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Item 2.02 Results of Operations and Financial Condition  

On May 5, 2008, INX Inc. (the “Company”) issued a press release announcing its financial results for the quarter ended March 31, 2008. A 
copy of the Company’s press release is attached hereto as Exhibit 99.1 and is incorporated herein by reference.  

Item 7.01 Regulation FD Disclosure.  

On May 5, 2008, the registrant issued a press release announcing its financial results for the quarter ended March 31, 2008. The press release is 
furnished as Exhibit 99.1 to this Current Report and is hereby incorporated by reference in this Item 7.01. An investor conference call is 
scheduled to begin at 10:30 a.m. Eastern Daylight Time on Monday, May 5, 2008 to present the results and the Company’s updated outlook as 
well as provide an opportunity to answer investors’ questions in a public format.  

James Long, Chairman and Chief Executive Officer; Mark Hilz, President and Chief Operating Officer; and Brian Fontana, Chief Financial 
Officer, are scheduled to be on the call to discuss the quarter’s results and answer investors’ questions.  

The conference call will begin promptly at the scheduled time. Investors wishing to participate should call the telephone number at least five 
minutes prior to that time. To access the conference call within the U.S., dial 877-809-2547. For international/toll access, dial 706-634-9510. 
The conference ID is 44704061.  

A slide presentation related to the information that will be presented on the call will be available for viewing during the conference call. To 
access the presentation via the web, participants should access www.inxi.com/Webcasts/Q108call at least ten (10) minutes prior to the call and 
log in to ensure web browser compatibility. Following the call, the above link will provide investors with the ability to access the presentation 
and listen to the conference call.  

Beginning approximately one hour after the end of the conference call and ending on June 5, 2008, a replay of the conference call will be 
accessible by calling either 800-642-1687 from within the U.S., or 706-645-9291 for international/toll access. The replay of the conference call 
for listening via the Internet, as well as a PDF file of the slide presentation used during the call, will be available by the following morning, and 
until at least June 5, 2008, from the Company’s web site at www.inxi.com/Webcasts/Q108call.  

The information being furnished in this report (including Exhibits 99.1 and 99.2) are furnished pursuant to Item 7.01 and shall not be deemed 
“filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section, nor 
shall such information be deemed incorporated by reference in any other filing under the Securities Act of 1933, as amended.  

Item 9.01 Financial Statements and Exhibits  

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned hereunto duly authorized.  

 (c)  Exhibits 
   

Exhibit   
Number  Description

    
99.1   Press Release, dated May 5, 2008.

    
99.2   PowerPoint Presentation

 
Date: May 5, 2008 INX Inc.
  
    By:  /s/ Brian Fontana   
      

 
  

   Brian Fontana
   Chief Financial Officer
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Exhibit 99.1 

PRESS RELEASE  

INX Announces Record 1st Quarter Results and Stock Repurchase Plan  

HOUSTON--(BUSINESS WIRE)--May 5, 2008--INX Inc. (Nasdaq: INXI; the “Company”; or “INX”) today announced record revenue and 
earnings for its first quarter ended March 31, 2008.  

In summary, for the quarter ended March 31, 2008 compared to the same period in the prior year:  

Commenting on the results, James Long, INX’s Chairman and CEO, said, “INX posted outstanding operating results for the first quarter, and 
the strength of our results shows how INX’s business continues to improve. Our total revenue growth, and growth in our higher margin 
services revenue did not result from any extraordinary transactions, but reflect strength throughout our business. INX continues to lead our 
industry in revenue growth. Operationally, we continued to perform well with respect to leveraging the investments we have made over the past 
couple of years, and that progress is reflected in our first quarter results. One of our key financial goals over the past year has been to improve 
our operating profit margin percentage in order to grow operating income at a faster rate than revenue. Our first quarter results show 
meaningful progress towards this goal.”  

Commenting further on the Company’s results and trends in the business, Mark Hilz, INX’s President and Chief Operating Officer, said, “The 
Company continued on its path of growth and operational improvement during the first quarter while laying the foundation for continued 
growth. Since the first of the year there have been a number of notable achievements that we believe will be catalysts for continued growth. In 
February we announced that we had achieved the Cisco Master of Security status, which should help us in continuing to grow our security 
practice area. In March we announced that we were going to begin selling Cisco’s TelePresence solutions, and that we had achieved the Cisco 
TelePresence Advanced Technology Partner status. Unified Communications is still in it’s infancy as far as a technology set and the rate of 
advancement of the capabilities of Unified Communications is increasing. The growing use of video in enterprise networks is expected to 
dramatically increase bandwidth requirements for enterprise networks. The relatively new areas of virtualization of computing and storage 
elements on the network present a new areas of opportunity for INX since the network will play a key role in enabling these technologies. 
These areas continue to present great sources of growth for INX going forward.” 

STOCK REPURCHASE PLAN: 

 •  Total revenue increased 30.7% to $59.6 million from $45.6 million. 

 �   Product revenue increased 27.7% to $50.5 million from $39.6 million, with gross profit on product revenue increasing 
27.6% to $9.2 million, or 18.2% of product revenue, compared to $7.2 million, or 18.2% of product revenue. 

 

 �  Service revenue increased 50.2% to $9.2 million from $6.1 million, with gross profit on service revenue increasing 
128.1% to $2.9 million, or 32.1% of service revenue, compared to $1.3 million, or 21.2% of service revenue.  

 •  Gross profit on total revenue increased 42.8% to $12.1 million, or 20.4% of total revenue, compared to $8.5 million, or 18.6% of 
total revenue.  

 

 •  Operating income increased 426% to $1.8 million, or 3.0% of total revenue, compared to $335,000, or 0.7% of total revenue. 
 

 •  Net income from continuing operations before income taxes increased 443% to $1.7 million compared to $311,000.  
 

 •  Income tax was $683,000 compared to $7,000.  
 

 •  Net income was $1.0 million compared to $366,000. 
 

 •  Diluted earnings per share from continuing operations was $0.12 compared to $0.04. 
 

 •  Diluted earnings per share was $0.12 compared to $0.05.
 

 •  On a non-GAAP basis (as defined below): 

 �  Non-GAAP net income increased 309% to $1.9 million compared to $469,000.
 

 �  Non-GAAP diluted earnings per share was $0.23 compared to $0.06.



                    

The Company also announced today that it had repurchased 181,185 shares of its Common Stock at an average price of $8.22 per share during 
the first quarter under the Company's stock repurchase plan that automatically terminated on March 31, 2008, which represented approximately 
2.4% of the total shares outstanding at December 31, 2007.  

INX’s Board of Directors has approved a new plan for the repurchase of up to an additional $2 million of its Common Stock. Any share 
repurchases under the new plan must be made on or before July 31, 2008. The plan calls for certain defined quantities of shares to be purchased 
at certain defined share price levels in open market or privately negotiated transactions in compliance with Rule 10b-18 under the Securities 
Exchange Act of 1934, as amended, subject to market and business conditions, applicable legal requirements and other factors. The plan calls 
for the repurchased shares to be retired as soon as practicable following the repurchase. The plan does not obligate the Company to purchase 
any particular number of shares, and may be suspended at any time at the Company’s discretion in accordance with Rule 10b-18.  

Commenting on the new share repurchase program, James H. Long, INX’s Chairman & Chief Executive Officer, said, “Over the past year 
INX’s financial performance has improved substantially while the price of the Company’s Common Stock has declined. We believe that 
allocating a portion of the Company’s capital resources to repurchase and retire shares of the Company’s Common Stock is in the best interest 
of the Company and its stockholders.”  

OUTLOOK: 

The following statements made by the Company are “forward-looking statements” and are subject to the Safe Harbor Statement set forth 
below. 

As we have stated many times, we continue to believe our efforts towards creating a strong national presence, along with both the increasing 
complexity and broad use of and dependency upon enterprise-class IP communications systems, will result in continued growth opportunities 
for INX over the next several years. Introductions of new focused practice areas such as network security and network storage have added 
additional sources of revenue growth over the past eighteen months.  

One of our key long-term goals over the past year has been to improve operating profit margin percentage in order to grow operating 
profitability at a faster rate than revenue growth. While we have made substantial progress towards that goal over the past year, there is still 
substantial room for improvement to reach our goal of 4% to 7% operating profit margin. Our ability to achieve improvement of our operating 
profit margin through leverage of operating expenses is dependent upon our ability to increase revenue.  

As we have previously stated, we believe industry trends continue to favor strong growth over a multi-year period for the advanced 
technologies segments of the IP networking and data center industry spaces that INX has always been focused on. We believe INX is well 
positioned to take advantage of the way the IP network is becoming the platform for all business communications and the preferred technology 
for data center connectivity due to our focused expertise, our growing national presence and our financial strength.  

Since the late Summer or early Fall of 2007 there has been a general trend towards increasing economic uncertainty that has depressed 
enterprise organizations’ willingness to move forward with capital expenditures. We believe the factors that were influential in causing this 
industry-wide slowdown are beginning to abate. Over the past two quarters, customers that waited to make large capital expenditures have been 
rewarded with lower cost of capital, and those who waited until this year were rewarded with the benefit of accelerated depreciation from the 
recently enacted economic stimulus package. We believe these multiple factors that have been causing customers to postpone moving forward 
with large capital expenditures are abating, and that overall spending trends for IP communications infrastructure by U.S. enterprise 
organizations are in the early stages of improvement.  

Based on completed revenue for the first month of our current second quarter, recent order bookings trends, current contracts backlog, and our 
estimated sales pipeline, we expect total revenue for our second quarter ending June 30, 2008 to be in the range of $60 million to $65 million, 
an increase of approximately 12% to 21% compared to above average prior year period revenue of $53.7 million.  



                    

CONFERENCE CALL AND WEBCAST:  

An investor conference call is scheduled to begin at 10:30 a.m. Eastern Daylight Time today, May 5, 2008, to present the Company’s results 
and updated outlook as well as provide an opportunity to answer analyst’s and investors’ questions in a public format.  

James Long, Chairman and Chief Executive Officer; Mark Hilz, President and Chief Operating Officer; and Brian Fontana, Chief Financial 
Officer, are scheduled to be on the call to discuss the quarter’s results and respond to investors’ questions.  

To access the conference call within the U.S., dial 877-809-2547. For international/toll access, dial 706-634-9510. The conference call will 
begin promptly at the scheduled time. Investors wishing to participate should call the telephone number at least five minutes prior to that time.  

A slide presentation related to the information that will be presented on the call will be available for viewing during the conference call. To 
access the presentation via the web, participants should access www.INXI.com/Webcasts/Q108call at least ten (10) minutes prior to the call 
and log in to ensure web browser compatibility. Following the call, the above link will provide investors with the ability to access the 
presentation and listen to the conference call.  

Beginning approximately one hour after the end of the conference call and ending on June 5, 2008, a replay of the conference call will be 
accessible by calling either 800-642-1687 from within the U.S., or 706-645-9291 for international/toll access. The conference ID for the replay 
is 44704061. The replay of the conference call for listening via the Internet, as well as a PDF file of the slide presentation used during the call, 
will be available by the following morning, and until at least June 5, 2008, from the Company’s web site at 
www.INXI.com/Webcasts/Q108call. A transcript of the conference call is expected to be available within approximately 48 hours after the call 
at the above web site link.  

SAFE HARBOR STATEMENT:  

The statements contained in this document and conference call and related presentation that are not statements of historical fact including but 
not limited to, statements identified by the use of terms such as “anticipate,” “appear,” “believe,” “could,” “estimate,” “expect,” “hope,” 
“indicate,” “intend,” “likely,” “may,” “might,” “plan,” “potential,” “project,” “seek,” “should,” “will,” “would,” and other variations or 
negative expressions of these terms, are "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of 
1995. Such forward-looking statements are based on current expectations and are subject to a number of risks and uncertainties. We do not 
have contracts in hand that will generate the revenue that we expect for the current and future quarters for which we attempt to predict future 
events in the Outlook section of this press release above. The actual results of the future events described in the forward-looking statements 
could differ materially from those stated in the forward-looking statements due to numerous factors, including:  

•  Market and economic conditions, including capital expenditures by enterprises for network and telephone communications systems 
products and services.  

 

•  Whether the Company obtains anticipated contracts and other business, the timing of obtaining same, and the size and profitability of 
such contracts and business.  

 

•  The Company’s ability to attract and retain key management, sales and technical staff, and to successfully manage its technical employee 
resources, which is key to maintaining gross margin on services revenue. 

 

•  The Company’s ability to finance its business operations.
 

•  Risks associated with the Company’s entry into new markets and the ability of the Company to increase revenues and gain market share 
in recently opened new markets. 

 

•  The Company’s ability to obtain sufficient volumes of products for resale and maintain its relationship with its key supplier, Cisco 
Systems, Inc.  

 

•  The continuance of, and the Company’s ability to qualify for, sales incentive programs from its key supplier. 



                    

Recipients of this document are cautioned to consider these risks and uncertainties and to not place undue reliance on these forward-looking 
statements. The financial information contained in this release should be read in conjunction with the consolidated financial statements and 
notes thereto included in the Company's most recent reports on Form 10-K and Form 10-Q, each as it may be amended from time to time. The 
Company’s past results of operations are not necessarily indicative of its operating results for any future periods. All information in this press 
release is as of May 5, 2008, and the Company expressly disclaims any obligation or undertaking to update or revise any forward-looking 
statement contained herein to reflect any change in the Company’s expectations with regard thereto, or any change in events, conditions or 
circumstances upon which any statement is based.  

ABOUT INX INC.:  

INX Inc. (NASDAQ:INXI - News) is a network infrastructure professional services firm delivering best-of-class “Business Ready Networks” 
to enterprise organizations. We offer a full suite of Advanced Technology solutions that support the entire life-cycle of IP Communications 
systems. Services include design, implementation and support of IP network infrastructure for enterprise organizations including routing and 
switching, IP Telephony, messaging, wireless, network storage and security. Operating in a highly focused manner provides a level of expertise 
that enables us to better compete in the markets we serve. Our customers for enterprise-level Cisco-centric advanced technology solutions 
include large enterprises organizations such as corporations, public schools as well as federal, state and local governmental agencies. Because 
we have significant experience implementing and supporting the critical technology building blocks of IP Telephony systems and other IP 
Communications advanced technology solutions for enterprises, we believe we are well positioned to deliver superior solutions and services to 
our customers. Additional information about INX can be found on the Web at www.INXI.com.  

CONTACT:  

INX Inc. 
Brian Fontana 
Chief Financial Officer 
713-795-2000 
Brian.Fontana@INXI.com  

•  The Company’s ability to identify suitable acquisition candidates and successfully integrate acquired companies, and the risk of 
unexpected liabilities or loss of customers and other unforeseeable risks associated with making acquisitions. 

 

•  The Company’s ability to grow its revenues in newly opened and/or acquired offices in new markets. 
 

•  The Company’s ability to manage its business in a manner that results in increased revenues without a proportional increase in costs of 
operating its business. 

 

•  Unexpected customer contract cancellations. 
 

•  Unexpected losses related to customer credit risk.  
 

•  Uncertainties related to rapid changes in the information and communications technology industries. 
 

•  Catastrophic events.  
 

•  Other risks and uncertainties set forth from time to time in the Company’s public statements and its most recent Annual Report filed with 
the SEC on Form 10-K, as such may be amended from time to time, which the Company makes available on its web site in PDF format at 
www.inxi.com/Information/sec.asp. 



                    

ABOUT NON-GAAP MEASURES  

In its communications with investors, the Company references certain non-GAAP financial measures, which differ from GAAP measurements 
by the amount of non-cash equity compensation from continuing operations, non-cash income tax expense associated with continuing 
operations, and discontinued operations. The Company believes that providing non-GAAP net income in its communications with investors is 
useful to investors for a number of reasons. As presented, the non-GAAP net income provides a consistent basis of presentation for investors to 
understand the Company’s financial performance in comparison to historical periods using the same methodology and information that the 
Company’s management uses to evaluate the Company’s performance, which the Company believes is useful to investors. A reconciliation of 
non-GAAP financial measures to GAAP basis can be found below.  
     
  Three Months Ended March 31,  
  2008   2007  
GAAP net income  $ 1,011 $ 366
Equity-based compensation expense from continuing operations   312 165
Non-cash income tax expense from continuing operations   601 —
Discontinued operations   (4) (62)
       

Non-GAAP net income  $ 1,920 $ 469
     

 

 

Non-GAAP net income per diluted share  $ 0.23 $ 0.06
     

 

 

Shares used in computing non-GAAP net income per diluted share   8,242,191 7,729,681
     

 

 



                    

INX INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 

(In thousands, except share and per share amounts) 
(Unaudited)  

    
  Three Months  
  Ended March 31,  
  2008   2007  
Revenue:    

Products  $ 50,491 $ 39,550
Services   9,152   6,093 

   
 
  

 
 

Total revenue   59,643 45,643
        

Cost of products and services:         
Products   41,284 32,332
Services   6,212 4,804

   
 
  

 
 

Total cost of products and services   47,496 37,136
   

 
  

 
 

Gross profit   12,147 8,507
Selling, general and administrative expenses   10,384 8,172
        

Operating income   1,763   335 
Interest and other income (expense), net   (73) (24)
   

 
  

 
 

Income from continuing operations before income taxes   1,690 311
Income tax expense   683 7
   

 
  

 
 

Net income from continuing operations   1,007 304
Income from discontinued operations, net of income taxes   4 62
        

Net income  $ 1,011 $ 366
   

 

  

 

 

     
Net income per share:         
Basic:    

Income from continuing operations  $ 0.13 $ 0.04
Income from discontinued operations, net of income taxes   — 0.01

        

Net income per share  $ 0.13  $ 0.05 
   

 

  

 

 

Diluted:    
Income from continuing operations  $ 0.12 $ 0.04
Income from discontinued operations, net of income taxes   —   0.01 

   
 
  

 
 

Net income per share  $ 0.12 $ 0.05
   

 

  

 

 

Shares used in computing net income per share:    
Basic   7,550,904 6,662,839

   

 

  

 

 

Diluted   8,242,191 7,729,681
   

 

  

 

 



                    

INX INC. AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

(In thousands, except share and par value amounts)  
    
  March 31,   December 31, 
  2008   2007  
  (Unaudited)     

ASSETS    
     
Current Assets:    

Cash and cash equivalents  $ 8,236 $ 9,340
Accounts receivable, net of allowance of $498 and $470   45,292   45,128 
Inventory, net   1,606 1,439
Deferred income taxes   2,100 2,100
Other current assets   2,355 2,062

        

Total current assets   59,589   60,069 
Property and equipment, net of accumulated depreciation of $3,995 and $3,728   4,586 4,421
Goodwill   16,663 16,603
Intangible and other assets, net of accumulated amortization of $1,729 and $1,592   3,011 3,148
   

 
  

 
 

Total assets  $ 83,849 $ 84,241
   

 

  

 

 

     
LIABILITIES AND STOCKHOLDERS’ EQUITY    

          
Current Liabilities:    

Notes payable  $ 6,327 $ 6,200
Accounts payable   35,487 37,233
Accrued expenses   6,129 5,363
Other current liabilities   1,188 1,440

        

Total current liabilities   49,131 50,236
   

 
  

 
 

Long-term Liabilities:    
Deferred income taxes   1,565 1,565
Other long-term liabilities   332   413 

   
 
  

 
 

Total long-term liabilities   1,897 1,978
        

Commitments and contingencies    
Stockholders’ Equity:    

Preferred stock, $.01 par value, 5,000,000 shares authorized, no shares issued   — —
Common stock, $.01 par value, 15,000,000 shares authorized, 7,422,840 and 7,548,892 shares issued   74 75
Additional paid-in capital   36,281 36,497
Accumulated deficit   (3,534) (4,545)

   
 
  

 
 

Total stockholders’ equity   32,821 32,027
   

 
  

 
 

Total liabilities and stockholders’ equity  $ 83,849 $ 84,241
   

 

  

 

 



  

Exhibit 99.2

  
1st Qu ar ter E nded Mar ch 31, 2008 I NX Inc. Nasdaq: I NXI www.IN XI.com May 5, 2008 F inancial Result s 



                    

  
Agen da For Conf erence Call  1. Brian Fo ntana, CF O will pr esent t he resu lts for t he quarter and d iscuss  cer tain fi nan ci al  trends  2. Mark Hilz, P res ident & COO will  provide an i ndust ry update and di scuss r ecent  achi ev em en ts, activi ties and event s 3. J im L ong, Chair man & CEO, will discuss  Company's  outlook for t he futur e 4. Take ques tions  



                    

  
GAAP Reco nci liation and F orward - Lookin g Statements  T his p resentati on contains  "forwar d-looking s tatements" within th e m eani ng of th e P rivate S ecur ities  Lit igation Refor m Act of  1995, includi ng futu re operating  resu lts  exp ectati ons. S tatements  associated with wo rds  such as  "an ticipate,"  "beli eve," "expect," "hope," "outlook ," "should," "target,"  "will"  or ot her s imilar  words  are for ward -looking s tatements . Th ese pro ject ions and  other f orward - looking s tatements  are only p rojections . Actual events , perf ormance or  resu lts  may diff er materi al ly fr om those indicated due to  numerous  factor s, m any of whi ch we h ave li ttle or no control  over, and some of which we may not be success ful i n addressing . Numerous  of  these f actor s  ar e set f orth in our 2 007 For m 10- K, as  amended, which we ur ge you to r ead. All fi nanci al  results  shown  ar e for  co ntinuing operations  unless o therwise noted Duri ng this  presentation r eferences to financial m easures  of INX will include refer ences  to non -GAAP fin an ci al  measur es . I NX provid es  a reconciliati on between GAAP and non - GAAP fin an ci al  infor mation wit hin this  presentation and on its  websit e at www.INXI. com  under the "In ves tor s" tab, whi ch  may be accessed di rectly at www.I NXI.com/n on-gaap -recon. GAAP Reconciliation  
Safe Harbor  Statement 



                    

  
Non -GAAP Financial Measures Presentation of  non- GAAP net income pr ovides  a consis tent bas is  for  comparison to h isto rical perio ds based on results  that m anagement  views as  the key measurements  of f inancial perf ormance Non -GAAP net income is  net in com e on a GAAP bas is adj usted f or: Non- cash equity -based compensation Non -cash income tax expense Discontinued oper at ions  2007 realization  of defer red tax assets  and expectation of  futu re taxable income will  result in in com e tax expense f or book p urposes s tart ing in Q1 -2008 at an eff ecti ve rate of appr oximately 4 5% St at utory t ax  rate of appr oximately 3 6% wil l diff er fr om eff ect ive tax rate of  approxim ately 45% b ecause of ti ming dif ferences  of the deducti bility o f certain expenses f or bo ok and tax pur poses  Subs tantiall y all book tax expense will b e n on -cash for  federal i ncome tax purp oses  becau se of  a n et  operating l oss  carryf orwar d of appr oximately $4 .5 milli on at Mar ch 31, 2008. 



                    

  
First Quar ter E nded 3/31/200 8 Results  (Dol lars  in thousands , except  EP S) 



                    

  
Reconciliati on of GAAP  to Non - GAAP Net Incom e For 1s t Quar ter E nded 3/31/20 08 (Doll ar s i n thousands, except E PS ) 



                    

  
Balance Sheet Data ( Dollars  in tho usands) 



                    

  
Gross Margi n Prod uct  vs. S ervices  Revenue S ources  Produ ct  gross m ar gin has  trended u pwar d s lightly over a multi -year  period, a f unction of  our i ncreasing ly high value -add  solu tions  and increas ing bus iness  f rom r ep eat cus tomer s S ervices  gross m argin declined i n 2005 and 2006  due to rapid nat ional expans ion and s tart -up of new pr act ice ar eas , both  of which i ncr eased engineeri ng and other  categor ies o f cos ts of  ser vice in advance of service r evenu e pr oduction;  impr oving recently as  benefit s ar e r ealized; Q1 -2008 was n ear  mid -point of  target of  30% -35% 2003  2004 2005 20 06 1H -07 2H- 07 Q1-08 Pro ducts 0. 145 0.151 0.15 7 0.186 0.175  0.177 0.182 S ervices  0.296 0.334 0 .25 0.21 0.267  0.302 0.321 



                    

  
Gross and Oper ating Pr ofit  Mar gin Gross  prof it mar gin on tot al  revenue has t rended s lightly upward over  the past several years  due to improv ing mix of  ser vice revenue and imp roving g ross m ar gin on bo th produ ct  revenue and ser vice revenue; in Q1 - 2008 this  tr end  co ntinued Operati ng prof it mar gin tur ned  posi tive in 2004,  then declined in 200 5 an d 2006 as  we executed on  rapid geogr aphic expansi on and intr oduced new practice areas , but impr oved in 200 7 an d for  MRQ as  benefits  of expans ion b egan t o be realized 2003 20 04 2005 2006 1H-07 2H -07 Q1- 08 Gross Marg in 0.159 0.1 81 0.173 0.195  0.187 0.194 0 .204 Operatin g Prof it Margin -0.006 0.023 0. 014 0.011 0.01 4 0.02 0.03 * 2005 results  exclude one -time non -cash charge of  $5.7 mil lion 



                    

  
Industry Up date Unified Comm unications  is  sti ll in it 's  inf ancy. Cisco and Microsoft  ar e acceler at ing development o f new off erings . T he movement tow ar ds a vi rtualized Data Center envi ronment t hat is con nected v ia the "I P networ k" will pr esent a huge new ar ea of  oppor tunity f or I NX. Stor age,  Security as  well as  Routing and S witching wil l be major ar eas  f or gr owth in thi s new envir onment. Web 2.0  en terpri se applicatio ns ar e m oving int o the enterpr ise envir onment and wi ll increase the use o f video in the enterpri se. T elepresence soluti ons of fer a m aj or s tep up in i nteractive video coll ab oration wi th CD quality audio  an d HD video that has  lif e- size images . Cust omer ROI i n these areas  continues  to advance and present the cus tomers  with  many compelling  impro vem ents i n areas such as productiv ity, reli abi lity and consolidati on for  lower oper ational cos t 



                    

  
Recently Ann ounced Achievements 1/23/2008 -  con tract to supply u p to $21 mi llion f or Depart ment of Def ense 2/20 /2008 -  gai ned Ci sco "Master  of Secur ity" st at us 2/ 14/2008 - gai ned Ci sco "Power ed  Managed S er vices P rovider " s tatus  3/25/ 2008 -  beg an  sellin g Ci sco T elePresence solut ions  an d becam e a Cisco TeleP resence Advanced T echn ology Par tner 4/1 5/2008 -  $8.4 mill ion U.S. Cor ps o f En gineers  ser vices  contr act  win 



                    

  
Staff ing T rends  -  Con tinuing T o In ves t I n Growth  Dec 31 , 2004 +15 6% + 278% Dec 31, 20 07 % I ncr. Mar 31, 20 08 % I ncr. +0 % +11 % Recen t Quarter We conti nued to add s taff  during  Q1, inves ting fo r continu ed g rowth Di rect revenue- producing s taff ing incr eased 11%  in Q1 compar ed  to zero incr ease for  non- direct revenue pr oducing s taff  in Q1 L ong- Term Trend 



                    

  
Outlook - 3 Driver s Of  Recent I ndus try - Wi de Slowdown A re Subs iding Since ~ July 2007,  cu stom er s hav e b een f ear ful o f the poss ibility  of a recession  - while not f ully r esolved, t her e are some sig ns th at  cu stom er s ar e beginning t o look f orward t o the possibi lity of  an impr oving economy i n 6- 12 months  Sin ce ~  July  2007, larg e ent er prise cust omers  have been anticipating t he ben ef its  of lo wer  interes t r at es  as  the Fed began an easin g cycl e - the eas ing cycle appears  to be near an end,  which sh ould pro mpt some cust omers  to move f orward  with capital expendit ure pro ject s S ince ~  Decem ber 2007, cor porate enterp rise custom ers  began  to anticipate the poss ibilit y of a Feder al  government  econo mic st imulus  package co ntaining pr ovis ions  to s timulate capital spending b y bus inesses - this  was  s igned into  law in Febr uary 2008 



                    

  
Outlook - Recent Catalys ts F or Conti nued Growth  Recent services  contract of  $8.4 mil lion, major ity of  which will be r ecognized over th e r emainder of  2008 calendar year  - increase in higher mar gin service revenue Recen t Cisco r elationship achievements  present oppor tunities : T el ep resence Advanced T echno logy Par tner; Mast er  of S ecu rity; Cisco Power ed Managed S er vices P artner Year - ago  introd uct ion of net work s torage and netw ork secu rity as  pri mary pr acti ce ar eas  beginnin g to yield r esult s -  (242%  and 58% g rowth r espectively for 2 007) Data center t rends  (s torage, iS CS I, F BOE ) comb ined with Cisco's  r ecent new pr oduct announcements  in t his ar ea ( Nexus  line) is  creating new growth op portuni ties Bos ton- based Select, I nc. acq uisi tion is  at the end of  its  ~6- 9 month ty pical  integrati on period, followi ng which we have norm al ly seen above -aver age revenue growth  from  past acqui siti ons Cont inued recent inves tment i n hirin g of r ev enu e-gen er ating emplo yees  - eng ineering s taff  +18%  and sales  s taff +  3% i n Q1 -2008 



                    

  
Outlook - Q2 & L onger -Term Expectations  Fo r Q2 -08 we ex pect : Total revenue in the r an ge of $60 - $65 milli on, an increase of 12% -21% as  compared to abov e- aver age prior  year  period  revenue of $5 3.7 Servi ces  revenue in t he range of $ 9.2-$9.7 mill ion, an increase of 35% -  42% f rom t he p rior  year  period  Q2-08 gross  margin on  serv ices  revenue expected to b e d own sl ightly comp ar ed to Q1 - 2008 level due to cos ts  of r amping up r ecent  $8.4 mil lion U.S Cor ps o f E ngineers  contract, but  higher in  2H-08 We exp ect r evenue for  the second half  of 2 008 to be high er  than revenue in  the fir st h al f of the year , and for  ser vices r evenue to increase more than pr oduct r ev enu e We conti nue to maintain our long - term tar get  ranges  for gross pr ofi t of 15% - 19% f or pr oducts  an d 30% - 35% f or services , an d for  operating pr ofi t margin in the range of  4%- 7%, the achievement of  which is  dependent upon lever aging certain operating expenses agains t conti nued revenue gr owth 



                    

  
Summar y / Highli ghts  Impr oving gr oss  marg in and operatin g prof it marg in Recor d revenue, oper at ing income and E PS  Total r evenue + 31%  y/y Ser vice revenue + 50 % y/y Op er ating incom e +  426%  Diluted E PS +  140%  Non -GAAP dilut ed  EPS  + 283%  Repurchased  2.3% of  total shares  Indus tr y and technology cont inue to evolve as  we have exp ected 3  driver s of  indus try -wide slo wdown of pas t 6 -9 months  are subsi ding Numer ous recen t cat al ysts  f or continu ed INX gro wth Q2 total r evenue + 12% -21% y/y  Q2 ser vice revenue + 35% -42% y/y  2H-08 revenue higher  than 1H -08 and for  ser vices r ev enu e t o increase m ore than pr oduct revenue 1s t Quar ter Result s Out look 


