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PART 1. FINANCIAL INFORMATION 

Item 1. Financial Statements (Unaudited): 

INX INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

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

The accompanying notes are an integral part of these condensed consolidated financial statements.

Table of Contents

   
Three Months

Ended March 31,  

    2009     2008  
Revenue:            

Products   $ 44,566    $ 50,491 
Services     12,975      9,152 
Total revenue     57,541      59,643 

Cost of products and services:              
Products     36,122      41,284 
Services     8,934      6,212 
Total cost of products and services     45,056      47,496 

Gross profit     12,485      12,147 
Selling, general and administrative expenses     12,736      10,384 
Operating (loss) income     (251)     1,763 
Interest and other income (expense), net     12      (73)
(Loss) income from continuing operations before income taxes     (239)     1,690 
Income tax expense     51      683 
Net loss (income) from continuing operations     (290)     1,007 
(Loss) income from discontinued operations, net of income taxes     (39)     4 
Net (loss) income   $ (329)   $ 1,011 

               
               
Net (loss) income per share:              
Basic:              

(Loss) income from continuing operations   $ (0.03)   $ 0.13 
(Loss) income from discontinued operations, net of income taxes     (0.01)     — 
Net (loss) income per share   $ (0.04)   $ 0.13 

Diluted:              
(Loss) income from continuing operations   $ (0.03)   $ 0.12 
(Loss) income from discontinued operations, net of income taxes     (0.01)     — 
Net (loss) income per share   $ (0.04)   $ 0.12 

Shares used in computing net (loss) income per share:              
Basic     8,706,210      7,550,904 

Diluted     8,706,210      8,242,191 
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INX INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share and par value amounts)

The accompanying notes are an integral part of these condensed consolidated financial statements.

Table of Contents

   
March 31,

2009    
December 31,

2008  

    (Unaudited)        
ASSETS            

Current Assets:            
Cash and cash equivalents   $ 8,681    $ 10,937 
Accounts receivable, net of allowance of $629 and $735     46,710      52,866 
Inventory, net     2,745      2,406 
Other current assets     1,562      1,275 

Total current assets     59,698      67,484 
Property and equipment, net of accumulated depreciation of $5,896 and $5,429     4,998      5,207 
Goodwill     12,751      12,751 
Intangible and other assets, net of accumulated amortization of $2,531 and $2,346     1,667      1,852 

Total assets   $ 79,114    $ 87,294 

               
LIABILITIES AND STOCKHOLDERS’ EQUITY              

               
Current Liabilities:              

Notes payable   $ 84    $ 91 
Current portion of capital lease obligations     191      77 
Accounts payable     36,620      45,172 
Accrued expenses     6,885      6,873 
Other current liabilities     783      1,072 

Total current liabilities     44,563      53,285 
Long-term Liabilities:              

Long-term portion of capital lease obligations     308      163 
Other long-term liabilities     317      250 

Total long-term liabilities     625      413 
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, 8,802,835 and 8,709,304 shares issued     88      87 
Additional paid-in capital     51,350      50,692 
Accumulated deficit     (17,512)     (17,183)

Total stockholders’ equity     33,926      33,596 
Total liabilities and stockholders’ equity   $ 79,114    $ 87,294 
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INX INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY 

(In thousands, except share amounts)
(Unaudited)

The accompanying notes are an integral part of these condensed consolidated financial statement.
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$.01 par value
Common Stock    

Additional
Paid-In     Accumulated        

    Shares     Amount     Capital     Deficit     Total  
Balance at December 31, 2008     8,709,304    $ 87    $ 50,692    $ (17,183)   $ 33,596 
Issuance of vested restricted common stock     38,367      —      —      —      — 
Share-based compensation expense related to employee stock 

options, employee restricted stock grants, and employee 
stock purchase plan     —      —      580      —      580 

Issuance of common stock  under employee stock purchase 
plan     83,470      1      166      —      167 

Purchase and retirement of treasury stock resulting from 
grantee election to fund payroll taxes out of restricted stock 
grant     (8,840)     —      (22)     —      (22)

Purchase and retirement of common stock     (19,466)     —      (66)     —      (66)
Net loss     —      —      —      (329)     (329)
Balance at March 31, 2009     8,802,835    $ 88    $ 51,350    $ (17,512)   $ 33,926 
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INX INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three Months

Ended March 31,  

    2009     2008  
CASH FLOWS FROM OPERATING ACTIVITIES:            

Net (loss) income   $ (329)   $ 1,011 
Adjustments to reconcile net income (loss) to net cash used in operating activities:              

Net loss (income) from discontinued operations     39      (4)
Depreciation and amortization     727      520 
Share-based compensation expense for employee stock options, stock grants, 
    and employee stock purchase plan     580      312 
Loss on retirement of assets     22      15 
Bad debt expense     (5)     (45)

Changes in operating assets and liabilities, net of effect of acquisitions:              
Accounts receivable     6,161      (119)
Inventory     (339)     (167)
Accounts payable     (8,552)     (1,746)
Other assets and liabilities     (487)     144 
Net cash used in operating activities     (2,183)     (79)

CASH FLOWS FROM INVESTING ACTIVITIES:              
Acquisition of Select, Inc. purchase price adjustments     —      (54)
Capital expenditures     (125)     (563)

Net cash used in investing activities     (125)     (617)
CASH FLOWS FROM FINANCING ACTIVITIES:              

Proceeds from issuance of common stock for purchases under employee stock purchase plan     167      — 
Proceeds from other short-term borrowings     —      251 
Exercise of stock options     —      403 
Excess tax benefits from stock option exercises     —      601 
Purchase of common stock     (66)     (1,536)
Purchase of treasury stock resulting from grantee election     (22)     (3)
Payments on notes payable and capital lease obligations     (27)     (124)

Net cash provided by (used in) financing activities     52      (408)
NET (DECREASE) IN CASH AND CASH EQUIVALENTS     (2,256)     (1,104)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD     10,937      9,340 
CASH AND CASH EQUIVALENTS AT END OF PERIOD   $ 8,681    $ 8,236 

SUPPLEMENTAL NONCASH INVESTING AND FINANCING ACTIVITIES:            
             

Capital lease obligation:            
Fair value of assets acquired   $ 279    $ — 
Capital lease obligation incurred     (279)     — 
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INX INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(In thousands, except share and per share amounts)

1. Description of Business 

INX Inc. (“INX” or the “Company”) is a provider of technology infrastructure solutions for enterprise-class organizations such as corporations, schools and 
federal, state and local governmental agencies. The solutions INX provides consist of three broad categories of technology infrastructure: network infrastructure, 
unified communications and data center. Network infrastructure solutions consist of network routing and switching, wireless networking and network security 
solutions. Unified communications solutions consist of Internet Protocol (“IP”) network-based voice or telephone solutions as well as IP network-based video 
communications solutions. Data center solutions consist of network storage solutions and data center server virtualization solutions. The accompanying 
consolidated financial statements include the accounts of INX Inc. and its wholly-owned subsidiaries, Select, Inc. and Valerent, Inc. All intercompany transactions 
and accounts are eliminated in consolidation. Select, Inc. and Valerent, Inc. were merged into INX Inc. as of the close of business on December 31, 2008. 

2. Basis of Presentation 

The accompanying unaudited financial data as of March 31, 2009 and for the three-month periods ended March 31, 2009 and 2008 have been prepared by the 
Company pursuant to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in 
financial statements prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted pursuant to such 
rules and regulations. The December 31, 2008 Condensed Consolidated Balance Sheet was derived from audited financial statements, but does not include all 
disclosures required by accounting principles generally accepted in the United States. However, the Company believes the disclosures are adequate to make the 
information presented not misleading. These Condensed Consolidated Financial Statements should be read in conjunction with the Consolidated Financial 
Statements and the notes thereto, included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2008. 

In the opinion of management, all adjustments (which include normal recurring adjustments, except as disclosed herein) necessary for a fair presentation of 
financial position as of March 31, 2009, results of operations for the three-month periods ended March 31, 2009 and 2008, cash flows for the three months ended 
March 31, 2009 and 2008, and stockholders’ equity for the three months ended March 31, 2009, have been included. The results of the interim periods are not 
necessarily indicative of results for the full year or any future period. 

3. Recent Accounting Pronouncements 

In December 2007, the FASB issued SFAS No. 141 (revised 2007), “Business Combinations” (SFAS 141R). The purpose of issuing the statement is to replace 
current guidance in SFAS 141 to better represent the economic value of a business combination transaction. The changes to be effected with SFAS 141R from the 
current guidance include, but are not limited to: (1) acquisition costs will be recognized separately from the acquisition; (2) known contractual contingencies at the 
time of the acquisition will be considered part of the liabilities acquired and measured at their fair value; all other contingencies will be part of the liabilities 
acquired measured at their fair value only if it is more likely than not that they meet the definition of a liability; (3) contingent consideration based on the outcome 
of future events will be recognized and measured at the time of the acquisition; (4) business combinations achieved in stages (step acquisitions) will need to 
recognize the identifiable assets and liabilities, as well as noncontrolling interests, in the acquiree, at the full amounts of their fair values; and (5) a bargain 
purchase (defined as a business combination in which the total acquisition-date fair value of the identifiable net assets acquired exceeds the fair value of the 
consideration transferred plus any noncontrolling interest in the acquiree) will require that excess to be recognized as a gain attributable to the acquirer. 
SFAS 141R is effective for the Company beginning January 1, 2009. The Company anticipates that the adoption of SFAS 141R will have a impact on the way in 
which future business combinations will be accounted for compared to prior practice. 
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In September 2006, the FASB issued Statement on Financial Accounting Standards No. 157 “Fair Value Measurements” (“SFAS 157”). SFAS 157 clarifies the 
definition of fair value for financial reporting, establishes a framework for measuring fair value and requires additional disclosures about the use of fair value 
measurements. SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods within those fiscal 
years. However, on February 12, 2008, the FASB issued FASB Staff Position (“FSP”) SFAS No. 157-2 (“FSP 157-2”) which delays the effective date of SFAS 157 
for all non-financial assets and non-financial liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at 
least annually). FSP 157-2 partially defers the effective date of SFAS 157 to fiscal years beginning after November 15, 2008, and interim periods within those fiscal 
years for items within the scope of FSP 157-2. In addition, FASB issued a staff position, FSP SFAS No. 157-1, to clarify that SFAS No. 157 does not apply under 
SFAS No. 13, Accounting for Leases, and other accounting pronouncements that address fair value measurements for purposes of lease classifications under 
SFAS No. 13 and FSP SFAS No. 157-3 to provide guidance for determining the fair value of a financial asset when the market for that asset is not active. The 
Company elected to defer adoption of SFAS 157 relating to non-recurring, non-financial assets and liabilities until January 1, 2009. The adoption of SFAS 157 did 
not have a material effect on the Company’s consolidated financial statements. 

In April 2009 the FASB issued FSP FAS 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have Significantly 
Decreased and Identifying Transactions That Are Not Orderly,” to provide additional guidance on estimating fair value when the volume and level of activity for 
an asset or liability have significantly decreased and determining when a transaction is not orderly. FSP FAS 157-4 applies to all assets and liabilities within the 
scope of pronouncements that require or permit fair value measurements under SFAS 157 except as specifically discussed in SFAS 157. FSP FAS 157-4 does not 
apply to Level 1 inputs, regardless of changes in the volume and level of activity for an asset or liability. Level 1 inputs are defined in SFAS 157 as quoted prices 
for an identical asset or liability in an active market.  FSP FAS 157-4 emphasizes that, regardless of whether the volume and level of activity for an asset or liability 
have decreased significantly and regardless of which valuation technique was used, the objective of a fair value measurement under SFAS 157 remains the same—
to estimate the price that would be received to sell an asset or transfer a liability in an orderly transaction between market participants at the measurement date 
under current market conditions. The FSP FAS 157-4 specifically addresses the market participant aspect of the objective of a fair value measurement under SFAS 
157 by stating that an entity’s intention to hold an asset or liability is irrelevant for purposes of a fair value measurement.  The adoption of FSP FAS 157-4 did not 
have a material effect on the Company’s consolidated financial statements. 

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements — an amendment of ARB 
No. 51” (SFAS 160). SFAS 160 was issued to improve the relevance, comparability, and transparency of financial information provided to investors by requiring all 
entities to report noncontrolling (minority) interests in subsidiaries in the same way, that is, as equity in the consolidated financial statements. Moreover, 
SFAS 160 eliminates the diversity that currently exists in accounting for transactions between an entity and noncontrolling interests by requiring they be treated 
as equity transactions. SFAS 160 is effective for the Company beginning January 1, 2009. The adoption of SFAS 160 did not have a material impact on the 
Company’s consolidated financial statements. 

In January 2009, the Company adopted SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles (SFAS 162). SFAS 162 identifies the sources 
of accounting principles and provides entities with a framework for selecting the principles used in preparation of financial statements that are presented in 
conformity with GAAP. The current GAAP hierarchy has been criticized because it is directed to the auditor rather than the entity, it is complex, and it ranks FASB 
Statements of Financial Accounting Concepts, which are subject to the same level of due process as FASB Statements of Financial Accounting Standards, below 
industry practices that are widely recognized as generally accepted but that are not subject to due process. The FASB believes the GAAP hierarchy should be 
directed to entities because it is the entity (not its auditors) that is responsible for selecting accounting principles for financial statements that are presented in 
conformity with GAAP. The adoption of SFAS 162 did not have a material effect on the Company’s consolidated financial statements. 

On January 1, 2009 the Company adopted FASB Staff Position EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based Payment Transactions 
Are Participating Securities” (“FSP EITF 03-6-1”). FSP EITF 03-6-1 clarified that all outstanding unvested share-based payment awards that contain rights to 
nonforfeitable dividends participate in undistributed earnings with common shareholders. Awards of this nature are considered participating securities and the 
two-class method of computing basic and diluted EPS must be applied.  The adoption of EITF 03-6-1 did not have a material effect on the Company’s basic 
earnings per share. 

In April 2009 the FASB issued  FSP FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments.  This FSP amends FASB Statement 
No. 107, Disclosures about Fair Value of Financial Instruments, to require disclosures about fair value of financial instruments for interim reporting periods of 
publicly traded companies as well as in annual financial statements. This FSP also amends APB Opinion No. 28, Interim Financial Reporting, to require those 
disclosures in summarized financial information at interim reporting periods and is effective for interim periods ending after June 15, 2009.  The Company expects to 
include the required additional disclosures in its quarterly Report on Form 10-Q as of June 30, 2009. 
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4. Acquisitions 

Access Flow, Inc. 

Under an Asset Purchase Agreement dated June 6, 2008 (the “APA”), the Company purchased the operations and certain assets, and assumed specified liabilities 
of Access Flow, Inc. (“AccessFlow”). AccessFlow is a Sacramento, California-based consulting organization focused on delivering VMware-based data center 
virtualization solutions, with revenues for the twelve months ended March 31, 2008 of approximately $10,500. The Company completed the acquisition 
simultaneously with the execution of the APA. Neither AccessFlow nor any shareholder of AccessFlow has any prior affiliation with the Company. The APA 
contains customary representations and warranties and requires AccessFlow and its Shareholders to indemnify the Company for certain liabilities arising under 
the APA, subject to certain limitations and conditions. 

The consideration paid at closing pursuant to the APA was (a) $2,450 in cash and (b) 262,692 shares of the Company’s common stock. Additional purchase 
consideration is payable to AccessFlow based on certain financial performance during each of the two-year periods ending June 30, 2009 and June 30, 2010. The 
financial performance upon which such additional purchase consideration is based includes the following business components: (i) the acquired AccessFlow 
Sacramento, California branch office revenue excluding its hosting business, (ii) the acquired AccessFlow hosting business, and (iii) customer billings for certain 
virtualization products and services specified in the APA generated by the Company’s pre-existing fourteen branch office locations. The APA specifies the 
computation of additional purchase consideration earned under each business component, including a minimum and maximum amount payable for each of the two 
years. For each business component the minimum annual additional consideration payable is zero and the maximum annual additional consideration payable is 
(i) $405, (ii) $405, and (iii) $540, respectively. At the Company’s option, 50% of such additional consideration may be paid in the form of common stock. Additional 
purchase consideration, if any, will be recorded as goodwill. 

NetTeks Technology Consultants, Inc. 

Under an Asset Purchase Agreement dated November 14, 2008 (the “Agreement”), the Company purchased the operations and certain assets, and assumed 
specified liabilities of NetTeks Technology Consultants, Inc. (“NetTeks”). NetTeks is a Boston, Massachusetts-based network consulting organization with 
offices in downtown Boston and Glastonbury, Connecticut, with revenues for the twelve months ended September 30, 2008 of approximately $12,700. The 
Company completed the acquisition simultaneously with the execution of the Agreement. Neither NetTeks nor any shareholder of NetTeks has any prior affiliation 
with the Company. The Agreement contains customary representations and warranties and requires NetTeks and its shareholders to indemnify the Company for 
certain liabilities arising under the Agreement, subject to certain limitations and conditions. 

The consideration paid at closing pursuant to the Agreement was (a) $1,350 in cash and (b) 30,770 shares of the Company’s common stock, of which 15,385 
common stock shares were held in escrow under holdback provisions defined in the Agreement.  Additional purchase consideration is payable based on NetTeks’ 
branch office operating income contribution during each of the two-year periods ending November 30, 2009 and November 30, 2010. The Agreement specifies the 
computation of additional purchase consideration earned including a minimum of zero for each of the two-year periods and a maximum of $1,313 for the period 
ending November 30, 2009 and $1,488 for the period ending November 30, 2010. At the Company’s option, 50% of such additional purchase price may be paid in 
the form of Common Stock. Additional purchase consideration, if any, will be recorded as goodwill. 

VocalMash 

Under an Asset Purchase Agreement dated December 4, 2008 (“VocalMash APA”), the Company purchased the operations of VocalMash, a business owned and 
operated by INX’s Vice President of Sales. VocalMash is an application integration company that utilizes Web 2.0 technologies to integrate unified 
communications systems with other enterprise applications. The Company completed the acquisition simultaneously with the execution of the VocalMash APA. 
The VocalMash APA contains customary representations and warranties and requires VocalMash and its owner to indemnify the Company for certain liabilities 
arising under the VocalMash APA, subject to certain limitations and conditions. 

The consideration paid at closing pursuant to the VocalMash APA was 60,000 shares of the Company’s common stock. The common stock was valued at 
$4.89 per share or $293. Additional purchase consideration of up to a maximum of $380 may be payable under the VocalMash APA based on the achievement of 
operating income contribution targets for 2009. Additional purchase consideration, if any, will be recorded as goodwill. 
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Pro Forma Summary 

The following pro forma consolidated amounts give effect to the Company’s acquisition of AccessFlow, NetTeks, and VocalMash as if they had occurred January 
1, 2008. The pro forma consolidated amounts presented below are based on continuing operations. The pro forma consolidated amounts are not necessarily 
indicative of the operating results that would have been achieved had the transaction been in effect and should not be construed as being representative of future 
operating results. 

5. Earnings Per Share 

Basic earnings per share is computed by dividing net income by the weighted-average number of common shares outstanding for the period. Diluted earnings per 
share is based on the weighted-average number of shares outstanding during each period and the assumed exercise of dilutive stock options and warrants less the 
number of treasury shares assumed to be purchased from the exercise proceeds using the average market price of the Company’s common stock for each of the 
periods presented. 

The following table presents the calculation of basic and diluted earnings per share: 

For the three month period ended March 31, 2009, the Company’s potentially dilutive options of 386,635 were not used in the calculation of diluted earnings since 
the effect of potentially dilutive securities in computing a loss per share is antidilutive.  For the three month period ended March 31, 2008, the Company’s 
potentially dilutive options of 218,500 and warrants of 625,000 were not used in the calculation of diluted earnings since the effect of potentially dilutive securities 
is antidilutive. 

6. Share-Based Compensation 

The Company recognized employee share-based compensation expense for stock option, restricted stock grants, and the employee stock purchase plan of $580 
and $312 during the three months ended March 31, 2009 and 2008, respectively. The unrecognized compensation cost related to the Company's unvested stock 
options as of March 31, 2009 and 2008 was $1,378 and $2,039, respectively and is expected to be recognized over a weighted-average period of 1.7 years and 
2.0 years, respectively.  The unrecognized compensation cost related to the Company's unvested restricted shares as of March 31, 2009 and 2008 was $3,446 and 
$1,766, respectively and is expected to be recognized over a weighted-average period of 3.7 years and 4.0 years, respectively. 
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Three Months 
Ended March 31, 

2008  
       
Revenues   $ 66,089 

Net income from continuing operations   $ 1,259 

Net income per share from continuing operations:       
Basic   $ 0.16 

Diluted   $ 0.15 

Weighted average shares used in calculation:       
Basic     7,916,301 

Diluted     8,607,588 

    Three Months Ended March 31,  

    2009     2008  
Numerator for basic and diluted earnings per share:            
Net (loss) income from continuing operations   $ (290)   $ 1,007 
(Loss) income on disposal of discontinued operations, net of income taxes     (39)     4 
Net (loss) income   $ (329)   $ 1,011 

               
Denominator for basic earnings per share — weighted-average shares outstanding     8,706,210      7,550,904 
Effect of dilutive securities — shares issuable from assumed conversion of common 

stock options, restricted stock, and warrants     —      691,287 
Denominator for diluted earnings per share — weighted-average shares outstanding     8,706,210      8,242,191 
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7. Senior Credit Facility 

The Company has a $60,000 maximum aggregate line of credit with Castle Pines Capital LLC (“CPC”) under a senior credit facility. The CPC senior credit facility is 
used primarily for inventory financing and working capital requirements.  At March 31, 2009, $31,512 was outstanding under the Facility and reported under 
accounts payable, and the unused availability was $5,528.  At March 31, 2009, the Company was in compliance with the loan covenants of the senior credit facility. 

8. Stockholders’ Equity 

On September 10, 2008, the Board of Directors authorized a common stock repurchase plan of up to $2,000 of the Company’s common stock on or before 
December 31, 2008. The purchases were required to be made 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 also requires 
the purchased shares to be retired as soon as practicable following the purchase. The plan did not obligate the Company to purchase any particular amount of 
common stock and could be suspended at any time at the Company’s discretion.  On December 3, 2008, the Board of Directors modified the existing common stock 
repurchase plan, authorizing the repurchase of $2,000 during the period January 1, 2009 to March 31, 2009.  During the three-month period ended March 31, 2009, 
19,466 shares were purchased for $66. From inception of the repurchase plan to March 31, 2009, 300,339 shares were purchased for $1,762, an average purchase 
price of $5.87 per share. The repurchase plan expired on March 31, 2009. 

9. Commitments and Contingencies 

Self-Insured Medical Plan 

Effective January 1, 2009, the Company changed its employee medical insurance coverage to self-insure for losses up to $100 per claim.  The Company maintains 
stop loss coverage with a third party insurer to limit its total exposure with an annual aggregate loss limit of $2,357 based on the current enrollment in the plan. 
During the three month period ended March 31, 2009, we incurred medical claims totaling $392 and recorded a liability of $91 as of March 31, 2009 as an estimate of 
the ultimate cost of claims incurred as of the balance sheet date, based on an analysis of historical data and actuarial estimates. 

Litigation 

The Company served as a subcontractor to Complete Communications Services, Inc. (“CoCom”), a subcontractor on certain school district contracts during 2007. 
On August 24, 2007, CoCom filed a Chapter 11 Petition in U.S. Bankruptcy Court. As of December 31, 2008, the Company had no outstanding accounts receivable 
from CoCom. The Company received payments of $102 during the ninety day period preceding the bankruptcy filing which could potentially be deemed 
preferential. While the result of the potential preference claims cannot be predicted with certainty, INX believes the final outcome of such matters will not have a 
materially adverse effect on its results of operations or financial position. 

On January 24, 2008, Schneider Rucinski Enterprises (“Plaintiff”) filed a lawsuit in the United States District Court Southern District of California (“Court”) styled 
Schneider Rucinski Enterprises v. Touch Asia Outsourcing Solutions, Stratasoft, Inc., INX Inc., et al claiming damages of $555 and other relief including relief 
under RICO statutes. On December 8, 2008, we filed motions to dismiss on the grounds of lack of federal jurisdiction and failure to state claims upon which relief 
could be granted. Oral arguments were made during a hearing on February 24, 2009 and, on March 3, 2009, the Court ruled in INX’s favor, dismissing the lawsuit 
and closing the case. 

On January 6, 2009, Lyondell Chemical Company (“Lyondell”) filed a Chapter 11 Petition in U.S. Bankruptcy Court. As of December 31, 2008, the Company had an 
accounts receivable from Lyondell of $99, less an allowance for doubtful accounts of $99. The Company received payments of $539 during the ninety day period 
preceding the bankruptcy filing which could potentially be deemed preferential. INX cannot predict the final outcome of this matter, including whether it could 
have a materially adverse effect on its results of operations or financial position. 

On February 6, 2009, INX filed a lawsuit in the United States District Court Eastern District of Texas styled InternetworkExperts, Inc. (INX) v. International 
Business Machines Corporation claiming damages totaling $1,791 plus interest, attorney fees, and costs of suit for breach of purchase orders in 2004 and 2006 
under which payments were due upon early termination of services. The amount that may ultimately be recovered, if any, cannot be determined at this time, and 
such amount will be recorded only upon settlement and payment by the defendant. 
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INX is also party to other litigation and claims which management believes are normal in the course of its operations. While the results of such litigation and 
claims cannot be predicted with certainty, INX believes the final outcome of such matters will not have a materially adverse effect on its results of operations or 
financial position. 

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

The following discussion is qualified in its entirety by, and should be read in conjunction with, our consolidated financial statements, including the notes thereto 
included elsewhere in this Quarterly Report on Form 10-Q and our Annual Report on Form 10-K for the fiscal year ended December 31, 2008, as previously filed 
with the Securities and Exchange Commission. Amounts are presented in thousands except for share and per share data. 

Special notice regarding forward-looking statements 

This quarterly report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 relating to 
future events or our future financial performance. Readers are cautioned that any statement that is not a statement of historical fact including, but not limited to, 
statements which may be identified by words including, but not limited to, “anticipate,” “appear,” “believe,” “could,” “estimate,” “expect,” “hope,” “indicate,” 
“intend,” “likely,” “may,” “might,” “plan,” “potential,” “seek,” “should,” “will,” “would,” and other variations or negative expressions thereof, are predictions or 
estimations and are subject to known and unknown risks and uncertainties. Numerous factors, including factors that we have little or no control over, may affect 
INX’s actual results and may cause actual results to differ materially from those expressed in the forward-looking statements contained herein. In evaluating such 
statements, readers should consider the various factors identified in our Annual Report on Form 10-K for our fiscal year ended December 31, 2008, as filed with the 
Securities and Exchange Commission including the matters set forth in Item 1A. — “Risk Factors,” which could cause actual events, performance or results to 
differ materially from those indicated by such statements. 

Results Of Operations 

Period Comparisons. The following tables set forth, for the periods indicated, certain financial data derived from our condensed consolidated statements of 
operations. Percentages shown in the table below are percentages of total revenue, except for the products and services components of gross profit, which are 
percentages of the respective product and service revenue. 

Three Months Ended March 31, 2009 Compared To the Three Months Ended March 31, 2008 

Revenue. Total revenue decreased by $2,102, or 3.5%, to $57,541 from $59,643. Products revenue decreased $5,925, or 11.7% to $44,566 from $50,491. The decrease 
in products revenue was primarily due to our markets becoming increasingly affected by the continuing macroeconomic downturn in the United States.  We 
experienced lower revenue in the Northwest Region, National Division, Southwest Region, and Gulf Coast Region, partially offset by revenue from newly acquired 
locations in the New England Region and Northern California Region and increased products revenue from large projects in the Southern California and North 
Texas Regions. Services revenue increased $3,823 or 41.8% to $12,975 from $9,152. Services revenue increased in the majority of our Regions, led by increases in 
the Federal Division, Central Texas Region, Southwest Region, and Southern California Region, and the newly acquired locations in the New England Region and 
Northern California Region. 
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    Three Months Ended March 31,  

    2009     2008  

    Amount     %     Amount     %  
Revenue:                        

Products   $ 44,566      77.5    $ 50,491      84.7 
Services     12,975      22.5      9,152      15.3 
Total revenue     57,541      100.0      59,643      100.0 

Gross profit:                            
Products     8,444      18.9      9,207      18.2 
Services     4,041      31.1      2,940      32.1 
Total gross profit     12,485      21.7      12,147      20.4 

Selling, general and administrative expenses     12,736      22.1      10,384      17.4 
Operating (loss) income     (251)     (0.4)     1,763      3.0 
Interest and other income (expense), net     12      —      (73)     (0.2)
Income tax expense     51      0.1      683      1.1 
Net (loss) income from continuing operations     (290)     (0.5)     1,007      1.7 
(Loss) income from discontinued operations, net of income taxes     (39)     (0.1)     4      — 
Net (loss) income   $ (329)     (0.6)   $ 1,011      1.7 
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Gross Profit. Total gross profit increased by $338, or 2.8%, to $12,485 from $12,147. Gross profit as a percentage of revenue increased to 21.7% from 20.4%, due to 
higher products revenue margins and substantially higher 2009 services revenues as a percent of total revenues. Gross profit on the products sales component 
decreased $763 or 8.3%, to $8,444 from $9,207 and, as a percentage of sales, increased to 18.9% from 18.2%. Gross profit on services revenue increased $1,101 or 
37.4% to $4,041 from $2,940 and gross profit as a percent of services revenue decreased to 31.1% from 32.1%. The services gross margin in both periods was 
within our target range of 30 to 35%. 

Selling, General and Administrative Expenses. Selling, general and administrative expenses increased by $2,352, or 22.7% to $12,736 from $10,384. As a 
percentage of total revenue, these expenses increased to 22.1% in 2009 versus 17.4% in 2008. Increased 2009 expenses reflect selling, general and administrative 
expenses of the operations acquired in the NetTeks, AccessFlow, and VocalMash  acquisitions, additional sales and administrative personnel costs from 
headcount increases, and substantially higher audit and tax costs. 

Operating (Loss) Income. Operating income decreased $2,014 to a loss of $251 from income of $1,763, primarily due to lower sales and proportionately higher 
selling, general and administrative expenses partially offset by higher gross margins. 

Interest and Other Income (Expense), Net. Interest and other income (expense), net, changed by $85 to income of $12 from expense of $73, primarily due to the 
elimination of borrowings under our senior credit facility in June 2008. 

Income Tax Expense. Income tax expense decreased by $632 to $51 from $683, primarily due to lower 2009 pretax income.  An income tax benefit was not recognized 
for the 2009 loss due to the corresponding valuation allowance recorded as discussed further under “Deferred Tax Assets” below. 

Net (Loss) Income. Net income decreased $1,340 to a loss of $329 from income of $1,011, primarily due to lower sales and proportionately higher selling, general 
and administrative expenses partially offset by higher gross margins and lower income tax expense. 

Tax Loss Carryforward. Because of our operating losses in 2003, 2005, 2006 and 2008, and exercises of stock options, we have accumulated a net operating loss 
carryforward for federal income tax purposes that, at March 31, 2009, was approximately $2,540. Since United States tax laws limit the time during which an NOL 
may be applied against future taxable income and tax liabilities, we may not be able to take full advantage of our NOL carryforward for federal income tax purposes. 
The carryforward will expire during the period 2023 through 2026 if not otherwise used. A change in ownership, as defined by federal income tax regulations, could 
significantly limit the company’s ability to utilize its carryforward. 

As a result of the adoption of SFAS 123(R), we recognize tax benefits associated with the exercise of stock options directly to stockholders’ equity only when 
realized. Accordingly, deferred tax assets are not recognized for net operating loss carryforwards resulting from windfall tax benefits. A windfall tax benefit occurs 
when the actual tax benefit realized upon an employee’s disposition of a share-based award exceeds the cumulative book compensation charge associated with the 
award. At March 31, 2009, windfall tax benefits included in NOL carryforward but not reflected in deferred tax assets are $2,540. 

Deferred Tax Assets. In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of the 
deferred tax assets will not be realized. The realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which 
temporary differences, as determined pursuant to SFAS No. 109, “Accounting for Income Taxes,” become deductible. Management considers the reversal of 
deferred tax liabilities, projected future income, and tax planning strategies in making this assessment. Management’s evaluation of the realizability of deferred tax 
assets must consider both positive and negative evidence. The weight given to the potential effects of positive and negative evidence is based on the extent to 
which it can be objectively verified. During the fourth quarter of 2008 and in the first quarter of 2009, we recorded a valuation allowance related to the net operating 
loss carryforwards and other temporary items as we determined it is more likely than not that we will not be able to use the assets to reduce future tax liabilities. 
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Liquidity and Capital Resources 

Sources of Liquidity 

Our principal sources of liquidity are collections from our accounts receivable and our credit facility with Castle Pines Capital LLC (the “Credit Facility”), which we 
believe are sufficient to meet our short-term and long-term liquidity requirements. We use the Credit Facility to finance the majority of our purchases of inventory 
and to provide working capital when our cash flow from operations is insufficient. Our working capital increased to $15,135 at March 31, 2009 from $14,199 at 
December 31, 2008, primarily due to improved collections of accounts receivable and lower products revenues as a percent of total revenues. 

The total Credit Facility is $60,000 with an additional $10 million credit facility specifically for acquisitions (“Acquisition Facility”). Substantially all of our assets 
are pledged as collateral under the Credit Facility. Advances under the Acquisition Facility are specific to each acquisition and subject to approval by CPC based 
on pre-established criteria. There were no borrowings under the Acquisition Facility outstanding at March 31, 2009. 

As of March 31, 2009, borrowing capacity and availability were as follows: 

In addition to unused borrowing availability, liquidity at March 31, 2009 included our cash balance of $8,681. The “unused availability” is the amount not 
borrowed, but eligible to be borrowed. The borrowing base restrictions generally restrict our borrowings under the Credit Facility to 85% of the eligible 
receivables, 100% of our floorplanned inventory and 75% of Cisco vendor rebates receivable. 

We use the Credit Facility to finance purchases of Cisco products from Cisco and from certain wholesale distributors. Cisco provides 60-day terms, and other 
wholesale distributors typically provide 30-day terms. Balances under the Credit Facility that are within those respective 60-day and 30-day periods (the “Free 
Finance Period”) do not accrue interest and are classified as accounts payable in our balance sheet. To the extent that we have credit availability under the Credit 
Facility, it gives us the ability to extend the payment terms past the Free Finance Period. Amounts extended past the Free Finance Period accrue interest and are 
classified as notes payable on our balance sheet. The interest rate of the Credit Facility is the prime rate plus 0.5% (3.75% at March 31, 2009) and the interest rate 
of the Acquisition Facility is the prime rate plus 2.0% (5.25% at March 31, 2009). 

As defined in the Credit Facility there are restrictive covenants measured at each quarter and year-end regarding minimum tangible net worth, maximum debt to 
tangible net worth ratio, minimum working capital and a minimum current ratio. At March 31, 2009, we were in compliance with the loan covenants and we 
anticipate that we will be able to comply with the loan covenants during the next twelve months. If we violate any of the loan covenants, we would be required to 
seek waivers from CPC for those non-compliance events. If CPC refused to provide waivers, the amount due under the Credit Facility could be accelerated and we 
could be required to seek other sources of financing. 

Cash Flows. During the three months ended March 31, 2009, our cash decreased by $2,256. Operating activities used cash of $2,183, investing activities used $125, 
and financing activities provided $52. 

Operating Activities. Operating activities used $2,183 in the three months ended March 31, 2009, as compared to using cash of $79 in the comparable 2008 period. 
During the three months ended March 31, 2009, net income and noncash adjustments to net income provided cash of $1,034, which was offset by changes in asset 
and liability accounts using cash of $3,217. 

Investing Activities. Investing activities used $125 in the three months ended March 31, 2009, compared to $617 used during the comparable period in 2008. Our 
investing activities primarily consisted of capital expenditures of $125 in 2009 and $563 in 2008. Capital expenditures in both years were primarily related to 
purchases of computer equipment and software, and to a lesser degree, leasehold improvements. During the next twelve months, we do not expect to incur 
significant capital expenditures requiring cash, except for acquisitions, of which we cannot predict the certainty or magnitude. 

Financing Activities. Financing activities provided $52 in the three months ended March 31, 2009, as compared to using $408 in the comparable period in 2008. 
Funds provided in the three months ended March 31, 2009 were primarily from the issuance of stock under the employee stock purchase plan ($167).  The funds 
used in the comparable 2008 period were primarily used to purchase common stock under the common stock repurchase program discussed in Part II, Item 2 
($1,536), partially offset by cash generated from the exercise of stock options ($403) and excess tax benefits from stock option exercises ($601). 
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Total Credit Facility   $ 60,000 
Borrowing base limitation     (22,960)
Total borrowing capacity     37,040 
Less interest-bearing borrowings     — 
Less non-interest bearing advances     (31,512)
Total unused availability   $ 5,528 
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Item 4T. Controls and Procedures 

Under the supervision and with the participation of certain members of our management, including our Chairman of the Board, Chief Executive Officer and Chief 
Financial Officer, we completed an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-
15(e) and 15d-15(e) to the Securities Exchange Act of 1934, as amended (the “Exchange Act”)). Based on that evaluation, we and our management have concluded 
that, our disclosure controls and procedures at March 31, 2009 were effective to ensure that information required to be disclosed by us in the reports that we file or 
submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC, and are 
designed to ensure that information required to be disclosed by us in these reports is accumulated and communicated to our management, as appropriate to allow 
timely decisions regarding required disclosures. In the first three months of 2009, there has been no change in our internal control over financial reporting that has 
materially affected, or is reasonably likely to affect, our internal control over financial reporting. 

We will consider further actions and continue to evaluate the effectiveness of our disclosure controls and internal controls and procedures on an ongoing basis, 
taking corrective action as appropriate. Management does not expect that disclosure controls and procedures or internal controls can prevent all errors and all 
fraud. A control system, no matter how well conceived and operated, can provide only reasonable and not absolute assurance that the objectives of the control 
system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered 
relative to their costs. While management believes that its disclosure controls and procedures provide reasonable assurance that fraud can be detected and 
prevented, because of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and 
instances of fraud, if any, have been detected. 

PART II. OTHER INFORMATION 

Item 1. Legal Proceedings 

See Note 9 to condensed consolidated financial statements in Part I, Item 1, which is incorporated herein by reference. 

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 

Issuer Purchases of Equity Securities 

The following table provides information regarding purchases by the Company of its common stock during the first quarter ended March 31, 2009: 

On September 10, 2008, the Board of Directors authorized a common stock repurchase plan of up to $2,000 of the Company’s common stock on or before 
December 31, 2008. The purchases were required to be made 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 also requires 
the purchased shares to be retired as soon as practicable following the purchase. The plan did not obligate the Company to purchase any particular amount of 
common stock and could be suspended at any time at the Company’s discretion.  On December 3, 2008, the Board of Directors modified the existing common stock 
repurchase plan, authorizing the repurchase of $2,000 during the period January 1, 2009 to March 31, 2009.  During the three-month period ended March 31, 2009, 
19,466 shares were purchased for $66. The repurchase plan expired on March 31, 2009. 
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Period  

 
Total Number

of Shares
Purchased    

 
Average

Price Paid
per Share    

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs    

Approximate 
Dollar

Amount of Shares
That May yet be

Purchased Under 
the

Plans or Programs 
January 1 to January 31, 2009     1,500    $ 4.87      1,500    $ 1,999 
February 1 to February 29, 2009     2,200    $ 4.77      2,200      1,996 
March 1 to March 31, 2009     15,766    $ 3.04      15,766    None 
Total     19,466    $ 3.37      19,466        
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Item 6. Exhibits 

See exhibit list in the Index to Exhibits, which is incorporated herein by reference as the list of exhibits required as part of this report. 

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 
thereunto duly authorized. 
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Date: May 12, 2009 By: /s/ BRIAN FONTANA   

    Brian Fontana, Vice President
and Chief Financial Officer
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Filed Herewith or
Incorporated by

Reference From:

10.1   Renewal Amendment, effective February 11, 2009, to the Systems Integrator Agreement by and between Cisco 
Systems, Inc. and Internetwork Experts, Inc. dated November 13, 2001

  Filed herewith.

10.2   2009 INX Named Executive Compensation Plan   Filed herewith.
31.1   Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer   Filed herewith.
31.2   Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer   Filed herewith.
32.1   Section 1350 Certification of Principal Executive Officer   Filed herewith.
32.2   Section 1350 Certification of Principal Financial Officer   Filed herewith.



 
Exhibit 10.1

 
 

 
  

AMENDMENT TO THE SYSTEMS INTEGRATOR AGREEMENT

  
This Amendment (the "Amendment") to the Systems Integrator Agreement (the "Agreement") entered into by and between Cisco Systems, Inc., ("Cisco") a 
California corporation having its principal place of business at 170 West Tasman Drive, San Jose, California, 95134, and INX, Inc. ("Integrator") having its principal 
place of business at 15960 Midway Road Suite 101, Addison, TEXAS, 75001, UNITED STATES, is effective the later of 25-Jan-2009 or the date of the electronic 
confirmation message received after this Amendment is accepted (the "Amendment Effective Date").

  
WHEREAS, as of 13-Nov-2001, Cisco and Integrator entered into the Agreement, as amended (if applicable); 
  
WHEREAS, Cisco has implemented an on-line contract system; and any extension, renewal, and/or amendment to the Agreement may be in electronic format and 
accepted on-line by means of such system, (including these terms the "On-line Amendment") as described herein; and 
  
WHEREAS, in order to implement an On-line Amendment, Cisco has delivered an e-mail to an authorized officer or representative of Integrator, which e-mail 
contained a link to this On-line Amendment. By clicking on the link, Integrator was presented with this On-line Amendment, which sets forth the terms and 
conditions of the extension, renewal and/or amendment of the Agreement and contains a means for acceptance.

  
NOW THEREFORE, the parties agree to amend the Agreement as follows:

  
1. The Agreement may be extended, renewed and/or amended by electronic means by accepting terms and conditions on-line and the provisions of such 
extension, renewal and/or amendment shall for all purposes be legally enforceable and binding on the parties as if the Agreement was extended, renewed and/or 
amended in writing and signed by both parties. The On-line Amendment shall be deemed signed and thus the terms hereof agreed to, if Integrator clicks on the 
'Renew' button and thereby accepts the On-line Amendment. All references to writing or written amendments in the Agreement shall be deemed to include any On-
line Amendment, and all references to signature shall include on-line acceptance. Integrator waives any challenge to the validity or enforceability of any renewals, 
extensions and/or amendments to the Agreement or the terms of any of the forgoing on the grounds that the terms of any renewal, extension and/or amendment 
were presented on-line or electronically or acceptance of such renewal, extension and/or amendment was electronically transmitted or accepted. 
  
2. The term of the Agreement shall be renewed for an additional two (2) year period commencing on the Amendment Effective Date. If the Agreement expired prior 
to the Amendment Effective Date, any orders received and Products purchased between the date of expiration and the Amendment Effective Date shall be in all 
respects deemed made under the Agreement as in effect prior to this On-line Amendment. 
  
3. The support exhibits currently in the Agreement shall be deleted in their entireties and replaced with the relevant Support Exhibits for which Integrator qualifies 
as posted on http://www.cisco.com/web/partners/support /integrator support exhibits.html, which are incorporated into the Agreement by this reference.

  
4. The Exhibit for the Purchase and Resale of Cisco Transactional Advanced Services, posted on http://www. cisco. com/web/partners/support/integrator support
exhibits. html, is incorporated into the Agreement by this reference (collectively with the above relevant Support Exhibits in paragraph 3, the "New Exhibits"). 
  
5. To the extent that there are any pre-existing exhibits ("Superseded Exhibits") in the Agreement dealing with subject matters which in Cisco's reasonable opinion 
are materially similar to those of the New Exhibits, then: (a) such Superseded Exhibits are hereby superseded by the appropriate New Exhibits, and (b) all references 
to such Superseded Exhibits shall be regarded as references to the appropriate New Exhibits. This paragraph applies without affecting the generality of paragraph 
8 below.
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6. Integrator represents and warrants that before clicking on the 'Renew' button as described in paragraph 1 above, it: (a) has obtained copies of all applicable New 
Exhibits by downloading such New Exhibits from http://www. cisco. com/web/partners/support/integrator support exhibits. html, or otherwise requesting them 
from Cisco, and (b) has read and understood, and accepts, the terms and conditions set forth in such New Exhibits.

  
7. It is acknowledged that in entering into this On-line Amendment, Cisco has relied upon Integrator's representation and warranty in paragraph 6 above. 
  
8. To the extent that there is conflict between the Agreement and this On-line Amendment, the terms of this On-line Amendment shall take precedence over the 
terms and conditions of the Agreement with regards to the subject matter described herein.

  
9. Appendix A ("Compliance with Anti-Corruption Laws") is incorporated into this On-Line Amendment. 
  
10.  All other terms and conditions of the Agreement remain unchanged and in full force and effect.

  
The parties hereto have caused this On-line Amendment to be accepted on-line or signed by its duly authorized officer or representative as of the Amendment 
Effective Date.

  



  
Appendix A

  
Compliance with Anti-Corruption Laws 

  
In connection with the sale or distribution of Cisco Products or Services, or otherwise in carrying out its obligations under this Agreement, Integrator represents 
and warrants the following:

  
(a) Integrator will comply with all country, federal, state and local laws, ordinances, codes, regulations, rules, policies, regulations and procedures, including, 
without limitation, all anti-corruption laws, including, the U.S. Foreign Corrupt Practices Act (Applicable Laws). Integrator can find more information about the 
FCPA at the following URL: http://www.usdoj.gov/criminal/fraud/docs/dojdocb. html, or by contacting
publicsectorcompliance@cisco. com.

  
(b)  Integrator shall not take any action or permit or authorize any action in violation of the Applicable Laws;

  
(c)   Integrator will not use money or other consideration paid by Cisco (and Integrator will not use its own money on Cisco's behalf) for any unlawful purposes, 
including any purposes violating Applicable Laws, such as direct or indirect payments, for the purpose of assisting Cisco in obtaining or retaining business, to 
any of the following: 
  

 
(d)   Upon request by Cisco, Integrator will require that its own subcontractors, consultants, agents or representatives execute a written compliance statement 
containing substantially similar representations as are contained in this section.

  
(e)    Integrator's record keeping obligations, set forth in the "Audit" provision in the Agreement, shall apply equally to Integrator's representations and warranties 
in this section, and Cisco's audit rights, as set forth herein, apply to Integrator's compliance with the Applicable Laws; 
  
(f)    In no event shall Cisco be obligated under this Agreement to take any action or omit to take any action that Cisco believes, in good faith, would cause it to be 
in violation of any laws of the Territory(ies) identified in this Agreement or the Applicable Laws. 
  
(g)   The owner(s), principals, directors, officers and employees of Integrator's business are not government officials or employees (at any level of government); 
  
(h)   The owner(s), principals, directors, officers and employees of Integrator's business are not employees of Cisco(including any of its affiliated companies); 
  
(i)    Integrator, its owner(s), principals, directors and officers have not been formally charged with, convicted of, or plead guilty to, any offense involving fraud or 
corruption;

 
(j)    Integrator, its owner(s), principals, directors and officers have not been listed by any government or public agency(such as the United Nations or World 
Bank) as debarred, suspended, or proposed for suspension or debarment or otherwise ineligible for government procurement programs; 
  
(k)   Integrator has not offered to pay, nor has Integrator paid, nor will Integrator pay, any political contributions to any person or entity on behalf of Cisco; 
  
(l)    If Integrator is a non-governmental entity, it will notify Cisco in writing if any of its owners, principals, directors, officers, or employees are or become during 
the term of this Agreement officials, officers or representatives of any government, political party or candidate for political office outside the United States and are 
responsible for a decision regarding obtaining or retaining business for Cisco Products or Services by such government. Integrator will also promptly inform Cisco 
if any other portion of the statements set forth in sections (g) through (k) in this Appendix A changes.

  
(m)  Notwithstanding any other provision in this Agreement, Cisco may terminate this Agreement immediately upon written notice if Integrator breaches any of the 
representations and warranties set forth in this section. Integrator will indemnify and hold harmless Cisco for any violation by Integrator of any Applicable Laws. 
  
(n)   Integrator can report to Cisco any concerns it may have regarding any business practices by emailing ethics@cisco.com, or by calling Cisco ' s Helpline 
toll free number in North America 1-877-571-1700 or worldwide number (reverse calling charges to Cisco) 001-770-776-5611. Contact ethics@cisco.com for 
other available regional hotline numbers.

  

● government officials (including any person holding an executive, legislative, judicial or administrative office, whether elected or appointed, or of any 
public international organization, such as the United Nations or World Bank, or any person acting in any official capacity for or on behalf of such 
government, public enterprise or state-owned business); 

● political parties or party officials, 
● candidates for political office, or 
● any person, while knowing that all or a portion of such money or thing of value will be offered, given or promised, directly or indirectly, to any of the 

above-identified persons or organizations. 



(o)   Integrator has read and agrees to act consistently with Cisco's" Compliance with Global Anticorruption Laws

  
by Cisco's Partners," a copy of which is included in the click to accept contract renewal tool, and which is also published at http://www.cisco.com/legal/anti 
corruption. html.

  
I hereby confirm that I have read the Renewal Amendment and confirm that I am authorized to accept the Renewal Amendment on behalf of my company. 
  
 
SIGNATURE
 
Transaction Id :
 
Transaction Timestamp :
 
Transaction Status :
 
Answer the following for Channel Partner ' s 
verification

 
Name : 

 
Title 

 
Email : 

   
 
19632637
 
1 1-FEB-2009 09:04:44 AM -08:00 UTC 
 
Accepted
 
 
 
PAUL KLOTZ
 
COO
 
paul.klotz@inxi.com

     
     
1.  Either:    
     
a).    The owner(s), principals, directors, officers and 
employees of Channel Partner's business 
("Owners/Management") are not government officials 
or employees (at any level of government) or

   

     
b).    If, during the term of this Agreement, one or more 
of the Owners/Management is or becomes an official, 
officer or representative of any government, political 
party or candidate for political office outside the 
United States and is responsible for a decision 
regarding obtaining or retaining business for Cisco 
Products or Services by such government or 
governmental entity, Channel Partner will notify Cisco 
in writing;

  a)

     
2.  The Owners/Management of Channel Partner are 
not employees of Cisco (including any of its 
affiliated companies)

  Agree

     
3.  Neither the Channel Partner nor the 
Owners/Management of Channel Partner has been 
formally charged with, convicted of, or plead guilty to, 
any criminal offense involving fraud or corruption

  Agree

     
4.  Neither the Channel Partner nor the 
Owners/Management of Channel Partner has been 
listed by any government or public agency (such as 
the United Nations or World Bank) as debarred, 
suspended, or proposed for suspension or debarment 
or otherwise ineligible for government procurement 
programs

  Agree

     
5.  Neither the Channel Partner nor the 
Owners/Management of Channel Partner has offered to 
pay, nor has Channel Partner paid, any 
political contributions to any person or entity on 
behalf of Cisco

  Agree

     
6.  Channel Partner will promptly inform Cisco if any 
portion of this verification changes (e.g., an owner of 

  Agree



 
  
 

Channel Partner ' s business becomes a government 
official)
     
SIGNATURE    
     
Name :    Ted Hull
     
Title:   VP, Finance
     

Signature image

 

 
     
Transaction Id :    19657189
     
Transaction Timestamp :    
     
Transaction Status :    Accepted



Exhibit 10.2

  
2009 INX Named Executive Compensation Plan

  
This document sets forth the executive compensation plan for 2009 for the three top executives of INX:  Jim Long, Mark Hilz and Brian Fontana (the "Named 
Executives"). 
  
Prior to 2009 the executives were paid a salary and a Quarterly Cash Bonus, and from time to time received certain equity grants.  There are substantial changes to 
the compensation plan for 2009 as set forth herein. 
  
For 2009 the executive compensation will consist of five components, base salary, equity compensation, a Quarterly Cash Bonus, an annual bonus based on 
operating income and a bonus related to the performance of any acquisitions closed in 2009.  The acquisition bonus actually will span two years following any 
acquisitions closed during 2009. 
  
1.  Base Salary. 
  
For 2009 the salary levels were left unchanged as compared to 2008 levels due to the current negative economic environment. 
  
2.  Equity Compensation. 
  
The Company is making a somewhat larger grant of equity for 2009 than for prior years, and as compared to what it is  likely to grant in future years in terms of the 
quantity of shares.  This grant is being done in part because of the fact that the Company is not providing any salary increase, and is decreasing the percentage of 
the quarterly cash bonus in the prior year,  and to  provide an increased financial incentive to the executive team to improve shareholder value in the difficult 
economic and market conditions. 
  
The Company is granting a total of 176,000 restricted shares of INX common stock in total to the three Named Executives as set forth below. 
  

 
A portion of the grant to Hilz and Fontana, (12,500 shares for Hilz and 13,500 shares for Fontana), or 26,000 in total, will vest immediately and will have a restriction 
on sale for a period of one year following the grant.  The balance of the shares will vest ratably over five years, with 1/5 vesting upon the anniversary date of the 
grant each year. 
  
3.  Quarterly Cash Bonus. 
  
As in prior year plans, the compensation plans for the Named Executive Officers for 2009 included a quarterly bonus, payable in cash, calculated as a percentage 
of base salary, and determined based upon financial performance of the Company as compared to a target set forth by the Compensation Committee (the 
"Quarterly Cash Bonus"). In order reduce the Quarterly Cash Bonus as compared to the plan that was utilized prior to 2009, which will be compensated by two new 
potential bonuses as set forth below, the Company is reducing the total pay-out of the Quarterly Cash Bonus for 2009 as compared to prior year levels. 
  
The prior bonus plan paid a Quarterly Cash Bonus ranging from 0% of quarterly salary to as high as 90% of quarterly salary based upon attainment of financial 
goals.  For 2009 the Quarterly Cash Bonus can range from zero percent of quarterly salary to as high as 50% of quarterly salary based upon actual financial results 
as compared to the target set forth by the Compensation Committee. 
  
The plan for 2009 will be based upon "Adjusted Operating Income", which is defined for these purposes as Operating Income, calculated in accordance with 
GAAP, minus two non-cash normal recurring expenses, 123R equity-based compensation and depreciation/amortization. 
  
The Quarterly Cash Bonus will be calculated based upon a two-quarter rolling average of actual results compared to a two quarter rolling average of the target set 
by the compensation committee. 
  

  Shares 
Jim Long 50,000 
Mark Hilz 72,500 
Brian Fontana 53,500 



For 2009, the "target" is a percentage amount equal to the annualized ratio of a two-quarter rolling average of Adjusted Operating Income divided by "Operating 
Capital" used in the operations of the business during the two quarter period.  "Operating Capital" is defined as the average capital used in the operations of the 
business during the period, using the average at the beginning and end of each quarterly period, and being defined as total stockholder's equity, plus debt, minus 
cash.  The resultant ratio is multiplied by four to "annualize" the result of the rolling two-quarter result.  By way of example, if the average Adjusted Operating 
Income for a particular two-quarter rolling average was $1,000,000, and average stockholder's equity, debt and cash for such two-quarter period was $20,000,000, 
$100,000 and $10,000,000, respectively, then the annualized "Adjusted Operating Return on Operating Capital" would be 39.6% ($1,000,000 / $10,100,000 * 4).  The 
Quarterly Cash Bonus earned in this example would be 31% of the quarterly salary of the three Named Executives. 
  
The Quarterly Cash Bonus can range between zero and 50% of quarterly salary  When setting the matrix for determination of the Quarterly Cash Bonus for 2009, 
the Compensation Committee considered the impact of the current constrained economic conditions. 
  
For the four quarters of 2009, with the bonus for each quarter being based upon the average of the actual 2009 quarter and the immediately preceding quarter, the 
bonus amount will be the percentage of quarterly salary set forth in the table below. 
  

 
4.  Annual Operating Income Bonus: 
  
For 2009 we are introducing a new additional bonus, the "Annual Operating Income Bonus".  This bonus is intended to provide a financial motivation to the 
Named Executives to maximize operating income, as well as the ratio of operating income to Operating Capital (as defined above). 
  

    Bonus As A
Adjusted Operating   Percentage Of

Return On Operating Capital   Quarterly Salary
          

0% - 10%   0%
10% - 12%   2%
12% - 14%   3%
14% - 16%   5%
16% - 18%   6%
18% - 20%   7%
20% - 22%   9%
22% - 24%   11%
24% - 26%   13%
26% - 28%   15%
28% - 30%   17%
30% - 32%   19%
32% - 34%   22%
34% - 36%   25%
36% - 38%   27%
38% - 40%   31%
40% - 42%   34%
42% - 44%   38%
44% - 46%   42%
46% - 48%   46%
48% - 50%   49%

> - 50%   50%



This bonus will be payable after the completion and reporting of the 2009 financial results and will be payable half in cash at minimum, and up to half in shares of 
INX common stock (at the Company's discretion).  Any shares issued as a part of the bonus will be immediately vested. 
  
50% of this bonus pool will be distributed among the three Named Executives in a pre-determined fixed manner as set forth in the table below. 
  
  

  
The other 50% of such bonus pool will be payable to the three Named Executives based upon their contribution to the results, as determined by the compensation 
committee immediately prior to the bonus being paid. 
  
The percentage of operating income in the bonus pool will be based upon the average of the four quarters of 2009 Adjusted Operating Return On Operating 
Capital utilized for the calculation of the Quarterly Cash Bonus for each of the 2009 quarters.  The actual dollar amount of the bonus pool will be the percentage of 
GAAP operating income (adjusted only for extreme unusual non-cash charges determined solely at the discretion of the Compensation Committee) associated with 
the level of Adjusted Operating Return on Operating Capital as set forth in the table below. 
  

  

  % of Total 
Jim Long 30% 
Mark Hilz 40% 
Brian Fontana 30% 

Adjusted   % of GAAP
Operating Return   Operating Income

On Operating Capital   In Bonus Pool
          

0% - 10%   3.00%
10% - 12%   3.14%
12% - 14%   3.29%
14% - 16%   3.44%
16% - 18%   3.59%
18% - 20%   3.75%
20% - 22%   3.92%
22% - 24%   4.08%
24% - 26%   4.26%
26% - 28%   4.44%
28% - 30%   4.62%
30% - 32%   4.81%
32% - 34%   5.01%
34% - 36%   5.21%
36% - 38%   5.42%
38% - 40%   5.63%
40% - 42%   5.85%
42% - 44%   6.08%
44% - 46%   6.31%
46% - 48%   6.55%
48% - 50%   6.80%

> - 50%   7.00%



5.  Acquisition Bonus: 
  
The "Acquisition Bonus" is bonus designed to provide the Named Executives with a financial incentive to find, negotiate, close, and then effectively integrate and 
manage acquisitions. 
  
This bonus will be paid in two components, the first component being payable as soon as practicable following the completion of the financial statements 
reflecting the first full twelve months of operations of the subject acquisition following the closing of the transaction (the "First Year"), and the second component 
being payable as soon as practicable following the completion of the financial statements reflecting the second full twelve months of operations of the subject 
acquisition (the "Second Year"). 
  
This bonus will be paid half in cash at minimum, and up to half in shares of INX common stock (at the Company's discretion). Any shares issued as a part of the 
bonus will be immediately vested. 
  
The Acquisition Bonus will be paid to the three Named Executives out of a "bonus pool" that is based upon the direct operating income, calculated in accordance 
with GAAP, generated by the acquired operations in a subject period of time (the "Acquisition Bonus Pool"). 
  

  

  
The Acquisition Bonus will be paid 50% in a fixed, pre-determined manner (the same split between the executive manager team members as set forth in the table in 
the Operating Income Pool Bonus section above.  The other 50% of such bonus pool will be distributed to the three Named Executives based upon their 
contribution to the transaction, as determined by the compensation committee immediately prior to the payment of the Acquisition Bonus. 
  
In order for an executive to receive a distribution of the Acquisition Bonus Pool for a particular year following a particular acquisition, the executive must be 
employed by INX during the entire 12-month period for which such yearly bonus distribution is being made. 
  
 
 

  ·  For the First Year, the Acquisition Bonus Pool will be a dollar amount equal to 10% of the operating income attributable by the subject 
acquisition during the subject year, excluding any allocation of corporate-level overhead expenses, over and above a threshold of 8% of the 
total purchase price (including any earn-out paid or expected to be paid related to the subject year performance) 

  ·  For the Second Year, the Acquisition Bonus Pool will be a dollar amount equal to 10% of the operating income attributable by the subject 
acquisition during the subject year, excluding any allocation of corporate-level overhead expenses, over and above a threshold of 12% of the 
total purchase price (including any earn-out paid or expected to be paid related to the subject year performance) 



 
Exhibit 31.1

Rule 13a-14(a)/15d-14(a) Certification of Principal Executive Officer 

I, James H. Long, certify that: 

1. I have reviewed this quarterly report on Form 10-Q of INX Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure 
that material information relating to the registrant, including its consolidated subsidiaries, is made known to me by others within those entities, particularly 
during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of 
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal 
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s 
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to 
adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over 
financial reporting. 

 
 

Date: May 12, 2009 By: /s/ JAMES H. LONG  
    James H. Long,  
    Chief Executive Officer  



Exhibit 31.2

Rule 13a-14(a)/15d-14(a) Certification of Principal Financial Officer 

I, Brian Fontana, certify that: 

1. I have reviewed this quarterly report on Form 10-Q of INX Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements 
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial 
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act 
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure 
that material information relating to the registrant, including its consolidated subsidiaries, is made known to me by others within those entities, particularly 
during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance 
with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of 
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal 
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s 
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions): 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to 
adversely affect the registrant’s ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over 
financial reporting. 

 
 

Date: May 12, 2009 By: /s/ BRIAN FONTANA  
    Brian Fontana, Vice President  
    and Chief Financial Officer  



Exhibit 32.1

Section 1350 Certification of Principal Executive Officer

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of INX Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2009 (the “Report”), as filed with the Securities 
and Exchange Commission on the date hereof, I, James H. Long, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant 
to §906 of the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company. 

May 12, 2009 

 
 

By: /s/ JAMES H. LONG  
  James H. Long  
  Chief Executive Officer  



Exhibit 32.2

Section 1350 Certification of Principal Financial Officer

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of INX Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2009 (the “Report”), as filed with the Securities 
and Exchange Commission on the date hereof, I, Brian Fontana, Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as 
adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that: 

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company. 

May 12, 2009 

 

By: /s/ BRIAN FONTANA  
  Brian Fontana, Vice President  
  and Chief Financial Officer  


