
S e rv e r-based remote access 

is a vital dimension of remote

access…For total server-based

ports, Digi is the market leader

with a 46.3 percent share. 

“





Digi is a key ingredient in the combination of

open operating systems and high-performance

PCs which provide server-based remote access.

I n d u s t ry leaders, such as Microsoft, Novell,

Compaq, Hewlett-Packard, IBM and Sun

Microsystems, are helping to drive this trend.





We began 1997 with a clear objective in mind: to return to

consistent profitability. This required that we reexamine our

mission, refocus our products, restructure our organization

and then execute to a plan. 

In earlier communications, we have referred to Digi’s

multiple actions as “work in progress.” I’m happy to report

that these actions are beginning to positively affect the 

profitability of the Company and, in turn, stockholder value. 

Digi International is a communications

c o m p a n y. T h e re are many subsets and oppor-

tunities within that wide field of possibilities.

Di g i’s strengths lie in our understanding of

various communications protocols, operating

systems, PC arc h i t e c t u res and applications for

high bandwidth data traffic. Digi is both a

h a rd w a re and a software company with our ultimate competi-

t i veness derived from our knowledge and implementation of

s o f t w a re which produces high performance data streams at ve ry

little taxation of CPU capabilities. These skills and know l e d g e

p rovide a ve ry attractive foundation for the creation of a long-

term strategy in a market that has great profit potential.

The subset of the networking industry where Digi is re -

focusing and currently commands important market share is

open systems, server-based communications

for remote access — a market that is being

fueled by the growth of intranets and the

In t e r n e t .

Digi is the beneficiary of significant

momentum occurring in the remote access

market. Adopting an open systems, server-

based communications strategy for remote

access does not require that Digi wait for



new industry standards to be set, for new technology to be

developed, for new wiring structures to be installed or for new

partnerships to occur.

While gaining momentum, it is a market in which 

Digi has already developed products and partnered for 

several years with open operating system companies like

Microsoft and Novell and server-platform companies such 

as Acer, Compaq, Hewlett-Packard, IBM, Micron and Sun

Microsystems. According to International Data Corporation

(IDC), a market research firm, Digi is a key component in 

the trend under way in which the operating system and PC

provide server-based remote access. We are already capitalizing

on opportunities in this evolving market.

While our focus on server-based communications posi-

tions us for the future in the remote access market, we are

encouraged by the strength of the multiuser, UNIX-based 

systems business, which has been our core market, and the

solid growth experienced by our Mi LAN Technology Di v i s i o n ,

which provides physical layer and print server products for

LANs. These historical markets continue to provide Di g i’s 

c u s t o m e rs — VARs, systems integrators and OEMs —with a

wide range of LAN and WAN products to support their data

communications re q u i re m e n t s .

We took restructuring actions and a $10.5 million charge

in Digi’s second fiscal quarter as we refined this strategy to

reinvigorate the Company. We consolidated our North

American locations in Minneapolis, Minn., and Sunnyvale,

Calif., and combined overall research and development and

manufacturing at these sites. At the same time, we added sales

offices in London and Paris to expand our focus in Europe. In

addition, we decentralized marketing activities and technical

support into our three geographic regions: North America,

Europe and Latin America/Pacific Rim. This allows us to be

more focused on individual region requirements and more

timely in responding to customers.

The Company divested non-strategic product lines and

reduced our workforce by approximately 33 percent to 481

employees by fiscal year end, through a combination of 

workforce reductions and normal attrition. Layoffs are always

difficult, but we recognized that our cost structure was too

high. Our current employee base is ably performing the

Company’s critical functions as we go forward.

Digi management intentionally made efforts to reduce

inventory levels in our distribution channel throughout the

fiscal year. The Company has continued this effort during the

first quarter of fiscal 1998, which ends December 31, 1997.

This will reduce our dependence on rebates and other incen-

tives in the distribution channel and ultimately result in a

positive impact on gross margins. Channel reduction efforts

so far have been successful and have occurred as planned.

Digi is also making a major investment to upgrade its

management information system. This will provide compre-

hensive reporting systems, greater internal visibility and

increased ability to forecast. An ongoing effort during this

past year, we expect the system to be on line in early calendar

year 1998. We are also upgrading our customer support

systems to continue to be highly responsive to our customers.

We believe that sequential monthly and quarterly trends,

more than anything, reflect our commitment to execute to 

the plan. We are pleased to report that these trends have

significantly improved.

For the three months ended September 30, operating

income increased 46 percent to $4.6 million from $3.2 

million in the year-ago period. For the same period, operating

expenses declined 30 percent to $16.4 million from $23.3

million in the year-ago period. Digi’s cash position, at

September 30, 1997, improved over 250 percent to $31.3

million from $8.9 million one year ago. Accounts receivable at

September 30, 1997, were $25.6 million, down 40 percent

from $42.9 million in the year-ago period, and inventory

levels were $23.7 million, a 29 percent decrease from $33.4

million last year.

Digi still has no debt.

One final action allows us to refocus more closely on 

our new strategy. Digi continued to monitor its investment 

in Ae t h e r Wo rks Corporation, a development stage company

engaged in the development of wireless and dial-up re m o t e

access technology. During the fiscal fourth quart e r, the



Company concluded that the most appropriate action was to

write off its remaining investment in Ae t h e r Wo rks and to

a c c rue all the remaining future obligations to Ae t h e r Wo rk s .

This decision was the result of the significant uncert a i n t y

re g a rding the future of Ae t h e r Wo rks as demonstrated by

their inability to generate positive cash flow or obtain 

other sources of equity financing. The write off of the

Ae t h e r Wo rks investment is reflected in Di g i’s fiscal fourt h

q u a rter and year-end re s u l t s .

C l e a r l y, our goal in fiscal 1998 will be to grow the top line

as we continue to manage the bottom line. We are poised to

do that with a product road map that is both historically 

consistent and aggre s s i vely positioned to take advantage of our

m a rket leadership in server-based communications for re m o t e

access. Our goals for this product direction are straightforw a rd :

· To be consistently seen as a state-of-the-art provider of data

communications products,

· Continue to differentiate via software,

· Optimize large scale integration as a cost-reduction 

technique,

· Offer enhancements, improvements and additional 

added-value features, and

· Focus on popular technologies, operating systems and 

PC architectures.

Dino G. Kasdagly recently joined Digi as senior vice

president of development after 17 years at IBM. In his new

role, he is responsible for guiding the Company’s engineering

and product development efforts. Dino joins Jon Killmer,

senior vice president, chief financial officer and treasurer,

Doug Glader, senior vice president, manufacturing operations,

and others on the executive management team. They, along

with all of our valued employees, are making significant

strides in reshaping the new Digi. We are gratified by our

progress to date.

It is incumbent upon the whole team to continue to 

execute to the plan we have established. Stockholders can be

confident that dependable performance and enhanced stock-

holder value are overriding goals in fiscal 1998.

In the remaining sections of this annual report, we review

our operating and financial performance, and we also describe

the server-based remote access market, the momentum that

we see emerging, the view of industry analysts and our posi-

tion in this market. I encourage you to review the sections

carefully so you have a better picture of the new Digi that 

is emerging.



Digi believes the fundamental driver of its current 

and future growth will be the increase in demand for

open systems, serv e r-based communications ports for

remote access. This approach is flexible, expandable,

c o s t - e ffective — and offers the VAR additional oppor-

tunities to sell solutions.



Q

Communications is now at the core of business computing.

Communications is now at the core of business computing. That is a major shift. As part of this shift, the most important trend

to affect Digi is the emergence of server-based remote access as a viable and significant market.

The trend is being driven primarily by Microsoft and Novell, and by PC platform vendors, such as Compaq, IBM, HP and 

Sun, who all see the opportunity for using the PC as a communications device, not just a computing device. That opens up new

markets for them and for Digi. 

Server-based remote access, which is a subset of the general remote access market, connects telecommuters, mobile workers and

branch offices to corporate LANs, or branch offices to other branches or makes the connections to the Internet.

Electronic mail, file transfer, database access, network management and administration, workgroup applications and order entry

are among the most important applications for remote access as well as corporate Internet and Web server access. 

Server-based remote access products compete with stand-alone remote access solutions on the basis of price, server-platform 

compatibility and the potential to offer greater operating system integration.

A



There are several ways to look at the market, based on either the number of communications ports sold 

(Digi’s part of the server-based remote access solutions) or from an overall size, including all components. The

Aberdeen Group suggests that server-based RAS ports will reach just over 27.5 million units by 2003. This 

represents a CAGR of 52 percent over the forecast period (1997-2003).*

Q
A

Q

A

The components of server-based remote access include an open (not proprietary) operating system such as

Microsoft Windows NT or Novell NetWare, and its RAS (remote access server) software, such as Windows NT

RAS or NetWare Connect; plus a PC-based server platform and communication interface cards.

These network servers, operating systems and adapter cards are combined to create:

· remote access servers · routers

· World Wide Web servers · SNA gateways

The transmission medium for remote access are POTS (Plain Old Telephone Service), digital phone service

(ISDN — Integrated Services Digital Networks), Frame Relay and X.25.

Di g i’s component in this solution is the communications interface card (sometimes called the communications

adapter). This component provides multiple communications ports and transmits the data traffic that is mov i n g

onto or off the network via dial-in/dial-out activities.

* Reprinted by permission of the Ab e rdeen Gro u p, Inc., Boston, MA.







A server-based remote access solution can be as little as

one-half the cost per communications port of a stand-

alone remote access system.

Server-based remote access solutions leverage:

· existing PC-server platforms · users who already know and are trained on the system

· existing open system, network operating systems · support staff who already maintain the existing system

Ab s o l u t e l y. Users choose the components for their current needs. PC server-based platforms host the widest range of solutions. It 

is easy to upgrade processors, communications ports and protocols — because they are all based on open, not closed (pro p r i e t a ry ) ,

i n d u s t ry standards. Open APIs (application programming interfaces) mean freedom from dependence on a single ve n d o r.

With server-based solutions, users can start small and scale up easily as needs change. They are flexible. Users can start with

modems today and add ISDN tomorrow. Sh a red communications ports mean more cost-effective communications. A serve r - b a s e d

solution allows users to consolidate functions onto fewer platforms, and tight integration with the network operating system means

full value from the NOS.

And server-based solutions are extremely cost-effective. A server-based remote access solution can be as little as one-half the cost

per communications port of a stand-alone remote access system.

Q
A

Q
A



Look at the history of the computing industry. All computing devices start out as proprietary

(closed) systems. But soon users begin to demand more. They want open systems, industry standard

alternatives that are viable and cost-effective. They want more flexibility in the product. They want

to mix and match and upgrade easily. They do not want to rely on a single vendor. They want the

freedom that open systems bring. Server-based solutions give them these options. It happened with

mainframes and operating systems and applications. And it is happening with remote access.

Q

A





IDC suggests that Digi holds almost 50 percent market

share…as of September 30, Digi passed the threshold of

selling two million remote access ports.

IDC suggests that Digi holds almost 50 percent market share — the largest installed base of server-based remote access 

communications interface cards. As of September 30, Digi passed the threshold of selling two million remote access ports.

Digi has long-term and ongoing strategic relationships with platform and network operating system vendors and has the widest

range of communication interface cards available for server-based remote access, including:

· asynchronous products for analog modems (POTS) · PRI (Primary Rate Interface) ISDN

· BRI (Basic Rate Interface) ISDN · synchronous products for Frame Relay and X.25

Q
A



For busy, growing or congested LANs.
Products reside directly on a LAN to
allow networks to grow and change
without rewiring. These interconnec-
tions can convert, speed up or switch
traffic activity on the LAN to enhance
performance.

Print sharing provides multiprotocol
access to any Ethernet or Token Ring
network; especially suitable for heavy
graphics activity.

Transceivers

Media Converters

Modular MicroHubs

Modular Repeaters

Micro Modules

Fast Ethernet Products

Print Servers

Dial-in/dial-out access to corporate
LANs from home or on the road,
Internet access, point-of-sale (POS),
inventory control, data collection and
dissemination, factory automation,
office automation, BBS (bulletin board
systems).

232/422 Asynchronous 
Serial Port Boards 

Terminal Server Connectivity

RAS Concentrator

Integrated Solutions

Synchronous Boards

ISDN Network Interface Cards





The following table sets forth selected information derived from the Company’s Consolidated Statements of Operations,

expressed as a percentage of net sales.



addition, the Company has increased its re s e rves for excess and

obsolete inventories by approximately $1.5 million in 1997

versus 1996. Such re s e rves increased by approximately $.7 

million in 1996, in comparison to 1995.

Operating expenses for 1997 declined 7.5% from operat-

ing expenses for 1996, without consideration of the approx i-

mately $10.5 million re s t ructuring charge re c o rded in 1997.

Such decline was due to decreased marketing costs and cost

savings achieved through consolidation of re s e a rch and deve l-

opment efforts, as well as a reduction of funding levels for new

p roduct development. The 1996 operating expenses incre a s e d

36.3% over 1995 levels due to expansion of the Company’s

i n f r a s t ru c t u re and increased product development costs.

The re s t ructuring charge of approximately $10.5 million,

re c o rded in the second quarter of fiscal 1997, related to a

B o a rd - a p p roved plan that simplified operations, increased con-

solidation and reduced costs and expenses. The plan included

the closing of the Cleveland, Ohio manufacturing facility, the

reduction of selected product lines and the consolidation and

closing of the Torrance, California and Nashville, Te n n e s s e e

re s e a rch and development facilities. These costs included: (i)

write downs of the carrying values of fixed assets related to the

closed manufacturing and re s e a rch and development facilities,

(ii) write downs of carrying values of goodwill and identifiable

intangible assets (primarily licensing agreements related to the

discontinued product lines) and related inventories and (iii) sev-

erance costs associated with the elimination of 105 positions.

Subsequent to the actions covered by the restructuring

charge, the Company has made additional headcount reduc-

tions and has consolidated other research and development

activities into its Minneapolis facilities. Actual headcount for

the Company as of September 30, 1997 was 481, down from

714 at January 31, 1997.

The Company expects that operating expenses for fiscal

1998 will remain at levels similar to or slightly higher than the

$16.4 million incurred in the fourth quarter of fiscal 1997.

Other income for 1997 declined by 53.6% from 1996

levels due primarily to increased losses on disposal of capital

assets, principally at its research and development location in

Cleveland. Other income for 1996 declined by 83.0% from

1995 levels due primarily to lower interest income resulting

from a decrease in invested funds as well as losses on disposal

of capital assets.

The decrease in net sales from 1996 to 1997 of $27.6

million and the increase in net sales from 1995 to 1996 of

$28.2 million were dispersed between the Company’s two

principal product groups as follows:

Net sales for 1997 we re lower than those for 1996 due to

a conscious effort by the Company to reduce inve n t o ry leve l s

in the distribution channel. In addition, sales for 1997 we re

net of customer rebates of $3.5 million, as compared to re b a t e s

of $2.7 million for 1996. Net sales for 1996 we re higher than

those for 1995, primarily due to increased vo l u m e .

Net sales to original equipment manufacturers (OEMs),

as a percentage of total net sales, rose to 23.5% for 1997, as

compared to 20.3% in 1996. Net sales to OEMs for 1995

were 22.9%. The Company expects the OEM portion of the

Company’s business for fiscal 1998 to remain relatively stable

with the 1997 level.

Net sales to the distribution market, as a percentage of

total net sales, declined to 64.1% for 1997, as compared to

65.5% in 1996. This decline was a result of a conscious effort

by the Company to reduce inventory levels in the distribution

channel. Net sales to the distribution market for 1995 repre-

sented 61.2% of total net sales.

The effort by the Company to reduce inventory levels 

in the distribution channel has continued through the first

quarter of fiscal 1998, ending December 31, 1997.

During fiscal years 1997, 1996 and 1995, the Company’s

net sales to customers outside the United States, primarily in

Europe, amounted to approximately $39.6 million, $39.9

million and $33 million, respectively, comprising approxi-

mately 23.9%, 20% and 20%.

Gross margin for 1997 declined to 48.4%, as compared 

to 51.8% and 52.2% for 1996 and 1995, re s p e c t i ve l y. Su c h

decline in 1997 was principally due to the increase of OEM

and physical layer product net sales as a percentage of total net

sales. OEM and physical layer products generally contribute

l ower gross margins, as compared to sales to the distribution

channel and sales of multiuser and remote access products. In



In connection with the purchase of conve rtible notes fro m

Ae t h e r Wo rks Corporation, a development stage company

engaged in the development of wireless and dial-up re m o t e

access technology, the Company has the ability, under cert a i n

conditions, to conve rt its investment into a majority of

Ae t h e r Wo rk s’ common stock. The Company has re p o rted its

i n vestment in Ae t h e r Wo rks on the equity method and has

re c o rded net losses of $5.8 million and $3.6 million, re s p e c-

t i ve l y, for 1997 and 1996. These net losses re p resent 100% 

of Ae t h e r Wo rk s’ losses for such years. The percentage of

Ae t h e r Wo rk s’ net losses included in the Company’s financial

statements is based upon the percentage of financial support

p rovided by the Company (versus other investors) to

Ae t h e r Wo rks during such ye a r s .

In connection with the financing arrangement, the

Company has also guaranteed $3,060,000 of lease obligations

of Ae t h e r Wo rks. In addition, the Company has also leased to

Ae t h e r Wo rks $1,325,000 of computer equipment under a

t h re e - year direct financing lease.

On October 14, 1997, the Company entered into a re v i s e d

note agreement with Ae t h e r Wo rks, that clarifies and limits the

C o m p a n y’s financial commitment for the purchase of conve rt-

ible notes of up to a maximum of $13.8 million, which would

result in the Company’s ownership interest upon conversion 

of 62.7% based on Ae t h e r Wo rk s’ present capitalization. T h e

revised agreement, howe ve r, also provides for payments, at the

d i s c retion of Ae t h e r Wo rks, on the outstanding conve rt i b l e

notes of up to $7.2 million in exchange for a reduction in the

C o m p a n y’s potential ownership interest, upon conversion, to

19%. The revised note agreement, among other things, re s c i n d-

ed previous technology transfer and manufacturing agre e m e n t s .

Because of the significant uncertainty of the future of

Ae t h e r Wo rks Corporation, as demonstrated by its lack of gen-

erating positive cash flow, obtaining other sources of equity

financing and its continued uncertainty in developing com-

m e rcially marketable products, the Company decided, as of

September 30, 1997, to write off its remaining investment of

$2.4 million in Ae t h e r Wo rks, and to accrue and expense its

remaining future obligation to purchase additional notes of

$2.0 million. In addition, the Company has also accrued $1.4

million for its probable obligations resulting from its guaran-

tees of certain Ae t h e r Wo rk s’ lease obligations.

The Company recorded a $.1 million tax provision for

1997, even though it has reported a pre-tax loss for the year.

Such provision was necessary due to the non-deductibility of

certain intangible assets written off as part of the restructuring

charge, the AetherWorks operating losses, and the related

investment write off. In addition, the Company has also 

provided additional provision in connection with an IRS

examination of certain tax returns filed in prior years. The

Company’s effective income tax rate increased from 34.2% 

in 1995 to 44.7% in 1996 due primarily to the non-

deductibility of the AetherWorks losses.

The Company believes inflation has not had a material

effect on its operations or on its financial condition.

The Company has financed its operations principally

with funds generated from operations, and in prior years, 

with proceeds from earlier public offerings. Investing activities

for 1997 consisted of purchases of $8.8 million of equipment 

and capital improvements, including a new enterprise-wide

computer system, which will provide Year 2000 capabilities,

and the purchase of $6.5 million of additional convertible

notes from AetherWorks Corporation.

During 1997, the Company has increased its cash 

balances by approximately $22.4 million, through cash flow

from operations, principally due to reductions in its outstand-

ing accounts receivable and inventory levels.

Investing activities for 1996 consisted primarily of the

redemption of maturing investments offset by purchases of

property and equipment, and purchases of $5.3 million of

convertible notes from AetherWorks Corporation.

During 1996, the Company made open market purc h a s e s

of the Company’s common stock aggregating $7.3 million 

pursuant to a one million share re p u rchase program authorize d

by the Company’s Board of Di rectors on Ma rch 27, 1995. On

Ja n u a ry 31, 1996, the Board of Di rectors authorized a separate

500,000 share re p u rchase program for the purpose of purc h a s-

ing common stock to be utilized for the Company’s Em p l oye e

Stock Pu rchase Plan, which purchase was funded thro u g h

e m p l oyee withholding. The Company suspended all existing

stock purchase programs at its October 1996 board meeting,

and does not presently contemplate any such stock purc h a s e

p rograms in the near future .

At September 30, 1997, the Company had working 



capital of $62 million and no debt. The Company has negoti-

ated a $5 million unsecured line of credit with its bank, but

has not utilized such line. The Company’s management

believes that current financial resources, cash generated from

operations and the Company’s potential capacity for debt

and/or equity financing will be sufficient to fund current and

anticipated business operations.

Substantially all of the Company’s foreign transactions are

negotiated, invoiced and paid in U.S. dollars.

In March 1997, the Statement of Financial Accounting

Standards No. 128 (SFAS No. 128), Earnings Per Share, was

issued by the Financial Accounting Standards Board. This

standard, which the Company must adopt for its 1998 fiscal

interim and year-end reporting, requires dual presentation of

basic and diluted EPS on the face of the Statement of

Operations. Net income or loss per share currently (except for

1997) includes both common shares outstanding and com-

mon stock equivalents. The basic income or loss per share

under SFAS No. 128 will be calculated based on only com-

mon shares outstanding. Diluted income or loss per share

would be calculated based on both common shares outstand-

ing and consideration of the dilutive effect of common stock

equivalents.

Certain statements made in this annual report, which are

summarized here, are forward-looking statements that involve

risk and uncertainties, and actual results may be materially

different. Factors that could cause actual results to differ

include, but are not limited to those identified:

· D i g i’s open system server-based communications stra t e gy should

be chara c t e r i zed as forw a rd looking and, as such, may invo l ve

risks and uncert a i n t i e s .

· Continued growth in sales of the Company’s multiuser, re m o t e

access and LAN products — General market conditions and

c o m p e t i t i ve conditions within these markets, deve l o p m e n t

and acceptance of new products offered by the Company, and

the introduction of products by competitors in these mark e t s .

· The expectation that steps taken by the Company will bring it

back to consistent profitability — This expectation may be

impacted by unanticipated expenses or general market condi-

tions and competitive conditions that may be encountere d .

· The expectation that operating expenses in fiscal 1998 will

remain at levels similar to or slightly higher than those incurre d

in the fiscal fourth quarter of 1997 — This expectation may

be impacted by presently unanticipated re venue opport u n i-

ties or by unanticipated expenses.

· The expectation that Ae t h e r Wo rks Corporation will not genera t e

p o s i t i ve cash flow, obtain other sources of equity financing or

d e velop commercially marketable products — This expectation

may be impacted by presently unanticipated re venue oppor-

tunities, securing other investors or developing commerc i a l l y

m a rketable pro d u c t s .

· The expectation that OEM sales for fiscal 1998 will remain 
re l a t i vely stable with 1997 levels — OEM orders are subject to 
cancellation at the option of the customer, and are subject to
g reater quarterly fluctuations than sales through the
C o m p a n y’s other channels, as well as competitive conditions in
m a rkets served by the Company’s OEM customers. OEM sales
could also be adversely impacted by component short a g e s .

· The expectation that the Company does not contemplate any

stock purchase programs in the near future — Changes in

operating results, credit availability and equity market 

conditions may impact the Company’s decision to resume

such stock purchase programs.

· The belief that the Company’s current financial resources, cash

generated from operations and the Company’s potential capacity

for debt and/or equity financing will be sufficient to fund 

current and anticipated business operations — Changes in 

anticipated operating results, credit availability and equity

market conditions may further enhance or inhibit the

Company’s ability to maintain or raise appropriate levels 

of cash.

· The expectation that the upgrade to the Company’s management

i n f o rmation system will provide compre h e n s i ve re p o rting systems,

g reater internal visibility, increased ability to forecast and be 

on line in early calendar 1998 — This expectation may be

impacted by presently unanticipated delays or ability to use

the system.



For the fiscal years ended September 30





For the fiscal years ended September 30



For the fiscal years ended September 30, 1997, 1996 and 1995



Digi International Inc. (the “Company”) is a leading ISO

9001-compliant provider of data communications hard w a re

and software that delivers seamless connectivity solutions for

multiuser environments, open systems server-based re m o t e

access and LAN (Local Area Ne t w o rk) markets. The Company

m a rkets its products through an international network of dis-

tributors and resellers, system integrators and OEMs (original

equipment manufacture r s ) .

The two major product areas include: 1) communications

interface cards for multiuser and remote access environments,

and 2) “physical layer” and print server products that enhance

the data communications capabilities of a LAN.

The consolidated financial statements include the

accounts of the Company and its wholly owned subsidiaries.

All significant intercompany accounts and transactions have

been eliminated in consolidation.

The Company considers all highly liquid investments

purchased with an original maturity of three months or less 

to be cash equivalents.

Sales are recognized at the date of shipment. Estimated

warranty costs and customer returns are recorded at the time

of sale. 

In ventories are stated at the lower of cost or fair mark e t

value, with cost determined on the first-in, first-out method.

Fair market value for raw materials is based on replacement cost

and for other inve n t o ry classifications based on net re a l i z a b l e

value. Ap p ropriate consideration is given to deterioration, 

obsolescence and other factors in evaluating net realizable va l u e.

Property, equipment and improvements are carried at

cost. Depreciation is provided by charges to operations using

the straight-line method based on estimated useful lives, 

ranging from three to 39 years.

Expenditures for maintenance and repairs are charged to

operations as incurred, while major renewals and betterments

are capitalized. The assets and related accumulated deprecia-

tion accounts are adjusted for asset retirements and disposals

with the resulting gain or loss included in operations.

Purchased technology, license agreements, covenants not

to compete and other intangible assets are recorded at cost.

Goodwill represents the excess of cost over the fair value of

assets acquired and is being amortized on a straight-line basis

over its estimated useful life of 15 years. All other intangible

assets are amortized on a straight-line basis over their estimat-

ed useful lives of one to five years.

The Company periodically, at least quart e r l y, analyze s

intangible assets for potential impairment, assessing the appro-

priateness of lives and re c overability of unamort i zed balances

t h rough measurement of undiscounted operating cash flows on

a basis consistent with generally accepted accounting principles.

Re s e a rch and development costs are expensed when

i n c u r red. So f t w a re development costs are expensed as incurre d .

Such costs are re q u i red to be expensed until the point that



technological feasibility and proven marketability of the pro d-

uct are established. Costs otherwise capitalizable after such

point also are expensed because they are insignificant.

Deferred income taxes are recognized for the tax conse-

quences in future years of differences between the tax bases of

assets and liabilities and their financial reporting amounts at

each year end based on enacted tax laws and statutory tax

rates applicable to the periods in which the differences are

expected to affect taxable income. Income tax expense is the

tax payable for the period and the change during the period in

deferred tax assets and liabilities.

Tax credits are accounted for under the flow-through

method, which recognizes the benefit in the year in which the

credit is utilized.

Income (loss) per common share is computed by dividing

net income (loss) by the weighted average number of shares 

of common stock and common stock equivalents outstanding

during each period. Common stock equivalents result from

dilutive stock options. No common stock equivalents were

included in determining the net loss per common share for

the year ended September 30, 1997, because their effect

would be antidilutive.

In Ma rch 1997, the Statement of Financial Ac c o u n t i n g

St a n d a rds No. 128 (SFAS No. 128), Earnings Per Sh a re, was

issued by the Financial Accounting St a n d a rds Board. This 

s t a n d a rd, which the Company must adopt for its 1998 fiscal

interim and year-end re p o rting, re q u i res dual presentation of

basic and diluted EPS on the face of the Statement of

Operations. Net income (loss) per share currently (except for

fiscal 1997) includes both common shares outstanding and

common stock equivalents. The basic income or loss per share

under SFAS No. 128 will be calculated based on only common

s h a res outstanding. Diluted income or loss per share would be

calculated based on both common shares outstanding and con-

sideration of the dilutive effect of common stock equiva l e n t s .

The preparation of consolidated financial statements in

conformity with generally accepted accounting principles

re q u i res management to make estimates and assumptions that

affect the re p o rted amounts of assets and liabilities and disclo-

s u re of contingent assets and liabilities at the date of the financial

statements and the re p o rted amounts of re venues and expenses

during the re p o rting period. Actual results could differ fro m

those estimates. The most significant areas which re q u i re the use

of management’s estimates relate to the determination of the

a l l owances for obsolete inventories and uncollectable accounts

re c e i vable, sales returns and warranty cost accru a l s .

The Company uses the intrinsic value-based method to

m e a s u re compensation cost for its stock option plan.

On Fe b ru a ry 13, 1997, the Company’s Board of Di re c t o r s

approved a restructuring plan which resulted in a restructur-

ing charge of $10,471,482 ($8,283,681, net of tax benefits or

$ .62 per share). This corporate restructuring plan simplified

operations, increased consolidation and reduced costs and

expenses. It included the closing of the Cleveland, Ohio 

manufacturing facility, the reduction of selected product lines

and the consolidation and closing of the Torrance, California

and Nashville, Tennessee research and development facilities.

These costs included: (i) write downs of the carrying values of

fixed assets related to the closed manufacturing and research

and development facilities, (ii) write downs of the carrying

values of goodwill and identifiable intangible assets (primarily

licensing agreements related to the discontinued product

lines) and related inventories and (iii) severance costs associat-

ed with the elimination of 105 positions.

The restructuring charge consisted of $1,259,769 in net

cash expenditures (primarily severance), all of which has been

paid as of September 30, 1997, and $9,211,713 resulting

from the write down of asset carrying values.

Rebates to customers of $2,681,742 for the year ended

September 30, 1996 now reflected as a reduction of sales,

were previously included in sales and marketing expenses.

This reclassification had no impact on previously reported

operating income or net income. Rebates to customers for 

the year ended September 30, 1995 were not significant.

In addition, certain costs relating to systems support and

communications costs, which previously we re included in gener-

al and administrative expenses, have been reclassified into sales

and marketing and re s e a rch and development expenses for all

periods presented. Such amounts we re $2,647,207, $2,707,024

and $286,525 for the years ended September 30, 1997, 1996

and 1995, re s p e c t i ve l y. These reclassifications had no impact on

p reviously re p o rted operating income or net income.



On September 29, 1995, the Company acquired LA N

Access Corporation (“LAN Ac c e s s”), a provider of re m o t e

access products, for cash of approximately $5.5 million, 

substantially all of which was allocated to goodwill. This acqui-

sition was accounted for as a purchase. In connection with the

re s t ructuring plan adopted in 1997 (see Note 2), the Company

sold the assets related to the LAN Access operations and wro t e

off all related goodwill.

During 1997 and 1996, under a note purchase agree-

ment, the Company purchased $6,500,000 and $5,296,525,

respectively, of convertible notes from AetherWorks

Corporation, a development stage company engaged in the

development of wireless and dial-up remote access technology.

The convertible notes presently held by the Company at

September 30, 1997 are convertible into 60% of

AetherWorks’ common stock. In connection with the financ-

ing arrangement, the Company has also guaranteed

$3,060,000 of lease obligations of AetherWorks. In addition,

the Company has also leased to AetherWorks $1,325,000 of

computer equipment under a three-year direct financing lease.

For the years 1997 and 1996, the Company has reported

its investment in AetherWorks on the equity method and has

reported losses of $5,764,201 and $3,623,776, respectively.

Such losses, which exclude $5,758,548 of additional charges

related to the AetherWorks investment, as described below,

represent 100% of AetherWorks’ net losses for the two years.

The percentage of AetherWorks’ net losses included in the

Company’s Statement of Operations was based upon the 

percentage of financial support provided by the Company

(versus other investors) to AetherWorks during such years.

The following re p resents condensed financial information

f rom the audited financial statements of Ae t h e r Wo rks for each

of the years in the two-year period ended September 30, 1997:
Balance sheet data, as of September 30

Operating data for the fiscal year ended September 30

On October 14, 1997, the Company entered into a

revised note agreement with Ae t h e r Wo rks, that clarifies and

limits the Company’s financial commitment for the purc h a s e

of conve rtible notes to a maximum of $13,800,000, which

would result in the Company’s ownership interest upon con-

version of 62.7% based on Ae t h e r Wo rk s’ present capitalization.

The revised note agreement, howe ve r, also provides for pay-

ments, at the discretion of Ae t h e r Wo rks, on the outstanding

c o n ve rtible notes of up to $7,200,000 in exchange for a 

reduction in the Company’s potential ownership interest, upon

c o n version, to 19%. The revised note agreement, among other

things, rescinded previous technology transfer and manufactur-

ing agreements with Ae t h e r Wo rk s .

Because of the significant uncertainty of the future of

AetherWorks Corporation, as demonstrated by its lack of 

ability to generate positive cash flow, obtaining other sources

of equity financing and its continued uncertainty in develop-

ing commercially marketable products, the Company decided,

as of September 30, 1997, to write off its remaining invest-

ment of $2,408,500 in AetherWorks, and to accrue and

expense its remaining future obligation to purchase additional

notes of $2,000,000. In addition, the Company has also

accrued $1,350,000 for its probable obligations resulting from

its guarantees of certain AetherWorks’ lease obligations.



The Company has a stock option plan (the “Pl a n”) that

p rovides for the issuance of nonstatutory stock options and

i n c e n t i ve stock options (ISOs) to key employees and non-

e m p l oyee board members holding less than 5% of the out-

standing shares of the Company’s common stock.

Supplemental disclosure of non-cash financing and investing information:

During fiscal 1997, the Company entered into a thre e - year direct financing lease agreement with a related part y. In connection

with this transaction, the Company has established a gross lease re c e i vable of $1,430,000 (see Note 5).

The option price for ISOs and non-employee directors

options is set at fair market value of the Company’s common

stock on the date of grant. The option price for nonstatutory

options is set by the Compensation Committee of the Board

of Directors. The authority to grant options and set other

terms and conditions rests with the Compensation

Committee. The Plan terminates in 2007.



of the stock. Under this authorization, the original option

issues we re canceled and new options we re issued with a new

f o u r - year vesting schedule. During the years ended Se p t e m b e r

30, 1996 and 1995, the Board of Di rectors authorized the

issuance of nonstatutory stock options for the purchase of

2,500 and 50,000 shares, re s p e c t i ve l y, at prices below the 

m a rket value of the stock on the grant dates. The differe n c e

b e t ween the option price and market value at the date of grant

for the above option arrangements has been re c o rded as addi-

tional paid-in capital with an offsetting debit within stockhold-

e r s’ equity to unearned stock compensation. The compensation

expense related to these option grants is amort i zed to opera-

tions over the five - year vesting period in which the employe e s

p e rform services and amounted to $244,569 in 1997,

$204,793 in 1996, and $166,667 in 1995.

Stock options and common shares reserved for grant under the plan are as follows:

Commencing in April 1996, the Company has sponsore d

an Em p l oyee Stock Pu rchase Plan which covers all domestic

e m p l oyees with at least 90 days of service. The plan allows 

eligible participants the right to purchase common stock on a

q u a rterly basis at the lower of 85% of the market price at the

beginning or end of each three month offering period.

Em p l oyee contributions to the plan we re $534,327 and

$200,888 for the fiscal years 1997 and 1996, re s p e c t i ve l y.

Pursuant to the plan, 69,402 and 8,835 shares we re issued 

to employees during fiscal years 1997 and 1996, re s p e c t i ve l y. 

As of September 30, 1997, 421,763 shares are available for

f u t u re issuances.

During the years ended September 30, 1997, 1996, and

1995, 50,106, 114,192, and 88,295 shares of the Company’s

Common Stock, respectively, were issued upon the exercise of

options for 50,617, 123,959, and 95,367 shares, respectively.

The difference between shares issued and options exercised

results from the Plan’s provision allowing employees to elect 

to pay their withholding obligation through share reduction.

Withholding taxes paid by the Company as a result of the

share withholding provision amounted to $5,171 in 1997,

$186,927 in 1996, and $413,000 in 1995.

During the year ended September 30, 1997, the Board of

Di rectors authorized the cancellation and reissue of non-

s t a t u t o ry stock options to certain employees for the purc h a s e

of 823,326 shares, at an exe rcise price below the market va l u e



In accordance with Statement of Financial Accounting

Standards No. 123, “Accounting for Stock-Based

Compensation” (SFAS No. 123), the Company has chosen to

continue to account for stock-based compensation using the

intrinsic value method.

Had the Company used the fair-value-based method of

accounting for its stock options granted in 1997 and 1996,

and charged operations over the option vesting periods based

on the fair value of options at the date of grant, net (loss)

income and net (loss) income per common share would have

been reduced to the following pro forma amounts:

The pro forma information presented includes only stock

options granted in fiscal years 1997 and 1996. Compensation

expense, under the fair-value-based method, will increase over the

next few years as additional stock option grants are considere d .

The weighted average fair value of options granted in

fiscal years 1997 and 1996 was $8.57 and $20.67, re s p e c t i ve l y.

The weighted average fair value was determined based upon

the fair value of each option on the grant date, utilizing the

Black-Scholes option-pricing model and the following

assumptions:

At September 30, 1997, the weighted average exercise

price and remaining life of the stock options are as follows:

During 1996, the Company negotiated a $5 million uncol-

l a t e r a l i zed line of credit with its bank, to be used to fund gener-

al corporate cash needs. The interest rate varies depending on

the “base” or “p r i m e” rate established by the bank. During fiscal

1997 and 1996, the Company did not use this line of credit. 

The Company has entered into various operating lease

agreements, the last of which expires in fiscal year 2002.

Below is a schedule of future minimum commitments under

noncancelable operating leases:

Total rental expense for all operating leases for the years

ended September 30, 1997, 1996 and 1995 was $1,405,582,

$965,710 and $946,000, respectively.

The components of the provision for income taxes for the

years ended September 30, 1997, 1996 and 1995 are as follow s :

The net deferred tax asset at September 30, 1997 and

1996 consists of the following:



The reconciliation of the federal statutory income tax 

rate to the effective income tax rate for the years ended

September 30, 1997, 1996 and 1995, are as follows:

The Company maintains foreign sales offices but does

not otherwise have any foreign operations. Foreign export

sales, primarily to Europe, comprised approximately 23.9%,

20%, and 20% of net sales for the years ended September 30,

1997, 1996 and 1995, respectively.

During 1997, one customer (customer A) accounted for

15.1% of net sales while another (customer B) accounted for

10.5% of net sales. In addition, customer A accounted for

28% of the trade accounts receivable outstanding at

September 30, 1997.

During 1996, one customer (customer B) accounted 

for 13.9% of net sales and 11.8% of accounts re c e i vable at

September 30, 1996, while another (customer A) accounted

for 13.4% of net sales and 14.3% of accounts re c e i vable at

September 30, 1996. During 1995, one customer (customer

A) accounted for 12.5% of net sales and another customer

(customer C) accounted for 11.7%. 

The Company has a savings and profit sharing plan 

pursuant to Section 401(k) of the Internal Revenue Code

(“the Code”), whereby eligible employees may contribute up

to 15% of their earnings, not to exceed amounts allowed

under the Code. In addition, the Company may make 

contributions at the discretion of the Board of Directors. No

Company contribution was made in 1997 or 1996. During

1995, the Company provided for matching contributions

totaling $125,000.

During fiscal 1997, the Company and certain of its 

previous officers were named as defendants in a series of 

putative securities class action lawsuits in the United States

District Court for the District of Minnesota on behalf of an

alleged class of purchasers of its common stock during the

period January 25, 1996 through December 23, 1996, 

inclusive, which were consolidated, and a Consolidated

Amended Complaint was filed in May 1997. Also in 1997, 

a similar, but separate action was filed by the Louisiana State

Employees Retirement System. The Consolidated Amended

Complaint and the Louisiana Complaint allege the Company

and certain of its previous officers violated federal securities

laws by, among other things, misrepresenting and/or omitting

material information concerning the Company’s operations

and financial results. The Louisiana Complaint also alleges

misrepresentations in violation of state common law.

The defendants served motions to dismiss the

Consolidated Amended Complaint and the Louisiana

Complaint on the ground, among others, that they fail to

plead claims in accordance with applicable law. The motions

were argued before the District Court at a hearing on

October 31, 1997. No ruling has been received as of

December 15, 1997.

Because the lawsuits are in their preliminary stages, the

ultimate outcomes cannot be determined at this time, and 

no potential assessment of the probable or possible effects of

such litigation, if any, on the Company’s financial position,

liquidity or future operations can be made.



The Company’s management is responsible for the
integrity, objectivity and consistency of the financial informa-
tion presented in this annual report. The consolidated finan-
cial statements contained herein were prepared in accordance
with generally accepted accounting principles and were based
on informed judgments and management’s best estimates as
required. Financial information elsewhere in this annual
report is consistent with that contained in the consolidated
financial statements.

The Company maintains a system of internal controls
designed to provide reasonable assurance that assets are safe-
guarded, transactions are properly executed in accordance
with management’s authorization, and accounting records
may be relied upon for the preparation of financial statements
and other financial information. The system is monitored by
direct management review. Limitations exist in any system of
internal control, based upon the recognition that the cost of
the system should not exceed the benefits derived.

The Company’s consolidated financial statements have
been audited by Coopers & Lybrand L.L.P., independent 
certified public accountants. Their audit was conducted in
accordance with generally accepted auditing standards. 
As part of their audits of the Company’s consolidated 
financial statements, these independent accountants 
considered the Company’s internal controls to the extent 
they deemed necessary to determine the nature, timing and
extent of their audit tests.

The Audit Committee of the Board of Di rectors is com-
posed entirely of non-employee directors and is responsible for
monitoring and overseeing the quality of the Company’s
accounting and re p o rting policies, internal controls and other
matters deemed appropriate. The independent certified public
accountants have free access to the Audit Committee without
management pre s e n t .

Jerry A. Dusa

President and Chief Executive Officer

Jonathon E. Killmer

Senior Vice President, Chief Financial Officer and Treasurer

We have audited the consolidated balance sheets of Di g i
International Inc. and subsidiaries as of September 30, 1997
and 1996, and the related consolidated statements of opera-
tions, cash flows and stockholders’ equity for each of the thre e
years in the period ended September 30, 1997. These financial
statements are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these
financial statements based on our audits. As discussed in 
Note 5, the Company has re c o rded its investment in
Ae t h e r Wo rks Corporation (Ae t h e r Wo rks) on the equity
method; the 1997 and 1996 consolidated statements of opera-
tions include Ae t h e r Wo rk s’ net operating losses for the ye a r s
ended September 30, 1997 and 1996 of $5,764,201 and
$3,623,776, re s p e c t i ve l y. We did not audit the financial state-
ments of Ae t h e r Wo rks, which statements we re audited by
other auditors whose re p o rt has been furnished to us, and our
opinion, insofar as it relates to the amounts included for
Ae t h e r Wo rk s’ net operating losses, is based solely on the re p o rt
of other auditors.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards re q u i re that we
plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the finan-
cial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management,
as well as evaluating the overall financial statement pre s e n t a-
tion. We believe that our audits and the re p o rt of other 
auditors for the years ended September 30, 1997 and 1996,
p rovide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of
other auditors for the years ended September 30, 1997 and
1996, and the consolidated financial statements referred to
above present fairly, in all material respects, the consolidated
financial position of Digi International Inc. and subsidiaries as
of September 30, 1997 and 1996, and the consolidated results
of their operations and their cash flows for each of the three
years in the period ended September 30, 1997, in conformity
with generally accepted accounting principles.

Coopers & Lybrand L.L.P.

Minneapolis, Minnesota

December 15, 1997





Mr. Schinas is a founder of the Company and has been its Chairman
of the Board since July 1991. He has been a member of the Board of
Directors since the Company’s inception in July 1985 and ser ved as
the Company’s CEO from July 1985 to January 1992.

M r. Dusa has been a member of the Board of Di rectors and Pre s i d e n t
and Chief Exe c u t i ve Officer of the Company since Ma rch 12, 1997
after serving the Company as interim acting Chief Exe c u t i ve Of fi c e r
f rom Ja n u a ry 3, 1997 to Ma rch 12, 1997. Mr. Dusa has over 25 ye a r s
experience in the computer industry and has held exe c u t i ve manage-
ment positions in a number of high technology companies.

Mr. Drake has been a member of the Board of Directors since 1987
and a private investor since 1983.

Mr. Eichhorn has been a member of the Board of Directors since
1987. Since April 1992, Mr. Eichhorn has been a private investor.

Mr. Moe has been a member of the Board of Directors since October
1996. From 1981 to his retirement in 1993, he was the Chief
Financial Officer of Polaris Industries, a manufacturer of snowmo-
biles, all-terrain vehicles and personal watercraft.

Mr. Moroz has been a member of the Board of Directors since July
1991. Mr. Moroz was a founder of the Company and CEO from
January 1992 to September 1994. Mr. Moroz was Chief Operating
Officer of the Company from July 1991 to January 1992. From
October 1985 to July 1991, he occupied various management 
positions with the Company. He is now a private consultant.

M r. Stanley has been a member of the Board of Di rectors since 1990.
M r. Stanley has been Chairman and CEO of Payless Cashways, Inc., 
a building materials re t a i l e r, since 1984.

(1) Audit Committee
(2) Compensation Committee
(3) Corporate Governance and Nominating Committee 

President and Chief Executive Officer

Senior Vice President, Manufacturing Operations

Senior Vice President, Development

Senior Vice President, Chief Financial Officer and Treasurer

Partner, Faegre & Benson LLP

· The majority of the board’s membership is comprised of 
non-employee directors.

· The compensation and audit committees are comprised of all 
non-employee directors.

· The positions of Chairman of the Board and Chief Executive
Officer are separate.



The Company’s common stock has been publicly traded since its 
initial public offering on October 5, 1989. The Company’s common
stock trades on the Nasdaq National Market tier of the Nasdaq Stock
MarketSM under the symbol “DGII.” At December 12, 1997, the
number of holders of the Company’s Common Stock was approxi-
mately 9,274 consisting of 362 record holders and approximately
8,912 stockholders whose stock is held by a bank, broker or other
nominee.

High and low sale prices for each quarter during the years ended
September 30, 1997 and 1996, as reported on the Nasdaq Stock
Market, were as follows:

The Company has never paid cash dividends on its common stock.
The Board of Directors presently intends to retain all earnings for
use in the Company’s business and does not anticipate paying cash
dividends in the foreseeable future.

The Company does not have a Dividend Reinvestment Plan or a
Direct Stock Purchase Plan.

Norwest Bank Minnesota, N.A.
Norwest Shareowners Services
P.O. Box 64854
St. Paul, MN 55164-0854
(612) 450-4064
(800) 468-9716

Faegre & Benson LLP
2200 Norwest Center
Minneapolis, MN 55402-3901

Coopers & Lybrand L.L.P.
650 Third Avenue South
Minneapolis, MN 55402-4333

The Company’s Annual Meeting of Stockholders will be held on
Wednesday, January 28, 1998, at 3:30 p.m., at the Marquette Hotel,
710 Marquette Avenue, Minneapolis, Minnesota.

A copy of the Company’s Form 10-K, filed with the Securities and
Exchange Commission, is available free upon written request.
Contact: Maureen McGarrigle

Director, Investor Relations
Digi International Inc.
11001 Bren Road East
Minnetonka, MN 55343
(612) 912-3444
email: ir@dgii.com



a non-profit membership organization that coordinates the 
development of voluntary standards. It is the U.S. member body 
to ISO (International Organization for Standardization) and IEC
(International Electrotechnical Commission).

transmitting single characters at a time; a common method of data
transmission between PCs (personal computers) and terminals, 
printers, plotters, modems or other peripheral devices.

an ANSI and ITU-T defined local and wide area networking stan-
dard for switching blocks of data using packet techniques similar to
X.25, but at higher speeds and with less processing overhead.

uses the same communications protocols and hypertext links as the
Web and thus provides a standard way of disseminating information
internally and extending the application worldwide at the same time.

is made up of interconnected networks worldwide, comprised of 
c o m m e rcial, academic and government networks. Originally deve l-
oped for the military, the Internet became widely used for academic
and commercial re s e a rch. To d a y, the Internet is being commerc i a l i ze d
into a worldwide information highway.

a transfer of data between the CPU and a peripheral device (such as 
a terminal, printer, plotter, modem). For every transfer as an output
from one device, there is an input to another device.

a public digital telecommunications network designed by the ITU-T.
It allows a communications channel to simultaneously carry data,
voice and video.

is an internationally recognized quality standard within which a com-
pany chooses to operate. The standard was developed to provide a
common ground for companies doing business in Europe and it has
now spread worldwide.

the international body responsible for telephone and computer com-
munications standards describing interface techniques and practices.
These standards include those which define how a nation’s telephone
and data systems connect to the worldwide communications network .

a network that serves multiple users within a confined geographical
space (an area such as a department, building or plant). It typically
refers to the interconnection of PCs.

a device used to connect a computer to a telephone line. It conve rts the
c o m p u t e r’s digital signal to analog, which the telephone system uses.

two or more users sharing a single PC.

running two or more programs in one computer at the same time.

a control program that resides in a server within a local area network
that handles the requests for data from all the users on the network.

an interface (connector) between the computer and the outside
world. The number of ports on a communications controller or
front-end processor determines the number of communications
channels that can be connected to it. The number of ports on a 
computer determines the number of peripheral devices that can be
attached to it.

communications software that lets a PC access or control the 
operation of another PC in a remote location using a standard
dial-up or ISDN telephone line.

implies one after another. Serial devices (terminals, printers, plotters
and modems for example) transmit data in this manner between the
device and the CPU (central processing unit).

is a receptacle on a PC through which a serial device such as a
modem, mouse or printer is connected.

a computer in a local area network configuration used to store the
p rograms and data files shared by the users connected to the network .
A server acts like a remote disk drive to the users on a network .

data transmission in which characters are transmitted in groups 
(as opposed to asynchronous, which is a single character at a time).

a multiuser, multitasking operating system that runs on a wide 

variety of computer systems from PC to mainframe.

a network that interconnects geographical boundaries such as cities,

usually via standard dial-up or ISDN telephone lines.

the ITU-T recommendation of the interface between packet switches

and computers.

Brand names or product names used herein may be trademarks or 
registered trademarks of their respective holders.
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