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Lance J.M. Steinhart

Attorney At Law
6455 East Johns Crossing
Suite 283
Duluth, Georgia 30097
Also Admitted in New York Telephone: (770) 232-9200
and Maryland Facsimile: (770) 232-9208
July 30, 1998
VI A4
Florida Public Service Commission
Division of Records & Reporting
Certification & Compliance Section () 456 TL
2540 Shumard Oak Blvd.
Gunter Bidg.

Tallahassee, Florida 32399-0850

Re: Convergent Communications Services, Inc.
CONFIDENTIAL TREATMENT REQUESTED

Dear Sir/Madam:

Enclosed please find three (3) copies of Convergent Communications, Inc.’s (Applicant’s
parent company) financial statements for the years ended December 31, 1995, 1996 & 1997
respectively, which is being filed in conjunction with Convergent Communications Services,
Inc.’s Application for Authority to Interexchange Telecominunications Service Within the State
of Florida. The Applicant requests confidential treatment for its financial information.

I have enclosed one original copy and two edited copies in which the information claimed
as confidential is blacked out.

Please return a stamped copy of the extra copy of this letter in the enclosed preaddressed
prepaid envelope.

It you have any questions, plicase do pot hesitate to call me. Thank you for your
———aitention to this matter.

Sincerely,

1. Steinhart, Esq.
Atorney for Convergent Communications Services, Inc.

=—Pnclosures
Karen Bedell
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CONVERGENT COMMUNICATIONS, INC,

CONSOLIDATED FINANCIAL STATEMENTS

as of December 31, 1996 and 1997 and for the year ended
December 31, 1995, the period from Janusary 1, 1996 to December 16, 1996,
the period from inception (March 1, 1996) to December 31, 1996
and the year ended December 31, 1997




. CONVERGENT COMMUNICATIONS, !

CONSOLIDATED BALANCE SHEETS
December 31, December 31,
ASSETS 1996 1997
Current apsete
Cash and cash equrivalents
Short-term investmenty

Trade sccounts receivable, pet of allowance (or doubefil
sccounts of $15,827 and 21,389 respectively
Prepaid expanses and other corrent amets
Toml currest sy

Property and equipment
Less accumuiated depreciation
Toeal proparty snd equipment

Restricted cash
Goodwill, net of amortization of $12,090 and $4735,052
respectively
Other intsngible agsety, net of amortization of 510,548
and $338,486, respectively
[nvesunents and other st
Total azssta

LIABILITIES AND SHAREHOLDERS EQUITY ™

Current linbilities:
Trade accounts peysble
Accrued compensation
Other uccrued linbilities
Current portion of notes paynble snd capital (sases
Towl current linbilides

Nan-current portion of notss peyabls and capital leases

Shareholdery’ equity:
Preferred stock, | million shares muthorized, none issued
Common stock. no par value, 30 million sheres suthorized,
15,739,525 and 26,839,000 issued end outstanding, respoctively

Warrapts
Unrealized gan (loss) on investments
Unearmed compensation
Accumulated defieic

Total sharcholders’ equity

Tota liabitiries and shareholdars’ equity

The accompanying notes are an intagral part of thase consolidated finsncin! satements.



. CONVERGENT COMMUNICATIONS. l.
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Period For the Period

For the yesr Jarwmry 1, 1996 from Inception Far the year
Decamber 31, Deacember 16, December 31, Dember 11,

Dama and voice product revenue
Dama and voice service revenus
Towml revenue

Com of data and voics prodncts
Cost of datn and voice services

Total cost
Grass marg'n
Selling, general and adminisrative
Depreciation and smortizesion
Interest expensed income) and other
Net loss
Net loss per share (basic)
Weighted average shares outstanding

Net loss per share (diluted)
Weighted sverage shares outstanding (dilued)

The accompanying notes are 1o insegral part of these coasolidared finaocial statements.
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CONVERGENT COMMUNICATIONS, n,

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Member's eguity, Jaounry 1, 1993
Receivibie fum member
Net losz allocated to membery

Balsnce. December 31, 1995
Net logs allocsted 1o members
Coamibutions fom membes

Balsnce, December 16, 1996

Commos Shens

Ussarmed  Usmallzed  Accasmlesd

Y — Compepation  Galir (Eoss)

Total

Balance, March [, 1996

[nitial saie of stock to fousders
Sale of gock i privam placememt
Offiering costs

Siock issued in scquisition of ICN
Sock compensation

Net loss

Baiance, Docember 31, 1996

Sale of stock in privets placemenss
Offering costs
Stock issued to SONeTech

Unrealized gain (loss)
Net loas

Balance, Decanber 31, 1997

The accompanying nows arc an integral part of these consolidated flasncial satements.
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CONVERGENT COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

For s Pariod For e Period

For the year Jamuery |, from laception For the year
anded 1996 turough dwough ondd
Decmber 31, - Cetamber 16, Decamber 31, December 31,
1993 1996 1996 1997

Cash flows from operating sctivitess

Net loss
Mjmummﬂcuuﬂ-ﬁ

used in operating activites:
Depracimion and amortization
Provision fhr uncollectible aocounty
Sioek compiniation axpults
(Gain) loss from saie of squipment
Other
Change ir working capital (net of scquisicions):
Trade scoounts recstvable
Prepaid expenses and other CiTent amels
Rastricted cash
Trade accounts payabie
Accrued compensstion
Onher accrusd llsbilicies
Nat cash provided by (usad in) operstiag activitles
Cash flows from investing activides:
Additions of property and equipment
Procceds rom sales of property and eguipment
Organizational costs
Acquisitions. net of cash scquired
Long-ierm investment
Purchase of shomn-ierm invesIwents
Sale of shon-eTm invesTmenty
Other asets
Met cash used in investing sctivithes
Cash flows from Maascing sedvities:
Payments on long-Lerm bofrowings
Advances 10 members
Proceeds from new bofTowings
Proceeds from iniual capical contribetions
Proceeds from sale of common sC~k, et
Psyment of note [0 former owner of ICN
Cash pmed 10 retire indebiedness of predecessor compasy
Proceeds from exercise of stock options
Repurchase of common shares
Net cash provided by (used in) financing activithes

Net increase (decrease) in cish and cash equivalents
Cash 2nd cash equivalents st boginning of peniod
Cash and cash equivalents o end of period

m:mommmmmwﬂmofwwwnm.
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" CONVERGENT COMMUNICATIONS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOW (contiousd)

For the Period
For the Period from
For the yer Juuary 1, [ncepdon For the year
endad 1996 dhrough through ended
Decamber 11, December 16, December 31, December 31,
1995 1996 1996 1997
(predecassor) {predecagsor) * (succatsor) (suceasor)

Non cagh transacrions anxi suppiemental disclomares:

Acquisition of equipment through the sssumption
of capital iezse obligations

Lysuance of common stock for investmant in SONeTech
Lnterest paid

Income taxes paid

The accompanying notes are an integral part of these consolidated financial ssements.
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Lance J.M., Steinhart
Aorney At Law
6455 East Johns Crossing ~ DErOS™ DATE
Suite 283 pP823m LUG (03 1998
Duluth, Georgia 30097
Also Admitted in New York Telephone: (770) 232-9200
and Maryland Facsimile: (770) 232-9208
July 30, 1998 .
V1A OVERNIGHT DELIVERY T
Check recelved with —y
. . . . forwarded 1o Figcel m . .
Florida Public Service Commission Fiacal to forwary o of o
Division of Administration 10 RAR with proof of daposs + "
2540 Shumard Oak Blvd. | of who '
Gunter Bidg. 2&_‘ forwarded oheok:
Tallahassee, Florida 32399-0850 -'_,
‘.
Re: Convergent Communications Services, Inc. 7)% 0‘??5 - I __l
Dear Sir/Madam:

Enclosed please find one original and twelve (12) copies of Convergent Communications
Services, Inc.’s Application for Authority to Provide Interexchange Telecommunications Service
Within the State of Florida, along with an original and twelve (12) copies of Convergent
Com.munications Services, Inc.’s proposed tariff.

Convergent Communications Services, Inc. has sufficient financial capability to provide
the requested service in the State of Florida and has sufficient financial capability to maintain
the requested service and to mect its lease or ownership obligations. In support of Convergent
Communications Services, Inc.’s stated financial capability, copies of its financial statements for
the years ended December 31, 1995, 1996 & 1997 respectively are being submitied under
separate cover requesting confidential treatment. As a switchless reseller, Convergent
Communications Services, Inc. does not intend to make a capital investment to provide service
in the State of Florida, however, Convergent Communications Services, Inc. intends to fund the
provision of service through internally generated cash flow or its parent company. Convergent
Communications Services, Inc. also has the ability to borrow funds, if required, based upon its
financial capabilities.

I also have enclosed a check in the amount of $250.00 payable to the Florida Public
Service Commission to cover the cost of filing these documents.

Doi st eiie DATE
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Florida Public Service Commission
July 30, 1998
Page 2

Please return a stamped copy of the extra copy of this letter in the enclosed preaddressed
prepaid envelope.

If you have any questions regarding the application or the tariff, please do not hesitate
to call me. Thank you for your attention to this matter.

J.M. Steinhart, Esq.
Attorney for Convergent Communications Services, Inc.

Enclosures
cc: Karen L. Bedell





