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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

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

Date of Report: (Date of earliest event reported): March 21, 2005 (March 18, 2005)

I-Sector Corporation
(Exact name of registrant as specified in its charter)

6401 Southwest Freeway
Houston, Texas 77074

(Address of Registrant’s principal executive offices)

(713) 795-2000
(Registrant’s telephone number, including area code)

(Not Applicable)
(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 (see General Instruction A.2 below):

Delaware
(State of Incorporation)

1-31949
(Commission File Number)

76-0515249
(IRS Employer Identification No.)

� Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

� Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

� Pre-commencement communications pursuant to Rule 14-d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

� Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.14d-4(c))
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Item 2.02 Results of Operations and Financial Condition

On March 21, 2005, I-Sector Corporation (the “Company”) issued a press release announcing its financial results for the year and quarter
ended December 31, 2004. A copy of the Company’s press release is attached hereto as Exhibit 99.1 and is incorporated herein by reference.

The Company is holding a conference call on March 21, 2005 at 8:00 a.m. Eastern time to discuss its financial results for the year and
quarter ended December 31, 2004. Details of the conference call, including phone numbers to call to participate in the conference call, and the
Internet URL to access to view the related webcast, is contained in the attached press release. A copy of the visual presentation that will be
used for the conference is attached hereto as Exhibit 99.2.

Item 9.01 Financial Statements and Exhibits

(c) Exhibits

Exhibit No. Description
99.1 Press Release dated March 21, 2005

99.2 I-Sector Corp. 4Q04 and 2004 earnings release webcast presentation
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SIGNATURE

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 21, 2005

I-SECTOR CORPORATION

/s/ Brian Fontana
Brian Fontana
Vice President and Chief Financial Officer
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EXHIBIT INDEX

Exhibit No. Description
99.1 Press Release dated March 21, 2005

99.2 Q404 and 2004 results webcast presentation
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Exhibit 99.1

PRESS RELEASE

(For release on Monday, March 21, 2004 at 6:00 a.m. Eastern Time)

I-Sector Reports Fourth Quarter and Year End 2004 Results

HOUSTON—(BUSINESS WIRE)—March 21, 2005—I-Sector Corporation (AMEX:ISR; “I-Sector” or the “Company”) today announced
results for its fourth quarter and year ended December 31, 2004.

FINANCIAL RESULTS HIGHLIGHTS:

Three months ended December 31, 2004, compared to the same period in the previous year:

Year ended December 31, 2004, compared to the prior year:

Commenting on the quarterly and year end results, James H. Long, Chairman & Chief Executive Officer, stated, “We are pleased with the
outstanding results for our fourth quarter and the year. We posted double digit revenue growth as well as improved gross margins from all three
of our revenue sources as well as from all three of our business segments for the fourth quarter. The fourth quarter was our fourth consecutive
quarter of profitability. The investments we have made in building a leading IP telephony solutions provider, with the technical competency to
help enterprise customers transition to IP telephony

• Revenue increased 59.6% to $24.3 million from $15.2 million.

• Gross margin was 24.7% from 19.3%.

• Gross profit increased 105% to $6.0 million from $2.9 million.

• Operating income/loss improved $1.5 million to income of $945,000 from a loss of $570,000.

• Net income/loss improved $1.1 million to a net profit of $822,000 from a net loss of $299,000.

• Diluted earnings per share improved $0.23 to a profit of $0.15 from a loss of $0.08.

• Revenue sources:

o Product sales revenue increased 66.7% to $18.6 million from $11.2 million and gross margin increased to 18.3% from 11.6%.

o Services revenue increased 39.7% to $3.5 million from $2.5 million, and gross margin increased to 40.7% from 39.1%.

o Custom project/Stratasoft software revenue increased 40.9% to $2.2 million from $1.5 million, and gross margin increased to
54.7% from 42.6%.

• Revenue increased 49.7% to $93.1 million compared to $62.2 million.

• Gross margin was 21.4% compared to 20.5%

• Gross profit increased 56.8% to $20.0 million from $12.7 million.

• Operating income/loss improved $4.0 million to income of $1.7 million from a loss of $2.3 million.

• Net income/loss improved $3.3 million to a net profit of $1.5 million from a net loss of $1.8 million.

• Diluted earnings per share improved $0.81 to a profit of $0.31 from a loss of $0.50 per share.

• Revenue sources:

o Product sales revenue increased 55.0% to $72.7 million from $46.9 million and gross margin percentage increased to 15.1% from
12.5%.

o Services revenue increased 47.4% to $11.4 million from $7.7 million and gross margin increased to 36.2% from 30.3%.

o Custom project/Stratasoft software revenue increased 19.5% to $9.0 million from $7.5 million and gross margin decreased to
53.9% from 60.4%.
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technology, continue to pay off for us as the adoption of IP telephony technology by enterprise organizations continues. Our fourth quarter
gross profit benefited from strong revenue growth together with improvement in gross margin. The growth in gross profit coupled with our
control of operating expenses resulted in a record level of operating profitability for the fourth quarter and for the year. Gross profit margin for
the quarter and the year reflects the accrual of the vendor incentives at December 31, 2004 that have historically not been determinable until
paid, and these vendor incentives are typically been paid semiannually. Our service gross margins continued the trend of improvement in the
fourth quarter, which was due to increased utilization of our engineering resources and increased revenues relative to some relatively fixed
costs, and this, combined with substantial service revenue growth, contributed to the record level of profitability in the fourth quarter. I am very
pleased to be able to announce our significant accomplishments during 2004, as well as outstanding results for the quarter and the year, and I
want to take this opportunity to thank all of our team members for their part in our continued success.”

ADDITIONAL 2004 HIGHLIGHTS:

Below are some of the highlights of 2004 accomplishments:

BALANCE SHEET AND PAST DUE DISD ACCOUNTS RECEIVABLES

Accounts receivable was abnormally high at December 31, 2004 due to past due amounts related to the Dallas Independent School District
(“DISD”) project that was experiencing payment delays by the Schools and Libraries Division (the “SLD”) of the Universal Services
Administration Company, a Federal organization under the Federal Communications Commission that administers the E-Rate program, a
program that partially funds network and connectivity technology infrastructure for schools. As of December 31, 2005, $11.5 million of past
due amounts related to the DISD project were outstanding, which increased total accounts receivables by such amount, and which resulted in
reduced cash and increased short term debt. At December 31, 2004 we had outstanding interest-bearing debt of $8.1 million related to such past
due accounts receivables. Since December 31, 2004 the SLD has paid a significant portion of these past due DISD-related accounts receivable
and we have since moved forward with the DISD project, which we had put on hold in November 2004 pending resolution of past due accounts
receivables. As of March 18, 2005, the SLD had paid $7.9 million of the amounts that were past due at December 31, 2004.

NEW OUTLOOK FORMAT

In the future, the Company will only provide guidance for a range of revenue for the current quarter, together with comments on the future with
a longer-term view. However, because we previously provided net profit guidance for the first quarter of 2005 we will update such guidance at
this time.

Brian Fontana, the Company’s Chief Financial Officer, commented, “After careful consideration, we came to the conclusion that our previous
policy of providing a forecast for both revenue and profitability for the two near-term quarters results in no benefit to the Company and causes
investors to focus on our ability to predict the short-term future rather than on our fundamental intermediate- to long-term performance. It is
our belief that focusing our efforts on producing results, with a multi-year-view bias with respect to creating stockholder value, rather than
trying to forecast the short-term future, is in the best interest of the Company and it stockholders. Each quarter, we plan to comment on our
general views on the industry, our

• Completed an equity offering in May.

• Opened an additional branch office in San Antonio, Texas in July.

• Significantly ramped up our new InterNetwork Experts federal government business, which posted a significant revenue increase over
2003.

• Laid the foundation for supporting our IP telephony customers through our Netsurant post-sale remote managed service offering.

• Introduced several new proprietary hardware products in our INX business unit.

• Introduced new proprietary software products in our Stratasoft business unit to capitalize on the adoption of IP telephony and VoIP by
enterprise customers.

• Significantly increased the borrowing capacity under our credit facility.

• Made substantial progress toward building a pipeline of potential acquisitions to enable geographic expansion in 2005 and beyond.
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view of our position within the industry and our most important goals and targets. We will also provide limited comments on our goals and
expectations for revenue growth and gross margins, expense structure, and certain other macro level attributes pertinent to our expected future
financial performance.”

OUTLOOK:

The statements made in this Outlook section are made by the Company and are based on current expectations. These statements are forward-
looking, and actual results may differ materially. Readers are cautioned to consider this fact and to pay particular attention to the statements
made in the Safe Harbor Statement below. There are numerous risk factors that could negatively impact actual results. We base our outlook for
the future on input received from our customers, sales staff and vendor partner input, our current view of market conditions, our internal goals
for financial performance, our anticipated sales and marketing efforts, our anticipated vendor pricing for products that we resell to our
customers, anticipated vendor incentive programs and our anticipated expense structure, some or all of which are impossible to predict with
certainty.

Our plans and goals include:

With respect to the Company’s outlook for the upcoming twelve months, we expect revenue from our existing branch offices to continue to
grow, but at slower rates than we have achieved over the past several years, because we have achieved significant market share in our existing
markets. We believe revenue growth expectations of greater than approximately 20% from our existing offices in Texas over the upcoming
twelve months would be optimistic. We expect our margins on product sales to remain relatively flat compared to 2004, but we expect these
margins to fluctuate as much as a couple of percentage points on a quarter-to-quarter basis. We expect slight improvement in service margins
due to our expectation of continued growth of Netsurant support contract revenues with a relatively fixed cost of sales component to such
revenues. We expect to continue to incur approximately 23%-25% of period gross profit as sales commission expense since all of our business
units pay variable sales commissions based on production. We expect to continue to achieve some level of leverage on certain of our fixed
operating expenses, including rent, utilities, administration salaries and certain other operating expense categories. However, some of our
operating expenses are expected to rise in 2005 as compared to 2004, including management salaries related to hiring a Chief Financial Officer
at the beginning of 2005, and the rising cost of complying with Sarbanes-Oxley requirements, which we anticipate will add approximately
$250,000 to $400,000 to operating expenses for 2005 as compared to 2004. We have a goal of improving net profitability at a faster rate than
the growth of revenue over the next twelve months, although there is no assurance that we will be successful. In order to achieve this goal, we
must ensure that the combined effect of improving our gross margin percentage on sales, together with leverage achieved on certain of our

• Continuing to produce revenue growth from our existing offices in our current geographic markets in Texas. We expect that our growth
rate will slow for these existing offices because we have garnered a significant market share in the Texas market.

• Continue to grow our Federal business unit, which is less mature than our Texas market business, since it was started in mid-2004.

• Produce revenue growth from geographic expansion, both through the opening of new branch offices as well as through acquisitions of
complementary businesses in new markets.

• Increase revenue from our higher gross margin, proprietary Stratasoft software products by expanding the number and type of products
we offer, and marketing these products to a broader spectrum of customers, including enterprise organizations that acquire Cisco-based
IP telephony solutions from our InterNetwork Experts business unit.

• Continue to expand our services offerings, and increase our services gross margin percentage, through continued marketing of our
Netsurant branded post-sale support contracts for IP communications customers, as well as through continued growth of design and
implementation revenues associated with product sales.

• Control our operating expenses so that we achieve leverage of certain of our operating expenses relative to the growth of revenue and
gross profit, in order to continue to improve our net operating profit margin.
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operating expenses, outweighs the growth of the other operating expense categories that are expected to increase significantly over the next
twelve months, including for instance, the cost of Sarbanes-Oxley compliance.

With respect to the balance sheet, our largest non-cash asset has historically been accounts receivable, and payment delays due to
administrative issues at the SLD have recently caused accounts receivables to be higher than normal, relative to revenue levels. While we have
been informed that the SLD is making progress catching up on their administrative bill paying backlog, we anticipate we will continue to
experience payment delays on most SLD-related accounts receivables in the near-term, and we expect that this will cause our accounts
receivable to be higher than our expected and historical levels of approximately 50 to 60 days sales outstanding, for at least the next several
quarters.

As announced earlier this morning, on March 18, 2005, stockholders approved the exchange of the minority interest and the assumption of
stock options in our InterNetwork Experts subsidiary (the “Exchange”), which is more fully described in the definitive proxy statement filed
with the Securities and Exchange Commission on February 14, 2005. We expect to record a one-time, non-cash charge to earnings of
approximately $5.7 million in the first quarter ending March 31, 2005 related to the Exchange. We expect that this one-time, non-cash charge
will not impact assets or liabilities. This non-cash charge is the result of the remeasurement of InterNetwork Experts stock options that were
assumed by the Company in the Exchange, and which are now exercisable to acquire shares of I-Sector common stock. In addition, we expect
to recognize other expenses of approximately $175,000 that are directly related to the Exchange, which includes legal and accounting fees, the
costs of printing and mailing the proxy statement for the stockholder vote and American Stock Exchange listing fees.

Our current expectation for our operations for our first quarter ending March 31, 2005 is for revenue of approximately $23 to $25 million,
which represents revenue growth of approximately 60% to 75% compared to the corresponding prior year period revenue of $14.3 million.
Excluding the above-described one-time, non-cash charge and related expenses, we currently expect net income in the range of approximately
$100,000 to $400,000 for our first quarter, which compares to net income of $39,000 for the corresponding prior year period. This is
approximately in line with our previous guidance for the first quarter, adjusted for the impact of having accrued a significant vendor incentive
at December 31, 2004. Historically, this vendor incentive had not been determinable until paid, which has been semiannually in the past. Our
previous guidance for the first quarter included six months of estimated vendor incentive and our updated guidance includes an estimated three
months of estimated vendor incentive because we now anticipate that we will recognize such vendor incentive quarterly, rather than
semiannually, so long as such vendor incentive is determinable on a quarterly basis.

We expect the number of shares used in computing diluted earnings per share to increase by approximately 1.16 million shares to
approximately 6.72 million shares because of the additional shares and options related to the Exchange. However, we expect the average shares
used to calculate earnings per share for the first quarter to be only approximately 5.6 million since the Exchange occurred late in the quarter,
and therefore we expect earnings per share, excluding the one-time, non-cash charge and related expenses, based on 5.6 million shares and net
profit of $100,000 to $400,000, to be in the range of $0.02 to $0.07 for the first quarter ending March 31, 2005. This compares to net income of
$0.01 per share for the corresponding prior year period. Including the expected one-time, non-cash charge of approximately $5.7 million and
related expenses of approximately $175,000, we expect earnings per share to be a loss of approximately $0.98 to $1.03 per share for the first
quarter.

The forecasts set forth above are for the current organization and do not include the effect of any future acquisitions. We anticipate making
selective acquisitions during the next twelve months, and beyond, however, there can be no assurance that any acquisitions will be
consummated.

CONFERENCE CALL:

An investor conference call and webcast will be held by the Company starting at 8:00 a.m. Eastern Time to present the results and updated
outlook as well as provide an opportunity to answer investors’ questions in a public format. The conference call is expected to last
approximately 45 minutes, and will be limited to a maximum duration of 60 minutes.
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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 present information and answer investors’ questions.

Investors will be able to listen to and participate in the conference call by calling into the conference call, and will be able to view a related
slide presentation via simultaneous webcast.

Internet access to the webcast will be at www.I-Sector.com/4Q04call, then click on “Attend Private Event/Call” and use access code x9769503.

To access the conference call within the U.S., dial (800) 895-3606. For international/toll access, dial (785) 424-1065.

The conference call and webcast will begin promptly at 8:00 a.m. Eastern Time. Investors wishing to participate should visit the webcast site
and call into the conference call telephone number at least 10 minutes prior to that time.

Beginning approximately one hour after the end of the conference call, the webcast, including audio, will be available at the above Internet
URL. Alternatively, a replay of only the audio portion of the conference call will be accessible by calling either (877) 693-4281 or (402) 220-
1602. The archived webcast and the audio replay will be made available at least until the Company’s next financial results conference call.

SAFE HARBOR STATEMENT:

The statements contained in this document and during the related conference call that are not statements of historical fact (including in
particular the statements made in the Outlook section and Mr. Long’s quotes above) 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 and involve a number of risks and
uncertainties. The actual results of the future events described in the forward-looking statements in this document 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 communications products and services

• Whether anticipated contracts from which we expect revenues, if any, in fact produce revenues, and whether that revenue, if any, is
recognized in the quarters in which we expect it

• The estimated needs of customers as conveyed to the Company and the nature and volume of products and services anticipated to be
delivered

• 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 attract and retain key management, sales and technical staff

• Risks associated with entry into new markets

• 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.

• Broad market acceptance of IP telephony in general and Cisco-centric products and technology in particular

• The Company’s ability to finance continued growth

• Unexpected losses related to customer credit risk
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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. 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 I-SECTOR CORPORATION:

I-Sector Corporation, headquartered in Houston, Texas (AMEX:ISR - News), is engaged in the area of providing information and
communications technology, with a particular focus on Cisco-centric IP Communications solutions. Additional information about I-Sector is
available on the Internet at www.I-Sector.com.

• Catastrophic events

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

• 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 for the year 2003, as well as in the Form 10-K for 2004, which the Company currently plans to file on or
before March 31, 2005, both of which will be available on the Company’s web site at www.I-Sector.com/Information/sec.asp
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I-SECTOR CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and par value amounts)

December 31,
2003 2004

ASSETS
Current Assets:

Cash and cash equivalents $ 2,172 $ 4,773
Accounts receivable – trade, net of allowance of $612 and $1,274 9,757 28,236
Accounts receivable – affiliates 16 20
Accounts receivable – other 29 21
Notes receivable, net of allowance of $373 and $872 676 1,231
Inventory 1,038 1,778
Cost and estimated earnings in excess of billings 1,452 1,663
Other current assets 943 310

Total current assets 16,083 38,032

Property and equipment, net of accumulated depreciation of $1,887 and $2,397 1,271 1,787
Notes receivable, net of allowance of $250 and $250 252 207
Patent license rights, net of accumulated amortization of $265 and $375 849 739
Other intangible assets, net of accumulated amortization of $335 and $630 317 374
Deferred offering costs 435 —

Total Assets $ 19,207 $ 41,139

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current Liabilities:

Notes payable and current portion of long-term debt $ 1,784 $ 8,220
Accounts payable 6,524 10,675
Billings in excess of cost and estimated earnings 262 63
Accrued expenses 2,676 4,171
Net liabilities related to discontinued operations 557 625
Deferred revenue 556 1,135

Total current liabilities 12,359 24,889

Long-term debt 229 122

Minority interest — 279

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, 4,762,809 and 5,201,354 issued 48 52
Additional paid in capital 10,853 17,350
Additional paid in capital – other 337 163
Treasury stock, at cost 811,800 and 0 shares (1,373) —
Retained deficit (3,246) (1,716)

Total stockholders’ equity 6,619 15,849
Total Liabilities and Stockholders’ Equity $ 19,207 $ 41,139
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I-SECTOR CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except share and per share amounts)

Year Ended December 31,
2002 2003 2004

Revenue:
Products $ 29,805 $ 46,900 $ 72,680
Services 5,647 7,725 11,393
Custom projects 6,569 7,527 8,996
Total revenue 42,021 62,152 93,069

Cost of goods and services:
Products 26,437 41,060 61,694
Services 4,395 5,383 7,273
Custom projects 2,920 2,982 4,150
Total cost of goods and services 33,752 49,425 73,117

Gross profit 8,269 12,727 19,952

Selling, general and administrative expenses 10,625 15,061 18,254

Operating income (loss) (2,356) (2,334) 1,698
Interest and other income (expense), net 115 107 (108)
Income (loss) from continuing operations before income tax benefit (2,241) (2,227) 1,590
Income tax benefit 1,595 181 19
Net income (loss) from continuing operations before minority interest (646) (2,046) 1,609
Minority interest — — (117)
Net income (loss) from continuing operations (646) (2,046) 1,492
Gain on disposal of discontinued operations, net of taxes 262 210 38
Net income (loss) $ (384) $ (1,836) $ 1,530

Net income (loss) per share
Basic:
Net income (loss) from continuing operations before minority interest $ (0.17) $ (0.55) $ 0.35
Minority interest — — (0.03)
Gain on disposal of discontinued operations, net of taxes 0.07 0.06 0.01
Net income (loss) per share $ (0.10) $ (0.49) $ 0.33

Diluted:
Net income (loss) from continuing operations before minority interest $ (0.17) $ (0.56) $ 0.32
Minority interest — — (0.02)
Gain on disposal of discontinued operations, net of taxes 0.07 0.06 0.01
Net income (loss) per share $ (0.10) $ (0.50) $ 0.31

Shares used in computing net income (loss) per share:
Basic 3,709,689 3,691,052 4,569,507

Diluted 3,709,689 3,691,052 5,004,393
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I-SECTOR CORPORATION AND SUBSIDIARIES
SEGMENT INFORMATION

(In thousands, except share and per share amounts)

Quarter Ended Year Ended
December 31, December 31

2003 2004 2003 2004
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Revenue:
INX $ 12,456 $ 20,278 $ 49,975 $ 77,926
Stratasoft 1,532 2,159 7,527 8,996
Valerent 1,296 1,990 5,076 6,942
Eliminations (63) (132) (426) (795)

Total 15,221 24,295 62,152 93,069
Gross Profit

INX 1,936 4,199 6,939 12,941
Stratasoft 653 1,180 4,545 4,846
Valerent 342 629 1,243 2,165
Eliminations 1 — — —

Total 2,932 6,008 12,727 19,952
Selling, general and administrative expenses

INX 1,526 2,761 6,045 10,295
Stratasoft 1,194 1,530 5,888 5,100
Valerent 412 488 1,963 1,886
Corporate 369 284 1,165 973
Eliminations (1) — — —

Total 3,502 5,063 15,061 18,254
Operating Income

INX 410 1,438 894 2,646
Stratasoft (541) (350) (1,343) (254)
Valerent (70) 141 (720) 279
Corporate (369) (284) (1,165) (973)

Total (570) 945 (2,334) 1,698

Interest and other income, net 12 (118) 107 (108)
Income (loss) from continuing operations before benefit for income taxes (558) 827 (2.227) 1,590
Benefit for income taxes 88 19 181 19
Net income (loss) before minority interest (470) 846 (2,046) 1,609
Minority Interest — (61) — (117)
Gain on disposal of discontinued operations, net of taxes 171 37 210 38

Net income (loss) $ (299) $ 822 $ (1,836) $ 1,530

Net income (loss) per share:
Basic:

Net income (loss) from continuing operations $ (0.12) $ 0.16 $ (0.55) $ 0.35
Minority interest — (0.01) — (0.03)
Gain on disposal of discontinued operations, net of taxes 0.04 0.01 0.06 0.01

Net income (loss) per share $ (0.08) $ 0.16 $ (0.49) $ 0.33

Diluted:
Net income (loss) from continuing operations $ (0.12) $ 0.15 $ (0.56) $ 0.32
Minority interest — (0.01) — (0.02)
Gain on disposal of discontinued operations, net of taxes 0.04 0.01 0.06 0.01

Net income (loss) per share $ (0.08) $ 0.15 $ (0.50) $ 0.31
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CONTACT:

I-Sector Corporation
James H. Long, Chairman & CEO, 713-795-2000

or

PR Financial Marketing LLC
Jim Blackman, 713-256-0369
jimblackman@prfinancialmarketing.com
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Exhibit 99.2

I -Sector Corp oration AME X: IS RWelcom et o the I -Sector f ourth q uar ter and year en ded December 31, 2004 f inancial results and outlo ok conference call and webcas t The call wil l begin pr omptly at 8 :00 a.m. E aster n time on Monday, March 21, 2005 J im Lo ng - Chair man & CE O Mar k Hilz - Pres ident & COO Bri an Fontana - ViceP res ident & CFO F or th eaudi o port ion of t he call , an d to parti ci pate in Q&A, dial (800) 895- 3606 or ( 785) 424-1065.
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Safe Harbor Statement This presentation cont ai ns"fo rward - looking s tatements" within th em eani ng of th eP rivate S ecur ities Lit igation Refor m Act of 1995. St at em en tsasso ci at ed with word ssuch as"anticipate," "believe," "expect," "hope," "should, ""will" or other s imil ar words are f orward -looking s tatements . Actual events , perf ormance or r esul tsm ay diff er materiall y fr om those indicated due to nu merous factor s, m any of which we have lit tle or no co ntrol o ver , and some of whi ch wem ay not be success ful in add ress ing. Nu merous of t hese factor sar e set f orth i n our f inancial results press r elease issu ed today, aswell as in o ur 2003 annu al report on For m 10- K, as well as our soon -to- bef iled 2004 ann ual repor t on For m 10- K, which we urge you to read. T his present at ion is made asof Mar ch 21, 2005. We wi ll not under take to revise or update the for ward look ing s tatementscon tained herein as eventsand cir cumstances change; f inancial results are su bject to change until o ur Fo rm 10 -K for 2 004 is filed. AME X: IS R
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2004 Achievements AME X: I SR Cap ital raise in May. Opened addition al InterNetwo rk E xperts branch of fice in S an Antonio, T X in July. S ubst an tial credit f acility li ne increase. I ntrod uced n ew p ropri et ar y softwar eand h ar dware pr oducts. Bui lt a pipeline of potential acquis iti ons t o en ab le futur e geo graphic expans ion. Negotiated and ann ounced proposed exchange of I NX minor ity int er est. Hired CFO by end of year. Revenue increased 50% wi thout the benef it of acqui siti ons. Impr oved gross margin. F our consecutive quar ters of pr ofitabil ity E PS im proved $0. 81 per share to $0.3 1 per share.
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Highlights Of 4th Quarter Results AMEX: ISR All revenue sou rcesand segments showed impr ovement. Revenue co ntinued to gr ow at doubl ed igit r at es despite the pr evi ousl y announced issue wit h the large Dallas Independent School Dis tr ict ("DIS D") project bein g placed on hold mo st of the 4th qu ar ter f ollowing our announcement o f the payment i ssue in November . Double digi t revenue gr owth for all thr eer evenue sour cesand all three repor table segm en ts. Gr ossmar gin impr oved fo r all thr ee revenue sou rcesand all three repor table segm ents. We cont inued to achieve leverage on certain of our operating exp en ses , resulting in ex pen ses growin g at a much lower l ev el than gross prof it gro wth. Recor d pro fitabil ity for the quart er .
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4th Quarter Recogni tion of Ci sco Sales Incenti ve AME X: IS R Prio r to 4Q04 we recognized Cisco sales incen tives semiannuall y when paid. Beginning in 4Q04 r equ irements were met so that t heam ount of incen tive due wasd et er minable and coll ecti on of th ei ncent ive waspr obable and theref ore recogni zabl e. T he timi ng diff erence between our accountin g periods and Cisco's sem i -ann ual measur ement period for t he incentive, coupled wit h the accr ual of t his i ncent ive at Decem ber 31, 2004 resulted in the f ourth quarter r eflecting f ive month sof incentive. 4Q03 h ad n o vendor i ncent ive recognized. Had the Cisco incentive been earned and deter minable at December 31, 20 03, we esti mate that 4Q03 gr oss pr ofit wo uld have increased by approxi mately $313,000 an d 4Q03 net loss would have been decreased b y approxim ately $250,000. This pri or year per iod es timate was dev el oped by assumin g the incentive was ear ned us ing a methodol gy based on monthly sales revenue. If the Cisco i ncent ivesar ed eemed t o be ear ned and determi nable in fut ure quart er ly peri odswe expect to recognize only thr ee months of i ncent ive in each quarterl y period.
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4th Quarter - Con soli dat ed Results Of Oper ations AME X: I SR Quarter Ended December 3 1, 2003 2004 Change$ Change% Revenue $15 ,221 $24,295 $ 9,074 60% Grossp rofi t 2,932 6,00 8 3,076 105% Gross margin 19.3% 24 .7% S G&A expenses 3,502 5, 063 1,561 45% Operatin g (loss ) income ( 570) 94 5 1,515 n/a Net in com e (299) 822 1,121 n /a Shares 3,875 5,556 1,681 43% Diluted E PS (0.08) 0.15 0.23 n/ aU nau dited; In thousan ds, except E PS
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4th Quarter - Revenue S ourcesAME X: IS RQ uar ter E nded December 31, 20 03 2004 % Ch ang eP roduct sales $11,237 $18, 754 67% Grossm ar gin 11.5% 18.1% Servi ces 2,515 3 ,514 40% Grossm ar gin 39.1% 40.7% Cust om proj ects /S tratasoft softw ar e 1,532 2,159 41% Gr oss marg in 42.6% 54.7% U nau dited; In thousan ds
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4th Quarter - InterNetwo rk E xperts Segment Results AMEX: I SR Quarter Ended December 3 1, 2003 2004 Change Unaudi ted, In th ousands Operati ng Results Revenue Sour ces Pr oduct sal es$10,8 81 $18,052 66 % Gr oss prof it 1,26 9 3,323 162% Gross margin 1 1.7% 18. 4% Ser vices$ 1 ,575 $ 2,226 4 1% Gr oss pro fit 667 876 31% Grossm ar gin 42.3 % 39.4% Rev en ue$ 12,456 $20,27 8 63% Gr osspr ofit 1,936 4,199 11 7% Gr oss marg in 15.5% 20.7% S G&A expenses1,52 6 2,761 81% Operating income 410 1,438 251%
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4th Quarter - Stratasoft Segment Resu lts AME X: IS R Quarter E nded December 31, 2 003 2004 Change Operati ng Results Revenue $1,532 $2,1 59 41% Gr osspr ofit 653 1,180 81% Gro ss margi n 42.6% 5 4.7% S G&A expenses 1,194 1 ,530 28% Operating i nco me (541) (350) 35% Unau dited; In thousan ds
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4th Quarter - Val er ent Segment Results AMEX: I SR Quarter Ended December 31, 2003 2004 Change Unaud ited, In t housands Operati ng Result sRevenue Sour ces Pr oduct sales$ 35 6 $ 702 97% Gross prof it 25 77 20 8% Gr oss margi n 8.0% (1.4% ) Ser vices$ 94 0 $ 1,288 37% Gross prof it 317 55 2 74% Gr oss mar gin 33.7% 42.9% Revenue $ 1, 296 $ 1,990 54 % Gr oss prof it 342 629 84% Grossm ar gin 26.4% 31.6% SG&A expenses 412 488 18% Operating (loss) income ( 70) 141 n/a
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2004 Full Year - Con soli dat ed Results Of Oper ations AME X: I SR Year En ded Decemb er 31, 2003 2 004 Change$ Ch an ge% Revenue $62,152 $93, 069 $30,917 5 0% Gr oss pro fit 12,7 27 19,952 7,2 25 57% Gr ossmar gin 20.5% 21.4% SG&A expenses1 5,061 18,254 3,193 21% Operating i nco me (2,334) 1,698 4,0 32 n/a Net (l oss ) in com e) (1,8 36) 1,530 3,366 n/a S har es3,6 91 5,004 1,31 3 36% Di luted EP S ( 0.50) 0.3 1 0.81 n/a I n thousands, except E PS
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2004 Full Year - Revenue S ourcesAME X: IS RY ear Ended December 3 1, 2003 2004 %Change Pr oduct sales $46,900 $72,680 55% Gross margin 12.5% 15 .1% S er vices7,7 25 11,393 47 % Gro ss margi n 30.3% 3 6.2% Custom pr ojects/ Str at asoft sof tware 7,527 8,996 20% Grossm argin 60. 4% 53.9% In t housand s



BOWNE INTEGRATED TYPESETTING SYSTEM

CRC: 39248
Name: I SECTOR CORPORATION

Date: 21-MAR-2005 12:22:54.90Operator: BOD99999TPhone: (713) 869-9181Site: BOWNE OF HOUSTON, INC.

Queue: BOH_CPS
Description: Exhibit 99.2

0/2162.00.00.00H23575BOD[E/O]
EDGAR 2 *H23575/162/2*

2004 Full Year - InterNetwo rk E xperts Segment Results AMEX: I SR Year E nded Decemb er 31, 2003 2 004 Change In tho usands Operatin g Results Revenue Sour ces Pr oduct sal es $45,74 9 $71,646 57% Gross prof it 5,689 10,844 91% Gross margin 12 .4% 15.1 % Ser vices$ 4,2 26 $ 6,280 49 % Gro ss prof it 1,250 2,097 68% Gross margin 29 .6% 33.4% Revenue $49,975 $77 ,926 56% Grosspr ofit 6,939 12,94 1 86% Gr oss mar gin 13.9% 16.6% SG&A expenses6, 045 10,295 70 % Operati ng income 894 2,6 46 196%
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2004 Full Year - Stratasoft Segment Resu lts AME X: IS R Year Ended December 31, 2003 2004 Change Oper ating Resul tsRevenue $7,527 $8,996 20% Gross prof it 4,545 4, 846 (7% ) Gr oss marg in 60.4% 53.9% S G&A expenses5,88 8 5,100 ( 13%) Operating in co me (1,343) (254) 81% In thou sands
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2004 Full Year - Val er ent Segment Results AMEX: I SR Year E nded Decem ber 31, 2003 2004 Change In th ousands Operati ng Results Revenue Sour ces Pr oduct sal es $ 1,5 73 $ 1,829 ( 16%) Gross prof it 152 142 (7%) Gross margin 9.7% 7.8% Ser vices$ 3,5 03 $ 5,113 46% Gro ss prof it 1,091 2,023 85% Grossm argin 31. 1% 39.6% Revenue $ 5,076 $ 6,9 42 37% Gr osspr ofit 1,243 2,165 7 4% Gr oss margi n 24.5% 31.2% S G&A expenses 1,963 1,886 (4 %) Op er ating ( loss ) i ncome (720) 279 n/a
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"Corp orate" ExpensesS egment AMEX: ISR 2003 2 004 Change 4th Quart er $ 369 $ 28 4 Year 1,165 973 In thou sands Exp en se $ 4th Quar ter 2.4 2% 1.17% Year 1.87% 1.05% % of Rev en ue( 23% ) (16 %)
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Selected Balance Sh eet I nfor mation AME X: IS RI n thousands Dec3 1, Dec3 1, 2003 2004 Assets: Cash $ 2,172 $ 4,773 Accounts receivables , net 9,802 28 ,277 Invent ory 1,038 1,778 Non -cur rent t ang ible fixed asset s1,52 3 1,994 In tangible assets 1,166 1,11 3 Liabil ities : Debt 2,013 8,3 42 Accounts payab le 6,524 10,675 Accr ued expenses 2,676 4,1 71 Stockhol ders 'equit y 6,619 15,8 49 Tangib le net asset value 5,453 14 ,736 Worki ng cap ital 3,724 13 ,143
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Account sReceivable And DI SD/SL D - Related Receivable AMEX: I SR A/R DSOs have his tori call y run appr oximately 50 - 60 daysA/ Rwas higher than norm al at Decem ber 31, 2004 (as i t also was at Sept em ber 30, 200 4) due to s igni ficant pas t due amounts related t o the Dallas Independent S cho ol Dis trict ( "DI SD") pr oject that was experiencing paym en t delaysb y the Schools and L ibrar iesDivi sio n (the "SL D") of t he Universal Servi ces Admin istr ation Company, aF ederal org ani zati on under t he Federal T rade Commiss ion that admi nist er s t he E- Rate pr ogram, a pr ogram t hat partially funds technology infr as tr uct ure fo r sch ools. Asof Decem ber 31, 2004 $11.5 mil lion was past du e. At Decemb er 31, 2004 w ehad shor t-term int er est - bear ing debt of $8.1 mi llion. S ince December 31, 2004 S LD has paid $7.9 m illion o f the pas t due amounts and we are again m oving fo rward wit h the proj ect. Weexpect we wil l continue to exper ience pay ment delays with SL D-related A/R for at least the next sever al quarter s.
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New F ormat F or Out look St at em en tsAME X: IS RF uture gu idancewi ll be limi ted to a range of revenue for the curr ent quarter and management'sv iewsand expectation sf or the bus iness f or th eensuing twelve months with r espect to revenue growt h rates , gross margin and pr ofi tability tr ends , together wi th comments on curr ent events . We bel ieve management should fo cus its energy on the long - term goals of the co mpany rather than attempti ng to fo recas t short -term r esults . We believe management should p rovide inv es tor swi th trends in t heb usin ess and indus try, with an inter mediate- to long- term view. We believe thi sappr oach to guidance will con tinue to satis fy inv es tor infor mation r equirements and wil l result in in ves tor sh avi ng an impr oved unders tanding o f the under lying bus iness. F orwar d-looking s tatement subject to r isks. E xcludes impact of acqui sit ions or other unusual even ts, i f any, unless mentioned. P lease see S afe Harbor Statement.
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Outlook - 1st Qu ar ter E nding March 31, 2005 AMEX: I SR For our f irs t quar ter ending March 31 , 2005, we expect revenue of $23 -$25 milli on, growt h of 60% -75% to com pared to $14. 3 millio n for the comparable pr ior year period. We expect to r eco rd a one -time, non -cash charge to earn ings in our q uarter endi ng Mar ch 31, 2005 of approxi mately $5.7 mi llion pl usr elated direct expensesof approxi mately $175,00 0 related to th eI NX minor ity in terest ex change, wh ich wasappr oved by s tockholders on March 18, 2005. E xcl uding the one -time, non -cash charge and r el at ed co sts , we expect net pro fit per shar e for o ur fi rs t quarter in the range of $0.02 to $0.07. In cl uding the one - time, non- cash charge and r el at ed co sts , we expect a net lossper shar e for our f irs t quarter in the r an geo f $0.98 t o $1.03. F orward -looking s tatement subject to r isks. E xcludes impact of acqui sit ions or other unusual even ts, i f any, unless mentioned. P lease see S afe Harbor Statement.



BOWNE INTEGRATED TYPESETTING SYSTEM

CRC: 1020
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Outlook - Nex t 12 Months AME X: I SR For war d -looking s tatement subject to r isks. E xcludes impact of acqui sit ions or other unusual even ts, i f any, unless mentioned. P lease see S afe Harbor Statement. T otal r ev enu eshoul d co ntinue to gr ow in all t hree bus iness segments , but at gro wth rates lower t han recent his toric l evels , excludin g acqu isit ions , because of o ur domi nant pos ition in exi sti ng markets . INX growth dr iven by m odest gr owth f rom exis ting Texas markets , rapid g rowth f rom a r elatively new Feder al busi ness unit, and from geographic expans ion, bot h throug h newly opened branch off icesas well as select acquis itions . I NX ser vices gr owth dr iven by pro duct growth , co upled with expans ion of Netsu rant pos t- sales recurr ing ser vices r evenue. Str at asof t growt h driven by new product i ntroducti ons, f ocus ing on the enter prise market space with new IP telephony soft war e applications . Continue to leverage cer tain oper at ing expenses to achieve contin ued improv em en t in operati ng income mar gin asr evenue continues to gro w. Cu rrentl y workin g several acqui siti ons and ex pect t o announce progr ess in th en ear futur e.




