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EVOLVING

SYSTEMS

Important Annual Meeting of Stockholders
March 31, 2005
Dear Fellow Stockholders:

You are cordially invited to attend the Annual Meeting of Stockholders of Evolving Systems, Inc., to be held on Monday, May 16, 2005.
Management and members of your Board of Directors look forward to greeting personally those stockholders able to attend the meeting.

At the annual meeting, in addition to the election of two directors and the ratification of Evolving Systems' independent registered public
accounting firm, you will be asked to vote on two important proposals related to our November, 2004 acquisition of Tertio Telecoms Limited.

Stockholders are being asked to approve the exchange of the long-term seller financed notes issued in connection with the Tertio
acquisition into convertible notes with a substantially lower interest rate, as more fully described in the attached proxy statement. As part of the
consideration paid for Tertio, Evolving Systems issued $11,950,000 in long-term debt with an effective interest rate of approximately 12% and a
maturity date of December 31, 2007. With stockholder approval, these notes will be exchanged for convertible notes. The convertible notes
would be convertible into approximately 3.8 million shares of Evolving Systems' common stock at $3.296 per share and would bear interest at a
much lower rate than the long-term notes, resulting in potential savings to Evolving Systems of approximately $1.9 million over the life of the
notes. Management believes the exchange of these notes will be accretive to earnings on a fully diluted basis, improve the balance sheet when
the notes are converted to common stock and be important to the future financial strength and growth prospects of Evolving Systems. Please
read the entire proxy statement attached for further details regarding the matters referenced in this letter.

In order to accomplish this exchange, Evolving Systems must have stockholder approval of Proposal #2, but we also need approval of
Proposal #3. After completion of the Tertio transaction, Evolving Systems had approximately 30,000 shares of unreserved common stock, not
enough to cover the shares necessary to issue the convertible notes. As a result, Evolving Systems is also requesting that stockholders approve an
amendment to Evolving Systems' certificate of incorporation to increase the number of authorized shares of common stock from 25,000,000 to
50,000,000. The proposed increase to the authorized common stock is necessary for Evolving Systems to have sufficient shares to complete the
exchange of long-term notes to convertible notes. Although we currently have no plans to issue the balance of the authorized shares,
Management believes that the proposed increase in authorized common stock will also give Evolving Systems more flexibility with respect to
future growth.

Your board of directors believes that approval of all of the proposals on the meeting agenda are in the best interests of Evolving
Systems and its stockholders and unanimously recommends that stockholders vote FOR all of the proposals.

The accompanying proxy statement provides you with detailed information about the proposals and the annual meeting. Please give this
material your careful and prompt attention. You may also obtain more information about Evolving Systems from documents we have filed with
the Securities and Exchange Commission.
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YOUR VOTE IS IMPORTANT
Your vote is important regardless of the number of shares of Evolving Systems' common stock you own. Because the increase to authorized
common stock requires the affirmative vote of holders of a majority of the issued and outstanding shares of common stock entitled to vote
thereon, a failure to vote, or an abstention from voting, will have the same effect as a vote against the proposal. Accordingly, please act

promptly to vote your shares.

You are requested to vote your shares by proxy promptly by using one of the following methods:

using the toll-free number as described in the enclosed proxy card or voting instruction form;

using the Internet as described in the enclosed proxy card or voting instruction form; or

by completing, signing, dating and promptly mailing the proxy card or voting instruction form in the postage paid envelope
provided, whether or not you plan to attend the annual meeting.

Voting in any of these ways will not prevent you from voting your shares in person if you subsequently choose to attend the annual
meeting.

If you have any questions or need assistance voting your shares, please call D. F. King & Co., Inc., which is assisting us, toll-free at
1-800-549-6697.

On behalf of your Board of Directors, thank you for your cooperation and continued support.

Very truly yours,

Stephen K. Gartside, Jr.
President and Chief Executive Officer
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EVOLVING

SYSTEMS

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 16, 2005

To the Stockholders of Evolving Systems, Inc.:

You are invited to attend the annual meeting of the stockholders of Evolving Systems, Inc. which will be held at 9:00 a.m. local time at the
Hilton Garden Inn, 9290 Meridian Blvd., Englewood, Colorado 80112, on May 16, 2005.

At the meeting, you will be asked to act on the following matters:
1. the election of two directors to serve for a term of three years;

2. the approval of the exchange of the $11,950,000 senior secured long term notes (including accrued interest) issued in
connection with our acquisition of Tertio Telecoms Limited for senior secured convertible notes;

3. the approval of an amendment to our certificate of incorporation increasing the number of authorized shares of common
stock from 25,000,000 to 50,000,000 and the total number of authorized shares of capital stock from 27,000,000 to 52,000,000;

4.  the ratification of the selection of KPMG LLP as our independent registered public accounting firm to audit the consolidated
financial statements of Evolving Systems for its fiscal year ending December 31, 2005; and

5. such other business as may properly come before the meeting or any adjournment or postponement of the meeting.
The Proxy Statement accompanying this Notice describes these items more fully.

All holders of record of shares of Evolving Systems' common stock at the close of business on March 22, 2005 are entitled to vote at the
meeting or any postponements or adjournments of the meeting.

YOUR VOTE IS IMPORTANT. PLEASE READ THE PROXY STATEMENT AND THE VOTING INSTRUCTIONS ON THE
PROXY CARD AND THEN VOTE EITHER BY MAIL BY COMPLETING THE PROXY CARD AND RETURNING IT OR BY
INTERNET OR TELEPHONE BY FOLLOWING THE VOTING INSTRUCTIONS PRINTED ON THE PROXY CARD SENT TO
YOU.

By order of the Board of Directors,

Anita T. Moseley
Secretary

Englewood, Colorado
March 31, 2005
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EVOLVING

SYSTEMS

9777 Mt. Pyramid Court, Suite 100
Englewood, Colorado 80112

PROXY STATEMENT
FOR ANNUAL MEETING OF STOCKHOLDERS
May 16, 2005

This proxy statement contains information related to the annual meeting of stockholders of Evolving Systems, Inc. which will be held at
9:00 a.m. local time at the Hilton Garden Inn, 9290 Meridian Blvd., Englewood, Colorado 80112, on May 16, 2005, and any postponements or
adjournments thereof. Evolving Systems first mailed these proxy materials to stockholders on or about April 4, 2005. In this proxy statement,

"o "o

"Company," "Evolving Systems," "we," "us," and "our" each refer to Evolving Systems, Inc. and its subsidiaries.

ABOUT THE ANNUAL MEETING
What is the purpose of the Annual Meeting?

At the Annual Meeting, stockholders will act upon the matters listed in the Notice of Annual Meeting and any other matters that properly
come before the meeting. In addition, the management team will report on the performance of Evolving Systems during 2004 and respond to
questions from stockholders.

Am I being asked to approve the acquisition of Tertio Telecoms Limited?

No. The acquisition of Tertio did not require stockholder approval. Proposals 2 and 3 are being submitted to a vote of our stockholders in
order to comply with certain requirements of Nasdaq Marketplace rules (described below) and in accordance with the terms of the transaction
documents by which we acquired all of the outstanding shares of Tertio Telecoms Limited ("Tertio").

On November 2, 2004, we entered into an agreement to acquire all of the issued and outstanding shares of Tertio pursuant to a Stock
Purchase Agreement, among the Company, Evolving Systems Holdings Limited, a wholly owned subsidiary of the Company, Tertio Telecoms
Group, Ltd. ("Parent") and Tertio. Pursuant to the terms of the Stock Purchase Agreement, we acquired all of the issued and outstanding shares
of Tertio on November 2, 2004 in exchange for a combination of consideration in the form of cash, Company preferred stock and Company
promissory notes. The purchase price for the acquisition of Tertio was approximately U.S. $37,100,000 (we currently estimate the purchase price
of the acquisition for accounting purposes at approximately $40.2 million), payable as follows:

a cash payment of approximately U.S. $11,000,000 in immediately available funds by wire transfer to Parent at closing;

the issuance of 966,666 shares of the newly designated Company Series B Convertible Preferred Stock, initially convertible
into 2,899,998 shares of our common stock (valued for accounting purposes at approximately $11.3 million), with an initial
stated value of approximately U.S. $10,150,000;
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the issuance of a Company short term senior secured note in the principal amount of U.S. $4,000,000 due in two installments
of $2.0 million each on March 31 and June 30, 2005 (together with interest at a rate of 5.5% per annum); and

the issuance of Company senior secured long term notes in the principal amount of approximately U.S. $11,950,000 due
December 31, 2007 ("Long Term Notes"), payable in the manner described herein.

For additional information concerning our acquisition of Tertio, see "Proposal No. 2 Approval of the Exchange of the $11,950,000 of Long Term
Notes Issued in Connection with Our Acquisition of Tertio Telecoms Limited for Convertible Notes."

Why am I being asked to approve the exchange of the Long Term Notes for Convertible Notes?

Neither Delaware law nor our certificate of incorporation, as amended, or our bylaws, as amended, require us to obtain stockholder
approval of the issuance of the senior secured convertible notes ("Convertible Notes") in exchange for the Long Term Notes, however, as our
common stock is traded on The Nasdaq SmallCap Market, we are subject to the rules of The Nasdaq Stock Market, which does require such
approval.

Specifically, Nasdaq Marketplace Rule 4350(i) requires that a company whose stock is traded on Nasdaq obtain stockholder approval in
connection with the acquisition of another company involving the issuance or potential issuance of common stock equal to 20% or more of its
common stock. In the case of Tertio, the issuance of the shares of common stock upon conversion of the Convertible Notes (together with the
conversion of the Series B Convertible Preferred Stock already issued in connection with our acquisition of Tertio) could, collectively, result in
us issuing shares in excess of 20% of our outstanding shares of common stock. We are therefore required under Nasdaq Marketplace rules to
seek stockholder approval for the conversion of the Long Term Notes into Convertible Notes in the manner described herein.

What happens if the exchange of the Long Term Notes is not approved?

In the event our stockholders do not approve the exchange of the Long Term Notes for Convertible Notes, the Long Term Notes will
continue to remain outstanding subject to their terms (which are summarized herein) and will result in the Company having a debt load and
related debt service that are higher than management would prefer. This debt may negatively impact earnings and management believes the
related interest payments could be better utilized to fuel growth plans. The outcome of the vote of our stockholders with respect to the
conversion feature of the Long Term Notes will not affect the acquisition of Tertio. The acquisition of Tertio was completed on November 2,
2004 and was not contingent upon our stockholders voting to approve the conversion of the Long Term Notes.

Additionally, pursuant to the terms of the Series B Convertible Preferred Stock issued in connection with our acquisition of Tertio, all but
1,000 shares of such Preferred Stock will automatically convert into our common stock if the stockholders approve the exchange of the Long
Term Notes and the increase in our authorized capital stock on or prior to May 16, 2005. If, however, such approvals are not received by such
date, the Series B Convertible Preferred Stock will not automatically convert into our common stock but will be convertible from time to time at
the option of the holder thereof.

What happens if the exchange of the Long Term Notes is approved?

In the event the stockholders approve the exchange of the Long Term Notes for Convertible Notes, all of the principal amount (including
accrued interest) of the Long Term Notes will be converted into approximately $12,665,534 principal amount of Convertible Notes. For a
summary of the
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Long Term Notes and the Convertible Notes, see "Proposal No. 2 Approval of the Exchange of the $11,950,000 of Long Term Notes Issued in
Connection with Our Acquisition of Tertio Telecoms Limited for Convertible Notes."

The Convertible Notes will initially be convertible into approximately 3,842,698 shares of our common stock at $3.296 per share, which
would constitute approximately 19.4% of our issued and outstanding shares of common stock as of the record date (after giving effect to such
conversion). Accordingly, if the conversion of the Long Term Notes is approved, the holders of the Long Term Notes and the Series B
Convertible Preferred Stock issued in connection with our acquisition of Tertio would hold securities constituting approximately 29.7% of our
issued and outstanding shares of common stock (after giving effect to such conversions).

Over the term of the Long Term Notes, we are required to make interest payments equal to approximately $3,538,000. The Convertible
Notes would, however, bear interest at a rate lower than the Long Term Notes as the interest rate on the Convertible Notes would equal the
Applicable Federal Rate at the time the Convertible Notes are issued. Assuming the Convertible Notes bear interest at a rate equal to 3.05% (the
Applicable Federal Rate for March 2005), we would be required to make aggregate interest payments equal to approximately $1,732,000, a
savings of approximately $1,806,000. Additionally, any principal amount of the Convertible Notes converted into our common stock would not
need to be repaid by the Company. The Company may, however, be required to realize certain accounting charges based on the fair value of the
Long Term Notes compared to the Convertible Notes as well as in connection with any discounts to market that such Convertible Notes convert
into our common stock.

Additionally, the Series B Convertible Preferred Stock contains certain price-based anti-dilution protections that are triggered in the event
that we issue shares (subject to certain exclusions) below $3.89 per share. However, such anti-dilution adjustments are capped to prohibit the
Series B Convertible Preferred Stock from converting into 20% or more of our common stock. In the event that the stockholders approve the
issuance of the Convertible Notes, therefore authorizing the issuance of in excess of 20% of our common stock in connection with the
acquisition of Tertio, the anti-dilution cap will automatically terminate upon stockholder approval. The Convertible Notes also contain certain
price-based anti-dilution protections that are triggered in the event that we issue shares (subject to certain exclusions) below $3.662 per share.
There are no limits or caps to such anti-dilution adjustments.

Why is the Company seeking to approve the authorization of an additional 25,000,000 shares of Common Stock?

An increase in the number of authorized shares of common stock is necessary to enable the Company to have a sufficient number of shares
of common stock to complete the conversion of the Convertible Notes. The Company currently only has approximately 30,000 unreserved
shares of its common stock available for issuance. Additionally, the Company believes that an increase in the authorized number of shares of its
common stock is necessary to provide flexibility for corporate opportunities, such as additional stock offerings, acquisitions, stock dividends and
issuances under compensation plans. Other than with respect to the conversion of the Convertible Notes, as of the record date, the Company
does not have any agreement with or commitment to any third party for the issuance of any shares of common stock which will be authorized if
the increase is approved.

What happens if the Company's stockholders approve the exchange of the Long Term Notes but do not approve the increase in the
authorized shares of capital stock?

In the event the approval of the issuance of the Convertible Notes is approved (Proposal No. 2) but the increase in authorized capital stock
(Proposal No. 3) is rejected, the conversion of the Long
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Term Notes will not occur. The Company will not have a sufficient number of shares of common stock to issue upon conversion of the
Convertible Notes and, therefore, the conversion will not be permitted and the Long Term Notes will remain outstanding. See above "What
happens if the exchange of the Long Term Notes is not approved?"

Who can vote at the Annual Meeting?

Except as noted below, all stockholders of record at the close of business on March 22, 2005, or the "record date," are entitled to vote at the
Annual Meeting and any postponements or adjournments of the meeting. Those stockholders who do not expect to attend the annual meeting are
encouraged to complete their enclosed ballots and return them by mail, phone or the Internet as described below.

What are the voting rights of the holders of the common stock?

Holders of our common stock will vote on all matters to be acted upon at the Annual Meeting. Each outstanding share of common stock
will be entitled to one vote on each matter to be voted upon at the Annual Meeting. Management encourages all stockholders to vote their shares.

What are the voting rights of the holders of the Series B Convertible Preferred Stock?

As set forth in the certificate of designation for the Series B Convertible Preferred Stock, the holders of our Series B Convertible Preferred
Stock do not have voting rights until after the conclusion of the Annual Meeting. No holder of Series B Convertible Preferred Stock, therefore,
will be permitted to vote its shares of Series B Convertible Preferred Stock on any matters presented at the Annual Meeting.

Who can attend the Annual Meeting?

All stockholders as of the record date, or their duly appointed proxies, may attend the Annual Meeting. Each stockholder may be asked to
present valid picture identification, such as a driver's license or passport. If you hold your shares through a broker or other nominee, you must
bring a copy of a brokerage statement reflecting your stock ownership as of the record date. Everyone must check in at the registration desk at
the meeting.

How do I vote if my shares are held in my name?

Stockholders who own shares of common stock registered directly in their name as determined by the Company's stock records maintained
by American Stock Transfer & Trust Company, the Company's transfer agent, may vote their shares in any of the following ways:

by mailing their signed proxy card,
by telephone by calling (toll-free) 1-800-PROXIES (1-800-776-9437),
via the Internet at the following address on the World Wide Web: http://www.voteproxy.com, or

by attending the meeting and voting in person.

Each stockholder planning to vote by telephone or the Internet should have his, her or its proxy card handy as the unique control numbers
printed on the proxy card will be required in order to vote by either of such means.

To vote by mail, simply mark, sign and date your proxy card and return it in the postage-paid envelope provided. Please return your proxy
card promptly to ensure your vote will be counted in the final tabulation.

4
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How do I vote if my shares are held in a brokerage account?

A number of brokerage firms and banks are participating in separate programs that offer telephone and/or Internet voting options. Such
programs are different from the programs provided for shares registered directly in the name of the stockholder. If your shares of common stock
are held in an account at a brokerage firm or bank participating in any such program, you may vote those shares by telephone and/or via the
Internet in accordance with instructions set forth on the voting form provided to you by the brokerage firm or bank that holds your stock. If you
want to vote in person at the Annual Meeting and you hold Evolving Systems common stock in street name, you must obtain a legal proxy from
your broker and bring it to the Annual Meeting, together with proper identification and a copy of a brokerage statement for admittance to the
meeting.

Please note that if you cast your vote by either mailing a signed proxy card, by telephone or via the Internet, you are authorizing the
individuals listed on the proxy card to vote your shares in accordance with your instructions.

Who may I call if I have questions regarding voting my shares?

If you have any questions or need assistance voting your shares, please call D. F. King & Co., Inc., who is assisting us, toll-free at
1-800-549-6697.

Is my vote confidential?

Yes. Proxy cards, ballots and voting tabulations that identify stockholders are kept confidential except in certain circumstances where it is
important to protect the interests of Evolving Systems and its stockholders.

What if 1 do not indicate my preference on the proxy card?

If you do not indicate how you would like your shares to be voted for a particular proposal, your shares will be voted (i) FOR the election
of the nominated slate of directors; (ii) FOR the approval of the exchange of the Long Term Notes into Convertible Notes; (iii) FOR the
approval of an amendment to our certificate of incorporation increasing the number of authorized shares of common stock from 25,000,000 to
50,000,000 and the total number of authorized shares of capital stock from 27,000,000 to 52,000,000; and (iv) FOR the ratification of the
selection of KPMG LLP as our independent registered public accounting firm to audit the consolidated financial statements of Evolving Systems
for its fiscal year ending December 31, 2005. As to other matters as may properly come before the meeting (or any adjournments or
postponements thereof), the proxy holders will vote as recommended by the Board of Directors. If no such recommendation is made, the proxy
holders will be authorized to vote upon such matters in their own discretion.

Can I change my vote after I return my proxy card?

Yes. Even after you have submitted your proxy, you may change your vote at any time before the proxy is exercised by filing with the
Secretary of Evolving Systems either a notice of revocation or a duly executed proxy bearing a later date. The powers of the proxy holders will
be suspended if you attend the Annual Meeting in person and request to recast your vote. Attendance at the Annual Meeting will not, by itself,
revoke a previously granted proxy.

What are the recommendations of the Board of Directors?

The Board recommends stockholders vote FOR all proposals. Unless you instruct otherwise on your proxy card, the persons named as
proxy holders on the proxy card will vote in accordance with the

10
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recommendations of the Board of Directors. Specifically, the Board's recommendations are set forth below. In summary, the Board recommends
a vote:

FOR the election of the nominated slate of directors;

FOR the approval of the exchange of the Long Term Notes for Convertible Notes;

FOR the approval of an amendment to our certificate of incorporation increasing the number of authorized shares of
common stock from 25,000,000 to 50,000,000 and the total number of authorized shares of capital stock from 27,000,000 to
52,000,000; and

FOR the ratification of the selection of KPMG LLP as our independent registered public accounting firm to audit the
consolidated financial statements of Evolving Systems for its fiscal year ending December 31, 2005.

The proxy holders will vote as recommended by the Board of Directors with respect to any other matter that properly comes before the
Annual Meeting, including any postponements or adjournments thereof. If the Board of Directors on any such matter gives no recommendation,
the proxy holders will vote in their own discretion.

What are the quorum requirements and how are abstentions and broker non-votes treated?

Outstanding Shares and Quorum.  As of the record date, Evolving Systems had 16,024,102 shares of its common stock outstanding. The
presence at the meeting of a majority of the outstanding shares, in person or by proxy relating to any matter to be acted upon at the meeting, is
necessary to constitute a quorum for the meeting. Each outstanding share of common stock is entitled to one vote on all matters.

Abstentions. If you return a proxy card that indicates an abstention from voting on all matters, the shares represented will be counted as
present for the purpose of determining a quorum, but they will not be voted on any matter. Consequently, if you abstain from voting on the
proposal to elect directors (Proposal No. 1), your abstention will have no effect on the outcome of the vote with respect to this proposal. If you
abstain from voting on the proposals to approve the exchange of the Long Term Notes (Proposal No. 2), to approve the amendment to our
certificate of incorporation (Proposal No. 3) or to ratify the appointment of KPMG LLP as our independent registered public accounting firm
(Proposal No. 4), your abstention will have the same effect as a vote against these proposals.

Broker Non-Votes. Under the rules that govern brokers who have record ownership of shares that are held in "street name" for their
clients, who are the beneficial owners of the shares, brokers have discretion to vote these shares on routine matters but not on non-routine
matters. For shares held through a broker or other nominee who is a NYSE member organization, your shares will only be voted in favor of the
proposal to approve the exchange of the Long Term Notes (Proposal No. 2) and the proposal to approve the amendment to our certificate of
incorporation (Proposal No. 3), which are non-routine matters, if you have provided specific voting instructions to your broker or other nominee
to vote your shares in favor of those proposals. Thus, if you do not otherwise instruct your broker, the broker may turn in a proxy card voting
your shares "for" routine matters but expressly instructing us that the broker is NOT voting on non-routine matters. A "broker non-vote" occurs
when a broker expressly instructs on a proxy card that it is not voting on a matter, whether routine or non-routine. Broker non-votes are counted
for the purpose of determining the presence or absence of a quorum but are not counted for determining the number of votes cast for or against a
proposal. Your broker will have discretionary authority to vote your shares on the proposal to elect directors (Proposal No. 1) and the proposal to
ratify the appointment of KPMG LLP as our independent registered public accounting firm (Proposal No. 4), which are routine matters.
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Election of Directors. The election of directors is a routine matter for brokers that hold their clients' shares in "street name." If a quorum
is present and voting, the two nominees receiving the highest number of votes will be elected to the board of directors. Abstentions and broker
non-votes will not be counted in the election of directors.

Approval of Exchange of Long Term Notes. The approval of the exchange of the Long Term Notes is a non-routine matter for brokers that
hold their clients' shares in "street name." The affirmative vote of the holders of a majority of the shares of our common stock present or
represented and voting at the annual meeting will be required to approve the exchange of the Long Term Notes for Convertible Notes.
Abstentions will have the effect of a vote against this proposal and broker non-votes will have no effect on the outcome of the vote with respect
to this proposal.

Approval of the Amendment to Evolving Systems' Certificate of Incorporation. The approval of the amendment to Evolving Systems'
certificate of incorporation is a non-routine matter for brokers that hold their clients' shares in "street name." The affirmative vote of the holders
of a majority of the shares of our common stock issued and outstanding will be required to approve the amendment to our certificate of
incorporation. Abstentions and broker non-votes will have the effect of a vote against this proposal.

Ratification of KPMG LLP as Evolving Systems' Independent Registered Public Accounting Firm. The ratification of KPMG LLP as
Evolving Systems' independent registered public accounting firm is a routine matter for brokers that hold their clients' shares in "street name."
The affirmative vote of a majority of the shares of our common stock present or represented and voting at the annual meeting will be required to
ratify the appointment of KPMG as our independent registered public accounting firm. Abstentions will have the effect of a vote against this
proposal and broker non-votes will have no effect on the outcome of the vote with respect to this proposal.

Do I have dissenters' rights with respect to any of the proposed matters?
Under Delaware law, stockholders are not entitled to dissenters' rights of appraisal with respect to any of the proposals.
Why is Evolving Systems conducting a proxy solicitation?

A proxy solicitation is the process of contacting stockholders by mail, phone or other means and encouraging them to vote their shares.
Such solicitations are conducted by public companies who believe it is important for ALL stockholders to vote their shares and who believe the
proxy contains issues that are important to the future success of the company. Evolving Systems' management team and Board are encouraging
all stockholders to vote FOR all proxy issues, which are described herein.

Who conducts the proxy solicitation and how much will it cost?

Evolving Systems is soliciting the proxies and will bear the cost of the solicitation. Evolving Systems has retained D. F. King & Co., Inc. to
aid in the solicitation. For these services, Evolving Systems will pay D. F. King a fee of approximately $9,000 and reimburse it for out-of-pocket
disbursements and expenses. Evolving Systems may ask its officers and other employees, without compensation other than their regular
compensation, to solicit proxies by further mailing or personal conversations, or by telephone, facsimile, Internet or other means of electronic
and other transmission. Evolving Systems will also, if asked, reimburse brokerage firms and others for their reasonable expenses in forwarding
solicitation material to the beneficial owners of the common stock.

12
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What is the deadline for submitting a stockholder proposal?

The deadline for submitting a stockholder proposal for inclusion in Evolving Systems' proxy statement and form of proxy for our 2006
annual meeting of stockholders provided under Rule 14a-8 of the Securities and Exchange Commission is December 5, 2005. A stockholder
proposal or nomination for director for consideration at the 2006 annual meeting but not included in the proxy statement and proxy must be
received by the Secretary of Evolving Systems no earlier than February 15, 2006 and no later than March 17, 2006. The submission of a
stockholder proposal does not guarantee that it will be presented at the annual meeting. Stockholders interested in submitting a proposal are
advised to contact knowledgeable legal counsel with regard to the detailed requirements of applicable federal securities laws and Evolving
Systems' bylaws, as applicable.

Delivery of this Proxy Statement

The Securities and Exchange Commission has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery
requirements for proxy statements with respect to two or more security holders sharing the same address by delivering a single proxy statement
addressed to those security holders. This process, which is commonly referred to as "householding," potentially means extra convenience for
securityholders and cost savings for companies.

This year, a number of brokers with account holders who are Evolving Systems stockholders will be "householding" our proxy materials. A
single proxy statement will be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the
affected stockholders. Once you have received notice from your broker or us that they will be "householding" communications to your address,
"householding" will continue until you are notified otherwise or until you revoke your consent. If, at any time, you no longer wish to participate
in "householding" and would prefer to receive a separate proxy statement, please notify your broker, direct your written request to Evolving
Systems, Inc., Anita T. Moseley, Secretary, 9777 Mt. Pyramid Court, Suite 100, Englewood, Colorado 80112, or contact Anita T. Moseley at
303-802-1000.

Stockholders who currently receive multiple copies of the proxy statement at their address and would like to request "householding" of their
communications should contact their broker.
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PROPOSAL NO. 1

ELECTION OF DIRECTORS

Evolving Systems' certificate of incorporation and bylaws provide that the Board of Directors is divided into three (3) classes, each class
consisting, as nearly as possible, of one-third of the total number of directors, with each class having a three-year term. Vacancies on the Board
may be filled only by persons elected by a majority of the remaining directors. A director elected by the Board to fill a vacancy (including a
vacancy created by an increase in the Board of Directors) will serve for the remainder of the full term of the class of directors in which the
vacancy occurred and until the director's successor is elected and qualified.

The Board of Directors presently consists of six (6) members. All of the current Directors, except for Messrs. Hallenbeck and Gartside, who
are executive officers of the Company, are independent under the current listing standards of the Nasdaq Stock Market, Inc. ("Nasdaq"). There
are two Directors, Steve B. Warnecke and Peter J. Skinner, whose terms of office expire in 2005. Mr. Skinner was appointed to a vacant position
by the Board in order to satisfy the rights of the holders of Series B Convertible Preferred Stock to designate one Board member to the
Company's Board. The Board has nominated Mr. Warnecke and Mr. Skinner for re-election. There is currently one vacancy on the Board. The
Board may fill this vacancy pursuant to the Company's bylaws. Proxies cannot be voted for a greater number of persons than the number of
nominees named. If elected at the Annual Meeting, each of the nominees would serve until the 2008 annual meeting and until his successor is
elected and has qualified, or until such director's earlier death, resignation or removal.

Directors are elected by a plurality of the votes present in person or represented by proxy and entitled to vote at the meeting. Shares
represented by executed proxies will be voted, if authority to do so is not withheld, for the election of the nominees named below. In the event
that any nominee should be unavailable for election as a result of an unexpected occurrence, such shares will be voted for the election of such
substitute nominee as management may propose. The persons nominated for election have agreed to serve if elected, and management has no
reason to believe that the nominees will be unable to serve.

Set forth below is biographical information for the persons nominated and each person whose term of office as a director will continue after
the Annual Meeting. Ages are as of March 22, 2005, the record date.

Vote Required and Recommendation of Board of Directors

The election of directors is a routine matter for brokers that hold their clients' shares in "street name." If a quorum is present and voting, the
two nominees receiving the highest number of votes will be elected to the board of directors. Abstentions and broker non-votes will not be
counted in the election of directors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" EACH NAMED NOMINEE.
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Nominees for Election for a Three Term Expiring at the 2008 Annual Meeting
Peter J. Skinner

Peter J. Skinner, 60, became a member of the Board of Directors on November 2, 2004 upon the close of our acquisition of Tertio. In 1994,
Mr. Skinner joined Apax Partners Ltd., an investment management company and a principal shareholder of Tertio Telecoms Group, Ltd., and
since that date has served as Chief Executive Officer of Tetrel Ltd., Chief Executive Officer of ESM Ltd., Chairman of Amphion
Semiconductor Ltd., Chairman of Digital Bridges Ltd., Chairman of Tertio Telecom Ltd. and Chairman of Tertio SMS LTD. Prior to that, from
1987 to 1994, Mr. Skinner served as the Director of Manufacturing Operations and Director of Mobile Communications for British Telecom.
From 1977 to 1987, Mr. Skinner served in a variety of positions at STC/ITT; he was the General Manager of Manufacturing Operations and
Director of the Transmission Division for STC/ITT from 1983 until 1987. From 1967 to 1977, Mr. Skinner was employed by Plessey Co. Ltd.
Mr. Skinner attended Banff Academy and holds an MA degree from Aberdeen University.

Steve B. Warnecke

Steve B. Warnecke, 48, joined the Company's Board of Directors in March 2003. He is currently the Chief Financial Officer of The
Children's Hospital Foundation, a Colorado not-for-profit foundation, Chief Executive Officer of Children's Partners Foundation and serves on
the Board of Directors of the Cystic Fibrosis Foundation. In 1983, Mr. Warnecke founded and he remains President of Children's Business
Partners, Inc., a venture capital company with majority ownership in Giggling Gardens, Inc. and Sixty-Five Roses Ranch, Inc. In addition, from
August 2001 through January 2002, Mr. Warnecke served as Senior Vice President Strategic Planning for First Data Corp.'s Western Union
subsidiary. From August 1999 through June 2001 Mr. Warnecke served as Chief Financial Officer for Denver based Frontier Airlines.

Mr. Warnecke holds a B.B.A. from the University of lowa and passed the C.P.A. exam in 1979.

Directors Continuing in Office Until the 2006 Annual Meeting
George A. Hallenbeck

George A. Hallenbeck, 62, currently serves as the Company's Chief Technology Officer and Chairman of the Board. Mr. Hallenbeck was a
founder of the Company in June 1985 and has served as Chairman and a member of the Board of Directors since that time. Mr. Hallenbeck
served as the Company's Chief Executive Officer from June 1985 until December 1996; he resumed the position as Chief Executive Officer in
October 1998 until December 2003. Mr. Hallenbeck served as the Company's President from June 1985 until December 1988; he resumed the
position of President from October 1998 through November 1999, and again assumed the position in July 2002 until December 2003.

Mr. Hallenbeck received a B.A. from the University of Colorado.

David J. Nicol

David J. Nicol, 59, became a member of the Board of Directors in March 2004. From 2001 to his retirement at the end of 2003, Mr. Nicol
served as Sr. Vice President of Product Management and Development for VeriSign Communications Services. VeriSign provides signaling,
intelligent network services and related e-commerce solutions to all service provider segments of the communications industry. Prior to
VeriSign's acquisition of Illuminet, Inc. in 2001, Mr. Nicol held the same position at Illuminet since 1999. In those capacities, Mr. Nicol was
responsible for product management, product development, application support, and business development for network services, IN services,
clearinghouse services, CALEA compliance services and wireless services. Prior to 1999, Mr. Nicol held the positions of Vice President of
Business Development for ITN, Chief Operating Officer for International Micronet Systems, Inc., and Chief Operating Officer and Partner for
iLAN, Inc. From
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1984 to 1990, Mr. Nicol held various officer positions with Sprint Corporation, lastly serving as Corporate Vice President of Planning. Mr. Nicol
holds a B.Sc. from Ohio State University, an M.A. from Case Institute of Technology and a Ph.D. from Case Western Reserve University.

Directors Continuing in Office Until the 2007 Annual Meeting
Stephen K. Gartside, Jr.

Stephen K. Gartside, Jr., 39, became a member of the Board of Directors in January 2004, when he was also named as President and Chief
Executive Officer of the Company. Mr. Gartside joined the Company in August 2001 as Vice President of Marketing and Corporate Business
Development. He was promoted to the position of Executive Vice President of Sales and Operations in January 2003. Before joining the
Company, from July 1998 through October 2000, Mr. Gartside served as Senior Vice President of Corporate Development of TeraBeam
Corporation, a technology development and service provider that deploys Metropolitan Area Networks using Gigabit Ethernet, IP and Free
Space Optics. Prior to TeraBeam, Mr. Gartside was the Regional Director, Communications Division, for Stratus Computers, where he had
responsibility for sales of platform, OSS and Network Element solutions to carriers in the Western United States. Mr. Gartside has also held a
number of sales, marketing and sales management positions, with NCR and AT&T Global Information Solutions. In his eleven-year career with
NCR and AT&T GIS, his focus was on selling solutions for the communications industry. Mr. Gartside holds a B.B.A. in Marketing from the
University of Texas and has pursued M.B.A. studies at the University of St. Thomas.

Brendan F. Reidy

Brendan F. Reidy, 51, became a member of the Board of Directors in September 2002. Mr. Reidy is currently the President, Chairman and
CEO of Clarus Systems, Inc., a leading provider of automated testing solutions to certify the implementation and ongoing operation of IP
Telephony Systems. From January 2002 through February 2005 he acted as an independent consultant providing strategic services to
telecommunications and financial services firms. During that time he also served as a Venture Partner and Entrepreneur in Residence for Trident
Capital a private equity firm based in Palo Alto, California. From November 2000 through December 2001, Mr. Reidy served as Vice President
of Strategy and Corporate Development of Latis Networks, Inc, a provider of network management services. From January 1995 through
November 2000, he was employed at Qwest Communications International/US WEST, serving in a variety of positions, including Vice
President of International Business Development, Vice President of Corporate Strategy, Vice President of Strategic Planning and Executive
Director of Strategic Marketing. Prior to his service at US WEST, Mr. Reidy served as Vice President and General Manager of Litton Integrated
Automation and was co-founder and Vice President, Sales and Marketing of Software Alliance Corporation. He received his A.B. from Stanford
University and M.B.A. from the Wharton School of the University of Pennsylvania. Mr. Reidy also serves on the board of directors of
eGistics, Inc. and Aran Technologies (Observer status).
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INFORMATION REGARDING THE BOARD AND ITS COMMITTEES
Meetings and Committees of the Board of Directors

Our business, property and affairs are managed under the direction of our Board of Directors and its committees. Members of our Board are
kept informed of our business through discussions with our Chairman and our Chief Executive Officer and other officers and employees, by
reviewing materials provided to them, by visiting our offices and by participating in meetings of the Board and its committees.

During the fiscal year ended December 31, 2004, the Board of Directors held eight (8) meetings. Executive sessions of the Board (meetings
without management directors) were held three (3) times during such time period. During that same period, the Board acted by unanimous
consent one (1) time. Each director attended at least 75% of all Board meetings in fiscal year 2004 held after becoming a director.

The Board has an Audit Committee, a Compensation Committee and a Governance and Nominating Committee. Below is a table that
provides membership and meeting information for each of the Board committees. In fiscal year 2004, each committee member attended at least
75% of the meetings of each applicable committee held after becoming a member of that committee.

Governance &

Name Audit Compensation Nominating

Mr. Gartside

Mr. Hallenbeck

Mr. Nicol X X

Mr. Reidy X X* X*
Mr. Skinner X

Mr. Warnecke X* X
Total meetings in fiscal year 2004 7 2 3

Denotes Committee Chairperson as of December 31, 2004.

Below is a description of each committee of the Board of Directors. Each of the committees has authority to engage legal counsel or other
experts or consultants as it deems appropriate to carry out its responsibilities. The Board of Directors has determined that each member of each
committee meets the independence requirements under the current listing standards of the Nasdaq Stock Market, Inc. and that each member is
free of any relationship that would interfere with his individual exercise of independent judgment.

The Audit Committee. The Audit Committee assists the Board of Directors in its oversight of the integrity of the Company's accounting,
auditing, and reporting practices. The Audit Committee meets with the Company's independent registered public accounting firm at least
annually to review the results of the annual audit and discuss the financial statements. The Committee also meets with the Company's
independent registered public accounting firm quarterly to discuss the results of the accountants' quarterly reviews as well as quarterly results
and quarterly earnings releases; recommends to the Board the registered public accounting firm to be retained; and receives and considers the
accountants' comments as to internal controls, adequacy of staff and management performance and procedures in connection with audit and
financial controls. The Audit Committee reviews all financial reports prior to filing with the Securities and Exchange Commission (SEC). The
specific responsibilities in carrying out the Audit Committee's oversight role are set forth in the Audit Committee's Charter, a copy of which is
posted on the Company's website, www.evolving.com, under "Investor Relations." The Audit Committee consists of Messrs. Nicol, Reidy and
Warnecke, all of whom are independent directors as required under Exchange Act Section 10A(m)(3) and Nasdagq listing standards. For more

12

17



Edgar Filing: EVOLVING SYSTEMS INC - Form DEF 14A

information concerning the Audit Committee see the "Report of the Audit Committee" contained in this Proxy Statement.

The Compensation Committee. The primary responsibilities of the Compensation Committee are to review and recommend to the
Board the compensation of the Chief Executive Officer and other executive officers of the Company, to review and recommend an incentive
compensation plan, approve grants of stock options to employees and consultants under the Company's stock option plan and otherwise
determine compensation levels and perform such other functions regarding compensation as the Board may delegate. The Compensation
Committee consists of Messrs. Nicol, Reidy and Skinner, each of whom is independent under current Nasdaq listing standards for purposes of
serving on this committee. The specific responsibilities and functions of the Compensation Committee are set forth in the Compensation
Committee Charter, which is updated as necessary to reflect changes in regulatory requirements and evolving practice. The Compensation
Committee Charter is posted on the Company's website, www.evolving.com, under "Investor Relations." For more information concerning the
Compensation Committee see the "Report of the Compensation Committee" contained in this Proxy Statement.

Governance and Nominating Committee. The primary responsibilities of the Governance and Nominating Committee (the
"Nominating Committee") are to monitor corporate governance matters, to determine the slate of Director nominees for election to the
Company's Board of Directors and to identify and recommend candidates to fill vacancies occurring on the Board of Directors. The Committee
also reviews the compensation paid to non-employee Directors and makes recommendations to the Board for adjustments.

In filling vacancies that occur on the Board, and nominating candidates for election, the Nominating Committee takes into account certain
minimum qualifications and qualities that the Committee believes are necessary for one or more of the Company's directors to possess. These
qualifications and qualities are as follows:

Experience with businesses and other organizations comparable to the Company. For example, experience in the
telecommunications industry and/or experience in a software development company is desirable.

Experience in reviewing, and the ability to understand, financial statements.
Experience in the operational and corporate governance aspects of running a public company.

Experience working with or overseeing management and establishing effective compensation strategies to align management
with Company objectives and stockholder financial returns.

The candidate's independence from conflict or direct economic relationship with the Company. For example, individuals
who are employed by a customer of the Company or a competitor of the Company would not be eligible for the Company's
Board.

The candidate's contacts within the telecommunications industry, and/or within the finance and investment banking industry.

Experience with mergers and acquisitions.

The ability of the candidate to attend Board and committee meetings regularly (either in person or by telephone) and devote
an appropriate amount of effort in preparation for those meetings.

A reputation, strength of character and business judgment befitting a director of a publicly held company.
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Candidates for the Board should have some, but not necessarily all, of the above-described criteria. The Committee will also consider
factors relating to the current composition of the Board, including, but not limited to, the diversity of the Board.

The process used by the Nominating Committee for identifying and evaluating nominees for directors is as follows:

Nomination of an existing Board member whose term is expiring. Each year prior to preparation of the Proxy
Statement for the Annual Meeting, the Nominating Committee meets to determine whether any Board member whose term
will expire at the upcoming Annual Meeting desires to remain on the Board and, if so, whether such individual should be
recommended for nomination. The Committee evaluates whether the individual continues to meet the then current
qualifications and qualities established by the Committee for Board membership, as well as the contributions made by the
individual during his or her tenure on the Board. The Committee, among other things, takes into consideration the
individual's attendance at Board and committee meetings and his or her participation in, and preparation for, such meetings.
In the event the Committee determines that it is in the Company's best interest to nominate an existing Board member whose
term is expiring for re-election, the Committee will adopt a formal recommendation for consideration and adoption by the
full Board of Directors, which, if adopted by the Board of Directors, will be contained in the Proxy Statement.

Consideration of candidates proposed by Stockholders. The Nominating Committee will consider candidates for the
Board proposed by stockholders. Stockholders wishing to nominate a candidate for consideration by the Committee may do
so by writing to the Secretary of the Company and providing the candidate's name, biographical data and qualifications. The
Committee will consider the candidate for nomination in the same manner as described below, "Consideration of new
candidates for the Board." A stockholder proposal for inclusion in the Proxy Statement (and received in accordance with the
procedures described in the Company's Bylaws and its previous year's Proxy Statement) will be included in the Proxy
Statement in accordance with SEC regulations.

Consideration of new candidates for the Board. The Nominating Committee will consider new candidates for the Board
to fill vacancies that occur on the Board. Recommendations for candidates may be submitted to the Committee through the
Secretary of the Company. The Secretary will forward names and qualifications of proposed candidates to the Committee
members, who, after reviewing the materials will determine whether the candidate appears to meet the qualifications and
qualities established by the Committee for Board membership. If the candidate appears to be qualified, the Committee will
conduct an interview of the candidate, which may include interviews with management as well as other members of the
Board. The Committee may recommend a candidate for membership on the Board, subject to final approval of a majority of
the Board of Directors, and the results of a background investigation and reference check of the candidate.

The specific responsibilities and functions of the Nominating Committee are set forth in the Nominating Committee Charter. The

Committee's charter is posted on the Company's website, www.evolving.com, under "Investor Relations." The current members of the
Nominating Committee are Messrs. Reidy and Warnecke, each of whom is independent under current Nasdaq listing standards.

Statement on Corporate Governance

We regularly monitor developments in the area of corporate governance by reviewing new federal laws affecting corporate governance,
such as the Sarbanes-Oxley Act of 2002, as well as rules adopted by the SEC and Nasdagq. In response to those developments, we review our
processes and procedures and implement corporate governance practices which we believe are in the best interest of the
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Company and its stockholders. Among other things, we have established a Disclosure Committee, comprised of executives and senior managers
who are actively involved in the disclosure process, to specify, coordinate and oversee the review procedures that we use each quarter, including
at fiscal year end, to prepare our periodic SEC reports.

The Board has approved a set of corporate governance guidelines to promote the functioning of the Board and its Committees and to set
forth a common set of expectations as to how the Board should perform its functions. The Company's Corporate Governance Guidelines are
posted on the Company's website under "Investor Relations." The Board also evaluates its performance annually.

The Board has also approved a Code of Business Conduct and a Code of Ethics for Finance Employees (collectively, the "Code of
Conduct"), posted on the Company's website, www.evolving.com, under "Investor Relations." We require all employees and Directors to adhere
to the Code of Conduct in discharging their Company-related activities. Employees and Directors are required to report any conduct that they
believe in good faith to be an actual or apparent violation of the Code of Conduct. We have also established a confidential hotline to answer
employees' ethics questions and report ethical concerns. In accordance with the requirements of the Sarbanes-Oxley Act of 2002, the Audit
Committee has established procedures to receive, retain and treat complaints received by the Company regarding accounting, internal accounting
controls of auditing matters, and to allow for the confidential, anonymous submission by our employees of concerns regarding accounting or
auditing matters.

Information Regarding Stockholder Communication with the Board of Directors; Attendance of Board Members at the Annual Meeting

Stockholders may send inquiries, comments and suggestions directly to our Board of Directors. The procedures for sending such
correspondence and the manner in which the Company determines those communications that will be forwarded to Board members is posted on
the Company's website, www.evolving.com, under "Investor Relations."

We encourage, but do not require, Board members to attend the Company's Annual Meeting of Stockholders. At the 2004 Annual
Stockholders' Meeting, there were two members of the Board present.

Director Compensation Overview

Messrs. Gartside and Hallenbeck do not receive additional compensation for serving as Directors, except that they, like all directors, are
reimbursed for expenses incurred in attending Board and committee meetings. In early 2004, the Nominating Committee reviewed compensation
for non-employee Directors and recommended to the Board that in light of an increasing workload, compensation be paid to non-employee
Directors to provide competitive compensation to attract and retain qualified Directors. As a result, the Board of Directors changed the
non-employee Director cash compensation. Beginning March 2004, the annual compensation for serving on the Board of Directors and the
committees of the Board is as follows:

Annual Cash Additional
retainer Cash compensation Annual cash annual cash
(payable in compensation per telephone compensation compensation
quarterly per in person meeting (lasting for Committee for Committee
increments) meeting more than 1/2 hour) membership Chairperson
Board of Directors $ 10,000 $ 1,500 $ 500
Audit Committee $ 2,000 $ 4,000
Compensation Committee $ 1,500 $ 1,500
Governance & Nominating Committee $ 1,500 $ 1,500
15
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In addition, provided the Company has sufficient shares remaining in its Stock Option Plan, non-employee Directors will be granted an
initial stock option grant for 30,000 common shares upon joining the Board. These shares will be granted at a strike price equal to the closing
price for the Company's stock on the date of the grant, and will vest one-third on the one year anniversary date of the date of the grant, with the
balance vesting quarterly over the remaining two years of the grant. Additional annual option grants for 10,000 common shares will be made to
continuing non-employee Board members, vesting quarterly. The Board also has the right to grant additional options, in its discretion.

Based upon attendance at meetings, and performance of committee chairman duties during 2004, the non-employee Board members
received the following cash compensation and stock options:

Number of shares

Cash compensation of common stock

for Board services underlying options
Name of non-employee Director performed in 2004 granted in 2004
David J. Nicol $ 20,160 40,000
Brendan F. Reidy $ 21,000 20,000
Peter J. Skinner $ 500 30,000
Steve B. Warnecke $ 20,625 20,000
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PROPOSAL NO. 2

APPROVAL OF THE EXCHANGE OF THE $11,950,000 OF LONG TERM NOTES ISSUED IN CONNECTION WITH OUR
ACQUISITION OF TERTIO TELECOMS LIMITED FOR CONVERTIBLE NOTES

At the Annual Meeting, our stockholders will be asked to approve the exchange of all of the outstanding principal amount (including
accrued interest) of our Long Term Notes issued in connection with the Tertio acquisition for approximately $12,665,534 principal amount of
Convertible Notes, which would be initially convertible into approximately 3,842,698 shares of our common stock at $3.296 per share.

Background

On November 2, 2004, we, through our direct, wholly-owned subsidiary Evolving Systems Holdings Limited, an entity formed and
registered in England and Wales ("EVOL UK Sub"), acquired Tertio from Tertio Telecoms Group Limited ("Parent"). The acquisition of Tertio
was made pursuant to a Stock Purchase Agreement dated November 2, 2004, by and among Evolving Systems, EVOL UK Sub, Tertio and
Parent. Pursuant to the terms of the Stock Purchase Agreement, we, through EVOL UK Sub, became the sole stockholder of Tertio. Our
acquisition of Tertio did not require the approval of any federal or state regulatory agency.

The purchase price for the acquisition of Tertio was approximately U.S. $37,100,000, (Evolving Systems currently estimates the purchase
price of the acquisition for accounting purposes at approximately $40.2 million) payable as follows:

a cash payment of approximately U.S. $11,000,000 in immediately available funds by wire transfer to Parent at closing;

the issuance of 966,666 shares of the newly designated Series B Convertible Preferred Stock, initially convertible into
2,899,998 shares of our common stock (valued for accounting purposes at approximately $11.3 million) with an initial stated
value of approximately U.S. $10,150,000 (the "Series B Convertible Preferred Stock");

the issuance of a Short Term Senior Secured Note in the principal amount of U.S. $4,000,000 (the "Short Term Note") due
in two installments of $2.0 million each on March 31 and June 30, 2005 (together with interest at a rate of 5.5% per annum);
and

the issuance of Long Term Notes in the principal amount of approximately U.S. $11,950,000 due December 31, 2007,
payable in the manner described herein.

The Series B Convertible Preferred Stock (on an as converted basis) represented approximately 18.1% of the Company's then outstanding
common stock before giving effect to the issuance of such shares. Subject to approval by our stockholders, the Long Term Notes (including
accrued interest) will be exchanged for approximately $12,665,534 principal amount of Convertible Notes which are initially convertible at
$3.296 per share into approximately 3,842,698 shares of our common stock (the "Conversion Shares"). The Long Term Notes and the
Convertible Notes are described herein.

Reasons for Seeking Stockholder Approval

We are seeking your approval solely with respect to the approval of the issuance of the Convertible Notes in exchange for the Long Term
Notes. Neither Delaware law nor our certificate of incorporation, as amended, or our bylaws require us to obtain stockholder approval of the
issuance of such Convertible Notes. However, because our common stock is traded on The Nasdaq SmallCap Market, we are subject to the rules
of The Nasdaq Stock Market. Nasdaq Marketplace Rule 4350(i) requires that a company whose stock is traded on Nasdaq obtain stockholder
approval in connection with the
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acquisition of another company involving the issuance or potential issuance of common stock equal to 20% or more of its common stock. The
issuance of the shares of Series B Convertible Preferred Stock alone does not exceed this 20% threshold. However, because the issuance of the
shares of common stock upon conversion of the Series B Convertible Preferred Stock and the Convertible Notes would, collectively, result in us
issuing in excess of 20% of our outstanding shares of common stock, we are required under Nasdaq Marketplace rules to seek stockholder
approval for the exchange of the Long Term Notes for Convertible Notes. The only Company approval that was required to consummate the
Company's acquisition of Tertio was approval by its Board of Directors.

In the event our stockholders do not approve the exchange of the Long Term Notes for Convertible Notes, the Long Term Notes will
continue to remain outstanding subject to their terms (which are summarized herein) and will result in the Company having a debt load and
related debt service that are higher than management would prefer. This debt may negatively impact earnings and management believes the
related interest payments could be better utilized to fuel growth plans. The outcome of the vote of our stockholders with respect to the
conversion feature of the Long Term Notes will not affect the acquisition of Tertio. The acquisition of Tertio was completed on November 2,
2004 and was not contingent upon our stockholders voting to approve the conversion feature of the Long Term Notes.

The Series B Convertible Preferred Stock contains certain price-based anti-dilution protections that are triggered in the event that we issue
shares (subject to certain exclusions) below $3.89 per share. However, such anti-dilution adjustments are capped to prohibit the Series B
Convertible Preferred Stock from converting into 20% or more of our common stock. In the event that the stockholders approve the issuance of
the Convertible Notes, therefore authorizing the issuance of in excess of 20% of our common stock in connection with the acquisition of Tertio,
the anti-dilution cap will automatically terminate upon stockholder approval.

Additionally, pursuant to the terms of the Series B Convertible Preferred Stock issued in connection with our acquisition of Tertio, all but
1,000 shares of such Preferred Stock will automatically convert into our common stock if the stockholders approve the exchange of the Long
Term Notes and the increase in our authorized capital stock on or prior to May 16, 2005. If, however, such approvals are not received by such
date, the Series B Convertible Preferred Stock will not automatically convert into our common stock but will be convertible from time to time at
the option of the holder thereof.

Information on Tertio Telecoms Limited

Tertio has its main office located at One Angel Square, 4th Floor, Torrens Street, London, England EC1V 1PL (main number:
+44 (0) 20 7843 4000), and additionally has offices in Bath, England; Munich, Germany; and Kuala Lumpur, Malaysia. Prior to our acquisition,
Tertio was a wholly-owned subsidiary of Tertio Telecoms Group Ltd. Shortly after the acquisition, we changed Tertio's name to Evolving
Systems Limited and it now does business under the Evolving Systems name.

In 1999 Tertio de-merged from Tertio Ltd. and became Tertio Telecoms Limited, and is now exclusively focused on providing Operations
Support Systems (OSS) software solutions to communication carriers throughout Europe, the Middle East, Africa and Asia. Tertio's
provisioning/activation and mediation software enables operators to improve the efficiency of turning on and charging for communications
services over existing and new network technologies. Tertio's solutions are used by some of the world's leading wireless, wireline and cable
network operators, including companies such as H3, T-Mobile, Vodafone, Tele2 and Telewest Broadband. Tertio's solutions are deployed in 55
networks in 37 countries.

We believe Tertio's activation and mediation solutions, Provident and Evident , fit well with elements of our product portfolio, strengthening
our current network mediation and service assurance offerings, as well as adding activation as a new and important high growth application to

our portfolio.
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Provident Activation and Provisioning Suite is a new generation of service provisioning products that reconcile the conflicting pressures of
satisfying customers and reducing costs and is used to enable new services and turn on services in a network per customer orders. Evident is
Tertio's product for billing mediation, designed to enable the roll out of existing and new revenue-enhancing services, while reducing operational
complexity and costs.

Transaction Background

Evolving Systems indicated in 2004 that growth would come from a combination of organic and acquisitive activities. We looked at a large
pool of potential acquisition targets during the course of the year and chose to enter into negotiations with Tertio for reasons of strategic fit.
During the two month period prior to closing, Evolving Systems conducted extensive due diligence on Tertio and concluded that the product fit,
geographic and customer fit, the cultural fit, as well as the financial stability and valuation fit would make for a good combination. The two
management teams at Evolving Systems and Tertio additionally worked together on building a joint operating plan for integrating the
businesses.

Financial Information

Audited financial statements of Tertio for 2002 and 2003 and unaudited interim financial statements of Tertio for the nine months ended
September 30, 2004 and 2003 were filed with the Company's Form 8-K/A filed with the SEC on January 18, 2005, a copy of which is attached
hereto as Annex A. Unaudited pro forma combined financial statements, including pro forma combined balance sheet as of September 30, 2004
and pro forma combined statements of operations for the year ended December 31, 2003 and for the nine month period ended September 30,
2004 were also filed with the Company's Form 8-K/A filed with the SEC on January 18, 2005, a copy of which is attached hereto as Annex A.
Such unaudited pro forma combined financial statements are presented as if Evolving Systems and Tertio had been operating as a combined
entity. The pro forma data is for informational purposes only and may not necessarily reflect future results of operations and financial position or
what the results of operations or financial position would have been had Evolving Systems and Tertio been operating as a combined entity for
the specified periods. The unaudited pro forma combined financial statements should be read in conjunction with our audited financial
statements and the accompanying notes filed with the Company's Form 10-K filed with the SEC on March 31, 2005, a copy of which is attached
hereto as Annex B. The Company's acquisition of Tertio was accounted for using the purchase method of accounting.

Certain Considerations Regarding Evolving Systems' Acquisition of Tertio

Evolving Systems' Board of Directors unanimously approved the acquisition of Tertio at a special meeting duly called and held on
October 26, 2004. Evolving Systems' Board of Directors identified a number of benefits for the Company and its stockholders that could result
from the acquisition and also discussed and considered certain associated risks. The Board considered and discussed, among other things, the
following:

the potential benefits of integrating Tertio into Evolving Systems' business as well as the experience and synergies such an
acquisition could add to Evolving Systems;

the potential benefit of cross selling each company's products into the respective customer base;

the resulting acquisition would double the size of Evolving Systems' product portfolio and substantially increase its
addressable market;

the potential benefit of attracting more customers because of the expanded product portfolio and company scale;

the potential for future products derived from the intellectual property from both companies;
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the combination of Evolving Systems and Tertio would create a company with increased scale from a financial, customer,
and product standpoint;

the quality and experience of the officers and employees of Tertio;

the terms of the notes and the benefits of direct seller financing (as well as the costs thereto) rather than arranging a senior
lending facility with its restrictive covenants and lending fees;

the advice of Evolving Systems financial, accounting and legal advisors;

the risk that integration may be a difficult and distracting operation;

the expenses related to the transaction, including registration expenses, expenses relating to the holding of a stockholder
meeting and integration expenses;

the risk and difficulty in obtaining a quorum and stockholder vote;

the risk that some Tertio customers may go elsewhere for a variety of possible reasons as a result of the acquisition;

the risk of losing Tertio's employees following, or as a result of, the acquisition;

the risks that the anticipated benefits of the acquisition of Tertio will not be realized;

the ownership percentage that Tertio and its affiliates would own in Evolving Systems following the consummation of the
acquisition and the risks related thereto;

the potential risks of transacting business in foreign jurisdictions;

the additional risks to Evolving Systems resulting from changes in the currency exchange ratios;

the risks of depleting cash balances to accomplish the acquisition and funding future indebtedness; and

the risks of securing the notes with the assets of Evolving Systems.

Material Terms of the Long Term Notes and the Convertible Notes

The Long Term Notes. The following description summarizes the material terms of the Long Term Notes. In the event the exchange of
the Long Term Notes for Convertible Notes is approved by the Company's stockholders, all of the Long Term Notes will be terminated. You are
urged to read carefully the form of Long Term Note in its entirety, a copy of which is attached in Annex C.

Principal, Maturity and Interest. The outstanding principal portion of the Long Term Notes are due and payable in installments as
follows: $1,340,000 on March 31, 2006; $3,110,000 on June 30, 2006; $1,430,000 on December 31, 2006; $1,870,000 on March 31, 2007;
$3,110,000 on June 30, 2007; and the remainder on December 31, 2007. The Long Term Notes bear interest at a rate per annum equal to 11%
until November 2, 2006, and 14% thereafter. To the extent interest is not paid when due, it compounds quarterly. Upon an event of default, the
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Long Term Notes would bear interest at the greater of (a) 14% or (b) the London Interbank Offering Rate (LIBOR) plus 8%.

Mandatory Prepayment. In addition to the scheduled installment payments, beginning with the fiscal quarter ending March 31, 2005.
Evolving Systems is required to make prepayments on the Long Term Notes by an amount equal to the closing cash balance of Evolving
Systems at the end of each quarter in excess of $7,000,000, provided that the holders of the Long Term Notes have requested such prepayments.

Prepayment. The Long Term Notes may be prepaid without penalty or premium.

20

26



Edgar Filing: EVOLVING SYSTEMS INC - Form DEF 14A

Security. 'The Long Term Notes are secured by a first-priority lien on substantially all of the assets of Evolving Systems and a pledge,
subject to certain limitations, of the shares of our subsidiaries. The security interest securing the repayment of all liabilities arising under the
Long Term Notes shall be automatically released and terminated on the date that the aggregate outstanding balance of all of the notes issued in
connection with the acquisition of Tertio is equal to or less than 10% of the original aggregate principal amount of all of such notes at the time of
issuance.

Covenants. The Long Term Notes contain customary affirmative and negative covenants including, among others, covenants relating to
financial and legal requirements, capital expenditures, restrictions on dividends, maintenance of certain financial ratios, incurrence of liens, sale
or disposition of assets and incurrence of other debt.

Event of Default. A default under the notes would permit the holders thereof to require the immediate repayment of any outstanding
principal amount with interest at the applicable default rate, together with an exercise of their remedies under the various security and pledge
agreements. Each of the following, among other things, will result in an event of default:

our failure to make any payment under the Long Term Notes or the other notes issued originally to Parent in connection with
the Tertio acquisition as and when due;

our bankruptcy, insolvency or reorganization or some similar event;

our failure to convene the annual meeting of the Company's stockholders on or before May 16, 2005 for the purposes of
approving the matters described in Proposals 2 and 3 herein;

our breach or failure to perform any other agreement, covenant, representation or warranty under the Long Term Notes; or

our failure to maintain certain debt to EBITDA ratios.

Exchange. In the event that the stockholders authorize the exchange of the Long Term Notes for Convertible Notes, the holders have
elected to convert all of the principal amount (including accrued interest) of the Long Term Notes into Convertible Notes. The holders could
have elected to exchange a portion of the Long Term Notes for non-convertible notes which paid interest ranging from 9% to 12% (referred to in
the Long Term Notes as the "B-1 Notes"), but the holders have elected to exchange the Long Term Notes entirely for Convertible Notes.

The Convertible Notes. The following description summarizes the material terms of the Convertible Notes. The terms of the Convertible
Notes are applicable only if the exchange of the Long Term Notes for Convertible Notes is approved by our stockholders. You are urged to read
carefully the form of Convertible Note in its entirety, a copy of which is attached in Annex D.

Principal, Maturity and Interest. The outstanding principal, together with any accrued but unpaid interest, are due and payable on
December 31, 2007. Interest payments are due on the last business day of each quarter. The Convertible Notes bear interest at the Applicable
Federal Rate at the time of issuance, which was 3.05% for March 2005. To the extent interest is not paid when due, it compounds quarterly.
Evolving Systems is required to offer to the holders of Convertible Notes prepayments on the Convertible Notes, beginning with the fiscal
quarter ending March 31, 2005, by an amount equal to the closing cash balance of Evolving Systems at the end of each quarter in excess of
$7,000,000. The holders of the Convertible Notes may elect to accept or reject such prepayments in their sole discretion.

Prepayment. The Convertible Notes may not be prepaid without the consent of the holders thereof.
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Security. 'The Convertible Notes are secured by a first-priority lien on substantially all of the assets of Evolving Systems and a pledge,
subject to certain limitations, of the shares of our subsidiaries. The security interest securing the repayment of all liabilities arising under the
Convertible Notes shall be automatically released and terminated on the date that the aggregate outstanding balance of all of the notes issued in
connection with the acquisition of Tertio is equal to or less than 10% of the original aggregate principal amount of all of such notes at the time of
issuance.

Covenants. The Convertible Notes contain customary affirmative and negative covenants including, among others, covenants relating to
financial and legal requirements, capital expenditures, restrictions on dividends, maintenance of certain financial ratios, incurrence of liens, sale
or disposition of assets and incurrence of other debt.

Event of Default. A default under the notes would permit the holders thereof to require the immediate repayment of any outstanding
principal amount with interest at the applicable default rate, together with an exercise of their remedies under the various security and pledge
agreements. Each of the following, among other things, will result in an event of default:

our failure to make any payment under the Convertible Notes or the other notes issued to Parent in connection with the
Tertio acquisition as and when due;

our bankruptcy, insolvency or reorganization or some similar event;

our failure to convene the annual meeting of the Company's stockholders on or before May 16, 2005 for the purposes of
approving the matters described in Proposals 2 and 3 herein;

our breach or failure to perform any other agreement, covenant, representation or warranty under the Convertible Notes; or

our failure to maintain certain debt to EBITDA ratios.

Conversion. At any time, and from time to time, prior to repayment of all amounts due under the Convertible Notes, all or any portion of
the principal amount of the Convertible Notes, and any accrued but unpaid interest thereon, shall be convertible at the option of the holder
thereof into fully paid and non-assessable shares of the Company's common stock. The initial conversion price per share of our common stock is
equal to $3.296. The "Conversion Price" was calculated as the product of: (x) the average closing price per share of our common stock,
determined over the ninety (90) day period immediately following the announcement of our acquisition of Tertio, multiplied by (y) ninety (90%)
percent. The conversion price of the Convertible Notes will be subject to adjustment upon the occurrence of certain customary anti-dilution
events such as: (i) the issuance of shares of our common stock as a dividend or certain other distribution on our common stock; (ii) the
subdivision or combination of our outstanding common stock; and (iii) certain issuances below the Conversion Price. The Conversion Price is
subject to adjustment based on a weighted average price based anti-dilution adjustment in the event that the Company issues shares (or is
deemed to have issued shares) for less than $3.662 per share. There are no limits or caps to the anti-dilution adjustments.

In the event that, at any time after the second anniversary of the issuance of the Convertible Notes, the average of the closing price per
share of the Company's common stock for a period of forty-five (45) consecutive days is equal to or greater than the product of the Conversion
Price multiplied by two and a half (2.5); then the Company may require the holders of the Convertible Notes to convert such notes into
Company common stock (so long as we exercise the conversion option within ten (10) consecutive days after the last day of such forty-five
(45) day period).

Voting. The Convertible Notes, prior to conversion to common stock in accordance with their terms, are not entitled to vote on any
matters submitted to a vote of the Company stockholders.
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Other Agreements with the Noteholders

Investor Rights Agreement. In connection with our acquisition of Tertio, we entered into an Investor Rights Agreement with the Parent
and certain major stockholders of Parent. Under the terms of the Investor Rights Agreement the Company is required to file within 60 days after
the closing of the acquisition of Tertio, and to use its reasonable best efforts to have declared effective within 120 days following such closing,
one or more shelf registration statements under the Securities Act to register the resale by investors the shares of our common stock issuable
upon conversion of the Convertible Notes (if approved by our stockholders) and the Series B Convertible Preferred Stock. On February 2, 2005,
the Company filed a shelf registration statement under the Securities Act to register such resale shares of common stock. As a result, upon the
effectiveness of such shelf registration statement(s), the shares of our common stock issuable upon the conversion of the Series B Convertible
Preferred Stock and the Convertible Notes, if approved by our stockholders, that are so registered will be freely tradeable and likely affect the
trading market for our common stock.

Board Rights. Pursuant to the terms of the Investor Rights Agreement, we agreed to appoint a representative of the Parent to our Board of
Directors and serve on Evolving Systems' Compensation Committee. In November 2004, our Board appointed Peter J. Skinner, the
representative of the Parent, to serve until the Annual Meeting. Furthermore, the Investor Rights Agreement grants to the major stockholders of
Parent the right, subject to certain limitations, to name a representative to attend, as a non-voting observer, all meetings of the Board and its
committees.

Effect of Approval of Conversion Feature

If the exchange of the Long Term Notes into Convertible Note is approved by our stockholders, the Convertible Notes will initially be
convertible into approximately 3,842,698 shares of our common stock at $3.296 per share, which would constitute approximately 19.4% of our
issued and outstanding shares of common stock as of the record date (after giving effect to such conversion). Accordingly, if the conversion of
the Long Term Notes is approved, the holders thereof would hold securities constituting approximately 29.7% of our issued and outstanding
shares of common stock, assuming the Convertible Notes and Series B Convertible Preferred Stock were converted into shares of common
stock. Additionally, in the event that any of the anti-dilution protections are triggered, a greater number of shares of the Company's common
stock will be issuable upon conversion of the Convertible Notes and the Series B Convertible Preferred Stock. There are no limits or caps to the
anti-dilution adjustments in the event that this Proposal No. 2 is approved by our stockholders.

The issuance of common stock upon the exchange of the Convertible Notes and Series B Convertible Preferred Stock could depress the
market price of our common stock by increasing the number of outstanding shares of our common stock. In the event our stockholders do not
approve the conversion feature of the Convertible Notes, the Long Term Notes will continue to remain outstanding subject to their terms (which
are summarized above). In addition, the outcome of the vote of our stockholders with respect to the conversion feature of the Long Term Notes
will not affect the acquisition of Tertio. The acquisition of Tertio was completed on November 2, 2004 and was not contingent upon our
stockholders voting to approve the conversion feature of the Long Term Notes.

In the event that the conversion of the Long Term Notes into Convertible Notes is approved, the extinguishment of the Long Term Note and
the issuance of the Convertible Notes will be recorded at their fair value, which could result in a charge reducing our income which in turn could
negatively affect our stock price. Fair value assessments are dependent upon market factors in existence at the time of measurement.

In addition to the aforementioned charges related to remeasuring the Long Term Notes exchange at fair value, if the conversion rate on the
Convertible Notes is less than the fair value of the stock into which the notes are convertible, on the date of issuance the Company will be
required to record as

23

29



Edgar Filing: EVOLVING SYSTEMS INC - Form DEF 14A

additional interest expense a beneficial conversion feature that will negatively affect interest expense in the period in which the Convertible
Notes are issued.

Reasons for Exchange of Long Term Notes for Convertible Notes

The Board believes that it is in our best interests and the best interests of our stockholders to approve the exchange of the Long Term Note
issued in connection with the Tertio acquisition for the following reasons:

the interest payable on the Convertible Notes is lower than the Long Term Notes;

to the extent converted into our common stock, we would not have to repay such indebtedness from our cash flows except as
expressly provided in the Convertible Notes;

we will have more flexibility with respect to future financing needs; and

as described herein, including "Certain Considerations Regarding Evolving Systems' Reasons for the Acquisition of Tertio,"
the Board considered certain additional benefits, costs and risks applicable to the exchange of the Long Term Notes for
Convertible Notes.

Board of Directors' Reservation of Rights

The Board of Directors retains the authority to take or to authorize discretionary actions as may be appropriate to carry out the purposes and
intentions of this proposal which the Board of Directors may adopt without stockholder vote in accordance with the Delaware General
Corporation Law.

No Dissenters' Rights
Under Delaware law, stockholders are not entitled to dissenters' rights of appraisal with respect to this proposal.
Vote Required and Recommendation of Board of Directors

The approval of the exchange of promissory notes issued in the Tertio acquisition is a non-routine matter for brokers that hold their clients'
shares in "street name." The affirmative vote of the holders of a majority of the shares of our common stock present or represented and voting at
the annual meeting will be required to approve the note exchange. Abstentions will have the effect of a vote against this proposal and broker
non-votes will have no effect on the outcome of the vote with respect to this proposal

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" APPROVAL OF THE EXCHANGE OF THE LONG TERM
NOTES FOR CONVERTIBLE NOTES.
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PROPOSAL NO. 3

APPROVAL OF AN AMENDMENT TO THE COMPANY'S CERTIFICATE OF
INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED
SHARES OF COMMON STOCK

GENERAL

The Company's certificate of incorporation currently authorizes the issuance of 25,000,000 shares of common stock and 2,000,000 shares
of preferred stock. The Board of Directors adopted a resolution approving, and declared advisable, subject to stockholder approval, an
amendment to the Company's certificate of incorporation to increase the number of authorized shares of the Company's common stock from
25,000,000 to 50,000,000 and the total number of authorized shares of capital stock from 27,000,000 to 52,000,000. No change is being
proposed to the authorized number of shares of preferred stock. An increase in the number of authorized shares of common stock is necessary to
enable the Company to have a sufficient number of authorized and unissued shares of common stock to complete the conversion of the
Convertible Notes as described above, as well as for corporate opportunities, such as additional stock offerings, acquisitions, stock dividends and
compensation plans. If the stockholders approve this proposal, Article IV. A. of the Company's certificate of incorporation would be amended to
read in its entirety as follows:

"A. Classes of Stock. This corporation is authorized to issue two classes of stock to be designated, respectively, "Common
Stock" and "Preferred Stock." The total number of shares which the corporation is authorized to issue is fifty-two million
(52,000,000), of which fifty million (50,000,000) shares shall be Common Stock and two million (2,000,000) shares shall be
Preferred Stock. The Common Stock shall have a par value of $0.001 per share and the Preferred Stock shall have a par
value of $0.001 per share."

Reasons for the Increase in the Number of Authorized Shares of Common Stock

The Company is seeking stockholder approval of an increase in the number of authorized shares of common stock to effectuate the
conversion of the Convertible Notes described above. As described in Proposal 2, on November 2, 2004, the Company and Tertio Telecoms
Group Limited (the "Parent") executed a Stock Purchase Agreement pursuant to which the Company purchased all the issued and outstanding
shares of Tertio. The certificate of incorporation of the Company currently authorizes the issuance of up to 25,000,000 shares of common stock
and the Company has 16,024,102 shares of common stock outstanding as of the record date. While there is a sufficient number of shares
reserved for the issuance of the common stock issuable upon conversion of the Series B Convertible Preferred Stock, there are not enough shares
available to issue in connection with the conversion of the Convertible Notes if approved by the Company's stockholders. Taking into account
the shares reserved for issuance upon conversion of the Series B Convertible Preferred Stock and the Company's option and stock purchase
plans, the Company has only approximately 30,000 shares of common stock available for issuance.

An increase in the number of authorized shares of common stock will also enable the Company to pursue additional corporate
opportunities, including additional stock offerings, acquisitions, stock dividends and compensation plans. However, as of the record date, the
Company does not have any agreement with or commitment to any third party for the issuance of any shares of common stock which will be
authorized if this amendment is approved.

Impact of the Issuance on Existing Stockholders

The Company's existing common stockholders will have rights which are equal to those of the holders of the newly-issued common stock.
In determining whether to vote for this proposal, stockholders should consider that they are subject to the risk of substantial dilution to their
interests
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which will result from the issuance of shares of common stock, and that as a result of the issuance of such common stock the current
stockholders will own a smaller percentage of the outstanding common stock of the Company.

In addition, prior to our acquisition of Tertio, only one of our stockholders beneficially owned in excess of five percent of our common
stock. If the Series B Convertible Preferred Stock and the Convertible Notes are exchanged for shares of our common stock, then the Parent and
its affiliates or successors would hold approximately 29.7% of the outstanding shares of our common stock (after giving effect to such
conversions). Such ownership interests could effectively deter a third party from making an offer to buy us, which might involve a premium over
our current stock price or other benefits for our stockholders, or otherwise prevent changes in the control or management of Evolving Systems.
In addition, there are no restrictions, in the form of a standstill agreement or otherwise, on the ability of such stockholders or their affiliates to
purchase additional shares of our common stock and thereby further increase their ownership interests.

Not An Offer To Sell Or Solicitation of An Offer To Purchase Securities

THIS PROXY STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR SOLICITATION OF AN OFFER TO PURCHASE
SECURITIES OF THE COMPANY. ANY OFFER OF SECURITIES MADE BY THE COMPANY OR OTHER PERSON ON BEHALF OF
THE COMPANY MAY BE MADE ONLY PURSUANT TO MATERIALS AND OTHER OFFERING DOCUMENTS PREPARED BY THE
COMPANY AND DELIVERED TO QUALIFIED PURCHASERS EXPRESSLY FOR USE IN CONNECTION WITH THE SALE AND
ISSUANCE OF COMMON STOCK DESCRIBED HEREIN, AND ANY SUCH OFFER SHALL BE MADE IN COMPLIANCE WITH, OR
PURSUANT TO AN EXEMPTION FROM, SECTION 5 OF THE SECURITIES ACT OF 1933, AS AMENDED.

Board of Directors' Reservation of Rights

The Board of Directors retains the authority to take or to authorize discretionary actions as may be appropriate to carry out the purposes and
intentions of this proposal which the Board of Directors may adopt without stockholder vote in accordance with the Delaware General
Corporation Law.

No Dissenters' Rights
Under Delaware law, stockholders are not entitled to dissenters' rights of appraisal with respect to this proposal.
Required Vote And Recommendation of Board of Directors

The approval of the amendment to Evolving Systems' certificate of incorporation is a non-routine matter for brokers that hold their clients'
shares in "street name." The affirmative vote of the holders of a majority of the shares of our common stock issued and outstanding will be
required to approve the amendment to our certificate of incorporation. As of the record date there were 16,024,102 shares of common stock
outstanding and entitled to vote; therefore, this amendment must receive the affirmative vote of at least 8,012,052 shares of common stock.
Abstentions and broker non-votes will have the effect of a vote against this proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" APPROVAL OF THE AMENDMENT TO THE
COMPANY'S CERTIFICATE OF INCORPORATION TO INCREASE THE NUMBER OF AUTHORIZED SHARES OF COMMON
STOCK.
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PROPOSAL NO. 4

RATIFICATION OF SELECTION OF INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors has selected KPMG LLP as the Company's independent registered public accounting firm for the fiscal year ending
December 31, 2005, and has further directed that management submit the selection of the independent registered public accounting firm for
ratification by the stockholders at the Annual Meeting. Representatives of KPMG LLP are expected to be present at the Annual Meeting, will
have an opportunity to make a statement if they so desire, and will be available to respond to appropriate questions.

Stockholder ratification of the selection of KPMG LLP as the Company's independent registered public accounting firm is not required by
the Company's bylaws or otherwise. However, the Board is submitting the selection of KPMG LLP to the stockholders for ratification as a
matter of good corporate practice. If the stockholders fail to ratify the selection, the Audit Committee and the Board will reconsider whether or
not to retain that firm. Even if the selection is ratified, the Audit Committee and the Board in their discretion may direct the appointment of a
different independent registered public accounting firm at any time during the year if they determine that such a change would be in the best
interests of the Company and its stockholders.

Required Vote And Recommendation of Board of Directors

The ratification of KPMG LLP as Evolving Systems' independent registered public accounting firm is a routine matter for brokers that hold
their clients' shares in "street name." The affirmative vote of a majority of the shares of our common stock present or represented and voting at
the annual meeting will be required to ratify the appointment of KPMG as our independent registered public accounting firm. Abstentions will
have the effect of a vote against this proposal and broker non-votes will have no effect on the outcome of the vote with respect to this proposal.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE RATIFICATION OF KPMG LLP AS THE
COMPANY'S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31,
2005.

Information Regarding Change in Accountants

In 2004, the Audit Committee and the Board of Directors of the Company approved the decision to change the Company's independent
registered public accounting firm. The following information is provided with respect to such change:

(a) PricewaterhouseCoopers was dismissed by the Board of Directors on July 9, 2004. The Board appointed KPMG LLP as the
Company's independent registered public accounting firm for the fiscal year ending December 31, 2004.

(b) The reports of PricewaterhouseCoopers on the Company's consolidated financial statements as of and for the years ended
December 31, 2003 and 2002 did not contain an adverse opinion or disclaimer or opinion, nor were the reports qualified or modified as
to uncertainty, audit scope or accounting principle. During the fiscal years ending December 31, 2003 and December 31, 2002, and
through July 9, 2004: (i) there were no disagreements with PricewaterhouseCoopers on any matter of accounting principles or
practices, financial statement disclosure, or auditing scope or procedure which disagreements, if not resolved to
PricewaterhouseCoopers' satisfaction, would have caused PricewaterhouseCoopers to make reference to the subject matter of the
disagreement in connection with its reports on the Company's consolidated financial statements for such years and (ii) there were no
reportable events as defined in Item 304(a)(1)(v) of Regulation S-K.
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(c) The decision to change the Company's independent registered public accounting firm was made by the Board of Directors
upon recommendation of the Company's Audit Committee.

(d) In connection with the Company's Form 8-K, filed with the SEC on July 15, 2004, the Company provided
PricewaterhouseCoopers with a copy of the foregoing disclosures. PricewaterhouseCoopers furnished the Company with a letter
addressed to the SEC stating that PricewaterhouseCoopers agreed with the above statements.

(e) During the fiscal years ended December 31, 2003 and December 31, 2002 and through July 9, 2004, the Company has not
consulted with KPMG regarding either (i) the application of accounting principles to a specified transaction, either completed or
proposed; or the type of audit opinion that might be rendered on the Company's financial statements, and neither a written report was
provided to the Company or oral advice was provided that KPMG concluded was an important factor considered by the Company in
reaching a decision as to the accounting, auditing or financial reporting issue; or (ii) any matter that was either the subject of a
disagreement, as that term is defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions to Item 304 of
Regulation S-K, or a reportable event, as that term is defined in Item 304(a)(1)(v) of Regulation S-K.

The Company has provided each of KPMG and PricewaterhouseCoopers with a copy of the foregoing disclosures prior to the filing of this
Proxy Statement with the SEC.

TABLE OF EQUITY COMPENSATION PLANS

The following table contains summary information as of December 31, 2004 concerning the Company's Purchase Plan and Stock Option
Plan. Both of the Plans have been approved by the stockholders. See "Security Ownership of Certain Beneficial Owners and Management."

Number of shares

Number of shares to be Weighted-average remaining available for
issued upon exercise exercise price of future issuance under
of outstanding options, outstanding options, equity compensation
warrants and rights warrants and rights plan
Stock Option Plan 3,631,097 $ 3.57 1,997,397
Employee Stock Purchase Plan 454,241
0 0 0

Note: As of the record date, the number of remaining shares available for issuance under the Employee Stock Purchase Plan was 446,651.
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MANAGEMENT

As of March 22, 2005, the executive officers of the Company are as follows:

Name Age Position

Stephen K. Gartside, Jr. 39 Chief Executive Officer, President and Director

George A. Hallenbeck 62 Chief Technology Officer and Chairman of the Board
Thaddeus Dupper 48 Executive Vice President of Worldwide Sales & Marketing
Brian R. Ervine 43 Executive Vice President, Chief Financial & Administrative

Officer, Treasurer and Assistant Secretary
Anita T. Moseley 53 Sr. Vice President, General Counsel and Secretary

Joseph P. Murray 39 Sr. Vice President of Software Development
See "Proposal 1 Election of Directors" for the biographies of Messrs. Gartside and Hallenbeck.

Thaddeus Dupper joined the Company in February 2004 as Vice President of Sales and Business Development. In January 2005 he was
promoted to Executive Vice President of Worldwide Sales & Marketing. Before joining Evolving Systems, Mr. Dupper was Vice President of
Sales and Marketing from October 2003 until February 2004 with Expand Beyond, a wireless software company. Prior to that, Mr. Dupper was
Vice President of International Sales for Terabeam, a technology development and service provider that deploys Metropolitan Area Networks
using Gigabit Ethernet, IP and Free Space Optics, from June 2000 until September 2003. In addition, he served as Senior Vice President of
Valued-Added Products and Professional Services at Dun & Bradstreet, a global provider of company credit reports, from January 1998 until
May of 2000. Mr. Dupper was an early member of the Teradata management team where he held a variety of sales and sales management
positions from 1985 until 1997. Mr. Dupper began his career at Amdahl Corporation as a systems engineer from 1979 until 1985. Mr. Dupper
received a bachelor of science degree in Computer Information Systems from Manhattan College.

Brian R. Ervine joined the Company in January 2002 as Senior Vice President of Finance, Chief Financial Officer, Treasurer and
Assistant Secretary. In January 2005 he was promoted to the position of Executive Vice President, Chief Financial and Administrative Officer.
He came to the Company from Brain Ranger, a content management software developer, where he was Chief Financial Officer and responsible
for all financial and business planning activities and day-to-day operations from February 2001 to January 2002. Prior to Brain Ranger,

Mr. Ervine was Executive Vice President, Chief Financial Officer and Treasurer for Convergent Communications, a provider of voice
communication systems, and managed the finance and treasury operations from December 1999 to December 2000. He joined Convergent
Communications from Metapath Software International, a global provider of enterprise-wide wireless software and services, where he was Vice
President of Finance and managed the worldwide financial operations in 9 countries from December 1995 to December 1999. Previous to then,
Mr. Ervine was Vice President and Chief Financial Officer of PC ServiceSource, Inc., Assistant Controller for CompuCon Systems, Inc. and
Senior Audit Manager at KPMG Peat Marwick, LLP. Mr. Ervine received a B.B.A. in Accounting from the University of Texas at Austin (1984)
and is a certified public accountant.

Anita T. Moseley joined the Company in May 1994 as corporate counsel of the Company and held that position until June 1997 when she
assumed the positions of Vice President, General Counsel and Secretary of the Company. In June 2000 she was promoted to Senior Vice
President. Between September 1991 and May 1994, she held corporate counsel positions with the Federal Deposit Insurance Corporation and the
Resolution Trust Corporation. Prior to that time, Ms. Moseley was a
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partner in the Salt Lake City law firm of Prince, Yeates and Geldzahler. Ms. Moseley holds a B.A. from Syracuse University and a J.D. from the
University of Utah.

Joseph P. Murray joined the Company in May 1999 as Director of Local Number Portability (LNP) Solutions and held that position until
January 2001 when he assumed the position of Vice President & General Manager of OSS Solutions. In January 2002, Mr. Murray became the
Vice President of Software Development. In January 2005 he was promoted to Sr. Vice President. From October 1995 until joining the
Company, Mr. Murray served as the Director of Software Business Systems at JCIT, Inc., a company specializing in providing education,
consulting services and applications for manufacturing flow operations. Mr. Murray is an active faculty member of the University of Phoenix
Graduate School of Business. He holds an MBA/Organizational Management Degree from the University of Phoenix and a B.S. in Mechanical
Engineering from the University of Denver.

INFORMATION REGARDING BENEFICIAL OWNERSHIP OF PRINCIPAL STOCKHOLDERS, DIRECTORS, AND
MANAGEMENT

The following table sets forth certain information regarding the ownership of the Company's common stock as of the record date by:
(1) each director and nominee for director; (ii) each executive officer named in the Summary Compensation Table; (iii) all executive officers and
directors of the Company as a group; and (iv) all those known by the Company to be beneficial owners of more than five percent (5%) of its
common stock.

Beneficial Ownership(1)

Number of Percent of
Beneficial Owner Shares Total

George A. Hallenbeck(2) 1,434,579 8.6%
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

Stephen K. Gartside, Jr.(3) 282,124 1.7%
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

David J. Nicol(4) 25,000 *
9871 West 83rd St.
Overland Park, Kansas 66204

Peter J. Skinner(5) -0- *
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

Brendan F. Reidy(6) 91,656 &
P.O. Box 880
Evergreen, CO 80437

Steve B. Warnecke(7) 104,138 *
1026 Anaconda Dr.
Castle Rock, CO 80108

Royce & Associates, LLC(8) 942,200 5.9%
1414 Avenue of the Americas
New York, NY 10019
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Tertio Telecoms Group Limited(9) 2,899,998 15.4%
One Angel Square, Fourth Floor

Torrens Street

London, England EC1V 1PL

Brian R. Ervine(10) 195,420 1.2%
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

Anita T. Moseley(11) 308,364 1.9%
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

Joseph P. Murray(12) 68,037 *
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

Thaddeus Dupper(13) 36,250 <
c/o Evolving Systems, Inc.

9777 Mt. Pyramid Ct., Suite 100

Englewood, CO 80112

All executive officers and directors as a group (9 persons)(14) 2,545,568 14.4%

)

€]

3

C)

&)

(©)

O]

®)

Less than one percent (1.0%).

This table is based upon information supplied by officers, directors and principal stockholders and Schedules 13D and 13G filed with
the Securities and Exchange Commission (the "SEC"). Unless otherwise indicated in the footnotes to this table and subject to
community property laws where applicable, the Company believes that each of the stockholders named in this table has sole voting
and investment power with respect to the shares indicated as beneficially owned. Applicable percentages are based on 16,024,102
shares outstanding on the record date, adjusted as required by rules promulgated by the SEC.

Includes 671,891 shares subject to stock options exercisable within 60 days of the record date.

Includes 237,124 shares subject to stock options exercisable within 60 days of the record date.

Includes 15,000 shares subject to stock options exercisable within 60 days of the record date.

Does not include 1,385,276 shares held by Tertio Telecoms Group Limited, to be distributed as described in footnote (9) to certain
funds in which Mr. Skinner may be deemed to have an indirect beneficial ownership interest. Mr. Skinner disclaims beneficial
ownership of such shares, except to the extent of his pecuniary interest in such shares.

Includes 80,656 shares subject to stock options exercisable within 60 days of the record date.

Includes 61,667 shares subject to stock options exercisable within 60 days of the record date.
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Based solely upon the Schedule 13G information filed with the SEC by Royce & Associates, LLC on January 27, 2005.

Tertio Telecoms Group Limited ("Parent") has notified the Company that it intends to liquidate itself pursuant to a Members
Voluntary Liquidation prior to the date of the Company's annual
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meeting. In connection with such liquidation, Parent intends to distribute its assets to certain of its stockholders, including all of its
Series B Preferred Shares of the Company, which are convertible into 2,899,998 shares of common stock of the Company, and the
notes described in this proxy statement. Following such liquidation, based upon information provided to the Company by Parent and
assuming the conversion of the Series B Preferred Shares into shares of common stock of the Company, Parent will distribute
1,324,149 common shares of the Company (the "Advent Shares") as approximately follows: 454,475 shares to Global Private Equity
III Limited Partnership; 208,908 shares to Global Private Equity III-A Limited Partnership; 10,446 shares to Global Private Equity
II1-B Limited Partnership; 139,272 shares to Global Private Equity III-C Limited Partnership; 69,636 shares to Advent PGGM Global
Limited Partnership; 37,138 shares to Advent Euro-Italian Direct Investment Program Limited Partnership; 34,818 shares to Advent
European Co-Investment Program Limited Partnership; 6,870 shares to Advent Partners GPE III Limited Partnership; 2,036 shares to
Advent Partners (NA) GPE III Limited Partnership; 45,458 shares to Digital Media & Communications II Limited Partnership; 28,408
shares to Advent Crown Fund II C.V.; 281,590 shares to Advent Global GECC III Limited Partnership; and 5,094 shares to Advent
Partners Limited Partnership. Advent International Corporation, the private equity firm that is the general partner of the funds
affiliated with Advent International Group, exercises sole voting and investment power with respect to all of the Advent Shares. In
addition, following such liquidation, based upon information provided to the Company by Parent and assuming the conversion of the
Series B Preferred Shares into shares of common stock of the Company, Parent will distribute 1,385,276 common shares (the "Apax
Shares") among Apax Europe IV-A, L.P., Apax Europe IV-B, L.P., Apax Europe IV-C GmbH & Co. KG, Apax Europe IV-D, L.P.,
Apax Europe IV-E, L.P., Apax Europe IV-F, C.V. and Apax Europe IV-G, C.V., (the "Apax Europe IV Funds"). Apax Europe IV GP
Co. Limited is the managing general partner of Apax Europe IV GP, L.P. which is the managing general partner of each of the Apax
Europe IV Funds. Peter J. Skinner has an interest in the profit participation received by the managing general partner of the Apax
Europe IV Funds or one of its affiliates. Mr. Skinner disclaims beneficial ownership of the Apax Shares, except to the extent of his
pecuniary interest therein.

Includes 185,499 shares subject to stock options exercisable within 60 days of the record date.

Includes 295,142 shares subject to stock options exercisable within 60 days of the record date.

Represents shares subject to stock options exercisable within 60 days of the record date.

Includes 36,250 shares subject to stock options exercisable within 60 days of the record date.

Includes 1,651,266 shares subject to stock options exercisable within 60 days of the record date, but does not include 1,385,276 shares
held by Tertio Telecoms Group Limited, to be distributed to the Apax Europe IV Funds, as described in footnote (9) in which Peter J.
Skinner may be deemed to have an indirect beneficial ownership interest. Mr. Skinner disclaims beneficial ownership of such shares,
except to the extent of his pecuniary interest in such shares.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company's directors and executive officers, and persons who own more than ten percent of

aregistered class of the Company's equity securities, to file with the SEC initial reports of ownership and reports of changes in ownership of
common stock and other equity securities of the Company. Officers, directors and greater than ten percent stockholders are required by SEC
regulation to furnish the Company with copies of all Section 16(a) forms they file.

To the Company's knowledge, based solely on a review of the copies of such reports furnished to the Company and written representations

that no other reports were required, during the fiscal year ended December 31, 2004, one Form 4 with respect to Mr. Warnecke's purchase of
4,450 shares of the Company's stock on August 26, 2004 was filed late. To the Company's knowledge, all other
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Section 16(a) filing requirements applicable to its officers, directors and greater than ten percent beneficial owners were complied with.

INFORMATION REGARDING EXECUTIVE OFFICER COMPENSATION

The following table shows for the fiscal years ended December 31, 2004, 2003 and 2002, compensation awarded or paid to, or earned by,
each person who served as Chief Executive Officer of the Company during fiscal year 2004, and each of the other four (4) most highly
compensated executive officers of the Company at December 31, 2004 (collectively the "Named Executive Officers"):

Summary Compensation Table

Long-Term
Annual Compensation Compensation
Securities
Other Annual Underlying All Other

Name and Principal Position  Year Salary ($) Bonus ($) Compensation ($)(1) Options (#) Compensation ($)(2)
Stephen K. Gartside, Jr. 2004 $ 235,000 $ 145,000 $ 456,951 100,000 $ 10,475
President & Chief 2003 200,000 190,236(3) 372,035 467,000 2,944
Executive Officer 2002 180,000 10,000 25,000 8,719
George A. Hallenbeck 2004 $ 217,000 $ 137,000 $ 0 50,000 $ 11,280
Chief Technical Officer 2003 240,000 238,440 1,159,988 600,000 4,267

2002 225,000 13,684
Brian R. Ervine 2004 $ 230,000 $ 73,000 $ 112,360 85,000 $ 10,781
Executive Vice President, 2003 220,000 108,660 169,932 100,000 3,622
Chief Financial & 2002 196,154 175,000 8,994
Administrative Officer,
Treasurer
Anita T. Moseley 2004 $ 220,000 $ 70,000 $ 46,424 45,000 $ 11,348
Sr. Vice President, General 2003 210,000 100,230 84,592 257,792 4,102
Counsel and Secretary 2002 195,000 25,000 11,461
Joseph P. Murray 2004 $ 200,000 $ 57,042 $ 0 45,000 $ 10,072
Sr. Vice President of 2003 190,000 80,813 1,209,369 160,000 1,690
Development 2002 170,000 5,577
(D

For options exercised and the underlying securities not being sold, this number represents the dollar value of the difference between
the price paid by the named executive officer for stock purchased under the Company's stock option plan and the fair market value of
the Company's stock at the time of the option exercise. In the case of options exercised and sold on the same day, this number
represents the dollar value of the difference between the exercise price and the sales price.

)
Includes value of Company-provided insurance premiums paid by the Company, flexible spending credits, and contributions made by
the Company on behalf of the individuals which are currently managed under the Company's 401(k) Plan.

3

Includes $7,318 in commission paid to Mr. Gartside as Vice President of Marketing and Corporate Business Development.
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STOCK OPTION GRANTS

The Company grants options to its executive officers under its Stock Option Plan. As of the record date, options to purchase a total of
3,603,376 shares were outstanding under the Stock Option Plan, and options to purchase 2,036,276 shares remained available for grant.

The following tables show for the fiscal year ended December 31, 2004, certain information regarding options granted to, exercised by, and
held at year-end by, the Named Executive Officers and Directors:

Potential Realizable Value
at Assumed Annual

Rates of Stock Price
Numbfel: of Percent .of Appreciation for
Securltl.es Total Options ) Option Term(4)
Underlying Granted to Exercise
Options Employees in Price Expiration
Named Executive Officers Granted(1) Fiscal Year(2) ($/Share)(3) Date 5% 10%
Stephen K. Gartside, Jr. 50,000 3.8% $ 11.78 1/4/14  $ 959,419 $ 1,527,714
50,000 3.8% $ 4.64 11/1/14  $ 377,904 $ 601,748
George A. Hallenbeck 25,000 1.9% $ 11.78 1/4/14  $ 479,709 $ 763,857
25,000 1.9% $ 4.64 11/1/14  $ 188,952 $ 300,874
Brian R. Ervine 45,000 34% $ 11.78 1/4/14  $ 863,477 $ 1,374,943
40,000 3.0% $ 4.64 11/1/14  $ 302,323 $ 481,399
Anita T. Moseley 20,000 1.5% $ 11.78 1/4/14  $ 383,768 $ 611,086
25,000 1.9% $ 4.64 11/1/14  $ 188,952 $ 300,874
Joseph P. Murray 20,000 1.5% $ 11.78 1/4/14  $ 383,768 $ 611,086
25,000 1.9% $ 4.64 11/1/14  $ 188,952 $ 300,874
Non-Executive Directors
David J. Nicol 30,000 23% $ 7.99 3/16/14  $ 390,446 $ 621,720
10,000 8% $ 4.64 11/1/14  $ 75,581 $ 120,350
Brendan F. Reidy 10,000 8% $ 3.92 5/12/14  $ 63,853 $ 101,675
10,000 8% $ 4.64 11/1/14  $ 75,581 $ 120,350
Peter J. Skinner 30,000 23% $ 3.51 12/20/14  $ 171,523 $ 273,121
Steve B. Warnecke 10,000 8% $ 3.92 5/12/14  $ 63,853 $ 101,675
10,000 8% $ 4.64 11/1/14  $ 75,581 $ 120,350

)
Options granted to executive officers who have been employed by the Company for at least one year vest in 16 quarterly installments
beginning three (3) months from the grant date. Initial option grants (those for 30,000 shares) granted to new Non-Executive Board
members vest one-third on the one year anniversary date of the date of the grant, with the balance vesting quarterly over the remaining
two years of the grant. Additional option grants for 10,000 common shares vest quarterly.

©))
Based on 1,314,500 total options granted in 2004.

3
The exercise price for all options was the closing price for the Company's stock on the date of grant.

C)
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The potential realizable value is calculated assuming that the fair market value of the Common Stock on the date of the grant as
determined by the Board of Directors appreciates at the indicated annual rate compounded annually for the entire term of the option,
and that the option is exercised and the Common Stock received as a result is sold on the last day of the term of the option for the
appreciated price. The 5% and 10% rates of appreciation are mandated by the rules of the Securities and Exchange Commission and do
not represent the Company's estimate or projection of future increases in the price of the Common Stock.
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OPTION EXERCISES IN LAST FISCAL YEAR AND FISCAL YEAR-END OPTION VALUES

Number of
Shares of Common
Stock
Underlying Value of Unexercised
Unexercised Options at In-the-Money Options
Shares Value December 31, 2004 (#) at December 31, 2004 ($)
Acquired on Realized Exercisable/ Exercisable/

Officers Exercise (#) $)) Unexercisable(2) Unexercisable(3)
Stephen K. Gartside, Jr. 87,000 $ 456,951 160,938/374,062 $251,046/$496,942
George A. Hallenbeck 0 0 646,814/114,298 $1,393,588/$226,635
Brian R. Ervine 12,000 $ 112,360 140,499/187,501 $444,620/$376,939
Anita T. Moseley 7592 $ 46,424 269,218/112,174 $557,327/$163,771
Joseph P. Murray 0 0 47,100/91,250 $92,861/$102,200
Non-Executive Directors
David J. Nicol 0 0 0/40,000 0/0
Brendan F. Reidy 0 0 68,324/28,332 $266,511/$57,511
Peter J. Skinner 0 0 0/30,000 0/$29,400
Steve B. Warnecke 18,366 $ 119,195 38,334/65,000 $64,185/$94,850
(D

For options exercised but not sold, this number represents the dollar value of the difference between the price paid by the Named
Executive Officer or Non-Executive Director for stock purchased under the Company's stock option plan and the fair market value of
the Company's stock at the time of option exercise. In the case of options exercised and sold on the same day, this number represents
the dollar value of the difference between the exercise price and the sales price.

)
Includes both "in-the-money" and "out-of the-money" options. "In-the-money" options are options with exercise prices below the
market price of the Company's Common Stock at December 31, 2004.

3)
Based on the fair market value of the Common Stock as of December 31, 2004 ($4.49), minus the per share exercise price of
"in-the-money" unexercised options, multiplied by the number of shares represented by such options.

Compensation Agreements

Each of the Company's Executive Officers has entered into Compensation Agreements with the Company. Each agreement provides for
base salary and incentive compensation, and, in the case of the Executive Vice President of Worldwide Sales & Marketing, a commission
amount. In 2004, incentive compensation was a percentage, ranging from 30% to 75%, of the Executive Officer's base salary, and was paid only
if the Company attained quarterly and annual revenue and net income objectives established by the Board of Directors. For calendar year 2005,
incentive compensation percentages will range from 50% to 75% of the Executive Officer's base salary and will be paid only if the Company
attains quarterly and annual revenue, net income and cash flow objectives established by the Board.

Each agreement generally provides that in the event the Company terminates the employment of the Executive Officer, other than for cause,
death or disability, the Executive Officer will be paid severance pay. The amount of the severance pay varies from three (3) months of base
salary to up to nine (9) months of base salary and incentive compensation, depending upon the Executive Officer's position with the Company
and the circumstances surrounding the termination of employment. In exchange for severance, the Executive Officer will be required to execute
a full release of the Company and agree not to compete with the Company nor to solicit Company employees for the period of time during which
severance is paid. The Compensation Agreements do not change the "at-will" nature of
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the Executive Officer's employment with the Company. Either the Company or the Executive Officer may terminate the Executive Officer's
employment at any time.

Management Change in Control Agreements/Acceleration of Vesting on Options Granted to Board Members

Each of the Company's Executive Officers has entered into a Management Change in Control Agreement with the Company. Each
agreement generally provides that upon a Qualified Termination (as defined below), the Company shall pay to the Executive Officer all amounts
earned or accrued through the applicable termination date, including, without limitation, the Executive Officer's base salary, a prorated portion
of any earned incentive compensation, compensation for unused paid time off, reimbursement for reasonable and necessary expenses incurred by
the Executive Officer on behalf of the Company during the period ending on the applicable termination date. The Company also is obligated to
provide certain insurance benefits during the Executive Officer's applicable severance period. Moreover, the Company has agreed to pay the
Executive Officer an amount equal to 100% of his or her annual base salary, plus 100% of the Executive Officer's annual incentive target,
payable over a one year period. In the case of Mr. Hallenbeck, the Company has agreed to pay an amount equal to 200% of his annual base
salary, plus 200% of his annual incentive target, payable over a 2 year period. In addition, immediately upon the occurrence of a Change in
Control (as defined below) or a Qualified Termination, 50% or 100%, respectively, of the Executive Officer's unvested stock options shall vest.
The Company also has agreed to reimburse the Executive Officer for any excise taxes payable as a result of the Executive Officer's receipt of
these payments. A Qualified Termination will occur upon any of the following:

termination of the Executive Officer's employment by the Company, without cause, as a result of the influence of a person or
entity seeking to cause a Change in Control;

termination of the Executive Officer's employment by the Company for any reason, other than for cause, disability or death,
within 12 months following a Change in Control; or

resignation by the Executive Officer following a change in a material condition of the Executive Officer's employment in
anticipation of a Change in Control or within 12 months following a Change in Control.

A Change in Control will occur upon:

the sale, transfer or other disposition of all or substantially all of the Company's assets;

a merger or consolidation in which the Company is not the surviving corporation;

a reverse merger in which the Company is the surviving corporation but the shares of the Company's Common Stock are
converted into other property; or

the acquisition by any person, entity or group within the meaning of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), of the beneficial ownership of securities of the Company representing at least 50% of the combined voting
power entitled to vote in the election of directors.

The Company is reviewing these agreements in light of the new requirements included in the American Jobs Creation Act of 2004 (the
"Jobs Creation Act"); amendments to these agreements may be required by December 31, 2005 in order to comply with the Jobs Creation Act.

Each of the Company's non-employee Directors has been granted options which provide for acceleration of vesting of that number of
options which would have vested over the 12 month period following the date on which a Change in Control occurs.
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Notwithstanding anything to the contrary set forth in any of our previous or future filings with the SEC that might incorporate this Proxy
Statement, in whole or in part, the following report of the Compensation Committee and the Stock Performance Graph which follows shall not
be deemed to be "soliciting materials" or "filed" or incorporated by reference in our filings with the SEC, or subject to the liabilities of
Section 18 of the Securities Exchange Act of 1934, except to the extent that we specifically incorporate it by reference into a document filed
under the Securities Act of 1933 or the Securities Exchange Act of 1934.

REPORT OF THE COMPENSATION COMMITTEE
Membership and Role of the Compensation Committee

The Compensation Committee of the Board of Directors (the "Compensation Committee") is currently composed of three (3) independent
directors appointed by the Board of Directors. The Compensation Committee annually reviews and determines our executive compensation
objectives and policies, administers our stock plans and grants stock options.

Executive Compensation Objectives and Practice

The executive compensation program is designed to:

Attract and retain talented and productive executives;

Provide executives with competitive, but above-average, compensation that maintains a balance between cash and stock
compensation; and

Align the interests of executive officers with our stockholders by putting a significant portion of total compensation at risk,
tied to quarterly and annual revenue and profitability targets established by the Board.

Components of Executive Compensation

The compensation program for executive officers consists of the following three components: base salary; quarterly and annual bonus; and
long term incentive compensation, which has consisted of stock option grants.

Base Salary. It is our policy to set base salary levels competitively, but generally above-average, with selected corporations to which we
compare our executive compensation. We select these corporations on the basis of a number of factors, such as their size, the nature of their
businesses, the structure of their compensation programs and the availability of compensation information. Some of the corporations against
which we compare our compensation are included in the indices used to compare the stockholder return in the Stock Performance Chart included
in this Proxy Statement. When setting base salary levels, in a manner consistent with the objectives outlined above, the Compensation
Committee considers competitive market conditions for executive compensation, our performance, the individual's breadth of knowledge,
performance and levels of responsibility. For fiscal year 2004, the Compensation Committee engaged the services of an independent
professional compensation firm to assist in executive compensation planning. The Compensation Committee intends to re-evaluate the need to
engage independent professional advice in setting compensation for 2006.

For executive officers as a group, base salaries were increased by 0% to 17.5% for fiscal 2004 compared to fiscal 2003. The increases were
due to individual performance and promotions, and the need to remain within the range of competitive salaries for comparable positions in
comparable companies.

Quarterly and Annual Bonus. Our cash bonus program is designed to motivate executives to work effectively to achieve our financial
performance goals and to reward them when those goals are
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achieved. Executives have the opportunity to earn quarterly and annual bonuses equal to a percentage of their base salary. In 2004, on an annual
basis, these bonuses ranged from 30% of the executive's base salary to 75%, with the potential to receive up to 200% of the targeted bonus if
certain "stretch" Company performance targets were attained. For fiscal 2004, these performance goals were profitability, which included
reducing costs and improving margins, and revenue growth.

Long-Term Incentive Compensation. Historically, executive officers have been eligible for stock option grants and stock option grants
were awarded in 2004. We believe that option grants give executives a significant, long-term interest in our success, help retain key executives
in a competitive market, and align executive interests with stockholder interests and long-term performance of the Company. For fiscal year
2005, we intend to continue our stock option program.

The Company adopted its Stock Option Plan in order to provide equity based performance incentives to its employees. The Stock Option
Plan authorizes the Company to award incentive stock options and nonqualified stock options to purchase common stock to employees, directors
and consultants. The Compensation Committee believes that the Stock Option Plan assists the Company in attracting, retaining and motivating
officers and other employees. The grants are designed to align the interests of the optionees with those of the stockholders and provide each
individual with a significant incentive to manage the Company from the perspective of an owner with an equity stake in the business. Moreover,
the long-term vesting schedule (which is generally four years for employees and three years for non-employee Directors) encourages a long-term
commitment to the Company by its executive officers and other optionees. The size of the option grant to each optionee is set at a level that the
Compensation Committee deems appropriate in order to create a meaningful opportunity for stock ownership based upon the individual's current
position with the Company, but also takes into account the individual's potential for future responsibility and promotion over the option vesting
period, and the individual's performance in recent periods. The Compensation Committee periodically reviews the number of shares owned by,
or subject to options held by, each executive officer, and additional awards are considered based upon past performance of the executive officer.

Corporate Performance and Chief Executive Officer Compensation

For the fiscal year ended December 31, 2004, Stephen K. Gartside, Jr., President and Chief Executive Officer of the Company received
$235,000 in base salary and $145,000 in incentive performance bonus. The base salary of Mr. Gartside was increased 17.5% over base salary for
the 2003 fiscal year. Mr. Gartside's annual base salary is based largely on competitive salaries, which the Compensation Committee believes are
generally commensurate with Mr. Gartside's salary. Mr. Gartside's compensation plan provides for incentive compensation, based upon
achievement of corporate revenue and profit goals established by the Board of Directors. That incentive compensation, which in 2004 was 75%
of base salary, with the potential for additional bonus if certain Company "stretch" performance objectives were met, reflects the Compensation
Committee's desire to closely equate the Chief Executive Officer's incentive compensation with achievement of corporate objectives. In fiscal
2004, Mr. Gartside received stock option grants for 100,000 shares of the Company's common stock.

Limitation on Deduction of Compensation Paid to Certain Executive Officers

Section 162(m) of the Internal Revenue Code (the "Code") limits the Company to a deduction for federal income tax purposes of no more
than $1 million of compensation paid to certain Named Executive Officers in a taxable year. Compensation above $1 million may be deducted if
it is "performance-based compensation" within the meaning of the Code. The statute containing this law and the applicable proposed Treasury
regulations offer a number of transitional exceptions to this deduction limit for pre-existing compensation plans, arrangements and binding
contracts. As a result, the Compensation Committee believes that at the present time it is quite unlikely that the
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compensation paid to any Named Executive Officer in a taxable year which is subject to the deduction limit will exceed $1 million. Therefore
the Compensation Committee has not yet established a policy for determining which forms of incentive compensation awarded to its Named
Executive Officers shall be designed to qualify as "performance-based compensation." The Compensation Committee intends to continue to
evaluate the effects of the statute and any final Treasury regulations and to comply with Section 162(m) of the Code in the future to the extent
consistent with the best interest of the Company.

Conclusion

The Compensation Committee believes that the compensation programs of the Company and the administration of those programs well
serve the interest of the Company's stockholders. These programs allow the Company to attract, retain and motivate exceptional management
and technical talent and to compensate executives and other employees in a manner that reflects their contributions to both the short and
long-term performance of the Company. The Company intends to continue to emphasize programs that it believes will positively affect
stockholder value.

BY THE COMPENSATION COMMITTEE:

David J. Nicol
Brendan F. Reidy
Peter J. Skinner

39

]

47



Edgar Filing: EVOLVING SYSTEMS INC - Form DEF 14A

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

Messrs. Nicol, Reidy and Skinner served as members of the Compensation Committee of the Board of Directors during fiscal 2004.
Mr. Nicol became a member of the Compensation Committee in March 2004. Mr. Reidy became a member of the Compensation Committee in
October 2003. Mr. Skinner became a member of the Compensation Committee in November 2004. None of the members of the Compensation
Committee were, at any time during fiscal 2004, nor at any other time, officers or employees of the Company. No member of the Compensation
Committee or executive officer of the Company has a relationship that would constitute an interlocking relationship with executive officers or
directors of another entity.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN#*
AMONG EVOLVING SYSTEMS, INC.
THE NASDAQ STOCK MARKET (U.S.) INDEX AND A PEER GROUP

$100 invested on December 31, 1999 in stock or index including reinvestment of dividends. Fiscal year ending December 31.
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Notwithstanding anything to the contrary set forth in any of our previous or future filings with the SEC that might incorporate this Proxy Statement, in whole or in
part, the following report of the Audit Committee shall not be deemed to be "soliciting materials" or "filed" or incorporated by reference in our filings with the
SEC, or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, except to the extent that we specifically incorporate it by reference into a
document filed under the Securities Act of 1933 or the Securities Exchange Act of 1934.
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REPORT OF THE AUDIT COMMITTEE
The Audit Committee

As of the record date, the Audit Committee of the Board of Directors (the "Audit Committee") was composed of three (3) directors
appointed by the Board of Directors. Each of the committee members, Mr. Nicol, Mr. Reidy and Mr. Warnecke, satisfies the independence and
financial management expertise requirements of the Audit Committee Policy of the Nasdaq Stock Market, Inc. and Mr. Warnecke has been
designated by the Board as the Audit Committee's "financial expert." For a description of Mr. Warnecke's relevant experience, please see his
biographical information contained in Proposal 1 of this Proxy Statement. On May 25, 2000, the Board of Directors adopted a charter for the
Audit Committee (the "Charter"). A copy of the Charter was included with the Company's 2004 Proxy Statement. It can also be found on the
Company's website, www.evolving.com, under "Investor Relations."

Management is responsible for the preparation, presentation, and integrity of the Company's financial statements, accounting and financial
reporting principles, internal controls and procedures designed to ensure compliance with accounting standards, applicable laws and regulations.
The Company's independent registered public accounting firm, KPMG LLP, is responsible for performing an independent audit of the financial
statements and expressing an opinion on the conformity of those financial statements with accounting principles generally accepted in the United
States of America.

The Audit Committee's primary responsibilities are to:

)]
monitor the integrity of the Company's financial reporting process and the Company's systems of internal accounting and
financial controls regarding finance, accounting and legal compliance;

@3]
monitor the independence and performance of the Company's independent registered public accounting firm;

3)
provide an avenue of communication among the independent registered public accounting firm, management, and the Board
of Directors;

“
pre-approve all audit and permitted non-audit services; and

&)

develop procedures for receiving, on an anonymous basis, and responding to concerns about the Company's accounting and
auditing practices.

The Audit Committee has established a process for review and approval of fees and services of the independent registered public
accounting firm. Requests to the Audit Committee for approval of fees and services for the independent registered public accounting firm are
made in writing or via e-mail by the Company's Chief Financial Officer. The request must be specific as to the particular services to be provided,
but may be either for specific services or a type of service for predictable or recurring services. The Audit Committee reviews the request and
provides a response, in writing or via e-mail, to the Company's Chief Financial Officer. All of the services provided by the independent
registered public accounting firm in 2003 and 2004 were pre-approved by the Audit Committee.

Review of Fiscal Year 2004 Financial Statements
In connection with its review of the Company's Fiscal Year 2004 Financial Statements, the Audit Committee has:

6]

reviewed and discussed the audited consolidated financial statements with management;

@3]
discussed with KPMG LLP, the Company's independent registered public accounting firm, the matters required to be
disclosed by SAS 61 and SAS 90; and
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3)
received from KPMG LLP the written disclosures and letter required by Independence Standards Board Standard No. 1
("ISB 1") and discussed with KPMG LLP their independence.

Based upon the review and discussions described above, the Audit Committee recommended to the Board of Directors that the audited
consolidated financial statements for fiscal year ended December 31, 2004 be included in the Company's 2004 Annual Report on Form 10-K.

The following table sets forth information regarding fees for services rendered by KPMG LLP to the Company for the fiscal year ended
December 31, 2004 and fees for services rendered by PricewaterhouseCoopers, the Company's previous independent registered public
accounting firm, for the fiscal year ended December 31, 2003.

Amount Billed by Amount Billed by
Amount Billed by Pricewaterhouse- Pricewaterhouse-
Types of Fees KPMG in 2004 Coopers in 2004 Coopers in 2003
Audit Fees $ 225,000 $ 75,000 $ 167,640
Audit-Related Fees $ 44,030 $ 2,469 $ 80,000
Tax Fees $ 0 $ 135,525 $ 36,048
All Other Fees $ 2,000
Due Diligence Services $ 122,200
Total Fees $ 391,230 $ 212,994 $ 285,688

Audit-Related Fees were for services incurred in connection with the Company's acquisitions of CMS Communications, Inc., Telecom
Software Enterprises and Tertio.

Tax Fees were for services related to tax compliance, including the preparation of tax returns, tax planning and advice, tax advice related to
mergers and acquisitions and tax advice related to the Company's establishment of an Indian subsidiary.

All Other Fees were for all other services rendered by KPMG LLP for the year ended December 31, 2004 and by PricewaterhouseCoopers
for the years ended December 31, 2003 and December 31, 2004, respectively.

The 2003 audit of the Company's employee benefit plan was performed by the firm of Grant Thornton LLP for a fee of $10,013.

Additionally, the Company engaged the firm BDO Stoy Hayward LLP to perform audit related services in connection with our acquisition
of Tertio. Fees for this and the United Kingdom statutory audit of Tertio as of and for the year ended December 31, 2004 were $76,800.

The Audit Committee has considered the nature of all non-audit services and, based upon discussions with KPMG LLP and review of the
ISB 1 letter from KPMG LLP, the Committee believes that such services are compatible with maintaining the independent registered public
accounting firm's independence.
BY THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS:
David J. Nicol
Brendan F. Reidy
Steve B. Warnecke
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Change in Control Agreements

Each of the Company's executives has entered into a Management Change in Control Agreement with the Company. Each agreement
generally provides that upon a Qualified Termination (as defined below), the Company shall pay to the executive all amounts earned or accrued
through the applicable termination date, including, without limitation, the executive's base salary, a prorated portion of any earned incentive
compensation, compensation for unused paid time off, reimbursement for reasonable and necessary expenses incurred by the executive on behalf
of the Company during the period ending on the applicable termination date. The Company also is obligated to provide certain insurance
benefits during the executive's applicable severance period. Moreover, the Company has agreed to pay the executive an amount equal to 100%
of his or her annual base salary, plus 100% of the executive's annual incentive target. In the case of George A. Hallenbeck, the Company has
agreed to pay an amount equal to 200% of his annual base salary, plus 200% of his annual incentive target, payable over a 2 year period. In
addition, immediately upon the occurrence of a Change of Control (as defined below) or a Qualified Termination, 50% or 100%, respectively, of
the executive's unvested stock options shall vest. The Company also has agreed to reimburse the executive for any excise taxes payable as a
result of executive's receipt of these payments. A Qualified Termination will occur upon any of the following:

termination of the executive's employment by the Company, without cause, as a result of the influence of a person or entity
seeking to cause a Change in Control;

termination of the executive's employment by the Company for any reason, other than for cause, disability or death, within
18 months following a Change in Control; or

resignation by the executive following a change in a material condition of the executive's employment in anticipation of a
Change in Control or within 18 months following a Change in Control.

A Change in Control will occur upon:

the sale, transfer or other disposition of all or substantially all of the Company's assets;
a merger or consolidation in which the Company is not the surviving corporation;

a reverse merger in which the Company is the surviving corporation but the shares of the Company's Common Stock are
converted into other property; or

the acquisition by any person, entity or group within the meaning of the Exchange Act of the beneficial ownership of
securities of the Company representing at least 50% of the combined voting power entitled to vote in the election of
directors.

The Company has entered into indemnification agreements (the "Indemnification Agreements") with each of its Directors and executives.
Subject to the provisions of the Indemnification Agreements, the Company shall indemnify and advance expenses to such Directors and
executives in connection with their involvement in any event or occurrence which arises in their capacity as, or as a result of, their position with
the Company.

The above-described Change in Control Agreements and Indemnification Agreements are provided as part of the compensation
arrangements with the Company's executives, which is subject to approval of the Compensation Committee. Indemnification for Directors was
approved by the Board of Directors and is part of the standard arrangement for all Company Directors. The Company believes that the terms of
the transactions described above were no less favorable to the Company than would have been obtained from unaffiliated third parties. Any
future transactions between the Company and any of its Officers, Directors or principal stockholders will be on terms no less favorable to the
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Company than could be obtained from unaffiliated third parties and will be approved by a majority of the independent and disinterested
members of the Board of Directors.

Tertio

Mr. Skinner, a member of our Board of Directors, is a former partner (and current consultant) of Apax Partners Ltd., which is a principal
shareholder of Tertio Telecoms Group, Ltd. Mr. Skinner is an investor in Apax and will benefit from the Tertio transaction as an investor of
Apax.

FORWARD LOOKING STATEMENTS

We caution you that certain information in this proxy statement contains, in addition to historical information, certain "forward-looking"
statements within the meaning of the Private Securities Litigation Reform Act of 1995 that are based upon management's beliefs, as well as on
assumptions made by management. These forward-looking statements involve known and unknown risks, uncertainties and other factors that
cause our actual results, performance or achievements to be materially different from what we say or imply with such forward-looking
statements. When we use the words "may," "will," "expects," "intends," "estimates," "anticipates," "believes," "plans," "seeks" or "continues," or
similar expressions, we intend to identify forward-looking statements. You should be aware that the telecommunications industry is changing
rapidly, and, therefore, the forward-looking statements and statements of expectations, plans and intent are subject to a greater degree of risk
than similar statements regarding certain other industries.

non non non non

Although we believe that our expectations with respect to the forward-looking statements are based upon reasonable assumptions, we
cannot assure you that our actual results, performance or achievements will meet these expectations. Other than as may be required by applicable
law, we undertake no obligation to release publicly the results of any revisions to these forward-looking statements.

WHERE YOU CAN FIND MORE INFORMATION ABOUT EVOLVING SYSTEMS

As a reporting company, we are subject to the informational requirements of the Exchange Act and accordingly file our annual reports on
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements and other information with the SEC. The public may
read and copy and materials filed with the SEC at their Public Reference Room at 450 Fifth Street, NW, Washington, DC 20549. Please call the
SEC at (800) SEC-0330 for further information on the Public Reference Room. As an electronic filer, our public filings are maintained on the
SEC's Internet site that contains reports, proxy information statements, and other information regarding issuers that file electronically with the

SEC. The address of that website is http.//www.sec.gov. In addition, our annual report on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as well as S-3
registration statements filed in connection with our acquisition of CMS Communications, Inc. and Tertio, may be accessed free of charge
through our website, as soon as reasonably practicable after we have electronically filed such material with, or furnished it to, the SEC. Also, our
Code of Business Conduct and Corporate Governance Guidelines, as well as the Charters for our Audit, Compensation and Governance and
Nominating Committees, are available on our website and amendments to the Code of Business Conduct will be disclosed on our website. The
address of our website is www.evolving.com; however, the information found on our website is not part of this Proxy Statement.

Our common stock is traded on the Nasdaq SmallCap Market under the symbol EVOL.
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You may request copies of documents we have filed with the SEC, as well as copies of documents that appear on our website, from us,
without charge, upon written or oral request to:

Evolving Systems, Inc.
9777 Mt. Pyramid Ct., Suite 100
Englewood, CO 80112
Attn: Anita T. Moseley, Secretary
(303) 802-1000

INCORPORATION BY REFERENCE

The SEC allows us to "incorporate by reference" information into this Proxy Statement, which means that the Company can disclose
important information to you by referring you to another document filed separately with the SEC. The information incorporated by reference is
deemed to be part of this Proxy Statement, except for any information superseded by information contained directly in the Proxy Statement. This
Proxy Statement incorporates by reference the Company's Periodic Report on Form 8-K/A filed with the SEC on January 18, 2005, which is
attached to this Proxy Statement as Annex A, and the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2004,
which is attached to this Proxy Statement as Annex B.

OTHER MATTERS

The Board of Directors knows of no other matters that will be presented for consideration at the Annual Meeting. If any other matters are
properly brought before the meeting, it is the intention of the persons named in the accompanying proxy to vote on such matters in accordance
with their best judgment.

By Order of the Board of Directors,

Anita T. Moseley

Secretary
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Annex A

Form 8-K/A filed with the SEC on January 18, 2005

A-1
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SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 8-K/A

Amendment No. 2

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported)
November 2, 2004

Evolving Systems, Inc.

(Exact name of registrant as specified in its charter)

Delaware 0-24081 84-1010843
(State or other jurisdiction (Commission (IR.S. Employer
of incorporation) File Number) Identification No.)

9777 Mt. Pyramid Court, Suite 100
Englewood, Colorado 80112

(Address of principal executive offices)

Registrant's telephone number, including area code (303) 802-1000

N/A
Former Name or Former Address, if Changed Since Last Report

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions:

o
Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
y
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
o
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))