017. Growth was stronger among our healthcare customers where revenues increased by $294 mil l ion, as compared to an increase of $34
mil l ion for our l i fe sciences customers. Revenue growth from our healthcare customers includes revenues from Bolder Healthcare Solutions acquired in the
second quarter of 2018, partially offset by a ramp down of a customer relationship in which we were a subcontractor to a third party for the purpose of
delivering healthcare-related systems implementation services to local government. Revenues from customers added since September 30, 2017 were $93
mil l ion and represented 28.4% of the period-over-period revenue increase in this segment. The demand for our services among l ife science customers has
been affected by reduced discretionary spending. The demand for our services among healthcare customers could be affected by uncertainty in the regulatory
environment. We believe that in the long term the healthcare industry continues to present a significant growth opportuni ty due to factors that are
transforming the industry, including the changing regulatory environment, increasing focus on medical costs, and the consumerization of healthcare.

Products and Resources

Revenues from our Products and Resources segment grew 11.8%, inclusive of a positive currency impact of 1.3%, for the nine months ended
September 30, 2018, as compared to the nine months ended September 30, 2017. Revenue growth in this segment was strongest among our energy and
uti l i ties customers and manufacturing and logistics customers, where revenues increased by a combined $170 mill ion. Revenues from our retai l  and consumer
goods customers and travel and hospitali ty customers increased by a combined $96 mill ion. Revenues from customers added since September 30, 2017 were
$77 mil l ion, representing 28.9% of the period-over-period revenue increase in this segment. Demand within this segment continues to be driven by increased
adoption of digital technologies that are reshaping our customers' business and operating models, as well  as growing demand for analytics, supply chain
consulting, implementation ini tiatives, smart products, transformation of business models, internet of things
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and omni channel commerce implementation and integration services. In the future, discretionary spending by our customers in this segment may be affected
by international trade policies as well  as other macroeconomic factors.

Communications, Media and Technology

Revenues from our Communications, Media and Technology segment grew 17.1%, inclusive of a positive currency impact of 1.2%, for the nine months
ended September 30, 2018, as compared to the nine months ended September 30, 2017. Growth was stronger among our technology customers where
revenues increased by $179 mil l ion as compared to an increase of $56 mill ion for our communications and media customers. Revenues from customers added
since September 30, 2017 were $15 mill ion and represented 6.4% of the period-over-period revenue increase in this segment. Growth within this segment was
driven by the increased adoption of digi tal  technologies, digital content operations, services to help our customers balance rationalizing costs whi le creating
a differentiated user experience and an expanded range of services, including business process services. Additionally, demand among our technology
customers may be affected by uncertainty in the regulatory environment while significant merger and acquisition activity continues to impact our customers
in the communications and media industry.

Revenues - Geographic Markets

Revenues by geographic market were as follows for the nine months ended September 30:

  2018  2017  

Increase (Decrease)

$  %

  (Dollars in millions)

North America  $ 9,149  $ 8,503  $ 646  7.6

United Kingdom  944  863  81  9.4

Rest of Europe  1,153  903  250  27.7

Europe - Total  2,097  1,766  331  18.7

Rest of World  750  713  37  5.2

Total revenues(1)  $ 11,996  $ 10,982  $ 1,014  9.2

_____________________
(1) Results for 2018 are presented under the New Revenue Standard, while prior period amounts are not adjusted and continue to be reported in

accordance with our historic accounting policies. See Note 3 to our unaudited consol idated financial statements for additional information.    

North America continues to be our largest market, representing 76.3% of total revenues for the nine months ended September 30, 2018 and accounting
for 63.7% of total revenue growth over the nine months ended September 30, 2017. Revenues from our customers in Europe grew 18.7%, after a positive
currency impact of 5.4%. Specifical ly, revenues from our Rest of Europe customers grew 27.7% after an positive currency impact of 5.6%, while within the
United Kingdom we experienced an increase in revenues of 9.4%, after a positive currency impact of 5.2%. Revenue growth in the United Kingdom and Rest
of World was negatively affected by weakness in our Financial  Services segment as certain banking customers in those regions optimize the cost of
supporting their legacy IT systems and operations, including moving a portion of their services to captives, as they shift their spend to transformation and
digital services. Revenues from our Rest of World customers grew 5.2% inclusive of a negative currency impact of 1.4%. We believe that Europe, India,
Middle East, Asia Pacific and Latin America regions will continue to be areas of significant investment for us as we see these regions as long term growth
opportunities.

Cost of Revenues (Exclusive of Depreciation and Amortization Expense)

Our cost of revenues consists primarily of salaries, incentive-based compensation, stock-based compensation expense, employee benefits, project-
related immigration and travel for technical personnel and subcontracting costs relating to revenues. Our cost of revenues increased by 7.4% during the nine
months ended September 30, 2018 as compared to the nine months ended September 30, 2017, decreasing as a percentage of revenues to 60.8% during the
2018 period compared to 61.8% in the 2017 period. The decrease as a percentage of revenues was due primarily to a decrease in compensation and benefits
costs and the depreciation of the Indian rupee against the U.S. dol lar, partial ly offset by an increase in fees paid to strategic partners and other vendors in our
digital operations, platform and infrastructure services.

Sell ing, General and Administrative Expenses

Sell ing, general and administrative expenses consist primarily of salaries, incentive-based compensation, stock-based compensation expense, employee
benefi ts, immigration, travel, marketing, communications, management, finance, administrative and occupancy costs. Sel l ing, general and administrative
expenses, including depreciation and amortization, increased by 9.5% during the nine months ended September 30, 2018 as compared to the nine months
ended September 30, 2017, remaining relatively
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flat as a percentage of revenues at 21.6% for the nine months ended September 30, 2018 as compared to 21.5% for the nine months ended September 30,
2017. Selling, general and administrative expenses include the impacts of the initial funding of the Cognizant U.S. Foundation and the FCPA Accrual
recorded during the nine months ended September 30, 2018, offset by a decrease in compensation and benefit costs.

Income from Operations and Operating Margin - Overal l

Income from operations increased 15.6% for the nine months ended September 30, 2018 as compared to the same period in 2017. Our operating margin
increased to 17.6% for the nine months ended September 30, 2018 from 16.6% for the nine months ended September 30, 2017, due to a decrease, as a
percentage of revenues, in compensation and benefi ts costs, partial ly offset by the impacts of the initial funding of the Cognizant U.S. Foundation and the
FCPA Accrual recorded during the nine months ended September 30, 2018 and an increase in fees paid to strategic partners and other vendors in our digital
operations, platform and infrastructure services. Excluding the impact of appl icable designated cash flow hedges, the depreciation of the Indian rupee against
the U.S. dol lar posi tively impacted our operating margin by approximately 51 basis points, or 0.51% percentage points, during the nine months ended
September 30, 2018. Each additional 1.0% change in exchange rate between the Indian rupee and the U.S. dol lar wi l l have the effect of moving our operating
margin by approximately 18 basis points or 0.18 percentage points.

We entered into foreign exchange forward contracts to hedge certain Indian rupee denominated payments in India. These hedges are intended to
mitigate the volati l i ty of the changes in the exchange rate between the U.S. dol lar and the Indian rupee. During the nine months ended September 30, 2018,
the settlement of cash flow hedges positively impacted our operating margin by approximately 53 basis points, or 0.53 percentage points, as compared to a
posi tive impact of approximately 81 basis points or 0.81 percentage points during the nine months ended September 30, 2017.

For the nine months ended September 30, 2018 and 2017, our non-GAAP operating margins were 21.2%5 and 19.7%5, respectively. As set forth in the
“Non-GAAP Financial Measures”  section below, our non-GAAP operating margin excludes stock based compensation expense, acquisition-related charges,
realignment charges and in the nine months ended September 30 2018, the initial funding of the Cognizant U.S. Foundation.

Segment Operating Profit

Segment operating profits were as fol lows for the nine months ended September 30:

     Increase (Decrease)

 2018  2017  $  %

 (Dollars in millions)

Financial Services $ 1,355  $ 1,348  $ 7  0.5

Healthcare 1,077  971  106  10.9

Products and Resources 781  695  86  12.4

Communications, Media and Technology 522  450  72  16.0

Total segment operating profi t 3,735  3,464  271  7.8

Less: unallocated costs 1,627  1,640  (13)  (0.8)

Income from operations $ 2,108  $ 1,824  $ 284  15.6

In our Financial Services business segment, operating profits decreased as a percentage of revenues due to investments to accelerate our shift to digital,
including re-ski l l ing of service delivery personnel, an increase in subcontractor costs and an increase in fees paid to strategic partners and other vendors in
our digital operations, platform and infrastructure services, partially offset by the depreciation of the Indian rupee against the U.S. dollar. In our Healthcare,
Products and Resources and Communications, Media and Technology business segments, operating profi ts remained relatively flat as a percentage of
revenues.

________________
5 Non-GAAP operating margin is not a measurement of financial performance prepared in accordance with GAAP. See “Non-GAAP Financial

Measures”  for more information and a reconci l iation to the most directly comparable GAAP financial measure.
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Other Income (Expense), Net

Total other income (expense), net consists primari ly of foreign currency exchange gains and losses, interest income and interest expense. The following
table sets forth total other income (expense), net for the nine months ended September 30:

 2018  2017  
Increase/
Decrease

 (in millions)

Foreign currency exchange (losses) gains $ (256)  $ 57  $ (313)

Gains (losses) on foreign exchange forward contracts not designated as hedging instruments 23  (16)  39

Foreign currency exchange gains (losses), net (233)  41  (274)

Interest income 128  97  31

Interest expense (19)  (18)  (1)

Other, net (2)  (2)  —

Total other income (expense), net $ (126)  $ 118  $ (244)

The foreign currency exchange gains and losses were primarily attributed to the remeasurement of the Indian rupee denominated net monetary assets in
our U.S. dollar functional currency India subsidiaries and, to a lesser extent, the remeasurement of other net monetary assets and liabil ities denominated in
currencies other than the functional currencies of our subsidiaries. The gains and losses on our foreign exchange forward contracts not designated as hedging
instruments relate to the realized and unrealized gains and losses on foreign exchange forward contracts entered into primari ly to offset foreign currency
exposure to the British pound, Indian rupee, Euro and other non-U.S. dollar denominated net monetary assets and liabil i ties. As of September 30, 2018, the
notional value of our undesignated hedges was $460 mil l ion. The increase in interest income of $31 mil l ion was primari ly attributable to an increase in
average invested balances and higher yields in 2018.

Provision for Income Taxes

The provision for income taxes increased to $530 mil l ion during the nine months ended September 30, 2018 from $421 mil l ion during the nine months
ended September 30, 2017. The effective income tax rate increased to 26.7% for the nine months ended September 30, 2018 from 21.7% for the nine months
ended September 30, 2017. The increase in our effective income tax rate was primarily due to the recognition in the first quarter of 2017 of income tax
benefi ts previously unrecognized in our consolidated financial statements related to several uncertain tax positions totaling $72 mill ion and a higher 2018
effective income tax rate driven primari ly by the depreciation of the India rupee against the U.S. dol lar, which resul ted in (i) higher non-deductible foreign
currency exchange losses on our consol idated statement of operations and (i i ) a higher income tax provision for our India subsidiaries due to foreign currency
exchange gains on their statutory books. The estimate of our 2018 annual effective income tax rate reflects the current interpretation of the Tax Reform Act,
including the GILTI provision and may change as we receive additional clari fication and guidance and as the interpretation of the Tax Reform Act evolves
over time. Additionally, our effective income tax rate for the remainder of 2018 and future periods may be negatively affected by the recently-enacted New
Jersey state tax laws as further described in the Executive Summary.

Net Income

Net income decreased to $1,453 mill ion for the nine months ended September 30, 2018 from $1,522 mil l ion for the nine months ended September 30,
2017, representing 12.1% and 13.9% of revenues, respectively. The decrease in net income is primari ly due to the fluctuation in the value of the India rupee
which generated foreign currency exchange losses in 2018 compared to foreign currency exchange gains in 2017 and the increase in the provision for income
taxes, partial ly offset by an increase in income from operations.
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Non-GAAP Financial Measures

The following table presents a reconcil iation of each non-GAAP financial measure to the most comparable GAAP measure for the nine months ended
September 30:

 2018  
% of

Revenues  2017  
% of

Revenues

 (Dollars in millions, except per  share amounts)

GAAP income from operations and operating margin $ 2,108  17.6  $ 1,824  16.6

Add: Stock-based compensation expense (1) 199  1.7  161  1.5

Add: Acquisition-related charges (2) 119  1.0  104  1.0

Add: Realignment charges (3) 12  0.1  69  0.6

Add: Initial funding of Cognizant U.S. Foundation (4) 100  0.8  —  —

Non-GAAP income from operations and non-GAAP operating margin $ 2,538  21.2  $ 2,158  19.7

        
GAAP diluted earnings per share $ 2.48    $ 2.55   

Effect of above operating adjustments, pre-tax 0.74    0.56   

Effect of non-operating foreign currency exchange losses (gains), pre-tax (5) 0.39    (0.06)   

Tax effect of non-GAAP adjustments to pre-tax income (6) (0.16)    (0.21)   

Effect of recognition of income tax benefit related to an uncertain tax position (7) —    (0.09)   

Effect of adjustment to the one-time income tax expense related to the Tax Reform
Act (8) (0.01)    —   

Non-GAAP diluted earnings per share $ 3.44    $ 2.75   

_____________________

(1) Stock-based compensation expense reported in:

 
Nine Months Ended 

 September 30,

 2018  2017

 (in millions)

Cost of revenues $ 46  $ 41

Selling, general and administrative expenses 153  120

(2) Acquisition-related charges include amortization of purchased intangible assets included in the depreciation and amortization expense l ine on our
consolidated statements of operations, external deal costs, acquisition-related retention bonuses, integration costs, changes in the fair value of
contingent consideration liabil ities, charges for impairment of acquired intangible assets and other acquisition-related costs, as applicable.

(3) Realignment charges include severance costs, lease termination costs, and advisory fees related to non-routine shareholder matters and to the
development of our realignment and return of capital programs, as applicable. The total costs related to the real ignment are reported in "Sell ing,
general and administrative expenses" in our consolidated statements of operations. See Note 5 to our unaudited consol idated financial  statements for
additional information.

(4) During the nine months ended September 30, 2018, we provided $100 mill ion of initial  funding to Cognizant U.S. Foundation, which is focused on
STEM education in the United States.

(5) Non-operating foreign currency exchange gains and losses, inclusive of gains and losses on related foreign exchange forward contracts not
designated as hedging instruments for accounting purposes, are reported in "Foreign currency exchange gains (losses), net" in our consolidated
statements of operations.
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(6) Presented below are the tax impacts of each of our non-GAAP adjustments to pre-tax income:

 
Nine Months Ended 

 September 30,

 2018  2017

 (in millions)

Non-GAAP income tax benef it (expense) related to:    
Stock-based compensation expense $ 53 $ 60

Acquisition-related charges 28 35

Realignment charges 3 24

Foreign currency exchange gains and losses (15) 4

Initial funding of  Cognizant U.S. Foundation 28  —

The effective tax rate related to each of our non-GAAP adjustments varies depending on the jurisdictions in which such income and expenses are
generated and the statutory rates applicable in those jurisdictions.

(7) During the nine months ended September 30, 2017, we recognized an income tax benefit previously unrecognized in our consolidated financial
statements related to a specific uncertain tax posi tion of $55 mill ion. The recognition of the benefit was based on management’s reassessment
regarding whether this unrecognized tax benefit met the more-l ikely-than-not threshold in l ight of the lapse in the statute of l imitations as to a
portion of such benefit.

(8) During the nine months ended September 30, 2018, we finalized our calculation of the one-time net income tax expense related to the enactment of
the Tax Reform Act and recognized a $5 mill ion income tax benefit, which reduced our provision for income taxes.

L iquidity and Capital Resources

Cash generated from operations has historical ly been our primary source of l iquidi ty to fund operations and investments to grow our business. In
addition, as of September 30, 2018, we had cash, cash equivalents and short-term investments of $4,763 mil l ion, of which $405 mill ion was restricted and not
avai lable for use as a result of our dispute with the ITD with respect to our 2016 India Cash Remittance. See Note 9 of our unaudited consolidated financial
statements for more information. As of September 30, 2018, we had available capaci ty under our revolving credit faci l i ty of approximately $750 mill ion. Our
revolving credi t facil i ty matures in November 2019. The following table provides a summary of our cash flows for the nine months ended September 30:

  2018  2017  
Increase /
Decrease

  (in millions)

Net cash provided by (used in):       

Operating activities  $ 1,890  $ 1,571  $ 319

Investing activities  (1,077)  (422)  (655)

Financing activities  (1,368)  (1,652)  284

Operating activities

The increase in cash generated from operating activities was primarily attributable to the increase in income from operations and the increase in non-
cash expenses in the nine months ended September 30, 2018 as compared to the same period in 2017.

On January 1, 2018, we adopted the New Revenue Standard using the modified retrospective method. As a result of adoption, we classify our right to
consideration in exchange for del iverables as either a receivable or a contract asset. A receivable is a right to consideration that is unconditional (i .e. only the
passage of time is required before payment is due). By contrast, a contract asset is a right to consideration that is conditional upon factors other than the
passage of time. Upon adoption, we reclassified (i) balances representing receivables, as defined by the New Revenue Standard, from Unbilled accounts
receivable to Trade accounts receivable, net and (i i) balances representing contract assets, as defined by the New Revenue Standard, from Unbilled accounts
receivable to Other current assets. Balances as of September 30, 2018 are presented under the New Revenue Standard, while prior period balances are not
adjusted and continue to be reported in accordance with our historic accounting policies. See Note 3 of our unaudited consolidated financial statements for
more information.
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Historical ly, our days sales outstanding calculation included bi l led and unbilled accounts receivable, net of allowance for doubtful accounts, reduced
by the uncollected portion of our deferred revenue. To reflect the adoption of the New Revenue Standard and maintain the comparabili ty of the calculation,
in 2018 we adjusted the definition to include receivables, as defined by the New Revenue Standard, net of allowance for doubtful accounts, and contract
assets, reduced by the uncol lected portion of our deferred revenue. Our days sales outstanding as of September 30, 2018 was 76 days, higher as compared to
71 days as of December 31, 2017 and 74 days as of September 30, 2017. The adoption of the New Revenue Standard increased our days sales outstanding as
of September 30, 2018 by 2 days. We monitor turnover, aging and the col lection of accounts receivable by customer.

Investing activities

The increase in cash used in investing activities is primarily related to higher payments for acquisitions and an increase in net purchases of investments
in the 2018 period as compared to 2017.

Financing activities

The decrease in cash used in financing activities in the 2018 period is primari ly attributable to lower repurchases of common stock in 2018 compared
to the same period in 2017, partially offset by higher dividends paid in 2018 and net repayments under the revolving credit facil ity in 2018.

In 2014, we entered into a credi t agreement with a commercial  bank syndicate, or the Credi t Agreement, providing for a $1,000 mill ion unsecured term
loan and a $750 mill ion revolving credit facil ity. The term loan was used to pay a portion of the cash consideration in connection with our acquisition of TZ
US Parent, Inc., or TriZetto. The revolving credit facil i ty is available for general corporate purposes. As of September 30, 2018, we had $725 mill ion
outstanding under the term loan and no outstanding notes under the revolving credit facil i ty. The term loan and the revolving credit facil i ty both mature
in November 2019 with a final payment of $625 mill ion due on the term loan. While we believe we wil l  have sufficient l iquidity to fund the final payment i f
necessary, we are currently evaluating alternative financing arrangements.

The Credi t Agreement contains certain negative covenants, including l imitations on liens, mergers, consol idations and acquisitions, subsidiary
indebtedness and affi l iate transactions, as well as certain affirmative covenants. In addition, the Credit Agreement requires us to maintain a debt to total
stockholders' equity ratio not in excess of 0.40 to 1.00. As of September 30, 2018, we were in compliance with our debt covenants and have provided a
quarterly certification to our lenders to that effect. We believe that we currently meet al l  conditions set forth in the Credit Agreement to borrow thereunder,
and we are not aware of any conditions that would prevent us from borrowing part or all  of the remaining available capacity under the revolving credi t
faci l i ty as of September 30, 2018 and through the date of this fi l ing.

In February 2017, we announced a plan to return $3.4 bi l l ion to stockholders by the end of 2018 through a combination of stock repurchases and cash
dividends. As part of this plan, to date we expended $2.7 bil l ion to repurchase our Class A common stock under ASRs and paid cash dividends totaling $617
mil l ion. The payments related to the ASRs were funded with cash on hand in the U.S. and borrowings under the revolving credi t faci l ity. Stock repurchases
may be made from time to time through open-market purchases, through the use of Rule 10b5-1 plans and/or by other means. We are currently reviewing our
capital return plan, considering the impact of the Tax Reform Act, our financial  performance and liquidi ty position, investments required to execute our
strategic plans and initiatives, the economic outlook, regulatory changes and other relevant factors.

Our Board of Directors reviews our capital return plan on an ongoing basis with consideration given to our financial performance, economic outlook,
regulatory changes and any other relevant factors. The Board of Directors’ determinations regarding future share repurchases and dividends will  include
evaluating the longer term impact of the Tax Reform Act, as well  as a variety of other factors, including our net income, cash flow generated from operations
or other sources, l iquidity position and potential alternative uses of cash, such as acquisitions, as well  as economic conditions and expected future financial
results. As these factors may change over time, the amount of stock repurchase activity and actual amount of dividends declared, i f any, during any particular
period cannot be predicted and may fluctuate from time to time.

Other L iquidity and Capital Resources Information

We seek to ensure that our worldwide cash is available in the locations in which it is needed. As part of our ongoing l iquidity assessments, we regularly
monitor the mix of our domestic and international cash flows and cash balances. As a result of the enactment of the Tax Reform Act, our historical and future
foreign earnings are no longer subject to U.S. federal  income tax upon repatriation beyond the one-time transition tax accrued in the fourth quarter of 2017.
During the nine months ended September 30, 2018, we repatriated $2,273 mi ll ion from our foreign subsidiaries. As of September 30, 2018, $3,004 mil l ion of
our cash, cash equivalents and short-term investments were held outside the United States, of which $1,883 mill ion was held in India. As further
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described in Note 9 of our unaudited consolidated financial statements, $405 mil l ion of our short-term investment balances held in India were classi fied as
restricted as of September 30, 2018. We are continuing to evaluate what portion of the non-U.S. cash, cash equivalents and short-term investments held
outside India is needed locally to execute our strategic plans and what amount is available for repatriation back to the United States.

Our Indian earnings are indefinitely reinvested and our current plans do not demonstrate the need to repatriate the historical undistributed earnings of
our India subsidiaries to fund liquidity needs outside of India. In reaching this conclusion, we considered our global capital needs, the available sources of
liquidity globally and our growth plans in India. However, future events may occur, such as material  changes in cash estimates, discretionary transactions,
including corporate restructurings, and changes in applicable laws, that may lead us to repatriate the undistributed Indian earnings. If we were to change our
assertion that our accumulated undistributed Indian earnings are indefinitely reinvested, we would expect, based on our current interpretation of Indian tax
law, to accrue additional tax expense at a rate of approximately 21% of cash available for distribution, which could have a material adverse effect on our
future effective income tax rate. This estimate is subject to change based on tax legislative developments in India and other jurisdictions as well as judicial
and interpretive developments of applicable tax laws.

We expect our operating cash flow, cash and investment balances (excluding the $405 mil l ion of India restricted assets), and available capacity under
our revolving credit facil ity to be sufficient to meet our operating requirements, in India and globally, for the next twelve months. We expect to fund the
remaining balance of the one-time transition tax related to the Tax Reform Act, which is payable in installments through the year 2024, from a combination
of cash generated from operations, borrowings and the repatriation of a portion of our historical non-U.S. earnings that are available for distribution to the
United States. Our abi l ity to expand and grow our business in accordance with current plans, to make acquisitions and form joint ventures, to meet our long-
term capital requirements beyond a twelve month period and our abi l i ty to execute the remainder of our capital return plan wil l depend on many factors,
including the rate, if any, at which our cash flow increases, our abil i ty and wil l ingness to accomplish acquisitions and joint ventures with capital stock and
the avai labi l ity of publ ic and private debt and equity financing. We cannot be certain that addi tional financing, if required, will be available on terms and
conditions acceptable to us, if at all .

As further described in Note 9 of our unaudited consolidated financial statements, certain cash, cash equivalents and short-term investment balances in
India totaling $405 mi ll ion were restricted in connection with our dispute with the ITD with respect to our 2016 India Cash Remittance. The dispute with the
ITD is ongoing, and no final decision has been reached. The affected balances may continue to remain restricted and unavailable for our use while the dispute
is ongoing. Additional ly, while we bel ieve that we have paid al l applicable taxes related to the transactions underlying the ITD Dispute, i f it is ultimately
determined that we are l iable for the full  amount of additional taxes the ITD claims we owe, our l iquidi ty could be material ly adversely affected.

Commitments and Contingencies

See Note 13 to our unaudited consolidated financial statements.

Off-Balance Sheet Arrangements

Other than our foreign exchange forward contracts, there were no off-balance sheet transactions, arrangements or other relationships with
unconsolidated enti ties or other persons in the nine months ended September 30, 2018 that have, or are reasonably l ikely to have, a current or future effect on
our financial  condition, revenues or expenses, results of operations, l iquidity, capital expenditures or capital resources.

Cr itical Accounting Estimates

Management’s discussion and analysis of our financial condition and results of operations is based on our unaudited consol idated financial statements
that have been prepared in accordance with accounting principles general ly accepted in the United States of America. The preparation of these financial
statements requires management to make estimates and assumptions that affect the amounts reported for assets and liabil i ties, including the recoverabil i ty of
tangible and intangible assets, disclosure of contingent assets and liabil i ties as of the date of the financial statements, and the reported amounts of revenues
and expenses during the reported period. On an on-going basis, we evaluate our estimates. The most significant estimates relate to the recognition of revenue
and profits, including the appl ication of the cost to cost method of measuring progress to completion for certain fixed-price contracts, income taxes,
assumptions used in valuing stock-based compensation arrangements, valuation of investments and derivative financial instruments, business combinations,
valuation of goodwill  and other long-lived assets and contingencies. We base our estimates on historical experience, current trends and on various other
assumptions that are believed to be reasonable under the circumstances, the resul ts of which form the basis for making judgments about the carrying values of
assets and liabi l i ties that are not readily apparent from other sources. The actual  amounts may differ from the estimates used in the preparation of the
accompanying unaudited consolidated financial statements. For a discussion of our critical accounting estimates, see “ Item 7.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations”  in our 2017 Annual Report on Form 10-K. Our significant
accounting policies are described in Note 1 to the audited consolidated financial statements included in our 2017 Annual Report on Form 10-K. There have
been no material changes to the aforementioned critical accounting estimates and policies during the quarter.

Recently Adopted and New Accounting Pronouncements

See Note 1 to our unaudited consolidated financial statements.

Forward Looking Statements

The statements contained in this Quarterly Report on Form 10-Q that are not historical facts are forward-looking statements (within the meaning of
Section 21E of the Exchange Act) that involve risks and uncertainties. Such forward-looking statements may be identified by, among other things, the use of
forward-looking terminology such as “bel ieve,”  “expect,”  “may,”  “ could,”  “would,”  “plan,”  “ intend,”  “estimate,”  “predict,”  “ potential,”  “continue,”
“should”  or “ anticipate”  or the negative thereof or other variations thereon or comparable terminology, or by discussions of strategy that involve risks and
uncertainties. From time to time, we or our representatives have made or may make forward-looking statements, oral ly or in writing.

Such forward-looking statements may be included in various fi l ings made by us with the SEC, or press releases or oral statements made by or with the
approval  of one of our authorized executive officers. These forward-looking statements, such as statements regarding our anticipated future revenues or
operating margins, contract percentage completions, earnings, capital expenditures, anticipated effective tax rates and tax expense, l iquidity, access to
capital, capital return plan, investment strategies, cost management, realignment program, plans and objectives, including those related to our digital practice
areas, investment in our business and potential acquisitions, industry trends, customer behaviors and trends, the outcome of the FCPA investigation,
li tigation matters and other statements regarding matters that are not historical facts, are based on our current expectations, estimates and projections,
management’s bel iefs and certain assumptions made by management, many of which, by their nature, are inherently uncertain and beyond our control. Actual
results, performance, achievements and outcomes could differ materially from the results expressed in, or implied by, these forward-looking statements. There
are a number of important factors that could cause our results to differ materially from those indicated by such forward-looking statements, including:

• competition from other service providers;

• the risk that we may not be able to achieve targeted improvements in our operating margin and level of profitabil i ty, or that our operating margin
and profitabi l ity may decl ine;

• the risk of l iabil i ty or damage to our reputation resulting from security breaches or disclosure of sensi tive data or fai lure to comply with data
protection laws and regulations;

• the risk that we may not be able to keep pace with the rapidly evolving technological environment;

• the rate of growth in the use of technology in business and the type and level of technology spending by our customers;

• mispricing of our services, especially on our fixed-price and transaction- or volume-based priced contracts;

• risks associated with our internal  investigation into possible violations of the FCPA and similar laws, including the cost of such investigation and
any sanctions, fines or remedial  measures that may be imposed by the DOJ or SEC, additional  expenses related to remedial measures, the costs of
defending and/or settl ing possible judgments against us that may resul t from associated lawsuits against us and any possible impact on our abil i ty to
timely fi le the required reports with the SEC;

• our inabil ity to successfully acquire or integrate target companies;

• system failure or disruptions in our communications or information technology;

• the risk that we may lose key executives and not be able to enforce non-competition agreements with them;

• competition for hiring highly-ski l led technical personnel;

• possible failure to provide business solutions and deliver complex and large projects for our customers;

• the risk of reputational harm to us;

• the effect of our use of derivative instruments;

• our revenues being highly dependent on customers concentrated in certain industries, including financial services and healthcare, and located
primari ly in the United States and Europe;

• the risk that we may not be able to pay dividends or repurchase shares in accordance with our capital return plan, or at al l;

• risks relating to our global operations, including our operations in India;
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• the effects of fluctuations in the Indian rupee and other currency exchange rates;

• the risk of war, terrorist activities, pandemics and natural disasters;

• the Brexit Referendum and any negative effects on global economic conditions, financial markets and our business;

• the risk that we may not be able to enforce or protect our intel lectual property rights, or that we may infringe upon the intel lectual  property rights of
others;

• regulatory uncertainties, including in the areas of outsourcing, immigration and taxes;

• increased regulation of the financial services and healthcare industries, as well  as other industries in which our customers operate;

• the possibi l i ty that we may be required to or choose to repatriate Indian earnings;

• the possibi l ity that we may lose certain tax benefits provided to companies in our industry by the Indian government, and any adverse outcome of
our dispute with the ITD; and

• The factors set forth in "Part I, Item 1A. Risk Factors”  in our Annual Report on Form 10-K for the year ended December 31, 2017.
You are advised to consult any further disclosures we make on related subjects in the reports we fi le with the SEC, including this report in the section

ti tled “Part I, Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations”  and “Part I, Item 1. Business”  in our Annual
Report on Form 10-K for the year ended December 31, 2017. We undertake no obligation to update or revise any forward-looking statements, whether as a
result of new information, future events or otherwise, except as may be required under applicable securities laws.

Item 3.     Quantitative and Qualitative Disclosures about Market Risk.

There have been no material changes in our quantitative and qualitative disclosures about market risk from those disclosed in Part II, Item 7A,
Quantitative and Qualitative Disclosures about Market Risk, in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017, fi led with the
SEC on February 27, 2018.

Item 4.     Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our management, under the supervision and with the participation of our chief executive officer and our chief financial officer, evaluated the design
and operating effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934, as amended, or the Exchange Act) as of September 30, 2018. Based on this evaluation, our chief executive officer and our chief financial officer
concluded that, as of September 30, 2018, our disclosure controls and procedures were effective.

Changes in Internal Control over  Financial Reporting

No changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the
fiscal quarter ended September 30, 2018 that have material ly affected, or are reasonably l ikely to material ly affect, our internal control over financial
reporting.
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PART II . OTHER INFORMATION

Item 1. Legal Proceedings

See Note 13 to our unaudited consolidated financial statements.

Item 1A. Risk Factors

There have been no material changes in our risk factors from those disclosed in Part I, Item 1A, Risk Factors, in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2017 fi led with the SEC on February 27, 2018.

Item 2.     Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Repurchases of Equity Secur ities

Our existing stock repurchase program, as approved by our Board of Directors, allows for the repurchase of $3.5 bi l l ion of our outstanding shares of
Class A common stock, excluding fees and expenses, through December 31, 2019. Under the stock repurchase program, the Company is authorized to
repurchase its Class A common stock through open market purchases, including under a trading plan adopted pursuant to Rule 10b5-1 of the Exchange Act,
or in private transactions, in accordance with applicable federal securities laws. The timing of repurchases and the exact number of shares to be purchased are
determined by the Company’s management, in its discretion, or pursuant to a Rule 10b5-1 trading plan, and will  depend upon market conditions and other
factors.

During the three months ended September 30, 2018, we repurchased $25 mill ion of our Class A common stock under our stock repurchase program.
These stock repurchases were funded from working capital. As of September 30, 2018, the remaining available balance under our stock repurchase program
authorized by the Board of Directors was $775 mil l ion.

Month  

Total Number
of Shares
Purchased  

Average
Pr ice Paid
per  Share  

Total Number  of
Shares Purchased
as Par t of Publicly

Announced
Plans or

Programs  

Approximate
Dollar  Value of Shares

that  May Yet Be
Purchased under  the
Plans or  Programs

(in millions)

July 1, 2018 - July 31, 2018         

Open market and privately negotiated purchases  —  $ —  —  $ 800

August 1, 2018 - August 31, 2018         

June 2018 ASR  1,062,111  (a)  1,062,111   

Open market and privately negotiated purchases  303,551  74.84  303,551  777

September 1, 2018 - September 30, 2018         

Open market and privately negotiated purchases  39,677  74.94  39,677  775

Total  1,405,339  $ —  1,405,339   

            

(a) In June 2018, the Company entered into an ASR to purchase up to $600 mil l ion of the Company's Class A common stock. In August 2018, the
purchase period for the ASR ended and an additional 1.1 mill ion shares were delivered. In total, 7.6 mil l ion shares were delivered under the ASR at
an average repurchase price of $79.42.

During the three months ended September 30, 2018, we also purchased shares in connection with our stock-based compensation plans, whereby shares
of our common stock were tendered by employees for payment of appl icable statutory tax withholdings. For the three months ended September 30, 2018,
such repurchases totaled 248,860 shares at an aggregate cost of $20 mil l ion.
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Item 6.     Exhibit Index

EXHIBIT INDEX

    Incorporated by Reference   

Number  Exhibit Descr iption  Form  File No.  Exhibit  Date  
Filed or

Furnished Herewith

3.1  Restated Certi ficate of Incorporation, dated June 5, 2018  8-K  000-24429  3.1  6/7/2018   

3.2
 

Amended and Restated Bylaws, as adopted on September 14,
2018  

8-K
 

000-24429
 

3.1
 

9/20/2018
  

31.1
 

Certification of principal executive officer pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002          Fi led

31.2
 

Certification of principal financial officer pursuant to Section
302 of the Sarbanes-Oxley Act of 2002          Fi led

32.1

 

Certification of principal executive officer pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C.
1350          Furnished

32.2
 

Certification of principal financial officer pursuant to Section
906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. 1350          Furnished

101.INS  XBRL Instance Document          Fi led

101.SCH  XBRL Taxonomy Extension Schema Document          Fi led

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document          Fi led

101.DEF  XBRL Taxonomy Extension Defini tion Linkbase Document          Fi led

101.LAB  XBRL Taxonomy Extension Label Linkbase Document          Fi led

101.PRE
 

XBRL Taxonomy Extension Presentation Linkbase
Document          Filed
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SIGNATURES

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 thereunto duly authorized.

   Cognizant Technology Solutions Corporation

     

Date: October 30, 2018   By:  /s/ FRANCISCO D’SOUZA

      Francisco D’Souza,

      Chief Executive Officer

      (Principal  Executive Officer)

       

Date: October 30, 2018   By:  /s/ KAREN MCLOUGHLIN

      Karen McLoughl in,

      Chief Financial Officer

      (Principal Financial Officer)
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EXHIBIT 31.1

CERTIFICATION

I, Francisco D’Souza, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Cognizant Technology Solutions Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material  fact necessary to make the
statements made, in l ight of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in al l material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certi fying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including i ts consolidated subsidiaries, is made known to us by others within those
enti ties, particularly during the period in which this report is being prepared;

b) Designed such internal control  over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliabil ity of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal  control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal  quarter in the case of an annual report) that has materially affected, or is reasonably l ikely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certi fying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All  significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s abi l i ty to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

 

     

Dated: October 30, 2018  /s/ Francisco D’Souza  

   Francisco D’Souza,  

   

Chief Executive Officer
(Principal Executive Officer)  
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EXHIBIT 31.2

CERTIFICATION

I, Karen McLoughlin, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Cognizant Technology Solutions Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material  fact necessary to make the
statements made, in l ight of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in al l material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certi fying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including i ts consolidated subsidiaries, is made known to us by others within those
enti ties, particularly during the period in which this report is being prepared;

b) Designed such internal control  over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliabil ity of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal  control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal  quarter in the case of an annual report) that has materially affected, or is reasonably l ikely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certi fying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All  significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s abi l i ty to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.  

 

Dated: October 30, 2018  /s/ Karen McLoughlin  

   Karen McLoughlin  

   

Chief Financial Officer
(Principal Financial Officer)

Source: COGNIZANT TECHNOLOGY SOLUTIONS CORP, 10-Q, October 30, 2018 Powered by Morningstar® Document Research℠
The informat ion contained herein may not  be copied, adapted or dist ributed and is not  warranted to be accurate, complete or t imely. The user assumes all risks for any damages or losses arising f rom any use of  this informat ion,
except  to the extent  such damages or losses cannot be limited or excluded by applicable law. Past  f inancial performance is no guarantee of  future results.



EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002*

In connection with the Quarterly Report on Form 10-Q of Cognizant Technology Solutions Corporation (the “Company” ) for the period ended
September 30, 2018 as fi led with the Securities and Exchange Commission on the date hereof (the “Report” ), the undersigned, Francisco D’Souza, Chief
Executive Officer of the Company, hereby certifies, pursuant to 18 U.S.C. Section 1350, that:

(1) The Report ful ly complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all  material respects, the financial condition and results of operations of the Company.

 

Dated: October 30, 2018  /s/    Francisco D’Souza  

   Francisco D’Souza,  

   

Chief Executive Officer
(Principal Executive Officer)  

 

___________________
* A signed original of this written statement required by Section 906 has been provided to Cognizant Technology Solutions Corporation and wil l be

retained by Cognizant Technology Solutions Corporation and furnished to the Securities and Exchange Commission or i ts staff upon request.
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002*

In connection with the Quarterly Report on Form 10-Q of Cognizant Technology Solutions Corporation (the “Company” ) for the period ended
September 30, 2018 as fi led with the Securities and Exchange Commission on the date hereof (the “Report” ), the undersigned, Karen McLoughl in, Chief
Financial Officer of the Company, hereby certi fies, pursuant to 18 U.S.C. Section 1350, that:

(1) The Report ful ly complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all  material respects, the financial condition and results of operations of the Company.

 

Dated: October 30, 2018  /s/    Karen McLoughlin  

   Karen McLoughlin  

   

Chief Financial Officer
(Principal Financial Officer)

 

___________________
* A signed original of this written statement required by Section 906 has been provided to Cognizant Technology Solutions Corporation and wil l be

retained by Cognizant Technology Solutions Corporation and furnished to the Securities and Exchange Commission or i ts staff upon request.
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