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I appreciate the opportunity to update you on recent developments at 

NetVersant Solutions. This report, like previous ones, is intended to keep 

you informed of our progress. While most privately owned entities do 

not correspond with investors in this fashion, we view our Progress 

Reports as an important tool for communicating with the Company’s 

valued shareholders.

�
ECONOMIC OVERVIEW
With improving economic indicators and expected increasing demand for 

our service offerings, profitable growth is the central theme for 

NetVersant in 2002. As we indicated in our December 2001 Progress 

Report, it was our belief that the business slowdown we experienced in 

the latter portion of 2001 would be temporary and that 2002 would

offer an improved climate for business growth. 

While the economy is not yet back at full strength, improved operating 

results for the first quarter of 2002, as compared to the immediately 

preceding quarter, have us off to a very solid start and early indications 

for the remainder of the year are encouraging. 

�
LEADERSHIP FORUMS
The success of our business plan to develop a nationally integrated 

operating entity is dependent on a coordinated strategy and consistent 

practices across many geographic locations. Effective implementation

of these practices requires our operational leadership to have superior 

tools to market NetVersant’s services and manage local operations. 

Identifying and executing these best practices are among the many

topics discussed at our Company’s Leadership Forums held throughout 

the year. Key members of senior management from each of our 

operating locations attend these interactive meetings to share ways 

NetVersant can increase growth, improve operating efficiencies and 

further capitalize on our competitive advantages. 

�
The Top Line
At our recently completed April 2002 Leadership Forum, we addressed

a number of key revenue growth strategies, including:

•	 cross-selling opportunities within our existing customer base for�

our four core service lines - network infrastructure, telephony, 

electronic security systems and wireless networks; 

•	 specific techniques and marketing tools for expansion of local 

market business;  

•	 identification and qualification of potential national account 

opportunities by local market sales professionals; and  

•	 case studies related to multiple service and dedicated service models 

that have proven successful.  

�
The Bottom Line
In addition to strategies designed to increase revenues, an equal amount 

of time was dedicated to methods and practices designed to increase 

efficiency, reduce costs and improve the bottom line. These included: 

•	 key technology tools for analyzing/improving financial performance;

•	 NetVersant-sponsored project management training programs; and

•	 cost advantages of national purchasing relationships with key 

technology manufacturers and distributors. 

Our Leadership Forums, which we believe gather the best operating 

minds in our industry, are an integral part of our strategy because they 

contribute to increased consistency and standardization of operating 

methods and processes.  

�
NATIONAL CUSTOMER RELATIONSHIPS
During the first quarter of 2002 and for the first time since NetVersant 

was formed, national customer relationships contributed significantly�

to the Company’s operating results. While delivering services to multi-

location customers has been a strategic focus for our organization since 

inception, considerable time has been required to assemble a national 

sales team, create a consistent national delivery model, identify potential 

target customers and, finally and most importantly, successfully present 

our service offerings and capabilities to customers that will benefit from�

a single national service provider. 

NetVersant’s progress in this area is gratifying because of the significant 

effort and investment required, and because each success significantly 

strengthens our resumé as we continue to pursue expanded working 

relationships with many of the nation’s most prestigious multi-�

location companies. Creation of our NetVersant National division has 

formalized within our organization the single point of contact service 

model. For multi-location customers, a single contact for project�

planning, management, administration and billing increases efficiency 

and reduces costs. We believe NetVersant is the only company today�

that can truly offer national customers a broad range of technology 

solutions, consistency of service and process and the critical experience 

necessary to plan, manage and execute a large, national communications 

infrastructure implementation. It is an understatement to say that�

we have high expectations for accelerating growth in this area of�

our business.

�
OUTLOOK
We are very encouraged by the increased demand for NetVersant’s 

services during the first quarter of 2002. We believe our discipline�

during the latter portion of 2001 and the decisions we made to position 

NetVersant for increased profitability will continue to pay off in the 

future. Looking forward, our core service offerings continue to be mission 

critical to customers that desire to remain competitive in a constantly 

changing technology environment. 

On behalf of NetVersant’s Board of Directors, I offer our appreciation for 

your continued support and confidence. Please let us hear from you with 

any questions or comments.  

Respectfully,

Scott L. Fordham

Chairman & CEO

Dear Customers, Employees & Investors: NETVERSANT SOLUTIONS, INC. AND SUBSIDIARIES          
CONDENSED CONSOLIDATED BALANCE SHEETS          
(In thousands)            
	 December 31, 2001	 March 31, 2002 

	 (Audited)	 (Unaudited)

ASSETS

Current assets           

	 Cash and cash equivalents	 $	 1,100	 $	 887

	 Accounts receivable, net	 	 52,034	 	 51,926

	 Inventory	 	 4,757	 	 4,357

	 Unbilled jobs in progress	 	 12,197	 	 15,665

	 Other current assets	 	 9,197	 	 6,501

	 	 Total current assets	 	 79,285	 	 79,336

          

Property and equipment, net 	 	 7,863	 	 7,365

Goodwill, net	 	 158,862	 	 158,862

Other long-term assets	 	 5,962	 	 5,537

	 Total assets	 $	 251,972	 $	 251,100

LIABILITIES AND STOCKHOLDERS’ EQUITY          

Current liabilities          

	 Current portion of long-term debt 	 $	 790	 $	 744

	 Accounts payable and accrued liabilities 	 	 35,093	 	 31,166

	 Deferred revenue	 	 7,586	 	 6,733

	 Income taxes payable	 	 32	 	 48

	 	 Total current liabilities	 	 43,501	 	 38,691

          

Long-term debt	 	 101,445	 	 103,124

Convertible subordinated notes	 	 15,000	 	 15,000

Deferred income taxes	 	 782	 	 1,620

	 	 Total liabilities	 	 160,728	 	 158,435

          

Stockholders’ equity	 	 91,244	 	 92,665

	 	 Total liabilities and stockholders’ equity	 $	 251,972	 $	 251,100

NETVERSANT SOLUTIONS, INC. AND SUBSIDIARIES                
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS           
(In thousands, except per share amounts)

	 Year Ended December 31,	 Three Months Ended March 31,
	 2001	 	 2000	 2002	 	 2001

	 (Audited)	 (Unaudited) 

Revenues	 $	 279,329	 $	 205,210	 $	 68,429	 $	 81,764

Cost of services	 	 203,836	 	 145,654	 	 50,416	 	 57,562

	 Gross profit 	 	 75,493	 	 59,556	 	 18,013	 	 24,202

Selling, general and administrative expenses	 	 57,619	 	 31,990	 	 13,622	 	 13,843

Restructuring and other special charges	 	 7,702	 	 2,890	 	 —	 	 —

Goodwill amortization	 	 6,813	 	 3,479	 	 —	 	 1,663

	 Operating income	 	 3,359	 	 21,197	 	 4,391	 	 8,696

Interest expense, net	 	 9,362	 	 4,127	 	 2,189	 	 2,637

Income (loss) before income taxes	 	 (6,003)	 	 17,070	 	 2,202	 	 6,059

Provision (benefit) for income taxes	 	 (548)	 	 7,788	 	 882	 	 2,826

Net income (loss) 	 $	 (5,455)	 $	 9,282	 $	 1,320	 $	 3,233

            

Earnings (loss) per share:            

	 Basic	 $	 (0.17)	 $	 0.33	 $	 0.04	 $	 0.10

	 Diluted 	 $	 (0.17)	 $	 0.33	 $	 0.04	 $	 0.10
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