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 SAFE HARBOR STATEMENT

        Information Services Group ("ISG") believes that some of the information in this Annual Report on Form 10-K constitutes forward-looking
statements. You can identify these statements by forward-looking words such as "may," "expect," "anticipate," "contemplate," "believe,"
"estimate," "intends" and "continue" or similar words. You should read statements that contain these words carefully because they:

�
discuss future expectations;

�
contain projections of future results of operations or financial condition; or

�
state other "forward-looking" information.

        These forward-looking statements include, but are not limited to, statements relating to:

�
ability to retain existing clients and contracts;

�
ability to win new clients and engagements;

�
ability to implement cost reductions and productivity improvements;

�
beliefs about future trends in the sourcing industry;

�
expected spending on sourcing services by clients;

�
foreign currency exchange rates;

�
effective tax rate; and

�
competition in the sourcing industry.

        ISG believes it is important to communicate its expectations to its stockholders. However, there may be events in the future that ISG is not
able to predict accurately or over which it has no control. The risk factors and cautionary language discussed in this Annual Report provide
examples of risks, uncertainties and events that may cause actual results to differ materially from the expectations in such forward-looking
statements, including among other things:

�
the amount of cash on hand;

�
business strategy;

�
cost reductions and productivity improvements may not be fully realized or realized within the expected time frame;
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�
continued compliance with government regulations;

�
legislation or regulatory environments, requirements or changes adversely affecting the business in which ISG is engaged;

�
fluctuations in client demand;

�
management of growth;

�
ability to grow the business and effectively manage growth and international operations while maintaining effective internal
controls;

�
ISG's relative dependence on clients which operate in the financial services, manufacturing, automotive and public services
sectors;

�
ability to hire and retain enough qualified employees to support operations;

�
increases in wages in locations in which ISG has operations;
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�
ability to retain senior management;

�
fluctuations in exchange rates between the U.S. dollar and foreign currencies;

�
ability to attract and retain clients and the ability to develop and maintain client relationships based on attractive terms;

�
legislation in the United States or elsewhere that adversely affects the performance of sourcing services offshore;

�
increased competition;

�
telecommunications or technology disruptions or breaches, or natural or other disasters;

�
ability to protect ISG intellectual property and the intellectual property of others;

�
the international nature of ISG's business;

�
political or economic instability in countries where ISG has operations;

�
worldwide political, economic and business conditions; and

�
ability to successfully consummate or integrate strategic acquisitions.

        You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this Annual Report.

        All forward-looking statements included herein attributable to us or any person acting on our behalf are expressly qualified in their entirety
by the cautionary statements contained or referred to in this section. This Annual Report also contains forward-looking statements attributed to
estimates of the growth of our markets. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we
cannot guarantee future results, levels of activity, performance or achievements. Except to the extent required by applicable laws and
regulations, we undertake no obligation to update these forward-looking statements to reflect events or circumstances after the date of this
Annual Report or to reflect the occurrence of unanticipated events.

        You should, however, review the risks and uncertainties we describe in the reports we will file from time to time with the SEC after the
date of this Annual Report.
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PART I

 Item 1.    Business

        As used herein, unless the context otherwise requires, ISG, the registrant, is referred to in this Form 10-K annual report ("Form 10-K") as
the "Company," "we," "us" and "our."

Our Company

        Information Services Group, Inc. (ISG) (NASDAQ: III) is a leading technology insights, market intelligence and advisory services
company serving more than 500 clients around the world to help them achieve operational excellence. ISG supports private and public sector
organizations to transform and optimize their operational environments through research, benchmarking, consulting and managed services with a
focus on information technology, business process transformation, program management services and enterprise resource planning. Clients look
to ISG for unique insights and innovative solutions for leveraging technology, our deep data source, and more than five decades of experience of
global leadership in information and advisory services. Based in Stamford, Connecticut, the company has approximately 700 employees and
operates in 21 countries.

        Our company was founded in 2006 with the strategic vision to become a high-growth, leading provider of information-based advisory
services. In 2007, ISG consummated its initial public offering and completed the acquisition of TPI Advisory Services Americas, Inc. ("TPI").

        On January 4, 2011, we acquired Compass, a premier independent global provider of business and information technology benchmarking,
performance improvement, data and analytics services. It was founded in 1980 and headquartered in the United Kingdom and had approximately
180 employees in 16 countries serving nearly 250 clients.

        On February 10, 2011, we acquired Austin, Texas-based STA Consulting, a premier independent information technology advisor serving
the public sector. STA Consulting advises clients on information technology strategic planning and the acquisition and implementation of new
Enterprise Resource Planning (ERP) and other enterprise administration and management systems. STA Consulting was founded in 1997 and
had approximately 40 professionals.

        We continue to believe that our vision will be realized through the acquisition, integration, and successful operation of market-leading
brands within the data, analytics and advisory industry. Including our most recent acquisitions, we operate in 21 countries and employ
approximately 700 professionals globally, delivering advisory, benchmarking and analytical insight to large, multinational corporations and
governments in North America, Europe and Asia Pacific.

        There are important cyclical and secular challenges faced by our private and public sector clients which will continue to fuel demand for the
professional services we provide. In the private sector, for example, we believe that companies will continue to face significant challenges
associated with globalization, including the need to decrease operating costs, increase efficiencies and deal with increasing numbers of emerging
and transformational technologies such as cloud computing. Similarly, public sector organizations at the national, regional and local levels
increasingly must deal with the complex and converging issues of outdated technology systems, significantly impaired revenue sources and an
aging workforce.

        Overall, we believe that the environmental dynamics at work in both the private and public sectors mitigate decisively in favor of the
professional services, analytics and advice ISG can provide. In this dynamic environment, the strength of our client relationships greatly depends
on the quality of our advice and insight, the independence of our thought leadership and the effectiveness of our people in assisting our clients to
implement strategies that successfully address their most pressing operational challenges.
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        We are organized as a corporation under the laws of the State of Delaware. The current mailing address of the Company's principal
executive office is:

        Information Services Group, Inc.

        Two Stamford Plaza, 281 Tresser Boulevard, Stamford, CT 06901, and our telephone number is (203) 517-3100.

Our Services

        During periods of expansion or contraction, for enterprises large or small, public or private, in North America or Europe and Asia Pacific,
our services have helped organizations address their most complex operational issues. The functional domain experience of our experts and deep
empirical data help clients better understand their strategic options. We provide four key lines of service:

�
Research.  We utilize our extensive experience and proprietary data assets to provide subscription and custom research
services to both buyers and service providers active in the outsourcing and managed services industries. Our views into the
buying behaviors, needs and objectives of global corporations examining transformation of their operations provide unique
insight for industry participants.

�
Benchmarking and Analytics.  Our combined data sources, compiled over 30 years of servicing global corporations provide a
rich source of benchmark data into the comparative cost and quality of operational alternatives. We use these data sources to
provide clients with in-depth analysis into the implications of different service strategies allowing them to compare and
contrast and make informed decision regarding strategic change.

�
Strategic Consulting.  We assist clients with envisioning, designing and implementing change in their operational
environments. We evaluate existing practices and operating costs of public and private enterprises, identifying potential
improvement opportunities to enhance service delivery, optimize operations or reduce costs. Solutions are customized by
client situation and may include internal transformation, the adoption of external strategies, or some combination of both. In
all cases, we assist with the selection, implementation and ongoing support for these strategic initiatives.

�
Managed Services.  Our managed service offerings provide best in class operational governance services and bring these to
our clients as a seamless end-to-end service. This offering assists clients with monitoring and managing their supplier
relationships, providing them with real-time accurate market intelligence and insights into all aspects of provider
performance and cost, allowing them to focus on the more strategic aspects of supplier management.

Recent Developments

        On January 10, 2012, we announced the merging of our individual corporate brands into one globally integrated go-to-market business
under the ISG brand. TPI, the world's leading independent sourcing data and advisory firm; Compass, a premier independent provider of
business and IT benchmarking; and STA Consulting, a premier independent technology advisory serving the North America public sector, have
combined under the ISG brand. This merger offers clients one source of support to drive operational excellence in their organizations. The
legacy brands of TPI and Compass will remain as product and service descriptors, such as "TPI Sourcing" and "Compass Benchmarks".
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Our Competitive Advantages

        We believe that the following strengths differentiate us from our competition:

�
Independence and objectivity.  We are not a service provider. We are an independent, fact-based data, analytics and advisory
firm with no material conflicting financial or other interests. This enables us to maintain a trusted advisor relationship with
our clients through our unbiased focus and ability to align our interests with those of our clients.

�
Domain expertise.  Averaging over 20 years of experience, our strategic consulting teams bring a wealth of industry and
domain-specific knowledge and expertise to address our clients' most complex transformational needs.

�
Strong brand recognition.�We are transitioning to the ISG brand with TPI, Compass and STA Consulting positioned as
product and service descriptors which have legally registered trademarks in certain appropriate jurisdictions. ISG now offers
a complete product and service offering for our clients via the acquisitions of TPI, Compass and STA Consulting. We have
retained our legacy brands to identify specific products and services we are known for including "The TPI Index", "TPI
Sourcing" and "Compass benchmarks".

�
Proprietary data assets and market intelligence.  We have assembled a comprehensive and unique set of data, analytics and
market intelligence built through thirty years of data collection and analysis, providing insight into the comparative cost and
quality of a variety of operational alternatives.

�
Global reach.  We possess practical experience in global business operations, and we understand the significance of
interconnected economies and companies. Our resources in the Americas, Europe, Asia Pacific, China and India make us a
truly global advisory firm able to consistently serve the strategic and implementation needs of our clients.

        We believe that the strengths disclosed above are central to our ability to deal successfully with the challenges that we face.

Our Strategy

        We intend to use our competitive strengths to develop new services and products, sustain our growth and strengthen our existing market
position by pursuing the following strategies:

�
Preserve and expand our leading market share positions.  We expect the trend toward globalization and greater operating
efficiency and technological innovation to play an increasing role in the growth of demand for our services. We plan to
leverage our combined operating platform to serve the growing number of private and public enterprises utilizing outside
advisors when undertaking transformational projects. In addition, we will seek to continue to expand our products and
services and the geographic markets we serve opportunistically as global competition spurs demand for cost savings and
value creation.

�
Strengthen our Industry expertise.  We have strengthened our market facing organization to drive increased revenue around
five key areas�BFSI (Banking, Financial Services and Insurance); Manufacturing/Auto; Energy, Life Sciences and
Healthcare; Technology, Retail and Enterprise Businesses; and Public Sector/Government.

�
Expand geographically.  Historically, we generated the majority of our revenues in North America. Over the past several
years, we have made significant investments in Europe and Asia Pacific to capitalize on emerging demand for advisory,
benchmarking and analytical insight in these geographic regions. We intend to continue to expand in Europe and Asia
Pacific and maintain our revenue growth and market leading positions in those markets. The acquisition of Compass
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expanded our geographic reach, particularly in Europe, and increased the amount of our revenues we generated
internationally versus in North America.

�
Aggressively expand our Market focus.  We are seeking to drive our service portfolio and relationships with clients further
into white spaces�Business Advisory Services, Cloud Solutions, Project Management Services, Strategy, Transition and
Organization & Operations are all areas where we are investing additional focus to drive increased revenues and expanded
relationships with clients.

�
Expand "annuity-like" products and services.  As companies begin to recognize the importance of managing the
post-sourcing-transaction period, managed services has emerged as a potential revenue driver for us where our offerings are
delivered through multi-year managed services contracts. We believe that our experience with outsourcing transactions and
software implementation initiatives make us uniquely equipped to provide research insights and direct support to help our
clients manage their transformational projects or act as a third-party administrator. We will continue to pursue opportunities
to leverage our experience to make research and managed services an even greater revenue generator for us.

�
Consider acquisition and other growth opportunities.  The business services, information and advisory market is highly
fragmented. We believe we are well-positioned to leverage our leading market positions and strong brand recognition to
expand through acquisitions. Acquiring firms with complementary services and products will allow us to further develop and
broaden our service offerings and domain expertise. We will consider and may pursue opportunities to enter into joint
ventures and to buy or combine with other businesses.

Our Proprietary Data Assets and Market Intelligence

        One of our core assets is the information, data, analytics, methodologies and other intellectual capital the Company possesses. This
intellectual property underpins the independent nature of our operational assessments, strategy development, deal-structuring, negotiation and
other consulting services we provide our clients.

        With each engagement we conduct, we enhance both the quantity and quality of the intellectual property we can employ on behalf of our
clients, thus providing a continuous, evolving and unique source of information, data and analytics.

        This intellectual property is proprietary and we rely on multiple legal and contractual provisions and devices to protect our intellectual
property rights. We recognize the value of our intellectual property and vigorously defend it. As a result, the Company maintains strict policies
and procedures regarding ownership, use and protection with all parties, including our employees.

Clients

        We operate in 21 countries and across numerous industries. Our private sector clients operate in the financial services, telecommunications,
healthcare and pharmaceuticals, manufacturing, transportation and travel and energy and utilities industries. Our private sector clients are
primarily large businesses and ranked in the Forbes Global 2000 companies annually. Our public sector clients are primarily state and local
governments (cities and counties) and authorities (airport and transit) in the United States and national and provincial government units in the
United Kingdom, Canada and Australia.

Competition

        Competition in the sourcing, data, information and advisory market is primarily driven by independence and objectivity, expertise,
possession of relevant benchmarking data, breadth of service
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capabilities, reputation and price. We compete with other sourcing advisors, research firms, strategy consultants and sourcing service providers.
A significant number of independent sourcing and advisory firms offer similar services. In our view, however, these firms generally lack the
benchmarking data, scale and diversity of expertise that we possess. In addition, most research firms do not possess the data repository of recent,
comparable transactions and benchmarking data. Strategy consultants bring strategy services capabilities to the sourcing and advisory market.
However, since they do not focus exclusively on the sourcing market, they lack the depth of experience that sourcing, data and advisory firms
such as ISG possess. In addition, strategy consultants do not possess the sourcing and technology implementation expertise or the benchmarking
data capabilities that are critical to implementing and managing successful transformational projects for businesses and governments. Other
service providers often lack the depth of experience, competitive benchmarking data and independence critical to playing the role of "trusted
advisor" to clients.

Employees

        As of December 31, 2011, we employed 699 people worldwide.

        Our employee base includes executive management, service leads, partners, directors, advisors, analysts, technical specialists and
functional support staff.

        We recruit advisors from service providers, consulting firms and clients with direct operational experience. These advisors leverage
extensive practical expertise derived from experiences in corporate leadership, consulting, research, financial analysis, contract negotiations and
operational service delivery.

        All employees are required to execute confidentiality, conflict of interest and intellectual property agreements as a condition of
employment. There are no collective bargaining agreements covering any of our employees.

        Our voluntary advisor turnover rate ranged between 9% and 17% over the last three years.

Available Information

        Our Internet address is www.isg-one.com. The content on our website is available for information purposes only. It should not be relied
upon for investment purposes, nor is it incorporated by reference into this Form 10-K. We make available through our Internet website under the
heading "Investor Relations," our annual report on Form 10-K, quarterly reports on Form 10-Q, and current reports on Form 8-K after we
electronically file any such materials with the Securities and Exchange Commission. Copies of our key corporate governance documents,
including our Code of Ethics for Directors, Officers and Employees and charters for our Audit Committee, our Nominating and Corporate
Governance Committee and our Compensation Committee are also on our website. Stockholders may request free copies of these documents
including our Annual Report to Stockholders by writing to Information Services Group, Inc., Two Stamford Plaza, 281 Tresser Boulevard,
Stamford CT 06901, Attention: David E. Berger, or by calling (203) 517-3100.

        Our annual and quarterly reports and other information statements are available to the public through the SEC's website at www.sec.gov. In
addition, the Notice of Annual Meeting of Stockholders, Proxy Statement and 2011 Annual Report to Stockholders are available free of charge
at www.isg-one.com.
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 Item 1A.    Risk Factors

         The loss of key executives could adversely affect our business.

        The success of our business is dependent upon the continued service of a relatively small group of key executives, including Mr. Connors,
Chairman and Chief Executive Officer; Mr. Berger, Executive Vice President, Chief Financial Officer; Mr. Somerdyk, Executive Vice President
and Chief Human Resources and Communications Officer, and Mr. Whitmore, Vice Chairman and President, ISG Americas, among others.

        Although we currently intend to retain our existing management, we cannot assure you that such individuals will remain with us for the
immediate or foreseeable future. The unexpected loss of the services of one or more of these executives could adversely affect our business.

         We have outstanding a substantial amount of debt, which may limit our ability to fund general corporate requirements and obtain
additional financing, limit our flexibility in responding to business opportunities and competitive developments and increase our
vulnerability to adverse economic and industry conditions.

        We incurred a substantial amount of indebtedness to finance the acquisition of TPI, including transaction costs and deferred underwriting
fees. On November 16, 2007, our wholly-owned subsidiary International Consulting Acquisition Corp. ("ICAC") entered into a senior secured
credit facility comprised of a $95.0 million term loan facility and a $10.0 million revolving credit facility. On November 16, 2007, ICAC
borrowed $95.0 million under the term loan facility to finance the purchase price for our acquisition of TPI and to pay transaction costs. As a
result of the substantial fixed costs associated with the debt obligations, we expect that:

�
a decrease in revenues will result in a disproportionately greater percentage decrease in earnings;

�
we may not have sufficient liquidity to fund all of these fixed costs if our revenues decline or costs increase;

�
we may have to use our working capital to fund these fixed costs instead of funding general corporate requirements,
including capital expenditures;

�
we may not have sufficient liquidity to respond to business opportunities, competitive developments and adverse economic
conditions; and

�
our results of operations will be adversely affected if interest rates increase because, based on our current outstanding term
loan borrowings in the amount of $63.8 million, a 1% increase in interest rates would result in a pre-tax impact on earnings
of approximately $0.6 million per year.

        These debt obligations may also impair our ability to obtain additional financing, if needed, and our flexibility in the conduct of our
business. Our indebtedness under the senior secured revolving credit facility is secured by substantially all of our assets, leaving us with limited
collateral for additional financing. Moreover, the terms of our indebtedness under the senior secured revolving credit facility restrict our ability
to take certain actions, including the incurrence of additional indebtedness, mergers and acquisitions, investments and asset sales. Our ability to
pay the fixed costs associated with our debt obligations will depend on our operating performance and cash flow, which in turn depend on
general economic conditions and the advisory services market. A failure to pay interest or indebtedness when due could result in a variety of
adverse consequences, including the acceleration of our indebtedness. In such a situation, it is unlikely that we would be able to fulfill our
obligations under or repay the accelerated indebtedness or otherwise cover our fixed costs. As of December 31, 2011, the total principal
outstanding under the term loan facility was $63.8 million. There were no borrowings under the revolving credit facility during fiscal 2011.
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         Failure to maintain effective internal controls over financial reporting could adversely affect our business and the market price of our
Common Stock.

        Pursuant to rules adopted by the SEC implementing Section 404 of the Sarbanes-Oxley Act of 2002, we are required to assess the
effectiveness of our internal controls over financial reporting and provide a management report on our internal controls over financial reporting
in all annual reports. This report contains, among other matters, a statement as to whether or not our internal controls over financial reporting are
effective and the disclosure of any material weaknesses in our internal controls over financial reporting identified by management.

        The Committee of Sponsoring Organizations of the Treadway Commission (COSO) provides a framework for companies to assess and
improve their internal control systems. Auditing Standard No. 5 provides the professional standards and related performance guidance for
auditors to attest to, and report on, management's assessment of the effectiveness of internal control over financial reporting under Section 404.
Management's assessment of internal controls over financial reporting requires management to make subjective judgments and, some of the
judgments will be in areas that may be open to interpretation. Therefore, our management's report on our internal controls over financial
reporting may be difficult to prepare, and our auditors may not agree with our management's assessment.

        While we currently believe our internal controls over financial reporting are effective, we are required to comply with Section 404 on an
annual basis. If, in the future, we identify one or more material weaknesses in our internal controls over financial reporting during this
continuous evaluation process, our management will be unable to assert such internal controls are effective. Although we currently anticipate
being able to continue to satisfy the requirements of Section 404 in a timely fashion, we cannot be certain as to the timing of completion for our
future evaluation, testing and any required remediation due in large part to the fact that there are limited precedents available by which to
measure compliance with these requirements. Therefore, if we are unable to assert that our internal controls over financial reporting are effective
in the future, or if our auditors are unable to express an opinion on the effectiveness of our internal controls, our investors could lose confidence
in the accuracy and completeness of our financial reports, which could have an adverse effect on our business and the market price of our
Common Stock.

         Our operating results have been, and may in the future be, adversely impacted by the worldwide economic crisis and credit tightening.

        Our results of operations are affected by the level of business activity of our clients, which in turn is affected by the level of economic
activity in the industries and markets that they serve. A decline in the level of business activity of our clients could have a material adverse effect
on our revenue and profit margin. In particular, our exposure to certain industries currently experiencing financial difficulties, including the
transportation and financial services industries, could have an adverse effect on our results of operations. Future economic conditions could
cause some clients to reduce or defer their expenditures for consulting services. We have implemented and will continue to implement
cost-savings initiatives to manage our expenses as a percentage of revenue. However, current and future cost-management initiatives may not be
sufficient to maintain our margins if the economic environment should weaken for a prolonged period.

         The rate of growth in the broadly defined business information services & advisory sector and/or the use of technology in business may
fall significantly below the levels that we currently anticipate.

        Our business is dependent upon continued growth in sourcing activity, the use of technology in business by our clients and prospective
clients and the continued trend towards sourcing of complex information technology and business process tasks by large and small
organizations. If sourcing
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diminishes as a management and operational tool, the growth in the use of technology slows down or the cost of sourcing alternatives rises, our
business could suffer. Companies that have already invested substantial resources in developing in-house information technology and business
process functions may be particularly reluctant or slow to move to a sourcing solution that may make some of their existing personnel and
infrastructure obsolete.

         Our engagements may be terminated, delayed or reduced in scope by clients at any time.

        Our clients may decide at any time to abandon, postpone and/or to reduce our involvement in an engagement. Our engagements can
therefore terminate, or the scope of our responsibilities may diminish, with limited advance notice. If an engagement is terminated, delayed or
reduced unexpectedly, the professionals working on the engagement could be underutilized until we assign them to other projects. Accordingly,
the termination or significant reduction in the scope of a single large engagement, or multiple smaller engagements, could harm our business
results.

         Our operating results may fluctuate significantly from period to period as a result of factors outside of our control.

        We expect our revenues and operating results to vary significantly from accounting period to accounting period due to factors including:

�
fluctuations in revenues earned on contracts;

�
commencement, completion or termination of contracts during any particular period;

�
additions and departures of key advisors;

�
transitioning of advisors from completed projects to new engagements;

�
seasonal trends;

�
the introduction of new services by us or our competitors;

�
changes in fees, pricing policies or compensation arrangements by us or our competitors;

�
strategic decisions by us, our clients or our competitors, such as acquisitions, divestitures, spin-offs, joint ventures, strategic
investments or changes in business strategy;

�
global economic and political conditions and related risks, including acts of terrorism; and

�
conditions in the travel industry that could prevent our advisors from traveling to client sites.

         We depend on project-based advisory engagements, and our failure to secure new engagements could lead to a decrease in our
revenues.

        Advisory engagements typically are project-based. Our ability to attract advisory engagements is subject to numerous factors, including the
following:

�
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delivering consistent, high-quality advisory services to our clients;

�
tailoring our advisory services to the changing needs of our clients;

�
matching the skills and competencies of our advisory staff to the skills required for the fulfillment of existing or potential
advisory engagements; and

�
maintaining a global business operation.

        Any material decline in our ability to secure new advisory arrangements could have an adverse impact on our revenues and financial
condition.

12
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         We may not be able to maintain our existing services and products.

        We operate in a rapidly evolving market, and our success depends upon our ability to deliver high quality advice and analysis to our clients.
Any failure to continue to provide credible and reliable information and advice that is useful to our clients could have a significant adverse effect
on future business and operating results. Further, if our advice proves to be materially incorrect and the quality of service is diminished, our
reputation may suffer and demand for our services and products may decline. In addition, we must continue to improve our methods for
delivering our products and services in a cost-effective manner.

         We may not have the ability to develop and offer the new services and products that we need to remain competitive.

        Our future success will depend in part on our ability to offer new services and products. To maintain our competitive position, we must
continue to enhance and improve our services and products, develop or acquire new services and products in a timely manner, and appropriately
position and price new services and products relative to the marketplace and our costs of producing them. These new services and products must
successfully gain market acceptance by addressing specific industry and business sectors and by anticipating and identifying changes in client
requirements. The process of researching, developing, launching and gaining client acceptance of a new service or product, or assimilating and
marketing an acquired service or product is risky and costly. We may not be able to introduce new, or assimilate acquired, services and products
successfully. Any failure to achieve successful client acceptance of new services and products could have an adverse effect on our business
results.

         We may fail to anticipate and respond to market trends.

        Our success depends in part upon our ability to anticipate rapidly changing technologies and market trends and to adapt our advice, services
and products to meet the changing sourcing advisory needs of our clients. Our clients regularly undergo frequent and often dramatic changes.
That environment of rapid and continuous change presents significant challenges to our ability to provide our clients with current and timely
analysis, strategies and advice on issues of importance to them. Meeting these challenges requires the commitment of substantial resources. Any
failure to continue to respond to developments, technologies, and trends in a manner that meets market needs could have an adverse effect on
our business results.

         We may be unable to protect important intellectual property rights.

        We rely on copyright and trademark laws, as well as nondisclosure and confidentiality arrangements, to protect our proprietary rights in our
methods of performing our services and our tools for analyzing financial and other information. There can be no assurance that the steps we have
taken to protect our intellectual property rights will be adequate to deter misappropriation of our rights or that we will be able to detect
unauthorized use and take timely and effective steps to enforce our rights. If substantial and material unauthorized uses of our proprietary
methodologies and analytical tools were to occur, we may be required to engage in costly and time-consuming litigation to enforce our rights.
There can be no assurance that we would prevail in such litigation. If others were able to use our intellectual property or were to independently
develop our methodologies or analytical tools, our ability to compete effectively and to charge appropriate fees for our services may be
adversely affected.
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         We face competition and our failure to compete successfully could materially adversely affect our results of operations and financial
condition.

        The business information services and advisory sector is competitive, highly fragmented and subject to rapid change. We face competition
from many other providers ranging from large organizations to small firms and independent contractors that provide specialized services. Our
competitors include any firm that provides sourcing or benchmarking advisory services, IT strategy or business process consulting, which may
include a variety of consulting firms, service providers, niche advisors and, potentially, advisors currently or formerly employed by us. Some of
our competitors have significantly more financial and marketing resources, larger professional staffs, closer client relationships, broader
geographic presence or more widespread recognition than us.

        In addition, limited barriers to entry exist in the markets in which we do business. As a result, additional new competitors may emerge and
existing competitors may start to provide additional or complementary services. Additionally, technological advances may provide increased
competition from a variety of sources. There can be no assurance that we will be able to successfully compete against current and future
competitors and our failure to do so could result in loss of market share, diminished value in our products and services, reduced pricing and
increased marketing expenditures. Furthermore, we may not be successful if we cannot compete effectively on quality of advice and analysis,
timely delivery of information, client service or the ability to offer services and products to meet changing market needs for information,
analysis or price.

         We rely heavily on key members of our management team.

        We are dependent on our management team. We have entered into subscription and non-competition agreements with a number of these
key management personnel. If any of the covenants contained in the subscription and non-competition agreements are violated, the key
management personnel will forfeit their shares (or the after-tax proceeds if the shares have been sold). We issued restricted stock units ("RSUs")
and stock appreciation rights ("SARs") to key employees. Vesting rights in the RSUs and SARs are subject to compliance with restrictive
covenant agreements. Vested and unvested RSUs and SARs will be forfeited upon any violation of the restrictive covenant agreements. Despite
the non-competition and restrictive covenant agreements, we may not be able to retain these managers and may not be able to enforce the
non-competition and restrictive covenants. If we were to lose a number of key members of our management team and were unable to replace
these people quickly, we could have difficulty maintaining our growth and certain key relationships with large clients.

         We depend upon our ability to attract, retain and train skilled advisors and other professionals.

        Our business involves the delivery of advisory and consulting services. Therefore, our continued success depends in large part upon our
ability to attract, develop, motivate, retain and train skilled advisors and other professionals who have advanced information technology and
business processing domain expertise, financial analysis skills, project management experience and other similar abilities. We do not have
non-competition agreements with many non-executive advisors. Consequently, these advisors could resign and join one of our competitors or
provide sourcing advisory services to our clients through their own ventures.

        We must also recruit staff globally to support our services and products. We face competition for the limited pool of these qualified
professionals from, among others, technology companies, market research firms, consulting firms, financial services companies and electronic
and print media companies, some of which have a greater ability to attract and compensate these professionals. Some of the personnel that we
attempt to hire may be subject to non-compete agreements that could impede our short-term recruitment efforts. Any failure to retain key
personnel or hire and train additional qualified
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personnel as required supporting the evolving needs of clients or growth in our business could adversely affect the quality of our products and
services, and our future business and operating results.

         We may have agreements with certain clients that limit the ability of particular advisors to work on some engagements for a period of
time.

        We provide services primarily in connection with significant or complex sourcing transactions and other matters that provide potential
competitive advantage and/or involve sensitive client information. Our engagement by a client occasionally precludes us from staffing certain
advisors on new engagements because the advisors have received confidential information from a client who is a competitor of the new client.
Furthermore, it is possible that our engagement by a client could preclude us from accepting engagements with such client's competitors because
of confidentiality concerns.

         In many industries in which we provide advisory services, there has been a trend toward business consolidations and strategic alliances
that could limit the pool of potential clients.

        Consolidations and alliances reduce the number of potential clients for our services and products and may increase the chances that we will
be unable to continue some of our ongoing engagements or secure new engagements.

         We derive a significant portion of our revenues from our largest clients and could materially and adversely be affected if we lose one or
more of our large clients.

        Our 20 largest clients accounted for approximately 33% of revenue in 2011 and 45% in 2010. If one or more of our large clients terminate
or significantly reduce their engagements or fail to remain a viable business, then our revenues could be materially and adversely affected. In
addition, sizable receivable balances could be jeopardized if large clients fail to remain viable.

         Our international operations expose us to a variety of risks which could negatively impact our future revenue and growth.

        Approximately 53% and 42% of our revenues for 2011 and 2010 were derived from sales outside of the Americas, respectively. Our
operating results are subject to the risks inherent in international business activities, including:

�
tariffs and trade barriers;

�
regulations related to customs and import/export matters;

�
restrictions on entry visas required for our advisors to travel and provide services;

�
tax issues, such as tax law changes and variations in tax laws as compared to the United States;

�
cultural and language differences;

�
an inadequate banking system;

�
foreign exchange controls;

�
restrictions on the repatriation of profits or payment of dividends;

�

Edgar Filing: Information Services Group Inc. - Form 10-K

19



crime, strikes, riots, civil disturbances, terrorist attacks and wars;

�
nationalization or expropriation of property;

�
law enforcement authorities and courts that are inexperienced in commercial matters; and

�
deterioration of political relations with the United States.
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        Air travel, telecommunications and entry through international borders are all vital components of our business. If a terrorist attack similar
to 9/11 were to occur, our business could be disproportionately impacted because of the disruption a terrorist attack causes on these vital
components.

        We intend to continue to expand our global footprint in order to meet our clients' needs. This may involve expanding into countries beyond
those in which we currently operate. We may involve expanding into less developed countries, which may have less political, social or economic
stability and less developed infrastructure and legal systems. As we expand our business into new countries, regulatory, personnel, technological
and other difficulties may increase our expenses or delay our ability to start up operations or become profitable in such countries. This may
affect our relationships with our clients and could have an adverse effect on our business.

         We operate in a number of international areas which exposes us to significant foreign currency exchange rate risk.

        We have significant international revenue, which is generally collected in local currency. We currently hold or issue forward exchange
contracts for hedging purposes. We do enter into forward contracts for hedging of specific transactions. All are settled prior to quarter end. The
percentage of total revenues generated outside the Americas increased from 45% in 2008 to 53% in 2011. It is expected that our international
revenues will continue to grow as European and Asian markets adopt sourcing solutions and through the acquisition of Compass. The translation
of our revenues into U.S. dollars, as well as our costs of operating internationally, may adversely affect our business, results of operations and
financial condition.

         We may be subject to claims for substantial damages by our clients arising out of disruptions to their businesses or inadequate service
and our insurance coverage may be inadequate.

        Most of our service contracts with clients contain service level and performance requirements, including requirements relating to the quality
of our services. Failure to consistently meet service requirements of a client or errors made by our employees in the course of delivering services
to our clients could disrupt the client's business and result in a reduction in revenues or a claim for damages against us. Additionally, we could
incur liability if a process we manage for a client were to result in internal control failures or impair our client's ability to comply with our own
internal control requirements.

        Under our service agreements with our clients, our liability for breach of our obligations is generally limited to actual damages suffered by
the client and is typically capped at the greater of an agreed amount or the fees paid or payable to us under the relevant agreement. These
limitations and caps on liability may be unenforceable or otherwise may not protect us from liability for damages. In addition, certain liabilities,
such as claims of third parties for which we may be required to indemnify our clients or liability for breaches of confidentiality, are generally not
limited under those agreements. Although we have commercial general liability insurance coverage, the coverage may not continue to be
available on acceptable terms or in sufficient amounts to cover one or more large claims. The successful assertion of one or more large claims
against us that exceed available insurance coverage or changes in our insurance policies (including premium increases or the imposition of large
deductible or co-insurance requirements) could have a material adverse effect on our business.

         We could be liable to our clients for damages and subject to liability and our reputation could be damaged if our client data is
compromised.

        We may be liable to our clients for damages caused by disclosure of confidential information. We are often required to collect and store
sensitive or confidential client data in order to perform the services we provide under our contracts. Many of our contracts do not limit our
potential liability for
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breaches of confidentiality. If any person, including any of our current or former employees, penetrates our network security or misappropriates
sensitive data or if we do not adapt to changes in data protection legislation, we could be subject to significant liabilities to our clients or to our
clients' customers for breaching contractual confidentiality provisions or privacy laws. Unauthorized disclosure of sensitive or confidential client
data, whether through breach of our processes, systems or otherwise, could also damage our reputation and cause us to lose existing and
potential clients. We may also be subject to civil actions and criminal prosecution by government or government agencies for breaches relating
to such data. Our insurance coverage for breaches or mismanagement of such data may not continue to be available on reasonable terms or in
sufficient amounts to cover one or more large claims against us.

         Client restrictions on the use of client data could adversely affect our activities.

        The majority of the data we use to populate our databases comes from our client engagements. The insight sought by clients from us relates
to the contractual data and terms, including pricing and costs, to which we have access in the course of assisting our clients in the negotiation of
our sourcing agreements. Data is obtained through the course of our engagements with clients who agree to contractual provisions permitting us
to consolidate and utilize on an aggregate basis such information. If we were unable to utilize key data from previous client engagements, our
business, financial condition and results of operations could be adversely affected.

         We may not be able to maintain the equity in our brand name.

        We are transitioning to the ISG brand with TPI, Compass and STA Consulting positioned as product and service descriptors which have
legally registered trademarks in certain appropriate jurisdictions. There may be other entities providing similar services that use these names for
their business. There can be no assurance that the resulting confusion and lack of brand-recognition in the marketplace created by this transition
will not adversely affect our business.

        We believe that the ISG brand and the related subsidiary brands including "TPI", "Compass" and "STA Consulting" remain critical to our
efforts to attract and retain clients and staff and that the importance of brand recognition will increase as competition increases. We may expand
our marketing activities to promote and strengthen our brands and may need to increase our marketing budget, hire additional marketing and
public relations personnel, expend additional sums to protect the brands and otherwise increase expenditures to create and maintain client brand
loyalty. If we fail to effectively promote and maintain the brands or incur excessive expenses in doing so, our future business and operating
results could be adversely impacted.

         Our outstanding warrants may be exercised in the future, which would increase the number of shares eligible for future resale in the
public market and would result in dilution to our stockholders. This might have an adverse effect on the market price of the common stock.

        As part of the purchase consideration paid to MCP-TPI Holdings, LLC, a Texas limited liability company ("MCP-TPI"), ISG issued
warrants exercisable beginning on November 16, 2008 into 5 million shares of ISG common stock at an exercise price of $9.18 per share. To the
extent these warrants are exercised, additional shares of our common stock will be issued, which will result in dilution to our stockholders and
increase the number of shares eligible for resale in the public market. Sales of substantial numbers of such shares in the public market could
adversely affect the market price of our shares. 

 Item 1B.    Unresolved Staff Comments

        None. 
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 Item 2.    Properties

        We maintain our executive offices in Stamford, Connecticut. The majority of our business activities are performed on client sites. We do
not own offices or properties. We have leased offices in the United States, Australia, Canada, China, France, Germany, India, Italy, Japan,
Netherlands, Singapore, Spain, Sweden and the United Kingdom. 

 Item 3.    Legal Proceedings

        We are not aware of any asserted or unasserted legal proceedings or claims that we believe would have a material adverse effect on our
financial condition, results of operations or cash flows. 

 Item 4.    Mine Safety Disclosures

        Not applicable.
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PART II

 Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

        On February 1, 2007, our units began trading on the American Stock Exchange under the symbol "III.U". Each of our units consisted of one
share of common stock and one warrant. On February 12, 2007, the common stock and warrants underlying our units began to trade separately
on the American Stock Exchange under the symbols "III" and "III.WS", respectively. Our securities were traded on the American Stock
Exchange until January 31, 2008.

        On February 1, 2008, our common stock, warrants and units began trading on The Nasdaq Stock Market LLC under the symbols "III",
"IIIW" and "IIIIU", respectively. On January 31, 2011, our warrants and units expired pursuant to their terms and are no longer traded on The
Nasdaq Stock Market. The following sets forth the high and low closing sales price of our common stock, warrants and units, as reported on The
Nasdaq Stock Market LLC for the periods shown:

Common Stock

High Low

March 31, 2011 $ 2.40 $ 1.90

Joint Filing
Agreement
dated
February 12,
2010 by and
between
Cornelius B.
Prior, Jr.,
Gertrude J.
Prior and the
Cornelius B.
Prior, Jr.
2004 Grantor
Retained
Annuity
Trust.
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