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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended: September 30, 2007
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 0-17972
DIGI INTERNATIONAL INC.
(Exact name of registrant as specified in its charter)

Delaware 41-1532464
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
11001 Bren Road East

Minnetonka, Minnesota 55343
(Address of principal executive offices) (Zip Code)
(952) 912-3444
(Registrant s telephone number, including area code)
Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, par value $.01 per share The NASDAQ Global Select Market
Securities registered pursuant to Section 12(g) of the Act:
None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yeso Nob
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yeso Nop
Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15 (d) of
the Securities Exchange Act of 1934 during the preceding 12 months, and (2) has been subject to such filing
requirements for the past 90 days. Yesp  Noo
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. p
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.
Large accelerated filero ~ Accelerated filerp ~ Non-accelerated filer o
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The aggregate market value of voting stock held by non-affiliates of the Registrant as of the last business day of the
Registrant s most recently completed second fiscal quarter was $319,449,300, based on a closing price of $12.70 per
common share as reported on the NASDAQ Global Select Market (formerly the NASDAQ National Market).

Shares of common stock outstanding as of November 26, 2007: 25,652,529
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PART I
FORWARD-LOOKING STATEMENTS
This Annual Report contains certain statements that are forward-looking statements as that term is defined under the
Private Securities Litigation Reform Act of 1995, and within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
The words believe, anticipate, intend, estimate, target, may, will, expect, plan, project, should,
negative thereof or other expressions, which are predictions of or indicate future events and trends and which do not
relate to historical matters, identify forward-looking statements. Such statements are based on information available to
us as of the time of such statements and relate to, among other things, expectations of the business environment in
which we operate, projections of future performance, perceived opportunities in the market and statements regarding
our mission and vision. Forward-looking statements involve known and unknown risks, uncertainties and other
factors, which may cause our actual results, performance or achievements to differ materially from anticipated future
results, performance or achievements expressed or implied by such forward-looking statements. We undertake no
obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future
events or otherwise.
Our future operating results and performance trends may be affected by a number of factors, including, without
limitation, those described in Item 1A, Risk Factors, of this Form 10-K. Those risk factors, and other risks,
uncertainties and assumptions identified from time to time in our filings with the Securities and Exchange
Commission, including without limitation, our quarterly reports on Form 10-Q and our registration statements, could
cause our actual future results to differ materially from those projected in the forward-looking statements as a result of
the factors set forth in our various filings with the Securities and Exchange Commission and of changes in general
economic conditions, changes in interest rates and/or exchange rates and changes in the assumptions used in making
such forward-looking statements.
ITEM 1. BUSINESS
The terms we, our or us mean Digi International Inc. and all of the subsidiaries included in the consolidated financial
statements unless the context indicates otherwise.
COMPANY OVERVIEW
Digi International Inc. was formed in 1985 as a Minnesota corporation and reorganized as a Delaware corporation in
1989 in conjunction with its initial public offering. Our common stock is traded on the NASDAQ Global Select
Market under the symbol DGII. We have our worldwide headquarters in Minnetonka, Minnesota, with regional sales
offices throughout North America, Europe, and Asia Pacific, and engineering offices in North America and Europe.
Our products are available through approximately 285 distributors in more than 69 countries.
Our first products were box and board-level serial port adapters (sold under the DigiBoard® brand) that were used to
directly connect multiple peripherals, such as standalone computer terminals, to personal computers or a host
computer system. During the 1990s, we employed Ethernet technology to provide the connectivity infrastructure for
businesses. This trend began in the head and branch offices of businesses and in the late 1990s began to extend to the
factory, retail stores, restaurants, and many other environments such as medical, traffic control, and building controls.
During the same time, the semiconductor industry was also advancing rapidly. Complete systems were being built on
single integrated circuits (chips). These chips, as part of a box or board product, could be used to build a network
interface for virtually any device for which network connectivity was required. We recognized the developing
opportunities for device connectivity and in early 2000 implemented a strategy to leverage the brand strength that we
had established with the DigiBoard product line by organically developing or acquiring next-generation connectivity
products and technologies that would extend the value of the brand into an array of device networking applications.
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ITEM 1. BUSINESS (CONTINUED)
COMPANY OVERVIEW (CONTINUED)
In the past several years, we have augmented the strategy with an increasing emphasis on wireless solutions. Through
both acquisition and internal product development, we have built a large portfolio of wireless products. Our wireless
solutions are the basis of a new initiative we launched this year called Drop-in Networking, which is paving the way
for new device networking applications. Drop-In Networking solutions provide end-to-end wireless connectivity to
commercial grade electronic devices in locations where wires do not work or cannot be used. This initiative provides
opportunities for us in the next wave of Internet growth. The initial wave was focused on connecting people, first with
personal computers and now with cell phones, PDAs, and other related consumer devices. The next wave is about
connecting devices and machines. We believe that the Internet will support billions of new devices in the next several
years, and we anticipate that our Drop-In Networking solutions will provide opportunities for a significant market
expansion in device networking.
PRODUCTS
Our products are divided into embedded and non-embedded product groupings. An embedded product is used by a
product developer to build an electronic device (e.g., utilities meter, environmental sensor, retail scanner, medical
instrument). It provides processing power and wired and/or wireless network connectivity to that device. Additional
hardware or software development is required on the part of the customer when using an embedded product.
A non-embedded product is connected externally to a device or larger system (e.g., retail checkout, building access
control panel, traffic controller) to provide network connectivity or port expansion. Non-embedded products generally
do not require additional hardware development and often can be used right out of the box. They can provide an
economical way to network-enable previously deployed devices, allowing companies to utilize the latest technologies
without replacing existing equipment.
We offer a device manufacturer a range of non-embedded and embedded alternatives depending on their volumes and
needs.
Embedded Networking Products
Modules To develop a device around a chip or microprocessor involves a high level of complexity. A module is a
group of components that are set up to work together, taking away most of that complexity. An embedded module
provides somewhat less flexibility than a chip, but is much easier to implement into a product design.
Our modules can be divided into two categories: processor modules and communications modules. Processor modules
provide customers with a networked platform for use as the main processor in an embedded system and the flexibility
to allow them to add features and functionality to get to market very quickly with a network-enabled device. They are
targeted as the core processors for products including access control systems, Point-of-Sale (POS) systems, Radio
Frequency ID (RFID) readers, medical devices and instrumentation and networked displays. Communications
modules are ideal for network-enabling and web-enabling a device. They enable customers to easily accommodate
both wired and wireless functionality in one product design.
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ITEM 1. BUSINESS (CONTINUED)
PRODUCTS (CONTINUED)
Typically with a communication module, there is another processor performing the central processing. Adding wired
or wireless networking communication to a device allows companies to manage that device over a network or via the
Internet.
Chips A chip (or microprocessor) provides the brains and processing power of an intelligent electronic device or
communication sub-system. Some of our higher volume customers choose to purchase chips and build their own
products. Chips are low cost but require the highest level of development expertise. Building a solution from the chip
level offers a low total cost of the end design, but the level of complexity in product development can increase risk
and prolong time to market.
Our chips are the building blocks for many of our embedded and non-embedded products. By using our own
microprocessors, we can ensure complete software/hardware compatibility for product designs. In addition, it allows
us to guarantee long-term availability to our module customers. This is a key advantage since many of these products
are expected to be in use for five to ten years once they are developed.
Software and Development Tools We support our embedded products with software and development tools so that
customers can get to market quickly with new products. We offer a unique type of development kit that is easy to use,
low cost, and enables development to begin within 30 minutes of installation. Our development kits include all of the
hardware and software building blocks needed to develop an embedded product or to investigate a new embedded
technology. Our kits support multiple operating environments, including Linux®, Microsoft® Windows® Embedded
CE, Microsoft® .NET Micro Framework, and our own Rabbit Dynamic C® and Digi NET+0OS®.
Single-Board Computers Single-board computers (SBCs) are complete systems on a single circuit board. They are
essentially a programmable box product without a box everything is on the board and ready to be embedded into a
larger system. They offer the same benefits as processor modules, but they also eliminate the need for additional
interface circuitry because they include all of the key device interface components on one circuit board.
Network Interface Cards Our intelligent Network Interface Cards (NICs) are legacy products that were used to
provide Ethernet networking interfaces for printers. This function has increasingly been taken over by the main
processor.
Non-Embedded Products
Cellular Routers Cellular routers provide connectivity for devices over a cellular data network. They can be used as
an alternative to landlines for cost-effective primary or backup connectivity to previously hard-to-reach sites and
devices. We introduced the first intelligent high-speed cellular router in 2005 to address the growing need for
customers to connect remote sites and devices. The products have been certified by major wireless service providers in
the U.S. and abroad, including AT&T®, Verizon Wireless® and Sprint®. All of our cellular products include a
unique network management software platform called Connectware® that provides secure management of devices
across remote networks.
Gateways A gateway aggregates local wireless data traffic for transport over a cellular or other IP-based network,
usually to be transported back to a central application or database. Our gateway products, part of our Drop-in
Networking initiative, enable devices or groups of devices to be networked in locations without a pre-existing network
or where access to a network is prohibited. These gateways can work in conjunction with our wireless adapters and
wireless embedded modules to enable customers to monitor and manage remote devices in a non-intrusive and
economical way.
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ITEM 1. BUSINESS (CONTINUED)
PRODUCTS (CONTINUED)
Wireless Communications Adapters Our wireless communications adapters are small box products that utilize a
variety of wireless protocols for PC-to-device or device-to-device connectivity, often in locations where deploying a
wired connection is costly, disruptive or impractical. By supporting ZigBee®, Wi-Fi® and proprietary radio frequency
(RF) technologies, we can meet most customer application requirements, such as serial cable replacement, Ethernet
cable replacement, mesh networking, low cost/low power remote monitoring, and long distance connectivity.
Console Servers Console servers, or console management servers, provide access to the serial ports of network
equipment such as servers, routers or switches. Our intelligent console servers enable customers to access, monitor
and manage network devices across multiple sites, both over the network or via their console ports, even when the
network is down. They also provide advanced auditing and logging capabilities that complement regulatory
compliance efforts including Sarbanes-Oxley and HIPPA.
Serial Servers Serial Servers (also called device servers and terminal servers) add wired or wireless network
connectivity to a serial device. They transfer data between a serial port and an Ethernet network, turning a previously
isolated device with a serial port into a fully collaborative component of the network. We believe that serial servers
will remain an important product category as Ethernet-based serial connections continue to extend beyond their
current applications into new markets such as building automation, healthcare, process control, and secure console
port management on servers, routers, switches, and other network equipment.
USB Connected Products The Universal Serial Bus (USB) is a plug-and-play interface between a computer and
peripheral devices. In recent years, many serial ports on PCs have been replaced with USB ports, due in large part to
the usability and cost-effectiveness of USB devices. We have one of the most comprehensive and sophisticated USB
port expansion product lines in the industry. Our USB-to-serial converters enable customers to expand a single USB
port into multiple serial ports to connect legacy serial peripheral devices. The product line also includes USB hubs that
add additional USB or powered USB ports, often for retail device connectivity; USB modem modules to add modem
ports for dial-up remote access applications; and a network-enabled hub that connects USB devices over an IP
network an industry first.
Remote Display Products Our remote display connectivity solutions are designed for digital advertising, digital
menus, airport status displays, stadium scoreboards, or other applications where visual content is to be displayed in
public areas. These zero-clients connect display, serial, and USB devices over an IP network  without a dedicated PC
or thin client. Removing the PC or thin client in digital display applications saves space, reduces costs and increases
security and reliability.
Cameras and Sensors Cameras and sensors are used in a wide range of environmental monitoring and building
automation/security applications. Our cameras and sensors are USB-attached. They are supported by application
software that provides device status, data logging and alerts. These products also play a role in our Drop-in
Networking initiative. The cameras can be connected to our cellular gateway to provide video or still-frame images
from a chosen location, and the sensors can be connected to our wireless adapters to provide environmental data from
end-point nodes.
Serial Cards A serial card plugs into the expansion slot of a computer to provide serial ports for device connectivity.
We are a market leader in this product category and offer one of the most comprehensive serial card product families
in the market. Our products support a wide range of operating systems, port densities, bus types, expansion options,
and applications. As Ethernet connections extend beyond current applications, the serial card products are gradually
transitioning to network-attached and/or USB-attached devices. While we continue to fully support this mature
product line, we have strengthened our product offering to meet customer needs and are working to seamlessly
transition customers to newer technologies.
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ITEM 1. BUSINESS (CONTINUED)
PRODUCTS (CONTINUED)
Network Management Software Network management software provides a means of managing devices on a
network from remote locations. We offer network management software that provides enterprise class management
and administration to many of our products. It enables customers to securely manage, monitor and configure groups of
devices across remote networks from anywhere across a wired or wireless Internet Protocol (IP) network, including
the Internet. One of the key benefits of this software is the reduction of administrative maintenance costs. Fewer trips
are required to remote locations because the software can be used to diagnose and solve problems, and a dedicated
administrator is not needed to monitor all of the devices.
DROP-IN NETWORKING INITIATIVE
We recently announced a new initiative called Drop-in Networking. Drop-in Networking provides end-to-end wireless
access to electronic devices in places where wires will not work or cannot be used. Incorporating products from both
our embedded and non-embedded categories, including modules, wireless communications adapters, cellular routers,
gateways, sensors, and network management software, Drop-in Networking holds the potential to economically
extend network connectivity to millions of new devices.
For applications in energy management, building control, manufacturing, supply chain management and a host of
others, Drop-in Networking products provide a non-intrusive way to connect devices anywhere they reside. Devices
are being connected that were previously not networked, such as irrigation controls for farms and golf courses, fish
farm monitoring equipment and fitness equipment to name a few. Our innovations in Drop-in Networking enables our
customers to differentiate their products, provides better customer service, and frequently creates new revenue
streams.
APPLICATION MARKETS
We believe we are a worldwide leader in commercial device connectivity, through network-enabling devices in stores,
factories, office buildings, banks, gas stations, oil rigs, hospitals, and many other vertical environments.
Industrial Automation We provide products to network-enable process and quality control equipment, pump
controllers, bar-code readers/scanners, scales and weighing stations, printers, machine vision systems, programmable
logic controllers (PLCs) and many other types of manufacturing equipment. Connecting these devices over a network
can help a manufacturing facility solve problems associated with productivity, inventory management and quality
control.
Retail/Point-of-Sale (POS) Our products solve the challenges associated with enabling POS devices to effectively
share information across the network. They can be used to easily connect network devices like card swipe readers,
bar-code scanners, scales, receipt printers and cash register display poles.
Building Automation/Security Our products help automate and control buildings heating, ventilation and air
conditioning (HVAC) and security systems, and solve the problem of standalone control systems that are unable to
talk to each other and share important data. Our solutions can be used to centrally manage equipment and improve the
comfort, safety and productivity of building occupants.
Medical/Healthcare We provide a way to network-enable medical equipment and devices to receive, monitor and
access patient information quickly, easily, and accurately, utilizing the hospital s existing Ethernet or wireless network
to improve patient care and reduce operating costs.
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ITEM 1. BUSINESS (CONTINUED)

APPLICATION MARKETS (CONTINUED)

Utilities Migrating to IP-based communications can be a challenge for utility companies, due to compatibility issues

between field equipment and the applications used with them. Our products enable companies to network-enable

existing products in the field without replacing hardware or rewriting existing application software.

Data Center Management Our out-of-band management solutions enable immediate response when a network fails

or in other critical situations, providing connectivity to servers and network equipment when the primary network is

down and eliminating costly travel to remote sites.

Office Networking Each business day billions of images are created, moved and then output in some form over

networks and the Internet in a process called image communication. This demanding process has driven the need for a

new generation of network attached devices to manage the ever increasing load of network media. We provide core

solutions for connecting, enabling and managing this process for office, industrial and POS printers, as well as

multifunction peripherals (MFPs), network cameras, network liquid crystal displays (LCDs), information displays and

network projectors.

Traffic Management Our solutions make it easy to Ethernet-enable the field devices along roadsides and at

intersections so that a traffic management center has access to real-time information. Some of the functions enabled

by these solutions include traffic light coordination, hazardous road condition alerts and variable message sign

updates.

ACQUISITIONS

We have made several acquisitions in the past five fiscal years that are consistent with our corporate strategy.
In February 2002, we acquired NetSilicon®, Inc. (NetSilicon), a developer and marketer of network attached
processors and device connectivity software. NetSilicon s advanced microprocessors and software allow
customers to build intelligent, network-enabled solutions for manufacturers, mostly original equipment
manufacturers (OEMs). The NetSilicon acquisition added chips, NICs, and software and development tools to
our embedded product offering. The NetSilicon chips also formed the foundation for many of our embedded
modules and next generation of non-embedded box products.

In April 2005, we acquired FS Forth-Systeme GmbH/Sistemas Embebidos S.A. (FS Forth), leading providers
of embedded modules based on our processors and NET+OS software, as well as other microprocessors with
supporting embedded software. The acquisition enhanced our embedded module portfolio and also added
expertise in a wide range of popular operating systems including Linux and Microsoft Windows CE. Effective
October 1, 2006, FS Forth merged into Digi International GmbH.

In May 2005, we acquired Rabbit Semiconductor® Inc. (formerly Z-World , Inc.). The acquisition expanded
our embedded portfolio to include the Rabbit line of microprocessors and microprocessor-based core modules
and Z-World single-board computers (now all sold under the Rabbit brand). With bundled hardware and
software, these products facilitate quick time-to-market for device manufacturers who need to add network
connectivity to endpoint devices such as sensors, meters, vending machines, card readers, and scales.

9
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ITEM 1. BUSINESS (CONTINUED)
ACQUISITIONS (CONTINUED)
In July 2006, we acquired MaxStream®, Inc. (MaxStream), a leader in the wireless device networking market.
MaxStream supplies device manufacturers and integrators with reliable wireless modules and box products that
are easy to use and allow customers to wirelessly monitor and control electronic devices. Typical applications
include automated utility meter reading, oil and gas monitoring, remote control and monitoring of commercial
heating and air conditioning systems, vehicle information access for fleet management, industrial controls,
wireless sensors, and electronic signals. MaxStream was also a pioneer in the field of ZigBee®/802.15.4
wireless communications. The MaxStream acquisition significantly expanded our wireless offering both with
embedded modules and non-embedded wireless communications adapters. The products also play a key role in
our Drop-in Networking initiative.
In order to establish clear brand identities, our plan is to focus on two brands, Digi and Rabbit. Today the Digi and
Rabbit brands have established strong identities with our targeted customer base. We believe that our customers
associate the Digi brand with reliability and the Rabbit brand with ease of integration. Many of our customers choose
us because they are building a very complex system solution and they want the highest level in product reliability. In
the core module and semiconductor application environments, ease of integration is a powerful brand identity.
We continue to leverage a common core technology base to develop and provide innovative connectivity solutions to
our customers. Core technology is used across product lines to provide additional functionality for customers,
allowing them to get to market with network-enabled devices faster. We have positioned ourselves in the growing
market of integrated hardware and software connectivity solutions to network-enable the coming generation of
intelligent devices in business applications.
DISTRIBUTION AND PARTNERSHIPS
We sell our products through a global network of distributors, systems integrators, value added resellers (VARs) and
original equipment manufacturers (OEMs).
Our larger U.S. distributors include Tech Data Corporation, Arrow Distributing, Ingram Micro, Synnex, Future
Electronics and NuHorizons. We also maintain relationships with many other distributors in the U.S., Canada, Europe,
Asia Pacific, and Latin America. Additionally, we maintain strong relationships with catalog distributors CDW,
Insight, Digi-Key and Mouser Electronics.
We maintain strategic alliances with other industry leaders to develop and market technology solutions. These include
most major communications hardware and software vendors, operating system suppliers, computer hardware
manufacturers, and cellular carriers. Key partners include: Microsoft, VMware, Hewlett Packard, IBM, Dell, Toshiba,
Atmel, Ember, Freescale, Siemens, Kyocera, AT&T, Sprint, Verizon, and several other cellular carriers. Furthermore,
we maintain a worldwide network of authorized developers that extends our reach into certain technology applications
or geographical regions.
Our customer base includes many of the world s largest companies. We have strategic sales relationships with leading
vendors, allowing them to ship our board and network products as component parts of their overall networking
solutions. These vendors include IBM, Rackable, NCR, Sun Microsystems, Fujitsu Transaction Solutions, Abbott
Labs and Hewlett Packard, among others. Many of the world s leading telecommunications companies and Internet
service providers also rely on our products, including Alcatel-Lucent, AT&T, Sprint, Verizon and Siemens.
No customer comprised more than 10% of our net sales for the years ended September 30, 2007 and 2006. One
distributor, Tech Data, comprised 12.9% of our net sales for the year ended September 30, 2005.
10
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ITEM 1. BUSINESS (CONTINUED)
COMPETITIVE CONDITIONS
We compete in the communications technology industry, which is characterized by rapid technological advances and
evolving industry standards. The market can be significantly affected by new product introductions and marketing
activities of industry participants. We compete for customers on the basis of existing and planned product features,
company reputation, brand recognition, technical support, relationships with partners, quality and reliability, product
development capabilities, price and availability. While we have no competitors that carry a comparable range of
products, we do have various competitors based on specific products.
We are a leader in device networking for business, developing reliable products and technologies to connect and
securely manage local or remote electronic devices over the network or via the Internet. Our enterprise solutions
include embedded or non-embedded products or combinations of these products.
OPERATIONS
Our manufacturing operations procure all parts and perform certain functions involved in production. Most of our
product manufacturing is subcontracted to outside firms that specialize in such services. We rely on third party
foundries for our semiconductor devices. This approach is beneficial because it allows us to reduce our fixed costs,
maintain production flexibility and optimize our profits.
Our products are manufactured to our designs with standard and semi-custom components. Most of these components
are available from multiple vendors. We have several single-sourced supplier relationships, either because alternative
sources are not available or because the relationship is advantageous to us. If these suppliers are unable to provide a
timely and reliable supply of components, we could experience manufacturing delays that would adversely affect our
consolidated results of operations.
SEASONALITY
In general, our business is not considered to be highly seasonal, although our first fiscal quarter revenue is often less
than other quarters due to the holidays and fewer shipping days. In addition, some of our products are dependent upon
the semiconductor industry which is highly cyclical and subject to rapid technological change.
RESEARCH AND DEVELOPMENT
During fiscal years 2007, 2006 and 2005, our research and development expenditures were $24.2 million,
$20.9 million and $16.5 million, respectively. Due to rapidly changing technology in the communications technology
industry, we believe that our success depends primarily upon the product development skills of our personnel. Our
proprietary rights and technology are protected by a combination of copyrights, trademarks, trade secrets and patents.
We have established common law and registered trademark rights on a family of marks for a number of our products.
BACKLOG
As of September 30, 2007, we had backlog orders in the amount of $14.1 million. Most of these orders are expected to
be shipped in fiscal 2008. Backlog as of September 30, 2006 was $12.4 million and $9.0 million as of September 30,
2005. Backlog as of any particular date is not necessarily indicative of our future sales trends.
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ITEM 1. BUSINESS (CONTINUED)

EMPLOYEES

We had 564 employees on September 30, 2007 compared to 549 employees on September 30, 2006.

GEOGRAPHIC AREAS

Financial information about geographic areas appears in Note 4 to our Consolidated Financial Statements in this Form

10-K.

DIGI INTERNATIONAL WEBSITE

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K filed or

furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are available through our website

(www.digi.com) under the Aboutus Investor Relations caption or by writing to us. This information is available free

of charge as soon as reasonably practicable after we electronically file such material with the Securities and Exchange

Commission. These reports can also be accessed via the SEC website, www.sec.gov, or via the SEC s Public

Reference Room located at 100 F Street, N.E., Washington, D.C. 20549. Information concerning the operation of the

SEC s Public Reference Room can be obtained by calling 1-800-SEC-0330.

We are not including the information on our website as part of, or incorporating it by reference into, our Form 10-K.
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ITEM 1A. RISK FACTORS
Multiple risk factors exist which could have a material effect on our operations, results of operations, profitability,
financial position, liquidity, capital resources and common stock.
Risks Relating to Our Business
Our dependence on new product development and the rapid technological change that characterizes our industry
make us susceptible to loss of market share resulting from competitors product introductions and similar risks.
The communications technology industry is characterized by rapidly changing technologies, evolving industry
standards, frequent new product introductions, short product life cycles and rapidly changing customer requirements.
The introduction of products embodying new technologies and the emergence of new industry standards can render
existing products obsolete and unmarketable. Our future success will depend on our ability to enhance our existing
products, to introduce new products to meet changing customer requirements and emerging technologies, and to
demonstrate the performance advantages and cost-effectiveness of our products over competing products. Failure by
us to modify our products to support new alternative technologies or failure to achieve widespread customer
acceptance of such modified products could cause us to lose market share and cause our revenues to decline.
We may experience delays in developing and marketing product enhancements or new products that respond to
technological change, evolving industry standards and changing customer requirements. There can be no assurance
that we will not experience difficulties that could delay or prevent the successful development, introduction, and
marketing of these products or product enhancements, or that our new products and product enhancements will
adequately meet the requirements of the marketplace and achieve any significant or sustainable degree of market
acceptance in existing or additional markets. In addition, the future introductions or announcements of products by us
or one of our competitors embodying new technologies or changes in industry standards or customer requirements
could render our then-existing products obsolete or unmarketable. There can be no assurance that the introduction or
announcement of new product offerings by us or one or more of our competitors will not cause customers to defer
their purchase of our existing products, which could cause our revenues to decline.
We intend to continue to devote significant resources to our research and development, which, if not successful,
could cause a decline in our revenues and harm our business.
We intend to continue to devote significant resources to research and development in the coming years to enhance and
develop additional products. For the fiscal years ended 2007, 2006 and 2005, our research and development expenses
comprised 14.0%, 14.4% and 13.2%, respectively, of our net sales. If we are unable to develop new products as a
result of our research and development efforts, or if the products we develop are not successful, our business could be
harmed. Even if we develop new products that are accepted by our target markets, the net revenues from these
products may not be sufficient to justify our investment in research and development.
A substantial portion of our recent development efforts have been directed toward the development of new products
targeted to manufacturers of intelligent, network-enabled devices and other embedded systems in various markets,
including markets in which networking solutions for embedded systems have not historically been sold, such as
markets for industrial automation equipment, security equipment and medical equipment. Our financial performance
is dependent upon the development of the intelligent device markets that we are targeting, the increasing adoption of
wireless technologies by these markets and our ability to successfully compete and sell our products to manufacturers
of these intelligent devices.
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ITEM 1A. RISK FACTORS (CONTINUED)
Certain of our products are sold into mature markets, which could limit our ability to continue to generate revenue
from these products.
Certain of our products provide asynchronous and synchronous data transmissions via add-on cards. The market for
add-on asynchronous and synchronous data communications cards is mature. Furthermore, certain applications of our
embedded network interface cards are also considered mature. As the overall market for these products decreases due
to the adoption of new technologies, we expect that our revenues from these products will continue to decline. As a
result, our future prospects depend in large part on our ability to acquire or develop and successfully market additional
products that address growth markets.
Our failure to effectively manage product transitions could have a material adverse effect on our revenues and
profitability.
From time to time, we or our competitors may announce new products, capabilities, or technologies that may replace
or shorten the life cycles of our existing products. Announcements of currently planned or other new products may
cause customers to defer or stop purchasing our products until new products become available. Furthermore, the
introduction of new or enhanced products requires us to manage the transition from older product inventories and
ensure that adequate supplies of new products can be delivered to meet customer demand. Our failure to effectively
manage transitions from older products could have a material adverse effect on our revenues and profitability.
Our failure to compete successfully in our highly competitive market could result in reduced prices and loss of
market share.
The market in which we operate is characterized by rapid technological advances and evolving industry standards.
The market can be significantly affected by new product introductions and marketing activities of industry
participants. We compete for customers on the basis of existing and planned product features, company reputation,
brand recognition, technical support, relationships with partners, quality and reliability, product development
capabilities, price, and availability. Certain of our competitors and potential competitors may have greater financial,
technological, manufacturing, marketing, and personnel resources than us. Present and future competitors may be able
to identify new markets and develop products more quickly, which are superior to those developed by us. They may
also adapt new technologies faster, devote greater resources to research and development, promote products more
aggressively, and price products more competitively than us. There are no assurances that competition will not
intensify or that we will be able to compete effectively in the markets in which we compete.
Our inability to obtain the appropriate telecommunications carrier certifications or approvals from other
governmental regulatory bodies could impede our ability to grow revenues in our wireless products.
The sale of our wireless products in certain geographical markets is sometimes dependent on the ability to gain
telecommunications carrier certifications and/or approvals by certain governmental bodies. Failure to obtain these
approvals, or delays in receiving the approvals, could impact our ability to enter our targeted markets or to compete
effectively or at all in these markets and could have an adverse impact on our revenues.
The cyclicality of the semiconductor industry may result in substantial period-to-period fluctuations in operating
results.
Our semiconductor products provide networking capabilities for intelligent, network-enabled devices and other
embedded systems. The semiconductor industry is highly cyclical and subject to rapid technological change and has
been subject to significant economic downturns at various times, characterized by diminished product demand,
accelerated erosion of average selling prices and production overcapacity. The semiconductor industry also
periodically experiences increased demand and production capacity constraints. As a result, we may experience
substantial period-to-period fluctuations in operating results due to general semiconductor industry conditions.
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ITEM 1A. RISK FACTORS (CONTINUED)
Loss of one or more of our key customers could have an adverse effect on our revenues.
Our sales are primarily made on the basis of purchase orders rather than under long-term agreements, and therefore,
any customer could cease purchasing our products at any time without penalty. The decision of any key customer,
including our distributors, to cease using our products or a material decline in the number of units purchased by a
significant customer could have a material adverse effect on our revenues.
The long and variable sales cycle for certain of our products makes it more difficult for us to predict our operating
results and manage our business.
The sale of our products typically involves a significant technical evaluation and commitment of capital and other
resources by potential customers and end users, as well as delays frequently associated with end users internal
procedures to deploy new technologies within their products and to test and accept new technologies. For these and
other reasons, the sales cycle associated with certain of our products is typically lengthy and is subject to a number of
significant risks, including end users internal purchasing reviews, that are beyond our control. Because of the lengthy
sales cycle and the large size of certain customer orders, if orders forecasted for a specific customer are not realized or
delayed, our operating results could be materially adversely affected.
We depend on manufacturing relationships and on limited-source suppliers, and any disruptions in these
relationships may cause damage to our customer relationships.
We procure all parts and certain services involved in the production of our products and subcontract most of our
product manufacturing to outside firms that specialize in such services. Although most of the components of our
products are available from multiple vendors, we have several single-source supplier relationships, either because
alternative sources are not available or because the relationship is advantageous to us. There can be no assurance that
our suppliers will be able to meet our future requirements for products and components in a timely fashion. In
addition, the availability of many of these components to us is dependent in part on our ability to provide our suppliers
with accurate forecasts of our future requirements. Delays or lost sales could be caused by other factors beyond our
control, including late deliveries by vendors of components. If we are required to identify alternative suppliers for any
of our required components, qualification and pre-production periods could be lengthy and may cause an increase in
component costs and delays in providing products to customers. Any extended interruption in the supply of any of the
key components currently obtained from limited sources could disrupt our operations and have a material adverse
effect on our customer rel