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When used in this Repon, 1M words "inmtd," "ap«rs," "plllns," "estimtues." "aruicipales, • 
"projects,· "btlievu," tl1td simiJtu aprtssiotu tUt inltn/Ud to idmtify forward-loolcing srtllemttUS. 
Specifically. srtllemenu iltcbld«J in this /Upon that art not historical facts, inclluJing stalemttUS abour 
the Company 's btU¢ tl1td C%p«UUIiotu about ils lnuintss and i1s industry art forward-loolcing 
stazemenlS. Such stattmDW tUt subject to risks and uncenoiNiu that could cause actiUJI resulls or 
ourcomes to di~r mt~~D"i~Uly. Slldl risks and IIIICeTUJinliu inc/wit, but are not Jimiud to, tht degree to 
which the Company is ~mg6d and tht restrictions imposed on tht Company undtr its existing debt 
insrrwnt•nrs thai may adwruly af/«t tht Company 's ability to finance its fururt optrarions, to compete 
qfecrivet;• against bmtr Cl1piiiJliud compttilors and to withstand downrums in it's business or the 
economy gtMraJ/y; and odru ftu:tors discussed in tht Company 's jllings with the ~curitits and 
Exchange Commission. Forward -looking staltments inclwitd in this Rtporr spftJlc only as of the daze 
htrtof and tht Company undtrralus no obligation to revise or updalt such stattmenrs to rqltct tv~rus 
or circumstances afttr tht dart hereof or to rtfltct the occurrtnct of WUJIIIicipattd tvtnrs. 



Currem aaeu: 
~ llld cash eqWvaleaD 
R.esaiaed cash 
Short-«enn invesr••eo 
Trade accoums receivab.le, 1111 of IDowiDce fbr doablftl1 

ICCOUDDOf ~ 
Prepajd expeuses aad omer a:ura ..a 

Tocal currem aaea 

Property md eqWpalem 
Less ICC""'" lurd clepredadaa 

Tocal ptopeny aad ...,", • I 

R.esmaed cash. aca-<:amiX 

Goodwill. 1111 of wrizadw of . . &iip&liMII7 
Od1cr im:az:li!ble asseu. 1111 of iWOidwiaa ot 

respeatvely 
lnve:stmcJIS md ocber aaea 

Tow assea 

LIA.BU..miS AND SII.UI:IIOLDaS' IQVrrY 
Current liabilities: 

Tr.lde accoums ~ 
Accrued compenucioa 
Ac:aued imerest 
Other accrued 1iabilida 
CIUTelli portion of loDJ-«erm debe 
Cum:m portion of capital Lcue obUpQoal 
Liability reWed tO busiDaa ICqUiaidoa 

T ocal currem liabilitia 

Long cerm debt. aet of OUcoum. 1111 ot currem ponica 
Long ttrm ~iw le:aae oblipdona, '* of Clln'IIU pordoa 

Total liabilities 

Commirmenrs (DOte 6) 

Slwdlolders' equity: 
Prefen'ed stoet. 1 IDiWoa shares llllboiized. .... illaed 
Common swc:t. ao par valuf;, 100 mi11laD ..... ~ 

26.859,000 md Z7,473,j(J7 iauecl aad .,..,...,ttn1, tapee:tivdy 
Warrants 
Tre:ssury stock 
Deferred compe:wuon obl.ipdon 
Accwnula!ed other compRbeDsive iDcomc 
Une.uned cornpen.urioo 
Accumulated deficit 

T vu.l slweboldm' equity 
Tot.a.l li.lbilitic:s and sharebolden' equity 

l)e ••n. 
lW7 

The M:COmpauyiua aora are 1D ialqral part of dlae caaoUd.aed f!nanc:iaJ nremenn 
1 

l-.30, 
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CONVERGENT COMMVNICAnONS, INC. 

Operatin1 revenue 
Data and voice produces 
Data and voice aervk:es 

Total revenue 

Operatiq expeue~ 
Operatina COlli 

CONSOLIDATBD STATDIENTS OF OPKRA110NS 
AND COMPUIII:NSIVE INCOME 

SelliDa, Jeueralllld admmilndve 
Depreciation IDd amonizadoa 

Tocal operadDa expeuaes 

OperatiDa loa 

Other iDcome (expeme) 
Interest expense 
Interest iDcome 
Other. net 

Net Loss 
Other ccmprebensive income, 

Unrealized boldina 1ains on securities 

Comprehensive income (loss) 

Net loss per share: 
Net loss per share (buic &Dd diluled) 

Weighted average DUIIIber of sbare3 
outstanding (basic and diluted) 

The accompuytna noces are au inlearal pan of !best consolida&cd tiDIDciaJ swements 
2 



eoa...IIOCk ...... lOr: 
401KM.eda 

Burdle oiiiDct ... 
Burdleol~ . 

• IIIII] 

Ollllcr c• 11 t 'we iDcome: 
lJiualbed .. oo ~eCUJila 

Mel lola 
llll..ce, Juae 30, 1998 

Commoo 
Shares 
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CONVERGENT COMMUNICATIONS, INC. 

CONSOLIDATED STATEMENTS OF SIIAREIIOLOERS' EQUITY 

Commoo 
S&ock 

Treuury 
Slock 

Deferred 
CocnpeosaUon Unearned 

Obliplioa Warrants Compeou~ion 
(nnetdlledl __ 

Accwnubll:d 
Other 

Comprebcnaive Aa:umuJalcd 
Income Deficit 

The ICCOmpanying notes are an integral part of these cooaolldaced fioancialacatements 
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Cab flows from operadq aedtldlii: 
Net lou 

Adjustments to recoacile oet loss to oet cub ued iD 
opemiD& activities: 

Depreciation aDd amortizldoa 
Amortization of deferred fiDallciq c:oas iDcblded iD 

iDrerestexpeuse 
Provision for uacoUectible ICXQJDD 

Stock compeDWioD npeue 
401-k coarribudoas dlfOUih lbe ••ace of 

commoa IIOCk 
Change in workiq c:apiral, Det of cbe etrec:u of bnstrwa 

combilwioos: 
Trade acwnm receivable 
Prepaid expellleS aDd ocber current ...a 
Trade ICCCJIIDD payable 
Accrued compeuarioa 
Accrued iDierest 
Otber accrued Uabi1ilies 

Net cash used in operadDa ICtividos 
Cub tJows trom ID•esdq ICdtldei; 

Additions of property aDd equipment 
Acquisitions, net of cash acquired 
hivesanent 
Sb,m-term investments 
Restricted cash 
Other assets 

Net cash used in iDvestin& activities 
Casb tJows from tlnencfnl acdYides: 

Proceeds from private placement, aet of otreriq com 
Payments on loq-rerm borrowiqs 
Proceeds from new borrowin&s 
Proceeds from sale of common stOCk, oet 
Proceeds from exercise of stock options aDd warraDil 
Cash paid to retire iDdebccdness of predeceslor compaay 

Net cash provided by tin&Dcing activities 

Net increase (decrease) in cash and cash equivaleml 
Cash and cash equivalents at beginnina of period 
Cash and cash equivalents at end of period 

For cbe lix IDOOibJ ended 
JuDe 30, 1997 JUDe 30, 1998 

( n1111Mf111ed) 

The accompanying aoces are 111 iDI;qB1 J*t ol ...... .,..,.._, flnw:fal •- *N' .. . ~ . . ,. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS (CO&IdlnM-d) 

Cub paid tor iDimat 
Cub paid for iDccJa'je rues 
Acquisition of propeny IDd equipmem dlrouP cbe 

iasu•oce of C:apilalleues 
Common stock illued tor busiDesa combi.Jwions 

The accompanyiq ooces are an i.mep'aJ pan of these consolidalcd tinaocw swemems 
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