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Division of Administration 
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July 24, 1997 
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JUL251997 

Rc: Application of International Exchange Networks, Ltd. for Authority to Provide 
lnterexchange Telecommunications Service Within the St.ntc of Florida 

Denr Sirs and Madames: 

Please find enclosed an original and fi ve (5) copies of International Exchange Netwofi(s, 
Ltd.'s Application for Authoricy 10 Provide lnterexc:hange Telecommunications Service Within the 
State or Florida. Also enclosed is an application fcc of $250.00. 

Please aclcnowJcdge receipt of this filing by ~uming a date·st.nmpcd a copy or this 
transmittal letter in the enclosed self-addressed stamped envelope. I( you have nny IJUCStionJ 
regarding this application, please do not hesitate 10 give me a call. 

Thank you for your prompt assist.nnce. 

Enclosures 

Sincerely, 

--J? 7 "-1 /,.~ .. 
Mary Papc 
Counsel for International Exchnnge 
Networks. Ltd. 

Clledt ~ wllh ~end ~~ 
fOIWirded to PIICII lor depoll. 
Fllealto IOIWIId 1 copy of ct** 
t o RAR With proof ol deposll. 

'2'1$ of person wtlo 101 MIIOed cNdc 

DOCUM[ 'tT !.IIM!J['f. DATE 

0 7 5 2 7 JUL 25 t;; 
AU11.. ..cxcow L~C. RIMl)Q~(POR f Jlot. 

• • 
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Florida Public Servic:c Commission 
Division of Administration 
2S40 Shumard Oak Blvd. 
Gunter Building 
Tallahassee, Florida 32399-0SSO 

ATTOI\NlVS AT LAW 

WM~H •IUMLU 
OHINOOICAHaHTta 

1 ... 11 ltOO 
040 COHC.UI AYlHUI 

AUSTIN, TllCAS 71701·UOO 

flU- (11l) +n.­
rAJC UUJ US..ft.i J 

July 24, 1997 

DEPOSrr 

D57 !>,. 
C.\TE 

JU~ 2 51997 

CZ 1D131-a 

Re: Application or International Exchange NctworkJ, Ltd. ror Authority to Provide 
lnterexchangc Telecommunications Service Within the State or Florida 

Dear Sirs 'lnd Madamca: 

Please find enclosed an original and five: (S) copies of lntc:mntiorllll Exclwlgc: Networks. 
Ltd.'s Application for Authority 10 Provide lntcre:xchaogc Tc:lccommunications Service: Within the 
State of Florida. Also cnclo·cd is an application fcc of$250.00. 

PlciUic acknowledge receipt or this filing by returning a date-stamped u copy or this 
trunsmiual leiter ln the enclosed sclf·Ciddresscd stamped envelope. tr you have any qucsllons 
regardtng tni.s application, please do not bcsllale to give me a call. 

Thank you for your prompt assistAnce. 

Sincerely 

THE ORIGINAL DOCUMENT KA1 A IIIU\.I.CTIV! WA~OHTHI IIACft. HOU> A"( AN A!GJ!f.O~EW~,C~M9 THI ~DII!HT 

VINSON & ELKINS LLP. • 
ATTORNEYS AT L.AV. 
eoo CONGRESS AVENUE 
AUSTIN, TIC 11101-3200 

PAY -Two hundred fifty Mid 001100 001/Ma-

=OF: Florida Public Service Com minion 

" 
OATil' 

July2A,Jm 
.._ 

CHE~NO. 

956228 

AMOUWT 

su•150.00 

rPsc -Rrcotlo .. tr rro,; rr 11 r. 

....... 
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for 

AJl'l'JIOJt:In %0 nonpl D'i'RRmPll m.Ft•"SIIICI'J'IQII IQYXCJ 
11011 !A lftD OJ n,gpxpa 

Xn¢ryctigna 

A. Thia fona 1• uaec1 for an ori9inal application tor a 
certificate and for approval of aale , aaaiqnaant or 
tranafer of an exiatin9 certificate. In caae ot a 
aale, aaaiqnaant or tranater, the intoraation provided 
llhall be for the purchuer, aaai9Jlee or tranateree 
(he Appendix A) • 

B. Reaponct to each it- requ.eated in the applic.ation anc1 
appendioea. If an it- ia not applicable, pleaae 
explain vby. 

c. Uae a aeparate abeet for each anaver vbich vill not 
fit the allotted apace. 

o. If you have queationa about cOJapletinq the form, 
contact: 

rlorid& PUblio lerYioe Co-.iaaioD 
DiYiaiOD Of CC UDioatioDa 
tureau of lerYioe IValuatioD 
2140 lbuaar4 oak Bl~. 
Cllmter lhlilc1iJaq 
~all•b••• .. , rlorid& S23tt-oeao 
(tOC) 413-UOO 

E. once COIIpleted, aubait the ori9inal and aix (6) copies 
of tbia fona alonq vitb a non-refundable application 
t .. of $250.00 to: 

rlorid& .ubliO lerYiOe CO..ieaiOD 
D1YiaiOD Of ldwtatatrattoD 
2140 lbua&rc1 oak Bl~. 
oaater auUctiJaq 
~all•h••a .. , rlorid& l23tt-OIIO 
(tOC) UI•UI1 

FORK PSC/CKU 31 (11/95) 
Required by Co.aiaeion Rule Noa. 25-24.471, 25-24 .473, anc1 25-
24 .480(2). 



1. Select what type ot business your co11.pany will be 

conducting (check all that apply): 

( ) raoilitiea baaed oarrier - coapany owns 
and operates or plana to own and operate 
teleccmmunicatioM awitchea and 
transmission facilities in Florida. 

( ) operatoz lerrioe Proricler - co~~pany 

provid .. or plana to provide alt=--native 
operator aervicea tor IXCa; or toll 
operator services to call aqqregator 
locatioM; or clearinghoua$ services to 
bill such calla. 

(X) ••••llaz - coapany has or plana to have 
one or 11.ora avitchea but priaarily lea••• 
the tranaaieaion taciliti .. ot other 
carriere. Billa ita own cuatoaar baaa 
tor aarvicae used. 

( ) ftitohl••• Rebillaz - coapany has no 
avitcb or transaiaaion tacilitiaa but may 
have a billin9 COJIPutaz . AC19X'•9ataa 
traffic to obtain bulk discounts troa 
underlying carrier. Rabilla and users at 
a rata above ita diacount but 11•nerally 
below the rata end uaara vould pay tor 
unaq~~raqated traffic. 

( ) IQllti-LooatioD DiaooWlt &f19X'~&tor -
co~~pany contracts vith unaffiliated 
enti ti .. to obtain bulk/voluaa discounts 
under aulti-loeation diacount plana from 
certain underlying carriere. Then otters 
the resold service by enrollinq 
unaffiliated ~uato .. ra. 

( ) ft:epaicl Dal)it CU'4 :troYidar - any parson 
oz entity tb.at purchase• 800 ace••• troa 
an undarlyinq carrier or unaffiliated 
entity tor uaa vith prepaid debit c~d 
service and/or ancodea the cards with 
peraonal id.antification nUIIIbera. 

FORK PSC/CKU 31 (11/95) 
Required by Ca.aiaaion Rule Nos. 25-H.471, 25-24.473, and 25-

24 .480 (2). -2-



2. This is an application for (cbecJc one): 

(X) od;U.l auUodty (Nev coapany). 

3. 

4. 

5 . 

'· 
7. 

( ) &ppronl of Transfar (To another certificated 
ccmpany). 

( ) appro.al of &asivaaaDt of eaist!D; oartificate 
(To an uncartificated company). 

( ) &ppro.al for trana~er of ooDtrol (To another 
certificated company). 

N ... of corporation, partnerabip, cooperative, joint 
venture or aole proprietorship• 

International Elcchango Nebiorl<.s, Ltd. 
N ... under vbicb the applicant vill do buainess 
(fictitioua naae, etc.): 

D<HE'l' I I/l'D • <X) • 

National a44resa (includin; atreet name ' number , post 
office box, city, atate and zip coda) . 
88 Pine Street 
NewYotk, NI!WY011cl0005 

Florida addr .. a (inoludinq atreat n .. e ' nuaber , post 
office box, city, state and zip code) :iXnct will rot 
be maintai.ni.nq an offi.ce in Florida. i.Xnet requests peoni.ssion to 
maintain ita booka and records relating to Florida at its offices in Haw 

Structure of OZ'9&nhation; York. 

( ) :tndividual 
( ) For• iqn corporation 
( ) Ganaral Partnerabip 

( ) other, 

( x) Corporation 
( ) Foreiqn Partnarship 
( ) Liaited Partnership 

a. If applicant is an individual or partnership , please 
give naae , title and addre•• ot sole proprietor or 
pa.rtnera. 

(&) Provide proof of complianc• vith the foreiqn 
liaited pa.rtnarabip statute (Chapter 620 . 169 

FS), if applicable . 

(b) Indicate if the i.nd.ividual or any of the 
partner• have previouely bean: 

FORK PSC/CMO 31 (11/95) 
Required by ccmaiaaion Rule Noa. 25-24.4 71, 25- 24. 4 73, and 2!5-
2 4.480(2). -3-



(1) adjud;ad bankrupt, mentally 
incoapetant, or found guilty of any felony 
or of any cri.aa, or vhathar auch actiona 
may reault from pending procaadinga. 

(2) officer, director, partner or 
atooJcholdar in any othar Florida 
certificated telephone co~any . It 

yea, qiva n ... of co•pany and 
relationtbip. If no lonqer aaaociated 
with coapany, qiva reaaon why not . 

t . If inc~rporated, pleaaa qiva: 

(a) Proof troa tha Florida Secretary ot State 
that the applicant baa authority to opa.rate 
in Florida. See attached EXhibit /\ . 

Corporate charter nu•her: _.7._t...,C.""7,_,fl"-''1 ___ _ 

(b) Naae &Del addreaa of the coapany•a Florida 
r.;iatarad aqant. c T <mporation Systen 

1200 South Pine Island ~ 
PlantAtion, FL 33324 

(c) Provi.de proof of c~lianca with tha 
fictitious naae statute (Chapter 865 . 09 FS), 
ir applicable . ~n-awlicable 

Fictitious n ... reqiatration nuaber: 

(c) Indicate if any of tha o!ticera, diractora, 
or any of the tan largaat atockholdara 
have previously been: oo 

FORM PSC/CMU 31 ( 11/95) 

( 1) adjudqed bankrupt, aantally 
incoapetant, or found guilty of any 
felony or of any oriaa, or whether 
aucb aotiona -y reault froa pending 
procaedinqa. 

(2) officer, director, partner or 
atockbold.r in any otb~r Tlorida 
certificated telephone coapany . It 

yu, give n.- of coapany and 
relationahip. It no lonqar 
aaaooiatad with coapany, give 
raaaon why not. 

Required by C0111aiaaion Rule Noa. 25-24.471, 25-24.473, and 25-

24.480(2). -4-



10. Who will aerva aa liaiaon with the co .. iaaion i n 
regard to (plea•• give naaa, title, addraaa and 
telephone nuaber) : 

(a ) The application; Ms . Mary Pape 
Vinson & Elkins L.L.P. 
600 CXlingress, Suite 2700 
Austin, TX 78701-3200 

(b) Official Point of contact for the onqoinq 
operation. of the c011pany; Daniel Utevesky 

secretary and General (X)urulal 

International £xcl\llllC)C Notw:>rks, Ltd. 
88 Pine Street 

(c) Tariff; New York, New York 10005 
Wi 11 i am Walsh 
Vice President - Marketing 
International ~ Networlta, Ltd.: 88 Pine Street: New York 

(d) COIIplainta/Inquiriaa troa cuatomara; New York 10005 

Bradford wts, 
Manager, Ol8tx:lner ~rt1 International Exchanc}c Networks, Ltd. 

88 Pine Street1 New York, New York 10005 
11. Liat the atataa in which the applicant: 

(a) Baa operat.ad aa an intaraxcbanga carrier. 

New York, . Texas 

(b) = J~fcation. ~rt~tabe cartiticatad 
aa an intaraxchanqa carr iar. 
CAlifornia CDnnecticut 
Pennsylvania and Illi.roia 

(c) Ia certificated to operata aa an 
intaraxcbanqa carrier . 
New York, New Jersey, Texas, and Massachusetts 

(d) Baa bean daniad authority to oparata as an 
intaraxcbanga carrier and the cirowutancaa 
involved. 
None 

( e) Haa bad regulatory penaltiaa impocad tor 
violation. of talaca..aunicationa atatutaa and 
tba circwutancu involved. 

None 

(f) Haa .bean involved in civil court procaadinqa 
with an intaraxobanqa carrier, local axchanqa 
c0111pany or other talaooaaunicationa entity, 
and the cirouaatanoaa invol vad. 

None 

FORM PSC/CMU 31 (11/95) 
Required by Co.aiaaion Rula Noa. 25-24 . 471, 25-24.473, and 25-

24.480(2). - !5-



12. What aervicea wil l the applicant otter to other 
certificated telephone companiea: N/A 

( ) Facilitiea. ( ) Operatora . 
( ) Billi.nq and Collection. ( ) Sal ... 
( ) Maintenance . 
( ) other: 

1,. Do you have a aarketin9 proqraa? 

u . Will your marketing proqraa: N/A 
( ) Pay co.aiaaiona? 
( ) Otter aalea tranchiaea? 
( ) otter multi-level aalea incentivea? 
( ) Offer other aalea inaentivea? 

15. Explain any ot the ott era checkad in queation 14 (To 
Whoa, what uount, type of tranchiae, etc. ). 

N/A 

1•. Who will receive the billa tor your aervice (Check all 
that apply)? 

( ) Raaidantial cuatomara . 
( ) PATS prov14ara. 
( ) Hotel• ' aotala. ) 
( ) Univaraitiea. ( ) 

(X) Buain••• cuatomara. 
( ) PATS atation end-uaera. 
Hotel ' motel queata. 
Univ . dormitory reaidenta. 

() other: (apecity) ___________ _ 

17. Pleaae provide the !ollowinq (it applicable): 

(a) Will the naM ot your company appear on the 
bill tor your aervicea, and it not who will 
the billecS party contact to aaJc queationa 
about the bill (provide n ... and phone 
n•mb4r) and how ia tbia inforaation provided? 

i.Xnet will provide the b.i.ll.ing for our servioes and iJOlets Mn"e will 

8AJMr on the bill . 
(b) Nau and addreaa of the !ir11 who will bill 

tor your aervice. 

FORM PSC/CMU 31 (11/95) 
Required by Co~i••ion Rule Noa. 25-24.471, 25-24.473, and 25-

24 .480(2) . _,_ 



18. Pleaae provide all available documentation 
damonatrating that the applicant baa the following 
capabilitiee to provide interexcb.ange 
telecom.unication• eervice in Florida. 

A. Financial capability. See attached El<hi.bit a . 

Reqardinq the ebowin9 of financial capability, the 
following appliea: 

The application thpyld cgntain the applicant'• 
financial atateaenta for tba moet recent 3 years, 
including: 

1 . tbe balance ebeat 

2 . income etatamant 

3. atateaent of r tttainad earning•. 

FUrther, a written explanation, which can i nclude 
aupporting 4oc:nuuntation, regarding tba followinq 
should be provided to ahov financial capability. 

1. Pleaee provide dOQ~ntation that the applicant 
baa aufficient financial capability to provide the 
requ .. ted eervica in the geoqraphio area propoeed 
to ba eervad. 

2. Pl .. •• provide doc:uaantation that the applicant 
hu eufficient financial capability to IIAintain 
the raquaeted earvice. 

3. Plea•• provide documentation that the applicant 
baa eutficient financial capability to meet ite 
lea•• or ovnerebip obligationa. 

~= Thia docuaantation aay include, but it not 
liaited to, financial etatament1, a projected 
profit and loee etat ... nt, credit referancea, 
cred.it bureau reporta, and d .. cri ptiona of 
buain .. • relationabipe with financial 
inatitutiona. 

If available, the financial etateaant1 ahould be 

audited financial etateaenta. 

FORM PSC/ CKU 31 (11/95) 
Required by Co.aietion Rule Hoe. 25- 24.471, 25-24.473, and 25-

2 4 .480(2). -7-



If the applicant doe• not have audited financial 
etat ... nte, it eball be eo atated . The unaudited 
financial etat .. ent.e ebould then be eiqned 1,1 the 
applicant ' • cbief executive officer and chief 
financial officer. The aiqnaturea abould •ttirm 
tb•t tb• Clnengial •tatCitDtt ert trut end 
corngt. 

B. Manaqerial capability. See attached Exhibit c 

c . Technical capability. Sec attached Exhibit c 

1t. Pl ... a eubait the propoald tariff under which the 
ccmpany pla.n.a to blqin operation. Oee the tor111.at 
required by Ca.miaaion Rult 25-24.485 (example 

enclotad) • See attached Elchibit o 

20. Tbe applicant will provide the following interexohange 
carrier service• (Cbec:Jt all that apply) : 

___ M78 with dltt&Doe e&D81tive per aiDute ratee 
_ Method of aoo••• ie FGA 
_ Kethod of ace .. • ie FGB 

_x_ Mltbo4 of acoeee ia I'GD 
_JL_ Ketbod of ace .. , il 800 

__ X!B witb route epeoifio rat•• per aiDute 
_ _ Method of ace .. • 11 PGA 

_ Method of ace .. • 11 PGB 
__ Ketbod of ace .. • il Ft;D 

_ Method of ace••• ie 800 

_ Jft'8 with etatewlda flat rate• par aiDute (i.e. Dot 

dietanoe aaaeltiva) 
___ Method ot ace••• il FGA 
___ Klthod of ace••• il FGB 

_ Mtthod of ace••• il FGD 

_ Klthod of ace••• il 800 

PORK PSC/ CMO 31 ( 11/95) 
Required by co-ieaion Rule Nos. 25-24 . 471 , 2 5 -24 . 4 7 3, and 25-

2 4.480(2). -8-



__:_ ll'H for paJ telephone aenioe pro•iCSera 

__ Blook-of-tiae calli.Dq plan caeaob out Floric!a, 
•1D9 Aaeriaa, eto . ) . 

~ 10~ larYiae (~oll free) 

-L. ftft tne aar.iae (aul.k or TOluae CSboount) 
_x__ Method of ace••• ia via dedicatees facilitiea 
_x__ Method of ace••• ia via .witched tacilitiea 

-L. fti~ta Li.lle aanio•• ccunnel leniaea) 
(For ax. 1 . 544 abe., DS-3 , etc . ) 

_ ftanl lal'rioe 
_ Kethod of ace•• • ia 950 
____ Method of ace••• ia 100 

too aarYioe 

_Operator larriau 
_ Available to pr..ub8c:ribac1 ouatoaera 
_ Available to non pr .. ubacribad ouatoaera (tor 

•xawpl e to patrona ot hotela , atucsent• i n 
univaraiti ea, patient. in boepital• · 

____ Available to inaatea 

lenioea illolu4ed area 

_ Station aaaiatance 
_ Paraon to Paraon aaaiatance 
_Directory uaiatanca 
_ Operator verity and interrupt 
_ co~erenca C&llinq 

21. What csoaa tbe end uaar dial for .. c:h ot the 
intarexcban;e carrier aarvicaa that vue eueckeCS i n 
aarvicea inolu.d.CS (above) • 

CI0-1015320 
ZJ. _ otaaars 

FORK PSC/ CMO 31 (11/ 95) 
Requir.CS by Coaaiaaion Rule Noa . 25-24.471 , 2!5-24 . 473, and 25 -
24.480(2). -9-



•• AIIJ,Jmr 'A''N"mciP'ft 'D*D'H •• 

1. a.nrr.uoa~ U8U8iiD'f raa I undtrttan4 that all 
telephone ca.panie• au.t pay a rt9Ulatory a••••• .. nt 

f .. ln tbt aaount of .15 qt poe percent of itt qro•• 
operatin9 revenue derived troa intraatata buaintt•. 

Jtevar4l .. a of the 9l'Ott Opt.l'atinq revenue of a coapany 1 

a aint.ua annual atttaa .. nt ftt of $50 ia required. 

a. GaOII a1011•11 ~· I understand that all telephone 
co.paniee awtt pay a qrott rec:eiptt tax of typ and 
gne•bal( ptrctnt on all intra an4 interttate buain•••· 

J. I'LU Gal I underatan4 that a ttvtn percent aalta tax 

.uat bt paid on intra an4 inttratatt revenuea. 

•· ~~QI raa A non-refundable application fee ot 
$250 . 00 auat bt t~tttd vith tbt application. 

I. a-=11rt UID UJIDDft'AIID~ OJ' IIDLUI I acJcnovltdc;t 
receipt and underatandinq of tha Florida Public Service 

C~ieaion•e Jul .. and ordere l:'tlatinq to ay provition 
ot 1nterexcban9t telt~one eervict in Plorida. I alao 
UD4tretand that it 1e ay ruponeibility to CQIIPlY vitb 
all c:urrent an4 future COPPtiaeion requlr...ata 
rtcJar4inq intanxabanVt tervioe. 

•· ~ a. Uft.ZC&ftC.a ay ay •i9'ft&tura below 1 I tbt 
uDdtnivned owner or officer of tbt naaed utility in 
tbt application, at:taat to tbt aoouraoy of tbt 
1nfo1'11&t1on oontaiAtd in thia application and 
ateociated attacblMnta. I have read the torec;oin; and 
declare that to tbt blat of ay lcnovledc;e and belief 1 

tbt inf01'11&tion 1• a true an4 correct •tat...at. 
~~ I u •~• t:Ut parn&At to CJI&pter 

1n.ot, •lvi4a ltahttt, "Wboner JtaoWbgly au•• a 
!a1 .. ttat ... t ill witill9 rit!l tlae btut to aitlea4 a 
,UUa eenut 1a tu ~foreeeoe of lait offiolal 4ut:r 
alaall Itt lty of a ala4•uMr of tu teooad degrM, 

paaia~l ia a . 771.011 &P4 t. 77I.OIJ" , 

P'~'~''" omsa&a 

FORK PSC/c:xtJ 31 (11/95) 

~,..,£- Jo J9'i7 
Data1 

(H;J ~ &~"·1 f!dg 
Telephone No. 

~ired by Confttion Rule Not. 25-26.671, 25-16 . 6731 and 25-

26.480(2). -10-



c;vnolJIB DIPOSITS AHD AQYAICI PAynNTS 

A atateaant of hov the eo--taaion can be aaaure4 of the 
security ot the cuat:ollar'a depoaita and advance payaants ~~ay be 

reaponde4 to ~n one ot the tollovinq vaya (applicant plaaaa chacx 
one): 

( ) 

~ applioaat will aot oollaot 4epoaita nor 
will U oolleat pa,...u foz aer.toa aore thaD 

oaa IIODU 1a adftaOe. 

~ applioaat will fllo wlU tbo co.aiaaioD an4 

.. utala e .voty bolld 1a aa &IIOUt equal to 
tU ~-t baJaaM of t ... aita ... ad..aDoa 
pa,...u ia aoa•• of oM •atla. caoDd aut 
••• IJU7 appllatloa. ) 

-:Jc;ts :>0 I Pf7 
; 

Date 

~ t<>-- f5f ~ 79o-s 
Telephone No. 

FORK PSC/CKD 31 (11/t!5) 
Required by CMPiaaion Rule Koa. 2!5-24.471, 25-24.473, and 25-
24.480(2). -12-



•• IIII'RJJ c •• 

INTRASTATE tfl'l'WQBJS 

1. .OPr Ad4reaau vbera located, and indicate if owned or 
lda~. tom 

1) 2) 

3) 4) 

2. IW1tc&Ur Mdraaa vbara located, by type of avitcb, 
and indicate if owned or lu .. d. tom 

1) 2) 

3) 4) 

3. ft1 'M!'Xiil01r I'I.DmflUa Pop-to-Pop facilitiaa by type 
of faoiliti~• (aicrovave, fiber, copper , aatallita, 
ate.) and indicate it owned or luaed. 

FG"O" in 4. 
Lata 460, 939, 458, 
952 . 

tae 
1) POP=tg-POP 01fNJRBHIP 

2) 

01%0~ a...xo•• Pl ... • provide the liat ot 
exc:haJTqu where you are propoainq to provide 
oriqi.nati.ft9 eervice within thirty (30) claye after the 
effective elate of the certificate (Appendix D). 

FORM PSC/CXO 31 (11/i5) 
Required by Ca.aieaion Rule Noa. 25-24.471, 2!1-24.473, and 25-
24.480(2) . -13-



•· ft.a.ft'%0 auftl:C'l10118a Plea•• explain how tha applicant 
vill c~ly with the EAEA requireaanta contained i n 
':oaie•.ion Rule 2!5-~4.471 (4) (a) (copy ancln .. d) .. 

•• 

i.v.net will not c.1nrc.Je or augn'ellt. the diaiino ~Ltc·rn o:' cnc.1 
WfCCO ""or I)+ local o r o- p.-1lls. 

C1Jil&DII ~ DlftUDH 8111l'nCUa Applicant hae 
intraatata 
anevar ia nu, ) or ba8 not ( ) previoualy provided 

tel~catione 1n Florida. If tha 
tully clucribe the tollovinq: 

N:M 
a) 

b) 

What aervicu have been provided anc1 whan c1ic1 
thue aervicu begin? 

It the •ervicu are not currantly ottarad, vhan 
~ they 41•cont1nue4? 

trfiLIU PRISM• 

FORM PSC/ CMU l1 (11/tS) 
Raquirac1 by eo-tadon Rule No•. 2!5-24.471, 2!5-24.473, and 2!5-

24.480 ( 2 ) . -14-



EXHmiTA 

INTERNATIONAL EXCHANGE NE1WORKS, LTD. 
CERTIFICATE OF AUTHORITY TO OPERATE IN FLORIDA 



CT CORPORATION SYSTEM 

Me) l'lJ M~oo- :,..,.,. 
t.,ll.~., . ., •. II J/ kl l 

'~ 90.1 zn ton 
lu• 'i<l4 nl It'll) April16, 1997 

Attn: M". Daniel Utevsky 
IPC lrtormation Systems, Inc. 
88 Pine Street 
~I Street Plaza 
New Yor1<, NY 10005 

RE: 118 illlllcll•l &dWlJt Nebvtal, Iii 
Ordlr t: 841926 

Dear M". Utevsky: 

/4s instructed, we enclose the folloMng document(s}, as issued by the 
State d Aorida: 

Evldenoe d Qualification with Cenified Copy filed: 04-1~97 

tf you have etrf questioos oor1oemiug this order, pease contact 
Danlelle Martin in cu New Yotk office. Thank you for this opportunity 
to be d service. 

Vety trUy yan, 

CT T~lahassee 



April24, 1997 

..,,-.- ' ;~1 

,'4.·- . ·' '1- ' #. . 
· ·~ J, .. 
~f .. ~~>:: •. - . '-'"'•. -
~ . ._ ;~; ~,,; 

- , . . , . 
... -·"· ... · 

FLORIDA DEPARTMENT OF STATE 
Sandra B. Mort.ham 

Soc:reWy ofStata 

CT CORPORATION SYSTEM 

Qualification documents for INTERNATIONAL EXCHANGE NE1WORKS, l TO. 
CO. doing bus.lness In Florida as IXNET, LTD. CO. were filed on April24, 1997 
and assigned document number F97000002163. Please refer to this number 
whenever corresponding with this office. 

Your corporation Is now qualified and authorized to transact business In Florida 
as of the file date. 

The oerti.:c&tlon you requested Is enclosed. 

A corporation annual report will be due this office between January 1 and May 1 
of the year following the calendar year of the file date. A Federal Employer 
Identification (FEI) number will be required before this report can be filed. II you 
do not already have an FEI number, please apply NOW with the Internal 
Revenue by calJing 1-800-829-3676 and requestlng form SS-4. 

Please be aware if the corporate address changes, it Is the responsibility ol the 
corporation to notify this office. 

Should you have any guestlons regarding this matter, please telephone (904) 
487-6091, the FNO!iJn Qualification/Tax Lien Section. 

lee Rivers 
Document Examiner 
Division of Corporations Letter Number: 097A00021176 

Diviaioo of Corporations- P.O. BOX 6327 -Tnllahaasoc, Floridn 32314 
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IJrpartmrnt of &tatr 

I certify the attached Is a truo and correct copy of the application by 
INTERNATIONAL EXCHANGE NETWORKS, LTD. CO. doing business in 
Aorfda u IXNET, L TO. CO., a Delaware corporation, authorized to transact 
business within the State of Florida on Aprfl24, 1&97 as shown by the records 
of this offioe. 

The document number of thla corporation Is F97000002163. 

~bm unbrr mp ~anb anb tbr 
~at &tal of d)t 6tatr of 11on"ba, 

at Q!:alla}Jaffrt. t))t ~uat. thtf tbr 
Twenty-fourth baP of April, 1997 
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RESOLUTION OF BOARD OF DIRECTORS 

(Please print or l)'pe) 

1.0 9 

r. the undctsisned _"l't4~_N.:...&...;f ,;:....(..::;.._-=U;,:.vuif'-'ll;,>~!o/:,.:ll----------'' do hereby ~~r~~ 
(I'll~ 

0 <":>;u 

::0 ==··l 
" ) !';~ ··· 

thu this Rc.solution of the Bosrd of Directors of _____________ &:-.,._...;~~·~\ 

"coi"''nlllon duly oracnltcd 411d cxistins under the ll,\S of the State of ))~uJw~ac 

w:u duly :~dopt~ on A~'- 'd I . 19£2_. 

Be it reSOh'Cd, lh;:t fJIVTt!TWit-rlo.Jfj (.. tkct$ ~c.Jo.tKr, L-TJ> 

ora:nited :!lid existing in the Sutc of -:p~ w~ M . hereby i!dOptstho n~ 

__ _;../_X...:;.....;I\/;...6'.;;..._-r_,._L_r....;p;..._ ___________ (or usc in Aorid.1. 

TOTR. P. OJ 
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APPLICA TlON BY FOREIGN CORPORA TJON FOR AUTHORJZA TION 

TRANSACT BUSINESS IN FLORIDA 

IN COMPLIANCE WITH SECTION 607.1503, FLORIDA STATUTES, THE FOLLOWING IS 

SUBMITTED TO REGISTER A FOREIGN CORPORATION TO TRANSACT BUSINESS IN THE 

STATE OF FLORIDA: 

1. International Exchange Networka, Ltd . Co. 

(Name 01 COij)C)ii60il: iriUilltldUdi thi WOi'd "iRCORPORAYEO". "COMPANY". "cORPORAnON'", OfWOidi Of 

abbreviations ot like lmpo111n IMguiGe • wm c:teMy Indicate thM It Ia a corporation Instead ot a natur.J pet10II 

Of partnel'lhlp It no110 contained In the namt et pntHnt ,) 

2. Delaware 
3. 1l•370U37 

(State « country unati die liiW Of wtliCti k It Gmpcnted) <FEI numbet. lt iPPIICibleJ 

4. March a, lUl 
(Date Of lllOOIJIOiliOOii) 

5. Perpetual 
(OUI'Ittoii: Yelf COIJI. Win c:use to eidat « •perpetual") 

6. jjpgn Quo I ! li ca U"'~ll'=~.,..,..,.,.,~..,.,...=~~...-:r'l"lr...-T.n-:~~=-.!rT'r7n,...,...'l'<'TI'" 
(Date fu'St transacted 6\.iness In FIOiidi (see MdiOila 607.1!i01, 607 1502. llld 817 156. F S )) 

7. BB Pine Strc o' Hey Yo rk. Nay Yo r k lOOQS 

(Cunent milling eddre&a) 

8. see ottorhed p u tpplt s leuee 

(Purpose(a) o1 c:otp0111tlon IIUIJioflad In home ~tate Of a11nty to be Clll1ed out In the a. ot 

Florida) 

9 Name and atreet addre11 of Fl~ reglttertd agent· 

Name: c t CntDOr•t 'nn sy•tcm 

0 ~ c/o C T CorDOration System, 1200 South Pine 
foiCO Addl'e$S: .o..!Gw!..,n,..ad.._.R...,oa.,!!:.._..__ ___________ _ 

""PI...,.own~t o...,t""io ... n.__ __ , Florida, .... u_...J ..... 2~4 =-=-:-:--'-
(ZlpCode) 

1 0. Registered agent acceptance: 
Having been named as ~Oftd agent and to .a;epl sttMoe of pt'OCfU for t-'le ~~ $/Bled corporation at the pi ~~a 

dosignatftd fn this appllclltJon. I hereby ffOCOPllhe eppoint,.nt es reg/Ill Ired.,, •nd lfJfH to «.t In this cap«:~ty I 

further IJf}roe to oomply with the~ of all slllutiS re#Mive to the ptOptH and oompllle petf01manoe of my dutlu. 

and 1 am famiJIM with and «<CePf the obllgM/on of my poatlon u reglstll'ld .,w. 

c T Corporation Syat•• 

A r..r.NNIE BRYAN 
(.;L.......,. "8 "?(= •:•'rcw ASSIFTeHI SECPF:•srr 

(Reglatenld ~llignaiUI'I) (Orb) 
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11. Attached II a certificate of existence duly authenticated, not more than 90 days prior to 
deUvery of this application \o the Department of State, by the Secretary of Staict or other official 
having custody of corpot"lte recorda In the jurisdiction under the law of which it is incorporated. 

12. Names and addresses of offloera and/or directors: 

A. DIRECTORS 

Chairman: Bueeol 1 a Kle f pkgec;bt 

~reas: eq Pine srrecr 

Ney y o rk New york 1QOQ5 

Vice Chairman: _____________ _ 

Address: ______ _________ _ 

CHr~or. s ee acrached l ist gC dircctoro 

Address:-----------------

Director. ___________________ _ 

~ress: ____________________ _ 

B. OFFICERS 

President: nuid ll•hh 

Addr~'~: 88 Pine Stroot 

New ygrk Noy York tOQQS 

Vtee President: _______________ _ 

Address: ----------------------------
Secretary: ptn lel quyal!y 

Address: ee Pine errr•t 

H•• York Hey yqrk 1QAQ5 



Treasurer: ----------------------------------
Address:-------------------

14. Denfel Uteyelry Becr•t•ry 

(Typed or printed name and capacity of person signing appflcatiorl) 
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Appendix to Florida 
Application by Fgn. Corp. for Authorization to Transact Business in Florida 

Purpose Clause of 
International Exchange Networks, Ltd. 

The nature of the busineee 1• to provide te leco..unic.t1ona services and 
to enqaqe in any lavtul act or activity to r vhich corpora t1ons aay be 

or9anized . 

Paae I 



. Appendix to Florida 
Application by Fgn. Corp. for Authorization to Transact Business in Florida 

Directors of 
International Exchange Networks, Ltd. 

l. Russell G. Kleinknecht 
88 Pine Street 
New York, New York 10005 

2. Richard P. Kleinknecht 
88 Pine Street 
New Yor k, New York lOOOS 

3. Pete r J. Kleinknecht 
88 Pine Street 
New York, New York 1000!1 

4. David Walsh 
88 Pine Street 
New York, New York lOOOS 

5. Anthony Servidio 
88 Pine Street 
New York, New York lOOOS 

Pajle I 

l 



EXHIBITB 

TAB I SUMMARY OF FINANCIALQUALIFICAnONS 

TAB 2 SEPTEMBER 30, 1996 AND 199510Ka OF IPC INFORMAnON 
SYSTEMS 

TAB 3 UNAUDITED FINANCIAL STATEMENTS OF INTERNATIONAL 
EXCHANGE NETWORKS, LTD f.'OR TOE YEAR ENDED SEPTEMBER 
30,1996 

TAB 4 PROJECI'ED STATEMENT OF OPERATIONS FOR FWRIDA FOR THE 
0 ERIOD FROM SEPTEMBER 1997 TO SEPTEMBER 1998 



SUMMARY OF FINANCIAL QUALIFICATIONS 

JXnet ia 1 subaldlary oriPC lnfonnatlon Syatems ("I PC") In June of 1995, IPC acquired 
a controlling Interest In tXnet. IPC is incorporated in the State of Delaware and is in good 

standing under the laws of that state. IPC is a publicly-traded corporation, the stock of which is 
traded in the over-the-counter market on the NASDAQ National Market Systems. 

IXnet has sufficient financial resources to provide the services for which it is requesting 
authorization, properly and continu.ously. tXnct is relying on IPC to suppon its financial ability to 
provide the services for which it is requesting authorization IPC Is an established 
telecommunications equipment manufacturer with more than sufficient rC30Urccs to suppon 
tXnct's business. Attadled at Tab 2 is a copy ofiPC's September 30, I 996 and September 30, 

1995 I OKs. Abo llUCbod at Tab 3 arc t.he unaudited financial statements of IX net for first 
complete year of operations u 1 subsidiary ofiPC. Also attached at Tab 4 arc the projcctc:O 

statement of operations for tXnet'l operations in Florida for tho period l'tom September 1997 to 

Auauat 1998. 
These Ct.IJ'tefll financial statements demonstrate thattXnet has access to sufficient financial 

resources to meet its commitments in Florida. 



SECURITIES AND EXCHANGE COMMISSION 
Washington, DC 20549 

FORM 10-K 

Annual repon pursuant to Section 13 or 15(d) of the Securities Exchange Act of 193~ 

For the fiscal year ended September 30, 1996 Commission file number 0-25492 

IPC INFORMATION SYSTEMS. INC. 
(Exact Name of Registrant as Specified in Its Chan~r) 

DELAWARE 
(SUite or Other Jurisdiction of 
Incorporation or OrgMization) 

Wall Street Plaza 
88 Pine Stn:et 

New York. New York 
(Address of Principal Executive Offices) 

(212} 825-9060 

58-1636502 
(IRS Employer 

Identification No.) 

10005 
Zip Code 

(Registrant's Telephone Number. Including Area Code) 

Securities registered pursuant to Section 12 (b) of the Act: None 

Securities registered pursuant to Section 12(g) of the Acl: 

Tille ofCIWi Common Stocls, $,01 Per Vplue 

Indicate by check mark whether the n:gl$trant : ( I) tw filed all repons required to be filed by SectiOn 13 or 
I S(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period 
that the registrant was required to file such reports), and (2) tw been subject to such filing rcquircrncnl\ for 
the past 90 dayJ. Yes _lL_ No __ 

Indicate by check mark If disclosure of delinquent tilers pursuant to Item 405 of Regulation S·K is not 
contained herein 11n<1 wi ll not be contained, to the best of the reglSlrant's knowledge, in definitivr pro~) or 
informativn statements incorporated by reference in Pan Ill of this Fl)rm lO·K or nny amendment to this 
Fom1 IO·K._ 

The aggregate market value of the voting stock held by non-affiliates of the Registrant as of November 29. 
1996. was approximately S75.) million based upon the laS1 sale price reported for such dnt.- on th<' Nn.-.dnq 
Stock Market. 

The number of shares of the Registnlnt'J Common Stoclo. oursumding M of November 29. 1996 WIL\ 

10.650.172. 
DOCUMENTS INCORPORATED BY REFERENCE 

Portions of the definitive Proxy Statement for the Annual Meeting of Stockholders nf II'C lnforrnnuon 
Systems. Inc. (the "Proxy Statement"), scheduled to be hdd on F.-brwuy 14. 1997. are incorporated b) 
reference in Pan Ill of this Report on Form 10-K. 



anywhere in the world with the same hiah perfOITllllllCe characlttUticJ presently availabk only on expem1vt 

dedicalcd private networks. CurTc:ntly, the IXNET Ndwork has ~ork nodn in Nc~~o York. London. Paris. 

Chicago and Frink fun wvlci~~& customer .w:ss nodn 1n 17 countries 

The Comi*!Y was CSIAblishcd in 1973 as lnJereOnnc(.t Planning Corpon.lion 10 provide telephone 

equipment speelfiC&IIy clcslgncd 10 perfonn in the demanding mvironmcnt of the fii\IU1Cial ttad111& community. 

In 1986. the Company, then owned by Conte! Corpcnlion and known as Contd IPC. opened 1ts cumnt 

manufK!Uring flldlity In the Unilld States and comlllCili:Cd operations In the Umted Kingdom. In Ottobcr 

1991. the Company was .cquiml by Richard and Peter Kleinknedu (the "Prindpal Stoc:kholde11") and certain 

Olhers and rcnamod LPC lnfonMtloa S~ Inc. On Oeeobcr 3. 1994 IN Company CQttlplcted Its initial 

public offering of3,250,000 shares of common s!Oclc 11 SIS.OO per iNrc. 

Tltr ladutry 

TIIITtU 

The turm industry is charaeterlzed by a small numlx-r of manufacturers of highly specialized 

telecommunlcallons syamu 101d primarily to c001panles in the financial services Industry. 1 urret systems 

must be exceptionally reliable b« .. .,.. of the time Rnllllve n11ure of trading 111:t1vity Tradma floon m&) 

contain in excess of 1,000 turrds, eath with eccess to hundmls of tdephone lines. Although turreu an: 

installed in addition to, lind communicale with. the interN! eorporate t.elephonc system (the "I'BX"). turreu 

have a :nultlplicity of enhanced features when compared to the POX, Including. (I) supenor speed and 

reliability. (il) non-blocking capabilities even under the busies! trading conditions; (ill) log-onflog-off features 

10 allow forlt8det" mobility; (lv) line assi&nabihl)' 10 access additional direct t.ekpllone II~ as needed. and (v) 

multiple programmable speakm. 

lnuma~ionaJ Ttl«:ommllllkolloru 

The 1niCmllional t.elecommurlaliom mar1cetpllcc has upcncnccd a significant tn~mfonnau •• :-: over 

the last decade. Improved technology and lnausccl compdition due In pan to regulatory refonn m num~ 

lnttmlllonal marbts and priVIIization of Sllle owned communications monopolits have contributed to the 

rapid cxpenslon of int.emadonal telecommoolalicm usaae The financial )(Nkn indu,tl) has gro~~on 

significantly, while as the same time Individual firms have cJ<pMded opm~tions international I> to cornpe1.c more 

c:tr~ • .ly 1n UlC global martdplacc. Whik these firms arc inves~ina heavily in COOimURicahons nell!oork 

technology and lnfrastn~Qure to I'Cillaln COOipdillvc In lh1s ne111oorkcd mvironmcnt. rc:JKlll) available 

alternatives do 1101 address the specific needs for globally 5UJiporled high performance international 

communic:arions bell!o-een the various ttadlna penncrs. 

To dale, flnanci41 trading firms have had two alttmativa for add!C$Sing these exacting 

telet001munlcations clernancb: (i) buildina privlle ne1wortts, incurring both substantial dnclopmcmt and 

ongoing costs (lhcsc private ne1works historically have been created for Intra-company communicat1onJ). or (ill 

utilizing the two.d be5cd common carrictl' public switched nell!oorU, wtuch cons1st of num:ttKa non· 

hornoa~ t)'SICrns and wvk:es offered In eath martd by a muluplicity of local provickrs Pmcntly, a 

large portion of lmemaslonal COOimunlcaslons Is conducted through a mesh of disparate Jill bile nctwoO.S that do 

1101 offer comparable quality, services, reliability or timeliness c.f delivery as "'ould lx- available through a 

dedicated private network. llowever, the CornJ*ly believes thai lnlemal dedicated pnvatc net"or1.' do not 

address the ii&nlflcantlnt.emationaltelecommunlcations lrlffic that occUil among financ1al trading firms 

2 



MXComptJct. DurinG 1994,1he Comp~~~ydelermincd chat a less costly VCI'Jion ofTRADENF1 MX® 

was~ for sma1kr slzled loaiiJons. In June 1994, the CcmJ*Iy inuoduccd the MX CornpKt. cbtgned 

with a capKlty of 40 turms with COfn!*llble fearures ofTRADENET MX®. The MX Compact is pad.agol 

In a slnaJe c:.blnet and competitively priced for branc:h otrte:CS m smaller marlccts. The c~n• list pm:c n111gc 

for the MX Compact Is SS.OOO 10 $7,000. 

Exd!ai~Jfrfoiw~. ~fonc\1P is an extremely ruggcdi%ed key etlcphone spcc;tfocally desiJVlCd for 

use on ~ flooB. ~fonc\1P uses distribuled microproc:esJOr 1CChnology 10 PfO\ Ide ease of fe&lurc 

customizalion and a slgnifacant reduction in the cable between the Ulding floor and tilt' hocJaoom switching 

equipment. The clllTetltllst priee n111ge for Exchange(~ Is SS,OOO 10 S7,000. 

Opm Unt Sptokt:r Sys~ttrU. The ComJ*1y tnlllU(IICIUrC:$ open line, digital. turnlcy speaker J)'llu.U 

for the filllllCial services indusuy. 1'he.se speaker systems prQVide full-duplex cornmunlcauons over I\Oo-wtre 

or four-wire cireuits chat enable brolcas 10 react inst.antancouSiy when Uldmg. From a smgle microphone. 

broken c:an broadcast simultaneously to nutnCIOIJ$ customers. Addillonally. these speaker sy~tcmJ contain 

digital signal Jlf'OCCSSOI' 101\warc which enables the speaker systems 10 be utilized 111 Increased volumes with 

minimal dlslon1on. echo, fecdbKk and sldetone.. The eurrmt li$1 price J"UUiC for wch ~>)'Siems is SS.OOO to 

59.000. 

During Apri l 199S. the Company acquired the 1WC1S of Bridie Electronics Inc. ("fPC Bridae"), 11 

recognized Je.der In the design, manufacture and nwtcting of specialll.CCI open-line speaker systems used by 

the fore Jll exchange community and Other lrllden in the financial services indusuy and th.. :ndustry's only 

provider of dlsil&l ~ I)'SicmS. 

The Company abo tnlllufi!CIUrC:$ multi·buuon key telephone sets and intercom systernl Mild in 

conjWldion with 1:UITd positions. Additionally, IPC remarlccts various other related products tncluding. among 

others, PBX systems. video eonfermc:lng equipment and volee logging and reconler devices. 

TIITN:r Suvlce. Following a Slt'ldard one year WWTIIIIY period after install.lllon of a tum:t system, a 

customer generally cnten Into an annual or multi·year service conlniCI, paid citht'r monthly or qua11Crly in 

lldvanee. In addition. twm services include moves. additions and changes to system configurations. 

~ /)(JIF:T Ntn<wk 

IXNET was fanned In 1993 and during lhe tim 18 months, its Cllm'nt senior manlliemcntterun focused 

on researching the imernatlonal tcleeommunlcalions requirements of the finandal IBd•ng Industry and related 

regulatOI)' trends. This research led 10 IXNEl'J plans for a value-lidded nerw:wk scrvmg the lntcnwlonal 

financial lnldlng lndusuy. Key findings which hi&hllahtcd the oppof1unhy included: rapid changes in 

technology requiring conswu reevaluation of previous I.OChnology decisions and new invcwnents to remain 

competitive; int.emal etlocommunlcallona ~ focust'Jd on lnlrJI.finn contmunlcatioN via private 

networlc:s rather than on eornmunlcaUocu with Uldlf111 counterparU: an unsatisfiol demand for high 

performance communlcaUocu bclvo'Oetl rums: dit&ultlcs in dealing with multiple vendots. patticulatly in 

intematior.al nwbts.; slplficanl displllity between the pricing and underlying eo~ts of international 

communk:alions traffiC; and no uniform Jt®.ltcchnology plllform for lntematlonal cornmoonicatlons. 

4 



J>A,RT I 

ITEM 1. BUSINESS 

IPC Information Systems, Inc. (the kCompany'' or "I PC") is o worldwide industry leader in providmg 
globally integraled telecommunications produeu and setVilees to the fl:lonclal services industry. ~ finnnc:iol 
services industry includes securities and investment banking f11111s. men::hant and commercial banks. inter­
dealer and foreign exchange brokers, securities and commodities exchanges and insuranc:e companies.. I he 
Company focuses on serving the financial trading mvlronmc:nt: the provisioning of products and services lluu 
facilitate the execution of purchase and sale lrlllSaCtlons Involving equity and debt securities. commodities. 
currencies and other financial insuum.enlS. The Company designs, manufact~s. installs and services LTnding 
room voice eommunicalion workstations and installs and services comp!'thcnsive LANs which provide the 
financ:iol trader more efficient DCCCSS to data and industry specific value-added ft'ntures. In addition. 
recognizing that financial trading has become a global industry, JPC, with its recently acquired subsidiary. 
lnternatiortal Exchange Networks, Ltd. ("tXJoiET"), has implemented a facilities-based global network <k3i~ 
for the spedallud International telecommunications requlmnents of the financial services indu5tl') . 

IPC's goal is t.o be the p!'tfemd single SOUI'CC providl.'r of intqunted voice:. dntn and video 
communications solutions and services 10 the financial trading tndustry on o worldwtdc basis. IPC has 
developed strong customer rela!ionships over the past two decades by providing and servicing the spcciallled 
telecommunJcalions products which ate utilized to support trading opcnllions. An Increasing number of 
financial services lnstltutions in the Unlt.ed States and nbroad operate globally, trading In the major financial 
markets o.round the world reprdless of time zones or national boundaries. The: Company bdievc:s tlilal the 
global telecommuniealions requirements specifiC to the flllaiiClal servic:cs industry are not being addressed. 
Such requirements include: maximum reliability. consist~ntly high quality transmission. bnndwidth on 
demand. capacity for high speed data transmission. rapid servic:c provisioning. dedic.-atc:d customer service. 
continuous attention to servic:c enhancement and new 5Crvices dc:vc:lopmc:nL Presently. u lnrge ponion of 
international c:ommunieotions are conducl('d through a mesh of dispnrtne public nc:t"'orks tlw do not offer 
similar quality, services, reliabil ity or timeliness of delivery as would be avalht.ble through n dedicated pri>ate 
nc:tworic. In addition. the Company believes thnt internal dedicated priva!C networks do not 11dd~ss the 
significant intemationaiLCiecommunications Lraffic that occurs among f11UU1Cialtl"'lding firms. ·rne Compa~l) 
inLCnds to leverage it~ ~xi.Sling extensive <:ustomcr n:latlonships to provide a continwslly growing portion of 
their customers' global Lelecommunic:adons requln:mc:nts through 11 comblmuion of producLS and 5erv1ccs 
developed by lPC and IXNtrr a.nd, in particular. through llle continued deployment of n fncilitic:s-b:L~ global 
nc:tworl< and the Integration of the ne1wor1< with IPCs product offerings. 

~ Company's highly n:liable. c:ustomiud LCiec:ommunic:aLions systems 1\l'C used on financial tnding 
floors where they are known as "turrets" or "dcalc:rboards.· I PC. with a presence in over 30 countries. hru. the 
world's largest installed base of turrets. IPC's turret systems are capable of providing high speed accc:s.l. to as 
many as 23,000 telephone lines and incorporate many fe.at~ designed to incrcMC the trader's productivity. 
speed and quality of communication. In 1993. leVCfll&ing Its existing customer relationships. the ('ornpnny 
lnunched iLS Information Transport Systems (''I.T.S.") business to provide and support tJ~e desigJl and 
implementolion of cabling infrastnxtures and an CJrpanded product offering including local and "ide: area 
networl< hubs and routers. IPC abo provides its customers with nc:tworl< planning and design. project 
m11nngc:ment.. ~ mll1A&CfTICtll,llld on-going f.acilities serv1cc: and support. 

IXNtrr lw implemented a facllilics·basc:d globtll nc:tworli: that compriiiCS a unlfonn tl.'chnology 
ph.uform. ~witching hubs IQQlCd in New York and London. network acce~ nodes and 'us1omcr p!'tmise nodes 
in other financial centers. dedicated eircuiiS connecting cUSiomers to the network and software applications 
specifically designed for the financial trading indusLry. The design of the network enables the Company to 
expand capac;lty (in response to. as opposed to in advance of) incn:ased customer traffic. ~ IXNn Ne1work 
offers desktop-to-desktop connectivity within and among different firms cnnnec:ted to the tXNI.T Nel\\orl< 



anywhere in the world with the same high performance characteristics presenlly available only on expens1ve 

dedicated private networb. Currenlly. the IXNET Network has network nodes in New York. London. Paris, 

Chiugo and Fl"'llkfur1 servicing customer ecc:ess nodes in 17 countries. 

The Company was CSIIblishcd in 1973 as lnlen:onncct Planning Corpon!1ion 10 provide lelcphone 

equlpmen1 specifically designed 10 pctform in the demanding environmenl of the financial trading communily. 

In 1986, the Company. then owned by Conlel Cofporation ll'od known as Cor11el IPC. opened its curren1 

manu11dllring facility in the Uniled Slales and commmc:cd opcmions in the Uniled Kingdom. In OeiOber 

1991, the Company was ecqulrecl by Rithard end ~ Kkinknetht (the "Principal Stoekholden") and eenain 

othcn and renamed IPC lnfonnation Systems, Inc. On OeiOber 3, 1094 the Company C()mpleurl h.J initial 

public offering of 3,250,000 shares of common stock at S I S.OO per share. 

Tbt IDduatry 

TurrtiS 

The 1wm Industry iJ c!W11Cterized by a small nwnber of manufiiCtlftrs of highly specialized 

1elec:ommunlc.sions systems sold primarily 10 companies in the financial services lndusuy. Turrcl sys1e1ru 

must be exceptionally reliable bec•use of the time sensitive lllllure of trading Dc:tivity TrDding floon may 

CO<llain in excess of 1,000 n.rcu, each with access to hundreds of leltphonc lines. Although turrclS are 

installed in addition to, and communlcalc with, the lnlemal corporlk tcltphonc system (the "PBX"). turrets 

have a multiplicity of enlwlced features when compared 10 the POX. including. (I) superior speed and 

reliability, (ii) non-blocking capabilities even under the busiest trading condllions; (iii) lc>&-onllog-off f~ures 

to allow for uader mobility; (iv) line assignability to IICCess additional di=t te~ lines as needed. and (v) 

multiple ~lc speakers. 

lnttmotlonol Telecommunkatlons 

The international le~unieations marketpleec has experim:ed 1 ~gnificanl transformation over 

the last decade. Improved technolo&Y ll'od increased compctllion due in pan to regulalor)' reform in n~ 

inlemalional miiUts and privalizalion or stete owned communicalions monopolies have c.ontribuled lO the 

mnid expansion of inlemational leiCCOmnJunications usage. The financial services industry hA> grown 

slgnlficanlly, while 11 the same time individual finns have expanded opennlons internationally to competr more 

e!f~eienlly in the aJobal marketplace. While these finns are investing heavily in communic:ations nc1woO: 

technology and infrastructure 10 remain competillve m this netWorked environment. readily avallable 

altemllives do noe address the specific: needs for glo'>llly supponed high performance inlematiOI\Ill 

communications between the various trading panncn. 

To daJ.e, financial trDdlna firms have had 1wo ahemalives for eddreMing lhcsc exac:ling 

1elccommunicetions demands: (i) building priVate lldworb. incuning both substantial clevelopmem and 

onaolna COIU (these prlva1e network.$ hiJIOriully have been cruiCd forlnlnKOmpany eommunica!JOnS); or (u) 

utilizjng the ""*' bticd common carriers' publk: swilchcd lldworb. whk:h c:onsbt of numcro~» noo· 

homogeneous S)lllemS llld services offered in e:IICh matket by a mulliplicily of local provlden. Presclllly. R 

large ponlon of lmemadonal communications is coroducted through a mesh of disparalc public netW·ork.s thnt do 

noe offer compcable quality, services. reliability or 1lmcliness of deliVet)' as would be eval'-ble through a 

dedlcalod private netwoft. However, the Company believes th11 in1emal dedicated pri"ate net"ork.s do noC 

addtas the slplftcanlln1emalional1elccommunications ualfiC that occun among financialtnding firms 
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Information 1ran.<port Syttmu 

lntegraled high speed internal dam communlcallons ~~ vooo have bc<lome critical to financial 
SCJVices companies. Companies are irwalllng increasingly complex computing environmenlS that ccnsist of 
netWO!ited desktop personal computers and wortcmtlons. printers, file servers, facsimile machines and LAN 
and wAN COMC~ions. The ineteased need roc infonnation distribution and the advances In ~twork design 
require companies to develop and maintain imemal expertise oc 10 outsourcc lheir needs to independem 
speciallslS. In respans.e to ils awareness of this increasing demand. the Company implemenled Its I.T.S. 
business to provide vof.ce, data and video networking infrasuucrura and connectivity to nil or the customer 
owned devices which require lt. 

Producu and ~rv~ 

TUTrcts 

A tunet is 11 sophistlcaled lelepbone system consisting of desktop eocuoles and bllekroom switching 
equipment for personnel Involve<! !n "'ivitles !Mt require rapid ~ 10 ~elephonc; l!oes, !!!!d n high degr~ of 
rellability, such liS the lnldina ec;tivity of a flll&llC.ial SCJVices company. A tum:l is inmlled In addition 10. and 
communicates with, the PBX. but has enhanced fe~~n"Tes and reliability compa.rcd to a PBX. TunelS are used by 
organizations that have critical communlcatlons needs, In which pe1$0MCI must have rapid access 10 a large 
number of Jines to dell\i'Ct' oc receive essential information. For example, 011 a trading floor, a lOst connection 
could result in a IOSI lla:Dsaetion. A tum:1 system must be completely "non·bloclting" and allow all users to be 
on the 1elephone at the same time even under the busiest conditions. In sharp contrast. n typical PBX 
configlll'lllion accommodates only approximately 20"A. of users spealcing at the same time. 

A turret system installadon involves extensive planning 10 ensure lhal all materials lind labor III'C 

coordinated 10 achieve an on-lime, within-budget completion. Delllilcd analysis 1S performed, defining oil 
required features and lines. The cabling infrastnx:ture is installed and tested prior 10 delivery of bockroom 
switching equipment. usual ly a month before "cut-over" (the time when the system use begins). About two 
weeks prior to cut-ovc.r, the desktop consoles are installed and the complete syS1em is rigorously lcsted. 
Cum:ntly, the largest ll'llding floors hllvc In cxc:ess of 1.200 turret poshioru with access 10 8.000-10.000 
telephone: lines and can bike up 10 a year to complete. 

System archicecrure Is a major advantage of IPC's tum:t produclS. IPC's cunettl Jumt systems have: a 
dislribuled archltcccure with microprocessor units dislributed lhroughout the cirwltry, such that 110 single fnult 
in 1he CUJTefll sySiems can cause a failure of the entire system. 

TRADENET MXI!>. TRAOENET MX®, a fully digital, distribuled archltccture product, was designed 
on a patenled mesh-swildllng fault tolerant networt. which ls not vulnerable 10 Isolated component failure. Its 
tolally diSiributed desll!lllvolds the dlsadvan~s of centralized processing by equipping each circuit card with 
two SPARC micJ'OI)I'I)UssorJ. provldin& a combined 25 MIPS of proc:cs.slng pav.er per circuit board. 
TRADENET MX® is 6eslgned as a plalfocm combining hardware and soflwatc upon which new fcatUI'Q rutd 
applicaJions ean be added 10 enhanee the product. Beuuse they are mainly software based, these enhancements 
can be made quickly to enable the Compcu:~y 10 respond rapidly 10 developments in the nwkrt or to a 
customer's spceiftc requests. The customer can have a continually u~to-dalc: sys&em by gradual uPilfllding of 
software. The TRADENET MX® platform is designed with the e&pablllty to swilch data and vide() as well as 
voice. The current list price range for the TRADENET MX® Is $8,500 10 $15.000 depending on the 
configtuallon and ftilun!S required. 
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MX Compocl. During 1994. the Company clctennlned that a less costly version ofTRADENET MX® 

was required for SI!Uillcr sizx:d locations. In June 1994. the: Company Introduced the: MX Compact. designed 

with a upecity of40 tufTcU with compnblc fectrCS ofTRADENET MX("} TI~e MX Compact I& packaged 

in a single tablnd and c:ompelltlvdy prked for bnnc:h off~ rn smalkr maricet.s Tile CUtmlt hst pnce range 

for the: MX Camped Is $S,OOO 10$7,000. 

~fom~. Exdlan&efone® Is an extremely ruagedlzed key telcphor~e specifically designed for 

USC 011 CXChanac fl~ Exchanaefone® UtiCS diJIIibutcd mlcroproccs!!Or trchnolngy to pmvide CII$C llf fcaiU~ 

cw.tomlwlon and a allllllfic:ant n:duc:tlon In the cmblc between the tmdlng IIUOf and the backroorn •wltchh1g 

equipmcnL The c:wrent llsl price range for Exthaniefone® is SS.OOO 10 S7,000. 

Opm UM Speoku Sy;rltwu. The Caml*1)' manufactures open II~. digital. turnkey speaker systcnu 

for the: financiaiJCrVices inclusuy. These speaker S)'SiemS provide full-duplex communicahons over two-wire 

or four-wire circuits that cnabJc broken to react instAntaneously when trading. From n single microphone, 

brokers can broldcast simulllnOOU•Iy 10 numerous customers. Additionally. these speaker systems contain 

digltal signal processor software which enables the speaker systems to be utilized at Increased volumes with 

minimal dlslortlon. echo. feedbedc and sidctonc. The CUI1'mt llsl price range for suc:h systems is SS.OOO to 

$9,000 

During April 199S. the: Company acquired the asxu of Bridge El«<ronics Inc ("fPC Bridge"), a 

recognized leader In the clcsian, manufldUrc and nwtctina of speciAlized opcn-lir~e speaker tyllcms used by 

the: foreign exchange c:ommunity and other tr1ldcn in the ranancw Kf'•kcs indUSII)' and the: industry's only 

provider of digital speaker syslemS. 

Tile Company abo manufiiC1lRS multl·button key tdephonc ..:u and mtC!Wfn 5plemS sold in 

c:onjunctlon with l\lr"el positions. Additlonally, IPC rematXeu vvious ocher rclalcd producu tncludtng. amana 
acheD, PBX systems, vkko c:onfercnc:lng equlpmenl and vola: logging and recorder devices. 

Turr~t Servi= Joollowlng a standatd one year w1m10ty period after Installation or a 1wm system. 11 

cUSIOmer generally entcn into an annual or mulli·ycar ICtVic:c conlniCt. paid either monthly or quanerly in 

edvanc:c. In addition. IUrT'e1 se.rvlces Include moves. eddillons and changes to system c:onfigurations. 

IXNilT was formed In 1993 and during the 1i111 18 months, it' current senior management team focused 

oo rescarc:hlng the lmmwlonal ~lecornmunic:atlons requirements or the financial trading indusuy and related 

rqpllatofy 1rcnds. This re:se.n:h led to IXNF.T's plMJ for a vaii.!C·edded network serving the mtemaJiortal 

financial tnld.lng lndusuy. Key findings which highliJtttcd the: opponunity included: rapid changes in 

ICChnology requiring constant reevaluation or pl'e\'IOUS l«hnology decisions and new investmc:niJ 10 remain 

c:ompetitivc; internal telec:ommunkallons dcpMmmiJ focused oo inlla·finn c:ommunications via private 

networb rather than oo communications with trading counlCiplttS; an unsalisfied demand for hiatt 

performance c:ommunkations between finns; difficulties In dealing whh multiple vendors. pMtkulnrly In 

lntematlortal maricets; significant disparity ~ween !he pricing and underlying CO!IIJ of lntcrTIIItioMI 

c:ommunlc:allons traffiC; and no unifonn globall«hnology platform for lntemaliona.l communications. 



IXNET has implemented a facilities baud global nctwm specifically designed (Of the finanCial 
services industry. Signlflc:ant fe.arun:s of the tXNET Nerworit Include the following; 

Uniform Eouioment Platforms: OOffiT his selcc:led Northern Telecom Lld.'s digital carri" platform 
for all switching nodes In the lnteml1ional necwort. This will provide for all services to be available 
universally, "11-set-up time to be mlnlmlz.ed and one nc:'!Worit fiW\Iiement and control system to 
opcimize nc:IWOrlc performance. In addition, tXNF.T has selec:tc:d Ncwbridge NdWO!b Corpora11011 to 
supply nodal bandwldlh rn&fll&eii1CIIt and customer she equipment throughoul the worldwide nctwork. 
The unlfonn platform will provide high per{onnancc, advanced features and global network 
me.nagcment whidl allowJ for 111pid provuiooin& and c:nd·to-end network diqnostiQ. n.., ComJllllly 
will continue to Investigate additional manufactums and to leSl, evaluale and deploy open standard 
products to optimlz.e the IXNET Network. 

Transooa: tXNET utillz.cs multiple carriers to provide acuss facilities from custom" premises to the 
IXNET fllcilicy. Such carrlm Include: local c:~c: carrien, cornpc:1itivc IICCesS providers and 
cornpc:11llve local cxdump urrictl. In all cases, aceess from lhc customer 1ltes is via a digital facility. 
In addition. the Compeny !cues and ac.qulres bl.'ldwidlh from regional and lntm~~llonal common 
carrie11 to link Ill netwm locations. Divcnc multiple routlfli is utilized to increase reliabllicy beyond 
the service level of any Individual facility provider. 

• Netwods Opm!jOfl Cen!m CNOCs->: The Comp1111y cum:nlly lw fully operational NOCs in New 
York ncy and London. which house the specialized equipment ncccuary for manlj!lng the network. 
The NOCs c:ontaln woricstatlon based aoftware systems allowing for lhc display of alanns for all 
equipment conditions. testing of all advc:llC conditions, re-routing of traffic to other equipment or 
networks, management notification of critical conditiOfiS and provisionlng of c:m~omer bandwidth. 
While the New Ym Cicy NOC will act as lhe overall openulons cootrol c:cnlcr for lhe entire IXNH 
Network, each NOC can independently suppor1 lhe IXNET Nctwm. Additional NOCs "'ttl be 
deployed to rmjor financial centers based on customer demand. 

IXNF.T &rvias 

tXNI!T services include the followln&: 

[)((;lnht>l tl((il.maJ provides a seamless global private network to the Onanc:lal ~rvlcc) communh) 
o~ a single common &)obal pla&fonn offering callifli 1111100& all IXNI!T member Orms worldwide with the 
same high paf01111111Ce charK!eristics presently available ooly Ofl expensive ded.iuted private: networks. 
Fwures of IX Global Include: (f) OIWIC1 calling privileges to allnc:'!Worit pat1iciparus: (ii) fast call setup and 
enhanced feat~~~a; (iii) 'virtual" automatic ring down service whic:h c:liminatn the need for costly private lines. 
(lv) flexible: IICtwOfk dcsiJn and configuration; (v) nlpid end·~nd provisloolng of cirruits 3nd network 
architecture: and (vi) gJobeJ netwm control and IICCOUI1t ~ 

IXLmk. IXUnk b lXNEl"s clcdlcated pnVale line service. The scrvtc:e features inc!~: (i) hig)l qual it) 
digit.al c.o<ll1eClivity worldwide; (II) end-to-end cln:ults which eliminate tklC nculto ckal with multiple vcndorJ. 
and (iii) circuits available from "voice .,.clc"to -TilE I" cap.city. 



MXConn«t. MXConned provides seamless inlqV8llOII bc:t\>«n the IXNI r Nd~ork and the IPC 
TRADENET MX® digilll turTtt This diaiW privak line 5CfVict is being devclopal 1o mhaiKc the 
functionality and pcrl"ormance of bach the IUITd and the IX NET Nctwa!k '"'hen iniCt'COMC'Cted. Current service 
ofl'eriiiJ.1 Include specialized dlgilal open cooferenc:ina capabilities for uading poshions a1 mulliple site$. 
commonly referred 10 as "Hool ·n Holkr." Additional fea1W1: mha!KcmeniS arc currently uncln development. 

IXPrlme. fXPrime is IXNEl's ofl'·ndWO!k lof1g distance ttlephonc: rerviec:. Feasurc:s of IXPrime 
include switdled or dedicaled ecccss and simplified pricing for calls, eliminaling confusing multiple calling 
plans. 

A II IXMIT servlees provide flexible bill ina formal and media. ineludin& clear and concise calendar 
month invoidna whidl allows the user 10 «< .aual COSts. without coofusina discoun1 plans. IX NET also ofl'en 
optioN I local eurrcney billing. 

Information Transport S)~tnru 

The Canpeny m81'kcu lhc daian. imptancnwion and nwnlrnllll« of higll ~~ dala ncr-.Oiks "' 

I.T.S. This business line includes four major product and savicc areas: network lmplcmentalion and support. 
valuc-lddcd rervices, nclwortina prodUGIS and cabli!li infi'IUirUCturt. Customers purdwe these products and 

services on a stand alone basis or In bundled combinations. 

Ntrwork Jmplemr:ntlllion and S&lfJP0'1 The Company offen a full line of lechnital and netwa!k 
lmplcmcnllllion and support services 10 c:ustomen on a proJect bMis or as part of a long·lemltec:hnical services 
cooiBCI. The purpose of the Jona·leml c:oniiXI IS to allow the customer 10 have: contlnllOIIS access to high 
quality ltdvlla1 expertise. Such customers will have ecccss 10 • wide range of II'C l«hnical and operational 
resources. Including nc1wort eng.ineerina analysis. help desk 5Uppor1. user training and cabling and 

I'CQOflfialnlion. 

llolw·Adckd Suvicu The Company provides a '"'ide: range of value-lidded w:rv1c:cs •ncludina 
coordination of uwfing room dcsian. consuhma. cnai,_,;ng implcmcntalion, prOJCCI mllll4gemcnl the staging 

'In<! bum-In of workstalions. ltehJ.olosY and operational OUISOUI'ting. 

Nttworki"'J Prodw:ts The Company markdl and servicel a full line: of th1rd party manufacund 
networklna 1ys1m1 products includina local area network hubs. adap1ers. bridges. rO'ners. nctWOI~ management 
software and protocOl convenen. The Company sells these prodUGIS on a stand alone: b115i1 or fully insullcd. 
configured and inlegtaled with c:ustomcr systems. 

Cabling /nfrasiTIIC'IIIT' Cabling infi"'$$IUClurt provides physical COflnec11Vity among all 
communlc:alloos devi<:es, such a telephone switchlna equipment (tum:t or PBX). facsimile m.tdlincs. 
computer ndWOrb lnd video conference fkllitics. Provldina a customer '" ith tablmg infrasiNC1ure mcludcs 
~evcral diJtlnc:t phaa: network dcslan. documcnwion. lnslallation. cntir~t~~ion and ongoing sen-iec: and 

malntenencc. The Com.pany ofl'm ill tabllna lnfru~NC:~ure c.ustorners dcs•gn 111pu1 on' ar101n ~>stem clemcnu. 
lnclucllna divmlty of <:able routing. unJ.tlctT\Iplllble power J)'I!Cm~ a«Unt)' ufcauanb and table managctnmt 

S)'SlCmJ. The Complll)' places speclaJ emphasis on the testing and cntllicallon jli\&SCS of tlk proJ«I smcc: 
tOdaY• hl&h speed netwOiks demand that prodUGIS be lnslall~ in acc:ooilncc with strict manufacnnr 
speclfH:Illons. Upon c:ctllfiatlon, the Company guarant«s cabling mfrastnKturc lnstallotions as 10 
transmission dllnlc:teriltita aplnst def«ts fOt 1 pc1riod of five years. The Company also oiTm extensive 
docwnenwlon orlhc network lnri"'JJIUCJure. table layouts and all devit~ connec1i01 ..: 

6 



The Compeny presently rn&ltds liS t\lrrd and I.T .S. produas and KMGCS domesticall) and in key 
inlematiom.l financial centers. This is ICCOI!Iplished lhrouah a combirwion of distribution channels including 
both d~ illld dislribulor sales. The Comp111y prcsenlly has dirm sales and ICtYicc loc.uloru In New York. 
London, Atlanta. Boston. ChiCif&O, Cinc:lnnlll. Dallas, HOUSlOn, Los Angeles. New Jersey. Philadelphia. 
Pinsburah, San Francisco. SlllnfOI'd. St. IAuis. and Toronto. Canada. The Company abo lw an extensive 
nctworic of,established distribution ponners In Argentina. Australia. Austria. Belgium. Bnl.l.il. Canada. China. 
France, Omnany, On:ccc, liong Kong. Indonesia. Ireland, Italy. Japa.n, Kuwah, Luxembourg. Malaysia. 
Mexico. the Ncthaiands, New Zealand, PeN, the Philippines, South Afriu. Sin~. Swlturland. Taiwan. 
Thailand and Turkey. The fPC diJiribulor networic was established 10 enable IPC to ~II and Ktvicc systems 
&Jobelly. The dislribulors have expertise In IUn'd sales and LAN dcsisn and install.ltion. and provide resident 
qualified systems maioeers to suppot1customers. 

IXNET 5CIVices 11e pre.scntly marlceled and sold by a learn of experienced IICt\0 ori< wes profeSSionals 
dedkaled 10 the 1XN£T seMc:e offering. IXNET CUI'mltl)' has networlt wes professionals 111 New York IUld 
London and willldd sales people In ocher key to:.tions aJobally as iiS CXf*lSion continues. 

T~am Approach 

fPC and IXNET use a team approech In their sales and account management. E~h customer is 
assigned a team eonsistlng of lndlviduab whh responsibility for sales. client KtviCC$ and projec1 management. 
with a tram leader responsible for ovenll coordination. IXNET account mana&ers arc being lntegruted inLo each 
~earn In order 10 lcvcrt~&C existing fPC customer relationships. present 1 unined Company approacih. and 
coordinate service ofTeringJ. 

Global S.n·ices 

IPC recently stn~tturcd sales and openuJons &lobafly under separate functional orpnizations In 
lddition 10 fetililaling the "'team IJllli'C*h" 10 sales and acc:ount management. thiJ alignment promotes closer 
relationships with CUSIOmers who have slgnlfkant &Jobal. openuJons and complex cclccommunication needs. 
This reprcseniS 1 departure from the historical locatlon·by·location and projec:t·by·projec:t approach taken by 
turret vcndon and re0ec:ts the IJald toward I conJOiidatlon o( tnroding nnns and I growing preference by the 
firms to utilize common tec:hnoiOfiY S1andardJ throughoul' the organization. Objecdves of the global account 
program are In irnJ::il've c:ustomcr service levels and ~ time, increase customer cfficicriC y IUld 
producdvity, standatdiz.e service dellverables Kross all locations, improve cUSlomc:r busillC$$ processes IUld 
improve the (JStomn's ovcnall communleallons and control of its communications infrastructure. Each Global 
Setviccs team will lnc.lude Individuals dedkaled 10 accoont 1111111gement. operUioru and implc:menLation. 
business/finance and profcsslonaliCTVi<:cs. 

M(lTk~nng 

IPC maintains I high profile in the O~ial services market by publicizlna contraciS ~on. utilizing 
placement of advcrllsin& in lnduslry pubi!Citions and J*llc:i)Mtion in relevant industry ll'llde shoW~ The 

Company abo ecdvely plltkiplleS in industry tc:minaB 10 communicate IPC'1 capabilities to prospec:ll\c 

CUSIOmcrs and maintains a SllfT or experienced nwtcetlna professlonab who ameratc promOlional brochures 
and training mataiab. 
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CuJtomtn 

The principal Industries aerved by IPC Include; financial Jervke, I:Huoklng nnd stock/commodity 

exchan&es and lnsutii!Ce. The financial services lndusuy ii\Ciudes sec:uritles and Investment banking flnns. 
muclwlt and commercial t.nks, Inter-dealer and f~lgn exdlange broken. S«urities and commodities 

exchanges and instnnee compenies. Hlstoriully, .almosl all of the Company's n:vtnues have b«n dctivcd 
from sales 10 customers In the financial services industry. In fiSCal 1996, approximately 13% of total n:vc11ues 

were fiom one CUSIOmet. 

BlddOI: 

As of September 30, 1996. the Company had e backlog of pun:lwc controct' rcpn:Knting 
approximately $77.9 million of future revenues, tU compared with approxunately $72.S million Ill of 
September 30, 199S. Out to the size and lud tlmc of orders, which ton vary subslontlally. and because the 

Company generally f'lc:ognlzes n:vc11ue upon the c:omplction of an installation. the amount of bKklog at any 

date may not be inditalive of IICtual sales for any <ubsequent period. The Company's backlog includes only 

ordm for new insllllltiON 1114 does not n:flect annual or multi-year service conlriCts or orders for the 

rcconfiguratlon. alteration or expansion of exlstlni systems, IS such orders are nonnally completed "'ithin 

one month. 

Racarch .ad Development 

IPC continues to be a marlcet leader with the TRADENET MX® product family which sets a lugh 

standa:rd for n:liablllty, perfonnanu, and functionality. IPC works closely "'ith Its cUSlomen to understand 
their flJIUn: requin:mcnts and 10 ensure Its products lddn:ss their needs. During 1997. IPC intends to 

continue to invest In the TRADENET MX® family IS well IS its next aencration of products to sll'lt.lin the 
Company's leadership position in voice-based tnldlng system producu Recent addotoons to tilt 

TRADENET MX® produt. line Include the TndePhone MX, enhanced lntegrllled Services Digual 

Networtc ("ISDN'') connectivity and call proussing. and digital voice n:cording support. 

In addition to developing new TRADENET MX® ftlllun:J and functionality. IPC intends to 

.uuu~ly cmplwlu product Integration with IXNI!T'S global networtc. Thi1 integrlllion removes the 

traditional facilities bt.sed trldina floor boundaries and enAbles customers to build virtual tnlding 

envirortments that an: &t0111Phieally distributed. TheJe solutions an: anticipated to include functlon.alny 

such IS line networlclna. aJobal 11001 and holler, and aJobal intercom. Marlett require.ments such&.\ diSISlef 
recovery and IIW'ed tenant or Centn:x tumt aervlus will also be latJrted 

lntcropemlllty and lnteption of the llliCkrs' desktop systems will re.main a slrlllegic focus. IPC 

intends utillu Its core competencies in call processing. Application Programming lnterfa« development, 

Computer Telephony lnJearation, and fault tolerant switching to provide solutions to Improve trader 

productivity. Tiahlet coupllna and intearation between desktop systcmj, front office systems and bKk 
office systems will be pursued utlllzina key n:lationships with panncrs on the vodeo. lrlldc:r workswlon and 

market dlUa delivery an:nas. 

Manu factwrtaa 

The Company monufiiCtun:s hs products at I leuecl 8S,OOO $Quare foot building in Westbrook, 

Conneetieut. The facility houses production JIM~, 1 rrn•lr t1cfl3r1mtnt. im .:ntorv. a training center .,, • 

varfow support functions, lncludlna production achedullna. pun:ha~ona anu ·Ill lily os•urancc ~onnel and 
production lines for c:ln:ult board IWCmbly. 
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Manag«:ment ~lleve~ that the manufacturing facility and its resources are carat.le of handhng 

e~ted <kmand few the fOIU«..ble futw-e. 1lle Company believes that there are adtquatc •upplies of labor 

in the immediate area oflhc Westbrook f~eility. 

Most turret componenll have a reladvely shan lead time of approximately 30 days lfn"ever. there are 

a few long lead time items. apeelf1c:ally displays and buttons, thai need up to 24 "eeks order time. The 

Company pun:.lwcs cataln key product components thai are made to order from siflile " 'urcc suppliel'5 

MAterials are ordered to a production f<neast that is ck'rived by c:ons~&ntl} monhorinr sales octiHt) 

Fwthenn<n, IPC has ck'velopcd an extensive "point~f-use• program whereby its suppliers rre· posttion then 

lnven!Of)' In lPC's warehouK and lPC doa not we ownership until the eomponenu ••" r~Ct'ck'd. 1l>c 

Company believes that Its relationships with its suppllen are good and It lw not e~p.:rieriCCd supply 

diffiwltics. 

Compclltloa 

1lle markets for sophisticated communiutlons equlpme.nt and I.T.S. nrc high ly competitive 

Although some of the Compeny's eompctitotS are sulntantlally larger and hDvc greater re10urees, 

management believes that IPC's strong market position is the result of ru consistent ability to produce high 

quality producu, iB established reputation for the highest quality ~ervke, Siron¥ rcl.rtronships "ith 

customers and experienced management sale~ and teehni"' suiTs. 

In the worldwide market for U'lldlna turrets, IPC's main eompetitoo are V OMd l'orporation and 

British Tclecommunicalions pic ("BT"). The Company also competes with HltiChl Ltd. Tel1ld lndUSJries Inc .. 

Eaali S.A .. Telcnorma GmbH (1 division of Roben Bosch GmbH) and LM ~ Lid Management 

believes it has signifiCatll ~ over its compctitoo by providrng super~« quatit prodocu and 

outstanding CU$tomer JCrvlcc on • aJoba1 basis. 

Direct compcdtion to JPC In the I.T.S. business is difficult to identify due to the level of fmgmentalion 

Although a number of companies cornpc1e for pelU of wtw the Company lncludrs in its cLUtomcr solutions 

(for example. cable iliSI&IIation), management belicvel; thai its expatise and capability to suppon the full11111ge 

of I.T.S. requirements of large national and intemllional cuSiomers provlck' It •~•th s•ill•OcMt compctru~e 

advantages. 

/nJt'moJio11oJ Tt!I~CXJmmunlcaJions Com~tftlon 

The lnstit\llio!W struc:tw-e of intenwiOMI telecommunications b changlna dramaucally. Thc5c 

changes may have signlfleant Implications few how telecommunications provlck'n will opcra1e In international 

markets In the flltW"e and may CIU!e new reaulatory Issues. Thrw major inte~lated trends Itt apparent. 

The rim is a trend toward market llberaltwion and the introdocuon of f~elhties·bucd competition 

This trend is accelenltlna a lhift from sinaJc narional C&rTien., whether 11ovemment Ot pr"'atel) owned. to 

multiple carTic:rs and more compctltlye nwtcts. To funhct this trend, a wodina 1110UP withrn the new Wewld 

Trade Organization. which repl~eed the General Agreement on TariiTs and Tnldc, has been flt(!OIIating markC1· 

opening measures concerning trade In basic and value-added telecommunlc:allons services and networks. The 

ncgoliatlons recently have been extended until Fcbnwy 1997, 10 reiCh ~menton measuru to open natiOMl 

lelccommunlcatlons matltetJ 10 international cornpcdtion. 

The aecond trend Is lncrel$ed private sector ownership of telecommunications providers. manifested 

most notably In the privatization of national c:Miers. This trend Is JpUrred by (I) the arowlfll fCWillhlon thnt 

lnveslment requlrcmenJJ for expansion of telecommunications infrastruCtures will require ICCU$ to private 

sector capital and (li) conc.ems thai punmel'll controlled carriers cannoc keep J*e with rapidly chang.mg 

tcdlnology and market clemlnds. 
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The third lmld is the increasina pen.clpation II1'IOng major antematJOnal carriers m global alhances. 

Such llllilii1CA:S, whicllmay be blxd on either cquhy or OOCHquity relations. an: auempcing to provision global 

products through sinaJe points of contact to global marlcer.s. The tn:nd towatd alllllllCC$ lw been further spurred 

by !he carriers' desire 10 ~ and mh4nce the prolilability or international lnlffic. the pricing or which 

reOcc:ts a Syslem or tettlancnt rates amona International tel«ommunkalions canic:n. 

Most gJobll allllnces ate sdll new end not fully ckM:Ioped, ci!Mr In u:nnJ of c:orpornte fonn or marke1 

stralegy. To date. 1\lVmucs 10 the alliances from targe1 marlcer.s. which include the global provhion ol enhAnced 

services to multirwional c:orpor~~lons. an: Jmall relative 10 tnldilional intcmatJOnal voice trnflic revenue. 

Nonetheless, sud! alliances an: ohlgJlifitllllU because they repre3efll Individual narional ClUTters llltempting to 

Jearn how 10 wortc togclhef in non-u.ditional ways and on a much gteater geogJ'IPhic scale. 

The Com!*lY belN:ves thai h hAs c:crlai.n competitive advantages over eJiisting carriers nnd the 

developing alliances. Jneludlna Ill netWOii>: desigrt and Its ability to exe<:ute itJ business plan. for several 

~ The partldl*l!S in the allin:es. u ...ammon wriC1's, have designed broad based networb for 

providing service 10 the public 11 larp. These networks utilize a wrlcty of lwdwan: and soOware, making il 

<liffK:'IIIIIO implement a uniform sJoba1 telecommunications system and otTer a common set of services with 

features and performance dlanlcterisdc:s ckmandcd by the linanclal services industry. While the alliMCCJ an: a 

lespoltse 10 cus&omer demand for a single point of contacl. by their nature the alliances have difficuhy 

implementing projccu and servlclna eustomm KtOSS corporate and narional bordm. The tXNn Nd\'<lB is 

desigmo to meet the spe<:ilic p~~rfonnance 11andards demanded by the financial services tndustry. Thts smgle 

market fOCUJ and the Com!*ly'S ability to integnuc hs products and services allow the CornJl4ny In provide 

com~hcnsive slnaJc JOUr'CC solutlonJ for its CUJtOmers. a ale11pdhlvc ltdvan~&ae over global alllllllCo 

The key global alllance:s lncllldo the following: Conecn Communications Company (MCI 

Communications Corp .• BT). Olobl.l One (Sprint Corp .. France Tele<:om, Deu~hc Tele<:om 1\Gl. World· 

Partnm (AT.tT Corp .. Sing.apcn Tcle<:orn, KDD Corp. (Japu~). and Uniworld). Unl\\orld (A TcH Corp., 

Tclia AB, SwiSJ Telceom PTT, Konlnkl _kc PTT Nederland, Telefonlca de Espalla. SA). and The: Cable and 

Wireless Fcderution. 

Grwcmn .• ml<egulallon 

Tdecommunications services provided by the Company an: wbject to rq;ulalion by international 

mtitics as well as by United Swes federal. Jtalc and local govemmmla&encie$. The pnmat) n:gulatOf} poltc) 

of the United States is to promote efTCdive competition in the United Statn telecommunications service 

marlcet, particul.arly the l'lllUi{ct for International services. II Is the view of the United Sllltes government thai 

competitive intema1lonal m&rUts will provide lncmtives for funher mari.d entry both In the Umtcd States and 

foreign m.vtecs. Competitive m.vildS will also stimulalc technological innovation b) Umtcd Swcs supphm 

of infonnotion te<:hnology. 

The c:xistina international telec:ommunlc:ationJ tervlce regulatory environment ~ very difTacnt than 

that which exiStS for United Slllel domestic telecommunications services For clomC$1ic servtccs. the FCC and 

Slllte Public Utility Commissions have direct jurudictlon. granted by llatute, over all asp«tS of the se~lu 

With international traffic, ho\\evcr. the United SlalCJ' regulatory alrutture IJ llmht'\1 111 IIH' utiJ!IIInlhm '" 

tenntnalioo of tervlee In the Unltod Stain A a • rcaufl. I he I JnheJ Stain and each lordwu u>UIIIl) ~Jilin: 

Jurbd let ion over pol lela and rqullllons ~omrollin& intcroatJonal lckeommunkaiJOnS scrvtCCS bC1\' een the 

two. Thus, the United SlateS cannot unilaterally Implement a n:gulatol')' policy for lntmwlonaJ 

tele<:ornmunlcatlons. thereby llmltlna the Jmpect a dornelllc statUIC, aueh u the Communications Act of 1934, 

u amended ("the Communlc:atlons Act") can hsvc in de'VCioplna a new structure fnr mlemaltonal 

tele<:ornmunlcati~ 
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ITEMJ. LEGAL PRQCEEDINGS 

The Company is noe a p111y 10 eny pcndina legal poceedinp exccpc fCK cW= and lawsuits arismg in 
the normal course of business. The Company does noc believe thai these claims or lawsuils will have a material 
adverse e!Tcct on the Company's financial <:ondhion Of results of operations. See Noce 9 to "Noccs to the 
Consolidaled Financial Statements". 

JT£M4. 

ITEM~. 

SUBMissi ON OF MATTERB TO A yon: OF SECURITY IIOLUEKS 

None 

PART II 

MARKET FOR RfNISTRANrS COMMON EQUITY AND REY,TEP 
SfQCKHOLPER MAUERB. 

The Company's common mx:k Is llsi.Cd on the Nasdaq Stock Market (Nasdaq • IPCI) The folio" lng 
lllble sell fonh the hlah and low sales prices repor1ed hy the Nasdaq. The common 11ocl. hegnn 1rnd1ng on 
S4:ptember 27, 1994. 

For the yur ended S4:ptember 30, 
1996 1995 

HIJh Low HIJh Low 

Fim Qu411er 19 114 13112 IS 1/4 II 
Second Quaner 26 1/4 16 112 14 II 11-1 
Third QUArter 2S 171/16 IS I/2 II 112 
Fourth Quaner 21 13 112 18 ) / 4 12 

As of November 30. 1996 there were 92 holden of record of the Company's stock. 

To d4te, the Company hu not pald any cash dividends to Its stockholders. Any future payment of eash 
divid~nds will depend upon lhe Company's urnlngs and financial condition. capital requirements and other 
relevant fac:ton. The Company does not Intend to pay cash dividends In the foreseeable future but Intends to 
ret.tin its earnings for use In Its business. 
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JT!M 6. SEI..ECT£0 FINANCIAL DATA (u.udllcd) 

(am owns In lhouslnds. atq!l per ~hare amounlJ) 

t'or lhc cl'vcn 
monllu <nclcd 

Fot lhc r.- c:odcd Scptcmba )0, Scplcmba )0, 

1996 199S 1994 1991 1991 

su ....... , o,.nu. •• : 

Rcve~~ua Sl49,soa Sl06,1J4 SI6J,671 $ 112,7 14 $68617 

(jros;s profit 76,111 61,17) 41,04) J I.IS2 20,)46 

Net lnoomc (loss) 12,129· IJ,267 16,S49 (I) 1.7)3 (},471) 

Eamlnat per &h.,.. Sl I' 5I 26 

Wdps.d avcnp: llwa OIUM4taa IO,S90 IO,S06 

Pro forma camlnp per lhln Sl II (2) 

Pro forma wci&)IICd avcnp: llwu I ,SJS (2) 

Suppk.naual pro forma amlnp pet ~hate ou (J) 

&.l .. co n..t Data: 1996 199S 
~mb<r)O, 

199) 1992 

Wotklrla capilli SSO,UI S46,1SI $17,661 Sl6,696 S7,077 

Tolal~ 140,9S7 IU,Ol6 110,702 70,120 44,411 

No~£~ payable 1),900 1,411 1,41 I 1,411 

Lona·•erm dciM 
10,66) 12,916 S,))l 

Lona·tctm lcuc commhmcou ),429 

SIDckboldcn' equity 71 ,71J SI,S04 21 ,12.2 7,121 S,91S 

( I) Net ~- lncludct 1M c:umulclvc elf oct of lhc Comp.ny' t l<tmill&l>Orl of ht S corpantlOn IUIUI which raul ltd U\ a laA 

bcndit or Sl,29S. 

(2) Pro fonna caminas pet lhln wu compuled by dlvldlna pro forma net inc:omc (income before provOJion fO< lncc>rM ~a>cs len l'fO 

(onna ptOvilloa (ot '-Wla) by ptO forma wciahiCd &Yct'IJC llutnba Of lhlnt ouuundiRI The PfO form.t pniYIJion (Of 

U1C0mC IUca - 111111 IJIC.US wu IUbjcct 10 c:orporaiC (cdcnl 1- t&>n fot lllc )'UI lllld u.cluclc:s lllc 1U benefit 

UJOCi&ICd with lhc termination oflhc Company' aS e«por~~lon flAtus (Sec (I) above) Pro fonna •a&)IICd nct11JC number of 

tharcs ouUialldJna II lhc h'-lcal wcl&)lled avct'IJC numba or Jlwcs oulJtarldlna dunna lhc pall ,..., ad)wtcd 1o aJvc dfcctlo 

lhc numbct of llwa w'- procccdJ wac DCICCtAI)' 10 pay lhc rcm&~nina S corponiiOR dollltblltlon 10 pM>!Tcuna 

nockholdut. 

())Effective Oetobct I, 1994,111d In connection with lhc Company' t lnlt<Al public o!Tcnn~o IPC con•CI1cd flom an S «>tponiiOR 10 

a C ~ ~ pro ,,_ CWIIIIII$ per ~ban fot 1994 has bem calcula&cd utili& lhc Cotnpan) 'a ttpot1cd IIICOinC 

b<fote IUCS and &ivifla ctfoct fot bolh lhc Company's (OJCAI 199S clfoctiYC IU nl< llfld wct&)IICd ~>cn&c"""' OWI.IIIICI"'' 



Presently. the Complny is required 10 file wilTs listing the lemiS. conditions and ~ for its services 
for both its inuawc and intemllional servkes. In llddilion, the CornJ*ly is required to oblain FCC 
••".horintion to provide illii:IMiional klccommunk:8tiorr; semc:cs.. Under the Cornmwucahons An. the FCC 
has the authority 10 forilelr &om im!IO'Ina any resulatiom il dcmts unnecessary, indudln& requirina non­
dominant CIITiers 10 me wilTs. 

tXNI:.I currently holds an FCC authorization 10 resell priviiC lines thai arc noc inkn:onncctcd 10 the 
public switched klephone networt for communication services bctwccn the United States nnd numerous 
international points. IXNET alto holds an FCC authoriwlon to resell private lines lntertOMCCted to the public 
switched telephone network for communk.atlon ~ervlccs between the United States and the United Kingdom. 
Canada and Sweden. IXNllT has .uclvcd a reciprocal aulhorizalion from the United Kingdom to rtSCII private 

lines intertannected to the public rwi~hed networit bclween the United Stales and the United K inadom 

Swc rtgulatory commissions cxcrtlse jurisdiClion over inlnLSiatC scrvk:cs. lntraswc services art 

communicatiOOS thai origina~e and &cnninlle In the same 5lal.e. tXNET holds a cenlfiUIC of public convenience 
and necessity to rtSCII forms of klephonc aervlce Within New Y ort Stale. IX NET Is in the process of oblaining 

similar authoriDtions from other SCilla.. As the~ rtglma change In the Untted SI.IICS and cbn\ltcre. 
:he authorilations held by the CornJ*ly alto may need 10 be adjusu.d. 

lntmtOtlonal R~gu/Diory Conskkrottons 

The rtgulation of IXNET servk:.cs in forcian jwiJdic:dons will differ from country to c:ountry depending 
on the progress each counUy has made In developing a competitive marltet for telecommunications services. 
For instanec. the United Kinadom has established a market struc:ture that enc.o1J111&cs the operation of new 
competitive telec:ommunlc:atlon seNice provlden. IXNEThas been grw~tcd aileen~ by the U.K. Department of 
Trade and lndusUy 10 offer intetnatlonal aimplc resale and facility·bascd Rrviccs. This allows IX NET 10 offer 
suc.h Jerviccs from the United Kingdom. There art a number of Olhu countries that have liberalized or art in 
the process of libcralizina their klecommunk:ations environments. IXNFT Is In the proccu of obtainmg the 

appropriate authorizatlons In a number of these jurisdictions. 

Other foreign jurisdictions tab the polition 111a1 all klccommunication scn-k:cs are under the exclusive 
jurisdiction of the swe-sanetloncd monopoly. In these countria competit.lon Is stric:tly prohtbited llo-.-evcr, 
even in these countries. IXNlrr may have a special llltUS thai would enable it 10 provide scn-kc. A number of 
c~untries will allow so-called "closed user aroups• ("CUGs") to opcmc outside the llato-Anetloncd monopoly. 
CUGs are communities or int....-:l thai are common among a comJ*ly and Its subsidiaries or group of 
companies. The European Union definition orCUOsloob 10 see Jrthc link between the membm of the group 
is a "common business octivity.• IXNET fits lhlJ definition of CUGs in several 'ounlries. This is bcc&usc 
tXNFr Is not like the lqe. inlemlllonal klccommunications service provide" 11111 maricet to the publk a1 large. 
Rather. its mariceting efforts and networt deslan arc focused on the needs of Institutions within the finMCial 
community, with this focus narrowed even r~ to u.dina room klccommunlcatlons services. The CUG 
categoriz.alion may enable IX NET 10 provide tctVIcc where II would otherwise be prohibited 

In those coumrics where tXNI!T Is llrictly prohibited from ofTerln& tctViec, IXNIT may mkr tniO a 
rclaltonship with the 11a1c sanetloncd klccommunlcaaJons monopoly 10 thai Its tctVic:cs c:.n be offered in thai 
Jurudiction. In these SitUations, the local klecommunk"ions terViee poovlcler would provide the facilities and 
offer local services 10 IXNET custOmCn. It Is likely dill llm'lc:es would be of h•&Jicr ec»t In lhese situations 
Thefe are. however, ccnaln COWllries which do not require lkcnslna for the provision or telccornmunkalions 
nct"'ork SCI'\Ikes. 

IXNt:T is in the proccu o( obcalnlna the IICCaSir)' IUihoriz.allons to provide tctVIcc In a number of 
European and Asian countries and b C!lCplorin& the ~ envl~ In additional countries tlrieted for 
ICrVicc. It intends to establish Its tctV1ces el!Mf throuah lic:enslng as a klccommunlcatlons servia: provider, 
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CUO Off throu&ll billlcral egrecments with a telecommunications monopoly. As the regulatory regimes chMgc:. 

I XN!rr will adjUSI its regulaiOify Slmeg)'. 

latelleda al Property 

The Company relies on a combination of patents. trade sccrc:ts, trademarls. copynghts and other 
intc:llec1U&I property law, nondisclosure ~menu and othct protective measun:s to protcc:t its propri(\81)' 

rights. The Company ~nlly has 13 United Swes patents. including deslan patents. and the more: 

pending patent 1ppllcalions (Off Its technoloaks. The Company also rc:Hcs on Wlpatented know·how and 

trade seems and employs various mcthocb, including confidenllallty agrcc:ments wtth employc:es and 

toNultants. to protec1 Its !Bde sccms and know-how. The Company also may dc:sirc to dc:vc:lop. produce 

and martcct commm:ially viable new products, such u pmonal communications systems. that may require: 

new or renewed llteruea from others. 

£mployta 

As of Sepcanbet 30, 1996. the Company had 1•1 full-time. non-union employees world,.,lde, 

including 61S In the United States and 1261n the United Kingdom. OftheK. 69 "t:rc: c:npgcd in marketing 
and sa•":S, 90 in mearth, ~iopnlenl and product Cfliinc:crlng. Ill In firwKe, branch and corporate 

admlnlsuation, 221 In manuf~eturlng and 230 In operatioN. 

An additional 46S United States workers are rc:preKntcd by tollec&ive barpining units, Including 

413 whhin the New York metropolitan area provided under labor pooling agrcc:ments betw~n lhc Company 

and two of its affilialc:s. Canu.:ts with Wlions 11\1 ~Otiated ~:very three yeArS. Current ag~eements 
""Piring through June II. 1998 provide benefits, waae rates. wage Increases and gncv~ and twninatoon 

procedures. 'The ComJIIIlY bas never expericnocd a w011c stoppa&c. Manaaerncnt beliC\'CS that currc:nt 

relations with labor"" coocS and that c:xlstlna union contniCts will be renewed. 

EnvlroDmRtal Mallen 

Th" t"!>mp:~~~y Is subject to various federal, mtc and local environmental laws and regula&lons. 

including thoK governing the use, dischafac and disposal of hazardous subslanc:cs In the or:! i'lary course uf 

its manuft.awma process. Although m~n~&anent believes that Its current manuf~eturing opcratiom comply 
in all material respecu with applicable environmental laws and rcgula&ions, there is no assurance that 

environmental leglslallon may n01 in the fulure be cniCtcd or interpreted to crcale environmenl41 hablli1y 

with respect to the Company's fKilities or opcrallons 

ITEM l . PROP£BDES 

The Company leases liS manufacturlna facility in Westbrook. Connecticut. its executive ofliccs and 

network swltchina facility In New YO/fk City, ita rescarc:h and development fac:llhy In StAmford. Connecticut 

and its branch offices and sales ofi"ICCS In the United StaleS, CanadA and in the Unhed Kmadom. The Company 
believes thai Its current filcllltles 11\1 8deqU111e for Its 11Qf•lenn requlremen11 and docs no1 anticipruc: the need for 

si11J1ific:ant expansion In the fot c1eeablc future. 
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ITEM 7. MANAGEMENTS DISCUNION AND ANALYSIS OF FINANCIAL CONDmON AND 
RESULTS OF OPERATIONS (un~ucitt.d) 

The lo..ow~ng tabla let lath Olftaln stltamenta of operations data end lb J*C*'Iage to tolal 
revenues for the periods Indicated: 

For the year ended September 30. 

(Dollars in Thousands) 1gge 1895 19i4 

Rtvtnuea: 
Turret aalel and Installation .......................................................... . $109.659 $100.851 $70.166 
Turret service .............. - ................................................................ . 55,484 50.057 51.433 
Information Transport Syatemt Ales, installltion end MIVIce .... . 78,842 55.346 42,on 
Networ1< servlcea ........................................................................... . 5.623 

Total revenues................. ............................................ .. ...... .. 249,608 206.264 163,671 
Cost of revenues .......................................................................... . 172,690 143.061 115,628 

Gross proftl ........................................................................... . 76,8111 63,173 46,043 
Research and development expenaes ....................................... .. 11,467 10,106 7,654 
SeUing. general and lldrnlnls1tatlve expenses .............................. .. 45.~43 31,036 23,727 

Income from operations ........................................................ . 20,208 22,027 16,662 
Interest (expenae)flnCOrne, net ..................................................... . (678) 233 (1 .566) 
Gain on renegotllltion of leaH obligation on vacant facllitin ....... .. 517 
Other incomel(expenae), net. .......................................... .. 581 226 65 

Income befort provlslon for Income taxea .... .. ........ .. 20,121 22,466 15,676 
Provislont(beneflt) for Income taxea ............................................. .. 

Net Income .. ..................... ...................................................... . 
7,992 9.219 !673! 

$12.128 $13.267 $16,549 

Rtvtnuea: 
Turret aales and lnstallajon 440 % 48 9 % 42 9 
Turret service ............................................................................... . 22.2 24.3 31 4 
Information Transport Syatams aalel, Installation and aervic:e .... .. 31 .6 26 8 25 7 
Networ1< services ......................................................................... . 22 

Total revenues 1000 100 0 1000 
Cost of revenues ...................................................................... .. 692 694 706 

Gross profll........... ....................................................... ..... . 306 306 294 
Research and development expenaes ......................................... .. 4.6 <49 4.7 
Selling, general and admlnlatr.tlve expenaea .............................. . 18 1 15 0 14 5 

lnco-n')O from operatiot\a .................................. ...................... . 81 10 7 10 2 
Interest (expense)/lnoon"e, nat .................................................... .. (03) 01 (1 0) 
Gam on renegotlatlon of lease obligation on vacant facllltlet ........ . 03 
Other income/(expenae), net ......................................................... . 02 01 00 

Income before provl~lon for Income taxM ......... ................. .... . 81 10 g 96 
Provfslont(benefit) for Income taxea. ............................................ .. 

Ne·t lf"'(X)fTl8 •• . ••• . •• •..• .•• •. ••• • . • ................................................... . 
32 4.5 !0 5) 
4.11 % 64 % 10 1 

% 

% 



Qvsrvjew 

IPC Is a worldwide IndUStry leader in providing globally integratt:d tclcc:ommWlicaJions snvices to 

the flMilCial SC1Vtc:es IndUStry. The Company'$ highly reliable, cus10111iud telcc:ommunications S)'$1(11lJ arc 

used on financial ll'lldlna floors whcft lhcy arc kno"''11 as "turrcu" or "dcal~tboanb" In 1991. the ComJ)IUly 

launched ic.s I.T.S. buslncu to provide a.nd supporllhc design and lmplem~ntatlon of cabling infra.structurc3 

and an expanded proclua ofTcrill& lncludill& l.AN and WAN hubs and routers, IIIJld video confercncing 

S)'Jtcms. IPC. with its recently acquired subsidiary, IXNET, lw implcmcntt:d a facilities-based global 

network (lhc "IXNET NetWork'') designed for lhc specialized intenwionaltelec:ommunications requirements 

of the fmanclal services Industry. 

lPC'a goal Is to be the preferrt:d single souroc provider of Integrated voice, data and video 

comnnmicatlons solutions and eervlces to the financial tradill& IndUStry on a worldwide b&sis. The Company 

intends to le\1er1ge Its exlstl~ extensive CUSIOmcr rcll!ionships to provide 1 continually growing portion of 

their customers' global tclcoommunlcltlons rtquircments throuah a comblnetlon of prodUC'I.li and W'I'Viccs 

developed by IPC and lXNET. This b to be aa:ompllshcd throuah the continued deployment of a facilities­

based global ndWOd: and the lntqtltion oflhc nctwort wi\11 !PC's produa ofTmnp. 

1bc Company's operations arc separated into three J;nes of business: tWTct systems. I.T.S. and 

networ1c SCtViccs (lXNET). The Company ICCOUilts for sales of turret systemJ to dlJtribulors and direct Slles 

and installations ofturret aystcms as "turret sales and Installation." The Company accounts for revenue:. 

fron, turre1 system maintenance, Including annual and multl•ycar service contrkts, and from moves 

additions and changes to existing turret system Installations as "turret service." The Company ~~~:counts for 

revenues from I.T.S. design, Integration and Implementation projects, from sales of intelligent network 

products, such as hubs, bridges and routers, from on-she maintenance of customer m.T.S., including llnnUlll 

and multi-year contrKU, and from the provision of outsourcing services for the support. expansion and 

upgrading of cxilting customer networks as "I.T.S. sales, installation and service." Additionally, the 

Company ICCOunts for revenues derivt:d from the IX NET Network as "network services." 

Revenue from turret and I.T.S. sales and lnstallauon Is rccQ8Jllzed upon completion of the 

insullaboo. cxcepc for revenue from Slles of turret systems to diJtribulors, whicll is recognized upon 

$1\ipmcnl of turret producu by I PC. Invoices arc submitted during vlrious sages of the installation. The 

revenue anribuntblc to such advance payments is deferrt:d until system Installation is complc-ied. In 

addition. tontnldS for IIUiual rccuning turrcl and I.T.S. services arc g~ncrally billt:d in advance. and arc 

rccordtd as revenues rlllbly {on a monthly basis) over the tonlrklual periods. Revc.nLc from moves. 

additions and change• 10 turret aystems Is recognized upon completion. which usually occurs in the same 

month or the month follow!~~& the order for services. Revenue from network services arc recognized in the 

month the service is provided. 

Due to the 1ubstantlal Illes price of the Company's large turret and I.T.S. installations nnd the 

Company's rccosnltlon of revenue only upon completion of installations, revenues and operating rcsulu 

could fluctuate significantly (rom quarter to quarter. However, lhc Comp1111y's service business generates a 

morc consistent revenue atrcarn than sales and installation and, consequently, these nuctWJtions could be 

somcwhll dlminlshcd In the future as the Company· s service busi.ncss expands. 

16 



CompariJon of the year ended Sept~mber JO, 1996to tlrt year tndtd Septtmbu JO. 1995 

Rtvmuu. Total revenues increased by $43.3 million or 21.0%. to $249.5 million in the year ended 
Septemb¢r 30. 1996 from $206.3 million in the year ended Septemb¢.r 30. 1995. 

Tumt installation and related service revenues increased by $14.2 million, or 9 .4o/., to $165. 1 
million in the year ended Septemb¢r 30. 1996 from $150.9 million in the year ended Septcmb¢r 30. 1995. 
This Increase is prir,uuily attributable to the increa.sed ~CUptancc of TRADENET MX®. Management 
expects that sales ofTRADENET MX® will continue to ge.nerate the l!llljority of turret sales and installation 
revenue for the foreseeable future. 

Reo.·enues from I.T.S. sales and related service increased by $23.5 million. or 42.5% to $78.8 
million in the year ended September 30, 1996 from $55.3 million In the yev ended Septemb¢r 30. 1995. 
These: increases were altribuablc to the continuing development and expansion of the I.T.S. business. 

Revenues from networlc suvlccs of $5.5 million for the year ended Septemb¢r 30. 1996 resulted 
from 1XNET's Implementation of Its intenuulonal telecommunic:ation network during 1996. achieving 
recurring monthly revenues at an annualiud rate exceeding S I 0 million at fiscal year end. 

Cost of &wnwu. Cost of Revenues (as a percentage of revenues) decreased to 69.2% for the year 
ended September 30, 1996 from 69.4% for the year ended Septemb¢r 30. 1995. This dccreuc is due to 
c~o .ninued Installation cfficlencic:s and manufacturing cost reductions. 

Rueorch and Development E:xp.!ruu. Rcsc:arch and development expenses increased by S 1.4 
million, or 13.4%, to $11.5 million in the year ended Scptemb¢r 30, 1996 from SIO.I million in the year 
ended Septcmb¢r 30, 199S. The increase was due to the development of new produeu and enhancements to 
existing products. Also, n:search and development expenses for the year end~.: Septcmb¢r 30. I 996 Include 
expenses by IPC Bridge. Bridlle Electronics, Inc .. now known as IPC Bridge. was acquired b) the 
Company in April 1995. The Company b¢1ievc:s that development of new producb and enhMCrments to 
existing products are c:ssc:ntial to Its continuing success. and management intends to continue to devote 
substantial resou.rc:es to resc:an:h and product development In the future. 

Selling General and Admini.Jtrat/ve Experuu, Selling. general and administrative expenses 
inc~ by $14.1 million, or 45.4%. to $45. 1 million in the year ended Septemb¢r JO. 1996 from $31.0 
million in the year ended Septemb¢r 30. 1995. These: Increases are attributable to an Increase in headcount 
and other expenses to suppon higher business levels, stan up costs assoclat~.l! with tXNET and the continued 
development and geographic expansion of the Company's I.T.S. business. As the Company deploys its 
international networlc, management anticipates that selling and administrative expensc5 "ill increase. These: 
expenses will likely b¢ incurred prior to t.he realization or revenues. 

lnluesllncome I (Expe11se). lnteresl income I (eKpensc) decreased to $0.7 million in ellpensc fort~ 
year ended Septemb¢1 30, 1996 from $0.2 million in income for the year ended Septemb¢r JO. 199S. This 
dccte115e was primarily due to the Company's' utilization of Its line of credit during fiscal 1996. Total 
interest expense for the Osul year ended 1996 was Sl. l million compared to $ .4 million in the fisc•l ye.u 
ended t995. 

ProviJion for lltCOIIIe Tazu. The Company's efTcctlve taX rate, excluding minority tntcrest, for the 
year ended September 30. 1996 was 41.0 %. 
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Companson oftht yuu ndtd S#pttmbu JO. 199$ to tht ~or tndtd Stpt<'m~r JO. /994 

Rn~nws. Total revenue$ increased by $42.6 mill ion or 26.0%. to $206.3 million in the year ended 

Seplcmber 30. 1995 (rom $163.7 million In the yurendcd September 30. 1094. 

Revenue$ from tun-et installallon and related service incrca.sed by $29.3 million, or 24.1%. 10 

$150.9 million in the yw ended September 30, 1995 from $121.6 million tn the year ended Seplembef 30, 

1994. This Increase was primarily attributable to the increased acceptance ofTRAOE.NET MX®. 

Revenue$ from I.T.S. sales and related service: increased by Sll.J mtllion, or J 1.6% to SSS.l 

million In the year ended Sepcc:mber 30, 199S from $42.1 million in the: yeat ended September 30, 1994. 

This increase was attributable to the continuing devtlopment and expansion of the I.T.S. business. 

Grou Profit. The &JOSS profit as a pc:rcen~e of total revenues Increased to l0.6Yo for the year 

ended September 30, 1995 from 29.4% for the yeatendcd Sepccmber 30, 1994. This increase in gross profit 

pc:rc;enf.lie Is due to continued lnstallatioa effic:ic:ncies and manufacturing c:ost rcdll(:tions. 

Restareh and iNVf!lopmcnt E::rp.nsu Rcscan:h and development expenses tncreased by S2.S 

million. or 32. 1%, 10 SIO. I million in the year ended September 30. 1995 from $7.7 million in the ye111 

ended Sepccmber 30. 1994. The increase was due to the ongoing de~elopment of new products and 

enhancements to existing prodii(:IJ. 

Stllmg. Gtnuol and Admlnlstrot/Vfl E:t:ptnsts Selling. general and administrati~e expenses 

increased by $7.3 million, or 30.8Yo, to SJ 1.0 million In the year ended September 30, 199S from $23.7 

million in the yeat ended September 30, 1994. As 1 percen~e of revenues, expenses Increased to I S.O% 

for the yeat ended September 30, 199S, from 14.S% for the yeat ended September 30. 1994. This increase 

was attributable 10 1 rise In hcadc:ount and other expenses to suppon higher bll!lines' levels and the 

continued development and expansion of the Company's I T.S. bustness. 

lnttrutlncomt I (rqH!nse) Interest income I (expen5e) Increased to $0.2 million m Income for the 

year ended September 30, 1995 from $1.6 million in expense for the year ended September 30, 199-1. This 

increase was due to the repayment of long·tmn debt from the proc«ds of the Company's inittal public 

offering in Ol:tober 1994 and interest (.mcd on temporary cash imestments and short·tcm1 Investments 

throullhout fiscal 199S. 

Goln on Rtn,gotlorlon ofuau Obligation 0 11 l'ocant Focllmes. f'he Company renegotiated its 

obligation in conn«tion with certain VIU/It fac ilities resulting in a SO 5 milhon ~in for the )car cndtd 

September 1994. 

Provtsfon for '""""" Taxes. 11lc Company's effective tax rat~ for the )Cal ended September 30, 

199S was 41%. Effectlvc October I, 1994,the Company temtinated Its S corporation status und.as a result. 

was aubjeetto c:orporatc fedcnl inc:ornc taxes in fiscal 199S Accordingl) , the )Car ended September JO. 

199S reOects an increase in the provtsion for income taxes as the c:omJlllrablc pnor year·~ tn provision was 

based on the Company'• S OOtpotllion swus. On a comparable basis, auumlng the Yllle effective tAX file 

and number of shares OUUWidina after the Company's October 1994 intuaJ public offc:nn&. ne1 tncome 

would have been $9.2 million Of S0.88 per ahare for the. year ended September 30. 1994. 

II 



Liquidity and Capiral Resourc~s 

Net cash US«! in openuions was $14,737 for the yar ended September 30. 1996 whi~h rtlultrd 
primarily from changes in ~unts receivable and eUS1orner advlllGCS and deferrrd revenue offset, in part. 
by changes In depreciation and amortization and net Income. Accounts nleeivable incrcasrd during the 
period due to hlg11er business volumes and the timing of customer billings. The decrease in customer 
advances and dcferml reverue was due 10 jobs in progress at September 30. 1996 being at an earlier stage of 
completion when compared to 1995. 

Net eas11 provided by operations was S7.J million for the year ended September lO. 1995. Net cash 
provided by opemions resulted from operating profits and Inventory decreases from production efficiencies. 
offset by I~ in trade receivables primarily from hig11er sales levels. 

Net cash provided by operations was $7.3 million in the year ended September 30. 1994. lncrc~~SCS 
in inventory due to higher product derncnds and increases in trade receivables due to hig11er sales levels 
were more than offset by f'und.t pro' 1ded by Increases in customer advances and deferred revenue Md 
~nts payable and higher operating profits. 

Cash used In lnve'Jllng activities was S t2.7 million, S8.5 million and $1.2 million for the yem 
ended September 30, 1996. 199S and 1994. rcspcc;tivcly. Cash was used in investing activities for 
acquisition payments for JPC Brntge and property, plant and equipment expenditurtl. primnrily composed 
of machinery and equipment and leasehold Improvements. This cash use was offset In pnn by prncC'cds 
from the sale of a short-term Investment. 

In April l996,the Company signed a promiJJOry note with a bank increasing the Company's line of 
credit from $15,00010 $2S,OOO. At September 30, 1996, $13,900 of the line is outStanding. The weighted 
average interest rate on borrowings for fiscal year 1996 was 6.11%. At September JO. t99S there wa.' no 
amount ou:ts1anding on the line of cred it. 

In connection with the amplementation of the tXNET Network, tXN~:T luis entered into Clljlital lease 
ngreemcnts totaling approximately $4.6 million for cenain nc:rwortc switching equipment. 

On October ), 1994. the Company completed an initial public offering (the "OfferingM) of 
3,250,000 shartl of common stock at $1 S.OO per share and received Offering proc.eeds of $45,337. net of 
walierwriting discounts and commissions. During the year ended September 30, 1995, Offering proceeds 
were used to n:pay long·term debt of$10,663, repay noccs payable to stockholders of $1,411 and pay an S 
corporalion distribution of $1 8,S30 to pre-Offering stockholders The remaining proceeds were invested in 
temporary cash invcsuncnu and shon term investments. 

The CDmpany believes that eash flo~ from opulllions nnd Cl<isting credit facilltic• will he 
sufficient to meet Its working c:apital and capital expenditure needs for the near futurc 

(lu11rter!Y 1-'ltH'IIulllt)IIJ mill/Itt ~ciS of lnjlallon 

The size and lead time of new ordm can vary substantially and, sina the Company generally 
recognizes 111venue from the sale and Installation of turret systems and Information Transpon Systems on 
the completion of an installa.tJon, the Company's quarterly rtlults of operations may fluctuate significantly. 
Management docs not believe that Inflation has a significant effect on the Company's results. 

t9 



Foreign Exchaltg• 

'The Company's shipments to foreign distributors are genually invoiced in US Dollars. As a resuh. 

the Company believes Its fOfei&n exchange transadlon expos~n caused by lhc:se shipments is lnsigniflcanL 

Sales to the Companya customers in the Unlled Kingdom are denominated in British POWldJ Sterling.. The 

Company does not hedge Its ne1 asset exposure to fluctuations in the US Dollu/British Pound Sterling 

exdlan&e rate. Accordingly, the Company Is subject to risb associated with such fluctuation. However. 

adjustments to the Company's flll&tiCial position as a result of CUITCIIC) lluctuatlons have not been 

signiflcant. 

Thl.J Report on fonn 10-K contains c:etta.in forwatd-looldng swemcnts conuming.. amona other 

lhlngs, the Company's plans and objectives for future operatlom. plano«~ products and services. potential 

expansion Into new nwkcts. and 111tklpatcd cUJtomcr demand for our existing and future prodUCts and 

scrvka. 'The Prlvllle Seeurltlcs Lltlptlon Rd'onn Ac:t of 199S provides a Hwc hatborH for forward· look.lng 

statements to cn<:<~urage the Inclusion of prospective lnfonnlllion so lona as those statements are 

ac:companied by meaningful caudonary llatemcnts lclentif'Ying fac:ton that could cause actual mulls to differ 

mlllerially. Amona the fac:t.ots that could caute IICtUII res>1ts. pcrfonnanc~ or Khicvemcnt to differ 

mlllcrially from those desc:ribcd or Implied In the forward·looking statements uc general ec:onomic 

conditions. compedtion, potential technology chillies. chlllaes in or the lack of lllticipaled changes in tnc 

regulatory environment In various countries. c~es in CustOmer purchasing policies and pnKtlus. the 

abll •• y to raise additional capital to flnance expansion. and the risks inherent in new product and service 

introductions and the enuy into new aeographlc markets. 

ITEM I . 

ITEM 9. 

ITEM 10. 

DNANQAL STAU:M£NTS AND SUPPLEMENTARY QATA 

See Financial Statements and Financial Statcmenl Schedule be&innlng on pliC 2S 

CHANGES IN AND DI5AGRt:£MENIS WITH ACCOUNTANTS ON 

ACCOUNTING AND liNANC IAL DISCLOSURE 

Not applicable. 

PARTlll 

DIBECTQRS, EXECUTIVE OUJCERS AND OTIJER OUICt:RS Of THE 

REGISTRANT 

a. ldentiflcatlon of Directors: 

The information required by litiJ Item b l~led ~in by refcnnc~ to the information 

t~ntalned under lite caption. "Election or DiroctorsH In lite Proxy Statement which will be flied with the 

SEC within 120 days aft. r the end of the flacal year co~c:rcd by thls Form I O·K (the "Proxy Statemenl"). 

Such information is incorpcniCd by reference purs11111t to Oenenllnsttuction G(l). 

b. Identification of Executive Officers: 

'The information required by lhls Item is iiiCOfJ)Or'IIICd ~in by reference to the Information 

contained under lite captions "Election of DircctoraH and "Manaacmcnt" In the Pmxy Statemenl. 

Such information is incorporllled by reference. punuant to Oencrallnstructi011 0 ()). 
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lTFI'tl II . EXECUTIVE COMYENSIDON 

The information requl~ by this Item is incorporated herein by n:fei'CfiU to the information 
contained under the caption MExecutlve Compensalion'' in the Proxy Statement. Such inform~tion is 
incorporal.ed by refurnce. pursuant to General lnstruc:tion 0(3). 

ITEM 12. S£CVRIIY OWNERSHIP OF CERTAIN BENEfiCIAL OWNt:RS Af\10 
MANAGEMENT 

The information required by this Item is incorporated herein by reference to th~ informallon 
contained under the caption "Security Ownership of Certain Beneficial Owners ond Managemenf' in the 
Proxy StatemenL Such information is incorporated by reference. pursuant to General ln.suuc:tion G(J ). 

ITEM IJ. CERTAIN BELAIIONSHifS AND RELATED TflANSACTIONS. 

The information required by this hem is incorporated herein by reference to the information 
contained under the caption ~eruln Transacdons and Relallonships .. in the Proxy Statem~nt. Such 
informaJion is incorporllled by n:fcn:nce. pursuant to GeneraiiOJtruc:tlon 0(3). 

fARTlV 

ITEM 14. EX:HffiiTS. FINANCIAL STATEMENT scHEDULES. ANP REPORTS ON 
FORMf.K. 

(aX I) Financial StAtements 

Report of Independent Aca~untants 2S 

Consolidated Balance Sheets au of September 30. 26 
1996 and 199S 

Consolidated and Combined Statemenu of Operations for the 27 
Years Ended September 30. 1996. 199S and 1994 

Consolidated and Combined Statements of Cauh Flows 28 
for the Years Ended September 30. 1996, 1995 and 1994 

Consolidated and Combined Statemenll of Stockholders· Equity for the 29 
Y C4I'S Ended September 30. 1996. 1995 and 1994 

Notes to Consolidaled and Combined Financial Statements J0-41 

Ca)(2l Financial Statement S<hedule 

S<hcdule II • Valuation and Qualifying Accounts 

Schedules not listed have been omitted because they are not applicable or arc not required or the 
Information n:qul~ to be set fonh therein l.s Included in the Consolidated and Combined Finnnclal 
Statemems or notes thereto. 
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CaX3) Exhibits 

Exhibit No 

3.1· 

3.2· 

4.1· 
10.2. 

10.2.1 •• 

10.3. 

10.3 1 •• 

104. 

10 4.1·· 

10.13. 

10.14 •• 

21.3 

23 
27 

Raatated certtncate or tncorporauon. 

Amended and Restated Bylaws of Reglatrant 

Specimen CotMlOO Stock of the Registrant 

Enlplolfment Agreement. dated May 9, 1994, between the 

Registrant and Rlchatd P Kleinknecht 

letlef Agreement. dated October 17, 1995, amending the 

Employment Agreement betMen the Reglltrant and RiChard 

P. Kleinknecht 
Employment Agreement, dated May 9. 1994, between the 

Registrant and Peter J . Kleinknecht 

letter Agreement. dalltd October 17, 1995, amending the 

Employment Agreement between the Registrant and Peter J 

Kleinknecht 

Employment Agreement. dated Augull 29. 1994, bet'A-'8ell the 

Reglatrant and ,_ll'rey M. G. 
Letter Agreement, dated October 17. 1995, amendtng the 

Employment Agreement betMen the Reglatrant and Jeffrey M 

Gil. 
Registration Rlghta Agreement between the Reglatrant and 

Richard P. Kleinknecht and Poter J . Kleinknecht 

Employment Agreement. dated •• of October 17. 1995, 

between the Registrant and Steven Terrell Clontz 

Subsidiaries of the Registrant 

Con11nt of Coc?ara & Lybrand L.l.P. 

Flf\8nCial Data Schedule (for SEC use) 

Previously filed aa an exhibit to the Regllltrant'a Registration Statement on Form S·1 (No 33· 

78764) or Amendment No. 1, Amendment No 2, or Amendment No 3 to the Reglatratlon 

Statement, and Incorporated herein by reference 

Previously tiled ea an exhibit to the Reglstranra Repon on Form 8-K. filed November 30. 1995, 

and Incorporated herein by reference. 
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SIGNATURES 

Pumwn to the requirunents of Section 13 or IS{d) of the Securities ~hange Act of IQJ4. the 

Registnnt has duly caused this ~pon to be •iancd on its behalf by the undcniJIIC(l, thereunto duly 
luthori7ed. 

fPC INFORMATION SYSTEMS. INC. 

Date: December 27, 1996 By :Is! Teny Cloo!Z 
TmyCioo!Z 
President and Chief 
Execulive Officer 

Pursuant to the requirements of the Sec,urlties Exchange Act of 1934. this report has been signed 

below by the following persons on behalf of the Registrant and In the capacities and on the dates Indicated. 

Silnt!yrs 

tsf RICH \ RO P. KLEINKNECHT Chairman 
Richard P. Kklnkncdlt 

l si PETER J. KLEINKNECHT Vice Chairman 
Peter J. Kldnknedd 

_ ____ l:;:sf:_IE:..::;:.RR::.:.,:Y~C::.:l.::.:O:.;NTZ~:._---- Chief Executive Officer, 
Tmy Clontz President and Director 

(Principal Executive Officer) 

December 27, 1996 

December 27. 1996 

December 27, 1996 

_ __ __:l:::s!...:K~E:::.V.:..I;.:.N:.;M:.:.:.:,.· ::ES:.;PO~S::.:I.:..TO:::_ ___ Chief Atcountlng Officer Dec~mber 27. 1996 

Kevin M. E.Jposito (Principal Financial Officer) 
(Principal Attounting Officer) 

l si ROBERT J. MCINERNEY Director December 27. 19% 
Roba1 J. Mclna-ncy 
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REPORT OF INDEPENDENT ACCOUNT ANTS 

To the: Stockholders 
of IPC Information Systems, Inc.: 

We have audited the consolidated and combined financial SUitcments and the finMcial 

statement schedule of IPC Information Systems, lnc. listed in Item 14(a) of this Form I O·K. 

Tbcsc financial statements and financial statement schedule are the responsibility of the 

Company's management. Our responsibility is to expn:ss an opinion on these financial 

statements and financial statement schedule b8$cd on our audits. 

We conducted our audits in accordance with aenerally accepted auditing standards. 

Those stAndards n:quire that we plan and perform the audit to obtain reasonable: asswuncc 

about whether the financial SUitements are free of material misstatement. An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

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!cntotion. We believe that our audits .,rovide a reasonable basis for our opinion 

In our opinion. the financial statements refcrred to above present fairly. in all material 

respects, the consolidated financial position of IPC Information Systems, Inc. as of September 

30. 1996 and 1995 w•J u1e consolidated results of their operations and their cash flows for the 

years ended September 30, 1996 and 1995 and the combined results of their operations and 

their cash flows for the year ended September 30, 1994, in confom.ity with generally acc~pted 

account.ing principles. In addition. in our opinion. the financial statement schedule referred to 

above, when considered in relation to the: basic financial statements talcen lb a whole. presents 

fairly, in al l material respects, the Information required to be included therein. 

New York.. New York 
December II, 1996 

COOPERS & LYBRAND L.L.P. 



IPC INFORMAT'I<* S'f81EMS, IHC. 

COHIOUOATm BALANCE SHUT'S 
(Ooliltlln Thouunda, Exclpl Per 5'*- Amounla) 

September 30. 
1998 1~5 

AI8ET8: 
Current aaeta: 

calh and temponary cash Investment-. ........................................... . 
T l*le 111Ct1vab1M, lesa allowllnol of $1 ,621 and $1.6 72. ............. .. .. 

lnventortea.. ....................................................................................... . 

$2,306 
66,468 
36,367 

Prepaid expenaas and other current aate!S ..................................... -~~7,~2&4~ 

Total current asMta............................................................ 112,425 

Property, plant and equ1pm1nt. net. ................... '"" ................... 21,867 

Other -~~. net............................. .. .... .. ...... ...... .. ....... .... .. . .... . .... . ---,:-:-:~8,'=-86=-=5:-
Tocal aaaeta.......................... ...... .. .......................... $140.957 

UABI.ITIEI AND ITOCKHOLDER8' EQUITY: 
Current llablitles: 
Note pa)"8b61.......... ...... .. ... .. . . ... . . . ..... .. . . . . . ......................................... . $13.900 
Aocounta payable .............................................................................. . 14,369 

AccNed llabllltlla. .............................................................................. . 13,502 

Cuawmer advii'ICH 8nCI defwred nwenue ....................... ........... .. 19,448 
IMO 

82,157 
Short-term Ieete c:ommllmlntl ................................... ....... .. .............. . ---=~=-

Total current liabUitlea.......................................... .. ......... .. 
Long-term leaN c:ommltmenta .......................................................... .. 3,429 

Ottler labllithtl. o o o o o 0 o + o o o 0 0 o 0 o o o o 0 0 0 o o o o 0 0 I o o o 0 I o o 0 o o 0 o o o 0 o o I ll o o o oo o o o o o o o o o oOO oo.-o 3 ,858 
89,242 Totll~ ... ............................ ................................. _.....:;=~ 

Stocldloldera' eqully: 
Preferred ltock • $0.01 pat value, authortz.ed 10,000,000 5harel, 

none luued and ouii!Mdlng 
Comn.un atock - $0.01 per value, authorized 

25,000,1)()() .,_; luued 10,860,000 end 10,783,740 shares 
11 Seplembet 30, 1998 and 1995, reapecttvaty ............................. .. 

Paid-In Clpital...................... .. ............................................... .. 
Reta:lfled earnings . ....... ...... .. ...... .. ... ... . . ........................................... . 

109 
48.831 
25.493 

L ... ltMIUry alock, at co.t. 242.185lhlntt ............................ ---::-:-':::(7~18~) 
TotalaiDdcholdera' equity........ ..................................... 7 1.716 
T otlllilblillll 8nd llodcholdera' eqlllty S 140.95 7 

See Noln 10 Conaolldalld and Combined Flnanclal Statemenla 
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$15.766 
60,513 
35.111 

9.526 
110.938 

9,236 
7.864 

$128,036 

$14,807 
19.386 
29.912 

84,085 

5,447 
69,532 

107 
45,853 
13,262 

(718) 
68.604 

$128,036 



IPC INI'OIUIAT10N SYSTEMS, INC. 

COHSOUOATED AHO COIBNEO STATEMEHT'8 Of OP£RAT10NS 

("'-nnta In Thoutendt, EJ«:epl Per Share "'-nnl) 

Revenues 
Product sa1M and installtlon . $178.513 $139.947 

ServiCe ... 70,995 66.30? 
249,508 206,254 

Cost of revenues: 
Product aaJes arad lnst.ttatic>r\ ............................ ................. .. . 122.897 95,174 

Service 49,793 47,907 

172.690 143.031 

Gross profit. ................................................................ . 76,618 63,173 

Research and development~ ....................................... .. 11,467 10,108 

Selling, general end ldmlnis:tratlve expen ................................. .. 45,143 31 ,038 

Income from operations ............................................. .. 20,206 22,027 

lnterestlncomel(expen..a), net. .................................................... . (1178) 233 

Gain on renegotiation of lease obilgltlon on vacant fdltiel ....... . 

Other lncomel(e.xpense). net. ........................................... .. 591 226 

Income bel'ore provt.ton for lnoome taxn 20,121 22,486 

Provision/( benefit) for income IIXH ............................................. .. 7,992 9,219 

Net Income ............................................................. .. $12.129 $13,287 

Earnings per share ................................................................... .. S1.15 $1.26 

10,590 Weighted average shares oumtancllng ......................................... __ __;,=:;.::_ 10,506 

Pro forml data lunaudrtecll (Seo: N"':a 7l 

Pro forma provision for incune taxH ........................ .. ................. . 

Pro forma earnings per shere ........ ............. .......... ...... ...... .. . 

Pro fonna wetghted aven~ge eharu outatlndlng ....................... .. 

See Notet 10 ConiOIIdlted and Combined Flnlncal Statements 
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$103,529 
60,142 

163,671 

74,233 
41 ,395 

115,628 
48,043 

7,654 
23,727 
16,662 

(1.5118) 
517 

65 
15,676 

!673) 
$16.549 

$6, 184 

s 1 11 

8.535 



IPC IIWOIUIATIOH IY1TOIS,INC. 
COHIOUDAn.D AHO CO' SilEO aT A~~ c:.uH P:LCWI 

(Oolite In Tho. tncle) 

Cuh now. from opn11ng ldMIIII 
Net 1noon11...................................................... .. . .. 
Adjuttmefllllo reoonc:lle net Income 1o net ceth pro•lcMd by 

(uNCI In) opnlillg ectiv~t~H· 

~and emottlz.ltion..,,,,.,.,,HOoOooMO ... Uo 

Other ~U--o-H ··--

ProYIIJon lor dolmlful _...... .... 
O.r.n.d Income ~ 
Oe ln on ~lion ol IHM obllgetJon 

Chengn In opel alii Ill - and lellilotles 
Trwle rec>eWID!a .. . 
n.IIIOI1w ,_H., ......... H• .... _. -. 

Pnlpeicl apenN~IIICI OCIIIf CliiMI 111111 • 

Ottw UMta ........... . .. ·•••· ............. . 
Acc:cnJntt payable ........ ......................................................... . 
Aectued NtbWtlee and OCher llebWtlle .... .. 
.; .. t-lldviiiiCel and detloTed - ........ 

INC Cllh (~ In) pnMcled by Cll*8llng IOCtMille • • ..... _ 

Cash llowlltom lrwMtioiQ dvlllM 
~expend- .......... .. 
PurcheM of thort-lilmlln\IM'"*'l..... ..... .. .......... ................ .. .......... . 
PrDOMCIIItom U11 ol ahon-wmlmiMlll~ejlt .................. . 

AoQ~illllon olllridge ElecAicw-. Inc. 
Nee Cllh (~ In)~_.... . ·---

Cash now.ttom ..... dlg-ltiel 
,... pcooeede ltom note~ ........ ___ ,_ 

Pi DOMCIIItom 1019-Wm cllbC .... ..... ....... ... ... • 
Princ:lpel peyrnenta on c.plttl .._ • • .. 
Repe,..-t of lew~ debt .......... . 
n..-Y"*it olnotn ~ 1o ellllillee 
P100Mdlltom the -a.. olllOC:k cplione 

Prooeedtltom the .... of- lltoclk....... ........ ...... . . .. 
PurcllaM of treuury a!Ddl .. .. ........... , ..... .. 
s COfpO(IItlon ditlributlon... ' 

Net Cllh provided by (UMd In) ftNnclng ec:IMIJM 
Ellecl of uCillllnge 111ta c:ftangea on c:M/1 .. .. 
Net (dec; r•) ~101 OM In CMII. ............ _ 

Ceah and lrtli!pOIII 1 call~. begii••IG oii*IOd 
Celli and~ call ln\IMtmetrta, and olpe(rOd 

Supplemenlal d'eclae•,. ol c:MIIIow lnlornllltllon 
Ceah peld cUir1g the yell' lor· 

lnc:ome- .. ....... .. . 
t~ ............................... .. 

Non-ceth lnvn llng and nnanolno ICtMtiH· 
CIIJllll lellt obl(glllonl .. .......... .. . 
'"'"noe of ttodc lot the ecrquleltlon of Bridge Electtonlct, llll: 

u 

112. 1211 

(16 31&1 

(1 .678) 

(288) 

130 
(G60) 

(4.81111 
(10,308) 
(14,7371 

(11 ,7471 

2,007 

(2.11117) 
( 12,737) 

13,1100 

(221 ) 

IDe 

13,765 
208 

( 13,4180) 

15.786 

M .Ml 
a lOCI 

54.!lCI8 
• 700 

$1 3 .207 

2,058 
I 782 

861 
( 1.004) 

(I I 1104) 
1$~ 

( 1.805) 
(3421 
(717) 

1630) 
(8.882) 
7.343 

(8,411111 
(2,007) 

(6 $051 

' 10,68-31 
(1,4111 

4$,337 
(31181 

(18.630) 
14,337 

(4) 
13, 170 

2.616 
$16,788 

$11176 
• 18 

2.317 
1,1171 

786 
(4,2$6) 

(517) 

( 11,783) 

(23. 100) 

(3.S45) 
142 

3,044 

3.1110 
22,4$5 
7,253 

(1, 1731 

(1, 173) 

123.21 I 

(72) 

(2.470) 
(4,711$) 

(2'3) 

1,042 
1,574 

$2,618 

$1 .3110 
II , 1$7 



lf'C IM'~IIIATIOH SYSTEMS, INC. 

CONSOUDA no AND COMBINeC IT ATEMEHT8 Of STOCI<HOl.OEMo EQUITY 

(Dolin In Thouarocla) 

Combooed bellwa, September 300 1893 ., _ ___ , ·-··-

TflnllaUOn .cf'JVatment.. .. ......................................... . 

Nil Income o ... •• .. 

Purd\a.se Ott trMIUII'y atoc:K.. •••.•••••. --······ ..... - ••••••• 

Common 
atoc::ll 

$76 

s c:orporallon dlalribullon ..... _,,... . ............................ --~ 

Combined bellwao SeptM\ber 30. 11184 .. - ...................... _ 75 

Ttai\SIIllon edjuslment. ..................................................... . 

Net income.. .. ........................................................... .. 

Net poc:Mdl from ~nit~-' public offering. .............. . 32 

1awance ol common IIOdt llldet emp~oymtnt connct. 

Pun::hale of trMIUII'y a10dl. ................................. .. 

s eorpol'flfon dimbution .................................................... ---,.,..... 
Conaolidal:ed belance. September 30. 11111&. .. ...... 0 107 

Tranllallon adjvltme!ll. 
Nelonc:ome 
lu uance oloommon &IOC:It in ecq~iailion 
!n uance of common a...xllllldet IWCk purchiM plan 

I n uance ol c:ommon atoc::lll.flder aloc:k opdon plan 
Cont*ated belance, Saplember 30. 111110 

29 

Pakl· 
11'1 

C!fl!l!! 
$8,11811 

e.eee 

42.2111 
824 

(8,178) 
45.M3 

6W 
171 
108 

W .8S1 

Rtl.lined 
Mtl'Wlga 
(dtftal) 
!S1o483) 

(213) 
115,6411 

!t470) 
1 ,383 

(34) 
13.267 

(12,364) 
13,282 

102 
12,129 

S26.40J 

(72) 

(322) 

(396) 

(718) 

S7,3U 
(213) 

18.640 
(72) 

(2.470) 
21,122 

(34) 
13,287 
42,251 

824 
(396) 

(18,530) 
58,504 

102 
12 1211 

700 
172 
108 

s7t 1 15 



IPC INFORMATION SYSTEMS. INC. 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS 

(Dollars in Thousands. Except Per Share Amounts) 

I. The Company: 

IPC lnfonnation Systems. Inc. ("the Compllny") provides globally in1cgrated telecommunications 
produets and services to the financial services indUJtry primarily in the United Slllt.es .and United 
Kingdom. The Company is in the bUJincss of designing, manufacturing, installing and servicing 
118ding room voice communication workstations and installing and servicing comprchc.nsivc Local 
Area Networks. In addition, International Exchange Networks Ltd. ("IXNET'). a subsidiary of the 
Company, has implemented a facilities·biiSed global network designed for the: specialized 
intemationalt·elccommunic:ations requirc:menu of the financial services industry. 

2. Summary of Significant Accounting Policies: 

Principles of Consolidation and Combjoa1ion 
The consolidated financial statements include· the accounts of IPC lnfonnation Systems, Inc. and its 
subsidiaries. The combined financial Stlltc:ments include the accounts of I PC-US and its affiliated 
company, I PC-UK. Intercompany balances and transactions have been eliminated. 

Reyenue Recggnjlion 
Revenue from product sales and installation is recog.niz.ed upon completion of the: installation 
ex.c;ept for revenue from sales to distributors, which is rc:cogniz.ed upon shipment. Under contract 
provisions, cUJtomers arc progress-billed priGr to the completion of the installations. The revenue 
related to these advance payments is defem:d until the system installations nrc completed. 
Contracts for maintenance arc bi lled in advance, nod arc recorded as dc:fc:m:d revenue and 
rccogniz.ed ratably over the contractual periods. Revenue from network services arc: rccogniz.ed in 
the month the related servir,c Is provided. 

Cash and Temoowy Cash lnycstmmts 
The Company places cash with several high quality financial institutions and thereby limits the 
amount of ertdlt txposlli'i: to any single financial institution. Temporary cash inveJtments with 
onlJir.ll u111u.rities of less than three months are cons idered cash equivalents and consis1 of high 
gmdc municipal bond funds and time deposits. Temporary cash investroenls arc: Sllllcd 111 cos1. 
wi'aich approximates fair value. These investroent.s arc: not subjecltn significanl morkel risl. . 

Trade: Receivables 
Trade accounts receivable polenlially expose tl1e Com pony 10 concentrations of credit risk, as a 
lar:ge volume of business is conducted with scweral major financial instilulions, primarily companies 
in lhe brokerage, banking 110d financial service5 industries. To help reduce th is risk. customers nrc 
progress-billed prior to the completion of the contract. 

lnyentorjcs 
Inventories are stated at the lower of FIFO (firsl in, first ou1) COSI or market. lnvcn1ory co:m indude 
all direct manufacturing costs and applied overhead. 

30 



JPC fNFORMATt ')N SYSTEMS, INC. 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS. Conlinued 

(Ool11111 in Thousands. Execpt Per Share Amounts) 

Property. Plnnt and Eaujpment 
Prapeny, plant and equipment are stated at COS1 and depreciated on a st111ight·line basis over their 

estimated useful lives.. Network switching equipment are stated at cost. Various costs are 

capitalized during the installation and expansion of the network. Depreciation is calculated using 

the st111ight line method over the estimated usefu l lives beginning in the year the asset was placed 

into service. 

C.pjtalized Procluct Development Costs 

C.pitaliz.ed product development costs represent eosts incurred aner technological feuibil ity is 

established for the related product. The amortization of capitaliz.ed product dc:vc:lopmc:nt costs is. 

!he greater of the amou.nts computed based on the eslimnted revenue distribu tion over I he products 

revenue-producing lives, or the straight-line basis, not to exceed four yean, beginning when !he: 

product becomes available for general release to custom. rs. No product development costs "''"~ 

capitalized in the years ended Sept.ember 30, 1996 and 199S. Thuc a~ no unamor11lcd product 

development costs at September 30, 1996. Unamortized product development costs at September 

30. 1995 was $626 and is included In other usets. Amortization expense for each of the years 

ended September 30, 1996, 199S and 1994 was $626. 

!ntam!ible ASse!S 
ln1angible assets, which are carried at cost less accumulated amortization, consist I" imarily of 

acquired technology ond goodwill . Goodwill represents the ox cess of the cos! over the fair value of 

the identifiable tangible and intangible assets acquired in various acquisitions. Costs alloca1c:d to 

technology and goodwill acqui~ in ~equisitions are amortized on a Straight-line bas•• ovt'r the: 

periods bc:nc:fitc:d, principally 7 10 I 0 ynrs. Tho Com pan)' measures the: m:ovc:rability of acquired 

1echnology and goodwill based on anticipated grass operating income:. 

Rc:sc:aryh and Oevcloomcnt 
Re$C11Ch and development expenditures are charged to expense as lncum:d. 

Income Taxes 
In accordance with 'illlt~•ucnt of financial Accounling Standards No. I 09, "Accounting for Income 

Taxes• ("SFAS No. I 09"), the Company m:ognlzes deferred lnt'Oinc: taxes for the: tax consequc:nct'S 

in fu1ure ynrs of diffc:rc:nces bc:lwcen the liX basis of useiS and liab1lillt'S and their financ:ial 

reporting amounts at each year end, based on enacted tax laws and st~tutory tax rates applicable: to 

the periods in which the difft'rences are expected to affect taxable int'Oine. Valuation allowances 

ate established when necessary to ~ucc deferred tax usets to the amount that is "mort' like ly !han 

not" to be: rc:ali1,cd. Provision for income liXc:s is the: liX payable for the penod Md the: chMgc: 

during the period in deferred liX useu and llabllhles. 

Usc of Estiml!cs 
The preparation of financial statements in conformity with genemlly acc:c:plod accounting principlca 

requires management to malcc Cltimates and assumptions that affect the ~ported arnouniJ of usets 

and liabilities. disclosure of contingent usets and 1;,bilities at the: date: of the: financial statements 

and the reported amounts of revenues and expenses during the reponed period. Actual results could 

differ from those estimates. 

)I 



!PC IN FORMA nON SYSTEMS, INC. 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS. Con1 onued 

(Dollars in n.ousands. Exceptl'er Snare Amounts) 

Fprcian Currsncy Translation Miutlmcnt 
The balance sheets and statements of operations of lPC's UK subsidiary (" I PC-UK") are measured 
using the local CWTency as the functional cum:ncy. Assets and liabilities oflPC-UK arc translated 11 

the year end exchange rate. Revenue and expense amounts arc: translated 11 the aver.agc: rale of 
ex«:bangc prevailing during the year. Translation adjustments arising from 1he use of differing 
excllangc rates from period to period arc included in lhe cumulalive traoslalion adjustment account 
in slockholdcrs' equiry. 

Eamjnas Per Share 
Earnings per share arc based on the wc:ighted average number of shares of common stock and 
common stock equivalents outstanding during the period, computed in accordance with the treasury 
stock method. Hi.storical eamin8J per share was $2.27 for the year ended September 30, 1994. 

J. Acquisitions: 

During June 1995. the Company acquired a controlling interest in lntemalional Exchange Nelworb, 
Lid. ("IXNET"). The Company acquired 80"/ o of rXNET for providing SS.SOO in wortcing capital. 
The acquisition was accounted for using the purchase method of accounling. Included in other 
assets is $1 ,041 and $1,222 11 September 30. 1996 and 1995. rcspec1ivcly, rcpresenling lhc excess 
of the cosl over the fair value of the idenlifinble tangible assets acquired. allocated to acquired 
technology. 

During April 1995. the Company acquired the assets of Bridge Electronics, Inc. ("li'C Bridge»). 
The terms of the acquisition included a payrnc:m in Janunry 1996 of S2,02S in cash and 76,923 
shares of the Company's common stock, vaJued al $700. Additionnlly, during fiscal 1996, the 
Company made $1,000 in con1ingen1 acquisition payments based on IPC Bridge's performance. 
The acquisition was accounted for using the purchase method of accounting. Included in other 
assets is $3,202 and S2,SOI al September 30, 1996 and 1995, rcspectovcly. rcprcJCnting the excess 
otlthc cosl over the fair value of the identifiable tangible and intangiblr assets acquired. 

4. Inventories: 

Components and manufacturing wortc in proe<Css 
lnvenlory on customer sites awaiting installation 
Parts and maintenance supplies 
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Scpcember 30. 
1996 1995 

s 13.91 3 
12.503 
9,951 

$36,367 

s 9,245 
18,984 
6,882 

$35,11 I 



IPC JNFORMA TION SYSTEMS, INC. 

NOTES TO CONSOUDA TED AND COMBINED FINANCIAL STATEMENTS, Continu~d 

(Dollars in Thousands, Excep~ Per Share ArnountJJ} 

S Propeny, Plant and Equipment: 

Machinery and Equlpmt'nt 

Furniture and Fixtures 
Leasehold Improvements 

Networic Swill:hlna Equipment 
Nctworic Switdlina Equipment under c:aphallc:ases 

Total depreciable propeny, plant and cquipmtoll 

Less, accumulated depreciation and amortization 

Land 
CoiUtruelion in Proa.rcss 

6. Note Payable: 

September 30, 

1996 1995 

$19,479 
2,006 
5,424 
1,600 
4.619 

33,128 

C I 3.3761 
SI9,7S2 

329 
1.7116 

$21.867 

$1 3.027 
1.654 
2,789 

17,470 
(2.lU1} 
$8,433 

329 
474 

s 9.2)6 

In April 1996, tho Company •laned a promla10ry note with a bonk incrc:as ing the Company's line of 

credit from SI S,OOO 10$25,000. At Scpccmber 30, 1996,$13,900 of the line was ouiStanding and is 

payable upon denwld. The weighted averaae interell rate on borrowinp for fiscal )ell 1996 "-lU 

6.31%. AI September 30, 1995 there wu no amount ouiStanding on the line of credit. 

7. Initial Public Offering: 

The Company completed an Initial public offenng (the "Offering") of 3,2SO,OOO lhares of common 

stock at SIS.OO per 1hare on CX10ber 3, 1994. In connoe110n with the Offering. on May 9, 1994, the 

ComJH&Ily'S stockholders approved a chango In the Company's capitalllock to authorize 2S.OOO,OOO 

shares of $.01 par value cunmon stock and 10,000,000 ~of $.01 par value preferred stud. 

Pre-Offering stocldlolden exdlanacd their shares for new common ahara on • 620 99 I for I .,.,,. 

prior to consummation of the Offerlna. Tho Onandal atatcments rcOe<:t this change In capilalwauon. 

Pro fonna Jnformatjon 
Pro forma provision for lnoomc cues for 1994 assumes that IPC wu subject to corporal" (.,d.,ral 

income Wtcs for the year and excludes the WI benefit UJOc:lated with the termination o ( the 

Company's S corporation IIIIUJ (-Note II). The pro forma weighted average number of shares 

outatandina Ia the hiJlOric:al welabtod avcrqe number of shares outstandlntc during the year 

adjusted to aJvc effect 10 the number of shares. at the initial ofrerina price of S I S.OO per mare. 

whose proceeds were necesJIJ')' to pay the remain ina S corporation diatribution. The pro forma nc1 

income per share hu been computed by dlvldlna pro forma not Income (income before provl,ion 

for Income wces leu pro forma provlllon for income WCCJ) by the pro fonna weighted average 

number of dwcs outatandlna. 

Jl 



IPC INFORMATION SYSTEMS. INC. 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS. Continued 

(Dollars in Thousands, Except Per Shan: Amounts) 

8. Defem:d Compensation and Other Benefit PI&M: 

The Company has assumed ruponsibilhy for defem:d c:ompensatlon agreements with certain put 
key officers and employees. Amounts 10 be paid range from $20-S7S 'j)et individual per annum and 
an: non-interest-bearing. with the payments commencing on specified dates. PaymenL• began In 
1992 and continue through 2019. The gross and diJc:ounted present value (using an interest rate of 
7.5%), net of cash payments, of the amounts to be paid under these agreements, aggrepted $7,300 
and $3,732 at September 30, 1996 and $7,4SO and $3,606 at September 30, 199S. respectively. 

Approximate payments for subsequent annual periods related to the dcfem:d compe11$8tion 
agreements, at September 30, 1996, are u follows: 

1997 
1998 
1999 
2000 
2001 
Thereafter 

$187 
22S 
280 
320 
390 

M2J 
$7.300 

In April 1995, IPC terminated its participation in a defined contribution plan spon:;orcd b)' 
Kleinknecht Electric Company ("KEC"), an affiliated company, and adopted its own olan for all 
eligible US employee~ . According to plan provisions, IPC contributions an: discretionary and an 
subject to approval by the Board of Directors. Eligible employees may contribute up to I 5% of 
their annual oompe11$8tlon. JPC contributed $556 and $520 for the years ended September 30. 1996 
and 1995, rc3pcctively. For the year ended September 30, 1994, the Company elected not to 
contribute to the plan. 

I PC-UK hu a defined contribution plan covering all UK employees. Employee contributions are 
limited by statute, generally not to cxc:ccd 17.s•~ of buc salary. I PC-UK eontributions. net of 
forfeitures, for the years ended September 30. 1996, 199S and 1994 were $229. S92 and $76, 
respectively. 

The Company paid to KEC and Kleinknecht Electric Company- New Jersey ("KEC-NJ"). also an 
affiliated company, in aecordanee with labor pooling agreements., approximately $7.7~0. $5,074 and 
$4,74<1 for the yean ended September 30, 1996, 1995 and 1994, respectively, representing pass 
through contributioru to variout union sponsoi'C!d pension plant. 
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IPC lNFORMA llON ~ YSTEMS, lNC. 

NOTES TO CONSOLIDATED AND COMBlNED FINANCIAL STATEMENTS, Continued 

(Dollars in Thousancb. Bx:ept Per Share AmountJ) 

Stosk Ootjon and lnqntjvo Plan 

The following table summviz.cs stock opdon plan ICtivily: 

Ualancc, Scpecmbcr 30, 1994 
Granted 
Canceled 

Balance. September 30, 199S 
Granted 
Granted 
Granted 
ExerciiCICI 
Canceled 

Oalancc, September 30, 1996 

Exercisable, September 30, 1996 

Shw Under Ope fog 

263,SOO 
C!6.00Ql 
247,500 
S73,000 

2S,OOO 
2S,OOO 
(1.964) 

l35.33Sl 
126.201 

§6.SJS 

Opsfoo l'rlm 

$13.50 - $11.00 
SIS.OO 

SIJ.SO- Sli.OO 
SI4.12S · $19.00 

$25.00 
$40.00 

S!3.7S- SIS.OO 
Sl3.7S • $19.00 

Employees gcncrall) vest In stosk optiona over a period or three to five years. As of September JO, 

1996, the Company had reserved 1,579,337 shares of common stock for the exercise of ope ions. 

The option plan abo provides for the iasuance of stoek appr«latlon righu and I'Cllricted stosk 

features under which shares of common stock may be issued to eligible employees. No such awards 

have been made. 

During Oetobct 1995, the Flnanclal Accountinl Standanls Board issued Statement of Financial 

Accounting Standards No. 123, "Accounting for Stock Bued Compensation." The disc losure 

requirements under this Standanl will aff~t tho Company beginning in fiscal 1997 for all of ltJ 

stock options granted after September 30, 199S. The Statement allows altem~te acc;ounting 

methods and the Companv inr~ds to IeCOUnt for stock options u In the past under Account ing 

Principles Board Opinion No. 2S. The Company will disclose certain pro forma Information 

required by the Statement beginning with the Company's next annual repon. 

Umploveo Stock Purchase Plan 
In 1994. the Compu~y lldopcod an employee stoek purclwc plan and tcKrvod 526,1113 shucs of 

common stock for imwlce thereunder. Under the stock putdwe plan, the Cornpaay's employees 

may purchase shares of common stosk at a price per &hare thai is the lcsser of the common stock 

fair market value on the first buJineu day of tho purehuc period or 90o/o of the common 1tock fa ir 

market value on lh~ last day of tho purehuo period, but In no ovcol less than I S% of the common 

stock fair mari(CI value on either tbc option pant date or option cxm:~ date. Through September 

30, 1996, 10,373 slwcl have been luucd and Sl6,440 aharetii'O reserved for future issuances under 

th is plan. 
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9. CommitmeniS and Contingencies: 

Litiwjon 

Knight Ventura, Inc. ("KVI"), a company principally owned by Richard P. Kleinknecht and Peter J. 
Kleinknocbt (the "Principal Stockholders"), and the former parent of the Company, agreed to scnlc 
iiS litigation with Conte I Corporation ("Contel") over, among other claims. responsibility for taxes, 
tax liens, tax assessmeniJ and tax warraniJ with respect to Contel IPC, for periods prior to the 
acquisition of the Company from Conte!. 

As of May 9, 1994, the Company, KVI and the Principal Stockholders entered into a Tax Allocation 
and tndemniftcation Agrcc:ment (the "Tax Agrcc:ment") relating to their respective income tax 
liabilities and certain related maucra as a consequence of the Company's termination of its S 
Corporation SWUJ and ita initial public off'ering. In addition, the Company, K VI and the Principal 
Stockholders agreed, to the extent that either KVJ or the Principal Stockholders receives any ea.sh 
proceeds or other benefit in the form of 1 reduction in amouniJ payable to Conte I, as a consequence 
of the litigation, they will pay to the Company the lesser of (i) such benefit or (ii) the amount paid 
by tl. • Company for taxes and related charges subject to the dispute, plus the amount of any 
expenses of such litigation inc:urred by the Company following the consummation of the Company's 
initial public offering. 

As of May IS, 1996, Contel, KVI, the Principal Stockholders and the Company, although nota pany 
to the litigation, entered into 1 settlement agteement and mutual releases. In connection with this 
settlement agreement, KVI has executed, and the Principal Stockholders have guaranteed. a note 
payable to the Company, in the amvunt of$1 ,300, to fulfill oblig•tions under the Tax Agrttmcnt. 

Ooeratina !.eases 
The Company has entered into various operating leases for rcll l estate, equipment and automobiles. 

Rental expenses under operating leases (excluding rentals on vacant facilities) were S6,S I), SS,S87 
and $5,2!:2 for the years ended September 30, I 996, 1995 and I <W4, respectively. Future minimum 
annual rental paymonts required under noncancellable operating leases (including rentnls on vocant 
facilities) at September 30, 1996 arc as follows: 

1997 
1998 
1999 
2000 
2001 
Thereafter 

$5,688 
4,707 
3,270 
2,757 
2,474 
!.ill. 

$23.178 

The Company has accrued for the minimum annual rental and catimatcd building operating cosu 
under noncancellable operating lcaua for vacated facilitic•. ·n1csc leases e11tend th rough May 
1998. The gross and dltcOuntcd present value of the accrued liability, net of payments made, 

)6 
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(Dollars in lnousand~. except Per Share Amounts) 

approximated $1.224 and $1,200 at Scpcember 30, 1996 and $1,951 and $1 ,144 at Sepcember 30. 

199S, n:spec:lively. The discount rste applied was 6.8~ •. 

Capilli Leases 
IXNET bas enten:d into rwo capital leases during fiscal 1996 to purclwe certain network switching 
equipment used for IXNET's international private net~"Ork. 

Future minimum lease payments required under noncancellable capital leases at September 30, 

1996 an: as follows: · 

1997 
1998 
1999 
2000 
2001 

Less. amoc,t representing Interest 

Present value of net minimum lease payments under capital leases 

Emplovmcm Aareementl 

SIJ26 
1.327 
1,208 

8SO 
..ill 
S.349 
.!ill) 

~ 

The Company bas executed employment contra.c:U for future scrvi~. that vary in length up to S 

years, with certain senior executives for whicll the Company has a minimum commitment 

·~gating approximalely $6,466 at Sertember 30, 1996. 

I 0. Related Party Transactions: 

Services Provided 
Affiliated wmpanies performed various services and provided certain equipment tn the Company. 
Scrvicc!J tmd/or equipment provided by affi liates arc billed to the Company and sen led through a 
pcrh1tll\: cuh transfer to the respective affiliate. Approximately SS2,S92, $38,666 and $36,293 of 
technical labor, and $2,327, $2,083 and $1,767 of administrative labor Wll provided through 

agreements with KEC and K..ECNJ durlna the years ended September 30, 1996. 199S and 1994, 

respectively. 

Effcetive Oetobc:r I, 1993, the Company formalized in writing exist ing arrsngemcnts wnh KEC and 

KEC-NJ with respect to a pool of field tochnicians utilized by all three companies. KEC and KEC· 
NJ arc responsible for lldminmcring the payroll and related services for these tec:hnical and c:lerieal 
workers and the Company rcimburiCS all compenution and bcnefitJ paid by K£C and KEC-NJ 
anributable to scrvic:es performed for the Company plus a fee equal to 2.S% of suc:h c:osu. For the 
years ended Sepcember 30, 1996, 199S and 1994, KEC and KEC-NJ billed the Company payroll 
administrative services of$1 ,374. $1 ,024 and $922, respec:t lvcly. 

A pon lon of the Company'l New York brsnch operation is co-located with KEC In • building 

owned by the Principal Stoekholdcrt. For eac:h of the years ended Sepcembc:r 30, 1996, 199S and 
1994, the Company wu charged approximately SUO for rent expense. In lddhion, for the years 
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ended September 30, 1996, 1995 and 1994, the Company rented on a month to month b.a.sis, two 

other f~eilltles from entities controlled by the Principal Stockholders for "hich ~ Company was 

charged approximat.ely $30, SSS and S 130, respectively. 

EayjDfDenl Rentals 
Equipment rentals from an affiliated company ~re $898, S97S and Sl ,201 for the years ended 

September 30, 1996, 199S and 1994, respectively. 

Subcsmtracrs and Other 
The Company and other companies eontrollcd by the Principal Stockholders periodically 

subconltiiCt certain work to one another Amounts charged to companies eon trolled by the Principal 

Stockholders under subeontracts with IPC for the yean ended September 30, 1996, 1995 and 1994 

were apprmdmatcly $993, $2,220 and $128, rcs~tively, while amounts charged to IPC under 

subcontracts with companies controlled by the Prineipal Stockholders ~re approximately $703, 

SS87 and $993, respectively. 

In ad.dition to the foregoing. tho Company, KEC and KEC·NJ entered into a 20 year agrc:c:ment 

dat d as of May 9, 1994. with respect to business opponunities regarding cabling of communication 

infrutn~etures. KEC and KEC-NJ have agreed not to bid for or acc:ept cabling jobs in eompetition 

with the Company, if it intends to bid or accept such work. In addition, because the Company is not 

a licensed electrical conti'Ktor, it has asree<~ to refrain from bidding 1ur or accepting without the 

c:onsent of KEC or KEC·NJ, as the cue may be, all opponunities that combine both electrical and 

cabling work. The Company has also agreed to eontinue to refer to KEC and KEC-NJ o:enain 

electrical conltiiCting bid opportunities identified from time to time. Pursuant to such agreement. all 

estimates for cablina work tht ll be aenerated by the Company on behalf of KEC. and KEC will pay 

the Company a nominal amount for preparing sucll estimates. 

The Company and companies controlled by lhe Principal Stockholders also charge c";h other 

eenain miscell,!!:ous expenses, including, but not limited to. office equipment rentals and ccnain 

other ou.ministratlve expenses. 

II. Income Taxes: 

Pretax earnings consisted of the following: 

Pretax earnings: 
United States 
Foreisn 
Total prelax earnings 

$10.020 
1QJQl 

$20,121 

For lhe year ended Sq!!cmba 30, 

.SI7,1SI 
Ull 

$22.416 

s 9,760 
i.lli 

$JS,676 

EITec:tive October I, 1992, I PC-US elected to be treated as an S corporation for federal mc:omc ll.>. 

purposes. In the year ended September 30, 199,. the Company was not subject to federal income 

taxes. The Company's income was passod throush and taxed dlreetly to the Stockholders. 

ll 
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On September29. 1994, 1PC·US flied a notification tenninating its S eorporatmn llatus. errcct l\c 
October I, 1994. For the yean ended September 30, 1996 and 199S.thc: Compan) wa~ subject to 
corporate federal lnc:ome caxes. 

The provision (benefit) for income taxes consisted of the followina: 

For the year ended Scp!cmbcr 30, 
.1.22§ 1m t994 

Cum:nt: 
Federal $1 ,844 S S,887 
State and local 1,967 2,SS8 Sl.l60 
Foreign ~ ..J...Ul uu 

1Jil .l.QJ..IU J..l!l 
Defem:d: 
Tennination of S corporation 

stat~s (3,29S) 
Federal Sl3 (673) 
State and local 207 (3S9) (744) 

Foreign £4~) £m ~~ 171 
§1~ £1 .214) (4,~~~~ 

Income w provision I {bcnc:fit) gm s 9,219 s (873) 

The components of net defem:d w useu are as follows: 

Scpt.embc:r 30. 
1996 199S 

1lS Forci&IJ Thill ..l.LS bm:iiW .rmru 
Dcfem:d tax assets: 
Excess of book over tax depreciation 917 S9 976 SI , IJJ s 26 Sl.l59 
Amoniutlon of intangibles 66 66 2S 2S 
Inventory and rcec:ivables 2,172 221 2,393 2,602 21 4 2,816 

Acerucd expensell .Llli ___l 1lli l.Jl.2 UlQ 

Total dc:fc:m:d tax assets 4,383 21S 4,6611 ..i..ll.l! lli .liZ!! 

Deferred w liabilitjes; 
Amonization of Intangibles (227) ( I ) (228) 

Total deferred w liabilities £Z~Zl _w !nil 
Net defem:d w assets w.u 1m ~ ~ ~ ~~.l4~ 

Thc:Je net deferred laX aneta ari10 from temporary dirrerences related I n dcprccintiun, the 
amonlutlon of intangible useu, tho allowance for doubtful acc:ounta, inventory valuation and the: 
Company's various ICCNI!s. No valuation allowance was required at September JO. 1996 and 199S. 

)9 
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A reconciliation bctweeo tM SWUtoty US fodetal lncome tax rate and the Company's effective tax 

rate, excluding minority intm:st, iJ as follows: 

Statutof)' US federal tax rate 
State and local inc:omo taxes, 

net of fcdcnl benefit 
Tax exempt interest inc:omo 
Other. net 

12. OperatiON by (ieosiaphic Alus: 

f or the year ended September 30. 

~ ~ 

3S.O% 3S.CWo 

6.8 6.4 
(O.S) 

12.11. ..2.L 
~ ~ 

lnfonnation about the Compan)"s operations by geographic area is as follows: 

fw: lb!l we £D~ Sell!s:mbe[ l2. 
122.1 

Rcvcnuca: 
United StatcJ s 202,926 S I B6.3SS 
United l(jngdom 46,SI2 19,129 

S 212.SOI S 20§,2S1 

Operating Profiu: 
United States S 24,41S s 30,714 
United Kingdom 9,74S 4,192 
Corporate 04,922) 02.819) 

$29.228 122,027 

Identifiable Asseu: 
United States $111 ,129 s 98,228 
United Kingdom 17,541 25,417 
Corporate I UBI 1.191 

1!10,957 SI 28,0J6 

1m 

s 142,130 
~ 1.~4 1 

s 163.671 

s 20,371 
5,345 

(2,!!~~~ 
$16,662 

s 24,530 
8,799 
Z.JZl 

~11!!,7!!~ 

lnchlded in the United States revenues arc export sales to unaffiliated customers of$16,126, $ 17,063 
and $12,149 for tho )'earl ended Sepccm~r 30, 19%, 199S and 1994. n:spcc1ivcly Transfers from the 
United StaleS to the United Kingdom, eliminated In COMOiidatlon, ~ere $12,681 , $7,999 and $6,764 
for the year~ ended Septcm~ 30, 1996, 199S and 199-4, rc~livcly. 

For the year ended September 30, 1996, approximately 13% of total revenues ~~o-en: from one 
cultomer. Corporate aueta arc principally pn:pt lds, intansibles and other assets. 
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13. Quarterly Financial Information (un8udlted) 

The following 1.8blel Mt forth un8Udlted quttterty lln8nci81 informatiOn for the yeara ended 
September 30, 1GQ8 lind 1ll95: 

Oua!WEnded 

[)ec:embtc 31 Me;ch 31 Juot30 Seoltmber30 

Year Ended 
September 30, 1996: 

Net Revenuet $59,750 $82,198 $69,424 $58,13& 

Gross Prc~t 18,537 19,279 20,740 18,282 

Neteamlngt 3,482 3,641 3,701 1,305 

Earnings per Share S0.33 $0.34 $0.35 so 12 

Year Ended 
September 30, 1995: 

Net Revenuet $47,718 $50,528 $52.458 $55,552 

Gross Proftt 14,511 15,415 16,138 17,109 

Net eamlngt 3,088 3,268 3,486 3,445 

Earnings per Share $029 $031 $033 $033 

The quarterly 'lamlnga per lhare Information Is computed ~eparetely '"' each period. 

Therefore, the aum of such quarter1y per thare amounta may dllfer from the total for the 

year. 
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II'C INI'OIUIIAnoN IYaTOII, IHC. ~II 

VALUAllOH AND QUAlWYIHO ACCOUHTI 

(Oolln In ThouMncltl 

COLA COL I COLC COL 0 COL E 

-.. -........ Clwfld•C.. Clwfld• ---Ot!q!pii(?Q ·- ... ~ 000...- Oe+ 9 .. --
FOt the Year Septembef 30, 1 tll4 

PrOVISIOn lor OoubtfiA Accol.nCI • 823 • 788 s 211 (11 s 1,331 

PTovltJon I()( lnven!Ory 
et.oleacenH 0 .. • 3,825 • 2,082 • 427 (21 s 5.6e0 

F()( the Yur ~ 30, 1885 
PfOYlelon lor OoWiful Accol.nCI • 1,331 s 881 • ~ (I ) $ 1,572 

Provtalon lor Inventor, 
Obaolota~nH • 5,1180 s 3,082 • 1,123 m • 7,<189 

FOt !he Year Septombef 30, 1tllll 

Pr011110on lor Doub A Aoco<lnll s 1,572 s 240 • ~1 ( I ) s 1,$21 

PfOVIIJ()(I lor Inventory 
~ • 7 •• • 1143 • 2.2e1 (2) s 11.365 

1 1) Ooubllul Accounts Wnlton Off. Net of Celh Rtc:OYereel 

(2) Inventory Wtmen Of! 
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PART I 

ITEM I. BUSINESS 

IPC Information SYJtems. Inc;. ("IPC" or the ~company"} 1S a worldw1de mdustr) luder m providing global sp«ial iud voiu. video and dal4 solutions to the linane1al sel"'ices 1ndustr) IPC. "nh ;a presence in over 30 counuies. has the world's taraest mSIAIIed N.se of trading pos111ons IPC. "1th 1ts subs1diary lntenwional Exchange Networks. l td. ("IPC iXncl''), is implementmg ~ \lnual tnd1ng environment to meet the financial Industry's hi£hly speciallud global commun1ta11on rtqu~rements 

The Company wa.s esl4bllshcd In 1973 as Interconnect Planning Corponauon to pro\lde telephone tquipment speciftully designed tO perform in the demanding en\ Ironment of the ftnanc1&l 1r;1J1n~ community. In 1984. the Company, then lcnown a.s IPC Communieauons, Inc .. sold shases of 11s ~ommon stock to the public. In 1986, the Company was purchased by Cor11tl Corpol'llion {"Contcn of At lanY. Georgia. and became lcnown IS ContciiPC (the "Pmlccessor Company"). Al60 1n that )eN. the Com pan~ opened itS manufacturing facility In the United States and commenced operations in the Umted Klnjldom Contel, Including the Predecessor Company. was acquired by GTE Corporation 1n easly 19<11 In October 1991, the PffiStca.sor Company was acquired (the "Acquisitionl and rellltlled IPC lnforma11on S~stems. Inc .. In 1992. the Company elected to separate Its opel'llions in the United Kingdom from 1ts openat1ons m the United Slllt$ (YIPC·USl for L1X planniiiJ purposes. IPC-US also elected to be truted u an S corponation for fede:ra.l income LIX put'pOKS. IPC Information Systems cutTtntly operates 1n the Unned Kingdom a.s a United Kingdom unlimited liability company ("IPC·UK"), and l.s 50% percent ov.ncd by u ch of HNG Corp. and RlE Corp.. HNG Corp. and RJE Corp. an direct wholly owned suln1diancs of I PC-US. On October 3, 1994 the Company completed an Initial Public Offering (the "Offering") of 3.250.000 sharti of common stock 11 a pme of SU.OO per shaR. Effective October I. 199-4. pnor to compleuna the OfTmng. the Company ~lrwcd its S COfJ)OI'IIlon SI4IUS and became subject to corporate fedenal mcome taxes. 

During June. 199$ the Company acquired an 80% interest 1n IPC iXnct. whtch 11 bu1ldm1J .lll international virt~J<~I private network to provide se»nless global connectivity on a common ttchnoiOS) platform and value lidded functionality that Js tailored tO the flnanc:tal serYICe lndUStr) ' s UniQUe communitauons needs. SYJ!ctn c:apabilities will include linkage of IPC's Tradcnct MX d1g114l 'OICe co.mmuniCIIion svstcms, emulation of direct. private lines. dlal·up video, automlltc rouuna and other "aluc· added services, featuta and products. 

The Company's hlabJy reliable, cUSlomiud tclecommunitadnns systems arc capable of pro\ldmg hiS)\ Speed access 10 IS many IS 2J,()()() telephone lines and intorporate many fCII'UrtS des1i"ed to lnCIC;lK user productivity, speed and quality of communie~~ion. The Company's systems arc used on linanc1al !riding floors (where they are known IS '"tUlrcts" or ydeaJerboaldsi. and in ~command and control" s~ stems by utilities and emergency service providtn. IPC provides a hi&h lc"el of suppon for its products through annual or multi-year service conlrKIS with Its cUSlomcn. The Company has also expanded mao the dcs1gn. Integration. implementatlon and 1upport of loc:al \LANl and wide area ne-rworb (~WAN'") to prO\ 1de voice. dal4 and vklco ne-rworklna solutions for Its customen. marlceted as Information Transpon S)·sacm~ 

During April, 1995 1M Compall)' acqulned Bridle Ele«ronks. Inc. (" IPC Brldae"), a rccogm.ccd leader in the desian. manufacture and marlcctlna of sp«lallud open·llnc spcdccr systems used b) the foreii" exchange community and ocher tr8den In the financial SCTVIUS industry and the andUSir) ' s onl> provider of di&illl speUct- systems. 

1 



Tbt IDdwtry 

Global VirtiiOI Prrvmr NttwoTic. In fiscal 1996. IPC tXnet ..-til provtdt an intemattoll41 ""u~l 

privatt netwOfk speclfitally desigM<I for the financial Krvices lndusll)' . An mtrmational ~•nual pn•Jtr 

nel'o'o0; is a nrl'o'Otk, opentln& on a &lobal basis. tn ...-hich the uKr has all the ser-.tcrs. capabthttcs and 

~rfonnance of a dedleattd priY&~e MtWOtk. butn is provtdtd on a shAred. swttched nt~Voorit. The ntt,.orl 

v.tll provldt se,amlw &lobal connectivity on a common t«hnoloay platfonn .uld value ~ed ntt,.ork 

fun..'1ionality that Is calloftd 10 the Onanctal Krvlces industry's unique communtcatJon needs S)ttem 

c:apabUitits willtneludt hnb&e of IPC's Tradtnd MX dlJtW votee communtcallon S)strms. emulauon 0 1 

dtr«t pnvatt lines. dial :~p video. automallc roullnJ. and ocher valuc-ldded SCI'\'tCts. fealurt\ lind p.oducu 

lnfonnmlo.n Tl'tJnJJIO" Sy$tttr11. As opposed to the monolllhlc network drstgns dc~elo~d m lhr 
past. in which larae mainframe computers served numerous MdumbM trnmnals. toda)"s htteroaeneous. 

distributed c:omputin& environment consisu of networked desktop penorW computers and "'orkllllllon~. 

pnnt. fiiCJimilt and file ~rs. (~aimilc mach!nts and LAN and WAN COM«tions. 

These components may have dltrt'mt axnmunkation pro!OCOIJ to be mttrfiCtd. and may mvolve 

twdware « software from a variety of vendors. In a he'ttfOimroYS. distnbuted compuhnJ tn\<II'OMient. a 

wide r.nae of physical media Clp(ions. sueh as copper. coaxtal or fiber Clp(k cable. and phySical and IOJttal 

architec:nuts may be pmmt. DeslJDin& a network thai Clp(imally balances efficient. high·s~d cW.t flow. 

minimiza the cost of lnstallallon and onaoin& maintenance 1.nd provides both mulmum responstvencss a.nd 

Oexlbllity 10 the USCI' tan be extremely challcnaina. Scltttina the bt'St physical media and assoc111ed 

omponents for the nttwOrit has b«orne lncruslnaJy critical in networlc dtsian. Whtle dt•·it rs sueh as 

intelli&mt hubl. routcn and bridges have been developed 10 enable efficient daa traffic now thsou&)lout " 
networit and lnause network ~ity, lhc:sc dtvlus only work 10 their opcimum c.~tlitles ..-hen all 
aspccu of the network &R properly dnill'fd. In choosinJ tbc physkal media and assoc i11ed cornponeniS. 

network dcsiiJICfl must allow nor only for cWTCnt UK but also for nt~Voorit uJ)Irllk. expansion and 

r«enfiguratlon. 

Communleatlorts networits have become critically imponant as companies have ruhud that the 

worldwide diStribution of lttformallon ICTOU their entire pcrsoMtl b&sc is vital to the success of the 

cntnprisc. For example, the dlsttlbution of mlltct information in a financial Rrvtces firm is no lonacr 
rtstricttd 10 pmonncl on the tradinJ floor. This increased need for Information distribution and the 

advances in network dcslan rcqvirc compenies 10 develop and maintain Internal u~rusc or to outsource 

tlletr nceas 10 lndepc\'16tnJ specialists. In response to 1ts awarmess of this lncrcasma demand the Compan) 

implemented ill lnfomwion Transport Systems Pf0117U11 spedllcally designed to provide voice. cW.t and 

video nctworkina lnfrasuucturcs 10 provide connectivity 10 all of the cus10mer owned dev1cn v. htch require 

it. These sysiCIT\I&R desl&ntd by the lnformllion Tr.nspan S)'IUms cnalnccn. In ~e.:ord&ncc wuh tndumy 
standards. to be fiexible and expandable. The Company's e11pcniK In this field cneompassc~ network 

design. intepallna hubs, routcn, brid&es and similar components from various supplicn and all available 

physical media. includlna eopper. fiber optlc and coaxial eable. 

Twr•u. Thc IUITCt industry Is chariCtcriud by a rclallvcly small number of manuf~eturcn of 
highly s~lallz:ed tclccommuniul.lons systems sold primarily 10 companies In the ftnanctal Ul'\'tccs 

industry. These sys1tm1 must be exccpdonaUy reliable to ICCOIIII1Iodllt the time critical t\INrc of tradil'll 

ICtivity. Tl"8dlna floon may ~tain in cuaa of 1.000 cumu. each wilh acc.eu to as many as bOO 

telephone lines. Althouah t\lmU &R lnswlcd In ldditlon to. and communicate with the Internal corpontc 
telephone aya1em (the MPBXj, llllftll have a multlllldc or cnl\an(ed features when compared 10 the PBX. 

lneludlna: (I) 1U9Cflor speed and reliability; (II) non-bloddna capabilities even under the busiest trading 
conditions; (Ill) los-onllo&-otr fcatura to enable u.der mobility; (lv) line wiJnabllity 10 ~ecess additional 

dirccl telephone lines u needed; and {v) multiple proanunmable apcakcn. 

) 



Global Vm..al Prtvatt Ntrv.-ork 

In fiscal 1996, IPC iXncl will provide~ .ntematiONI vinual privare fl(twork sp«tficall) destgfl(d 
for the financial s.!rvices industry. An inrmwiONI vinu.al private neiWorlt ts a n~orlt. ~n11ng on " global baSIS, .n which the usct has all the s.!rvlct.S. upabtlllln and performance of a ckdic~ed prl\ are 
ne~ork. but 11 is provided on a stwcd. switched neiWork. 'The fl(fWorlt will provide ~IJill lcn globAl connecdviry on a common t«hnoloa;y platform and value ldd«< network ~ltONiuy tlw IS t.\Jiorcd to the financial s.!rvices industry's unique communication needs. Symm ~tlittn wtll tnclude hnkage ofi PC's Tra4efl(t MX digital voice com.mun.ic:ation systems, cmulalion or direct private lines. dtal up \Ideo. 
automatic routing. and other value-ldd«< s.!!Vica. featutn and products. 

Initially, the fl(1Worlt will provklc cuslomers C!CtUln benefits. includina Sti'tillcantly faster connect times ~d global fl(IWOrk m&n~&emcnt resuldna from using 1 common cquipmenl pla1form throu&hout the ne!WOrlt. miligadng privau line cosu u a mutt or lhac faster connect limes. and enhanced nc,.•btltl)' b) providing CUSIOITien wilh ~CSS on demand 10 bener handle ~riods Of Increased nt!Work lr&ffic. !eSUillng In funher savlftiS 10 network users. Subsequenlly. softw~ enhancements will be lidded to provtde value added features spec I fie 10 the flnanciiJ s.!rvlces Industry· s appllw ion requirements. 

Ill/ormation Trm -pon Systttlf.l 

The Company martcu Its ~nbc in the dcsil"o lmplcmcnwlon and maintenance of hta/1 tpeed data nctWorb as Information T~ SystcmJ. ThiJ business line includes llvft maJor product and s.!rvicc areas: StNCtUted wiring S)'Sieml. networltlng products and RCIWorlt implcmenwlon and value a4<1ed 
s.!rvices. Jnronnadon T~ $ymms customcn purd\uc these producu and s.!!Vk n on a stand alone basis or in bundled combillllioN. 

Srructwtd Wiring Sy$tttlf.l. Saucnud wifina syJICmS provtdc physical conncc1ivlry among all 
communications devices. wch as tclcpllonc switching equipment (twm or PBX). faaimtle machtncs. computer nciWorb and video confermc:c facil ities. These sauct'lll'ed wlnng systems ate destil\cd .n accordan<:e with lndusuy sl&nd&n1s 10 be Oclllblc and expe.ndablc. Strucnnd wiring systems employ a 
combl~lon of m ... , vl-lJ ... ,ou.laJ and copper cabling I)'I1CI'IIJ. ProvkUng a customer With • ilNCIUrcd wiring system iDclu6cs MVctal dlstind phases: IIC'lWOrt desiiJI. doc\lllltnwlon. Installation. ccniric~tion :.."d ongoing K~VIcc and malntcNnCe. The Company offers its structured wiring l)'ltcm customers dcsii" input on various system clements, lncludinJ dlveniry of cablt fOUling. unintmllfl'&blc power systems. ~uriry safegtWds and cable m&n~&cment syslei!U. 'The Compeny p!Kn special cmpba.sl.s on the tuttng and 
~enifl'*ilon phases or the project slnce todat• hiah speed 1\dWOI'ks dtlftifld that products be installed in accordance with Sllkt manu!lctllm speclRC&tions. Upon CC11lfiUIIon. the Company gu&~&~~tccs s1rucnnd · wiring syst.em inst&JJatlons a CO lrlnSIIIWion charlctcrislks qainsl ckfects (or I period Of fi'lt )'U/'S The Company also offcn cX1CNlve documcnwion of the networlt inhsiNCtllre, cable layouts and all device conncclion.s. This Information Is PfOvldcd on lwd copy and In computeriz.cd mediL In computerized rform. the customer can malnla1n delalled recotds of all chanps and reconllaurations 10 the ~orlt. 

Nt.tworldng Producu. In .&!Ilion 10 SINCtured wiring sysu:rr.s. the Company martctts and services a full line or ntiWorltlna system prodiiCIL These Include local - nctworlt hubs, adapecn. bridges. routers. nctWorlt management softwue and prococol convcncn. 

The Company s.!lls these producu on a stand alone bull or fully Installed. configured and intcpalcd with CUStomer Systems. These products and scrvluJ allow the CUS1omcr 10 mooK the best 
technoiOI)' from a wide variety of vendors and lntearau lhasc technoloalcs to llddtn~ the bwifl(ls needs of 1hc orpniz.atlon. 



.Vtrwon /mpltmtlllatron and Swpport. Complemenung the 1trucru1N "'tnng 0111d ne"'orl.mg 

prodiiCIS oiTerinp. !he Company offers I full line or technical and ne"'orlt lmplemenlattOn Ollld luppon 

services. These servkcs arc ava.ila.ble to customers on a project buts or o.s pan of a long-term t«hntcal 

setvlCeS c:ontrKl. The purpose or the lona term contract tS to allo"' the customer to have conunuous access 

to high qual tty teehnk:al upcnisc. These setvtces enable customers to focus thctr reso\lfces on core 

.business aaivitln rather than tntemal systems suppon. Such customers will have acceu to ;a wtde raAgc of 

IPC technical and operational re:sources. Including network engmeenng analysis. help desk suppon. user 

trainina and ca.blina and rcconfia1Jtltion. These setvlccs provide the customers w1th a s1ngle po1nt of acceu 

to a wide variety of technical services. 

Valu1 Addtd S«rvlctl The Company provides a wide range of value added servtces tncluding. 

tolll llJI'IIkey. vlnual tradlna rooms with coordination of tradln& room dtslan. consulllnio cngincen!lg 

implemmtlon. project manaacmcn1. the stqina and .bwn·in of woruwions. tcchnolo&> and operattONI 

OUISOUrCin&-

A tum1 iJ dtslaned to be 1 sophilticated tckphone ststem constsllng of desktop consoles and 

.bacluoom Jwltchina equipment (or personnel involved in activities lhal require rap1d ~eccu to ttlepll<lm 

linn, and a high dcarcc of reliability. such u the tradl~~&aaivity of ;a financial setvicn company. and 1s 

installed in addition to, and com.munlca~CS with. the PBX. The 1\UTCt system has enh&n«d fearurn and Is 

hi&hJy reliable computd to 1 PBX. The desk cocuole oftal bu multiple handsets and provtdes access to a 

much fat&cr number of tcltpbone I ina (up to 600). Tum1S arc use-d .by orpniuuons that han miss ton 

critical eommunlcalions systcnu, in which personnel need to have rapid access to a large number or lines 10 

ckllvcr or receive critic:allnform&lion. For example. on a tnldina noor a lost connection could result In a lost 

transaCtion. The system must be compl~ly ~non-blocklna" and allow all users to be on the telephone at the 

same time even unckr the .busiest conditions. In sharp contrast, a typical PBX ts desianed to accommodate 

only apptOXimatcly 2~ ofusen spuki~~&atthe same time. 

A 1um1 system Installation project Involves extensive plannina to ensure that all materials and labor 

arc ~lnatcd to achieve an on time, on budatt completion. Dtt:alled research is performed. delintng all 

required ft:III\II'CS and linn. The Cilbli~~& infruttucturc is inslllled and tested prior to delivery of .backroom 

swltc:hina equipment, usually a monlh befote •cut-over'" (the time when the syStem usc .bcgtns). About two 

~celts prior to the cut-over, the dtsk consoles arc Installed and the c:omplete system is riaorously tested. 

Currmtly. the lltJest tnldina floon have In excess of 1.200 tutrct positions w1th access to 8,000- 10.000 

telephone lines and c:an like up to a year 10 eomplete. 

IPC's deslan architecture Is a major advantage of IPC's tutrct products. IPC's current systems have 

a IOIAIIy distributed architecture with mic:roproc;cssor w IS distributed throughout the circuitry. As a resull. 

there is no slnaJc point in iu IUITC1 system thai c:an cause a failure of the entire syncm. 

TrathMt MX. Tradenct MX. a fully diailll. distributed architecture product, was designed on 1 

pllentcd mcsh-swltchlna fault to'lcrant network. which is not vulnerable to Isolated component failure Its 

totally dlsuibuted dcslan avoids the diJidvantqcs of c.entraliud process in& .by equlppll\l each circuit catd 

wilh two SPARC mieroprocason, providl~~&• eombined 25 MIPS of proussll\l power per circuit board 

Tradmct MX is desiancd u a plllform comblnfna hardware and aoftwarc upon ._hid1 new fcarurc:s and 

applicalions c:an be added to cnhanc:e the producl. because Liley arc mainly softwarc bucd. these 

enhancements c:an be made qulckJy to ma.bla the Company to respond rapidly to dcvelopmcnl.l ln the marltel 

or to a customer's spcclnc: requesu.. The customer c:an have a continually up-IO-date syltcm .by VJdually 

upgrading. The Tradmct MX pWform iJ dcsianed wilh the capability to switch data and vlcko u "'ell u 

voice. 



.\fX Compoct. During 1994. the Company detennm~d that a more compact111d lc:.s costl~ 'erston 
of Tradenet MX wu required for smaller Stud IOC4lions. both 111 the financ:ial sel'\'ttes tndumy. ;rnc~ for 
utilities 111d emeraeney service providm. In June 1994. the Company introduced the MX Compact. 
designed with 1 tapiCity of 40 runets with compar.ible (CIIUI'CS o( Trldcne1 MX. The MX Compact IS 
PKka&ed in a slnaJe cablna and competitively priced for smaller bfaneh officn in smaller mariteu 

Trad'"" The Tl"'dene1 I\IITCt Is an analos system whic:h wu Introduced In 1989 and "'htch 
incorporated si&nlfitant advancements from prevlous-generalion wmts in a number of arcu Ftrst. the 
Trad~t's contOie wu upplded to ~tain lar&er liM and fwure keys and 1 bfi&ht electrOiwntneKent 
display. Additionally. the Tl'ldenet was mldc easier to pr1)ll'lm and contained m~ (eatutn than Pf'CYtOUS 
tumts. Finally, the Tl'ldenet was much smaller than the runets it rcpiKcd .. and allo"ed market data 
tennlnals to be placed on top ofthe tumt console without CIOstructing line of si&)lt between traders. 

ExcltangtfoM. Exc!lanpfone. introduced in 1913. is 111 extRmely n~&&edtud ke) telephone 
spectfscally daigncd f« use on exchlnJe floots. Ellthanaefone usa diltributed microprocessor technology 
to provide ease of future customlwlon and a slsnlfitant reduction In the cable between the tradina floor 
and the blckroom swhchlna equlpmenl 

()pur LiM S~Qku SyJttlftl. The Company manufiCtllrcS open line, diJ!tal. turnkey spcalter 
systems for the fitllllCial eervica industry. TheM spuker systems provide full-duplex commumcations over 
rwo-wlre or four-whe circuics thai enable broken to react insunWICOUSiy when tl"'dina. From a smgle 
microphone, brolcers c.n ~ simlliiiMOUIIy to numerous customers. Additionally, these speaker 
systems contain DiaJtal Sip! Processor software. lbls software enables the speaker systems to be utilized 
a.1 increased voi&..11CS with minimal dlstortlon, echo, fecdbldt and sidetone. 

The Company also manufaetwes multl·bunon key telephone sets and Intercom and speaker systems 
sold in conjunction with IW"rct positions. Additionally, I PC rcmarbts various other related products 
including. amona othen, PBX systemS, video conferencin& equipment and voice louin& and recorder 
devices. 

Turrtl &rvlct. Followlna 1 Jtlndard "fft yur WIIT'IIII}' period after installation of a tum: I S) st~m. a 
cust«ner &enaai!Y entttslnlo Ill annual or multi-year service conti'KI. pakl either monthly or quarterly '" 
advance. In addition. IW"rct MtVIca include moves. additions and cban&es 10 system c:onfi&urations. 

CWftnt v- lui l'nc.c Proclucl l.rroducod 
~-- Rlnt• Tl"'denet MX 1992 Fully dlaJtal switch and tumt. digital line s a.soo. 

lnterfaee. enhanced system management, mesh IS .OOO 
awltchlna. Pf011M1m&bt. apeaktn. multiple 

MX CompiCI 1994 optional furura. rcdueed beet room s 4.2~ 
7.000 

T~t 1919 Advanced analos switch with enhanced (tal\lrc set S 7.SOO· 
and consot. CIJOftOI!IIct., ti«IIOiwnlnuclent 12,500 
dlsplay,tou~:h Kreen modW. 

Exc:hangc(one 1913 Rugcd clesiJn, mlaoprocasor control, reduced S S.()()(). 
wllna 7,000 

Open Line 1995 Dl&ltal open-tine with dl&ltal sl&naJ processor S S.OOO· 
SPeaker Systems echo canceled. 9.000 
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Merketlag aad S.let 

The Company presently markets II• products domestically and intematoonally through vanous 
distribution dwlnels. 

The Company lw direct sales and service locations In New Yorit. London. Atlllllta. Boston. 
Chicago. Cincinnati. Dallas. Houston. l()j Angeles. New Jersey. Philldelphia. Pirtsbutgh. San Franclscc. 4\t. 
Louis, Toronto, Canada and Washington D.C. The Company also has a strong networlc of C1tablishcd 
distribution partners in Aflt'llin&. Aus1111ia. Austria. Belgium, Bennuda. Brazil. Canada. France. Gc""any. 
Greece. Hong Kona. Indonesia. Ireland, llaly. Japan. Kuwait. lwcemboura. Malaysia.. Mexico. the 
Netherlands, New Zealand, Slnppore, Swlturland. Thailand and Turlccy. In order 10 provide both turret 
and lnfonnalion Transpon Systems sales and service 11 each of theK locations. IPC has increased the 
requirements for its distributors to lnc:lude expenise In LAN design 111\d lnslallation. At a minimum. u ch 
distributor will provide 1 ~ident qualified systems engineer and will utiliz:e IPC's propriewy system tesung 
equipment at CICh loc&tion. 

IPC maintains a hi&h profile in the Cinaneial serviees market, and increasingly in ~~ utilities and 
emeraenc:y services masters, by using suategic ldvertbing In industry publicaJioru and panicipating in 
relevant trade shows. The Company Klively panicipates in Industry seminars to communicate IPC's 
capabilities to prospective customm. 

For lnfomwlon about the Company's geopphle segments, see Note 11 to the Consolidated and 
Combined Flnanelal Swemenu. Such lnfomlllion is SCI forth herein on pa&c 36 of this Fonn IO·K. 

The princ:ipal industries served by IPC include; finanelal services. banking and stock/commodity 
. exc~w~&cs. Other targeted industries may lnc:lude utilities, phannauutical .• ~allh ure, fashion, emergency 

SCfVIces and Insurance. HISIOrieally, almost all oftbe Company's revenues have been derived from sales to 
customers In the finaneial ser.ices Industry. No single customer KCounted for more than 10% of the 
Company's total revenues In flscal 199S or 1994. 

A5 of September 30, 199S, the Company had a b!Kklog of purchase contrKts repre~nting 

approximately $72,j million of funue revenues, as compared with a.pproximately S70.S million as of 
September JO. 1994. Due to the siz:e and lead time of orders, whlch can vary substantially, and because the 
Company gmerally rec.osnlz.es revenue upon the completion of an lnslallalion, the amount of biCklog at any 
date may not be Indicative of actual sales for any $Ubsequent period. The Company's b~eklog includes only 
orders for new insullatlons and doe$ not reflect annual or mulll·year service c:onll'IICts or orders for the 
reconfiauration. al~ration or expansion of wstlng syStems. as such orders are nonnally completed within 
one month. 

Since 1973, IPC has designed sevetal generarlons of products that have been matltetleadm in both 
fimcdonality and reUablll%y and eontinues to work closely with its c:ustomers to undenlllld their fut\lre 
requirements. The eapabllldes of Tradenct MX to switch cla&a and video as well as voice slanats provide 
oppoftllllitlet for the Company to lnttgrare all of thoM SCfVices to the lflder'• desk. IPC also holds patents 
thai II believes will enable It to provide lmpoftllll and mu1tetable features 10 tradcn when certain ISDN 
fiiCillties become wi<Uiy available In the future. In addition. the Company Is ~searchina the proviSion r 
full motion vlcleo to the u.dlna desk. 
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A TM is an emtlilna t«hnoloaY thai ~nts & new method of swnchmg .snd 113/lsponmg •bt.1 across disparate LANs and WANs. A TM offers rwo pnmaty lldwantaacs over currmt ne""orl.mg t«hnologies. First, A TM c:an move a wide range of data types. such as voice. vtdeo. d4lll and graph1cs • . u speeds of up to 2 gipbiu per se<ond. A TM provtdes a poinHo-pomt coMcc:tton betv.een any tv.o netv.ork nodes thllt maltes available the 1\111 netWorit bandwtdth. Se~:ond. A TM allows the dynam1c reconligurat1on of n-etworks to adapt to the constantly changing ~of work&roups. Today. tANs r~utrc the 11eograph1c proximuy of ... ortcgroups to 1 LAN s.erwer while A TM allov.s the crutlon of lojpcal nct.,.orlu Independent of the loution of the Individual nodes. A TM is expected to provtde low cost connectivtt) lind the h•lloh bandwidth neee:ssaty to talte advanlll&e of the most advanced applications. such as video conferencing and interactive multimedia communications. 

The Company is a member of the A TM Forum, a select group of tcchnoiOi)' compantc) th.lt exclwlge development infonnatlon rqularly in order to enhance the p&niclpants' knov.ledge of the technology. IPC has lllready begun reseatd1 on enllancemenu to Its current digital switch that v.111 rnable 11 to COMCCt to an A TM nerworlc. 

Maaufaehtma 

The Company manufactwu hs ptOCIIM:U at 1 leased IS.OOO square foot bu1ld1ng m Westbrook, Connecticut. The fac ili ty houses prod~M:tlon lines. 1 repair depattment. inventory, a tralnmg center and various suppon t'unc:tions. lnc:ludlng production schedullna. purchasina and quality assurance per10nncl .and production lines for circuit bocd assembly. 

Management believes thai the manufacturina facility and lu I'CSOIII«S are upable of handling expected demand for the foreseeable fui\IJ'e. 1M Company believes that there are adequa1c supplies of labor in the immediale area of the Westbrook facility. 

Most components have a relatively short lead time ofapprollima~tly 30 days. Hov.ever. there are a few long lead time iltmS, speclfteally displays an ' buttons. thai need up to 24 weeks order umc. The Company purchases c:cnain key product components thai are made to order from single source suppliers MatcrW.s are ordered 10 1 prodiM:tion foneast thai Is derived by conslantly monuorina sales act1~ity Titc Company believes thai Its reWionshlps with its suppliers are good, and it has not experienced 5Upply difficulties due to 1 supplier not being able to ptOd~M:C goods. 

Comp«Jdoa 

The mllkets for sophi.stiu1e<l communkllions cqulpmml and lnrormallon Trarupon S)'strms ur h1ghly competitive. Although some of the Company's competitors are subswllially latgcr and have greater resources. management believes thai IPC's strona market position Is the result of its consittent ab1llt) to produce hi&h quality prodiM:U, ill esllbll:shed reputation for the hl&hcst quality service. strona relat•oruh•P' with customen. experienced fllllll&,enlml and sales and technlc:al staiT. 

In the worldwide market for ttadlna I'UITCU. IPC's main competitors are V Band Corporauon lind Onush Telecommunic:&tions pic:. The Company also competes with Hitachi Ltd., felald, Etrali SA . Telenorma Gmbh (a division of Robert Bosch Gmbh) and LM Ericsson. Manqement believes it has Sl&nilicant advanlll&es over Its compctit.On by pnMdJna superior quality products and outstanding customer servu:c. 

Direct competition 10 IPC tn tbe lnfomwion Transport Systems business Is difficult to ldenllf) Although a number of companies c:an compeu for pans of what the Company includes 1n Its customer solutions (for example. cable Installation), manqcmcnt believes tlw Its upcnlse and global ~bilit) to 

• 



support lhe Ml range of lnfonnuion Transport S) s1ems rtquiremenll of l:u-ae n•uon•l .lnd entcm~tnm~ l 

cuatomert provide It whh alanlnca/11 compethl\e advan~qu 

Direct compc1i1ion 10 IPC iXnet is also difficult 10 teknufy Ahhou&h a tarac number o( compantu 

provide alobaJICiecommunlcatlon SC:tVItes. manaaemcnl believes lhatiPC 1Xne1 ~•II prov•de a umque value 

added service 10 lhe nnanclal IC'IYltts industry thai will J)fOYidt IPC IXnet lllllh Jl&lllriC&nl competiii\C 

Jdvantqn. 

The Company retia on a comb!Mtion o( patmiS. IBCk S«reiS. ttwkmattcs. cop)'ngtu.s and other 

intellectual propttty law. nondiSClosure lji1Mmenll and other protective measures to pro1ec1 11J propntllll) 

ri&hts. The Company cumntly lw t3 United St.la patmiS. including dtsian palents. and 0\e more 
pending pllenl appiltaJions (or its tcchnoloaies. The Company also relies on unpatented kno~·ho'" And 

trlde sccreiJ and employs vatiOIIS methods. lr.cludln& conridcntlallty aarccments with employees And 

consultaniS. 10 protect its IBCk seems and know-how. The Company also may desire to deHiop. produce 

and market corntnefeially viable new produeu. such as penonal communitaJions sys1ema. 1ha1 may requare 

new or renewed lica\SCS &om odlers. 

AJ o( September 30, 1995. the Company hJd 591 l'ull·llme. non·unlon cmploy«s worldwide. 

including 512 in the Unilcd SI&ICS and 16 In !he Unllcd Kin&dom. Of these. S6 ,.ere cnaaaed m nwkcttn& 

and sales. 73 in rescardl. development and product cngin«rin&. I 06 in finance. branch and ~rporate 

admlnlstrlllon. 171 1n manu(aclllring and 115 In opmWons. 

An addlllonal 464 Unhed SI&ICS worilcrt ate ~nlcd by collective barpining umu. •ncludtn& 

427 wllhln the New Yoril mctrOpOihan atea PfOvidcd unckr labor pooling lji1Mmenu be1~een lhe Com pan) 

and two of ill affillues. Contrac1.1 with unions are neaollaled every three years. Curren! agreements 

expiring lhrou&h June II , 1991 PfOvlde bmcOIJ, wt~e riles. wqc II'ICfUIC:I and pievance and 1errnina1ion 
procedures. The Company has never expc:rienecd a woril s&oppa&c. Manqcmcn1 believes lhal iu currcnt 

reWions with labor arc good and lhll cxis1in& union contracU will be ~ed. 

EavlroamtaLII Ma«tn 

The Company Is subject to variOIIS federal, stalt and local environmental laws and regulll ions, 

includlnalhose aovem1na the use, dischlrp 11\d disposal or hazardous substanus in lhe ordinary course of 

its manur.cturlna peoc:esa. Althou&h 11111\qmlent believes that ill cWTCnl manufiCIUnna operauons comply 
in all material respecu with applicable environmental laws and rcaulallons. there 11 no assurance that 

environmental Jeaislldon may noc In the 1\nure be cnected or intcrpmcd 10 crutc envirorunental liability 

with rcspcctiO the Company's facilllles or optnUions. 

ITEM 1. PROURTIIB 

The Company lca:scs 111 manufxturina facility In Wcstbnlok. Connectkut. iu executive offices m 
New Yoct City. Ill research 11\d development facility In Stamford, Conn«tlall and 1ts branch offices and 

sales oflka In the Unired Swa 11\d In the Unlred Klncdom. 

TIM Comp~ny btllevw 11\at 111 currtnl faclllllet .,. a6tqualt for ltJ lmm,dlalt and JI\Ort•terrn 
r~ulremtniJ and doet 1101 antlclp&M the n«d (or siJIIIricanl upanslon In the (oretecablc future. 
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ITFMJ. LEGAL PROCf:EQlNGS 

The Company is a pany to various lepl proc«dinp and lldmm1straJhc acuons. all oi ... hrch Me ot a.n ordirwy « routine ~ incidtntalto tht o~rations of the Compa.ny In the oprn1on of the Com pan~ ·s management. &uch proc«dlii&J and actions should not. individually or In the aaarepte, have ~ mJtcrral ad~erw effect on the Company's Onanc:lal ~ilion « results or ~ralions Sec "Ccnam Tran.sacuons oUld Rclationshtps - Conttl Litipdon" conwntd in the Proxy Statement. f« a diJCussron of cerwn ~ndrng legal procecdrngs. to which the Company is not a pany, rnvolving the AcquiSition of the Predecessor Company. 

ITEM4. 

ITEMS. 

SUBMISSION Of MAUEBS TO A VOTE OF SECURITY HOLDERS 

None 

PART II 

M. SKU fOB U:CISIRANTS COMMON EOUIIX AHQ RELATEQ 
SIOCICHOl.DlB MAUERS. 

The Company's c:ommon stock b listed on the Nasdlq Stock Exchange (Nasdlq • I PC I) The 
following table sets fonh the hl&h and low salts prices rcpotted by the Nasdlq. Tht c:ommon stock bcg.an !Tiding on Sepccmbct 27, 1994. 

For the year ended: 

Sepccmbct JO. ~ptanbcr JO. 
1995 1994 

Hl&h Low Hi&h Low 

First Quancr IS 1/4 II N/A N/A 
Second Quancr ,. II 1/4 N/A NIA Third Quancr IS I/2 11112 N/A 't-1/A 
Fourth Quancr II 3/4 12 16 1/4 15 

As of November 30, 1995 there were 56 holders ofiUOrd ofthe Company's stock. 

To d.uc, the Company has noc paid lily casb dividends 10 its stockholders. AllY funue ~ymcnt of cash dividend$ wtll depend upon the Company's amlnp end Onanc:lal ~itlor-. capital requirements and olhcr relevant factors. The Compu~y does noc intend to pay wh dividends in the forcseable furure but intends to retain its euninp f« UK in its busineu. 
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ITEM 6. SELECTED FINANCIAL DATA (•ulldlud) 

11111ounts '" dlousancls. acq~~ ClrlllftiS pet share I 

I cor 111c rlr><n 
F Of tile ! at rnckd monlll> cn.lcd 

Scpccmbct lO. Scptcm~r }0 

1995 19'U 1991 199! 

Stal<llltal of OJMraUOIIJ: 

Rf'm- ~ 206.254 s 16).671 s 112,71 4 s bUll 

Grou Profn 6).17) 41.0.) li , IS2 ~0 ) '6 

N~ •n<omc(loss) I ).267 16_,.9 (II un tl HII 

Eunlii&S pet siiiR s I 26 

WciJhlftltMncc s11ates OWIMd&nl 10,506 

Pro fonna c1minas pet share s 1.11 12) 

Pro fonna .. ciJhiCd ••cncc slllm OUU&atldlftl I .SlS (2) 

Supplcmcni&J pro forma CM~in&S pet sharc ou (>) 

Scpumbct )0. 'iq>tcmbc1 l0. 

e.~aac. s•Ht o.a.: 1995 I~ 199) IY92 

Worltina QPii&J 
s """ 

s 27.661 s 16,696 n .on 
Toui AUc!S 121,0)6 110.702 70,120 -14.411 

Lona·wm dctK 10,661 12,916 SJll 

!'lOtH per-blc 10 srockhoklcn 1.4 II 1.411 1,41 I 

Stockholdm' cqvll)' sa.~ 21.122 7,)21 S.91S 

II I Net l~c"mc lr.tl• .!q tile cumulalive etl'ca of tile Company'stmnirwion of its S COtpOB&ion S\&NJ ,. hlch 

rnuhcd in aiM bcnclil or S3.l9S. 

121 Pro fonna CM~in&S ptr .._.-coaspuled by cltvldina pro forma net income (Income ~fore pro> ·\iOn foe 
•ncomc w.a leu pro roraa provision for Income w.n) by pro fonna .. e,Jhled '"tne• n11111bc1 of tJ\at'a 

~ Tbe pro fonDa protltlon fOt 1- W.<IIUUIIICS ltiiiiPC·US - JUbjea ,_. "<<fPCCRR& 

(cdcnl it-. w.a forch.,._llld CIICllldra lbe WI balclil wod•cd wilh dx -llladoft of tile Compan)'s 

S eorpondorl - (See (I) lboVt). Pro '-a wdaJ!Ied ~"cncc number of sNnl OUUIIndlna Is tile hiJIOnC&I 

.. e.J)IICd ~ nlllllbct or .... outanllna dllrina 11M r- 8djml.cd 10 aJvc cft'ea 10 lhiiiWIIbc1 or 

PrNc.nW>< 

l""'IWI' 
I ., Ill< ttn 

monll'> cr..kJ 

lk'lObd ~9 
I <!<II 

UIJ71 

II\ liS 

I H"61 

Oaobtt :9 
1991 

s II.S97 
JS.~H 

20,506 

11-ata whole procllcds wm ntcawy 10 pey lhll'allalnlnl s corpondon diJaibudoniO PN-()trcnna srockholckn 

(3) EtTcclivc Oclobcr I, 1994,111d In COtiiiCIClion ,..fiJI tile ComJ*I( I Inillal public otrcrina. II'C conHncd ftorn en 

S «~rporadon 10 a C QCifJ)Cinllon.. Supplcrneni&J pro rom~ a aminal pet thiN for 1994 hl4 bml calculalcd 

uslnalhc ComJ*I(I rcporiCd Income bcfcn ~a~~n llldal•lna crrca for bodllhc Com pant a nsca1 1995 

tfT'tcdVI WI l'lll llld wtlpc.lf 1\fnlf al\lm OUI.\Iflndlna. 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CON DillON AND 
RESULTS OF OPERATIONS 

The following tables set fCHttl ce11a1n stataments of operatiOns dlta end tts percentage to total 
revenues for the penoda indicated 

For the yeer ended 

Revenun: 
Turret sates and 1111talllbon 
Turret servtee........................ ..••.. ............ ..................... . ..... .. 
lnforrnebon Transport Systems salle and inetallltion .. . 
InformatiOn Traneport Systems Mtvlee .. .. 

Total revenues. . ................... . 
Cost ol revenues.. .. ............................. . 

Gross profit ...................................................................... .. 
R1$111Ch and development expenML ............. _ ••••• OM ••••• 

Selling, genentl and lldtniniltratiY expet'IMI ..................... . 
Income lrom operatione........................ .. ..................... .. 

lnterastlncon Y(expenae), net. ......................................... . 
Gain on renegotiation of leaN obligetlon on vacant t.c:illtlel ..... 
Other lncomel(axpenM), nat... .. .. ....... 

Income before pnMalon for Income tun 
Provlslonl(benefit) lor Income taxea ............................................ . 

Net lncotr"e.. • ..................................................... . 

Revenun: 
Turret aeles and inetallatlon .. 
Turret aervlce ............................................................................ . 
lnfonnabon TrMaport Systeml laiel and 111llalllbon ......... .. 
lnlonnabon Tranaoort <;y•temt aeMc:e......... . ......... .. ........ .. 

Tot.a_l revenL~eau. .. ......... . .............................................. . 
Cost of ravenuee .......................................................................... . 

Groas prol\1.. ........................................................................ . 
ReseiiCh and development axpansea......... . ....... -........ .. ... . 
Selhng, general and edmlulallative QpenMI .............................. . 

I neon"~ frofn oper8tioraa..... .... . . . ..... . ... .. . . . . . . . . . .. . . . . . . . .. . . . . . .. .. 
lnternt lncomel(axpenM). net. . ................. .... .. .... .. .. . 
Glln on ranegotlltion ol leaH obllgetlon on vacant facilitin ..... . 
Other inCOtnel(expense), net..... ....... ............ .. .............. .. 

Income before pnMalon for Income tun 
Provialonl(beneftt) lor Income taxn ........................................... .. 

Ntt tnCCtM .• • ... ............................. .... . 

ll 

~~~;5 

$ 100,851 
50.057 
39,0815 
16.250 

200.254 
143,081 
63,173 
10, ~08 
3 1.038 
22,027 

233 

228 
22,488 
9.219 

$13,287 

48 9 
24 3 
189 
79 

1000 
694 
306 
49 

15 0 
10 7 
0 1 

0 1 
10 9 
4 8 
6 4 

Stpttm~ 30. 
1994 1993 

$70 168 S54 973 
51 .433 45.586 
33.3&3 8878 
8.709 3 4 77 

163.871 112,714 
115.828 81 562 
48,043 31 ,152 

7,854 7703 
23.n7 19,542 
16.1582 3.907 
(1,588) ( 1,404) 

517 451 
65 74 

15,6 78 3.028 
!873! 1,275 

S16.549 $1 753 

% 42 9 % 48 8 
31 4 404 
204 77 
53 3 1 

1000 1000 
708 72 4 
294 27 6 

4 7 68 
14 5 173 
10 2 35 
(0 9) (1 2) 
03 0 4 
00 00 
9e 27 

!0 5~ 1 1 
% 10 1 % 1 6 ----% 



Rewnws. Tocal ~ues Increased by $42.6 million 0t 2.6.0%. 10 $206.) million in the )'ear~ 
September 30, 1995 from Slb3.7 million In the year ended Scpttmber 30, 1994. 

Revenues from turn~ insttllllion and related KrVicc increased by $29.3 million. et 24. 1%. 10 
$150.9 million in the year ended September 30, 199S from $121.6 million In 1he ye11r ended Scp1ember 30. 
1994. This ina-case b primarily anributable to the increased accc~e of Tradencl MX. Mal\llgemenl 
anticipates that sales ofTradenet MX will generate the majority of turret ules Bnd inslnllation revenue for 
the: forcJeeable future. 

Revenues from lnfetmation Transport S)'5tems sales and related scrviee increased by $13.3 million. 
or 31.6% to SSSJ million In the year ended Septtmber 30. 199S from $42.1 million in the )eM ended 
Scpttmber 30, 1994. These Increases were attributable to the ~tinuin& development and expansion of the 
lnfetmation TrlllSpOit Systems business. MM~icment expms its lnfetmalion Tr1111spon Systems business 
will ~tinue to grow more rapidly than the turret business and will rcpn:scnt an incrcasmg proporticn of 
1ocal revenues. 

Gross Profit The ifOSS profit as • pcrcen~a&e of tottl revenues Increased to 30.6"• fet lhe year 
ended September 30, 199S from 29.4% fet the year ended Scplcmber 30, 1994. This increase in gross profil 
perccntage Is due to continued Installation efficiencies and manufacturing cost reducllons. 

Rt:srarch and Drwlopmtnt E.xpMsts. Research and developmenl cxpenJCS lncrco.\Cd by S2.S 
million. or 32.1%, 10 $10.1 million In the year ended September 30. 199S from S7.7 million In the year 
r 'lded September 30, 1994. The Increase was due to the ongoln& development of new products and 
en~ments 10 cxlstina products. The Company believes that development of new products and 
enhancements to cxistin& products are essential to Its continuing 'uec:as. and manaaement intends 10 
continue to devote substantial resources to rcscan:h and product devclopmenl in the future 

~/ling. G~ntral and Admmf.Jtratl>'t! ~nus Selling. general and lldminbtrative expenses 
increased by $7 J million. or 30.8 %. to SJ 1.0 million in the year ended September 30. 1995 from $23.7 
million in the year ended September 30, 1994. As a pertcn&a&e of revenues. expenses Increased to I S.O% 
for the year ended September 30, 199S. from 14.5% for the year ended September 30, 1994. These 
l nc~ases arc attributable to a rise In headeount and other expenses to support higher bus1ness levels and the 
continued development and expansion of the Company's lnforrn111ion Transpon Systems business. 

h:J. ~sllltCOflft I (ExJ>itnst). Interest hlQOIT!c I (expense) incnascd to $0.2 million In income for lhc 
year ended September 30. 1995 from $1.6 million In expense for the year ended Scplcrnber 30. 1994. This 
lnc1.:asc was due to the rq~~yment or long·tmn debe from the proeecds of the Compway's inh•al public 
o!Tcrlng in <ktobcr 1994 and lnu:rcst earned on temporary cash Investments and short·lerrn investments 
throu&hout liscal 1995. 

Gain on Rmqo~latlon of IAast OblfJlallon on V«anJ F«lllllts. The Com pan) reneiotiated Its 
obli&~llon In connection whh ccrttln VICanl ftcllillcs resulting in a SO.S million pin for the )ear ended 
September 1994. 

Provf.Jion for lncomt Tax11. The Compony'a c1Tcc1ive tax ralc fClf thf )'CAr ended Scplcmber 30. 
199S wu 41'K Blrccdve October I, 1994,tht Company tcrrninaled ht S corpoo•tlon allluJ end, as a result. 
wu aubjcct 10 c;orporato I'Cdcrallncomo taxes In OJUI 1995. Ac.cordlnaly. the year ended September 30, 
199S reflects an lnc:reaso in the provision fet Income taxes u the ~mparablc prior year' a tax provision was 
based on the Company's S corponlion 11a1us. On a comparable bul5, assumina the same e!Tcctivc tax rate 
and number of shares outstandlna after the Company's October. 1994 Initial public o!Terina. nc1 income 
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would have b«n S9.l million or S0.88 per share for the year ended ~ptember 30. 1994 

Compamon oftht Ytar ENMd & txtmbtrJO. /99./ to tht t'taT Endrd S.pttmbtrJO /99) 

RtvtnwJ. Total revenues iMre&Sed by SSI.O million or 4S.2%.to Sl63.7 m1ll lon 10 1he ~ eu ended 
~ptember 30. 1994 from Sll2. 7 million in the )ell ended Sq!lembcT 30. 1993 

Revenues from tumtllles and installttlon IMteased by Sl S.l million. or 27.6%, to 570.2 m1llion 1n 
the )'ear ended September 30, 1994 from SSS.O million in the year ended September 30. 1993 This lncreii.SC 
is primarily attributable 10 the lnc:reucd acupt&~Kc of Tl'ldenel MX and the conlinuina le\d of acll"l~ 1n 
the financw sctVkes lndumy. Management antkipUc:S !hat sales of Trwknct MX .... 111 genc~tc the 
majoril)' ofrumt sales and installation revenue for the foreseeable future. 

Revenues from twret service iMreucd by SS.I million. or 12.1%. to SS 1.4 million in the ~ur 
ended ~ptmtber 30, 1994 from S4S.6 million In the yar ended Scptcmbcf 30. 1993 The 1ncre.uc v.as 
due 10 a higher level of moves, adds and challaes 10 ulstlna lnstallations. 

Revmues from lnfomwlon Transpon SystemS lllu and installation increased by S24.7 million. or 
284.S% to S33.4 million in the yar ended Scptcmber 30, 1994 from Sl. 7 million Iii the )'ell ended 
Sq!lcmbcf 30, 1993. Revenues from Information Transpon Sysum.s service increased by SS.2 m1llion. OT 
JSO.S%. to S8.7 million in the yar ended Sepcembcf 30, 1994 from S3.S million In the year ended 
~ptember 30. 1993. These ~ were attributable 10 the contlnuina development and expansion of the 
lnfomlllion Transpon Symnu business. Mlllalement opecu its Information Transpon Systems business 
will continue to pow more rapidly 111111 the turm business and will repracnt an increasins proponion of 
total revenues. ~t ope:~~ !hat service revenue from Information Transpon Systems w1ll 
experience growth u the sales and Installation or Information Transpon Systems producu conunuc to 
incrc&K. 

GrOJJ Proftl. Total poa profit lnctUied by $16.9 million or S4.2%. 10 S41.0 million In the ) Cat 
ended ~ember 30, 1994 from $31 .2 mill ion In the year ended September 30. 199) . The Improvement was 
primarily due to an IMra.sc In 1f0SS profit from turm sales and lnstallallon. The hlah level of market 
accepWI« ofTIIIdcnct MX led 10 lnct'I&MCI unit -oluma and allowod the Company 10 roduce the level of 
discoun!J. This combinod with oondnulna cost roduction and lnstallallon emcicncy helped 10 incre&K aross 
profit matJ)ns fOT rwret sales and lnslallllion. 

The ifOSS profit u a pm:emaae of total revenues IMrcased 10 29.4% for the year ended September 
30. 1994 from 27.6" for U.c year ended September 30, 1993. The IMreasc in the IJOSI profit percentaac in 
turret sales and inJtallalioo described above was partially otrsct by an inctUSC in the proportion of total 
revenues attributable 10 the lnfotmltlon Transpon S)'Slems buslntN which senerally provide o lov.er 
margin. To establish the Company'• Information Transpon S)'llems business with cenaln larac customers. 
the Company acccpced sevcrallnstalladoN 11 lower marains whkh had an adverse effect on marains 1n the 
year ended September 30, 1994. 

Reuarch and D.vtlopm4fll Exp4fll41. Research and development expenses remained relatively 
stable at S7.6 mill ion In the year ended Scplltmbcf 30. 1994 compared 10 S7.7 million In the year ended 
September 30, 1993 . The sliahl dectease resuJMd from a lower Ulillzatlon 6f indcpendmt consultants. The 
Company believes !hat development of new procluets and enhancemtnts 10 •xis:ina plOducu arc essential 10 
its c:ontlnuina success. and rnanaaement lnleneb 10 continue 10 devote substantial resourusto research and 
product development In the future. 

S.lllng, Gtntral a1lll Adlrtlltutrallw £zp4NU. Scllina. &meral and ldmlnlttmive expenses 
incrca..ed by S4.2 million or 21.4%, 10 $23.7 million In the yar ended September 30, 1994 from Sl9 ~ 
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million in the )'W aided ~ptembcr 30. 1993. As a pe~cn111gc of revenues. 5uch expeoSts were red11o;ed to 

14.S% f« the 'fCM ended Scpcnnber 30. 1994. from 173% f« the year cndtd September 30. 1993 • .u 3 

result of lncrused re~ues and conuolltd upcnditurc arowth . A ponlon of the tncreasc tn the ~ear cndel! 

ScpltmbcT 30 1994 relateS 10 a SO.I million chat&c relaling to an employment qreement for a sentor 

executive In tOMeedon with eiTOtU as.sociattd with the Company's Offering and a S0.9 million charae for 

admlnistralive service fees punuant to labor pooling qrctments entered into as of October 1. 1993. In 

addition. expctueS have Increased due to personnel additions to s11pport expanding t>1uincu lc' cis 

/ntV'lst/ncom• l (ExpittU•) . Interest income /(expense) increased to Sl.6 mtllion in net expense 

for the year end~ September 30, 1994 from SU million in net expense for the year ended September JO. 

1993, due 10 increastd usage of the Company's line of credit nccessltat~ by the growth in iu business and 

incrused inremt raJCS, 

Gailt on RIMgo#atiolt of lAos• Ob/lganon 011 VGC'alll Foctltr11s. The Company rencaouottd •ts 

obliption In conncc1ion with eenain vacant ftcilitla resulting in a SO.S mtllion pin f« both the yean 

enckd September 1994 and 1993. 

Provf.sionfw lnc0111• Taut. F« the yean e~ September 30. 1994 and 1993. IPC·US was an S 

c:~loa f« United SWCJ fodcraJ taJt purposes. On September 29. 1994. IPC·US filed a noufiu.tlon 

tcrmlnMing ill S corporation status, effective October I, 1994, and will be subject to corporate federal 

income wes in fiscal 199S. 'The benefit for Income Wta for the year ended Sept.cmber 30, 1994 of S0.9 

million resulls &om a 1111 benefit In the &rnOWlt or $3.3 million In connection with the Company's 

tmnlnatlon of its S eotpOrllion Jt.IIUI partially ofrs.tt by a p.ovision for stale lUes and the lUes of I PC-UK. 

F« ttM yUI ended Sepcember lO, 1994 the p.ovision f« income wces of SIJ million rela!CS pnm&nlyiO 

taJtes peyable for the wcable Income ofiPC·UK. 

Llquld/Jy and Capital RUOIITCU 

On OctobcT 3, 1994 the Company eoo~pleted itJ Offering of 3.2SO.OOO shares of C(I(Omon St«k 11 

SIS.OO per shaR and received Offering proceeds of $4S.J37, net of undtrwnting diJCOUnts and 

eoo~m lsslons. During the YQ1 mcled September JO, 199S. Otrtrln& proce-eds were used co repay lona·term 

debe or $10,663, repev noces payable to stockholdcn of $1,411 and pay an 5 corporation dlatribuuon of 

SII,S30 10 pft-Offcrina stoc:kholdtn. The remalnlna proeceds werc, lnvcsled in temporary u.sh investmcnu 

and short ttrm lnvcstmenll 

Net ush provided by opetallons was $7.3 million f« the year ended Scptnnbcr 30. 199S. Net u.sh 

rro ' idcd by opetlllons resulted &om opcta.tlng pro fill and lnvcntof)l decreases f'Mm production e ffidcncics. 

o1T1e1 by lncmJaln IJ1Ide I'CIGCivabla primarily from hl&hcr sales levels, 

Nee cub p.oYidecl by opeiidluus was $7.3 million in the year ended September 30, 1994. lncre&)CS 

in lnvmcory due 10 hlaJiet poducl demands and Increases in ll"ldc reecivablcs due to hi &her sales level~ 

were more INn otrict by 1\11\ds provtdecl by Increases In customer advances and deferred revenue and 

KCOUnll payable and hlaJwr operlllna p.ofits. 

Net u.sh used In operations wu SS.l million In tbt year mcled Scp~.embcr 30. 1993 primarily from 

the tunc! ina or lnvcmory purthua raqultecl by lnctea~lna sales In dM latter pen of the liJul year. ~ hlch 

was pettlally of!Ht by 1\11\ds p.ovlded by tcCOUnts peyablt and CllltOIMI' advances and deferred revtnuc 

Cash l.ltad In lnveatlna actlvltla was SI.S million. Sl.l million and S I.S million for the yean cnd•<i 

September 30, 199S, 1994 and 1993, respectively. Net cash flows UMd In lnvesti ~~&ectlvltlcs resulted from 

propaty, pllnt lftd equipment expendll\lm., primarily COfllposed o( mach(MI)' and MjUipmcnl and leasehold 

lmprovcmentJ. In cONMCtlon with the Bridp Elec:tronlcJ, Inc. (" IPC Br!dac'1 acquisition pa)mmt 
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scheduled for Januuy. 19961he Company purdwed S2.0 molhon of shon·tcrm on\f$lmmts dunng J QCI~ 

In De«mbcr. 1994 the Company siane<f a promissory note v.hh a bank for a hne of credu up co S 1 S million. This line of credit was not utilized dutina !he yur ended Sepltmbcr 30. 199S 

In June of 199S. !he Company ecquiml a conuolllna lnce~st m lncematoonal Exd1angc Necv.orks. Led ("IPC IX nee"). The Company ecqulml ~of IPC iXnet for provldina SS.S moll ion m ~~o ork ina npu.al The ecquiSotlon was eccounted for uslna the purchase method of a«ounlina. 

In April of 199S. the Company ecquiml the aswts of IPC Bridge. The terms of the Kquosotoon include a fucun: payment of S2 million In ea.th. 76,92l sllala of !he Company's common SlO(k and possible additional payments eont:inamt on fucun: ~rfonnance. The ecquishion was accounted for usong the purchase method of ICcountina. 

The Company believes that cash flows from operations and exis1ing credit fecohtocs ,.,11 be sufficlentiO med Its wodlna eapital and eapir.al elq)tndocun: needs for the nur fucun:. 

The siz:e and lad timt of new arden c:an vary substantially and. Since the Company generally recoanlus ~venue fiom tbt sale and Installation of curm I}'SWIIS and Information Transpon Syst.t:ms on the completlor of an lnstallallon, the Companys q~~~Nrly mults of ~s may fluctuate soanllicantly. Manaaement does not believe lhallnt\adon has a si&nJfianl etrea on !he Company's results. 

Fou fgrt E:xc,_,. 

The Company's shipments to foreian dll1ributot1 are acnerally lnvolud in US Dollan. As • result. !he Company believes its fortlan exchanp lrllltattlon ClCj)OSIIR QUSed by these shipments is onsia;nolicant 

Sales 10 the Company's customm In the United Kingdom are denominated in British Pwnds Sterlin&- The Company does not hcd&t Its net~ exposure 10 fluctuations in the US Dollar/British Pound Sterlina exchange ra~e. Accordln&Jy, the Company Is sllbjea to risks associated with such nucruauon. However. adJu.sunents 10 the Company's f\nanclal position as a mull or CUiftfttY fluctuations h.tve no4 b«n sianilicant. 

ITEMS. 

ITEM 9. 

FINANCIAL STATEM.t;NTS AND SUPPUMJNTABX DATA 

Sec Financial S~mcnts and Financial S~mcnt Schedule be&IMina on p&Je 21 . 

CBANGES IN AND DJSAGUJMt:Nlll WD'U ACCOUNTANTS ON 
ACCOUNtiNG AND mlANO+I DIMl.OSIIJE 

Noc appllcal>le. 
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ITEM 10. 

PART IU 

DIBECTQR.S. EXECUTIVE OFfiCERS AND OTHER OfFICERS Of THE 
REGISTRANT 

a. ldcnrilica~Jon of Dlrecton: 

The information required by this Item is lncorpor1ted he~in by ~f~e to the information 
contained under the eapcion. ''EI~tion of Dirut.orsu In the Proxy Statement which v. ill be filed v. ich the 
SEC within 120 daysafter the end of the fiscal year «>vcrcd by this Fonn IO.K (the "Proxy Swcmcn!") . 
Such information Is intorpo11<td by ~fem~ee punuant to Qcncrallnfli'UC1ion 0(3). 

b. Identification of Ex~utive Officers: 

The infonnalion required by this lttm is lncorpotated herein by ~fmnce to the infonnauon 
contained under the capcions uEiection of DJrecaors~ 3lld "Manaaement" in the Proxy Statement. Such 
information is incofPOratcd by ~rcrcnce. pursuant to Oencral lnswction 0(3). 

ITEM II. EXECUTIVE COMPf.NSATION 

The information required by this IIUIIIJ in«>rpo11ted he~ln by ~fmnce to the information 
contained under the caption "Ex~utlve Compensallon" In the Proxy Statement. Such Inform acion Is 
illCOIVOrllcd by ~fmnce. pursuant to Qmeral lnswction 0(3 ). 

ITEM 12. SliCUBliY OWNEBSHIP Of Cf.UAIN BINEDCIAL OWNERS AND 
MANAGEMENT 

The lnfonnatlon required by this Item Is incorpotated htrcln by ~fe~nce to the information 
contained under the uption "Security Owncnhip of Certain Beneficial Ownen and Manqement" in the 
Proxy StiiUIIent. Suc:h information Is incorpor11cd by ~fmnc;e, pursuant to Oencral lnstniCtion 0(3). 

ITEM ll. CERTAIN BJIATIONSHIPfj ANQ RILATJD TRANSACTIONS. 

The Information required by this Item is incorpor1tcd ~in by ~ft~nce to the information 
contained under the caption "Certain TI1NICtlons and Relationships" in the Proxy Statement. Such 
intormation Is lncorpotated by ~fc~. pursuant to Oeneral lnsc:ruetlon O(l). 
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ITEM 14. 

PART IV 

UH!RrTS. FINANCIAL SJAIEMENJ SCHEQULES. AND REPORTS ON 
fORMI-K. 

(a)( I) Financial St&ttmenll 

Repon of Independent AtcOUIIIIIIU ~I 

Consolidalcd and Combined Balance Sheets as of " 
Sepcember 30. 199S and 1994 

Cocuolldated and Combined Statements of()peradons for the :J 
Yan Ended Sepumbet 30. 199S. 1994 and 1993 

Consolidaled and Combined Statemenll of Cash Flows ~~ 
for the Van Ended Sepccmber 30. 1995, 1994 and 1991 

Consolldl&ed llld Combined St&ttments of Stoc:kholdtn' Equity for the 2 S 
Van Ended ~bet lO. 1995. 1994 and 1993 

Nows to Consolldl&ed and Combined Financial St&ttmmu 16-l 7 

(a)(2) Financial Starement Schedule 

Schedule II · Valuadon llld Quallfyln& AtcouniJ 

Schedules 1\04 listed bave been omlned becallte they ate 1\04 applicable or ate not requ1red or the­
information requited to be set CoM tl~in it included In the Consolidalcd and Comb1ned FiiWICIII 
Statements or noca thereto. 

II 



(aXl) Exhibits 

Esh!bit No 
• ) .2 

• to.2. t 

• tO.J.I 

• t0.4. 1 

• to. t4. t 

21.2 

Exblbi! Tille 
Amended and Restated Bylaws of Registrant 

Lener A&Jftmml. dated October 17. 199S. by 
and between lhe ReaiSITIIIt and R1chard P. 
KlelnlcnKht amendina lht E.mplo)'ment 
Apttmml. clmd May9, 1994. by and between 
the Re-o)slnnt and Richard P. Klcinkn«hL 

Lener A&Jftmenl, daled October 17. 199S, by 
and between the Rqlstranl and Peter J. 
Klcinlcneclu amendina lhe Employment 
A&Jftmml, daud May 9, 1994, by and between 
the Rq.isnnl and ~ltr J. KlcinlcnKhL 

Letltf A~Jftmcnl. clmd Octobtr 17, 1995, by 
and bctwccn the Rqistrant and Jeffrey M. Gill 
amendln& lhe Employment A&Jftment clmd 
August 29, 1994, by and between the Registrant 
and Jeffrey M. Gill. 

Employer Apumml. clmd u of 
Octobef 17, 1995, by and between the RtJbtnnt 
and Steven Terrell Clontz. 

Subsldlarin of lht Rqbtnnt 

• Flied as an exhibit 10 the Registnnt's Report on Form 8·K, flied November 30, 1995. and incorporated 

herein by reference. 

(b) Rcpons on Form I · K 

No ltq)ons on Form 1-K wae filed with the Securities and Exchange Comm1ss1on 
durina the founh quarter of lhe fbc:aJ yur coV«'ed by this report. 



SICNATUR£5 

PufSUI/It to the requiremeniS of SKI ion I) or I S(d) of tile Securitlt1 Exchange Act of 19).1. the 

Reg1strant has duly caused thiJ report to bt sipltd on liS bthalfby tile undersigned. thereunto duly 

~uthorittd 

Date: ~cember 29. 199S 

IPC INFORMATION SYSTEMS. INC. 

By:Jsl RJCHARD P K I ErNKNECHT 

Richard P. Kleinknecht 
Chairman 

PursU&ntto the requiremeniS of the Sca.rrities E.xcbanac Act of 1934. this report has been s1gncd 

below by tile following persons on behalf of the Re&iJtrant and In the capacities and on the dates 10d1cattd. 

StfOM!D 

lsi RJCHARD P. KLEINKNECHT Chalnnan and Dll'cc1or Dcumbcr 29. 199f 

lsi PETER J. KLEINKNECHT VIce Chairman and Director December 29. !99S 

Is/TERRY CLONTZ Chief Executive Officer, December 29. !99S 

TmyClona President and Director 
(Principal Executive Officer) 

'sl JEFFREY M. GILL 
Jtfmt M.Oin 

Chlef'Operatlng Officer ~cember 29, 199S 

~GREGORY PJ!:CI:l. Chief Financial Officer December 29. 199S 

Grcaory Rltdcl (Principal Financial Officer) 

(Principal A«<W!tuli Officer) 

l si ntEOOORE J. JOHNSON Director December 29. 1995 

Tlleodott J. Jolwon 

lsi ROBERT J. MCINERNEY Director December 29. 199S 

Roben J. Mcinerney 

Ill PETER M. STEIN Director December 29. 199S 

lO 



(llflS PAOE LEFT BLANK INJ'ENTlONAl.LY.) 



REPORT OF INDEPENDENT ACCOUNT ANTS 

To the Stockholders 
ofiPC lnfonnation Systems, Inc.: 

We have audited the consolidated and combined financial statements and the fllUUlcial 

statement sclledule ofiPC Information Systems, Inc. listed in Item 14(a) of this Form IO·K. 

These financial statements and fllWICial swement schedule are the resporuibilil)' of the 

Company's manaaement. Our responsibilil)' is to c:x:press an opinion on theJC fi!Wl\.ial 

statements and financial statement schedule based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. 

Those standards requite that we plan and perform the audlt to obtain reasonable assurance 

about whether the fl.l!.lnCial statements are free of material misstatement. An audit includes 

examining, on a test basis, evidence supporting the amounts and disclosures in the financial 

statements. An audit allo includes useuina the accounting principles UJed and significant 

estimates made by m.anaaement, as well as evaluating the overa!J financial statement 

presentation. We believe thal our audits provide a reasonable basis for our opinion. 

In our opinion, the financi.al statements referred to above prexnt fairly. in all material 

respects. the consolidated and combined financial position of IPC Information Systems. Inc. as, 

of Septeml.ler JU, I ~Sand 1994, respectively, and the consolidated results of their operations 

and their c~h flows for the year ended September 30, 199$ and the combined result ) of 1hc1r 

operations and their cash fiowa for tho ye.ars ended September 30, 1994 and 1993, in 

conformity with generally eccq>ted accounting principles. In addition. in our opinion, the 

fllWlcial statement schedule referred to above, when coruideredl in relation to the basic 

financial statements taken as a whole, presents fairly, in all material respects. the information 

requited to be included therein. 

New York, New Yortc 
December 8, \99S 

ll 

COOPERS cl L VB RAND L L P 



IPC IN FORMA TlON IYITtMS. INC. 
CONSOUDATID AND COM81NI!D IALANCE SHEETS 

(Oolllrl ln ThouMIIdl. EKcecJ4 Per Shar• Amounla) 

ASSETS: 
C-MNII 

C&lh - lilmPO'liiY cuh in\-
Tra '-"'lblee. .... ...,.,_ oll1.57 2 -11.331 

lnvt111onn............. .... ' ........ . ... 

Prwpaod ~ - odllt QmiCll ..... 

TOIII Qm~Cl~ ..... 

PropeJ!y, pbtol- 8QU4 ,., ... nil 

O!het .. -.net.. ... -......... .. 
TOCAI-.............. .. 

UABIUTIES AND STOCKHOLDERS' EQUITY: 
Curr.ntiUibililla' 

Acoovnca p.ty·8bll.............. ···-.......... - ............... .. 
AccNed ~~......... ..... ' .. .. ... ................ ... •. c..-•-.,.,.,.,.,- ........ -
HolM J)IYibltiO IIOdiiiOidel'l ....... _. ... .. ......... .. 

Tat-' CUI'I"efft llbllbea. ... ,, .. , . , ........ , , . . . . ... •. . . . . . . . .. ·-· . . . . ..• 

L~ CleOL ..................................................................................... . 

oo.r ••ll' ....... ·--··· .... _ .......... -............. -.-. ........... . 
TOll! ...... ..... 

Sl~tqUity. 

Pm.md l4iOdl • 10.01 1* vM . ..-ad 10.000.000 --. 

none INIIICI encl-.nclinG 
C«nmon lliOdl · lf'C.US: 10.01 I* ....... t\IIIIOIIIIId 

2S.ooo.ooo ·~-: ~~Wed 10,713.r.o ...,7AUe3.,.... 
e1 Sl~ti"'W 30, lti8181W1 '"'· *P ctNely. 

IP('..UK. ( 1 I* vM, aulllolt&lld, ~~Wed - OllllliiiCflnG 1 00 

onlonlii)'.,._MS ;I •obiot30.1 ... ....... .. p..,.., Clllllbl. ..... _ ... _ .... _....... . ....... _ 
Relllnlld elll'llnge ............................... _......... .. .... .. 

leu 17.-ury *CII. II COlt. 242,185 tlllrMin letS 

- lt$,811 "*--in ........................... .. ... .. 

SeQWnOe< 30. 

l t9S 

Cottlo&d-

115.7te 
50 5 13 

U , 111 

U26 
110,t31 

• 1::11 

7,11114 

IID.OJII 

11'.807 

18,)61 

n .eu 

114.04! 

5.447 

euu 

107 

45,W 

13.2e2 

(1 11) 

51.1101 
l12t.OJII 

ToCihiOC:lPI' Sr 'I' IICI'Iil1.. . .. .._ .... - .. - ---:-,.;;::.::;:~ 

Toc.t~ -~· tquty ..................... _, ----

S2 6 16 

39 450 

504:te 

• 11 7 

100 609 

4 717 

5 2te 
SilO 702 

$16$.62 

18. 1114 

lt.all 

1.41 1 

72.~ 

10.683 

uet ... ~ 

75 

uee 
12.343 

!3221 

2 1, 122 

SII0,702 

See NotH 10 ConiOIIdawd and Combined Fln.nc:ial Statements . 

n 

s 17 349 

l t • 50 

50 • 26 

5 032 

11 2 217 

• 797 

5296 

$122310 

1 15 542 

18. 1114 

lt.al l 

7 1 537 

B 89 
77~ 

105 

45,101 

(322) ....... 
1122.310 



IPC INFO..MA T10H SYSTEMS, INC. 

CONSOUOAT!D AND COMIIN!O STATtMI!NTS OF OPI!RATlONS 

(Oollet$1n Thoua.nda. Except Per Shale Amounll 

, .... ,..,.._ 
SeliC 30 I tM S.0C 30. I ... S.0C 30 I ttl 

con.-- ~ c-

Revenues 

Product sale$ and tnSiallabon. ............................ .. .......... .. S13U47 $103.528 563 651 

Serva .. ....... ... . ....................... . 66.307 60.142 49 063 

208.254 163,671 112 71 4 

Cost of revenuH' 

Product sales and mtallation 85.174 74,233 48 294 

Servtee '''' ooo oooooooooooooooo•o••·••• ooooo••ooooou .. ooooOHUHooooooooo•ootOO 47.807 41,385 Jl268 

143.081 115.628 81 562 

Gros1 proftl ..............................................................
 . 63,173 48,043 31 ,152 

ReHweh and~ expenses...... • ............. _ ..... .. 10,108 7,654 7,703 

senmg. genefal and ~expenses. ........................... .. 31,038 23.n7 19.542 

lf'lCOtl"ttl frorr1 operabtl ........................... - ............ . 22,027 18,662 3.907 

lnterestlncome/(expenM), net .................................................... . 233 (1 ,5&8) (1 404) 

Gatn on renegotiiiWn of ..... obligetlon on vec81\t t.cifitiM ...... .. 517 451 

Other income/(exp«~M), net ....................................................... . 22e 65 74 

1 ncome betct. ptO'Mion for income caue 22.488 15.878 3028 

ProvisiOn/( benefit) tor Income taxM .......................................... .. 

Net inccM"N........................................................... . ... 
9,218 18731 1,275 

S13,2e7 s;~.!4v $ 1,753 

Earnings per &hare..... . .... . .. ... ..... ... .. . . ..................................... . s 12e 

10,508 
Weighted average lharet outatandlng .......................................... _...;.::.:=;.... 

Pro (pana dill <unew!desfl Hi• tf* 1); 

Pro lom\1 pCOVIIIOn tor income laUe .............. ............................ .. s 8.184 

Pro fonTII earnings per 1~ ................................................ ...... . 
s 111 

Pro fOfiTII weighted average number of 

she res outstandmg .....................................................................
.. . 8.535 

1J 



IPC IN"O .. MATION SYSTeMS, INC. 

CONSOUOATED AND COfllaiHED STATeMlHTS 0" CASH FLOWS 

(Oollarl "' T'houundl) 

Caah tlowt from operating ec:tMtin 
Net tncome ............................ . 

Adjuatments to reconcile net income to net c .. h provided by 

(used in) operating tc1lvitiH: 
De~ and emottizatlon. ... ............... . • .................... .. 
Ottlet~........ .. ........ .. 
PtovlllOI'I for doUbtful ecc:ounts .... 
Deferred lnoon-. taxH .. 
G11n on renegoti8Cjon of leaN obitglbon 

Chlngftln oper.ting aueta and lilbilrtiu 
T t* I"'CCIVVttiiS. .............. . 
I nventorils ........ ...... .• • 
Prepaid upenta and OCher CU"*'I IJMIS . . ........ ............ .. . 

Other laMia .................... .................... ................................... .. 
Accounts payable .................................. ...................................... . 
Accrued UabllitiH lnd OCher llbilitiH.... .. . . .. . . . . . . .. .. .... .. 
Cuttomlr advencls and der.rr.d revenue 

Net cun provided by (UNCI In) operellng 8C:IIvltiH ....... 

Caah t1owt from Investing ectlvillll: 
Capital expenditures.......................... .. .. .. .... .... .... .. .. .. ........ .. 
Purc:haM of lhort4mllnvestmenL. 

Net calh (UNCI In) IIW'eSting ldiYIIIeJ ....... .. 
C.Jh tlowt from ftnlndng ICtMtill 
P~J from long-tillm c»bl..... .. • ........................... .. 
Re~yment or~ debl ........ ........... ............ ............. . 
Repayment of notn payable to aflllla!H . ........... .... . . ......... .. 
Prooteda from the Nit of common atodl . ..... ..... . . . .... .. 
Pun:tlt.k of trwaufy stock........... .. . .. . . ... .. .. .. .. .. .. .. 
s corpore lion dialribullon.... .... .. .. ... .. .. . .... .. .. .. .. .. .... .. .. .. .. . . ... • .. 

Net cuh provided by {ultd In) ftn1nclng ICtiVIbeJ ..... 

E ff:ect of exchange rete c:hengee on caah ... 
Net ~~ In cath................ ......... . ............... .. 
C1ah. beginning of perlocS................................... .......... . . . 
CIJh, end of penod...................................................... ... .. ....... 

Supplemental calh flow ln1orrnltlon: 
Income taxH paid............... ....... ...................... ........ . .. ..... . 
lntei'Ht palcL ............................................. _ .......................... .. 

,01 1'-,_ .. _ 
hill lO '"' 

hill lO ,.,. 

COII.-at.cl c-

$13,287 s 16,5411 

2,058 2 317 
1,782 1 1171 

&e1 7&e 
(1 064) (4 256) 

(517) 

(11,804) (11,783) 
15,440 (23,100) 
(1,808) (3.545) 

(3<12) 142 
(717) 3,044 
(830) 3.1110 

jU82! 22,455 
7,3<13 7,253 

(8,4~) (1,173) 

j2.007! 
(8,608) !1 .173) 

123.2 11 
(10,&e3) ( 125.484) 

(1,411 ) 
46,337 

(3118) (72) 

j18.530! (2.470) 
14,337 (4, 7115) 

!4! j243! 
13,170 1 042 
2,818 1,574 

S1iU&e 12.'" 8 

s 11,878 s 1,3110 

s 18 s 1,157 

See Notes to Conaolldeted end Combined Financial Statements 

14 

hill lO ' ") 

c-

$1 753 

2 . 151 
2 063 

450 
2 

(451) 

(16, 1&e) 
(12,325) 

758 
(514) 

6 ,591 
1,666 
8884 

(5,160) 

(1 494) 

(1 ,4114) 

9 1,145 
(83.567) 

(250) 

7.328 
(82) 
812 
962 

$1,574 

s 335 
s 9 13 



IPC IHfOIUIA TIOH SYST!Ma, INC. 

CONSOUOA nD ANO COIIIBIK£0 STA TOIENTS OF STOCKH<)U)£RS' EQUITY 

(Oobts In Thousanclt) 

Peld Rtt.llneCI 

Par "' •among• TttUUIY 

Ve!Ut 17: !O.~ stodl 

Con'*ated ballnc:e, Septemoer 30. lee:! S75 ch~e, 

TrantllbOf'lldJuttment 
(180) 

Nt!IIICO'M 
I 753 

Pu<CN&t ollttttuty ltOdl 
!S250) 

c-~ ballnc» s.ptembet 30. 1983 75 ue& ( 1.463) tl50) 

Trant lltJon ldJUt tmtnt 
(213) 

Net inCOme -.... -.............. ····-···· ... 111.548 

Purclllse of lrt.ttury ltodl.. -- (72) 

$ (XliPQj ao< I dialnCullon -··-····-· ~.~70) 

Comlllntd ballnc». s.ptembet 30. I 884 75 use I 3aS (3221 

T ransla!IOn ld,ustment 
(~) 

Ne1•ncome 
13.287 

Ntl prQC»edt from illdlll pubWc olftring 32 ~2 218 

Issuance o1 common siOdc undet ~ CIOnii"'Cl 52~ 

PurCNse ol~ttttuty atodt. 
(31111) 

S corporaliol\ ditlnOutlon ..... .. ................ .. •... _ ....... (11,17111 f2.354) 

Contolld11AICI blllnc:e. ~bet 30, 11185 .. - .... - ... - ... ·-· 111!7 J:CU!5 ;!.Hf em a, 

s.. NoCa 10 Conlolidalld 11M Comllwlea FNnoll ~ 

To~• 

IICX~nolaers 

e<IU:IY 
s~sa~ 

(180) 

1 753 
!2501 

1328 
1213) 

16 S.ll 
(721 

12 .& 701 
21 122 

.~ , 

13 2117 
•2 251 

82• 
(396) 

f8530) 
38534 



IPC INFORMATION SYSTEMS. INC 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS. Co>nttnu~ 

(Dollars in Thouunds. Except Per Shan Amounu) 

I. Chanae in Capitallutlon: 

The Company completed an initial public offering (the "Offering") of 3,2SO.OOO shares of commoJn 
stock II SIS.OO per share on October 3, 1994. In connection with the Offenng. on May 9. 1994. the 
Company's stockholders approved a change in the Company's capltJI stock to authortte ~S.OOO.OOO 
shares of S.Ol par value common stock and 10,000,000 shares of S.OI par value preferred S1ock 
Pre-Ofrcrina stockholders uc:hanaed their shara for new common shares on a 620 991 for I basts 
prior to consummation of the Offering. The financial mtements renccc this change tn capt141iut ton 

Pm Eprma lnfqnnatioo 

An unaudited PfO forma balanee sheet IS of September 30, 1994 Is prescnced "'tth che htsconcal 
balance shecu. The pro forma balance sheet includes lldjustmmts for: (a) rl:(;ordina the procted.s of 
the OfrcrinJ of S4S.l37, (b) clw\tn& the defemd cosu of the Offenna of S3.086 agatnsc the 
proceeds fTom the OfTcrina and (c) paymenc of notes to stockholden of S 1,411. long-term debt of 
S I 0,663 and the distribution of S I I,SJO to the pre-Offerins stockholders from the proceeds of the 
Offerina. 

Pro forma provision for income Wtes for 1994 wumes that IPC·US was subject co corponte 
federal income taxes for the year and excludes the tax benefit a.ssoclated with the termlnacion of the 
Company's S corporation sutuJ (sec Note 10). The pro forma weipted avcraac number of shans 
outStlndina is the hlstorieal weipted avcr~ae num~r of sham outstanding during the: yc:ar 
adjusted 10 aive efTec1 10 the number of shares. 11 the initial ofTcrina price of S I S.OO per sh.are. 
whole pnxeeds were necusary 10 J»Y the rernalnins S axporalion distnbution. The pro forma net 
income per share hu been compule\l by dlvidins PfO forma ftd income (income before pro\lsion 
for Income taxa less pro forma provision for Income taxes) by the pro forma wetghted a\erage 
number of shares outatancflna. 

2. Summary ofSipJficant Ac:countina Policies: 

Princ;jples ofCollJQijd,etjon and Comhjnation 
I ho consolidated ftnancial stakments Include the accounts of IPC Information S~tems. Inc. and iu 
tubtldlaries, substantially all of which are wholly-o\med. 'The c:Qmblned financial statements 
include the accou.nu of I PC-US and its affiliated company, I PC· UK. Intercompany balances :and 
lll.nsactloas have been ellm lnated. 

Rcvrnuc Rg;opjrim 
ReventM from product saln and Installation ia recoaniz.ed upon complelion of the tnstJIIation 
except for reventM &om sales 10 diauibutors, which is recopl.zed upon shipment. Under contract 
provisions, CIIS(()meft ll't proaresa-blfled prior 10 the compJC'Iioa O( the instJIJIIil>llJ, The revmue 
relll.ed 10 these advance J»ymentl Is de(emd until the sysum instJIIIIions are completed. 
Revenues from ·run. and material" orders and ochet tctVic:es .,. recosniz.ed upon c:omplecion of the 
services performed. Conii'ICU for maintenance are billed in advance, and are recorded IS defcrml 
revenue and rocopiz.ed ta!Jbly over tht contractual period a. 
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IPC l t-.~ORMATION SYSTEMS. INC 

NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS. C<>nunucd 

(Dollars in Thousands. EJtc:c:pc Pc:r Share Amounts) 

Cash and Tcmporacy Cub !oycstmCQIJ 

The: Company places c:ash with sevc:ral hiah quality financ:11l institutions and thc:rc:b) ltm•t~ the 

amount of c~il expoSUIC to any sin&lc flnanclal institution. Tc:mporary cash 1nvc:stmc:nts "1th 

ona10al maturities of less than three months are considered cub equivalents and cons1s1 of h•ih 

grade municipal bond funds and time deposits. Temporary cash mve~tments are stated 11 cost. 

~hteh approximates fair value. These investments are not .. Jbj«tto significant market nsk 

Trade Bcqiyabls;s 

Trade aceounts receivable potentially expoiiC the Company to c:onc:entrations of c~11 mk, as a 

lqe volume of business is conducted whh IICVc:rtl major financial institutions. primarily compa01es 

in the brokeraae. bank in& and financial services ind~tries. To help reduce this nsk. customers are 

proaress-billed prior to the completion of the contract. 

lnycnlorics 

Inventories are tatcd at the lower of FIFO (fim in, first out) cost or market. Inventory coots mch • .:.: 

all direc:t manufac:turin& costs and applied overltud. 

Property Plant and Equjpmcot 

Proper"V, plant and equipment are stated at cost and depreciated on a straiaht-line basts over thetr 

estimated useful lives. When property or equipment are sold, reti~ or otherwise disposed of. the 

asset cost and related accumulated depreciation are removed from tho accounts: gains and losses on 

such dispositions are reflected in c~t operatiOIU. 

CAQitaliv:st pmdyet Pmkanm• Cmtt 
Capitaliz.ed product development costs represent cosu Incurred aftc:r technoloatcal fc:utbtltty •s 

established for the related procluct. The amoniwion of capitaliz.ed product development costS is. 

the greate1 of the amounts computed based on the estimated revenue distribution over the products 

revenue-produc:ina lives, or the stral&bt·line buis, noc to exceed four years. beainnina ~hen the 

product becomes available for aencral rclusc to c:~tomers. No product development costs were 

capitalized in the yean ended September 30, 199S and 1994. Unarnonized capitallz.ed protuc:t 

development cosu. which relate solely t.o tho Tradenet MX product, were $626 and S 1.2S I 11 

Sepccmbe• 30, 199S and 1994, respocdvely, and are iDcluded in other auets. Amortization expense 

for each of tho yean ended Sepcembet 30, 199S, 1994 and 1993 was $626. 

lnllnajhle AUCSJ 

lntanaiblc uscu. wbkb are c:arricd at cost less KCU~J~ulated arnoni!ation, consist primanly of 

acquired tec:hlloJo&y and JOOdwlll. Goodwill represents the exceu of the cost ovc:r the fair value of 

the identifiable tan&iblo and intanaiblo auets acquired In various acquisitions. Coru allocated to 

technoloiY and aoodwill acquired In acqulahiona are arnonitod on a stralaht-llnc bam over the 

periods benefited, princlpllly 4 10 10 yUII. The Company mcuuret the recoverabllity of acquired 

technoiOIY and &oodwill buod on antloipeted poss operalina lncome. 

Bcgmb end Qcyckppcnt 

Research and development expenditures are clwJod 10 expensa as incutred. 
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Income Twa 
In ac:c:~rd&nc:e with Statement of Financial Accounting Standards No. 109. "Accounting for Income 
Taxes" ("SFAS No. I 09"), the Company recognizes deferred income rues for the tax consequences 
in future years of differenees between the tax basiJ of asscu and liabilities and thcer financ ial 
reponing arnounu at each year end. based on enacted tax la"'s and SIArutory tax rates applicable to 
the periods in which the difTercnus ate expected to affect tuablc income Valuauon allowances 
ate C$tabllshed when necessary to red~.~« deferred tax UliCU to the amount that " "more hkcl} than 
not" to be ruliud. Provision rex eneome taxu IS the tax pa) able fur the pcreod and the change 
dunn1 tiM period in deferred tax uwu and habilulcs. 

Forclan Cyrmncy Imnslatloo Adlyumcnt 
The balance shceu and statements of operal ions of I PC· UK ate measured using the local currency 
u the funetional curreney. Au~t~ and liabilities of I PC-UK arc translated at the average rate of 
cxchanae prevailina durin& the year. Translation adjustmcnu aris ing from the uliC of difTcrina 
exchanae rates from period to period are included in the cumularivc translauon adjustment account 
in stockholders cqu ity. 

Earn loa• Per Slwt 
Eamlnaa per share are based on the wel&)tted average number of shates of common stock and 
common stock cquivalcnu ouuundlna durinarhc period. eomputed in accordance with the treasury 
stock method. Historical earninas per share were $2.27 and S0.24 for the ycUI ended September 
30. 1994 and 1993. respectively. 

Rcclassjfgrions 
CCIUin rcclusifiCilions have been made to the pn:vious ycUI' financial sutemcnts in order to 
confonn to the current ~od's pn:scntatlon. 

J. AcquilhjoAt 
Durlna June, 199S the Company acqt.li~d a eon!rolling inte~rl in International Exchange Networks. 
Ltd. ("IPC IXnct"). The Company acquired 8<Wo of IPC iXnet for providing SS.SOO in working 
capital. Tht ecqub·ition wu accounted for using the purchase method of accounting. Included in 
other uwu 11 Sepcanbcr 30, 199S is S I ,222, represc.ntina the execss of the eo.t O\ICf the fair value 
of the identifllblc tanJible wcu acquired allocated lO acquired tcchnoloa,y. 

Durina April, 199S the Company acquired the a.sscu of Bridae Elec!ronics. Inc ("I PC Bridge"). 
The tenns of the ecquisltion Include a acheduled fUture peymcntln Janllll)'. 1996 of S1.02S in ca.sh, 
76.923 shares of the Company'• common stock, valued at $700, achedulcd to be iuued in Janllll)'. 
1996 and possible tddidonal paymenu eontinacnt on 1\Jturc perfcxmance. The ecquesition was 
IICCOUIIted fcx lllina the purdwe method of aceountinJ. lneludcd in other UliCU at September 30. 
1995 Is $2,50 I, represc.ntlna the ucesa of the cost over tha falr velue of the Identifiable r.naiblc and 
lntan&iblt UMtl acqulrtd. 
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4. Inventories: 

Components and manufacturing ~ork in procns 

lnven1ory on customer sites await ins installation 

Pan.s and matntenancc supplies 

S. Propcny, Plant and Equipment: 

Land 
Mac:hinery and equipment 
Furniture and Fixtures 
Lnscbold improvements 

Leu. ~ulated depreciation and amortization 

6. Long-Term Debe: 

September 30. 
1995 1994 

S 9,:!4S SI7.8S I 
I 8,0114 ~~.~53 

6-IIZ ~ l~~ 

llS Ill 110 :!~~ 

September 30. 
1995 1994 

s 329 
ll.SOI 

l,6S4 
2789 

18,273 
9.0lZ 

$9 216 

s 329 
11.561 
1.366 
I 520 

11 ,776 
6,.979 

$4 797 

At September 30, 1994 the Company had oumandina debe from a revolvins loan and crcdtt 

asrecment.. u amended. which provided for revolving credit of up to S 13,SOO. Borrowtngs bore 

int.erest AI Cl.~ttu"l Bult's llliiOUI\CCid prime l"'lC plus 2.7S% per annum. the interest rate :~ t 

September 30, 1994 wu IO.S%. In Octolxr 1994, the Company repaid its debt tn full from the 

proceeds or the OfTerina and terminated the apeanent under wbieh the debt wu incurr.:d. In 

O«ember 1994, the Company aiJned a promiuory note with a bank for a ltne or crcdtt up to 

SIS.OOO ofwbicb none iJ OWW!dlnj 11 ScpltmbcT 30, 1995. 

7. Deferred CompcnJ&tioa and Odtcr Benefit Plans: 

The: Company hu auwned raporuiblllry for deferred eompcnutlon aarccmcnts wtth ccn••n post 

key officen and employees. Amounts to be paid raoac from S20-S15 per Uldividual per annum and 

an non-intcrest·bcatina. with libe payrncnts commcnclna on specified dales. Payments began tn 

1992 and continue through 2019. The IJ'OSI and d!Jcounted ptUettt value (usina an interest rate of 

Z.S%), net of c.uh paymenll, or the amounllto be paid under the,. aarccmcnta, aggrcaetrd $7,-1 so 

and Sl.606 11 September 30, 199$ and $7,600 and Sl,491 a1 Scpc:cmbcT 30, 1994, rcspcct lvd y 
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Approximate paymenlS for subsequent annual periods related to the deferred compensat ion 
agreements. at September 30. 199S. are u follows; 

1996 
1997 
19911 
1999 
2000 
Thereafter 

Sl50 
t88 
~~s 
:so 
3~0 

6..!&.2 
11.:!.ill 

In Apnl 199S, IPC-US terminated ilS patlicipauon in a defined contr1bu11on plan sponsored b) 
Kleinknecht Eleeuic Company ("K.EC"), an affiliated ccmpany. and adopted us 0 "'11 plan for all 
rliaible US employees. AccordinJ 10 plan provisiOIIJ, IPC-US contrtbullons are dlscreiiOIW)' a.nd 
are subject to approval by the Board of Dlrecton. Eligible employees may contnbute up to IS% of 
their annual compensation. IPC-US contributed SS20 for the year ended September JO. 199S. For 
t e years ended September 30. 1994 and 1993, the Company elected not to contnbute 10 the plan. 

I PC-UK has a defined contribulion plan covcrina all UK employees. Employee contr1bu11ons are 
limited by swute, aenerally noc to cxc:eed 17.S% of base salary. I PC· UK contr1buuons. net or 
forfeitures, fOf the years ended Se9tmber 30, 199S, 1994 and 1993 "'ere $92. S76 and S-l7. 
respectively. 

The Com~y ~d to K.E( and KJeinknecht Electric Company • New Jersey ("K.E<.:-NJ"). also an 
affiliated company, in aecorclan~ with labor poolina liJUmeniJ. approJCimatcly SS.07~. $~.7~~ and 
$2.103 (Of the years ended Septmlber 30, 199S. 1994 and 1993, respectively. represrntina pus 
through contributions to varioua union sponaored pension plans. 

Stock Optkm and lnscotiyo Plao 
In 19'4 the Company adopted a atoc:k option and incentive plan. There are a tota l of approximately 
791,000 lh.ares of common atoc:k reserved for iuuance under the Cnmpany's stock opuon pWI at 

September 30, 199S. At September 30, 199S. 2411,000 shares have been aranted. net of 16.000 
slwu cancelled, at priees l"lllainl frOfn S Jl.SO to S 111.00. There arc S,OOO shares exercisable at 
September 30, 199S. At September 30, 199S, an aaarepte of approximately S43,000 shares rem a en 
available (Of piiiL 

~ opclon plan also provides fOf the iuuancc of stoclt appreciation ri&hu and restncted stock 
feanares under whlcb shatet of common st«k may be issued to ellaible emplo)ees. No such awards 
have been made. 

Emplgya Srosk pymbew Ply 
In 199<1, the Company adopttd an emploY" noc:k purehue plan. There arc a total of 526.113 shares 
or ccmmon nock raerved fOf iuuance under the Company's employee stock purchase plan at 
September 30. 199S. The first plan year under the employee s!O(k purchase plan will expire as of 
December 31. 199S and stwa ofCOfnmon stock w11l be issued thereunder durina January 1996 

lO 
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8 Commitments and Conrin&endes: 

I jrja11ion 
Knight Venrures, Inc:. ("KVJ•), a c:ompany princrpally owned by Peter J Kletnknec:hr and Rtchud 

P Kleinknecht (!he "Principal Stockholders•), and lhc fanner parent of the Company. ts c:urrcntl) tn 

lni,gation wirh Conte! Corporation ("Contcl") ovtr amon& othtr claims. rcsponstbtltl) for 

approximately $3,300 of tax.cs. tax. liens, tax. useuments and tax. warrant.s with rcspcct to Conte I 

IPC (lhe "Predecessor Comp411y"), (Of periods priOf to lhe acquisition of the Company from Con rei 

As a result of !he above diJPUte, KVIIw wilhheld paymenl 0111 note rn the amounl of S·l.5481thc 

"Note") to Conte I usoeiatcd v.ith K VI's ~equisition of lhe Con1pany 

The Note is auaranteed by K.EC, and lhe Principal S!\ICkholders. The Note, ortatnally due on 

JUluary J I. 1992. b.:ars interest at 9% ptt annum, exc:cpt in default. in which case rhe inreresr rare 

inc:reases to 12Yo per annum. Since the Company is not a auarantor of the Note, and tts assets are 

not pledged u collattttl fOf lhc Note, lhc Note and rclated accrued interest have not !!.:en renee: ted 

in the financial statements. 

During 1992. Conte! sou&fll summary judpent on lhc Note and on !he cxeeuted auarant«S. K.EC. 

the Principal Sroekholckrs, and KVI c:ros .. movcd fOf an order arantin& summary judament 

d~laring that, amons other thinp, Conte! Is resp011siblc fOf all pre-c:loslnatax.es of the Company in 

excess of $331, u specified in tho Tax Allocation A~enl entered Into u pan of lhe p:.!•chuc 

agrument between KVI and Conte!. 

In Scptemb.:r 1992, Conters motion for summary judpcnt wu denied, the cross motton '"as 

d«larcd pmnature and 1M patties wert di • .zcted to serve formal pleadinp. Included In other users 

is. $1,014 11 September 30, 199S and $919 II September 30, 1994 whic:h n~prcscnt amounrs due, 

pursuant to lhc Tax Allocation Apument, from Conte I for pre-closlna tax.e.s paid by the Company 

In addition., the Company hu a receivable of SIIS at both September 30, 199S and 1994 ~hic:h" 

included in other useu. for iMuti.IICe premiums owed to the Com parry by Conte!. 

Management and ouuide lepl counsel b.:licvc Conte I Is fully rcsponsible for lhc above·menrioned 

$),300 and al l rclatcd c:osu and e~~tpensct and that !he auresatc rcccivable of Sl.l29. at Scptenober 

J 0. 199S. is fully recovenblc fioom Coo tel. 

Tax Alhxltion end lpdqppjftqtjon Aarccmcns 

As of May 9, 199-C, the Compa.ny, KVI and lho pre-Offerina Slockholders entcrtd anto a Tax 

Allocation and lndcmnlnc.don Apwment (the "Tax A~cnt") n~latin& to their n~spcctive 

income tax liabilities and cenaln rcla.tcd manm u a consequence of the Offttina. The Tax 

Aarcemcnt acncrally provlda that ~ pre-Offcrln& stoekholdcrs will be Indemnified by the 

Company with respect to federal and lUte income tax.es (plu• lntcn~t and pcnaltlct) shifted from a 

C corpora1lon tax.able year to e taxable year In which the Company wu an S corporation, and that 

lhe Company will be lndemnlfiedi by tbe pre-Offeriq stoetboldcrs with respect to federal and state 

income taxes (plus lntnoest and penalties) shifted fTom an S corporation ~ax~blc year to a C 

cocporation tax.ablt year. However, In the C&M of the pre.Oft"crina stoekholders' obliption to 

indemnify the Company, such obllptlon ahall be llmittd tO the tax benefit. If any, derived by the 

prc·OITering sroeldloldcrs due to the shift or tax.able income fTom a taxable year tn "'haa:h the 

)I 
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Company was an S corpor11ion to a C corpora1ion taxable year. Any pa~men1 made by the 
Company to 1he pre-Offerina stockholders pursuanl 10 1he Tax Agrccmenl may be constdered by 1he 
lnlemal Revenue Service or the state laxina authoritie• to be nondeducuble by 1he Compan> for 
income tax purposes. In addition, the Company, KVI, and the Principal Stockholders have agreed. 
to the extent that either KVJ or the Principal Stockholders receive any cash proceeds or o1hcr 
benefit in the fonn of a reduction in amounts payable on the No1e to Con lei as a consequence of 
such litigation. the Principal Stockholders will pay to the Company the lesser of (i) such bene Iii or 
( ii) the amount paid by the Company for taxes and rela1ed charges subject to the dispu1e. plus 1he 
amount of any eltpenses of such litigation incurred by the Company followina the consumma1ion of 
the Offering. The Tax Agreemenl also provided thai KVI assign to the Compan) cenam benefiiS 
and rights of K VI with respect 10 K VI's right of firs I refusal to purchase ccnatn bus messes "'hich 
may compete with the Company. In consideration of the Principal Stockholders' aareemerll 10 make 
such payments and KVI's as5ianment of sucb rights, the Company will pay any and all expenses 
il)Cuned in connection with such litigation between K VI and Conte I and wtll not proceed 
independently against or receive any amount directly from Conte I. 

1&ms 
The Company hu entered into variouJ operating leases for real estate, equipmen1 and 1u1omobiles. 

Rental cltpcnses under operatina leases (excludinarentals on vacant facili ties) were SS .S81 , SS,252 
and $4,323 for the years ended September 30, 1995, 1994 and 1993, respectively. Future minimum 
annual rental payments required under noncancellable opera1ina leases (including rentals on vacant 
facilities) at September 30, 1995 are as follows: 

1996 
1997 
1991 
1999 
2000 
Thereafter 

S4,-182 
-1.581 
J.637 
2,-188 
~.065 

1.W 
SIS 941 

The Company hu acc:rued for the minimum annual rental and estlma1ed building oper~una cons 
under noncancellable operating leases for vac~ted fKiiWes. These leases extend through May 
1991. The poss and diJCOWittd pRsenl value of tho accrued liability. net of payments made, 
approxlmlled $1,951 and $ 1,144 at September 30, 199S and $3,367 and S3.086 at September 30. 
1994, respectively. The diKOunt rate applied was 6.8%. 

Employment Aarwncmts 
The Company hu executed employment ... .>n trAts 1u1 tuture )~1"1•-es, thai vary in length up 10 S 
years, with ceruin Kllior executives for "hkh the Company hu a minimum commtlmenl 
~tina approximately $9,300 at September 30, 199S. 
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9 R( Ia ted Pany T ransactlonJ: 

Services Provided 
Affiliated companies performed vuious services and provided ceru1n equtpment to tht Compan) 

SetrVic:cs and/or equipment provldedl by affil iates ate billed to the Company and sen led through a 

periodic: cash tBrufcr 10 the affiliate. Approximately $31,666. $36.293 and S2:!.39S ,,f technical 

labor. and $2,083. $1.767 and $1,746 of administrative labor was provided through agr(cments 101th 

KEC and KEC-NJ durinathe yean enckd SqMcmber 30. 199S. 1994 and 1993. rei!)«t i' cl> 

Effective October I , 1993, the Company fonnaliud in writing exiJting am.ngcm(nts '" •Lh KEC and 

KEC-NJ with respect to a pool of field technicians utiliud by all three companies. KEC and KEC· 

NJ ate responsible for adminisurlna the payroll and related servic:n for these techntcal and clcrtcal 

workers and the Company reimbursn all comperiS&Iion and benefits paid by KEC and KEC-NJ 

anributable to scrvkcs performed for the Company plus I fee equal to 2.S'/o or such COSLS. For the 

yean enckd September 30, 1995 and 1994. KEC and KEC-NJ billed the Comr any pa)roll 

administrative servkcs of$1 ,024 and $922, rupcclively. 

ApproximatQiy $2,986 of subcontract labor was provickd b} KEC during the year ended September 

30. 1993. For the year ended Scp!ember 30. 1993. KEC billed the Company administrative services 

of$200. 

A portion of the Company's New Yorit branch operation is co-located with KEC '" a butldmg 

owned by the Principal Stockholdcre. For uch of the yean ended September 30. 199S. 1994 and 

1993. the Company was charpd a,pproxlmately S430 for rent expense. In eddhlon. for the years 

ended September 30, 199S. 1994 and 1993, the Company rented 'on a month to month basas t"o 

other facilities from entitles controlled by the Principal Stockholders for which the Company ,.., 

charged approximately S5S, SilO and $91, rupcctlvely. 

Equjpmcn• P~nt·!, 

Equipment rentalt from an affiliated company were S97S. $1 ,20 I and $7S4 for the )ears ended 

September 30, 199S, 1994 and 1993. respcc:1ively. 

Subc:on!XIClS and Other 
The Company and other companies controlled by the Principal Stockholders periodically 

~ubcontn1e1 certain work 10 one another. Amounts charaed to companies controlled by the Principal 

Stockholders under subcontr~tts with IPC for the yean ended September 30, 199S and 1994 v.ere 

approximately $2,220 and Sl28, respectively, while amounts c:haraed 10 IPC under subc:ontract.s 

with companies con.trolled by the Principal Stockholders were approximately SS87 and $993. 

respectively. 

In addition to the foreaoin~o the Company, KEC and K.EC-NJ ct1tered into a 20 year agreement 

daled as of May 9, 1994, wid! rnpec110 butincsa opportunilin rcprdina cabllna of communtcati"n 

infrasltuc:Nm. K.EC and K.EC-NJ have al'ftd noc to bid for or acecpt cablina jobs in compe1111on 

with the Company, lr It lntendt to bid or accept IIKh WOt1c.. In addition, becaun the Company It not 

a licen.sed electrical contnlctor, II has IJ1ftd to refrain from blddln& for or acccpuni wnhout •he 

consent of K.EC CK K.EC-NJ, as the c:ase may be, all opportunities thai combine both electrical and 
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cabling wortc. The Company hu also agreed 10 con1inue 10 n:fer 10 KEC and KEC· , J .:cna1n 
electrical conlnlc:ting btd opportuniuu 1denufied from time 10 ume Pursuanl 10 such agreemcnl. all 
estimateS fot c.abling wortc shall be genera1ed by the Company on beh1ll o f KEC. and KEC "•II pay 
the Company 1 notninal amount fot prcpanng such escima1es 

The Company and cotnpanies controlled by the Principal Stockholders also charge each <lthcr 
certain miJ«IIancous experues. includins. but not limited IO, office equipment rentals and ccn<un 

other administrative expenses. 

10. Income Taxes: 

Pretax eaminp consiSied of the follow•ng: 

, ..... f O<Ik r .. ,., 
Vur~ \rt.r [114<4 ' " ' [o<lfod 

b&•Ml ·~ l!t:S ~~" •• " Jl l!ti ~IJ.t8&tu H: IHJ 
PRt.U earnings: 
United Sw.es $1 7,1 51 s 9,760 s 191 
Forcip S.lll lll.6 ..1.lli 

T ota1 pmax eaminas $22 416 $!S676 Sl 021 

EfTecrivt Oe1.lber I, 1992.1PC·US elected 10 be treated u an S corporat ion for fedmlmcomr tax 
purposes. In the yun ended September 30. 1994 and 1993 the Company wu no1 tubJ«t 10 

federal Income Illites. The Company's income wu pused through and weed d1recll) 10 lhc 
stockholders. 

On September 29, 1994,lPC·IJS filed 1 notific.ation terminating its S corporllion SIIIUS, cO'rcu,·e 
October I, 1994. For the year ended September 30. 199S, the Company wu subJCCIIO corporate 
ftdcral Income taxes. 

lbe provision (bencfrt) fot income taxes consisted of the followmg 

Current: 
Federal 
Sw.e and local 
For.ip 

De feme!: 
TmniMiion of S <otpota~ioo 

statu• 
Federal 
Slate and loc.al 
Forcip 

Income tax provitlon I (benefit) 

, ..... 
,.,.,~ 

S«M•hsr ll •m 

S S,ll7 
2,SS8 
l..W 

J.Q.J.Ql 

(613) 
(359) 
Wl 

(.l.Wl 
19,219 

$1,160 
Ull 
J...lll 

(3.29S) 

(744) 
W1l 

14 2S6\ 
$ !&Zll 

for lk 

\ ur l114cd 

~ 
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The components of net deferred w assets are as follows: 

Se~tembcr 30. 

199S 19<14 

u.s ECttlllll Icl&l u.s fiUCIIID 

Deferred tax uscu: 
Exces.s of book ovu w depreciation $1 ,133 s 26 SJ ,IS9 SUS7 s 30 

Amortization of inta.naibles 2S 2S 23 

Inventory and receivables 2.602 214 2.116 I,S9S IS8 

Accrued expenses .l..lli .l..lli ~ 

Total deferred w asscu Ul.Q 440 i.110 ~ ill 

Deferred w liabilities: 
lnvesunent lncome 

(I) 

Amortiu.tion of inta.naibles (227) (I) (221) (433) 

Total deferred w liabilities W1l w W1l Wll w 
~ 1m ~ ~ ill.Z 

These ne1 defcmd w aueu arise from telftpotV)' differences related to dcprcmtion, the 

amo·rtization of inta.naible UMU. the allowance for doubd\11 ICCOUnts, Inventory valuallon and the 

Company's variouJ aec:ruab. No valuadon allowance was required 11 September 30, 199S and 

1994. 

A reconciliation between the starutory U.S. fcdual income w rate and the Company's ciTecu"e tax 

rate is: 

Statutory U.S. federal tax rate 

State and lout income taxes, 

net offcdual beoefrt 
Tax ellempt Interest income 

Other, ne1 

September 30, 

..122i 

JS.O% 

6.4 
(O.S) 

lU. 
~ 

~ 

Sl.117 
:J 

1.7S6 
.!.£A 

~ 

(I) 
(4)3 ) 

illil 
S=i 2SI 
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II Operations by Ocoaraplllc Areu. 

Information .~lithe Company's opmlllons by acoppluc IIU 1$ IS foiiO\Oo S 

fwdM rwtk • ., uw 
Ytv~ \ur[- \tit t Mf1l 

SIIII•M[.II.IttS S&ll&•llf;E H I !tf ><p11ehu Jt.j!!J 

Revenues: 
United States S 116.3SS S I .&2.1JO S Q~.IJS 

United Kinadom 19.899 :!1 $41 18 S29 
$206 :!S1 Sl6l 671 srpw 

Opcratina Profits: 
Untted StaleS $30.714 $20.371 s 3.:!:!0 
United Kinadom 4,192 S,l4S 3.099 
Corporate 112879> !9 0$4> 1741:!1 

$22 027 $16 662 ~ 

I denli fl&ble Assets 
United States s 91.221 S 94,SJO SS6.6U 
United Klnadom 2S,417 1.799 8.02~ 

Corporate 4 391 1m S -!OS 
$121 036 $110 792 $70, 1:!9 

Included In the Uniled !;tales revenues are expon sales to unaffililled customers of $17.063. Sl:! .8~9 
and $3,167 for the yurs ended Scptcmbu 30, 199S, 1994 and 1993, respectively. Transfers from the 
United States to the Uniled Kinsdom. eliminated In consolidation, were $7,999,$6,764 lltld $6,117 for 
the years e:ndcd Sqlccmbu 30, 199S, 1994 and 1993, respectively. 

No sinale cu11omer accounted for 10% or more of total revenues. Corporate assets arc prmc•pall) 
prepa.ids, in~&nalblcs and other useu. 

)6 
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I:! . Quarterly Financial Information (unaudhtd) 

Tht follo-..ng tables Stt fonh unaudited quarterly financial information for the )tan ended 

September JO. 199S and 1994: 

Year Ended 
September 30. 199S: 

Total revenues 
Gross profit 
Net 1ncome 
Earnings ptr sh&tt 

Year Ended 
September 30, 1994: 

Total revenues 
Gross profit 
Net in(()!Tie 

Quantr Fnded 

dCZcmfiCr j I Mattb ) I June 10 Scl)lcmber JO 

(in thousands. u c.c:pt ptr sh&tt amounts) 

s 47.716 
I4.S II 
3.06. 

s 0.29 

s 31,31) 
11.122 
4,051 

S SO.S21 
I S.41 S 
3.261 

s 0.31 

s 39,719 
11,541 
2.930 

S S2.4SI 
16. Ill 
).416 

s 0 .33 

s 40,,096 
11.796 
2.679 

s ss.m 
17.109 
3.44S 

S 033 

S 4S,S43 
13.S77 
6.119 

Net income in the fourth quarter of 19941ncludtl the cumulative effect of the Company's 1tm111'11n•n ,,r 

iuS corpor11 lon ttatua which rtaulted In 1 taJC benent of S3.29S 
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II'C IHf'OIUIATIOtf IYST£MS. INC 
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-
COl E 

0\qod•C:.. Olqod• .......... ( ... 
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I _.;...._.;;820-.. (1) .;;';........;.;' 5~72;;.. 

I 3.052 .;1;.......;.1-.. 1,;,;23-(2) ..:•:...._;,7.;;4~89:., 
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(2} ,,_,.,., 'Millin Olf 
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PROJECTED STATEMEHT OF OPERATIONS · FLORIDA 

SEPTEMBER 1tl7 · SEPTEMBER 1tll 

Revenue s 

Leu: Coal of Salea 
Direct 2~.000 

lndnct 10000 
Total Colt ol Sales 2&0,000 

Grosa Profit 

Less: Selling, General and AdmlnlatretiYe 

Net Income s 

400,000 

260,000 

1-40,000 

95,000 

45.000 

SALES FORECAST-FLORIDA 
6110/97 



EXBIBITC 

TAB I SUMMARY OF TECBNlCAL AND MANAGERIAL QUAI.JFICA TJONS 

TAB 2 RESUMES OF DAVID WALSH, ROBERT WOOG AND WILLIAM 
WALSH 



SUMMARY OF TECHNICAL AND MANAGERIAL QUALlFICA TIONS 

lXnet hu a competent and experienced managementltaff David Walsh, tXnet's 

President, has worlced In Ienior management positions in the telecommunications and financial 

industries since 1983. He halt menJivc experience in developing and implementing closed user 

group telecommunications networks both in the United States and internationally and has 

significant experience supervising and overseeing the operations of a large company and staff 

Roben D. Woog, Vice President- Business Development for rXnet, has over twenty-five 

years experience in the tdecoJJU1UJJ\ications business, includina over ten yean with AT&T· 

affiliated entities. Mr. Woog hu daipod and implemented various tdocommunications systenu 

for • variety or companies. 
Attached at Tab 2 arc the resumes of David Walsh and Roben Woog 



David A. Walth 
Pruldent • IPC lXnet 

Wall Street Plua 
8t Pine Street 

New York, NY I 0005 
Phone· (2 12) 825-9060 
Fax: (212) 858· 7990 

Mr. Walsb is President of /PC 1Xner, a New York-based company formed in 1993 to address 

lhe increasina rnarbt demand in the financial community for premium international communications 

service! provided over a tr'I.Npl1'en1, end-to-end managed infrastructure. The company is 

constniCting a true global virtual private network for the financial community Numerous customer 

connectivity and tra.nspon features wiD be accommodated, each specifically aimed at delivering an 

unrivaled level of quality, inter-operability and ease of use. 

Previously, Mr. Walsh acrved as a consultant to the New York Commodities Exchanges 

(Commodity Exchange, Inc.; The Coffee, Sugar & Cocoa Exchange, Inc.: The New York Cotton 

Exchange. and the New York Futures Exchange} Among his responsibilities, Mr Walsh directed 

lhe development of an 8,000.line network for the Exchanges and their member firms and a market-

data management information system to monitor a $50 million trading information "ticker" network 

In addition, h: was senior manager for a design of technological systems for a new trading and offi~ 

facility for lhe Exchanges. Other concurrent consulting projects included the desrgn and installation 

of two International private network.s in Moscow, Russia and Sao Paulo, Brazil for an international 

carrier Tbele networia were designed to meet emerging telccommunication.s opponunities in third-

world countries 



While coruulting. Mr. Wabb fanned VoytF Networb, an international value-added carrier 

which has grown 100% per year since its inception. Voyager provides managed network services 

to many large and small companies on a aJobal basis. 

Prior to the Commodities Exchanges assignment, Mr. Walsh wu the Director of Technology 

within a large, diversified financial finn, Mills & Allen. Mills & Allw is a holding company for the 

following broken.ge houses: Gatt>an, OIMB, Garvin Guybutler, Glntclco, Harlow Meyer Savage. 

MKI and Titus Donnelly. Mills & Allen wu the holding company for the following technology 

companies: GIS Information Systems, Garban Computer Inc. Radar Trading Systems and Direct 

Financial Services. Mr. Walsh headed strategic technological developmcntJ for the firm Major 

projects which were completed included: New Yoric City Fiber Optic Network, consisting of2000 

circuits, I 000 lines, 20 nodes, Tl backbone intemational network and a worldwide multi-tasking 

computer workstation LAN. 

From 1986to 1988, Mr. Walsh wastheDin:ctorofTechnology for Drexel Burnham Lamben 

Trading Corporation. While with Drexel, Mr. Walsh built and managed its entire domestic and 

international trading network.. 

From 1983 to 198S, Mr. Walsh worked with PSI Telecommunications ru the General 

Manger for PSI, Mr Wal.sh wu responsible for the desisn, procurement, installation and maintenance 

of many tdecommunication aystcms. Client management included f.n&JX.ialac:coonts such u Central 

·2· 



National Bank and Greenfield Arbitrage A diversity of systems were managed including networks, 

key, hybrid. PBX, turret, speaker, call a.ccounting and ACD. 

Mr. Walsh received his B.B.A. from Valdosta State College and an MPS Degree in 

Telecommunications from New York Unlversity. 
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EDUCATION; 

RobmD. Wooa 
230 North Wyoming Avenue 

South Orange, New Jeney 07079 
(201)161-7316 

• B.S.B E with honors (3.33/4.00)- Worcater Polytechnic IJlllitutc 
• Operations Research Summer Course - Univerlity of Michigan 
• Various Bell System Technical and Management ProgramJ 
• ffiM Executive Seminat1: 3601370 Operating Systems, IMS, VS 
• Computer Programming Counes- UNIX. Fortran 

WORK. EXPERIENCE; 
July 1995 to present: 
1XNET- Vi« Prelldaat- Global OpentJoaJ 

• Responsible for all international operations, Including planning of network expansion, 
strategic alli&l ~ regulatory and legal implications, and aelce1ion 111d negotiation of p&rtners 
and vendors. Determines all carrier telecdon and nesocialcs all major agreementa. Supervises 
all operations persoMel until separate business units ue es1ablishcd. Assesses all new 
technologies and negotia1es vendor pricing. ternu, etc. Seleets all imernational locations and 
superviJes activation of equipment and acrvi<:es Manages special projeets u assigned by the 
President. 

April, 1988 to June, 1995: 
POSITRON INDUSTRiES, INC. - Vlee Praldot - Operatlona 

• Responsible for directing all engineering and product development of turret and related 
producu. lnlnates and manages aD vendor rdationships for related products m&rketed as pan 
of the Positl't'n product line. Ovenea manufacturer and distributor service and technical 
support capabilities for both new Installations and installed sites Performs technical sales 
presentations for both domestic and international customers and distributors 

June, 1986 to December, 1987: 
COMMUNICATIONS TECHNIQUES, INC. • Dl~tor of QuaUty Anura nee 

• Revamped the Qua1lty Control department into a fully functional Quality AlsuriJICe 
Organization Instituted COfnlctive action programJ in all faceta of opcntions including a 
disciplined product Oow and etroctlvc feedbadc aystems Instituted a Failure Analyaia and 

Product Improvement Syst.em by devising and supervising a systems of analysis. feed-back, 
and control for all manufactured unlta utilizing computerized databues. 



March, 1985 tO May, 1986: 
DIGITAL TRANSERVICE CORPORA TIOJI. - Eucudve Vice PraJdent 

• Responsible for ovenll design of all telecommunications ayatenu including selection of all 
equipment and neaotiat:lona with vendors for price, terms and condiliona Formulated the 
deployment SU'Itegy and techniques for all transmiasion, switching. cabling. and interfacing 
to customer equipment. Detcrmlned the technical feuiblllty of all new services and 
engineered their implementation. Managed and supetviled all field installation and 
mainteMnee orpnizations and activities including network control, service provisioning, and 
customer support. 

May, 1982 to February, 1985: 
AT&T COMMUNICATIONS- District Maaa~r- Plu~tlaaaAd Dalan Labor11toria 

• Responsible for the complete deYdopment of cost effective prototype and production system 
designs for use in operation and control of centnl office equipment and in the provision of 
new customer services Managed an organization offony engineers and computer scientists 
who design, develop, field test. and suppon rnicroprocusor based communications systems 
l'rojects included: Primary Alen System for the Nonh American Aerospace Defense 
Command (NORAD), a mobile communications van for use with Airborne Command 
Aircraft, a packet switch and PAD, network telec:onfercnclng bridges, and a complete control 
console for High Seu radio service. 

January, 1979 to April, 1982. 
AT&T LONG LfNES- District Data Syatema Mauaer · Advanced omee Syateau 

• Responsible to manage AT&T's internal investigation into the womce of the Future " 
Responsible for strategies, standards, project management, equipment purchases, software 
tlrlertion, networking. designation of test lites, etc. reponing to an lnterdepartment.al Vice· 
Presidential Steering Committee. Manased the development a.nd deployment of an AOS 
prototype through volume testing with over five hundred users at nearly one hundred sites. 
Including evaluation of hui!Wl fac:cora, and psychologicaVaociological implications 
Functionally the l)'llem encompassed Electroruc Messaging, Teleconferencing. Text 
Management. Information Storage and Retrieval, Decision Suppon, and Personal Suppon 
Systcrna. This UNIX based system has now grown to a production environment supponing 
over thineen thousand AT&T managers 



October, 1915 to December, 1978: 
TELECOMMUNICATIONS COMPANY OF IRAN· Aabtaat Dlrutor Genua! 

• Fully responsible to provide long diJtante services to the Iranian Military Forces by directing 
all appropriate tFx::ies in TCI, Ministry ofPT&T. and Military Organiz.ations RC$Uit in one 
year wu a tenfOld inc:reate in the usable military netwolk both in number of circuits and bases 
eaved. Abo directly respoMible for all communication needs of the "he&d of state" u well 
u the U.S. Embassy. Supetvised the Microwave lnstallation Organization for radio. 
multiplex, UHF, power, and toll terminal equipment for foreign contractors and Iranian 
teehnieianJ. Supetvised the Microwave Network Control Center responsible for Network 
Control and Restoration. SeMd u prime adviser in all ta.c:ets of maintenance and operations. 

June, 1973 to O<:tober, 1975: 
AT&T LONG LINES - Muaau or 'fecbnlcal Support • En&lneerina Computer System 
Application• 

• Project rnatll8«fa team ofBeU Labs and outside <:onsultant Operations Research Ph D.s to 
create a feul"ble heuristic technique to automate the erljineering planning process of the 
AT&T muhiple:K netWOrtc. As a result, significant efficiencies of equipment deployed was 
realized; the entire Engineering Data Systems process was revamped. 

April, 1972 to May, 1973: 
AT&T LONG LINES- SupervbJaa Enpeer • Fundamental Plannloc 

• Successfully negotiated a new conceptual maintenance plan with three separate Bell 
companies lnduding ipi.Cific implementations. Resulted In significant realigning of functions 
and peraonnel between AT&T and Bell companies creating consiatency in maintenance and 
operations. 

0'-tober, 1~/0 to March, 1972: 
AT &:T LONG LINES - Dbtrkt OperatJolll Supervisor - Overuu Trame Operations 

• Supervised allataff functions for the organization responsible for all overseu traffic to and 
from the United Swes to Italy, Iran. Columbia, Swit.zerlantl, Scandinavia, and several other 
countries. Deviled new computer ayatems that reduced statfby fifty percent and initiated new 
concepts in force management and result a analysis. 



July, 1969 to October, 1970: 
AT&T LONO LINES · Plut Mnaau 

• Implemented own study to improve long diJtance service ln the metropolitan Newark Area. 
Managed thia organization from inception supervising all changes in procedures, controls, 
training. force deployment, etc. for a force of seven supervisors and sixty teclmicians Results 
showed significant measurable improvement i.n quality and speed of delivery as well as cost 
and productivity improvement. 

June, 1968 to June, 1969: 
AT&T LONO LINES • Senior Enalnu.r • Cuttomer Service 

• SuperWcd a team ofeugincen to design special circuits and to implement facility and circuit 
re-routes. Act.cd u coordinator for the Autovan Military Network and the FTS Government 
Network for the Northeastern Area ol the United Stales. 



EXHIBITD 

TARIFF OF INTERNATIONAL EXCHANGE NETWORKS, LTD. 



FLORIDA PUBLIC SERVICE COMMJSSION 

DIVISION or C..OMMUNICATIONS 
BUREAU OF SERVICE EVALUATION 

T ARIPF APPLlCABLE TO 

INTEREXCHANOE TELECOMMUNICATIONS SERVICE 
WITHIN THE STATE OF FLORIDA 

PROVIDED BY 
INTERNATIONAL EXCHANGE NETWORKS, L TO. 

FLORIDA PUBLIC SERVICE COMMISSION 
DIVISION OF COMMUNICATIONS 

BUREAU OF SERVICE EVALUAnON 
2540 SHUMARD OAK BLVD. 

OUNTBRBUILDINO 
TALLAHASSEE. FLORIDA 32399-0BSO 



INTERNATIONAL EXCIIANOI! 
NETWORKS, LTD 
88 Pine Street 
New Yort, NY IOOOS 

TITLE SHEET 

Florida Tariff 
Original Sheet No. Title 

This tariff contains the dacripllons, regulAtions, and ~es applicable to interexchangc 
telecommunications services provided by International Exchan&e Networks, Ltd. ("tXnet''). This 
tariff applies to services fum.isbed within the State of Florida. This tariff is on file with the Florida 
Public Service Commission and copies may be inspcc:tcd during nonnal business hours at tXnet 's 
principal place of business at 88 Pine Stnlet, New Yortc, New Yortc 10005. 

Date of lssuc: 

lnutdby 

David Walsh 
President 

88 Pine Street 
N~w Yortc, NY 10005 

Dale Effective: 



INTERNATIONAL EXCHANGE 
NETWORKS, LID 
88 Pine Street 
New Yon, NY IOOOS 

TARlFF CHECKING SHEET 

Current sheets in this tariff arc as follows: 

Sh=1 

Title 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
I I 
12 
13 
14 
IS 
16 
17 
18 
19 

Date ofluue: 

luwdby 

David Wabh 
President 

Rcvision 

Original 
Original 
Original 
Original 
Oriainal 
Original 
Original 
Original 
Oria~inal 
Original 
Original 
Original 
Origlnal 
Original 
Original 
Original 
Original 
Original 
Original 
Original 

88 Pine Street 
New York, NY IOOOS 

Florida Tariff 
Original Sheet No. I 

Date Effective: 



INTERNATIONAL EXCHANGE 
NETWORKS, LID 
88 Pine Street 
New York NY 10005 

Subject Matter 

TABLE OF CONTENTS 

Florida Tariff 
Original Sheet No. 2 

Sheet No. 

TITLE SHEET ...........•...... ..... .................... . ......... .... . ... Title 

TARIFF CHECKING SHEET .•• ••...•••....... .. . . ... . .. .......... ... .. .. . ... ... I 

TABLE OF CONTENTS .. •.. ....................................... ... ... ...... 2 

TABLE OF SYMBOLS ......................................................... 3 

TARIFF FORMAT SHEETS ...•.... •. ... ........... .......... .. ................ 4 

SECTION 1 - TECHNICAL TERMS AND ABBREVJA TIONS .................. 6 

SECTION 2 - RULES AND REGULATIONS . ................................ ? 

SECTION 3- DESCRIPTION OF SERVICE ............. .................... 17 

SECTION 4 - RATES •. •............... ........... ..... .. • .............. 20 

Date of Issue: 

Issued by 

David Walsh 
Prealdent 

88 Pine Street 
New York, NY 10005 

Date EITcc:tive: 



INTERNATIONAL EXCHANGE 
NETWORKS, LID 
88 Pine Street 
New York, NY IOOOS 

TABLE OF SYMBOLS 

Florida Tariff 
Original Sheet No. 3 

EXPLANATION OF SYMBOLS- When changes are made in any tariff sheet, a revised sb=t will 
be issued canceling the tariff sheet affected. Changes will be identified on the revised shcct(s) 
through the use of the following symbols: 

(D) Delete or Discondnuc. 

(I) Change Resulting in an l.ncreasc: to a Customer's Bill. 

(M) Moved from Another Tariff Location. 

(N) New. 

(R) Change Resulting in a Reduction to o Customer's Bill. 

(T) Change in Text or Regulation but no Change in R.atc or Clwgc:. 

Dote oflssuc: 

IJSI#dby 

David Walsh 
President 

88 Pine Street 
New York, NY IOOOS 

Date Effective: 



rNTERNA TIONAL EXCHANGE 
NETWORKS, LTD 
8C Pine Street 
New York, NY I 0005 

TARIFF FORMAT SHEETS 

Florida Tariff 
Original Sheet No. 4 

A. Sheet Numbering - Sheet numbers appear in the upper right comer of the page. Sheets arc 
numbered scqucntially. However, new sheets arc occasionally added to the tariff. When a new sheet 
is added between sheets alrelldy in effect. a decimal is added. For example, a new sheet added 
between sheets 14 and I 5 would be 14. I. 

B. Sheet Revision Numbers - Revision numbers also appear in the upper right comer of each page. 
These numbers are used to determine the most current sheet version on file with the FPSC. For 
example, the 4th revised Sbcet 14 cm:e1s the 3rd revised Sheet 14. 8ecawe ofvarioll! suspeJUion 
periods, deferrals, etc., the FPSC foUows in their tariff approval proc:es.s, the mOst cu.m:nt sheet 
number on file with the Commission is not always t.bc tariff peae in effect. Consult the Check Sheet 
for the sheet currently in effect. 

C. Paragraph Numbering Sequence- There are nine levels of pansgraph coding. Each level of 
cooing is subservient to its next hlaher level: 

2. 
2.1. 
2.1.1. 
2.1. I.A. 
2.l.I.A.I. 
2.1. I .A. I .(a). 
2.1. I .A. I.(a).J. 
2.1 .1.A. I .(a).J.(i). 
2.1 . I .A. I .(a).I.(i).(l ). 

Date oflssue: 

lsswdby 

DavldWalsb 
President 

88 Pine Street 
New York, NY 10005 

Date Effective: 



~RNATIONALEXCHANOE 

NETWORKS, LTD 
88 Pine Street 
New York, NY 10005 

TARJFF FORMAT SHEETS 

Florida Tariff 
Oriainal Sbeet No. 5 

0 . Check Sheets- When a tarifl'filina Is made with the FPSC, 1111 updated check sheet accompanies 
the tariff filing. The cbeck ab::et liltJ dtc ~beets contained in the tariff, with a cross reference to the 
CWTCilt revision number. When new paaes are added, the check sheet is charged to dot renect the 
revision. All revisions made in a aiven filina are designated by an asterisk (•). There will be no 
other symbols used on this page if these are the only changes made to it (i.e., the format, etc., 
remains the same, just reviJCd revision levels on some pages). The tariff user should refer to the 
latest cbeck sheet to find out if a pen.icular sheet is the most current on file with the FPSC. 

Dote of Issue: 

Jsswdby 

David Walab 
President 

88 Pl:nc Street 
New York, NY 10005 

Dote Effective: 



JNTERNA TIONAL EXCHANGE 
NETWORKS, L 1D 
88 Pine Street 
New York, NY 10005 
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SECTION I • TECHNICAL TERMS AND ABBREVIATIONS 

1.1 DEFINITIONS 

1.1.1. lXnet • lntematiooal Excbanae Networks, Ltd. 

1.1.2. Access Line· anacoess line provided by the Local Exchange Company in occordance 
with its tariiTJ. 

1.1 .3. Affiliate of an Entity· an entity which controls, is controlled by or is W1der common 
control with such entity. 

1.1 .4. Customer. a person, rmn, corporation or other entity which controcts with 1Xnet for 
the provision of services offered by 1Xnet. 

I.I.S. Service Order • the tXnet order form describing the aervicc.t which the: Customer 
wishes to obcain from tXnet. 

Dote of Issue: 

lt~wdby 

David Walsh 
President 

88 Pine Street 
New York. NY I OOOS 

Date Effective: 
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SECTION 2 - RULES AND REGULATIONS 

2.1 Application ofiadff 

Florida Tariff 
Original Sheet No. 7 

This tariff sets forth the rates, terms and conditions applicable to the intcrLA I A intrastate 
long distance resale terYico and high-speed digital private line tc:rVice provided by tXnc:t in 
Florida. Long distance resale IC:TVico iJ a telecommunication service for hire that includes 
providing both interstate and intrastate inleTCXCbange carrier IC:TVice to Customers through 
the resale of WATS and MTS-like xrviocs. Services will be furnished in accordance with 
these tariff schedules. A. more fully d6c:ribcd herein, services are provided by tX.net to 
Customers loc:atcd in areas ICt'Ved b)' IXnet. 

The ra1eS and rules contained herein are subject to change pUJ'SWlllt to the statutes, rules and 
regulations of the State of Florida. 

2.2 I Tritory 

tXnet renders interl.AIA service throuahout the territory itiCt'VCS as dlown in its tariff 
schedule. 

2.3 !.imjtatjom ofScryice 

2.3.1. Services are offered .ubjcct to the availability of the necessary facilities and subject 
to the terms and cooditlon.s ofthb tariff. 

2.3.2. Service may not be used for any unlawful purpose. 

2.3 3. There is no limit on the nwnber of calls placed or the length of iodividual calls. 

Date of ISlluc: 

luwdby 

David Walsh 
Prcaident 

88 Pine Street 
New Yortc, NY IOOOS 

Date Effective: 
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2.4 Customer AppUsatjon for Service 

Florida Tariff 
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Businesses wishing to obtain ICtVice may apply to tXnet in writing by completing a Service 
Order. A Service Order shall be deemed accepted upon counter execution by an authorized 
tXnet representative. 

1Xnet will ut be provldiDg ~ervlce co raldeatlal Cuatomen. 

2.S Es1ablisbmept ood Rc;establisbmont ofCredjt 

tXnet reserves the right to examine the credit record and check the references of all 
applicants and Customers. lXnet may examine the credit profile/record of any applicant prior 
to accepting the Service Order. Such prior examinations of an applicant • s credit record will 
no, obligate tXnet to provide service if a later cheek of applicant's credit record is, in the 
opinion of tXnet. contrary to tXnet's best intereSt. 

tXnet will not collect deposits nor will it collect payments for services more than one month 
in advance. 

2.6 Notices 

Any notice tXnet may give to a Customer will be written notice mailed to the Customer's 
billing address or to such address ns the Customer may subsequently provide to tXnet. 

Except for canceUation of service, or as otherwise provided by these rules, o.ny notice from 
any Customer may be given by the Customer or any authorized representative )f tXnct's 
business office or by written notice mailed to IXnet's bllliness office. 

Date of lssue: 

Issued by 

David Welsh 
President 

88 Pine Street 
New York, NY 10005 

Date Effective: 
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2. 7 Rendering and PI)1DCI!t of !oyojces 

Florida Tariff 
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2.7.1. Invoices for service will be rendered monthly to each Customer. Payment will be due 
within 20 day• following the receipt ofi:Xnet's invoice. If payment is not received 
within 20 days of the receipt of tXnet's invoice, then 1Xnet reserves the rigiu to 
charge interest, at a rate equal to two percent (2%) per month, or the maximum 
allowed by law, on the outstanding balance of the Customer's account A 
Customer'•lerVicc may be tennina1ed if service Is not paid for by the twentieth day 
after receipt of1Xnct'1 invoice, provided that JXnet bas given the Customer wrinen 
notice of sud! termination prior to sud! date. 

2.7.2. Invoices may be paid by mail or in person at any qency duly authorized to rcc:cive 
such paymcoll. Paymcot may be made by check, money order or cashier's check. 

2.7.3. J.Xnet is not responsible for local telephone charges incurred by the Customer in 
gaining DCCeSS to lXnct's network. 

2.7.4. An invoice shall not include any previously unbilled charge for service furnished 
prior to thrco months immediately ~ing the date of the invoice, except charges 
for collect calls, crcdlt card calls, third party calls and "error ftle" calls (those calls 
which cannot be billed, due to the unavailability of complete billing information to 
the Company) which shall ba~ a fiv~montb back billing periOd. In cases of fraud, 
a back billing period of no more than three years will apply. 

2.7.5. Customer is responsible for the payment of invoices for all calls or services, 
including any calls or service3: 

2.7.5.A. 

2.7.5.8. 

Dateoflssue: 

Originat.cd at the Customer's numbet(s); 

Accepted at the Customer's nwnber(sXe.g., Collect Calls); 

lssw.d by 

David Walsh 
President 

88 Pine Street 
New York, NY !0005 

Date EOeclive: 
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2.7.5.C. 

2.7.5.0. 

2.7.S.E. 

Billed to the Customer's number via third number billing if the 
Customer Is found to be responsible for such call or service; 

Billed to the Customer's number via the usc of o calling card or the 
usc of a lpflcial billing number; or 

Incurred at the request of the Customer. 

2.8 DiscoO!inuance ofSetyicc 

2.8.1 . Cancellnrion for Cans; by tXnct 

In the event of non-payment of any swn due, or upon violation of the provisions 
governing the furnishing of service under this tariff, tXnet may, upon written 
no•ification, without l.ncurring liability, dtber temporarily deny service or tennjnate 
service within 30 days. 

2.8.2. Gancelllfion ofScryicc; by Cu:npmer 

2.8.2.A. 

Date of Issue: 

C!li!CC!!atjon of Prl\lllG Une Service by Cu.~omc:r. If a Customer 
cancels an order for private line service after the service begins, 
Customer will pay tXnet all charges for private line service through 
the effecth: date of sue.b cancellation plus a eancellntion charge 
determined as follows: 

(l) If the commitment period for the eoneeled private line service is 
one( I) year or less, then the ca.ncellation charge will be the balance 
of the monthly etwaes !hat otherwise would have become due for the 
unexp~ balance of the commitment period; 

Juwdby 

David Walsh 
President 

88 Pine Street 
New York, NY 10005 

Date Effective: 
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2.8.2 .8 . 

Date of Issue: 

(li) If the commitment period for the c:aneelc:d private line service is 
longer than one (I} year and such cancelJation becomes eflectivc prior 
to the completion of the ftrSt year of the commitment period. then the 
canccJiation ctwae will be the ba!Ollce of the monthly charges that 
otherwise would have become due for the Wlexpi~ portion of the 
fist year of the commitment period plus ( I} month's charge for each 
of the remaining years in the commjtment period. 

(iii) If the commitment period for the CDllcelc:d private line service is 
lonaerthnonc(l}yearand such cancellation becomes effective alter 
completion of the first year of the commitment period, then the 
c:ancellation charge will be the balance of the monthly charges that 
otherwise would have bci'.ome due for the unexpi~ prior to of the 
year in which the cancellation took effect plus one ( I) month's charge 
for each of the remaining years In the commitment period. 

The Customer may also be levic:d a charge for the nonrecoverable 
portions of expencfitw'es or liabilhics ineUITc:d expressly on behalf of 
the Customer by lXnet. 

Carqi!IJjon of Swju;bcd Scryicq by Cuuomcr. If 11 Customer 
cancels an order for switcbc:d service al\cr the service begins, 
Customer wilJ pay lXnd all charges for switcbc:d service through the 
effective date of such cancellation plus a CDllcellation charge 
dctermincd as follows: the cancellation charge will be the halanee of 
the monlhly charges (calculated Ill the Customer's minimum volume 
level} thot otherwise would have become due for the Wltxpi~ 
ba!Dllce of the commitment period. 

Issued by 

David Walsh 
Prnldent 

88 Pine Street 
New Yoric, NY IOOOS 

Date Effective: 
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2.9 Rempmtion Pmswtum 

The Customer may also be levied a c.barae for the nonn:coverable 
portions of expenditures or liabilities Incurred expressly on behalf of 
the Customer by IXnct. 

If service has been suspended u a coruequcnce of the breach, fault, or omission of the 

Customer, lXoct may, 111 Ill option, charge the CUitOmer a reasonable fee for 

recomme.nccmenr of the lei'Vice lind may require that the customer reimburse tXnet for all 

reuonable costs llld cxpeniiCI incwTcd to implement such 1uspension and/or 

rccommenccment of JetVioe. 

2.1 0 lnfonnatjon to be Pmyidql to th; Public 

A copyofthls tariff schedule will be available for public inspection attXnct's business office 

durin& regular business hours. 

Copies of tXnet's tariff JChcdules are available at a nominal cost to recover photocopying. 

postage and/or tra.nSmission expenses. 

2. 11 CootjpuiLY gfScryicc 

Where practicable,IXnct shall give ICVen (7) days prior written notice to Customers of nil 

scheduled service maintenance, alteratiOD! or suspensions which may affect the service provided by 

IX net. 

D-.ste oflssue: 

/uutdby 

David Walsh 
President 

88 Pine Street 
New York, NY 10005 

T>ate Effective: 
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2. 12 Limitation of Uahi!il)' 

Liability of tXnet 

Florida TarlfT 
Original Sheet No. 13 

2. 12.1. The liability of IXnet and its Affiliates, agents and su.ppliers (collectively, the "1Xne1 
SuppUcrsj in connection with providing the service under this tariff shall in no event 
exceed the amount actually paid for the service: by the Customer to tXnet pursuant 
to this tariff and the applicable Service Order in the month in which the event giving 
rise to liabWty oc:cumd. 

2.12.2. The tXnet Suppliers shall not be liable for any act or omission of any other entity 
furnishing to the Customer facilities or equipment UJCd with the service: or service: 
equipment. nor shall the tXnet Suppliers be liable for damages or losses due to any 
negllgent or willful IIC1S or omission of the Customer, its agents, employees or 
suppliers or due to the malfunction or failure of Customer equipment or facilities. 

2.1 2.3. tXnet shall not be liable for loss or damage sustained by reason of failure in or 
breakdown offacilities of third parties not under its control. In no event s.ha.l l tXnct's 
liability for any failure, breakdown, or intcmlption in services excc:cd the charges 
applicable under this tariff to such service. 

2. 12.4. 1Xnct shall not be llablc and shall be Indemnified and 54ved harmless by any 
Customer, end user, or other entity from all loss. claims. demands, suits, or other 
action or any liability wbatcvcr, whether suffered, made, instituted, or asserted by any 
Customer, end user, or any other entity for any person injury to, or dcolh of, any 
!W!~n or persons and for any loss, damage, defacement or dC$U'Uetion of lhc 
premises of any Customer, end user or any other entity or any other property whether 
owned or controlled by the Customer, md user, or others, caused or claimed to have 
been cau~. directly or i~y. by any act or omission of the Customer, end user, 
or others or by any installation, operation, failure to operate, maintenance:, removal, 

Date oflssue: 

lnutdby 

David Walsh 
President 

88 Pine Street 
New York, NY 10005 

Dote Effective: 
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presence, condition, J.ocation or use of facilities or equipment provided by tXnet 
which Is not the dircc:t result of tXnet's negligence. No agents or employees of any 
other entity shall be deemed to be the agents or employees of tXnct. 

2.1 2.5. tXnet shall not be liable for any failun: of performance due to causes beyond its 
control, including. but not limited to, acts of God, fires, I ightning, floods or other 
catastrophes, national emergencies, iJl.SUITCCtions, riots or wars, strikes, lockouts, 
work stoppage or other labor difficulties, any fAilure oflocal exchange company lines 
or delays caused by the local exchange company or the Customer or end user, and 
any law, order, rcaulatlon or other action of any aovrmlna outhorhy or aacnoy 
thereof. 

2.12.6. tXnet shall be indemnified Md held harmless by the Customer against: 

Claims for libel, alander, invasion of privacy or infringement of copyright arising out 
of tho nunerilll, data, lnformllllon or other content trnmmitted over rXnct's facilities. 

All other claims arising out of any PCI or omi~on of the Customer in connection 
with IIDY service or facility provided by tXnet. 

2.12.7 The Customer is requin:d to notify tXnct of any changes to Customer's equipment, 
including software controlling the equipment's function. tXnet is not liable for 
interruption in service caused by Customer's failure to notify tXnet prior to any such 
change. 

2.13 ChMge of Dil!CQunl on Swjtcbe<i Service 

If a Customer receives a discount on switched service because of n volume commitment, 
tXn-.t .>till extend to the Custorru:r a grnce period of thn:e (3) months from the 
commencement date of the switched service to reach the volume commitment. After the 

Date oflssue: 

Lrsued by 

David Walsh 
President 

88 Pine Street 
Now York, NY 10005 

Date Effective: 
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grace period, I.Xnet may calculate the Customer's average volume switched service in any 
two (2) month period. In the event such average volume does not equal Customer's volume 
commitmcru. JXnet sbaiJ adjust the discount extended to Customer to reflect the applicable 
discount for actual service volume. 

2.14 OveqNlYJDCDl 

IXnet sha1J mnit to a Customer any overpayment by IUCh Customer if (l) through 1Xnet's 
normal in1emaJ ~ priCtices, tXoet diJcovcrs the overpayment; or (2) customer submits 
a written claim. which with aubstantlating evidence supplied by Customer. 1Xnet is able to 
verify. 

2.1 S Disclaimer of WAflllldCJ 

Except as expressly provided in this tariff, 1Xnet makes no lmderstanding, agreements. 
representation or warranties. exp~ess or implied (including any warranties of merchantability 
or f tness for a particular purpose). 

Date oflssue: 

lsswd by 

David Walsh 
President 

88 Pine Street 
New York, NY JOOOS 

Date Effective: 
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2.16 Beftmda for lmtmJptloM of Private Une Service 

Florida Tariff 
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It shall be the obligation of the Customer to immediately notlfy tXnet of o.ny service 
intcmlpdon. No c.rodit will be ifllllted for the fust thirty (30) minutes of any interruption of private 
line service. For inl.emtption of private line service excecdina thirty (30) minutes, a Customer may 
request a credit acc:ording to the following schedule: 

Elopgd Time After Bc:g;lpt of Notice by !Xnct 

Less than 30 minutes 
> • 30 minutes to < 3 hours 
> • 3 hours to < 6 hours 
> • 6 hours to < 9 hours 
> • 9 hours to< 12 hours 
> • 12 hours to< IS hours 
> • IS hours to <• 24 hours 

Pro Rpto C!lldit 

none 
JIIOofaday 
liS of a day 
2/S ofoday 
3/S ofo day 
4/S of a day 
one day 

Two or more interruptions of30 minutes or more, during o.ny period up to, but not including, 
three hours. shall after notice to,lXnc:t be aagregatcd for the purposes of calculating crediL 

lntenuptions exceeding 2.-t hours will be credited liS of a day for each th.ree-hour period 
thereof. No more than one full day's credit will be allowed for any period of24 hours. 

All credits will be based on a daily rate to be calculated by dividing the monthly ch.uge by 
thirty (30). 

Date of Issue: 

/mad by 

David Wabh 
Pte~ I dent 

88 Pine S!rcet 
New York, NY IOOOS 

Date Effective: 
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SEC110N 3 • DESCRIPTION OF SERVICES 

3.1 Tjmioa o(Cal!s 

3.1.1. When Bj!Hoa ctw:ac:s Bca:in and Tcanjpatp for Phone Coils 

The CUSlOmer'a Jona dlatance usqe clwge Is bued on the actual usage of 1Xnct's 
netWOrk. UA&C bqins when tbe called patty picks up the n:ceiver, (I.e .. When 2 way 
communication, often referred to u .. coovmadon time' is possible.). When the 
called paty plcb up It determined by hardware answer supervision in which the 
localtelepbonc company lel1ds a signal to the switch or the sofiwo.re utilizing audio 
tone detection. When software answer supervision is employed, up to 60 seconds of 
ringing is allowed before it i• billed as usaeo: ofthe network. A Cllll Is terminated 
when the calllna or called party hangs up. 

3.1.2 . BU!Ioafnqmmcnta 

Unless otherwise specified in this tariff, the minimum call duration for billing 
pwposes is I minute for a coMccted call. CaJJs beyond I minute ore billed in 6 
second incrcrnent.s. 

3. 1.3. Per Call a;moa Chalm 

Billing will be rounded up to the nearest penny for each call. 

3.1.4. lblcomplctc;d Calla 

Dote of Issue: 

There shall be no ctwacs for uncompleted c:alls. 

Issued by 

David WaiJb 
President 

88 Pine Street 
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3.2 Olll!pg ofCAI!s 

Florida T ari rr 
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All ctwses due by tho subscriber arc payable to tXnet. Any objection to billed charges 
should be promptly reported to IXnet. Adjustments to customers' biiiJ shall be made to the 
extent that records arc available and/or circumstances exist which reasoMbly indicate that 
such charges arc not in occordanc:e with approved rates or that an adjustment may otherwise 
be appropriate. 

3.3 Paymmt of Calls 

3.3.1. l.aJc: Payment Cbme 

Interest charges of 1.112% per month may be assessed on all unpaid ba.ltmces more 
than thirty days old. 

3.3.2. Return Check Cbamcs 

A return check c.ha.rie of $20.00 or S% of the amount of the: check, whichever is 
greater, will be assessed for cbccks returned for insuffi cient funds. 

3.3.4. RestorJtioo of Service 

Date oflswe: 

1Xnel will not assess a charge for restoration of service once it has been d.isconnccted; 
however, a charge may be assessed by the local charge carrier. 

Issued by 

David Walsh 
President 
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3.4 Service Offerings 

3.4.1. Floddl WAJ'S 

Florida Tari!T 
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Wuie Alea Telecommunications Service (WA TS) uses an Access Line and the public: 
switched network 10 provide direct dialed outbound calling only. 

3.4.2. Pri\llle Lipc Scrvico 

High-speed digitallioc service direc:t.ly connecting two points. 

3.5 Minjmum Call Complctjon Rete; 

A customer can expect a call completion rate of not leu than 90% during peale WJC periods 
for r11 FO-D services. 

Date oflssuc: 

lsswdby 

David Walsh 
President 

88 Pine Street 
New York, NY 10005 

Date Effective: 
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SECTION 4 • RATES AND CHAROES 

4.1 Florida WATS 

Florida Tariff 
Original Sheet No. 20 

Wide Area Telecommunications Service (WATS) uses an Access Line and the public 
switched network to provide direct dialed outbound calllng only. 

I . Usaae Rate per minute 

State of Florida 

2. Calla will be billed in 6 IICCOnd Incrementa, with a 6 IICCOnd minimum . 

. 2 Private Unc Service 

I. Loc:a1 Terminal Node to Node Rates 

Monthly per 
circuit charge 

4.3 Iaxn and Surciwgc 

$75.00 

0£:.1 

$400.00 

In addition to the charges specifically pertaining to 1Xnct's services, c:crta.in federal, state, and 
local surc:bargcs, taxes and fees may be applied Any applicable surc:hruges, taxes rtnd fees 
will be calculated based upon the amount billed to the end user for IX net's intmstatc services. 

Date of luuc: 

Issued by 

David Walsh 
President 

88 Pine Street 
New York. NY IOOOS 

Date Effective: 
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