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Item 2.02 Results of Operations and Financial Condition

On March 6, 2007, INX Inc. (the “Company”) issued a press release announcing its financial results for the quarter and year ended
December 31, 2006. 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 March 6, 2007, the registrant issued a press release announcing its financial results for the quarter and year ended December 31, 2006. 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 will be held by the Company on March 6, 2007, starting at 4:30 p.m. Eastern Standard Time to discuss the results and the
Company’s outlook for the future, 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, will be on the call
to discuss the quarter’s results and answer investors’ questions.

To access the conference call within the U.S., dial 800-895-1715. For international/toll access, dial 785-424-1059. 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 PowerPoint presentation related to the information that will be presented on the call will be available for viewing from the Company’s web
site at www.INXI.com/Presentations/4Q06call. Following the call, the above link will provide investors with the ability to access the
presentation as well as a transcript of the prepared comments in PDF file format. The PowerPoint presentation is furnished as Exhibit 99.2 to
this Current Report and is hereby incorporated by reference in this Item 7.01.

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
(c) Exhibits

Exhibit Number Description

99.1 Press Release, dated March 6, 2007.

99.2 PowerPoint Presentation
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.

Date: March 6, 2007 INX Inc.

By: /s/ Brian Fontana
Brian Fontana
Chief Financial Officer
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Exhibit 99.1

PRESS RELEASE

INX Announces Results for 4th Quarter and Fiscal Year Ended December 31, 2006

Record annual revenues of $156 million, an increase of 45 %, with net income of $1.2 million compared to a net loss in 2005. 4t quarter
revenue increases 87 % to $45.8 million, with net income of $696,000 compared to a loss in the prior year period.

HOUSTON—(BUSINESS WIRE)—March 6, 2007—INX Inc. (Nasdaq: INXI) today announced financial results for its forth quarter ended
December 31, 2006.

In summary, for the quarter ended December 31, 2006 compared to the same period in the prior year:
e Total revenue increased 86.9% to $45.8 million from $24.5 million.

e Products revenue increased 95.9% to $39.8 million from $20.3 million, with gross profit on products increasing 96.4% to
$7.7 million, or 19.4% of products revenue compared to $3.9 million, or 19.3% of products revenue.

e Services revenue increased 43.1% to $6.0 million from $4.2 million, with gross profit on services revenue increasing 48.0% to
$1.6 million or 26.5% of services revenue compared to $1.1 million, or 25.7% of services revenue.

e Gross profit on total revenue increased 86.0% to $9.3 million, or 20.3% of total revenue compared to $5.0 million, or 20.4% of total
revenue.

¢ Operating income was $877,000 compared to a loss of $156,000.
¢ Income from continuing operations was $860,000 compared to a loss of $91,000.

¢ Net income was $696,000 compared to a net loss of $723,000. Net income in 2006 includes a net loss of $164,000 from discontinued
operations, compared to a net loss from discontinued operations of $632,000 in 2005.

e Diluted earnings per share from continuing operations was $0.11 compared to a loss of $0.02.
e Diluted earnings per share was $0.09 compared to a loss of $0.12.

For the year ended December 31, 2006 compared to the prior year:
e Total revenue increased 45.4% to $156.0 million from $107.3 million.

e Products revenue increased 43.1% to $135.3 million from $94.6 million, with gross profit on products increasing 69.2% to
$25.1 million, or 18.6% of products revenue compared to $14.9 million, or 15.7% of products revenue.

e Services revenue increased 62.3% to $20.7 million from $12.7 million, with gross profit on services revenue increasing 44.2% to
$5.4 million or 25.9% of services revenue compared to $3.7 million, or 29.2% of services revenue.

¢ Gross profit on total revenue increased 64.2% to $30.5 million, or 19.5% of total revenue compared to $18.6 million, or 17.3% of total
revenue.

e Operating income was $1.8 million compared to a loss of $4.2 million. The prior year period contained a one-time, non-cash charge of
$5.7 million.

e Income from continuing operations was $1.5 million compared to a loss of $4.9 million.

e Net income was $1.2 million compared to a loss of $7.9 million. The current period results include a net loss of $316,000 from
discontinued operations and the prior period results include a net loss from discontinued operations of $3.0 million.

¢ Diluted earnings per share from continuing operations was $0.21 compared to a loss of $0.86.
e Diluted earnings per share was $0.16 compared to a loss of $1.38.

Brian Fontana, INX’s Chief Financial Officer, commenting on the highlights of the Company’s results, stated, “Record total revenue during our
fourth quarter and year resulted from record products and services revenue, with solid growth in both categories for the quarter and the year.
Revenue growth was positively impacted by the acquisitions we completed in mid-2005 and early 2006, industry growth, an increase in our
average customer size, partially offset by an expected substantial decline in education sector business, which we deemphasized at the end of
2005. Our operating income margin percentage for the quarter, at 1.9% of revenue, remains well below the 4% to 7% level that we believe is
ultimately achievable, but showed improvement on a year-over-year basis. Operating income for the quarter improved to $877,000 compared to
aloss of $156,000 in the prior year due primarily to the substantial increase in revenue and gross profit. Other items in the fourth quarter,
which had a positive impact on operating income of approximately $297,000, included a change in estimate related to vendor incentives,
partially offset by performance-based bonus compensation adjustments. In addition, quarterly and annual results of continuing operations
comparison to the prior year period results were impacted because this was our first year to expense stock based compensation under FAS
123R, which resulted in an expense of $198,000 for the quarter and $462,000 for the year; as well as the absorption of expenses that had



previously been allocated to businesses that have now been sold in the approximate amounts of $225,000 for the quarter and $650,000 for the

29

year.

Commenting on the recent trends in the Company’s business and the Company’s accomplishments, Mark Hilz, INX’s President and Chief
Operating Officer, commented, “Our business momentum over the past several quarters solidifies our belief that the investments we have been
making in the business are beginning to pay off. Our NetSurant managed support services offering, which is the revenue component that
produces recurring services revenue, increased 162% in the fourth quarter compared to the prior year period and 172% for the year. The
number of customers serviced in 2006 increased 32% to over 1,500 individual customers, while average revenue per customer also increased in
2006.”

James Long, INX’s Chairman and CEO, stated, “2006 was an exciting year of change for INX; a record year by virtually any measurement,
and a year of substantial accomplishment. Fourth quarter results reflect strong general demand in the market, growth being generated from new
markets, market share gains in our more mature markets, and increasingly larger contract wins. We continue to believe that the increasing
complexity and importance of the enterprise network, which is rapidly becoming the primary technology platform for all forms of enterprise
communications, will drive increasing demand for the products and services we offer. Our recent and continuing expansion efforts are creating
a positive impact on our ability to take advantage of what we believe is a large and attractive long-term opportunity, and our business has good
momentum going into 2007. We are pleased to be able to announce another quarter of record revenue that again exceeded our expectations.”

OUTLOOK:

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

We continue to believe our efforts towards creating a national presence, along with both the increasing complexity and use of enterprise-class
IP communications systems will result in continued growth opportunities for INX over the next several years. One of our long-term goals
continues to be improving profitability at a faster rate than the growth of revenue in order to improve operating profit margin percentage. As we
have previously described, we decided to make strategic investments that increased operating costs near-term in order to better position INX to
take advantage of the long-term market opportunity we believe exists. We are beginning to realize a return on these investments, and we
believe we will continue to realize additional benefits going forward.

For the first quarter ending March 31, 2007, we expect total revenue in the range of approximately $43 million to $45 million, which represents
growth of 63% to 71% compared to revenue of $26.3 million for the prior year period.

We expect to show an improvement in profitability for our first quarter of 2007 compared to the prior year period, and we expect positive
earnings compared to the loss generated in the prior year period. However, because of continued investments in our business, we expect our net
operating margin percentage for the first quarter to continue to be below our target range of 4% to 7%.

On a longer-term basis, one of our primary financial goals is to improve our operating profit margin percentage. We believe this will result
primarily from an increasing mix of services revenues, improving gross margin on services revenue and improving financial performance of
our newer offices. In addition, we expect some degree of leverage of certain categories of our operating expenses to contribute to improving
operating profit margin going forward.

We also expect revenue growth for the full year. We base this expectation on our belief that the market and industry will grow in 2007; that we
will continue to gain market share; that the average size of our customers will continue to increase, and because of recent positive trends and
momentum in our business.



CONFERENCE CALL AND WEBCAST:

An investor conference call will be held by the Company today, March 6, 2007, starting at 4:30 p.m. Eastern Standard Time to discuss the
results and the Company’s outlook for the future, as well as provide an opportunity to answer investors’ questions in a public format. The call
is expected to last approximately 60 minutes.

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

To access the conference call within the U.S., dial 800-895-1715. For international/toll access, dial 785-424-1059. 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/Presentations/4Q06call 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 as well as a transcript of the prepared comments in PDF file format.

Beginning approximately one hour after the end of the conference call and ending on April 7, 2007, a replay of the conference call will be
accessible by calling either 800-839-2418 from within the U.S., or 402-220-7210 for international/toll access. The replay of the conference call
will also be available by the following morning, and until April 7th, 2007, for listening via the Internet from the Company’s web site at
www.INXI.com/Webcasts/Q406call.

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

¢ Market and economic conditions, including capital expenditures by enterprises for communications products and services.

¢ 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.



» 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.

e 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.
¢ The Company’s ability to finance its business operations.
e The Company’s ability to successfully market its new RouteStep Communications products.

¢ 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.

e The Company’s ability to grow its revenues in newly opened 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/A for 2005, as well as the soon-to-be-filed Form 10-K for 2006, which the Company makes available on its web site in
PDF format at www.inxi.com/Information/sec.asp.

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 March 6, 2007, 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) 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



INX INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue:

Products

Services

Total revenue
Cost of goods and services:

Products

Services

Total cost of goods and services
Gross profit
Selling, general and administrative expenses
Operating income (loss)
Interest expense
Other (income) expense, net
Income (loss) from continuing operations before income taxes
Income tax expense (benefit)
Net income (loss) from continuing operations
Loss from discontinued operations, net of taxes
Net income (loss)

Net income (loss) per share:

Basic:
Net income (loss) from continuing operations
Loss from discontinued operations, net of taxes

Net income (loss) per share
Diluted:

Net income (loss) from continuing operations
Loss from discontinued operations, net of taxes

Net income (loss) per share

Shares used in computing net income (loss) per share:
Basic

Diluted

(Unaudited)

Three Months Ended December 31,

2006

2005

(In thousands, except share and
per share amounts)

39,837
5,978

45,815

32,115
4,391

36,506

9,309

8,432

877
72

(55)

860

860

$

(164)

696

0.13
(0.02)

0.11

0.11
(0.02)

0.09

6,318,674
7,293,737

$

20,331
4,178

24,509

16,399
3,106

19,505

5,004

5,160

(156)

(I;)

(143)

(52)

On
(632)

(723)

(0.02)
(0.10)

0.12)

(0.02)
(0.10)

0.12)

5,706,323
5,706,323



INX INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share amounts)

Year Ended December 31,
2006 2005
(Unaudited)

Revenue:

Products $ 135,317 $ 94,570

Services 20,696 12,749

Total revenue 156,013 107,319
Cost of goods and services:

Products 110,185 79,715

Services 15,331 9,028

Total cost of goods and services 125,516 88,743
Gross profit 30,497 18,576
Selling, general and administrative expenses 28,710 22,759
Operating income (loss) 1,787 (4,183)
Interest expense 273 297
Other (income) expense, net 41) 61)
Income (loss) from continuing operations before income taxes 1,555 4,419)
Income tax expense 44 475
Income (loss) from continuing operations before minority interest 1,511 (4,894)
Minority interest — 23
Net income (loss) from continuing operations 1,511 4,917)
Loss from discontinued operations, net of taxes (316) (2,967)
Net income (loss) $ 1,195 $  (7,884)
Net income (loss) per share:
Basic:

Net income (loss) from continuing operations before minority interest $ 0.24 $ (0.86)

Minority interest — —

Loss from discontinued operations, net of taxes (0.05) (0.52)

Net income (loss) per share $ 0.19 $ (1.38)
Diluted:

Net income (loss) from continuing operations before minority interest $ 0.21 $ (0.86)

Minority interest — —

Loss from discontinued operations, net of taxes (0.05) (0.52)

Net income (loss) per share $ 0.16 $ (1.38)
Shares used in computing net income (loss) per share:

Basic 6,318,674 5,706,323

Diluted 7,293,737 5,706,323




INX INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and par value amounts)

ASSETS

Current Assets:

Cash and cash equivalents

Accounts receivable — trade, net of allowance of $299 and $161

Inventory

Other current assets

Current assets of discontinued operations

Total current assets

Property and equipment, net of accumulated depreciation of $2,414 and $2,344
Goodwill
Intangible assets, net of accumulated amortization of $1,264 and $1,007
Other assets
Noncurrent assets of discontinued operations
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Notes payable and current portion of long-term debt
Accounts payable
Accrued payroll and related costs
Accrued expenses
Other current liabilities
Current liabilities of discontinued operations
Total current liabilities
Other long-term liabilities
Long-term liabilities of discontinued operations
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, 6,603,070 and 5,975,626 issued
Additional paid-in capital
Retained deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

December 31,
2006 2005
(Unaudited)
$ 1,795 $ 2,597
42,424 24,903
1,157 79
2,067 881
19 2,564
47,462 31,024
3,854 2,050
10,891 7,121
283 372
— 21
30 1,057
$ 62,520 $41,645
$ 4,609 $ 2,707
28,798 13,825
3,362 2,216
1,676 1,480
1,260 468
125 2,936
39,830 23,632
306 —
— 7
66 60
30,598 27,546
(8,280) (9,600)
22,384 18,006
$ 62,520 $41,645
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INx Financial results for
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GAAP Reconciliation and
Forward-Looking Statements

GAAP Reconciliation

During this presentation references to financial measures of IMNX will include references to
nor-GAAR financial measures,  INX provides a reconciliation between GAAP and non-GAAP
financial information on its website at www INxI .com under the “Investors” tab, which may
be accessed directly at woww IINxI . com/non-gaap-recon.

Safe Harbor Statement

This presentation contains “forward-looking staterments” within the meaning of the Private
Securities Litigation Reform Act of 1995, including future operating results expectations.
Staternents associated with words such as "anticipate,” “believe,” "expect,” “hope,” “should,”
“target,” "will” or other similar words are forward-looking statements. These projections and
other forward-locking statements are only projections. Actual events, performance or results
may differ materially from those indicated due to numerous factors, many of which we have
little or no confrol over, and some of which we may not be successiul in addressing.
Mumerous of these factors are set forth in our 2005 annual report on Form 10-K/A, and soon-
to-be-filed Form 10-K for 2006, which we urge vou to read.

Al financial results shown are for continuing operations unless otherwise noted

QINK



Financial Results



Fourth Quarter Results

(Dollars in thousands)

" 2006 Growth 2005
Revenue:
Froducts $ 39,837 87.0% 095.9%  $20,331 23 0%
Services 5,978 13.0% 43 1% 4178 17.0%
Total revenue 45,815 100.0% 26.9% 24 500  100.0%
Gross profit:
Product 7722 19.4% 3,932 19.3%
Services 1,587 26.5% 1,072 25 7%
Total gross profit 9,309 20.3% 26.0% 5,004 20 4%
SGAL expenses 8,432 18.4% 5,160 21 1%
Operating income 877 1.9% (1567  -0.6%
Interest (expense) and other income (17 0.0% 13 0.1%
Fre-tax net income 860 1.9% (143} -0.5%
Income tax benefit - 0.0% (52) 0.2%
Discontinued operations {164 ) -0.4% (632) -2 E%
Met income $ 696 1.5% $ (723 -29%
Mote, Percentages for each vear are percentages of total revenue except for products
and services gross profit, which are percentages of their respective revenue categories
“IN}(



Fiscal Year End Results

(Dollars in thousands)

i 2006 Growth 2005 *
Fevenue:
Froduct $ 1352317 86 7% 43 1% $ 94570 88.1%
Services 20 696 13.3% B2 3% 12,749 11.9%
Total revenue 156,013 100.0% 45 4% 107,319 100.0%
ross profit
Froduct 25132 18 6% 14,855 15.7%
Services 5365 25 9% 3727 29272%
Total gross profit 20497 19 5% 826 0% 18576 17.3%
SEEA eXpenses 28,710 18 4% 17 030 15.9%
Operating income 1,787 11% 1,546 14%
Interest (expense) and other income (232) -0.1% (236) -0.2%
Fre-tax netincome 1555 1.0% 1,210 1.2%
Income tax 44 0.0% 475 0.4%
Discontinued ops and minority interest (316) -0.2% (2,990) -2.8%
Met income 1,195 0.8% § (2,155) -2 0%

MNote: Percentages for each vear are percentages of total revenue except for products
and services gross profit, which are percentages of their respective revenue categories

# 2005 results exclude one-time non-cash charge of $5.7 million cmx



Balance Sheet Data

(Dollars in thousands) December 31,
2006 2005
ASSETS:

Cash and cash equivalants $ 17395 ¢ 2597
Accounts receivable, net 42 424 24 903
| ventory 1157 79
Cther current assets 2067 551
_urrent assets of discontinued operations 19 2 564
FPEE, net 3,854 2050
Goodwill and intangible assets, net 11,174 7514
Moncurrent assets of discontinued operations 20 1,057

Total assets $ 62520 ¢ 41645

LIABILITIES & STOCKHOLDERS' EQUITY:

Short term debt £ 48609 § 2707
Accounts payable 28,798 13,825
Accrued expenses 5,038 3,696
Cther current liabilities 1,260 468
i_urrent iabilites of discontinued operations 1245 2936
Long term debt and LT liakilites of disco. ops 206 7

Total liabilities 40,136 23,639
Stockholders' equity 22384 18 006

Total lisbilities and stockholders' equity F 62520 § 41845




Market & Industry



2006 Accomplishments

= Substantial revenue growth in spite of reduction in education business
= Eliminated holding company structure + name change + move to Nasdaq

= Entered Southern California market with acquisition in Q1 and started up
operations in several additional markets throughout the year

= Sale of Stratasoft subsidiary in Q1

= Sale of Valerent subsidiary Q4

= Established INX as a “national” participant in the industry

# Laid foundation to improve efficiency and operating profit margin

= NetSurant managed service offering evolved into an important business
and we made significant investments in the offering in 2006

QINK



Anticipated Market Evolution Continues

» In 2006 Cisco became the clear leader in enterprise phone systems

» Enterprises realizing that the IP network is rapidly becoming the
platform for all forms of communications

» Increasing popularity of all IP based communications including storage
moving to the IP network as a resource

» Increasing desire to improve security to protect the network and all
information on the network

» Increasing realization by enterprises of the need for 24x7 remote
monitoring to support the increasingly critical IP network infrastructure

» Increasing applications and complexity of the network increasing the
reliance upon and importance of a focused solution provider.



Cisco Upbeat About Growth

» "..the market transitions we anticipated are converging
today...as more and more communications and IT
capabilities are moving into the network™

»  "..the network is becoming the platform for all forms of
communications and IT"

» Recent quarterly Cisco announcement showed:

Routing growth of 18% y/y

Switching growth of 13% y/y

IP communications growth of 38% v fy
Storage growth of over 45% y/fy
Wireless growth in mid-20s y/y
Security growth in mid-teens y/y

Source: Recent Cisco conference call clhlx



Mass Adoption Phase Just Beginning

A 2006 survey of North American enterprises demonstrates
we are still at an early stage of market maturity:

» 78% planned to migrate to IP Telephony technology
v Less than 14% were “fully deployed”
» Only 62% are expected to be fully deployed by 2011

FORRESTER: Source: Forrester’s Business Technographics March 2006
MNorth American and European Enterprise Network and

Telecommunications Survey



Industry Poised For Years of Growth

The network is becoming central to all enterprise
communications

= Enterprise conversion to YOIP is beginning to set the
stage for the next wave of innovation

= Microsoft entering market Q3 2007 - will strengthen
market momentum and increase the importance of a
solutions provider / integrator to enterprise customers

= New and creative applications enter the market with
integrated data and voice

= Video slowly becomes an integral part of Enterprise
communications

= Enterprise Communications Solutions add more
functionality and flexibility but also add more complexity



Outlook



Outlook

» We currently expect revenue in the range of $43-$45 million for our 1%t
quarter ending March 31, 2007 — a y/fo/y increase of 63% to 71%

r  We expect revenue to continue to grow in 2007
»  We expect further revenue growth in 2007 after the 15t quarter

» We continue to maintain our expectation that gross margin for our service
revenue will improve to the range of 30%-35%. We expect gross margin
on service revenue to trend upward during 2007, and it is our goal to
reach the lower end of our target range by approximately the end of 2007

» We continue to maintain a target for operating income margin in the range
of 4% to 7%, and we are actively pursuing a strategy to reach at least the
lower end of that target range by approximately the end of 2007

QINK



The Basis For Our Expectations

= We believe revenue will continue to grow:

* Positive market conditions and industry growth

We expect to continue to gain market share

Increasing average size of customers

We have made investments to drive continued growth

Recent positive trends and momentum in our business

= We believe operating profit margin percentage will improve:
e We expect services gross margin percentage to improve
= We anticipate leverage on certain operating expenses

= Recent steps for controlling costs and improving efficiencies



Revenue Growth Outlook -
Recent Trends Supports Expectation

= 53% 3-year compound annual growth rate
= 45% growth for 2006
= Expecting current 1Q07 revenue to increase 63%-71% y/ofy.

=  Two important factors must be considered when attempting
to predict future revenue growth by analyzing recent results:

= Impact of acquisitions on 2006 growth

= De-emphasis of education sector business

Dollars in millions
cIN){



2005 Acquisitions Performed Well
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e During 2005 we acquired two
businesses — Network Architechs
and InfoGroup Northwest

Following the acquisitions we
invested for growth, including
expanding the acquired
operations to neighboring markets

e 57% growth for 2006 compared to
pro-forma 2005 revenue levels

$0 .
2005 2006

# Dollars in millions, “Pre-acquisition revenue” reflects
estimated revenLe for the acquired operations for the
period in 2005 prior to the acquisition in order to
provide a meaningful year-over-year comparison.

[0 Post-acquisition revenue

O Estimated pre-acquisition revenue

QINK



Planned Decrease In Education Business
Masked Strength in Business in 2006

2006 Percent Of Total Revenue
Customer Type Growth 2005 2006
Commercial 87% 46% 61%
State and local government 132% 12% 20%
Federal government 141% 8% 13%
Education -73% 34% 6%

e Total revenue grew 45% in 2006, but growth of all customer categories
other than the education sector grew at much higher rates

e Total non-education business grew 101% in 2006

* Based on net customer billings N



“Mature” Markets Growth in 2006 -
Solid Growth Excluding Education Sector

2006 Percent Of Total Revenue
Customer Type Growth 2005 2006
Commercial 49% 43% 59%
State and local government 75% 10% 17%
Federal government 155% 8% 18%
Education -84% 39% 6%

e Revenue grew only 6% for our “mature” markets (Texas and
Federal) — with education business declining 84% in 2006

= However, business with all categories of customers other than
education posted solid growth in 2006 for our mature markets

e Total non-education business for our mature markets grew 64%

* Based on net customer billings N



Average Size Of Customers
Increased in 2006

#  Number of individual customers

1,800
1,600 1,525 serviced grew 32% to 1,525 in 2006
1,400 e Average revenue per customer grew
1,500 1,151 by 9.7% from $93,000 in 2005 to
$102,000 in 2006
1,000 -
800 - e |ncreasing average customer size is
a factor to our ability to continue to
000 1 grow at above industry growth rates
400 -
500 | e As we become more of a “national”
organization we believe our ability to
0 - win larger-sized customers will be

2005 2006
enhanced

cINK



Goal Of Improving Profit Operating Margin

FY-04 FY-05 FY-06 H1-06 2H-06 Tarqet

(Gross margin:

Product sales 16.6% 15.7% 18.6% 194% 18.0% 15-19%
Services 33.4% 292% 259% 24.2% 27.3% 30-35%
Total gross margin 18.1% 17.3% 195% 201% 19.2% 19-21%
Operating expenses 15.8% 159% 184% 201% 17.4% 14-15%
Operating margin 23% 14% 11% -0.1% 1.8% 4-T%

Operating profit margin improvement expected to come from a
combination of improving gross margin on services revenue
and operating expense leverage/control

# 2005 results exclude one-time non-cash charge of $5.7 million P



Staffing — We Have Invested For Growth

21-Month Period 2006
3/31/05 12/31/06 %o Incr. Increase

Engineering 35 121 246 % 44%
Sales 28 77 175% 35%
Operations 14 30 114% 43%
Branch office administration 10 26 160% 13%
Corporate administration 18 18 0% 6%
Totals 105 272 159% 35%

e Substantial increases in engineering and sales staffing to drive revenue growth

e Branch office administration staff increases directly related to 3x growth in

number of branch offices

. QOperations staff increases required to support increased number of branch

offices and acquisition integration

QINK



NetSurant Managed Support Services
Recurring Service Revenue
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¢ NetSurant revenue, while still a small portion of our total revenue, grew by more than
270% in 2006 and confributed to improving mix of service revenue

¥ Gross margin % declined early in 2006 because we ramped cost in conjunction with
expanding the NOC; improved later in the year and we expect further improvement

¢ Backlog of future recurring services revenues grew over 160% to $13 million in 2006

¢ Momentum is continuing: Q4 contract signings included 9 new contracts totaling
©£444,000 and 6 contract renewals totaling $306,000

f; NetSurant clhl]{



Operating Expenses / Sales %

7.5040 | Corporate Costs _| Branch Costs Sales Compensation
F.0040
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* We have successfully leveraged “corporate” costs such as accounting, MIS,
centralized operations and administration — expect trend to continue

* Branch costs increased in 2006 due to acquisitions and opening of startup
locations in new markets - expect improvement in 2007

» Sales compensation increased as we significantly increased sales staff and
paid higher commissions on NetSurant business during its start-up phase -
expect improvement in 2007 clhlx



Highlights

e 4% quarter and year exceeded our
expectations, driven by market growth,
geographic expansion and market share gains

= Expect 1Q07 revenue to be up 63%-71%
y/ofy for revenue of $43-$45 million

e We expect continued revenue growth after Q1
e We expect service gross margin to improve
e We expect operating expense leverage

e We expect to achieve the lower end of our
target range of 4%-7% operating income
level by approximately the end of 2007

2003 2004 2005 2006



